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When you are busy running your own business, it can be hard to step back and look at the big picture, and its all too easy to
overlook tax issues beyond your basic compliance responsibilities.

This Tax Review guide covers a number of actions for you to consider. Not all of the actions will be relevant to you but,
where a suggestion is of interest, please contact us for specific advice.

The information contained in this report is not intended to be advice. Should any of the areas covered in this report be of
interest to you, please speak to one of our team.
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TAX REVIEW
You – Income Tax

Income Tax
Pensions
YOU
Capital Gains Tax
Inheritance Tax

Give Funds To Your Spouse/Civil Partner

Switch Your Company Car

Personal income over £150,000 is taxed at 45%. However,
because the personal allowance is reduced by £1 for every
£2 of net income over £100,000, for income between
£100,001 and £122,000 the effective top rate is 60%.
Individuals with incomes near these thresholds can reduce
their tax liabilities by reducing their taxable income below
£100,000 or £150,000.

Choose a lower emissions car to save tax or even better, if
you can switch to an electric or hybrid car. Low emissions
vehicles of less than 75g CO2 are split into 2 bands for
benefit in kind purposes, and enjoy much lower tax charges
than higher emission cars.
From 2020/21, these bands will be split further, depending
on the battery mileage range of the car. If you choose a
hybrid car with a battery mileage range of more than 130
miles, you could pay as little as 2 percent benefit in kind in
2020/21, or a range of more than 70 miles will equate to a
benefit of 5 percent of the car list price (to include the
cost of the battery).

This can be achieved by changing income into non-taxable
forms, deferring income, making pension contributions,
making payments to charity or giving income yielding assets
to a spouse/civil partner with lower income.
Enterprise Investment Scheme

Give It To Charity

In each tax year an individual can get tax relief on a
qualifying EIS contribution. It is possible to carry back up to
100% of investments into qualifying EIS companies to a
previous tax year; so a carry back claim made for a current
year investment could reduce tax liabilities in the previous
year, accelerating tax relief.

If you have a favourite charity, consider making Gift Aid
donations before 31 January to provide an early benefit to
the charity, and elect for the donation to be treated as
made in the previous tax year to accelerate tax relief.
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You – Income Tax

Gear Up Commercial Property
If you let a property and have significant equity (i.e. it is
worth much more than the mortgage secured on it), you
may be able to reduce the tax you will pay on rental profits
by releasing equity in the property. In certain
circumstances, property owners can increase their
borrowing against a property and continue to claim tax
relief on the loan interest.
NON-UK Domiciled Individuals Remittances
If you are not domiciled in the UK, it is vital to review your
remittances for the current tax year. There may be scope
for further remittances to the UK or it may be appropriate
to take remedial action to reduce future liabilities.
Seed Enterprise Investment Scheme
In each tax year, an individual can invest up to £100,000 in
start up companies and claim income tax relief up to 50%
(regardless of his or her highest effective tax rate).

Residential Let Properties
With restrictions on loan interest deductions in some
circumstances there may be tax advantages in forming a
limited company to take over the running of a property
letting business.

Repay Loans To A Close Company
If you have received funds by way of a loan from a close
company of which you are a director or shareholder, the
company will face a 32.5% tax charge if the loan is not
repaid within nine months of the end of the company's
accounting period.
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You – Pensions

Pensions For All
Stakeholder pensions allow contributions to be made by, or
for, all UK residents, including children.

Protect A Large Pension Pot
Although funds invested within a pension can grow tax free,
there is a limit (the lifetime allowance – LTA) on the total
amount you can hold in a pension pot, funds in excess of
the limit will suffer penalty tax charges when you start to
take pension benefits.

Claim Higher Rate Tax Relief On Pensions Contributions
The standard annual allowance (AA) of £40,000 for pension
contributions (the total of personal and employer
contributions) is reduced by £1 for every additional £2 of an
individual’s ‘adjusted income’ over £150,000, if the
individual’s ‘threshold income’ exceeds £110,000. This
means that the minimum AA will be £10,000 for individuals
with annual income of £210,000 or more, but tax relief at
your top rate of tax is still available on contributions up to
your annual allowance. Where possible, consider company
pension contributions as an alternative to personal pension
contributions.

Stakeholder Pension
You may be able to make gross pension contributions of up
to £3,600 each year (per individual) on behalf of your
spouse/children/grandchildren, even if they have no
earnings.
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You – Capital Gains Tax

Use Annual Exemptions

UK Residents CGT Filing Requirements

Everyone can realise capital gains up to the annual
exemption tax free. The exemption is available to each
individual, including minor children, but any exemption
unused in a year cannot be carried forward.

From April 2020, UK residents will be required to file a
return and make a payment on account of CGT due on
disposal of Residential Property (UK & Overseas), within 30
days of date of disposal.

Swap Your Elected Main Residence

Non-Residents CGT

Private residence relief is available on disposal of your
main home. If you have two homes and have resided in
both, consider making a main residence election (within 2
years of acquiring both homes), for your second home if it
is standing at a large gain and you are likely to sell it first.

Non-Residents need to consider UK CGT implications on
disposal of UK residential property, UK commercial
property, and sale of shares in non-UK company (if its value
is derived from UK property).

Aim For Entrepreneurs’ Relief To Pay Only 10% CGT
For disposals of businesses or business assets,
entrepreneurs' relief (ER) may be available on qualifying
gains meaning that CGT is suffered at a rate of only 10%.
Any excess is taxed at the main rate of CGT (currently 20%
for 2018/19).

Consider Investors Relief
Investors Relief offers 10% CGT rate, on lifetime gains up to
£10m on disposal of shares in an unlimited company or
holding company of a trading company.

There are numerous conditions to consider, including a
requirement for the shares to have been held for at least 3
years (from April 2016), and there are restrictions on the
ability of investors to be employees or directors of the
company.
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You – Inheritance Tax

Update Your Will

Leave Your Family Home To A Direct Descendant

Regularly reviewing and updating Wills as financial and
family circumstances change and tax rules evolve is the
best way for all individuals to manage their family's IHT
exposure.

An additional Inheritance Tax (IHT) nil rate band (the
residence nil rate band, RNRB) is available on death where
a residence is passed on to a direct descendant (including
adopted, step and foster children). The RNRB is tapered
away for estates with a net value of more than £2m (before
reliefs and exemptions). The RNRB will increase by £25,000
each year reaching the maximum amount of £175,000 by
2020/21.

Switch Your Assets - Maximise Reliefs Available
Inheritance tax (IHT) is payable on the chargeable value of
your estate above the nil rate band. However, several types
of asset qualify for 100% relief from IHT once held for two
years. Consider holding assets that qualify for BPR/APR.

IHT Relief On Charitable Gifts
If you already plan to make substantial gifts to charity in
your Will, leaving at least 10% of your net estate (after all
IHT exemptions, reliefs and the nil rate band) to charity
could save your beneficiaries IHT. A reduced rate of IHT of
36% (rather than 40%), applies where 10% or more of the
net estate is left to charity.

Protect Family Wealth Using A Family Investment
Company
Operating an investment company may be attractive in
some circumstances if you are seeking to preserve family
wealth within a controlled family environment, and/ or
wish to consider introducing the next generation into the
decision making about investments made. The most
appropriate structure will depend on the family
circumstances and objectives.

Pass On Your Pension
There have always been special tax rules for funds
remaining in a defined contribution pension scheme when
an individual dies. Where an individual dies before age 75
and before taking any pension benefits, there is no pension
exit charge and no IHT charge (most pension funds are
written in trust so that the funds do not form part of the
individual's estate). This means that a lump sum can usually
be paid to the individual's beneficiaries tax free.
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Accelerating Revenue Expenses Before Your Year End

Bringing Trading Companies Into The Group Structure

Where a business is planning to incur significant expenses
around its year end, it may choose to accelerate that
expenditure so that it falls before, rather than after, the
year end in order to reduce taxable profits in the earlier
year.

There may be particular reasons why an individual shareholder
or group of individuals holds a series of companies directly, but
the disadvantage of this is that losses cannot be surrendered
between the companies as group relief.

Making Provisions Before Year End

Elect For A Gain To Arise In Another Group Company

A business may choose to make provision for future
expenses in its accounts if those provisions are justifiable
under generally accepted accounting practice (GAAP).

Companies that are members of a capital gains group can make
a joint election to transfer a gain arising on a disposal of a
chargeable asset from the disposing company to another group
company.

Timing Of Capital Disposals
There can be a benefit in delaying capital disposals
planned close to a business’s year end until early in the
following year, in order to defer the timing of tax pay
ments arising on any chargeable gains.

Retain Profits In The Company
Where profits do not need to be withdrawn to meet current
spending requirements or the rate of tax on dividend income is
seen as too high, retaining profits in the company is a useful
option.
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Your Business – Company Considerations

Manage Shareholders’ Loan To Minimise Tax Charges

Review Property Ownership

A loan from a ‘close company’ to a shareholder can be
made without an immediate tax charge and, provided it is
repaid within nine months of the year end, will not trigger
a penalty tax charge on the company (BiK – beneficial loan
interest needs to be considered).

Where valuable business property is owned, there can be
tax advantages to owning it outside the company, but there
may also be disadvantages if it is to be retained for the
long term. Therefore, reviewing plans each year before the
end of the accounting period is sensible to ensure that
unexpected personal or business tax charges are avoided.

Reclaim All The VAT You Are Entitled To
Before your VAT year end, it is important to clear up any
outstanding VAT issues if possible and check you have not
missed any VAT claims.

Claim Relief for VAT on Bad Debts
Where you have trade debts on which you have accounted
for VAT, that have remained unpaid for a period of 6
months after date of supply/time payment was due, and
certain conditions are met you can claim a refund of the
VAT.

Review Profit Withdrawal Options
Withdrawing profits from your company by way of
dividends, or other methods may be tax-efficient,
compared to remuneration.
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Your Business – Reliefs

Carry Back of Trading Losses

Claim Group Relief For Losses and Excess Costs

If you have self-employment income, any trading losses you
make can be set against your other income in the same tax
year or the previous tax year to generate tax relief.

In a group situation (where all subsidiaries are at least 75%
owned), current year losses can be surrendered from one
group company to another. Carried forward losses can
also be surrendered from one group company to another
subject to certain restrictions.

Make The Most Of Your Annual Investment Allowance
Claim R & D Relief

If your business spends a significant amount of money on
items of equipment, fixtures etc, planning the timing of
that expenditure carefully can ensure you make the most of
the annual investment allowance (AIA) to claim the 100%
tax deduction on purchases.

Generous tax reliefs are available for UK companies
undertaking research and development (R&D) activities.

Sell A Subsidiary Tax-Free

Purchasing Assets Which Qualify For 100% Capital
Allowances

If you are planning to sell a company out of a corporate
group in the next 12 months or so, it is important to check
whether the company and the group will meet the trading
test for the purposes of the substantial shareholding
exemption.

In addition to the AIA, 100% allowances can be claimed on
purchases of certain energy and water saving plant and
machinery, or assets to be used in research and
development.

Make Patent Box Claims

Short Life Assets

Companies generating income that stems from patents can
reduce their corporation tax by electing in to the patent
box regime.

If applicable make a short life assets election to claim full
capital allowances over an eight year period.
Defer Capital Gains

Structures and Building Allowance (SBA)

If you sell an asset that has been used in your business and
you realise a capital gain, the gain can be rolled over if you
buy another qualifying business asset within three years.

If you incur expenditure on new construction on nonresidential buildings and structures, SBA will be available
over 50 years at a rate of 2% per annum.
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Your Business – Brexit

Business Strategy

Sales & Marketing

Have you assigned a person to lead your response to Brexit,
looking at the potential risks to your business and
identifying how you might address/ mitigate those risks
across all areas of your business?

Are you following the steps above to ensure you maintain
your existing customer base, and maximise your potential
in UK, Europe and further afield? Your sales and marketing
plan should feedback directly to your business strategy.

What are the opportunities arising from Brexit for your
business, and can you take advantage of them? We are
working with businesses across NI ensuring they are as
robust as possible, and have considered changes that
Brexit, and a changing environment/economy may bring.

Finance
How will currency volatility impact your business, if you are
vulnerable to currency fluctuations? Should you put plans
in place to limit your exposure? If your supplier costs are
likely to increase, should you be negotiating/ discussing
pricing now?

Operations
Do you need to improve efficiencies; look at the whole
supply chain, and internal processes for managing
movement of goods. Do you have the resources that may
be required? (Customs/ Border, Tax/ Regulatory
requirements etc).

Budgets should include potential Brexit costs (Tariffs/ VAT/
Administration costs).

People Management
Do your employees conduct work outside the UK, or do you
employ individuals from outside the UK? You need to
consider how restrictions of the movement of people, to &
from the UK could impact your business.

Innovation
Thinking one step ahead, will get you one step ahead. If
you are ready to assist customers with issues that they will
face, you will be positioning your business for growth. Do
you need to change how you work/ what you do to meet
changing customer requirements/ supply challenges or
tariffs imposed by Brexit?

Attracting & retaining skilled employees has become more
difficult for NI Businesses; what steps can you take to
ensure you have a sufficiently skilled workforce to grow
your business?
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Your Business – Family Owned Business

Succession Plan

Limit Disruption To Your Business

Having a strategic plan that addresses succession is vital to
the continued success of your business, enabling decisions
to be made and the business to grow.

Most family business without the proper policies/
procedures in place (family constitution etc), report that
they face disruption from lack of communication between
family members, and extended family involvement within
the business.

Successors need to have the skills, desire and vision to grow
the business, therefore identifying and training your
successor is key to continued success.

Obtaining agreement/ buying into policies, around the
following will limit disruption to the business:

Remuneration Policy
One issue that causes undue concern in most family owned
business, is the remuneration policy:
•

Who is entitled to a job? Do they have the skills or
desire to do the job?

•

What do family members get paid? Are they paid more
or less than non-family members/ are they remunerated
appropriately for the role they have?

•

Does each family employee have a clear role with
responsibilities and a method of evaluating
performance?
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•

Who can be involved in the business i.e. Shareholders
and Employees?

•

What will be communicated to family members (when &
how)?

TAX REVIEW

Tax Strategy / SAO / CCO

Senior Accounting Officer

Corporate Criminal Offence: A Formal Requirement to

The UK’s tax reporting requirements for large groups place
significant responsibilities on the group’s senior accounting
officer (SAO); there is no scope for complacency.

Prevent the Facilitation of Tax Evasion
The Corporate Criminal Offence (CCO) of failure to prevent
the facilitation of tax evasion is part of the continued,
global focus on the prevention of tax evasion and other
financial crimes. It is one of a raft of measures in the UK
that was introduced in the Criminal Finances Act to take
effect from September 2017.

The senior accounting officer legislation was introduced in
2009, and requires SAO’s to take reasonable steps to ensure
that they establish and maintain appropriate tax accounting
arrangements, to allow tax liabilities to be calculated
accurately in all material respects, and certify that this is
the case to HMRC on an annual basis.

Based on the UK Bribery Act 2010, the aim of the
legislation is to overcome the difficulties in attributing
criminal liability to corporates when its employees,
contractors and other ‘associated persons’ are seen to be
facilitating tax evasion by a taxpayer who could include a
customer or supplier.

Documenting Your Tax Strategy
There is a legal requirement for certain large companies to
publish their tax strategy online as it relates to UK taxation
(turnover > £200m or balance sheet £2bn in previous
financial year). It must be published ‘on the internet’, with
most organisations seeing this either as a separate
document or as part of existing CSR statements. Failing to
do so will result in financial penalties, potential adverse
publicity and increased scrutiny from HMRC.

Under this legislation, it is the corporate that is subject to
prosecution without the need for prosecution of any
individual.

It applies to all taxes, and is relevant to all businesses
(namely, corporate bodies and partnerships) whatever their
size or industry sector. This UK tax evasion offence applies
to businesses worldwide and is applicable to any business
with certain UK connections.
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Your Business – Plan for the Future

Plan Now To Get Out At The Top

Use Pension Loans For Tax-Efficient Business Expansion

When you are working hard to grow your business, selling
up may the last thing on your mind. However, the UK's
economic recovery is driving more corporate acquisitions,
and experience shows that entrepreneurs with an exit plan
usually get a better return than those who only start to
think about a sale when a prospective purchaser appears.

A more flexible solution than retaining funds in the
company is to make substantial pension contributions on
behalf of family employees to a small self-administered
scheme (SSAS) or through self-invested personal pensions
(SIPPs).

The SSAS or SIPP may be able to lend funds to your business
in due course, subject to certain restrictions.

Map Out Plans For Your Next Business
If you have a new business venture in mind, the run up to
your company’s next year end is a good time to plan how it
will interact with your new venture.

Ensure Family Shareholdings Are Tax-Efficient
For disposals of businesses or an interest in a business,
entrepreneurs’ relief (ER) may be available on the first
£10m of an individual’s lifetime qualifying gains, meaning
that CGT is suffered at a rate of only 10%.

Don’t Become An Investment Company
As your company expands and prospers, cash surpluses can
accumulate, and investing in the company’s name in
unrelated assets such as land, property or quoted shares
can seem tempting to achieve a good return. However,
there can be risks where the value of those investments
forms a significant part of the company’s value so it is
important to check your company’s position each year.

Ensure your business qualifies for this relief as it will only
be available if all conditions are met during the 12 months
to disposal.
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People

Make Tax Free Pension Contributions

Bring Forward Bonuses

For employees, particularly those paying basic rate tax,
pension contributions made by your employer are tax
efficient as there is no tax to pay on this benefit and the
employer can claim a business tax deduction. If you own
the company, this can be a tax-efficient way to extract
value.

In common with other business expenses, bringing forward
a bonus payment to company directors into the current
accounting period means that the company will get tax
relief for the expense at an earlier date (although it
triggers earlier payment of PAYE/ NIC).

Get The Basics Right

Offer Salary Exchange For Pension Contributions To Save
NIC

Review your policies around travel/ subsistence and all
expenses paid to employees to ensure they are still fit for
purpose. They should also be reviewed and ensure that the
business is paying within approved scale rates. How robust
is your system for signing off bona-fide business expenses?

All companies are obliged to auto-enrol their employees in
a pension scheme, therefore putting in place or enhancing
a pension scheme for employees now makes sense.

Cross Border Workers

Ensure That You Are Utilising All Exemptions For Staff
Benefits

Do you send employees to work in other jurisdictions, or
have employees from outside the UK come to work in the
UK? If so, ensure you have accounted for tax correctly in all
jurisdictions. First Taxing rights mean that PAYE may be
due in another jurisdiction an employee carries out duties.
There may be more efficient ways of structuring
remuneration for cross border employees.

Look at staff remuneration as a whole package, to keep
down overall costs, and ensure remuneration is provided in
a tax efficient way where possible.

Consider Using Share Schemes/ Long Term Incentive
Plans
Using employee share schemes can both help your company
keep its wage bill down and help to retain and motivate key
staff. There are numerous ways to reward employees –
specific to key management or all staff, utilising various tax
advantaged share schemes, such as EMI or approved share
scheme or other options such as growth share options /
phantom share schemes. Share schemes can involve actual
shares, options to acquire shares at a later date, or
effectively a bonus based share scheme.
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NOTES

FOR MORE INFORMATION:
028 9043 9009
belfast@bdoni.com

This publication has been carefully prepared, but it has been
written in general terms and should be seen as broad guidance
only. The publication cannot be relied upon to cover specific
situations and you should not act, or refrain from acting, upon the
information contained therein without obtaining specific
professional advice. Please contact BDO Northern Ireland to
discuss these matters in the context of your particular
circumstances. BDO Northern Ireland, its partners, employees
and agents do not accept or assume any liability or duty of care
for any loss arising from any action taken or not taken by anyone
in reliance on the information in this publication or for any
decision based on it.
BDO Northern Ireland, a partnership formed in and under the laws
of Northern Ireland, is licensed to operate within the
international BDO network of independent member firms. A list of
partners' names is open to inspection at our registered office,
Lindsay House, 10 Callender Street, Belfast, BT1 5BN.
BDO Northern Ireland is authorised and regulated by the Financial
Conduct Authority to conduct investment business.
BDO is the brand name of the BDO network and for each of the
BDO Member Firms.
© February 2019 BDO Northern Ireland. All rights reserved.
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