
As US taxpayers in the UK will 
already know April brings 

with it not only the prospect of 
April showers but also Tax Day, the 
first deadline for submitting your 
US income tax returns. This year 
due to Emancipation Day (a public 
holiday in D.C.) falling on April 15 
and the following weekend Tax 
Day is April 18, 2016. There is of 
course an automatic extension of 
time to file your income tax returns 
through to June 15, 2016 but you 
will be charged interest on any tax 
due from April 18, 2016.

If you are unable to file your tax 
return by April 18, you should con-
sider paying any tax that you esti-
mate to be due to the IRS by the 
deadline to avoid additional interest 
being charged by the IRS. You could 
also submit form 4868 to the IRS to 
extend your deadline all the way to 
October 15, 2016 if you think you will 
need more time.

April also brings the end of the 
2015/16 UK tax year and the start 
of the 2016/17 tax year. For various 
reasons dating back to 1582 the new 
tax year starts on April 6. The history 
of the rather odd timing of the UK 
tax year can be found here: http://
www.taxadvisorypartnership.com/
tax-compliance/why-does-the-uk-

tax-year-start-on-6-april-each-year/  
While you are pulling your 

records of 2015 together to file your 
US income tax return you may also 
want to consider the end of the UK 
tax year and what you could do in 
the UK to assist with your US income 
taxes in the future. 

There are some year-end actions 
you can take before the close of the 
UK tax year which could help reduce 
your overall tax liabilities. We have 
set out a number of these below but 
you should of course seek profes-
sional advice before instigating the 
planning for yourself.

Using your ISA Allowances
You can invest up to £15,240 into 

an ISA for the 2015/16 tax year. This 
limit must be used by April 5, 2016, 
the allowance does not roll over in to 
future years. There is also a Junior ISA 
allowance of £4,080 for the younger 
members of your family.

An ISA will allow your investment 
to grow and pay no UK income tax or 
capital gains arising within that fund. 
That said, unfortunately the US does 
not recognize the tax exempt status 
of the ISA and will seek to tax the 
income earned in the fund.

If you are tempted by opening 
a stock and shares ISA you must be 

cautious of the investments that you 
enter into via the ISA. In the last edi-
tion of The American we explained 
the pitfalls of investing into non US 
Funds and Stocks and Shares ISAs. 
As an US taxpayer you should look 
to hold direct stock in companies 
via your ISA rather than collective 
investment funds as they will be sub-
ject to the US Passive Foreign Invest-
ment Company (PFIC) rules.

Using your UK Pension Allowance
If you have excess foreign tax 

credits and you are already a mem-
ber of a UK pension plan you may 
want to ensure that you have max-
imised your pension contributions 
in recent years.  

By making a contribution to your 
UK pension plan you will be lower-
ing your UK tax liability. If you have 
excess foreign tax credits available 
from earlier years these can be used 
to offset the reduced tax on your 
UK returns. It is worth remembering 
that excess foreign tax credits expire 
after 10 years so there is real benefit 
in finding ways to utilise these.

In addition to maximising the cur-
rent year contribution you can also 
make a catch up payment if you have 
not made the maximum contribution 
in each of the 3 previous UK tax years. 
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You should also remember that 
from the 2016/17 UK tax year the 
amount you are able to put into 
your pension will be restricted if you 
have income exceeding £150,000. If 
your income exceeds £210,000 the 
maximum you will be able to put in 
to your pension will be £10,000.

We should also mention that the 
lifetime allowance for pension contri-
butions will be reduced to £1,000,000 
effective from April 6, 2016.

Don’t forget your US IRA account
While we are discussing pen-

sions, it is important to remember 
that you have until April 15, 2016 
to make a contribution to  your IRA 
account that may be deductible on 
your 2015 US income tax return. The 
maximum allowable contribution 
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for 2015 is $5,500 ($6,500 if you are 
age 50 or over).

Charitable Contributions
If you are planning to make any 

charitable contributions it may be 
worth ensuring those charities are 
dual qualified. Donating to a char-
ity which is not dual qualified may 
result in your contribution not being 
tax deductible on your return in 
either the UK or US.

An early FBAR reminder
Finally don’t forget your Report of 
Foreign Bank and Financial Accounts 
(FinCEN Form 114) more commonly 
known as the FBAR. This is due by 
June 30, 2016 with no extensions 
to that deadline available. You are 
required to file if the aggregate bal-
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ance of your non US bank accounts 
exceeded $10,000 at any time dur-
ing 2015. Please note that for 2016 
returns the filing deadline of your 
FBAR will move to be in line with 
your 2016 US tax return.  


