
End of Year Tax Planning 2022/23
With another tax year coming to a close, it’s a good time to look at end 
of year tax planning ideas that are available for clients. The aim is to 
ensure that clients use their available allowances and exemptions and take 
advantage of any reliefs. This is particularly important this year as many 
allowance and exemptions are frozen or worse being reduced in 2023/24.

Where references are made to tax planning for married couples and spouses, this includes civil partners.
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Married couples are each entitled to their own personal allowances for income 
tax purposes. For 2022/23, the standard personal allowance is £12,570. 

Couples should therefore ensure that each spouse has sufficient income to fully 
utilise the allowances available and also maximising a spouse’s lower tax bands 
where available. This can be done in a number of ways, for example:

Where an individual has adjusted net income over £100,000, their personal 
allowance reduces by £1 for every £2 of additional income. This works out at an 
effective rate of tax on earned income of 60% between £100,000 and £125,140. 
Personal pension contributions reduce adjusted net income and can be used to 
retain all or part of the individual’s personal allowance. 

• The ownership of income producing 
assets can be transferred between 
spouses without any tax implications. 
Alternatively assets can be held jointly, 
and the income split between them. 

• If a higher rate taxpaying spouse owns 
a life assurance bond, consideration 
should be given to assigning this to 
their spouse if say they were a basic 
rate taxpayer in order that any future 
chargeable events will avoid higher 
rate tax. Caution is however required 
to ensure that such gifts are not 
conditional or seen as deliberate tax 
avoidance.  

• If there is a family trust in existence, 
the trustees could create taxable 
income for the spouse by allowing 
income payments to be made to take 
advantage of unused allowances and 
lower tax rates. 

• Family businesses could consider 
employing the spouse provided that 
such an arrangement can be justified 
commercially. It is important to bear in 
mind the National Minimum Wage rules 
when considering this. Auto-enrolment 
responsibilities would require pension 
contributions creating further 
tax savings. 

• Incomes should be split to ensure both 
spouses can make use of the dividend 
allowance (£2,000) and personal 
savings allowance (£1,000 for basic 
rate taxpayers and £500 for higher rate 
tax payers). Also, where a spouse has 
the £5,000 starting rate available that 
they have enough savings income to 
maximise it.

Personal Allowances

Income Tax



End of Year Tax Planning 2022/23

Children’s Personal Allowances

Children also fall within the tax system and 
are therefore entitled to personal allowances. 
Parents should try to ensure that if possible, 
these allowances are used.

However, where a parent has supplied capital to 
a child, whether under trust or as an outright gift, 
any income arising will be taxable on the parent 
if the annual income exceeds £100 and the child 
is under 18 and unmarried. However, where the 
capital has come from a grandparent or other 
relatives etc, this will not apply, and the child’s 
allowances could be used.

Married Couples Allowance
The married couple’s allowance is only available where one of the spouses was 
born before 6 April 1935 and the maximum amount available for 2022/23 is £9,415. 
If their adjusted net income exceeds £31,400 then for every £2 above this sum 
the allowance is reduced by £1 but the allowance will not reduce below the basic 
allowance of £3,640.

This allowance is calculated based on:

• For marriages entered into on or after 
5 December 2005, married couple’s 
allowance is given to whichever of the 
two individuals has the higher income 
for the tax year in question, and the 
amount of the allowance is determined 
by the level of that individual’s income.

• For marriages entered into before 
5 December 2005, the allowance is 
given to the husband and the amount 
of the allowance is determined by the 
level of the husband’s income. 

• A couple who were married before 
5 December 2005 may elect for the 
new rules to apply to them instead of 
the old rules. 

• A married woman (for pre-5 December 
2005 marriages) or lower income 
spouse (for marriages on or after 
5 December 2005) is entitled as of 
right to claim one half of the basic 
allowance. Alternatively the couple 
may jointly claim for an allowance 
equal to the whole of basic allowance 
to be given to the wife or lower income 
spouse as the case may be. In either 
case the allowance available to the 
other spouse is reduced accordingly.

• If either spouse pays insufficient tax to 
use the full married couple’s allowance, 
they may notify HM Revenue & 
Customs that the unused amount is to 
be transferred to the other spouse. 

The allowance is not given as a deduction from total income but by means of a reduction 
in the claimant’s income tax liability. The reduction is 10% of the amount of the allowance 
available so can reduce an individual’s tax liability from anything between £364 to £941.50.

If any part of this allowance is likely to be wasted due to an insufficient income tax liability, 
a claim should be made to reallocate it to the spouse if they can make use of it. 
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Business owners may wish to consider taking 
additional dividends before the end of this 
tax year, given the:

• reduction in the dividend allowance to 
£1,000 from 6 April 2023

• additional rate tax threshold reducing 
from £150,000 to £125,140 in 2023/24, 
and

• dividend income tax rates remaining at 
8.25% for basic rate, 33.75% for higher rate 
and 39.35% for additional rate taxpayers.

Partnerships and
Sole Traders
Consider whether it would be beneficial to 
incorporate the business to take advantage 
of lower rates of corporation tax and avoid 
national insurance. This is a complex area 
particularly with the increases in corporation 
tax from April 2023 and the increases in 
the rates of tax applicable to dividends 
from April 2022. Specialist advice should 
be sought.

Marriage Allowance
Spouses can transfer £1,260 of their 
unused personal allowance to their 
partner. This is available provided 
neither spouse pays tax at the higher 
rate and is not available if the couple 
are in receipt of the married couples 
allowance.

Like the married couples allowance it 
is applied by means of a reduction in 
the claimant’s income tax liability. The 
reduction is however at the basic rate of 
tax giving a maximum reduction in tax 
for 2022/23 of £252.

Family Companies
Remuneration strategies for family 
companies should be reviewed. 
Consideration should be given to taking 
remuneration by way of dividends rather 
than salary/bonus to avoid national 
insurance if it has not already been 
considered. 
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Pensions

Pension planning should always be a 
top priority for any year-end review. 
Individuals should therefore check their 
existing pension provisions to ensure 
that they are taking advantage of the 
tax relief currently available. 

The annual allowance for 2022/23 is 
£40,000. Pension funding that exceeds the 
annual allowance in a tax year can be offset 
against any unused annual allowance from 
the previous 3 tax years. Access to unused 
annual allowance from a previous tax year 
depends on the individual being a member 
of a registered pension scheme at some 
point during the tax year. 

Where an individual first flexibly accesses 
benefits under a money purchase 
arrangement, the money purchase annual 
allowance is triggered and applies from that 
date onwards. Where the individual’s future 
money purchase pension funding exceeds 
the money purchase annual allowance in a 
tax year, they will be subject to an annual 
allowance charge for that tax year. The 
money purchase annual allowance for 
2022/23 is £4,000.

Individuals with threshold income in excess 
of £200,000 and adjusted income of more 
than £240,000 in a tax year will be subject 
to a tapered annual allowance in that tax 
year. £1 of annual allowance is lost for every 
£2 of adjusted income above £240,000. 
Individuals with adjusted income of £312,000 
or more will be subject to an annual 
allowance of £4,000 in the tax year.

THE STANDARD LIFETIME 
ALLOWANCE FOR 2022/23 
IS £1,073,100. 

Charitable Giving

Gifts to charity under the gift aid 
scheme can help to reduce an income 
tax liability provided the individual is a 
higher or additional rate taxpayer. Such 
charity payments also reduce adjusted 
net income.



Tax Efficient Investments
SOME INVESTMENTS ARE EXTREMELY TAX EFFICIENT, NOT ONLY 
FROM AN INCOME TAX POINT OF VIEW BUT ALSO FOR CAPITAL 
GAINS TAX PURPOSES. FOR EXAMPLE:

ISAs

Investments held in individual savings 
accounts (ISAs) are free from income tax 
and capital gains tax. Any individual UK 
resident aged 18 or over (16 for cash ISAs) 
can make annual contributions of up to 
£20,000 per annum and this allowance is 
wasted if it is not used.

Lifetime ISA (LISA)

The LISA can be applied for by individuals 
aged from 18 to 40. Contributions of up to 
£4,000 p.a. will receive a 25% bonus up to 
age 50. The £4,000 contribution counts 
towards the £20,000 annual limit.

The fund can be withdrawn tax free 
from age 60 or it can be used as a 
deposit towards a first home worth up 

to £250,000, or £450,000 in London. 
However, if the money is withdrawn at any 
other time, other than on the grounds that 
the saver is terminally ill, it will be subject 
to a 25% charge.

Junior ISA (JISA)

A JISA allows up to £9,000 p.a. to be 
invested on behalf of a child. Income 
received within a JISA from funds 
subscribed by parents, even if income 
exceeds £100, will not be assessable on 
the parent. It should be noted that this 
is a specific exemption given to a JISA. 
Where a parent subscribes to a cash ISA 
for a child aged between 16 and 18 and 
income exceeds £100 then the tax will be 
assessed on the parent.
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Enterprise Investment 
Schemes (EIS)

Up to £1m can be invested in qualifying 
unquoted companies each tax year (£2m, 
provided at least £1m of this is invested 
in knowledge intensive companies). 
Income tax relief at 30% is available on 
the investment and capital gains tax 
exemption is given on disposal. Income 
tax relief will be clawed back if the 
shares are disposed of within three years. 
Capital gains may also be deferred by 
reinvesting in EIS shares without any 
limit. Furthermore, after being held for 
two years, 100% Business Relief would 
apply for Inheritance Tax Purposes. 

Relief is given in the tax year in which 
the shares are subscribed for, but up to 
a 100% of the amount subscribed can 
be carried back for relief in the previous 
tax year, subject to the overriding 
investment limit for any year. Although 
the tax saving from the carry-back claim 
is calculated by reference to the tax 
position of the earlier year, it reduces the 
tax liability of the tax year in which the 
shares are subscribed for.

Seed Enterprise 
Investment Schemes 
(SEIS)

Similar to the rules of EIS but SEIS 
are focused on smaller early stage 
companies carrying on, or preparing to 
carry on, a new business in a qualifying 
trade. Up to a £100,000 can be invested 
in qualifying unquoted companies each 
tax year. Income tax relief at 50% is 
available on the investment and capital 
gains tax exemption is given on disposal. 
Income tax relief will be clawed back 

if the shares are disposed of within 
three years. Capital gains may also be 
deferred by reinvesting in SEIS shares 
but relief is restricted to 50% of the gain. 
Furthermore, after being held for two 
years, 100% Business Relief would apply 
for Inheritance Tax Purposes.

Relief is given in the tax year in which 
the shares are subscribed for, but up to 
a 100% of the amount subscribed can 
be carried back for relief in the previous 
tax year, subject to the overriding 
investment limit for any year. Although 
the tax saving from the carry-back claim 
is calculated by reference to the tax 
position of the earlier year, it reduces the 
tax liability of the tax year in which the 
shares are subscribed for.

Venture Capital Trusts
(VCTs)

VCTs are quoted companies investing in 
qualifying unquoted trading companies. 
Investments into VCTs currently attract 
income tax relief at 30% up to a 
maximum investment of £200,000 p.a. 
This tax relief will be clawed back if the 
shares are disposed of within five years. 

Any dividends paid by the VCT will be 
exempt from income tax. Capital gains 
arising on disposal of the shares in the 
VCT are also exempt from CGT. It is 
not however possible to defer capital 
gains by investing in VCTs and Business 
Relief for Inheritance Tax purposes does 
not apply.
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Annual Exemption 
 
Everyone is entitled to an annual 
exemption of £12,300 in 2022/23. The 
annual exemption is to reduce to £6,000 
in 2023/24 then to £3,000 in 2024/25, 
so it is important to try and maximise 
this years exemption where possible.

Spouses should ensure that they each 
use this allowance as any unused 
amounts cannot be carried forward. This 
may be achieved by transferring assets 
between the two. Disposals could be 
made to create gains in order to use the 
allowance or to create losses to offset 
against gains.

Where the intention is to buy shares 
back again, it must be remembered 
that the matching rules will apply so 
any purchases within 30 days will be 
matched with the disposal. However, it 
is possible to, ‘bed & breakfast’, (sell and 
repurchase) using a sale by one spouse 
and repurchase by the other or else 
repurchase inside an ISA or SIPP.
   
Children also have their own annual 
exemption and the anti-avoidance rules 
which apply for income tax purposes 
where capital is provided by parents 
currently do not apply for capital 
gains tax. 

Timing Of Disposals

Unless the contract is conditional, the 
disposal date is normally the date of 
contract. It may be advantageous to 
defer the date of contract until the new 
tax year deferring the date any tax will 
be payable.

Transfers Between 
Spouses

The ownership of assets assets pregnant 
with gains can be transferred between 
spouses without any tax implications. If 
the assets are transferred to a spouse 
who has not used their CGT exemption 
for the year or/and is a lower rate 
taxpayer than the donor then tax savings 
can be made.

AGAIN CAUTION IS REQUIRED TO 
ENSURE THAT SUCH GIFTS ARE 
NOT CONDITIONAL OR SEEN AS 
DELIBERATE TAX AVOIDANCE.
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Wills

Individuals should ensure that they 
have a valid up to date will. In particular 
if their circumstances have changed 
during the year e.g. marriage, divorce, 
children etc.

They should review their current will 
and consider the implications if the 
will remains unchanged. For example, 
marriage automatically revokes any 
existing will (but not in Scotland) 
unless it was made in contemplation of 
marriage and the intestacy rules would 
therefore apply.

If any assets would attract Business 
or Agricultural Property Relief, clients 
should ensure that these reliefs are used. 
These reliefs (100% in most cases) are 
often wasted as assets are left to the 
spouse on first death and then sold 
by the spouse becoming fully taxable 
on second death. Consider the use of 
discretionary trusts in the will to allow 
the surviving spouse access without 
the assets falling into their estate on 
second death.

Exemptions

An annual exemption of £3,000 per 
person is available which can be carried 
forward for one year only if unused. 

This can be deducted from larger 
gifts made which in most cases will 
be potentially exempt transfers (i.e. 
exempt if the donor survives for seven 
years). Smaller gifts can also be made 
up to a value of £250 to any number of 
individuals.

The normal expenditure out of income 
exemption can also be useful since there 
is no limit on the amount that can be 
exempt from IHT.

To qualify under this exemption, gifts 
must be regular, paid out of income (not 
from capital) and should not affect the 
donor’s standard of living. 

THE BEST EXAMPLE OF USING THIS 
EXEMPTION IN PRACTICE WOULD 
BE WHERE SOMEONE IS PAYING 
PREMIUMS UNDER A LIFE ASSURANCE 
POLICY WHERE THE POLICY IS 
PLACED INTO TRUST TO FUND AN 
IHT LIABILITY.

Inheritance Tax
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Trusts and IHT Planning

Trusts can also be a useful way of making 
lifetime gifts without losing control of 
the asset.

For example, a trust (other than a bare 
trust) can be particularly useful where 
the client has assets which he wishes to 
gift that have an inherent capital gains 
tax liability. 

Currently gains may be held over where 
a gift to a trust is made (providing it is 
not a settlor interested trust where the 
settlor or his/her spouse or his/her minor 
unmarried children are included among 
the beneficiaries) thereby deferring any 
gains. However, normally the value of 

such gifts should be kept within the 
available nil rate band otherwise a lifetime 
charge to IHT could arise. Care should 
also be taken where the client is in ill 
health since capital gains on death would 
otherwise be wiped out.

Where income is required by the client, 
consider the use of arrangements such 
as a Loan Trust or a Discounted Gift 
Trust. Such schemes offer some IHT 
saving combined with access to regular 
withdrawals. 
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Visit the Technical Hub for further information:

www.jameshay.co.uk/technicalhub
Please note that every care has been taken to ensure that the information provided in this article is 
correct and in accordance with our understanding of current law and HM Revenue & Customs practice. 
You should note however that James Hay Partnership cannot take upon itself the role of an individual 
taxation adviser and independent confirmation should be obtained before acting or refraining from 
acting upon the information given, The law and HM Revenue & Customs practice are subject to 
change. The tax treatment depends on the individual circumstances of each client.

Neil MacGillivray
Head of Technical Support
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