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Frozen income tax allowances and tax bands 2022-23
In the last budget, March 2021, the Chancellor froze the income tax personal allowance and
the income limit where higher rate taxes may impact your take-home pay.

One effect of this change is that any increases in your income for 2021-22 and 2022-23
onwards (to April 2026), will be fully taxed. And if your salary increase takes you over the
higher rate tax band, you may find yourself paying tax at 40% or 45%.

PLANNING POINT: It may be beneficial to consider any planning options that would reduce
your taxable income for the current year and next year. These could include deferring
bonuses, increasing pension contributions, considering charitable donations, and reducing
taxable benefits.

Company director/shareholders
There are changes (increases) to National Insurance and tax on dividends that will apply
from April 2022.

PLANNING POINT: Now may be a good time to reconsider the mix of salary, dividends, and
other options to minimise the effects of these tax increases.

Benefits in kind
There are a variety of increases to the levels of taxable benefits for 2022-23.
·Company cars – if you have not yet made the switch to electric vehicles, would this be a
good time to reconsider? The tax charges linked to electric vehicles are significantly lower
than a high-value petrol or diesel fuelled car.

·Private fuel – if your company still pays for private fuel, it may be worth crunching the
numbers to see if reimbursing your company for private petrol/diesel is a lower cash cost
that paying the tax charge.

So that you have an opportunity to
benefit from the announced changes in
the October Budget, we have listed below
a few planning ideas that you may want
to consider before the end of the present
tax year (before 6 April 2022).
  



·Class 1A NIC – employers pay a National Insurance charge based on the total taxable
benefits it provides directors and employees. This is increasing from 13.8% to 15.05% from
April 2022. Another good reason to have a comprehensive review of benefits provided for
next year.              
                                        
PLANNING POINT: We would recommend a review of your benefits strategy to minimise tax
and NIC charges for employee/directors and employers.

Business exit planning
Currently, the minimum age we can access our pension savings without incurring
unauthorised tax charges, is 55, unless we need to access funds earlier due to ill-health. 

The Chancellor has now confirmed that this minimum age will rise to 57 from 6 April 2028.

In which case, if you were born after 6 April 1973, you will need to wait a further two years
before you can draw down benefits from your pension pots – unless you need to do so due
to ill-health.

PLANNING POINT: If you were contemplating retirement at age 55 and are affected by this
change you may need to rethink business exit planning.

Tax efficient investment in new plant and equipment
Companies have a range of options to claim a tax deduction if they purchase qualifying
equipment. These allowances range from the 100% Annual Investment Allowance (AIA),
100% First Year Allowances (FYA) and the generous 130% Super-deduction. 

Unincorporated businesses can claim the AIA and FYA allowances but not the Super-
deduction.

The expected reduction in the AIA from the present ceiling on claims of £1m, to £200,000
from 1 January 2022, has been delayed until 31 March 2023.

PLANNING POINT: This change in the AIA means that the pressure is off to consider
equipment investments before the end of the year. Whilst we would never recommend
making these investments are based purely on tax considerations, you will now have more
time to plan for significant purchases, and still qualify for the present generous tax
allowances. 



Business rates
There are a complex raft of changes to the ways in which many businesses will be charged
business rates following the disclosures in the recent budget. To recap:

The business rates multiplier is being frozen for 2022-23, so no increase in business rates
for 2022-23.

·Eligible retail, hospitality and leisure properties will benefit from a 50% relief in their
business rates for 2022/23, subject to a cap of £110,000 per business.

From 1 April 2023, there will also be changes to relief given for property improvement and
the provision of onsite energy generation and storage.

PLANNING NOTE: To ensure you plan for the appropriate amount of business rates for
2022-23 we suggest you keep in contact with your local rating authority.

Making Tax Digital (MTD)
MTD is the gradual digitisation of tax calculation and collection by HMRC. Up-coming
changes include:

VAT registered business with turnover below the VAT registration threshold of £85,000,
who have not joined MTD for VAT voluntarily, will be required to join from the start of their
first VAT accounting period which begins on or after 1 April 2022.

The start date for MTD for Income Tax Self-Assessment (ITSA) has been put back by one
year. It will now apply to sole traders and landlords with income of more than £10,000 from
6 April 2024. This will involve the submission of quarterly digital reports, and an end of
period statement and final declaration.

MTD for ITSA will not apply to general partnerships (i.e., those without corporate partners)
until 6 April 2025.

MTD for companies will not apply before 1 April 2026.

PLANNING POINT: In all cases, MTD will require that businesses and landlords keep records
in a suitable digital format. We recommend that affected concerns contact us as soon as
possible if they do not presently meet this digital requirement. Although the implementation
for income tax and corporation tax is not of immediate concern, the process of selecting
and implementing suitable software should not be rushed. And there are significant benefits
in accessing real-time data from a commercial point of view, as well as meeting future MTD
regulation.



Changing self-employed year ends for tax purposes
Currently, the profits that are assessed for a tax year are those for the accounting period
ending in that tax year. For example, if you prepare accounts to 31 December, the profits
for the year to 31 December 2021 are assessed in 2021/22.

However, this is all to change and the profits that will be assessed in the tax year will be
those for the tax year (i.e., profits from 6 April to 5 April or, where preferred, 1 April to 31
March). As with MTD for ITSA, these reforms have been delayed by one year. A tax year
basis period will apply from 6 April 2024, with 2023/24 being a transitional year.

PLANNING POINT: It may be beneficial to undertake a change of accounting date to the end
of March before 2023. If your year end is already 31 March or 5 April no action needs to be
taken. If not, we should consider your options as there could be tax advantages.            

Payroll issues (changes to Minimum Wage rates from April 2022)
Employers will need to comply with increases to the National Living Wage and National
Minimum Wage rates that are to increase from 6 April 2022.

PLANNING POINT: Let us know if you need help changing affected employees records in
your payroll software and updating your business plans for 2022-23.

If you would like to discuss any of the above or other pressing issues that you may want to
consider before the end of the tax year please call us on 020 7330 0000. The clock is
ticking.

And if you have any friends, family, or business colleagues that you think may be interested
in this update, feel free to forward them a copy.
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