
Increase in thresholds for NICs
The UK Government announced an increase  
in employer and employee Class 1 national 
insurance contributions of 2.5%, shared  
equally between the employer and employee. 

Read more on Page 5.
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Employment Taxes
The UK Government has 
announced further support to 
small businesses by increasing 
the employment allowance. 

Read more on Page 3.



Many family and owner-managed companies face a challenge when it comes to 
succession planning on the retirement of a shareholder in the company. One common 
strategy was to use a company share buyback, where the company would buyback  
and cancel the shares from the departing shareholder.

The rules are complex, but in principle, 
a company could buyback shares from a 
departing shareholder and, subject to meeting 
the various conditions, HMRC would grant 
advance clearance to confirm that the seller 
would pay Capital Gains Tax (CGT) on the 
proceeds, usually at the 10% rate by claiming  
Business Asset Disposal Relief (BADR), rather 
than paying income tax at the basic rate 
(8.75%), higher rate (33.75%), or top rate 
(39.35%).

From a company law point of view, a share 
buyback must be paid in cash immediately 
upon completion which presents an obstacle  
to companies without the cash reserves 
available to fund the purchase price in full.  
The most common strategy was to sign a 
multiple completion contract, where the shares 
would be bought back in separate tranches by 
the company, funded out of future profits.

One of the requirements for 
CGT treatment is that the seller 
must not own more than 30% 
of the ordinary shares or voting 
rights after the buyback. If the 
departing shareholder held 
more than 30% after the sale 
of the first tranche to the 
company, HMRC’s opinion  
was that CGT treatment  
would not apply.

Nevertheless, HMRC was 
prepared to grant advance 
clearance provided that 
the remaining tranches 
of shares (awaiting 
future purchase) were 
converted into non-
voting shares, thereby 
allowing the beneficial 
capital treatment for the 
departing shareholder.

However, a recent internal change within 
HMRC has led them to reconsider their 
interpretation of the rules, preventing  
many commercially driven multiple  
completion contracts from attracting  
capital treatment, which will have  
a significant impact on the  
seller’s tax position.  
We have covered this  
in further detail with 
an example here.

Company share buybacks for retiring shareholders

https://eqtaxperts.com/company-share-buybacks-for-retiring-shareholders/


In a controversial move, the UK Government has abolished basis period rules for trades, 
professions, and vocations for 2024/25 onwards and introduced transitional rules for 2023/24. 
The new ‘tax year’ will mean that owners 
of unincorporated businesses (sole trade or 
partnerships) are taxed on profits arising in the 
tax year itself (from 6 April to 5 April, or 1 April to 
31 March), rather than being taxed on the profits 
to the accounting period ending in the tax year 
(e.g. 30 April 2021 is currently taxable in 2021/22). 

The ‘current year’ basis
In 1996/97, the UK Government introduced the 
current year basis of taxation, where profits are 
assessed in the tax year when the accounting 
period ends. So, profits in the year ending 30 
April 2021 are taxed in the 2021/22 tax year.

Change to the ‘tax year’ basis
The move to the tax year basis will mean that 
individuals are taxed on profits arising in the tax 
year, regardless of the year end in the accounts. 
As part of the transition, in 2023/24 individuals 
will be taxed on the profits arising in the tax 
year when the accounting period ends plus 
profits from the year end to 5 April 2024.

For example, for a business with a normal year 
end of 30 April 2023 the trader will be assessed 
on the profits in the year ended 30 April 2023, 
plus the profits arising in the 11-month period 
ending on 5 April 2024, less any overlap relief 
brought forward from earlier years (the Taxable 
Transition Profit).

There is no change to the way business profits 
are calculated, rather a change in the way 

that profits are assessed on individuals for 
tax purposes. As a result, individuals could 
potentially incur a substantial tax liability in 
2023/24 as they would be assessed on the 
profits for a 23-month period.

Transitional relief
If the trader has Taxable Transition Profits for  
the tax year 2023/24, those profits may be spread 
over five tax years, i.e. 20% of the transition 
profits is charged to tax in each of the tax years 
starting with 2023/24, with the balance being 
charged in the fifth tax year. If the trade ceases 
before all the transition profits have been 
charged to tax, the balance is charged in the  
tax year of cessation.

However, an election is available to accelerate 
the taxation of transition profits, so that 
additional amounts are treated as arising in the 
tax year 2023/24, which would potentially reduce 
the profits that are assessed in subsequent tax 
years. The election must be made by the first 
anniversary of the normal self-assessment filing 
date for the tax year to which it relates.

Any transition profits are ignored when averaging 
the profits of farmers and creative artists.

The rules are not straightforward and affected 
individuals should contact us to discuss the impact 
on your sole trade or partnership business.

Employment Taxes
The UK Government has announced further support to small businesses by increasing 
the employment allowance from £4,000 to £5,000 per annum, which will represent a 
saving of £1,000 in National Insurance Contributions (NICs).

The increase of £1,000 should allow employers 
to save more and the Government estimates 
that the measure will benefit 495,000 employers, 
including 50,000 businesses that will be taken 
out of paying NICs and the health and social 
care levy entirely.

If you would like to discuss remuneration 
planning, rewards, and incentives, please 
contact us.

Biggest change in basis of taxation since 1996 / 97



Update from HMRC on Self-Employed Income 
Support Scheme
As part of the COVID-19 economic support package, the UK Government provided 
eligible taxpayers with grants under the Self-Employed Income Support Scheme  
(SEISS). There were five payments in total under the SEISS and it is the fourth and  
fifth payments under the SEISS that will be the focus for HMRC in the coming weeks. 

Who will HMRC be contacting?
From April 2022, HMRC will be writing to any 
taxpayers who received the fourth and/or fifth 
grant under the SEISS, where their eligibility  
has reduced by more than £100.

HMRC should make it clear how they have 
calculated the entitlement and the steps  
that affected taxpayers should take to  
resolve the position.

If an amendment to their tax return has been 
made after 3 March 2021 for any of the years 
2016/17 to 2019/20, which means they are no 
longer entitled to the amount they originally 
claimed for their fourth and/or fifth grant under 
the SEISS, they will be required to repay the 
amounts they were overpaid.

Where this has occurred, HMRC will also review 
the turnover figures and, if the taxpayer is now 
eligible for the lower grant (30%) but claimed 
the higher grant (80%), HMRC will ask them to 
repay the difference.

Important point to note
It will be obvious to many taxpayers if they have 
submitted an amended tax return to HMRC on 
or after 3 March 2021.

However, as the entitlement to the SEISS grant 
was based on average profits from earlier years, 
any claimants may find that their entitlement 
has been reduced if they have made a voluntary 
disclosure in relation to the 2016/17, 2017/18, or 
2018/19 tax years. 

For example, any disclosures made under the 
Let Property Campaign, or disclosures made 
by medical professionals to correct earlier year 
pension tax charges, could all have an impact 
on the eligible grants received under the SEISS.

What if claimants can’t repay in full?
HMRC would expect some repayment following 
an amendment to their tax return, but HMRC 
has provided assurances to the Low-Income 
Tax Reform Group (LITRG) that support will be 
available for people who may be struggling 
financially, potentially agreeing to a time to  
pay arrangement.

It is important to speak to HMRC if you are 
unable to repay in full by the deadline set out 
in their letter as they will apply a late payment 
penalty equal to 5% of the unpaid tax if the 
payment is more than 30 days late. A further 
penalty of 5% is charged on any amount that 
is still unpaid after 6 months and then another 
5% on any amount still unpaid after 12 months.

If you receive a letter from HMRC regarding the 
grants you received under the SEISS, please get 
in touch with our EQ Taxperts and we can assist 
you in dealing with HMRC.

 



Planning for rise in Corporation Tax
The Finance Act 2022 includes an increase in Corporation Tax (CT) which will rise 
to 25% with effect from 1 April 2023 for profits over £250,000 and only the first 
£50,000 is taxed at the current rate of 19%, with profits between £50,001 and 
£250,000 attracting a marginal CT rate of 26.5%. 

Many companies will already be in the 
accounting period that will straddle the 
increase in the CT rates from 1 April 2023.

Advance planning can ensure that you 
maximise the value of the tax reliefs available. 
We have included a common list of planning 
opportunities to consider, particularly if your 
taxable profits are between £50,000 and 
£250,000 where the marginal rate of 26.5% 
applies below.

• Any company with a 31 March 2023 
accounting period end may consider 
delaying pension contributions, staff 
bonuses, director remuneration etc. until 
between 1 April and 5 April 2023, to attract 
relief at up to 26.5% (if profits are between 

£50,000 and £250,000) in the year ending  
31 March 2024.

• Capital allowances super-deduction is  
only effective to 31 March 2023, providing 
130% tax relief on qualifying plant and 
machinery additions.

• The Annual Investment Allowance is 
expected to reduce to 100% relief from  
1 April 2023; however, the increase in the  
CT rates offsets the benefit of the super-
deduction so that it is relatively tax-neutral 
from a company point of view.

For more information, or to discuss how you 
can best use the tax reliefs available to ensure 
you prepare for the CT rise, please contact our 
EQ Taxperts.

Increase in thresholds for NICs
The UK Government announced an increase in employer and employee Class 1 National 
Insurance Contributions (NICs) of 2.5%, shared equally between the employer and 
employee, paying main rates of 15.05% and 13.25% respectively. An increase of 1.25% 
also applies to self-employed Class 4 NICs. 

However, in light of the current economic 
situation, where inflation is creating an 
enormous pressure on personal and business 
finance, the UK Government extended an  
olive branch by increasing the threshold  
that employees can earn before becoming  
liable to NICs to £12,570. 

The new threshold will apply from July 2022 
and will finally achieve the UK Government’s 
ambition to align the tax-free personal 
allowance from income tax by increasing the 
threshold for NICs.

2021/22 2022/23 2023/24

6 April to 
5 July

6 July to 
5 April

Primary Threshold Weekly £184 £190 £242 £242

Monthly £797 £823 £1,048 £1,048

Effective Annual £9,568 £9,880 £12,570 £12,570

Primary Threshold  
for Directors

Annual £9,568 £9,880 £11,908 £12,570

Lower Profit Limit  
for Class 4 NICs 

Annual £9,568 £11,908 £12,570

Class 2 NICs Weekly £3.05 £3.15 Not confirmed



Talk to the EQ Taxperts
Looking for Trusted Tax Advice?

eqtaxperts.com

We are always happy to offer free, no obligation, 
initial consultations, and often act on a tax 
consultancy basis only.

For more information on any of the services 
outlined in this bulletin, or to discuss a particular 
issue with one of our advisors please get in touch. 

Talk to the EQ Taxperts today.

Disclaimer: We make every effort to ensure that the information provided is accurate and up to date; however, EQ Accountants LLP 
cannot be held responsible for any action taken, or not taken, as a result of reading this publication.  
Contact us at taxation@eqaccountants.co.uk or 01382 312100 for specific advice on how the issues raised could affect you.

01382 312100
taxation@eqaccountants.co.uk

Assessing your payments on account 
Now that the end of the 2021/22 tax year has passed, HMRC has started issuing notices 
to individuals to complete their self-assessment tax returns. The deadline for filing 
2021/22 returns is 31 January 2023 if filed electronically (or 31 October 2022 if a paper 
return is filed), however we would encourage taxpayers to deal with their returns as 
soon as possible. Filing returns as early as possible will give taxpayer confirmation of 
how much tax they will have to pay by 31 January 2023, allowing them to make steps 
to ensure they have sufficient funds available when the tax falls due. 

Second payments on account for 2021/22 will 
also be due by 31 July 2022. If your 2021/22 
tax return is prepared before this date and 
your 2021/22 tax liability calculated, it can be 
assessed whether this full July payment needs 
to be paid, or whether it is possible to reduce 
your 2021/22 payments on account. Payments 
on account are based on your previous year’s 
tax bill, so if your 2021/22 tax liability is lower 
than the previous year, for example due  
to reduced income, profits, or gains, or due  
to higher reliefs to be claimed (such a relief  
on pension contributions, Gift Aid donations  
or on tax-efficient investments made such  
as EIS or SEIS) it may be possible to reduce  
your payment. If your payments are not 
reduced and ultimately exceed your total  
tax bill, then a repayment can be claimed  
from HMRC.

For more information on reducing your 
payments on account or assistance with 
preparing your tax return, get in touch  
with our Private Client Taxperts.

https://eqtaxperts.com/

