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PERSONAL TAX 

 

 

 

For the 2017/18 tax year taxpayers have a personal allowance of £11,500 on which no tax is paid. 

If your income is expected to be over £100,000, then for every £2 of income earned you will lose 

£1 of your personal allowance. By £123,000 of income your personal allowance will be lost and 

therefore the effective tax rate in this band will be 60%. So, consider trying to reduce your 

income if you are in this band.  Areas to consider are: - 

• Making tax deductible personal pension payments, subject to the annual and lifetime 

pension limits. 

• Include any tax deductible charitable donations on your tax return. 

• Think about whether your P11D benefits are correct. 

• Transfer income producing assets to your spouse. 

• Consider salary sacrifice schemes where income is given up for certain benefits. 

• If you have high income and money to spare, you could consider making an investment 

in a Venture Capital Trust, however this does come with associated risks. 

            If you fall in this tax band, you could get an effective tax saving of 60%. 

 

 

Similarly, child benefit gets withdrawn by 1% for every £100 of income over £50,000 based on the 

highest earner in the household. By £60,000 of income, your child benefit will therefore be lost.  

 

 

   

 

The dividend nil rate band of £5,000 is available for all shareholders. This will be reducing to 
£2,000 from 6th April 2018. Transferring shares to your spouse and paying dividends to utilise this 
relief can be beneficial if certain rules are followed.  However, it should be mentioned that any 
dividends that fall into the basic rate band will be taxed at 7.5% and those in the higher rate band 
will be taxed at 32.5%. Dividends that fall into the additional rate tax band are taxed at 38.1% 
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3. DIVIDEND BAND RATE £5,000 



2 
 

 

 

 

Whilst the gap between extracting profit as salary or dividends has narrowed, it is still worth 

checking with your accountant to ensure that you are optimizing the balance between the two. 

There is no longer a simple rule that can be applied, and each individual case needs to be 

carefully reviewed. 

 

 

It should be remembered that all individuals, including children, have a personal allowance of 

£11,500. You can employ your children in your business and pay them up to £11,500 tax free. 

However, this should be on commercial terms and the child must carry out a function that 

entitles them to the level of salary being paid. A proper contract of employment and HR practices 

in line with other employees should ensure that the risk of any challenges by HMRC are 

minimised.   

 

Also, if your spouse is not earning £11,500 then you can use the Marriage Allowance to transfer 

10% of any unused personal allowance between spouses. 

 

  

If you are using part of your home as an office, then you can claim a proportion of home costs as 

a deduction against your income. You need to have detailed calculations every year to support 

this and ensure that you claim the right expenditure. You also need to ensure that you do not fall 

foul of any potential capital gains tax on sale of your house. 

 

However, you can claim a £4 weekly allowance, no questions asked. It is best to have this 

included in your contract of employment with the company and to have it paid as a separate non-

taxable allowance through the payroll. This will avoid having to complete a monthly expense 

claim.  

 

 

If you have lent money to your company, ensure that you charge interest on the outstanding 

amount at commercial rates.  If you are a basic rate tax payer, you can earn £1,000 of interest tax 

free. A higher rate tax payer can earn £500 of interest tax free. The HMRC official interest rate is 

currently 3%. However, higher rates can be justified in certain circumstances, for example, where 

you are an unsecured creditor in a risky business. 
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Also, if you can demonstrate that you took out a personal loan to put money into the company, 

then any interest charges on such a loan can be deducted in your tax return.  

 

BUSINESS TAX 

 

 

The corporation tax rate is currently 19%. This is set to reduce to 18% from April 2020. If you can 

correctly justify accounting for profits in future periods, then this should be considered as a 

means of reducing the corporation tax payable.  

 

 

If you are an LLP, Partnership or sole trader then you should consider incorporation to a Limited 

Company as generally, but not always, this is a more tax efficient business structure. However, 

additional administration is required for a company. 

 

 

If you have carried out any research and development, then you may be able to make an R&D 

claim to reduce tax payable.  An R&D specialist can help to maximise any claim. For qualifying 

costs, SME’S can deduct an extra 130% against taxable profits. Larger companies can claim at a 

lower rate.  This is worth doing, especially as you can claim for staff time costs and a proportion 

of overheads. 

 

 

You should consider advancing the purchase of any fixed assets that you may need. For purchases 

made before the end of your business tax year you could get a tax deduction a year earlier than if 

the assets were purchased after the end of the year.  

 

 

 

A director’s loan account can go overdrawn up to £10,000 without any tax charge so this works 
out as free borrowing, albeit losing potential investment income on that loan at what are 
currently very low rates. 
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Since April 2016 employers have been able to provide several small trivial benefits to                

employees without them counting as taxable perks. There are various rules, but the perk is 

capped at £300 per annum for directors and each individual item is capped at £50. 

 

 

CAPITAL GAINS TAX 

 

 

Have you and your spouse taken advantage of your annual exemption of £11,300 for 2017/18? 

 

 

If you have capital gains tax losses brought forward, but you need to make that claim on your tax 

form within 4 years to be able to carry it forward to future capital profits.  

 

 

CGT is payable at 10% or 20% depending on whether you are a basic rate or higher tax payer. A 

surcharge of 8% is applied for disposals of residential property. It may be possible to transfer 

gains on assets to a civil partner who may be paying tax at 10%. 

 

EMPLOYEES 

 

 

Where possible, a portion of salary could be sacrificed for pension contributions, childcare, low 

emission cars and health related benefits such as cycling to work. This will save on employers 

National Insurance and potentially reduce an employee’s income into lower tax rate bands. 

 

13. TRIVIAL BENEFITS EXEMPTION 
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Employers can deduct £3,000 from their national insurance bill by claiming this allowance. 

However, the allowance is not available if there is only one employee who is the sole director. So, 

taking on additional staff or family members and ensuring you pay them over £11,500 will enable 

you to claim this allowance. 

 

SAVINGS 

 

 

The amount that you can invest annually in an ISA has gone up to £20,000 for 2017/18. Interest 

on an ISA is tax free. 

 

 

There are several saving schemes that could be considered such as: 

• Junior ISA or Child Trust Fund for Under 18s 

• Share schemes from your company 

• Lifetime ISAs for people between 18-40 

• Help to buy ISAs for your children to buy their first house 

• Offshore bonds 

• Life assurance bonds 

• Social enterprise Investments 

• Community investments 

• EIS- Income tax relief at 30% and capital gains savings 

• Venture Capital Trust Investments “VCT”. These benefit from front end tax relief on 

subscriptions up to £200,000 as well as tax free dividends and capital gains tax reliefs 

• Seed Enterprise Investment schemes “SEIS”. These are riskier than EIS or VCT with 

substantial tax relief 

Each scheme is subject to a lot of rules and terms. These therefore need to be discussed with an 

investment advisor. 

 

 

 

 

 

 

18. EMPLOYERS NATIONAL INSURANCE ALLOWANCE 
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INHERITANCE TAX 

 

 

To avoid inheritance tax, have you taken advantage of the various allowances such as the £3,000 

annual exemption or £6,000 if you did not use last year’s allowance? 

 

 

A little know exemption is that if your income constantly exceeds your expenditure and you can 

demonstrate this, then the excess income can be gifted away. 

 

 

Following the changes in pension rules in 2015, you should revisit your will and ensure that it is 

updated so that your family receives the full benefit of any remaining pension fund when you die.  

 

PENSIONS 

 

 

These are a great way to save tax and invest in your future. To qualify for tax relief, the annual 

contribution for an individual is capped at £40,000. You receive tax relief on the contributions at 

your highest marginal tax rate. However, this will be reduced by £1 for every £2 you earn over 

£150,000 in a tax year until your allowance drops to £10,000.   

 

 

It should be remembered that remunerating staff by pension contributions is very tax efficient. 

Such payments save the company employers’ national insurance and the individual saves on PAYE 

and employees national insurance. 
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We hope that this has been useful. If you need any advice or assistance on these or any other queries, then 

do not hesitate to contact us  

 

 

CONTACT DETAIL 

EMAIL:  Johnom@s4b.co.uk 

PHONE:  01628-623444 

 

 

 

This guide is for general information only and does not represent specific advice. S4B (UK) Ltd cannot 

accept any responsibility or liability in relation thereto. If you need guidance or advice, please contact us. 
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