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Dealing with directors’ 
loan accounts

What are directors’ loan 
accounts?

It is common for director-shareholders 

in family companies to have a loan 

account with the company. This might 

take a number of forms: sometimes it 

åĔſ¼ſĔčÒÉåśÉſ¼ûĂĞüĚſÈĂĐĐĂĪÒÎſĂĞĚĐåßãĚſ

as a short-term loan, but more often 

it may comprise informal transactions 

such as cash withdrawals to meet 

personal expenditure; or personal 

expenses that are paid directly by the 

company.

Tip: Active area of HMRC compliance

HMRC has increased its compliance 

activity around directors’ loans over 

the last year. This has included nudge 

letters to company directors who had 

¼ſõĂ¼üſĪĐåĚĚÒüſĂÞÞſĪåĚãåüſĔčÒÉåśÉſÎ¼ĚÒĔƃſ

where HMRC thinks that this might not 

have been entered on the tax return.

This attention from HMRC is a timely 

reminder of the importance of getting 

compliance right, as errors have the 

potential to impact the tax position  

for both the individual director and  

the company.

Overdrawn accounts

Where a director has borrowed more, 

overall, from the company than they 

have lent to it, the director’s loan 

account is said to be overdrawn. 

The balance is then usually cleared a 

few months after the year end, when 

čĐĂśĚĔſã¼ĩÒſÈÒÒüſÎÒĚÒĐûåüÒÎƂſzãåĔſåĔſ

typically done by voting a dividend or 

paying a bonus.

Implications for Corporation Tax

Most family companies are what 

are technically known as ‘close’ 

companies. This brings them within 

scope of the loans to participators 

rules. These rules mean that there may 

be a Corporation Tax liability, often 

known as a s455 charge, if the loan is 

not paid within nine months and a day 

after the end of the accounting period. 

The charge is currently 33.75%.

Tip: s455 charge increasing

Because the s455 charge is set by 

reference to the upper dividend 

rate, new rules on dividend rates 

announced in the Autumn Budget 

2025 increase the s455 charge by two 

percentage points. It will therefore 

become 35.75% from 6 April 2026.

When the loan is then paid, released 

or written off, the charge can be 

reclaimed from HMRC. There is a 

timing difference, however, with tax 

being reclaimed nine months and a 

day after the end of the accounting 

period in which the loan is repaid.

Tip: Check the overall tax position

Some loans to director-shareholders 

can fall to be treated as taxable 

ÒûčõĂİûÒüĚſÈÒüÒśĚĔƂſzãÒĐÒſÉ¼üſ¼õĔĂſ

be Income Tax implications for the 

individual where a director’s loan 

is written off, as well as National 

Insurance consequences for the 

individual and company. The rules  

are complex, and we are happy to 

discuss your individual circumstances 

with you.

Planning so the charge does not 
arise

The charge does not normally arise 

if the director-shareholder pays off 

the loan balance within nine months 

and a day of the accounting year end. 

Clearing the loan balance can be done 

by paying dividends; payment of a 

bonus; repaying in cash; or by writing 

off the loan.

Visit our website to learn more.

Read More
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Making Tax Digital for Income 
Tax (MTD IT)

MTD IT, introduced in phases from 

April 2026, has some aspects that 

particularly impact landlords. These 

include the fact that:

	É For joint property owners, it is the 

individual share of joint property 

income that is taken into account

	É UK property and overseas 

property are treated as separate 

businesses. Income from 

different properties will need 

to be grouped under these two 

categories before submission, 

with separate quarterly updates 

needed for each. Someone letting 

property in the UK, plus a cottage 

in France, for instance, would 

üÒÒÎſĚĂſśõÒſÒåßãĚſĞčÎ¼ĚÒĔſčÒĐſ

year

	É Separate quarterly updates 

are also needed where there is 

a source of self-employment 

income. Adding this into the 

example above, twelve quarterly 

updates per year would be 

needed

	É If property is held in joint names, 

Ò¼ÉãſåüÎåĩåÎĞ¼õſĂĪüÒĐſûĞĔĚſśõÒſ

their own quarterly update, if 

their income requires them to be 

in MTD IT

	É There are areas of complexity 

for jointly-owned property, 

particularly as regards record 

keeping - as well as some 

ĔåûčõåśÉ¼ĚåĂüſĂčĚåĂüĔƂ

Separate Income Tax rates for 
property income

The Autumn Budget 2025 has 

announced that there will be separate 

Income Tax rates for property income 

from 2027/28. They will be:

	É 22% for basic rate taxpayers

	É 42% for higher rate taxpayers

	É 47% for additional rate taxpayers.

These rates will apply across England 

and Northern Ireland. The government 

will engage with the devolved 

governments of Scotland and Wales to 

give them the ability to set property 

åüÉĂûÒſĐ¼ĚÒĔƂſzãÒſśĐĔĚſİÒ¼ĐſĚãåĔſčĂĪÒĐſ

could come into effect in Scotland 

would be 2027/28.

A new order of taxation for the 

purposes of the Income Tax calculation 

will also apply from 6 April 2027. It will 

not be possible to use the Personal 

Allowance against property income 

in priority to employment, trading or 

pension income. This will potentially 

see property income exposed to 

higher rates of tax than all other 

income except savings and dividend 

income.

Property income is any income from 

letting land and buildings. Individuals 

have a Property Allowance. This 

exempts property income of up to 

£1,000 per year. Property income 

over £1,000 can be reduced either by 

the £1,000 Property Allowance, or by 

deducting relevant expenses.

Further information on MTD IT is 

given in the Unincorporated Business 

Matters section of this Guide.

Please talk to us to make sure that you 

have everything in place to comply 

with the new rules.

Capital Gains Tax matters

For most people, access to Private 

Residence Relief (PRR) on sale of a 

main residence is unproblematic. 

Complexities can arise, however, for 

example where the property is let, or 

where you own two properties. 

Please talk to us for more information.

High Value Council Tax 
Surcharge

The Autumn Budget 2025 announced 

that from April 2028, there will be a 

new High Value Council Tax Surcharge 

applying to properties in England 

valued at £2 million or more. It will 

be collected alongside the existing 

Council Tax due for the property.

In Scotland, there will be two new 

high value Council Tax bands for the 

most expensive residential properties 

from 1 April 2028. These will sit above 

the current highest band, and will 

be based on up-to-date values 

for these properties only. All other 

homes will remain on the existing 

valuation framework. Band I will apply 

to properties valued between £1 

million and £2 million; and Band J for 

properties valued above £2 million.

Property matters

Compliance for property owners continues to be demanding.
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Plan ahead for Business Asset 
Disposal Relief (BADR)

BADR has always been a key relief for 

the disposal of a business or business 

assets. For many years, BADR, where 

¼ĩ¼åõ¼ÈõÒƃſã¼ĔſÉã¼ĐßÒÎſĚãÒſśĐĔĚſǈšſ

million of qualifying lifetime gains at an 

effective rate of 10%, but the relief has 

become less generous:

	É The rate of tax is 14% for gains 

on qualifying assets disposed of 

from 6 April 2025

	É It rises to 18% for qualifying 

assets disposed of on or after 6 

April 2026.

Careful attention to the way a business 

is owned and structured is essential to 

ensure eligibility for BADR, as various 

ownership conditions apply. They 

require, for instance, a minimum period 

of ownership of two years up to the 

date of disposal, and for companies, 

the requirement to hold at least 5% of 

the company’s ordinary share capital, 

and the ability to exercise at least 5% 

of the voting rights.

Action point: Review eligibility for 
BADR

Claims for BADR can fail for lack 

of planning. Regular review of 

shareholdings and other requirements 

can ensure eligibility for BADR is 

maximised, and we can help you with 

this.

Use business structure to advantage

The way that the business is structured 

can also be used to facilitate a 

change-over process.

Using a partnership, for example, can 

have advantages such as allowing 

ĚãÒſĔčĐÒ¼ÎſĂÞſåüÉĂûÒſ¼üÎſčĐĂśĚĔſ

between family members. This might 

mean being able to provide income 

to family members in lower tax bands, 

ĪãåõÒſĐÒĚ¼åüåüßſŜÒįåÈåõåĚİſĚĂſõÒĔĔÒüſĚãÒſ

impact of higher tax bands on senior 

members.

In some circumstances, trusts can also 

provide a useful way to implement 

Éã¼üßÒƂſ«ãÒĐÒſĚãÒĐÒſåĔſĔåßüåśÉ¼üĚſ

family wealth, the use of Family 

Investment Companies can combine 

Ě¼įſÒÞśÉåÒüÉİſĪåĚãſ¼ſĔĚĐĞÉĚĞĐÒſĚã¼Ěſ

allows for the gradual transfer of 

wealth and control to incoming family 

members.

Use shareholding to facilitate the 
handover

Shareholding can help facilitate a 

gradual phasing in of new family 

members to a family company. 

Incoming family members can be 

given the chance to get involved in 

the family business, explore roles and 

demonstrate commitment, while the 

senior generation retains control. The 

use of different types of shares, with 

different rights attached (sometimes 

called alphabet shares) can be 

particularly useful here. Over time, the 

percentage stake in the business can 

be reset, with shareholdings used to 

pass the baton from one generation to 

the next.

Working with you

We are here to help you decide how 

your business should navigate the 

future. Please don’t hesitate to contact 

us for more advice.

Read More
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Rates and bands: English, Welsh and Northern Irish taxpayers 
2025/26

z¼į¼ÈõÒſåüÉĂûÒ \ĂüƓĔ¼ĩåüßĔſ¼üÎſ
Ĕ¼ĩåüßĔſåüÉĂûÒſĐ¼ĚÒ 0åĩåÎÒüÎſĐ¼ĚÒ

£0 to £37,700 20% 8.75%

£37,701 to £125,140 40% 33.75%

Over £125,140 45% 39.35%

With the exception of dividend rates (covered below) Income Tax rates and 

thresholds remain the same for 2026/27. Taxable income is income in excess 

of the Personal Allowance. Non-savings income broadly comprises earnings; 

čÒüĔåĂüĔƅſĚĐ¼ÎåüßſčĐĂśĚĔſ¼üÎſčĐĂčÒĐĚİſåüÉĂûÒƂ

Change coming: It has been announced that the rules which govern the order in 

which reliefs and allowances are allocated against income will change from 6 April 

2027. This means that the Personal Allowance and other reliefs will be set against 

åüÉĂûÒſÞĐĂûſÒûčõĂİûÒüĚƃſĚĐ¼ÎåüßſĂĐſčÒüĔåĂüĔſśĐĔĚƂſzãÒİſĪåõõſĂüõİſÈÒſ¼ččõåÒÎſĚĂſ

property, savings and dividend income after this. Currently, the order of offset is 

a matter of choice.

Rates and bands: Scottish taxpayers 2025/26

z¼į¼ÈõÒſƗüĂüƓĔ¼ĩåüßĔƘſ
åüÉĂûÒ *¼üÎ p¼ĚÒ

£0 to £2,827 Starter 19%

£2,828 to £14,921 Basic 20%

£14,992 to £31,092 Intermediate 21%

£31,093 to £62,430 Higher 42%

£62,431 to £125,140 Advanced 45%

Over £125,140 Top 48%

The recent Scottish Budget announced that the Basic and Intermediate rate 

thresholds will increase in 2026/27, with the Higher, Advanced and Top rate 

thresholds remaining frozen. The Starter band therefore becomes £0 to £3,967, 

the Basic band becomes £3,968 to £16,956, and the Intermediate band £16,957 

to £31,092.

These rates and thresholds apply to non-savings income only. Scottish taxpayers 

pay tax on savings and dividend income using UK tax rates and bands. The 

Personal Allowance is set for the UK as a whole.

Tax rates and allowances

Income Tax rates and bands for 2025/26 are determined 
by which part of the UK someone lives in, and what type of 
income they have.
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The Personal Allowance

In principle, everyone is entitled to a 

basic Personal Allowance before any 

Income Tax is paid. This meant that 

many people pay no Income Tax on the 

śĐĔĚſǈšŢƃťŧŠſĂÞſåüÉĂûÒſĐÒÉÒåĩÒÎƃſ¼üÎſ

those with lower levels of income may 

pay no Income Tax at all.

The Personal Allowance can be higher 

if someone is eligible for the Blind 

Person’s Allowance.

The freeze to the Personal Allowance, 

and higher and additional rate 

thresholds has been extended until 5 

April 2031.

Action point: Prioritise e�ciency

zãÒſśĔÉ¼õſÎĐ¼ßſÉ¼ĞĔÒÎſÈİſĚãÒſÞĐÒÒĶåüßſ

of the Personal Allowance and tax 

thresholds such as the National 

Insurance limits and the Inheritance 

z¼įſüåõſĐ¼ĚÒſÈ¼üÎſĪåõõſã¼ĩÒſĔåßüåśÉ¼üĚſ

effect over time, adding to tax bills 

and pushing individuals into higher 

rates of tax. It is therefore all the more 

important to make sure that your 

¼ÞÞ¼åĐĔſ¼ĐÒſĔĚĐĞÉĚĞĐÒÎſ¼ĔſĚ¼įſÒÞśÉåÒüĚõİſ

as possible, and we can help you 

review your position.

Manage hidden top rates of tax

Where income exceeds £100,000, 

there are additional points to watch. 

Though the 45% additional rate of 

Income Tax only applies to taxable 

income over £125,140, the effective 

rate of tax may be higher than this, 

as the Personal Allowance is reduced 

where adjusted net income is more 

than £100,000.

The Personal Allowance thus falls by 

£1 for every £2 of adjusted net income 

over £100,000, and where adjusted net 

income is £125,140 or more, all Personal 

Allowance is lost. The effective ‘hidden’ 

rate of tax on this income, is therefore 

60%: and more if you are a Scottish 

taxpayer. Timely planning can help.

Action point: Minimise loss of  
Personal Allowance

It may be possible to reduce taxable 

income and keep the Personal 

Allowance by making personal pension 

contributions, or donations under Gift 

Aid. We can discuss this with you.

Taxing savings and dividend 
income

Savings Allowance: The Savings 

Allowance applies to savings income, 

such as bank and building society 

interest, with the amount available 

based on the marginal rate of tax. 

Broadly, those taxed at up to the 

basic rate of tax have an allowance 

of £1,000: higher rate taxpayers have 

an allowance of £500. Additional rate 

taxpayers do not receive the Savings 

Allowance.

Savings income within the Savings 

Allowance still counts towards the 

basic or higher rate band. It can thus 

impact the rate of tax paid on savings 

and dividends above the Savings 

Allowance.

0% starting rate for savings income: 

Some individuals qualify for a 0% 

starting rate of tax on savings income 

up to £5,000. This remains at £5,000 

until 5 April 2031. The 0% rate is 

not available if taxable non-savings 

income (broadly earnings; pensions; 

čĐĂčÒĐĚİſåüÉĂûÒſ¼üÎſĚĐ¼ÎåüßſčĐĂśĚĔƃſ

less allocated allowances and reliefs) is 

more than £5,000.

Change coming: The rate of Income 

Tax for savings income will go up from 

6 April 2027.
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Tip: Take care with transfers

Any transfer must be an outright gift, 

and the donor should no longer exert 

ÉĂüĚĐĂõſĂĩÒĐƃſĂĐſÎÒĐåĩÒſÈÒüÒśĚſÞĐĂûſĚãÒſ

asset. The transfer of assets between 

spouses, or transfer of interests in a 

business can prompt questions from 

HMRC. This is particularly the case 

if tax saving seems to be the main 

reason for the transfer.  

Please do talk to us in advance of any 

action to make sure that arrangements 

are effective, and do not inadvertently 

fall foul of any anti-avoidance rules.

Planning for unmarried couples

~üû¼ĐĐåÒÎſÉĂĞčõÒĔſĪåõõſśüÎſåĚſ

ÈÒüÒśÉå¼õſĚĂſÒďĞ¼õåĔÒſåüÉĂûÒſ¼Ĕſ

much as possible to minimise Income 

Tax. But it should be noted that 

Ğüû¼ĐĐåÒÎſÉĂĞčõÒĔſÎĂſüĂĚſÈÒüÒśĚſ

from CGT neutral transfers between 

parties, making the transfer of assets 

potentially liable to CGT. Where 

any such transfer is substantial, an 

Inheritance Tax (IHT) liability could also 

arise.

Will planning is especially important for 

unmarried couples. Both parties must 

make a will if they want the other to 

ÈÒüÒśĚſÞĐĂûſĚãÒåĐſÒĔĚ¼ĚÒſ¼ĚſÎÒ¼ĚãƂ

Children

Children are treated independently for 

Ě¼įſčĞĐčĂĔÒĔƂſGÞſĚãÒİſã¼ĩÒſĔĞÞśÉåÒüĚſ

income to be liable to tax, they are 

treated as an adult would be treated, 

with their own Personal Allowance; 

basic rate tax band; savings band; and 

their own CGT annual exemption.

Working in the family business

To make use of the Personal Allowance, 

younger members of the family can 

sometimes be employed in the family 

business, subject to any relevant 

legal restrictions. Employment must 

be a reality, with payment only made 

where work is actually done, and the 

rate of payment being commercially 

ñĞĔĚåś¼ÈõÒƂſ ĚĚÒüĚåĂüſĚĂſûåüåûĞûſĪ¼ßÒſ

rules is also needed.

Transfer of income producing assets

Where a child’s income is low, there 

may be some scope to transfer income 

producing assets to them, in order to 

use their Personal Allowance.

@ĂĐſĂčĚåû¼õſĚ¼įſÒÞśÉåÒüÉİƃſÉĂüĔåÎÒĐſ

who is best to make any such transfer, 

however. If provided by a parent, the 

income remains taxable on the parent 

if it exceeds £100 (gross) per tax year. 

This means that there is sometimes 

more scope for a grandparent or 

other relative to pass wealth to the 

next generation. In this case, the 

implications for IHT should also be 

taken into account.

Top tips for grandparents

IHT lifetime gifts: There were fears that 

Autumn Budget 2025 might chip away 

at the rules around IHT exemptions. 

This, however, did not happen, and 

there continue to be a number 

of measures that can be used to 

advantage in a family context. They are 

often used to enable grandparents to 

čĐĂĩåÎÒſśü¼üÉå¼õſãÒõčſĚĂſßĐ¼üÎÉãåõÎĐÒüſ

åüſ¼ſĚ¼įſÒÞśÉåÒüĚſû¼üüÒĐƃſ¼üÎſÈİſ

reducing the value of the estate that 

sits above the £325,000 nil rate band, 

they also work to reduce any IHT due 

on death.

Areas to consider include use of the 

IHT annual exemption of £3,000; and 

other exemptions allowing small gifts 

of up to £250 per recipient; wedding 

gifts of up to £2,500 to a grandchild or 

great grandchild; and gifts made out 

of normal expenditure out of income. 

Gifts can also be exempt if made more 

than seven years before death.

Pension contributions: One way a 

lifetime gift can be structured is as a 

pension contribution for a grandchild. 

A pension can be set up from the 

child’s birth, and whilst only a parent 

or guardian can set the pension up, 

anyone can contribute thereafter. 

A contribution of up to £2,880 per 

year can be made. This automatically 

receives 20% tax relief, bringing the 

śßĞĐÒſĞčſĚĂſǈţƃŦŠŠſčÒĐſİÒ¼ĐƂ

«ãÒĐÒſĚãÒſû¼įåûĞûſśßĞĐÒſåĔſåüĩÒĔĚÒÎſ

every year from birth to age 18, and 

then left to grow until the grandchild 

reaches retirement age, this could 

ĐÒčĐÒĔÒüĚſĔåßüåśÉ¼üĚſśü¼üÉå¼õſčĐĂĩåĔåĂüſ

for the future.

Tip: Contributing to a pension for an 
adult child

Making pension contributions for an 

¼ÎĞõĚſÉãåõÎſÉ¼üſ¼õĔĂſû¼óÒſ¼ſĔåßüåśÉ¼üĚſ

impact. For tax purposes, contributions 

by a third party are treated as though 

the individual scheme member 

had made them. As well as helping 

boost the pension, therefore, such 

ÉĂüĚĐåÈĞĚåĂüĔſĪåõõſåûč¼ÉĚſĚãÒſśßĞĐÒſ

for adjusted net income used to 

determine eligibility for the High 

GüÉĂûÒſ+ãåõÎſ*ÒüÒśĚſ+ã¼ĐßÒƃſz¼įƓ@ĐÒÒſ

Childcare, and the Personal Allowance 

taper. The value of this is not to be 

understated.

In summary: Getting the IHT rules right 

is complex. As well as the implications 

for tax, it is important to take an all-

round view, including the impact of 

ßåÞĚĔſĂüſĚãÒſĂĩÒĐ¼õõſśü¼üÉå¼õſĪÒ¼õĚãſĂÞſ

the donor. Please contact us to explore 

this further.

Read More
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Who qualifies

Claimants must generally be in 

work, either on an employed or 

self-employed basis. They and their 

partner must generally have adjusted 

net income less than £100,000 per 

year, but expect to earn at least the 

equivalent of 16 hours at the minimum 

wage per week for the three months 

following application. This is around 

£203 per week for those over 21 in 

2026/27. Some types of income, such 

as dividends and interest, do not 

count towards this minimum earnings 

requirement.

Tip: Plan for eligibility

TFC can be claimed until adjusted net 

income is over £100,000. If income 

goes over this limit, all entitlement is 

lost. Strategies which reduce adjusted 

net income for HICBC purposes will 

also reduce income for TFC.

We can help

Please contact us for further 

information in any of these areas.

Planning round Tax-Free 
Childcare

Tax-Free Childcare (TFC) helps with 

the cost of approved childcare for 

children up to age 11, on a per child 

basis. For disabled children, the age 

limit is 16.

Eligible parents register with the 

government and open an online 

account. The government then tops up 

payments into the account, at a rate 

of 20p for every 80p paid in, with a 

maximum top-up of £2,000 per child. 

For disabled children, the maximum is 

£4,000.
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Individual Savings Accounts

Individual Savings Accounts (ISAs) are 

free of Income Tax and CGT, and do not 

impact the availability of the Savings or 

0åĩåÎÒüÎſ õõĂĪ¼üÉÒĔƂſzãÒſĚ¼įſÈÒüÒśĚĔſ

of ISAs continue to be attractive, 

especially in view of the reduction in 

the CGT annual exemption in  

recent years.

There are four types of ISA:

	É Cash ISAs

	É Stocks and shares ISAs

	É GüüĂĩ¼ĚåĩÒſśü¼üÉÒſGt Ĕ

	É Lifetime ISAs (LISAs).

Investment limits

There is a maximum investment limit 

each tax year. In 2025/26, this is 

£20,000. This can be invested in one 

ISA, or split over multiple accounts. 

Only one LISA each tax year, however, 

is permitted. The maximum investment 

here is £4,000 per year.

Tip: Change coming

Following the Autumn Budget 2025, 

note that:

	É ISA investment limits are frozen 

until 5 April 2031

	É The annual ISA cash limit will 

fall from 6 April 2027, except for 

those over 65

	É The government is consulting  

Ăüſ¼ſüÒĪſśĐĔĚſĚåûÒſÈĞİÒĐſĂüõİſ

product.

Change to cash ISA limit: This move 

is intended to encourage investment 

in stocks and shares instead. From 6 

April 2027, therefore, the maximum 

that can be invested in a cash ISA will 

be £12,000, rather than £20,000, for 

anyone under the age of 65. The overall 

maximum will continue to be £20,000, 

but will in future need to include both 

cash and stocks and shares products. 

Those aged 65 and over are not 

impacted by the change and will still 

be able to invest up to £20,000 in a 

cash ISA.

Rules

ISAs: ISAs are available for anyone over 

18, resident in the UK. Each spouse 

has their own yearly subscription limit, 

so although they cannot hold an ISA 

jointly, a couple can invest a maximum 

of £40,000 per tax year between 

them. Withdrawals can be made from 

an ISA at any time, without losing the 

Ě¼įſÈÒüÒśĚĔƂ

Junior ISAs: Parents or guardians 

with parental responsibility can open 

a Junior ISA for a child under 18 who 

lives in the UK. Junior ISAs are covered 

elsewhere in this Guide.

LISAs: LISAs are available to anyone 

resident in the UK, over 18, and under 

the age of 40. They are intended to 

ãÒõčſĚĂĪ¼ĐÎĔſčĞĐÉã¼ĔÒſĂÞſ¼ſśĐĔĚſãĂûÒƃſ

or provide for later life. The government 

provides a 25% top-up towards this, 

up to a maximum of £1,000 per year. 

Where money is withdrawn for any 

other purpose, the top-up is clawed 

back. An exception is made for those 

who are terminally ill, with less than 12 

months to live.

Tip: Review ISA position each year

ISA limits cannot be carried forward 

to future years. They are lost if not 

used by the end of the tax year. We 

therefore recommend taking stock of 

your position by 5 April each year, to 

see if there is scope to take advantage 

of the ISA rules.

We can help

The tax treatment of any investment is 

important, and we help you assess the 

åûč¼ÉĚſĂüſİĂĞĐſśü¼üÉå¼õſ¼ÞÞ¼åĐĔƂſ 

Please don’t hesitate to get in touch.

34









Normal expenditure out of income: 

Gifts made out of income, which are 

typical, habitual, and do not detract 

from the donor’s standard of living 

are exempt. We are happy to explain 

the rules in more detail, but payments 

under deed of covenant and the 

payment of annual premiums on life 

insurance policies would usually be 

covered here.

Family maintenance: A gift for family 

maintenance is also exempt. This 

includes transfer of property made 

under a court order on divorce; a 

gift for the education of children; or 

maintenance of a dependent relative.

Gifts to charities: Gifts to UK-

registered charities are generally 

exempt.

Gifts between spouses: As noted 

above, these are generally exempt. The 

position can be more complex where 

one party is not what is technically 

termed as long-term UK resident, and 

we can advise further here.

IHT: Forthcoming changes

Two major changes require 

consideration:

	É The extension of IHT to unused 

čÒüĔåĂüſÞĞüÎĔſ¼üÎſÎÒ¼ĚãſÈÒüÒśĚĔſ

from 6 April 2027

	É Restrictions to business property 

relief (BPR) and agricultural 

property relief (APR) applying 

from 6 April 2026, and the impact 

of last-minute amendments to 

the original proposals which were 

announced at the end of 2025.

IHT change for pension funds

In a move aimed to stop pension 

saving being used as a tax planning 

vehicle to transfer wealth without 

an IHT charge, rather than to fund 

retirement, unused pension funds and 

ÎÒ¼ĚãſÈÒüÒśĚĔſč¼İ¼ÈõÒſÞĐĂûſ¼ſčÒüĔåĂüſ

are brought into the value of an estate 

for IHT from 6 April 2027.

This does not include death in service 

ÈÒüÒśĚĔſč¼İ¼ÈõÒſÞĐĂûſĐÒßåĔĚÒĐÒÎſ

pension schemes. Note, too, that 

where the pension fund is left entirely 

to a spouse or civil partner, there is 

no IHT charge. Where there is an IHT 

liability, however, pension assets will be 

exposed to IHT at 40%.

It will be the personal representatives’ 

responsibility to report and pay any 

IHT due. They will, however, be able to 

direct the scheme administrators to 

óÒÒčſÈ¼ÉóſťŠǣſĂÞſĚãÒſĚ¼į¼ÈõÒſÈÒüÒśĚĔſ

for up to 15 months from the date of 

death, and use this to pay HMRC, in 

certain circumstances.

Strategic planning

There may be a need to reconsider 

overall planning where:

	É zãÒĐÒſåĔſĔåßüåśÉ¼üĚſčÒüĔåĂüſ

saving involved

	É And the aim had been to use 

part, or all of this to pass to loved 

ones on death.

Deciding how wealth is to be passed 

on; working out how funds are 

withdrawn from investments; which 

investments are used; when they are 

accessed; and in what order, take on 

new importance.

With IHT due within six months of the 

date of death, and typically before 

probate is granted, liquidity is another 

consideration.
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Actions you may want to consider 

include:

	É Making lifetime gifts to reduce 

the value of your estate, with all 

the implications for your personal 

śü¼üÉÒĔſ¼üÎſĚ¼įſåüĩĂõĩÒÎ

	É Accessing pension funds, noting 

the consequences this may have

	É Reviewing overall investment and 

retirement funding strategies. 

Traditional advice in the past has 

been to use non pension assets 

(ISAs, cash savings and other 

investments) before pension 

assets, but these strategies may 

now change

	É Purchasing life insurance to 

provide a lump sum on death to 

settle any IHT liability. Ensuring 

this is written in trust will keep 

it outside your estate for IHT 

¼üÎſßåĩÒſİĂĞĐſÈÒüÒśÉå¼ĐåÒĔſ

the liquidity they need before 

probate is granted. This is a 

complex area, where further 

advice will be needed

	É Checking that your will is up 

to date, and an appropriate 

ÈÒüÒśÉå¼ĐİſåĔſüĂûåü¼ĚÒÎſÞĂĐſİĂĞĐſ

pension.

This is a major change, and we can help 

you assess the implications in your 

circumstances.

Change to BPR and APR: latest 
information

BPR and APR have for years provided 

access to unlimited 100% IHT relief 

both at death, and (where relevant) 

on lifetime chargeable transfers; or 

50% relief in some cases. They have 

ÈÒüÒśĚĚÒÎſÈĞĔåüÒĔĔÒĔƃſÞ¼ûåõåÒĔſ¼üÎſ

estates alike, enabling them to pass 

the baton to the next generation.

A cap on these two reliefs will be 

introduced from 6 April 2026, and it 

is important to note that though the 

farming lobby has been particularly 

vocal, this is not just a farming 

issue. The change to BPR impacts 

trading businesses, and business 

owner managers should therefore 

consider their plans for the future. 

For convenience, we use the term 

‘business’ here to include both trading 

and farming businesses.

As originally announced, the proposals 

ĪĂĞõÎſã¼ĩÒſĔåßüåśÉ¼üĚõİſåüÉĐÒ¼ĔÒÎſĚãÒſ

IHT payable on the transfer of many 

businesses. There have, however, 

ÈÒÒüſĚĪĂſĔåßüåśÉ¼üĚſõ¼ĔĚƓûåüĞĚÒſ

amendments to the original proposals, 

and these will soften the impact for 

many.

Lifetime allowance: latest 
information

Under the original proposals, only the 

śĐĔĚſǈšſûåõõåĂüſĂÞſďĞ¼õåÞİåüßſÈĞĔåüÒĔĔſ

and agricultural assets attracted 100% 

relief. It has now been announced that 

this limit will be increased, and under 

ĚãÒĔÒſõ¼ĚÒĔĚſčĐĂčĂĔ¼õĔƃſĚãÒſśĐĔĚſǈŢƂťſ

million of qualifying assets will attract 

100% relief. This is extremely welcome 

news.

The £2.5 million limit is a combined 

limit across all eligible business and 

agricultural property. Any additional 

assets above this limit will only 

attract relief at 50%. The £2.5 million 

allowance is frozen until 5 April 2031, 

and is expected to increase in line with 

åüŜ¼ĚåĂüſĚãÒĐÒ¼ÞĚÒĐƂ

The new rules will also apply for 

lifetime transfers made on or after 30 

October 2024, where the donor dies 

within seven years of the gift, but only 

if the death occurs on or after 6 April 

2026.

Assets to which the existing 50% relief 

already applies do not count towards 

the £2.5 million limit, and the 50% rate 

continues to apply unchanged.

The £2.5 million limit could be used to 

cover, for example:

	É £2.5 million of property qualifying 

for BPR or

	É £1 million of property qualifying 

for BPR and £1.5 million of 

property qualifying for APR.
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Year end checklist

For companies

	Æ Maximise deductions for 

Corporation Tax purposes

	Æ Check that all available capital 

allowances are claimed

	Æ Make loss claims within 

appropriate two-year window

	Æ Consider eligibility for R&D 

claims

For director-shareholders 
and other business owners

	Æ Assess remuneration strategy

	Æ pÒĩåÒĪſčĐĂśĚſÒįĚĐ¼ÉĚåĂüſåüſ

family companies

	Æ Consider acceleration of 

dividend payments before 

higher tax rate from 6 April 

2026

	Æ Take appropriate action on 

directors’ loan accounts

	Æ Unincorporated businesses and 

landlords: consider impact of 

Making Tax Digital for Income 

Tax

	Æ Unincorporated businesses: 

keep basis period reform 

ĚĐ¼üĔåĚåĂüſčĐĂśĚĔſĞüÎÒĐſĐÒĩåÒĪ

	Æ Review any action required 

following end of Furnished 

Holiday Letting rules

	Æ Review use of Employment 

Allowance

	Æ Check eligibility for Business 

Asset Disposal Relief and 

consider short window before 

6 April 2026 to make qualifying 

disposals at current 14% rate

	Æ Plan for business succession

	Æ Assess impact of exposure to 

IHT in the future

For families, couples and 
individuals

	Æ Maximise use of tax rates, tax 

bands and allowances

	Æ Act to minimise loss of Personal 

Allowance

	Æ Assess allowances available for 

all family members

	Æ Use ISA investment limits 

before 6 April 2026

	Æ Claim higher and additional rate 

repayments under Gift Aid

	Æ Consider investment in VCTs 

before 6 April 2026 to access 

higher rate of Income Tax relief

	Æ Take advantage of any unused 

pension annual allowance from 

previous years

	Æ Plan to minimise impact of High 

GüÉĂûÒſ+ãåõÎſ*ÒüÒśĚſ+ã¼ĐßÒ

	Æ Consider registration to pay 

EåßãſGüÉĂûÒſ+ãåõÎſ*ÒüÒśĚſ

Charge via tax coding

	Æ Review pension planning

	Æ Update wills and estate 

planning, especially in view of 

forthcoming IHT rule changes

	Æ Contact us as soon as possible 

ÞĂĐſû¼įåûĞûſĚ¼įſÒÞśÉåÒüÉİƂ

Working with you

zãåĔſAĞåÎÒſĪåõõſãÒõčſåÎÒüĚåÞİſ¼ĐÒ¼ĔſĚã¼ĚſÉĂĞõÎſĔåßüåśÉ¼üĚõİſåûč¼ÉĚſİĂĞĐſĂĩÒĐ¼õõſĚ¼įſčĂĔåĚåĂüƂſ ÎĩåÉÒſ

ĔčÒÉåśÉſĚĂſİĂĞĐſÉåĐÉĞûĔĚ¼üÉÒĔƃſãĂĪÒĩÒĐƃſåĔſ¼õĪ¼İĔſÒĔĔÒüĚå¼õƂ

Do please contact us well in advance of 5 April 2026 to make the most of the options available.

Disclaimer - for information of users: This newsletter is published for the information of clients. It provides only an overview of the 

regulations in force at the date of publication and no action should be taken without consulting the detailed legislation or seeking 

professional advice. Therefore no responsibility for loss occasioned by any person acting or refraining from action as a result of the 

û¼ĚÒĐå¼õſÉĂüĚ¼åüÒÎſåüſĚãåĔſüÒĪĔõÒĚĚÒĐſÉ¼üſÈÒſ¼ÉÉÒčĚÒÎſÈİſĚãÒſ¼ĞĚãĂĐĔſĂĐſĚãÒſśĐûƂ
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