
Budget update 2016
Many predicted that the Budget 2016 would see sweeping changes 

to pension tax reliefs and allowances, but these were left unchanged 

- for the time being at least. However, the introduction of a Lifetime 

ISA, improvements to the way Stamp Duty Land Tax is charged for 

commercial property purchases and some other useful improvements 

to the April 2015 ‘pension freedoms’, certainly provide many areas 

for discussion.

This briefing note is designed to take individuals through the recent Budget changes. 

We recommend that you speak to your financial adviser if this note raises any concerns.
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Those high earners 

who may be 

impacted by the 

tapered Annual 

Allowance will 

need to monitor 

their income 

and pension 

contributions 

over the 2016/17 

tax year and 

calculate what 

their personal AA 

will be.

Phew! That’s a relief !
Thankfully, pensions were left relatively unscathed by the Chancellor on budget day.  True to earlier HM 

Treasury briefings, no changes to the current system of pension tax relief were announced.  In addition, there 

will be no further reductions in either the Lifetime Allowance (LTA) or the Annual Allowance (AA) (which, for 

2016/17, will therefore be £1 million and £40,000 respectively), and a tax-free cash sum can still be taken. 

This will hopefully allow the pension industry much-needed time to allow last year’s pension freedoms 

to ‘bed-in’, and for potentially-affected individuals to understand the tapering of the AA, which will be 

introduced from 6 April 2016.  

What does this mean for individuals?

Those high earners who may be impacted by the tapered Annual Allowance will need to monitor their 

income and pension contributions over the 2016/17 tax year and calculate what their personal AA will be.

What can individuals do next?

Liaise with your Barnett Waddingham client manager and your accountant/tax specialist for assistance 

in calculating your ‘adjusted income’ and ‘threshold income’, which will then enable you to ascertain if 

your AA is tapered.

We examine other changes outlined in the Budget in more detail below, and ask what it means for 

individuals, employers and employees and what they should do next.

Pension freedoms – some useful improvements
What are the changes and what do they mean for individuals?

A number of minor legislative changes are being made to the pension tax rules to ensure that they operate as 

intended, following the introduction of the pension freedoms in April 2015.

Barnett Waddingham welcomes these changes, as they serve to solve anomalies and inequalities in the 

application of the tax rules to certain categories of individual.

The changes include;

• Enabling surviving dependants aged under 23 to continue to receive dependant drawdown income 

beyond that age, rather than having to exhaust their fund before age 23, or pay excessive tax charges if 

the remaining funds are withdrawn as a lump sum.

• Improvements to the payment and taxation of a serious ill-health lump sum, depending upon whether the 

pension fund has been accessed or not prior to death, or where death occurs after age 75.

• Enabling those with money purchase pensions in payment, with an overall value of £30,000 or less, to be 

paid as a trivial commutation lump sum. 

• Aligning the tax treatment of charity lump sum death benefit payments with other types of lump sum 

payments under age 75, and removing the need to pay lump sums to a charity within two years of death. 

What can individuals do next?

Liaise with your Barnett Waddingham client manager to discuss these improvements in more detail, and 

read the HM Treasury Policy Paper here.

https://www.gov.uk/government/publications/pension-flexibility-2016/pension-flexibility-2016
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Stamp Duty Land Tax improvements for commercial  
property purchases
What are the changes and what do they mean for individuals?

In sharp contrast to the significant increases in Stamp Duty Land Tax (SDLT) for additional and buy-to-let 

properties that were announced by the Chancellor in last year’s autumn statement, this budget unveiled 

improvements in the way that SDLT would be charged on commercial property purchases in England, Wales 

and Northern Ireland, which took effect from 17 March 2016.

The pre-budget regime was a flat-rate system, which created ‘cliff edges’ at certain values. This meant 

that buying a commercial property for £250,000 incurred £2,500 SDLT, whereas buying one for £250,001 

incurred £7,500.03 SDLT.  

The new system introduces a tiered system.  The new bands are:

PURCHASE PRICE SDLT PAYABLE

Up to £150,000                                   0%

£150,001 to £250,000                         2%

Over £250,000                                    5%

This removes the cliff edges in SDLT due. 

From 17 March 2016, buying a 
commercial property for...

£250,000  
incurs £2,000 SDLT

(2% chargeable on the amount over £150,000)

Pre-budget 2016, buying a 
commercial property for...

£250,001  
incurs £7,500.03 SDLT

(3% on the entire purchase price)

Barnett 

Waddingham 

welcomes these 

changes, as it 

means that only 

purchase values 

over £1,050,000 

will pay more SDLT 

under the new 

rules.

Barnett Waddingham welcomes these changes, as it means that only purchase values over £1,050,000 will 

pay more SDLT under the new rules.  As the majority of transactions we deal with are less than this amount, 

most of our SIPP and SSAS investors in commercial property stand to benefit. 

What can individuals do next?

Liaise with your Barnett Waddingham client manager and see our separate blog here.

https://www.barnett-waddingham.co.uk/comment-insight/blog/2016/03/22/budget2016-tax-break-sipp-ssas-commercial-property/
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If a member is...

Aged  
18 to 40 from 

April 2017

they can 
contribute up to...

£4000
per year

and will receive a 
government bonus of...

£1000

Lifetime ISA – a ‘Trojan horse’ into pensions?
What are the changes and what do they mean for individuals?

The structure of a Lifetime ISA sets the scene for a potential future savings landscape.   
Barnett 

Waddingham 

welcomes these 

new flexibilities, 

but cautions that 

we could see a 

very different 

savings landscape 

opening up if 

the Lifetime ISA 

proves popular.

This is similar to the current basic rate of tax relief given under pensions, but will allow individuals greater 

flexibility, and access to their money for non-retirement reasons (for example, a deposit for their first home).  

The whole mood with freedom and choice in the pension landscape was to improve flexibility.  However, this 

has not (yet) gone as far as changing the entire system to an ISA-style system; that is, no upfront tax relief 

and  no tax to pay on the way out.  

Barnett Waddingham welcomes these new flexibilities, but cautions that we could see a very different savings 

landscape opening up if the Lifetime ISA proves popular.  We are concerned how the interaction with pension 

auto-enrolment is going to be handled, as the flexibility under the Lifetime ISA could encourage people to 

opt-out of auto-enrolment. When and if this is clarified, we would expect to see innovation from providers to 

ensure that employers can facilitate payments into Lifetime ISAs from payroll; albeit from after-tax pay.

What can individuals do next?

A one-page overview of the Lifetime ISA and a more detailed technical note are available from the HM 

Treasury website.

Public financial guidance review
What are the changes and what do they mean for individuals?

A consultation paper was issued on budget day proposing a new delivery model for financial guidance that 

would replace the Money Advice Service (MAS) and merge the functions of The Pensions Advisory Service (TPAS) 

and Pension Wise into a ‘pensions guidance body’ and a ‘money guidance body’, which is welcome news.  

What can individuals do next?

The HM Treasury consultation paper can be accessed here.

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/508117/Lifetime_ISA_explained.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/508176/Lifetime_ISA_final.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/508153/PU1916_Public_Financial_Guidance_proposal_for_consultation_FINAL.pdf
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without paying tax or 
employer NIC for the benefit 
in kind.  This is up from the 
previous amount of £150. 

Employers will now be able to 
pay for employees to receive 
advice in the workplace up to 
the value of...

£500

Matters affecting Employers and Employees
Salary Sacrifice

What are the changes and what do they mean for employers and employees?

It appears that salary sacrifice for pensions and some other mainstream benefits offered by the workplace 

are being retained. However, HM Treasury said it was considering limiting the range of benefits that attract 

income tax and National Insurance Contributions (NIC) advantages when provided as part of salary sacrifice 

schemes, but said the government's intention is that pension saving, childcare and health-related benefits 

such as Cycle to Work should continue to benefit from income tax and NIC relief.

This will impact the design of employee benefit packages and flexible benefit portals and the eventual cost to 

employees and employers.

Help with paying for financial advice

What are the changes and what do they mean for employers and employees?

The government 

is also looking 

to amend the 

definition of 

‘financial advice’ 

following the 

Financial Advice 

Market Review, 

which will 

hopefully ensure 

that advice can 

be delivered more 

efficiently digitally.

This is good news and will allow employers to help their employees understand the savings landscape and 

the options they have when they are looking to stop or reduce their working hours. The government is also 

looking to amend the definition of ‘financial advice’ following the Financial Advice Market Review, which will 

hopefully ensure that advice can be delivered more efficiently digitally.  This relaxation would lead to massive 

innovation in the advisory space, with ‘Robo-Advice’ likely to take much of the strain.

What can individuals do next?

Barnett Waddingham’s Generation Why? survey shows that many employees need help, but that 

few are prepared to pay much for it. Good advice may pay for itself many times over and we would 

encourage individuals to take advice from a regulated financial adviser.

Please contact your Barnett Waddingham client manager if you would like to discuss any of the above topics 

in more detail. Alternatively contact us via the following:

   info@barnett-waddingham.co.uk   020 7776 2200      

   www.barnett-waddingham.co.uk/selfinvested 
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