
Income tax planning

For the year ended 5 April 2023, the marginal UK income tax rate 
remains unchanged at 45% for taxable income over £150,000, 
(46% for Scottish taxpayers). From 6 April 2023, the additional 
rate threshold will reduce to £125,140 for both UK and Scottish 
taxpayers and the tax rate in Scotland will increase to 47%.

The personal allowance is £12,570 and is frozen until 5 April 
2028. Where an individual’s income exceeds £100,000 the 
personal allowance is restricted until it is fully withdrawn for 
those with income exceeding £125,140. For income between 
£100,000 and £125,140, the marginal tax rate is 60%. This 
applies to income falling between £100,000 and £125,570 due 
to the tapering of the personal allowance.  

The £1,000 personal savings allowance still remains, and is 
phased down to £500 for higher-rate taxpayers and fully phased 
out for additional rate taxpayers. 

For 2022/23 the initial £2,000 of dividends are tax exempt. 
However, come 6 April 2023, this will be reduced to £1,000 and 
be further reduced the following year to £500. This applies to all 
taxpayers wherever based in the UK. The tax rates for dividends 
remain unaltered for 2022/23 and 2023/24. These are:

•	 Basic rate taxpayers - 8.75%
•	 Higher rate taxpayers - 33.75%
•	 Additional rate taxpayers - 39.35%

With the reductions to the additional rate tax threshold and the 
tapering out of the dividend allowance, taxpayers may want to 
consider options for maximising the use of the lower rate bands 
and utilising their allowances. Some options are considered 
below:

Accelerating or deferring income

Individuals who have control over the timing of the receipt 
of income may consider either accelerating or deferring  

 
the receipt.  Acceleration may be appropriate if the individual is 
expecting to be subject to a lower marginal rate in 2022/23 than 
2023/24. Deferral may be appropriate in other cases, to defer the 
payment of taxes, especially if your overall income will be lower 
in 2023/24.  

Charitable gifting

Cash gifts to UK charities (and certain European charities) are 
eligible for tax relief under the “gift aid” scheme. Where the gift is 
made by a higher or additional rate taxpayer, they and the charity 
can both benefit. 

•	 A 45% taxpayer gives £800 to a charity. The gift is grossed up 
by HMRC by 25% and so the charity receives £200. 

•	 The taxpayer’s basic rate tax band is extended by £1,000, 
saving 25% tax on that amount. 

•	 The net tax cost of making a gift of £1,000 is £550.

Gifts can even be made after the end of the relevant tax year 
and “carried back”, provided certain conditions are satisfied. 
In deciding whether to do so, there is a benefit of considering 
income levels for both 2022/23 and 2023/24 and whether the 
individual is caught by the 60% tax rate mentioned above. 

Pensions

The current costs of tax relief on pensions are significant and 
with the state of Government finances, there are concerns as to 
whether this can be maintained.

Registered pensions currently remain very tax efficient. This 
issue is a combination of marginal tax relief on contributions, tax 
free growth within the pension fund, and scope to draw a tax-free 
lump sum on retirement, making these vehicles very attractive.  
Where pension benefits are not drawn, they are generally exempt 
from IHT.
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•	 The maximum pension contribution payable is 100% of an 
individual’s earnings or £40,000.

•	 However, where an individual’s income exceeds £240,000 the 
available relief is reduced, until the maximum contribution is 
restricted to £4,000, where overall income exceeds £312,000. 

Pension contributions are particularly valuable for those earning 
between £100,000 and £125,140 since they are subject to a 60% 
tax rate. 

Normally an individual’s pension pot is restricted to the 
“lifetime allowance” of £1,073,100 for 2022/23. This 

allowance is frozen until 5 April 2028.  Exceeding this can result 
in unwanted future tax charges.

Transfer of Assets

Married couples and civil partners may wish to contemplate a 
transfer of income producing assets between themselves. This 
may reduce the overall tax suffered so retaining a higher post 
tax income. 

The same principle may be relevant for capital assets, where 
either one party has available capital losses or is taxed at lower 
rates. 

Capital gains tax planning

•	 2022/23 Capital Gains Tax (CGT) annual exemption - £12,300
•	 2023/24 CGT exemption - £6,000
•	 2024/25 CGT exemption - £3,000

The CGT annual exemption is not available for non-domiciled 
individuals claiming the remittance basis.

Options to consider include:

•	 Individuals and trustees may want to crystalise capital gains 
before 6 April 2023 to benefit from the higher CGT annual 
exemption. For example, assets could be sold and then 
repurchased (note that this is not effective for shares unless 
there is a 30-day gap between the sale and reacquisition).

•	 Individuals and trustees may also want to crystalise losses 
prior to 6 April 2023. However, where a non-domiciled 
individual is about to become deemed domiciled, crystallising 
losses now may not be appropriate. Advice should be taken 
if this is relevant.  

Business Asset Disposal Relief (BADR)

A lower CGT 10% rate applies on lifetime gains up to £1 million 
that qualify for BADR. Certain conditions need to be satisfied for 
a minimum of 24 months. There are several conditions that need 
to be satisfied. 

We are also aware that HMRC is sending “nudge letters” to 
taxpayers who are believed to have exceeded their BADR relief. 

If you are considering selling all or part of your business, then 
you should speak to your tax advisor to see whether BADR may 
be available.

Investors’ relief

Shares in unquoted trading companies subscribed for on or after 
17 March 2016 and owned for a minimum of 3 years may be 
eligible for a 10% CGT rate on gains up to £10 million. Various 
conditions must be satisfied in order to qualify for the reduced 
tax rate.

Principal Private Residence (PPR) Relief

Individuals who sell a property which has been their main 
property throughout ownership (including the last 9 months 
of ownership) are not subject to capital gains tax on any gain 
realised on the sale. If a taxpayer owns two properties, an 
election is required within two years to nominate the property 
qualifying as their PPR.

In some instances, there may be a need to report the transaction 
to HMRC within 60 days of the completion date (see below).

UK residential property disposals and Non-Resident Capital 
Gains Tax

•	 Since 2019 non-residents have been liable to CGT on the sale 
of UK property. 

•	 For both UK residents and non-residents, there is a need to 
report the sales to HMRC and pay any CGT due within 60 
days of the completion of the relevant disposal. 

•	 All UK property transactions by non-residents need to be 
reported, whereas UK residents may be able to claim an 
exemption. 

If you are considering selling a UK property, then you should 
speak with your tax advisor to ensure that the necessary 
reporting is completed within the required timescale.  
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Basis Period Reform

New legislation has been introduced relating to the taxation 
of sole traders and partners (unincorporated businesses). 

Current Position

•	 Unincorporated businesses are currently taxed on the 
“current year basis”. Namely the profits assessed are 
those for the accounting year ending in the tax year. A 
business has a December year end. The profits for the 
year ended 31 December 2022, are taxed in 2022/23.

New Basis

•	 For the year ended 5 April 2025, the basis of taxation 
moves to the current year basis. This means the profits 
that are earned during the tax year - therefore 9 months 
of profits for the year ended 31 December 2024, and 3 
months to 31 March 2025.

Transitional basis

•	 This applies for the year ended 5 April 2024. The profits 
assessed will be the year ended 31 December 2023, 
together with the net profits for the 3 months to 31 March 
2024 (after deducting overlap profits brought forward). 
The period to 31 March 2024 is the “transitional period”.

•	 The tax payable on the profits for the transitional period 
can be apportioned over a number of years, subject to 
certain conditions being satisfied. Your normal contact 
can provide information where relevant. 

Businesses Unaffected

•	 Where an unincorporated business has either a 31 March 
or 5 April year end, they are unaffected by the changes. 

Tax-efficient investments

ISAs

•	 The amount that individuals may invest into an individual 
savings account (“ISA”) remains unchanged for 2022/23 
at £20,000.  The income and gains arising within the ISA 
are tax-free. It may therefore be beneficial to consider 
making a payment to an ISA prior to 6 April 2023 to use 
up the £20,000 limit for the tax year. 

•	 It is also possible to invest in a junior ISA for children 
under 18. The limit is £9,000. There are special rules 
applicable for children aged 16 & 17. 

•	 £4,000, Lifetime ISA for 18- to 40-year-olds. Investments 
can continue to be made until the age of 50. This is taken 
into account when calculating the amount you can invest 
into an ISA.  

Enterprise Investment Scheme (EIS) / Seed Enterprise 
Investment Scheme (SEIS)/ Venture Capital Trust (VCT)

•	 EIS – Income Tax (IT) relief at 30% on £1m (increased to 
£2m where the additional £1m is invested in “knowledge 
intensive” businesses).

•	 SEIS - IT Relief at 50% on £100,000. This increases to 
£200,000 from 6 April 2023.

•	 VCT - IT relief at 30% on £200,000.

Dividends from VCTs are tax exempt, where dividends from 
other schemes are taxable. 

There are varying degrees of capital gains tax relief available 
subject to investments being held for an appropriate period. 

All investments owned for over 2 years qualify for Inheritance 
Tax relief, other than VCTs. 

Tax claims

Generally, income tax claims must (subject to exceptions) be 
made within four years after the end of the tax year to which 
the claim. Therefore, the deadline for claims with respect to 
the 2018/19 year will expire on 5 April 2023. Individuals may 
therefore wish to review whether all appropriate claims for 
the 2018/19 year have been made. 
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Non-domiciled individuals

The remittance basis is still available in 2022/23 for 
individuals who are UK resident but non-domiciled. This is 
free to access during the first seven years of UK residence. 
Afterwards, a remittance basis charge (RBC) is necessary.

•	 RBC is £30,000 where a taxpayer has been resident in the 
UK for more than 7 out of the past 9 years. 

•	 This increases to £60,000 after the 12th year of residence.
•	 Non-domiciled individuals whose 15th year of residence 

in the UK is in 2023/24 (i.e. individuals who have been 
continuously resident in the UK since 6 April 2008), will 
be considered ‘deemed domicile’ as of 6 April 2023. They 
are no longer able to claim the remittance basis or pay 
the RBC.  

Non-domicile status is also not available for individuals who 
were born in the UK and who had a UK domicile of origin at 
birth.

Foreign Losses

Normally, UK resident but non-domiciled individuals are 
unable to claim relief for foreign capital losses against their 
UK gains. However, it is possible to make a non-revocable 
election to claim the losses. The time limit for the election 
is within 4 tax years of the first year in which the remittance 
basis was claimed. Those who first claimed the remittance 
basis in 2018/19 have until 5 April 2023 to make the election.

There are several complexities and a set formula for how 
foreign losses will be allocated firstly against foreign gains 
and only then utilised against UK capital gains. 

Individuals considering moving to the UK

Individuals who are not currently a UK resident but who are 
contemplating moving to the UK should consider appropriate 
planning before their arrival.  Such planning should ideally 
be undertaken during a full tax year of non-residence (e.g. 
implemented by 5 April 2023 if the individual plans to become 
resident in 2023/24). 

This may include reviewing:

•	 Existing investments and investment structures
•	 Structuring of bank accounts and the ability to ring fence 

clean capital. 
•	 Domicile status
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Inheritance Tax (IHT)

•	 Non-UK domiciled individuals are subject to IHT on their 
UK situs assets only.

•	 UK domiciled individuals (including returning individuals 
with a UK domicile of origin) are subject to IHT on their 
worldwide assets – this includes those individuals who 
are deemed domicile (i.e. have been UK resident for 15 of 
the last 20 years).

•	 The Nil Rate Band (NRB) remains at £325,000 for 2022/23. 
IHT is only payable if chargeable lifetime transfers 
exceed the IHT nil rate band. Any unused proportion of an 
individual’s NRB can be transferred to a spouse on death, 
so that the surviving spouse can benefit from a £650,000 
NRB.

•	 There is an additional NRB available where the deceased’s 
main residence is passed to a direct descendent upon 
death. This additional NRB is £175,000 in 2022/23 and is 
set to remain at this level until 5 April 2028. The relief is 
lost for estates exceeding £2.35m.

Scope for reducing IHT payable

•	 Lifetime gifts and survive 7 years; 
•	 Gifts out of regular “surplus” income;
•	 Annual gift or small gift allowances or gifts in 

consideration of marriage; 
•	 Where over 10% of the value of an individual’s estate is 

passed to a charity, the IHT rate on the estate is reduced 
to 36%. 



Key UK self-assessment tax dates and deadlines for individuals:

5 April 2023

•	 end of 2022/23 UK tax year;
•	 four-year time limit expires for certain claims/elections for the 2018/19 tax year.

30 April 2023

•	 2021/22 electronic returns not filed by this date will be 3 months late.  Daily 
penalties may apply of £10 a day for up to 90 days.

31 July 2023

•	 2022/23 second payment on account becomes due;
•	 2021/22 electronic returns not filed by this date will now be six months late and a 

further penalty may be charged of 5% of the tax due, or £300 if greater. 

1 August 2023

•	 the second automatic 5% late payment penalty applies to any outstanding 2021/22 
tax. 

5 October 2023

•	 deadline to notify HMRC of chargeability to tax for individuals not issued a return 
(or a notice to file a return) by HMRC and who have a tax liability for 2022/23. 

31 October 2023

•	 deadline for submitting 2022/23 paper return unless there is no facility available 
from HMRC to file electronic tax return, in which case the deadline for a paper 
return is extended to 31 January 2024;

•	 2021/22 paper returns not submitted by this date are now 12 months late and 
subject to further penalty of 5% of the tax due, or £300 if greater. 

31 January 2024

•	 filing deadline for 2022/23 electronic returns.  £100 penalty arises for individual 
returns not filed by this date, regardless of whether tax is due;

•	 payment deadline for 2022/23 tax and first payment on account for 2023/24;
•	 third automatic 5% late payment penalty applies to any outstanding 2021/22 tax. 

28 February 2024 

•	 first automatic 5% late payment penalty applies to outstanding 2022/23 tax. 
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