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Over 10 million taxpayers have something more to consider 
than just regular income, especially business owners. Often 
business owners have far more complex personal tax 
requirements than other taxpayers.

We always recommend engaging a tax advisor to prepare 
your personal tax return. But at the same time, it’s also 
worth having a basic understanding of the areas you should 
consider in order to save tax or ensure you’re paying the 
correct amount.  

For the purpose of readability, this guide is designed to give 
you areas of tax savings to consider but doesn’t cover all 
the intricacies of tax law. Use the guide to help you discuss 
and identify planning opportunities, the pitfalls to avoid and 
areas where you may need to act. Don’t worry, we’ll ensure 
you get your tax planning right.

TAX SAVING  
FOR INDIVIDUALS 
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If your income is in the range £100,000 - £125,000 
the restriction in your personal allowance is the 
equivalent of a tax cost of 60%. Consider making 
or increasing certain payments which are tax 
deductible to minimise this tax cost. Examples 
include pension contributions and  
charitable donations.  

TAX TIP

When your income exceeds £100,000 the personal allowance is 
reduced by £1 for every £2 of income in excess of the limit. This 
means if your income is £125,000 or more, you won’t be entitled  
to any personal allowance. 

INCOME

Over recent years, many families have been attracted by the savings 
that can be made by combining small salaries and large dividends.  
It was possible to increase the savings available by introducing a  
non-working family member into the business as a shareholder or  
co-owner, to use up their personal allowance and lower rates of tax. 
Care needs to be taken however, as rules aimed at counteracting  
this by HMRC could be used to challenge some arrangements. 

INCOME SHIFTING 



Income tax bands and rates for 2023/24 are determined by where you 
live in the UK and the type of income you have. For most UK residents 
the following tax rates and bands apply:

For 2023/24 the tax rates and bands applicable to Scottish taxpayers 
on non-savings and non-dividend income are as follows:

RATE BANDS FOR SCOTTISH AND WELSH TAXPAYERS 

*Assumes individuals are in receipt of the Standard UK Personal Allowance.

**Those earning more than £100,000 will see their Personal Allowance reduced  
by £1 for every £2 earned over £100,000.

For 2023/24 the Welsh rate of income tax is set at 10% and this is 
added to the UK rates, which are each reduced by 10%. For 2023/24, 
the overall tax payable by Welsh taxpayers continues to be the same 
as English and Northern Irish taxpayers.

TAX RATES AND ALLOWANCES

INCOME TAX BAND £ RATE % DIVIDEND RATE %

£0 - £37,700 20 8.75

£37,701 - £125,140 40 33.75

Over £125,141 45 39.35

SCOTTISH INCOME 
 TAX BAND £

BAND NAME RATE %

Up to £2,162* Starter Rate 19

£2,163 - £13,118 Scottish Basic Rate 20

£13,119 - £31,092 Intermediate Rate 21

£31,093 - £125,140 Higher Rate 42

Over £125,141** Top Rate 47

05



06

The dividend allowance, available to all taxpayers 
regardless of their marginal tax rate, charges the first 
£2,000 of dividends to tax at 0%. Dividends received above 
this allowance are taxed at higher rates. Dividends within 
the dividend allowance still count towards an individual’s 
basic or higher rate band and so may affect the rate of tax 
payable on dividends above the £2,000 allowance. 

Dividends are treated as the top slice of income. So, the 
basic rate tax band is first allocated against other income. 

DIVIDENDS

You may own assets such as a second home, art,  
classic cars or shares. If you sell an asset and make a 
profit, this may result in a liability to Capital Gains Tax 
(CGT). Details of any capital gains should be included  
on your self-assessment return.

ASSETS
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 ■ Income Tax and Capital Gains Tax are both assessed for a 
tax year which runs from 6 April to the following 5 April. 

 ■ Shortly after 5 April - Self-Assessment returns or a notice 
to complete a return are issued by HMRC. 

 ■ 31 October following - non-electronic returns need to  
be submitted to HMRC by this date. 

 ■ 31 January following - final date for submission of the 
return and all outstanding tax to be paid. 

 ■ There’s an automatic penalty of £100 for late filing of  
the return. 

 ■ Further penalties may be due if the filing of the return  
is significantly delayed. These may run into hundreds  
of pounds.

 ■ New rules applicable to capital gains on residential 
property from April 2020 require a residential property 
return and payment on account to be made within thirty 
days of the disposal. on account to be made within 30 
days of the disposal.

SELF-ASSESSMENT TIMETABLE AND PENALITIES



Couples in a marriage or civil partnership are taxed as 
independent people, each responsible for their own tax affairs. 
The phrase ‘spouse’ whenever used in this guide also includes a 
registered civil partner. 

For spouses, there’s no aggregation of income, no sharing of 
the tax bands and except in limited circumstances, the personal 
allowance may not be transferred from one spouse to the other. 

 

MINIMISING YOUR TAX BILL VIA YOUR FAMILY 

Spouses

Tax can be minimised if spouses equalise their income so 
personal allowances, savings allowances and dividend allowances 
are fully utilised and higher/additional rates of tax are minimised.

If you and your spouse are both involved in running a business, 
income can be equalised if you’re equal partners or equal 
shareholders. If only one of you is involved, the other could be 
employed in a small capacity, drawing a salary to use up their 
personal allowance.

Married couples and civil partners may be eligible for a Marriage 
Allowance. This enables spouses to transfer a fixed amount of 
their personal allowance to their spouse. The option to transfer is 
not available to unmarried couples. The option is only available to 
couples where neither pays tax at the higher or additional rate. If 
eligible, one partner will be able to transfer 10% of their personal 
allowance to their partner.

Jointly owned assets 

Married couples will often own assets in some form of joint ownership. 
If they don’t, then it may be advantageous for tax purposes, to ensure 
joint ownership. This can have benefits for income tax, CGT and even 
Inheritance Tax.

Whether assets are owned equally or unequally, income is deemed to 
be split equally unless an election is made to split the income in the 
same proportion as the ownership of the asset. 

This doesn’t apply to shares in close companies (almost all small, 
private, family owned companies will be close companies) where 
income is always split in the same proportion as the shares are owned.

Capital Gains Tax

Each spouse is entitled to take advantage of the annual exemption 
of £12,300 before any CGT must be paid. This is advantageous where 
assets are held jointly and then sold as each spouse can use their 
annual exemption to save tax. The transfer of assets between spouses 
is neutral for CGT. This is sometimes done shortly before assets are 
sold to minimise tax. Care should be taken to ensure these transfers 
don’t inadvertently trigger other tax charges. 
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Children

Children are taxpayers if the child has enough income to make 
them liable and they have their own personal allowances and 
tax bands. If your child has little or no income, it may be possible 
to transfer income producing assets to them to use up their 
personal allowance. However, such assets should not be provided 
by a parent, otherwise the income remains taxable on the parent. 

There’s nothing to stop you employing your children in the family 
business to take advantage of their personal allowance. There 
are age restrictions and legal limitations on age as to the type 
and duration of the work. It’s also essential payment is only made 
for actual work carried out for the business and at a reasonable 
commercial rate.

Junior ISAs

A Junior ISA is available for UK resident children under the age 
of 18 who don’t have a Child Trust Fund. Junior ISAs are tax 
advantaged and have many features in common with existing 
ISAs. They’re available as cash or as stocks and shares products, 
but a child can only have one cash Junior ISA and one stocks and 
shares Junior ISA. The annual investment is limited to £9,000.

Tax-Free Childcare 

This scheme’s available to families where all parents are 
working (on an employed or self-employed basis) 16 hours 
a week, meet a minimum income level and with each 
earning less than £100,000 a year. 

Parents need to register with the government and open 
an online account. The government ‘top up’ payments into 
this account are at a rate of 20p for every 80p families pay 
in. The scheme is generally limited to £10,000 per child 
per year. The government’s contribution is therefore a 
maximum of £2,000 per child. 
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£2K
Government’s Tax-Free  
Childcare contribution  

maximum per child, 
per year.

£9,000
The annual investment limits 

for Junior ISAs.
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Setting aside income in the form of savings is important for  
us all, in order to provide for the unexpected, or to build a  
nest egg for retirement.

TAX AND YOUR INVESTMENTS PENSIONS FREEDOM

Pensions are one of the most tax efficient forms of saving. 
Most higher rate taxpayers can contribute £100 to a registered 
pension fund at a cost of only £60 and investment income and 
capital gains will accrue within the scheme, largely tax free. 

An individual’s entitled to tax relief on personal contributions 
in any given tax year, up to the higher rate of 100% of earned 
income or £3,600 (gross). The contributions are paid net of 
basic rate tax and the pension provider will then recover the 
basic rate tax from HMRC. Higher and additional rate relief,  
if appropriate, can be claimed from HMRC. 

Contributions in excess of the limit can be made into a 
scheme but the excess won’t attract tax relief. As these 
reliefs are generous, there are controls which serve to limit 
high levels of contribution. These are complex, but put simply, 
they may give rise to a tax charge if annual contributions 
exceed £40,000 or if the value of the fund when benefits are 
taken is greater than a lifetime allowance which is £1,073,100. 

Generally, where a taxpayer has adjusted income in excess of 
£240,000, the annual contribution possible will be restricted 
from £40,000 by £1 for every £2 for income in excess of the 
£240,000. The minimum annual allowance available after this 
restriction is £4,000.

PENSIONS

Taxpayers have flexibility when it comes to accessing their personal 
pension fund. Options include taking a tax-free lump sum of 25% of 
fund value and purchasing an annuity with the remaining fund or 
opting for a more flexible drawdown. The flexible drawdown rules 
allow for total freedom to access a pension fund from the age of 55.

Access to the fund may be achieved in one of two ways: 

 ■ Allocation of a pension fund (or part of a pension fund) into a  
 ‘flexi-access drawdown account’ from which any amount  
 can be taken over whatever period the person decides.

 ■ Taking a single or series of lump sums from a pension fund.

When funds are paid into a flexi-access account, typically this gives 
you the opportunity of taking a tax-free lump sum from the fund. You 
can then decide how much to take from the account. Any amounts 
taken will count as taxable income in the year of receipt. 

Access to some, or all of a pension fund without first allocating to a 
flexi-access account can be achieved by taking a pension lump sum.  

The tax effect will be: 

 ■ 25% of the fund is tax free. 

 ■ The remainder is taxable as income. 

Getting the right advice at the point of retirement is important. 



WHAT DOES VAT APPLY TO?
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SUPPLIES

VALUE ADDED TAX (VAT)INDIVIDUAL SAVINGS ACCOUNTS (ISAS) 

ISAs are free of income tax and CGT. The overall annual ISA savings limit 
is £20,000. Investors can choose to invest in a cash ISA, stocks and shares 
ISA or an Innovative Finance ISA, if they don’t exceed the investment limit. 

LIFETIME ISA

The Lifetime ISA for adults is available to those under the age of 40. 
Individuals can contribute up to £4,000 per year and receive a 25% 
bonus from the government. If £4,000 is invested, the investment 
limit for the other types of ISAs falls to £16,000. 

Funds, including the government bonus, can be used to buy a first 
home up to £450,000, at any time from 12 months after the first 
subscription or can be withdrawn from age sixty completely tax-free. 

VENTURE CAPITAL TRUSTS (VCT) 

These bodies mainly invest in the shares of unquoted trading 
companies. VCTs are however quoted investments. An investor 
in the shares of a VCT will be exempt from tax on dividends and 
on any capital gain arising from disposal of the shares in the VCT. 
Income tax relief currently at 30% is available on subscriptions for 
VCT shares, up to £200,000 per tax year, so long as the shares are 
held for at least five years. 

THE ENTERPRISE INVESTMENT SCHEME (EIS) 

Income tax relief at 30% is available on new equity investment 
(in qualifying unquoted trading companies) of up to £1 million. A 
higher limit of £2 million may apply to investments in ‘knowledge 
intensive companies’. A CGT exemption may be given on sales of 
EIS shares held for at least three years. If the gain on the sale of 
any chargeable asset (e.g. quoted shares, second homes, etc) is 
reinvested in EIS shares, the gain on the disposal can be deferred. 

SEED ENTERPRISE INVESTMENT SCHEME (SEIS) 

The tax breaks for SEIS investors are: 

 ■ Income Tax relief at 50% in respect of qualifying SEIS shares  
 up to an annual maximum investment (in all SEIS companies) 
 of £100,000. 

 ■ A CGT exemption where SEIS shares are sold more than  
 three years after they are issued (as for EIS). 

 ■ A further CGT exemption of 50% where an individual makes  
 a capital gain and reinvests the gain in qualifying SEIS shares. 



Investment in residential property has always been popular. 
The UK property market has proved over the long-term to 
be a successful investment. Investors also need to take a 
long-term view on the likelihood of capital appreciation 
exceeding inflation. 

INVESTMENT IN RESIDENTIAL PROPERTY

Tax will be payable on the rents received after  
deducting allowable expenses. Allowable expenses 
include mortgage interest, which is now fully restricted 
in the case of residential property, repairs, agent’s letting 
fees and the cost of replacing furnishings.  

TAX ON RENTAL INCOME 

The amount of Income Tax relief landlords can get on residential 
property finance costs has been restricted to the basic rate of income 
tax. This restriction was phased in over four years from April 2017. For 
2020/21, none of the finance costs are deductible from the rental 
income. Relief is instead given as a basic rate tax reduction. This 
reduction may be subject to further restrictions. Please contact us  
for further information.

TAX RELIEF ON FINANCE COSTS

Where an individual (or married couple) have two or more 
residences, only one residence at any one time can be treated as 
the main home eligible for exemption. This is done by an election. 
The main residence exemption and letting relief can be complex. 
The government is making changes to these reliefs from 6 April 
2020. Please consult a tax advisor for further information before 
undertaking property transactions.

ELECTING YOUR MAIN RESIDENCE
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DISPOSALS AND CAPITAL GAINS TAX (CGT)

Personal assets

 
Making the most of your investments, requires an understanding that 
CGT arises on the sale of most assets and, subject to various reliefs and 
exemptions, is payable on the difference between the sale proceeds and 
the original cost. The CGT annual exemption results in the first £12,300 of 
gains, for 2020/21, being tax free. In general CGT is payable at 10% where 
total taxable gains and income are less than the Income Tax basic rate 
band. CGT is payable at 20% on gains, or any parts of gains, above this limit. 

Higher rates (18% and 28%) apply for chargeable gains on residential 
property that don’t qualify for private residence relief. Some assets are 
exempt from CGT, for example, cars, personal goods such as jewellery or 
antiques sold for less than £6,000 and crucially, your only or main home. 

There are several reliefs which could be considered in relation to business 
assets. Such reliefs are mainly used to defer tax until a later date rather 
than reduce the gain permanently. 

Entrepreneurs’ and Investors’ Reliefs are the exceptions. Entrepreneurs’ 
Relief (ER) may be available on the first £1 million gains from the disposal 
of certain businesses during an individual’s lifetime. Qualifying gains are 
taxed at a 10% rate of tax. 

Contact us  to find out which business disposals qualify, the criteria and 
qualifying period of ownership.

Business assets

mailto:enquiries%40fortus.co.uk?subject=


Inheritance Tax may be payable on the assets you give to others in your lifetime or leave 
behind when you die. Depending on the value of your estate, you may need to consider 
some planning to minimise this tax. 

We help many taxpayers minimise their liability, if not avoid it altogether. But all too 
often, we see planning to minimise IHT being something many put off until it’s too late.

The threshold for IHT (also called the nil rate band) is currently frozen at £325,000 until  
6 April 2021. 

INHERITANCE TAX (IHT)

KEY FEATURES OF (IHT)

 ■ IHT is charged on a person’s estate when they die and on certain gifts  
 made during their lifetime.

 ■ The rate of tax on death is 40% and 20% on lifetime 
 chargeable transfers. The first £325,000 is not chargeable. 

 ■ Many lifetime gifts are treated as ‘potentially exempt transfers’  
 (PETs), and are not taxable so long as the donor lives for at least  
 seven years after making the PET.

 ■ There are numerous exemptions and reliefs. 

IHT is still a problem, because many are simply unable to make substantial 
lifetime gifts because it will leave them with insufficient capital to live on. 
Therefore, there’s likely to be significant value retained in estates on death. 
Despite the introduction of the residential property nil rate band, which 
gives some measure of relief, many individuals have a home which will use 
up the bulk of the nil rate band and any excess remaining assets, such as 
investments and cash reserves, may be charged to IHT at 40%. 
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MITIGATING THE LIABILITY

Regularly using IHT exemptions will build up funds 
outside of the estate without incurring an IHT liability. 
Spouses/civil partners can each take advantage of the 
exemptions, the main ones being:

 ■ An annual gift allowance of £3,000 per donor per  
 year. This can be carried forward for one year only  
 if unused.

 ■ Small gifts not exceeding £250 in total made  
 per tax year.  

 ■ Gifts made from income that are typical  
 and habitual.  

 ■ Gifts made in consideration of marriage  
 up to £5,000, if made by a parent, £2,500  
 by grandparents and £1,000 by others. 

 ■ Gifts to charities whether made during  
 lifetime or on death. 

 ■ Gifts between spouses and registered  
 civil partners, whether made during  
 lifetime or on death.

PLANNING IN LIFETIME

If possible, you should make absolute gifts in lifetime. A gift to an individual will 
be a partially exempt transfer, so there will be no liability if the donor survives 
seven years. Even if the donor fails to survive for seven years, there may be a 
tax saving, as the charge will be based on the value of the asset when it was 
originally gifted and not on the value at the date of death. 

GIFTS

Gifts between spouses are exempt (note: there are special rules for non-UK domiciles). 
Remember, you can’t continue to benefit in any way from the asset gifted, because this  
will render the gift ineffective for IHT purposes. 

It may be worth considering transfers of some assets into trusts for members of the family. 
Using trusts can provide an effective means of removing assets from an estate but still allow 
flexibility in their ultimate destination and allow the donor to retain some control.

Most transfers into trust are immediately chargeable to IHT. However, if the value of the 
assets transferred into trust within a seven year period is below the nil rate band, there’s  
no charge. The assets (and their subsequent growth in value) are removed from the  
donor’s estate. 

The rules are complex, but significant tax savings can be achieved with careful planning.

15
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You’re now able to transfer any unused nil rate band remaining from  
the death of the first spouse to the estate of the surviving spouse.  
The transferred nil rate band can only be used against the estate  
of the second spouse on death.

An additional nil rate band may be available where a residence is passed 
on death to direct descendants such as a child or a grandchild. This band 
is £175,000 in 2020/21. The additional band can only be used in respect  
of one residential property, which has at some point, been a residence  
of the deceased.

USING THE NIL RATE BAND

Legacies to registered charities will reduce the value of the chargeable 
estate and save 40% IHT. In addition, the legacies may result in a lower 
IHT liability on the estate which remains chargeable. 

CHARITABLE GIVING 

Life assurance arrangements can be used as a means of removing value 
from an estate and as a method of funding IHT liabilities. A policy can be 
arranged to cover IHT due on death. It’s particularly useful in providing 
funds to meet an IHT liability where the assets aren’t easily realised, 
e.g. family company shares.

USE LIFE ASSURANCE
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Tax legislation is complex and constantly changing. This guide is meant to give you a basic 
understanding of the key areas your tax advisor should be supporting and advising you on.  
Many of the more detailed complexities of tax legislation aren’t covered within this guide.

Checklist of areas you should consider are:

CONCLUSION

✔ Income tax

✔ Tax savings via your family

✔ Tax and your investments

✔ Residential property

✔ Inheritance tax
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Our complete focus is to ensure you personally pay the right amount of tax, whilst maximising every tax relief opportunity.  
We create robust personal tax plans for individuals. 

We understand you’re engaging us to not only to ensure your personal tax planning’s comprehensive, but also to ensure you spend less  
time on having to think about it. We’ve developed a streamlined and effective process in order to make the whole experience hassle free for you.

HOW CAN FORTUS HELP?



FORTUS  
   IN NUMBERS

*Fortus is a member of the Morison Global international community. Find out more at: www.morisonglobal.com
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Business ownership’s complex and so are the questions  
our clients face every day.  
 
With challenges ranging from financial management, recruiting  
and retaining people, to managing property, funding growth or 
strategic planning. A single speciality is no longer what’s expected  
from business advisors and accountants. 

That’s why at Fortus, we offer a full range of advisory services. We’re one 
team, with many talents helping our clients deliver on their ambitions.

OUR SERVICE LINES
  

WEALTH 
PLANNING 

& INVESTMENTS
 SPORT

& MEDIA
FTS

RECOVERY

 PROPERTYPAYROLL  PERSONAL
TAX

SERVICE 
CHARGE

  

 

 ACCOUNTS
& OUTSOURCING

 AUDIT 
& ASSURANCE

  BUSINESS 
TAXHR HEALTHCARE

 NOT FOR PROFIT 
& CHARITIES

INTERNATIONAL 
SERVICES

CONSTRUCTION 
& BUILT 

ENVIRONMENT

COMPANY 
SECRETARIAL

INNOVATION 
TAX RELIEFS
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CONTACT US
ROSAMOND  
HAYNES 
TAX MANAGER 

01723 628 109 
rosamond.haynes@fortus.co.uk

GLASGOW
Tay House
300 Bath Street
Glasgow
G2 4JR

01418 462 314

LEEDS
One Park Row
Leeds
West Yorkshire
LS1 5HN

0113 323 9178

LEICESTER
St George’s House
6 St George’s Way
Leicester
Leicestershire
LE1 1QZ

0116 276 2761

MANCHESTER
3rd Floor
Tootal Building
56 Oxford Road
Manchester
M1 6EU

0161 938 0240

LONDON
14 Bedford Square 
London  
WC1B 3JA

 
 

020 8138 5560

MILTON KEYNES 
Ground Floor
Baird House
Seebeck Place
Knowlhill
Milton Keynes
Buckinghamshire
MK5 8FR

01908 754 600

SCARBOROUGH
5&6 Manor Court
Manor Garth
Scarborough
North Yorkshire
YO11 3TU 

01723 628 130

YORK
Equinox House
Clifton Park
Shipton Road
York
YO30 5PA

01904 558 300
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