Finding
the

benefits
when

tax rates
see-saw

Dividend tax rates are on the rise
The new rules for the taxation of dividends received by individuals came into force on
6 April 2016.
This change is due to the new headline rates and the
removal of the 10% notional tax credit. It means that
dividends are taxed at rates that are effectively 7.5%
higher than rates payable in the previous tax year.
However, the first £5,000 of dividends received per year
will be exempt from tax, regardless of other earnings.

Dividend tax rate

Old rate

New rate

Basic rate

Nil

7.5%

Higher rate

25%

32.5%

Upper rate

30.6%

38.1%

For many smaller businesses, dividends have always been an efficient way to reward the owners. In many cases, when the
overall tax cost of the business is taken into account, this may continue – but overall the benefit is less.

Corporation tax rates are going down
The good news is that while dividend
tax rates are going up, corporation tax
rates are going down – which could
help reduce your overall tax payable.
The future corporation tax rates will be:

Tax year from 1 April

Corporation tax rate

2016

20%

2017

19%

2020

17%

If you manage your own business, you will need to look at these rate changes
to make sure you can optimise your overall tax position.
Talk to your accountant or visit pkf-littlejohn.com for further
information from our partner consultant PKF Littlejohn.

Retirement Investments Insurance Health
For insurance intermediaries only. The information contained here has been provided in conjunction with PKF Littlejohn. We take all reasonable steps to ensure
that information is accurate and up-to-date; however, independent advice is always recommended. Aviva, to the fullest extent permissible by law, does not warrant or
guarantee the accuracy or validity of the content and you agree that it shall not be liable to you for any losses you may suffer whatsoever (whether directly or indirectly)
as a result of your use or reliance on such information.
Aviva Insurance Limited, Registered in Scotland Number 2116. Registered Office: Pitheavlis, Perth PH2 0NH. Authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

