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Top 10 Tips for Business Owner Tax Planning
Supplied by Tony Byrne  - Managing Director


1.  Claim all tax reliefs to which you are entitled.  The complete list of more than 1,000 tax reliefs can be found on the HM Treasury website at http://www.hm-treasury.gov.uk/ots_taxreliefsreview.htm.  This list was last updated in July 2014. Be aware that The Office of Tax Simplification (OTS)  carried out a review into all tax reliefs, allowances and exemptions for businesses and individuals in March 2011 following which the Chancellor abolished 43 tax reliefs.

2.  Claim all tax allowances to which you are entitled.  Income Tax allowances can be found at http://www.hmrc.gov.uk/rates/it.htm. These were last updated on 26 April 2017. Corporation Tax allowances can be found at http://www.hmrc.gov.uk/rates/corp.htm.  These allowances were last updated on 1 April 2016.

3.  If married make sure you each maximise your Basic Rate Tax Band to minimise higher rate taxation.
4.  If you are married maximise the use of the spouses’ exemptions and allowances for both Income and Capital Gains Tax - Spouses should ensure that assets are allocated between each other to ensure they are utilising the exemptions, allowances and lower tax rates available to them. Transfers of assets between spouses are usually free from Capital Gains Tax and Inheritance Tax.  The same rules apply to registered civil partners.  Any gift must be unconditional i.e. an outright gift with no strings attached.
5. Ensure that private company shares attract Entrepreneur’s Relief. Capital Gains Tax Tax is charged at a rate of just 10% on capital gains of up to £10 million per person.  Entrepreneur’s relief can, where it is possible, lead to a potential tax saving of £1m (£10m x 10% (20%-10%)). Individuals who own private company shares should ensure that their holdings attract the relief.  Professional advice should be sought.



[bookmark: _GoBack]6. Utilise your spouse’s Entrepreneur’s relief allowance too. For those who have spouses that qualify, there is potential additional tax saving of £1m. Linked with the points above, spouses may wish to consider transferring shares between each other. 
7. Structure your assets/investments.  This can be done in such a way as to take advantage of lower Capital Gains tax rates (10%-28%) over Income Tax rates (up to 45%).
8.  If you own a small limited company pay yourself a salary up to the National Insurance limit and pay the balance to yourself in dividends.  This saves both employer’s and employee’s National Insurance of at least 25.8%.  However, since 6 April 2016 dividends are taxed at a higher rate which counters the NIC savings to a degree but overall it is still worth it for many taxpayers.  At higher levels of profits the dividend route is less cost effective.

9.  If you run your own business consider investing in pensions.  If you are married you will each have an annual allowance of £10,000-£40,000 to pay into a pension scheme with effect from 6th April 2016.  Up to 3 years’ worth of unused contributions may be carried forward meaning that, in effect, if you haven’t contributed to a pension scheme for the last 3 tax years you can pay in up to £160,000 each for the 2017/18 tax year.  The allowance is reduced by £1 for every £2 that you earn above £150,000 a year meaning that once you earn £210,000 or more your annual allowance is reduced from £40,000 to £10,000!

10.  If you are a business owner use your pension scheme to buy a commercial property which your business then leases as a tenant.  Rent is payable to your pension scheme and is tax deductible as long as the rent is at a normal commercial rate.  As your pension scheme is tax exempt there will be no taxation to pay on any capital gain or rental income from your property.  You become your own landlord too!
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