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Talk to the EQ Taxperts
At EQ, we operate a little differently. Each of our client facing teams are trained to a 
very high level in tax, which ensures each individual client receives top quality advice 
tailored to them.

We recognise that sometimes you’ll have a 
complex tax issue and need to talk to an expert, 
so we have a team of dedicated individuals which 
we call our EQ Taxperts.

Within our team of 16, we have eight, soon to 
be nine, Chartered Tax Advisors, each with their 
own specialist knowledge and understanding of 

complicated tax matters. No matter what your 
tax problem is, we can talk you through your 
options and find the right solution for you.

For insightful, reliable tax planning solutions 
that you can count on, delivered by experienced, 
knowledgeable professionals, talk to the 
EQ Taxperts.
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The politics of tax
The following article is not intended to be a political commentary. Since 2010, following 
Gordon Brown as the outgoing Prime Minister, there has been a Conservative UK 
government. Whilst there has been an inconsistency to the tax policies implemented 
at times, there have been few major surprises introduced. Post pandemic, it would be 
reasonable to say that the UK is in a position where Corporation and Income Tax rates 
are now at relatively high levels whereas the rates and reliefs attaching to Capital Gains 
Tax and Inheritance Tax remain highly attractive.

If the polls are to be believed, then the 
likelihood of a change in government to Labour 
is currently high and, in this eventuality, what 
shift in direction might we see? Put simply, 
any new UK government will not be able to 
provide tax “giveaways” and therefore we 
end up looking at what areas of tax a new 
UK government might wish to target.

The capital taxes, given their relative 
attractiveness, would seem to be the obvious 
option. We might see Capital Gains Tax rates 
aligned to Income Tax. Or perhaps Inheritance 
Tax reliefs, allowing businesses and land to be 
passed down generations, could be removed or 
at least restricted. Other countries use wealth 
taxes so could there be a move towards that.

If more tax needs to be raised, then capital 
taxes would seem to be the likely target. 
In that vein therefore, we urge businesses 
and families to review their position to 
determine whether acting now might pay 
benefits in the long run. Our EQ Taxperts 
are here to help, please get in touch to discuss 
your circumstances.



Tax planning for a future sale
The UK government has made significant changes to the Capital Gains Tax (CGT) rules, 
specifically targeting the sale of trading businesses. In recent years Entrepreneurs’ Relief 
was replaced by Business Asset Disposal Relief (BADR), accompanied by a reduction 
in the lifetime limit for the 10% tax rate from £10m to £1m. Any gain exceeding the 
remainder of your £1m BADR lifetime limit will be subject to the main CGT rate of 20%

As a business owner, it is therefore crucial for 
you to consider planning to ensure that you 
have maximised the availability of the 10% 
rate of CGT on the sale of your company.  
There are some effective planning points 
discussed below.

If you currently own 100% of the shares in 
your trading company, it may be beneficial 
to consider gifting shares to other family 
members, such as your spouse. If they meet 
other conditions, including also becoming 
an employee or director, they may become 
eligible for BADR after two years. This could 
save significant amounts of CGT by increasing 
the BADR limit available above your own  
£1m lifetime limit.

If you have family members involved in the 
business, such as your adult children, you could 
consider gifting shares to them. A gift to your 
adult children is taxed like a sale at market 
value so that a CGT liability may arise on the 
gift. However, with careful planning, business 
asset holdover relief may allow you to transfer 
the gain to your children with the shares.

At EQ, we prioritise building close relationships 
with our clients, which helps us to identify 
opportunities for long-term planning, such  
as ensuring that the family business is 
structured in the most tax-efficient way to 
minimise the tax burden associated with the 
sale of your company. 



Early planning for your exit will achieve success
One of the challenges that business owners face is how to exit their business at a price 
that gives a fair return, preserves their legacy, and ensures business continuity. 

This article focusses on two different options 
for business succession planning: a vendor-
initiated management buyout (VIMBO) and the 
sale of a majority shareholding to an employee 
ownership trust (EOT).

What is a VIMBO?
A VIMBO is a type of management buyout 
where the existing owner sells the business to 
the next generation of family or management. 
The vendor usually finances the deal and is 
repaid out of future profits, requiring minimal 
personal investment by the next generation. 

A VIMBO can be an attractive option for 
both parties:

• The owner may realise the value of 
their business while maintaining some 
involvement and influence, and

• The management team may take control 
of the business and benefit from its growth. 

Incentives can be put in place encouraging 
management to grow the company, using 
the profits to pay the owner quickly and 
reap the rewards for themselves. 

What is an EOT?
An EOT is an employee ownership model 
where the owner sells a majority stake of the 
business to an EOT that holds the shares for 
the benefit of all employees.

The owner can sell the shares at market 
value, and the proceeds are tax-free if various 
qualifying conditions are met. The employees 
do not directly own the shares but typically 
receive an annual bonus based on the 
performance of the business. Up to £3,600 of 
the bonus is tax-free (but not free of National 
Insurance Contributions).

An EOT can be a suitable option for 
owners who want to reward their 
employees, preserve the culture and 
values of their business, and ensure 
its long-term sustainability.

Advantages and disadvantages
Both VIMBOs and EOTs have advantages and 
disadvantages, requiring careful planning and 
execution. Key factors to consider include:

• Valuation of the business and expected 
return for the owner,

• Level of involvement and control the 
current owner wishes to retain,

• Experience and readiness of the 
management team or next generation of 
the family to take over the management 
of the business,

• Financing the transaction,

• Tax position of the parties, and

• Impact on employees, customers, and 
suppliers of the company.

Business succession planning is not a one-size-
fits-all solution; it depends on the owner’s 
specific background and objectives. 

However, by exploring different options 
with our EQ Taxperts, we can help to tailor 
your exit strategy to meet your needs 
and expectations, securing the future of 
your business.



An update and call for action for 
self-employed workers
Despite previous discussions and press releases on the taxation of basis periods 
for self-employed workers including sole traders and partnerships, many taxpayers 
find themselves confused about what the rule changes are, and uncertain about to 
whom the rules apply. This article aims to provide clarification about the “what” 
and “who”.

What exactly is a “Basis Period”?
In simple terms, the Basis Period is the period 
of time for which income is assessed for income 
tax purposes. Before 6 April 2023, the basis 
period was determined by reference to the 
accounting period of a business or individual. 

From 6 April 2023, the Basis Period is aligned 
with the tax year, which means that the profit or 
loss for the period from 6 April to 5 April will be 
subject to tax in the tax year, regardless of what 
period the business makes its accounts up to. 

So, what’s the problem?
This change affects those whose accounting 
period doesn’t end on 31 March or 5 April. 
If you are in that category, there are some 
complexities involved in transitioning from 
the old rules to the new rules, creating a tax 
issue in the transition year, 2023/24.

For example, if a business has an accounting 
period ending 30 June, the basis period for 
the tax year 2023/24 will be the period from 
1 July 2022 to 5 April 2024, creating 21 months 
of taxable profits chargeable in a single tax 
return. Ouch!

Therefore, profits will be accelerated 
and so will the tax, and profits 
might need to be estimated, so 
that tax returns and accounts will 
need to be amended when the 
final figures are prepared.

Example
Chris makes his accounts up to 30 September 
2023 and profits for that year are £100,000. 
The accounts to 31 September 2024 have not 
been prepared but Chris estimates profits for 
that year of £125,000. The table below shows 
the impact of the change in basis periods in 
the transitional year, 2023/24:

Profits 
taxable in 
2023/24

Tax liability 
(excl. Class 
2 National 
Insurance)

Current rules £100,000 £34,426

New rules – no 
transition relief

£164,208 £69,910

New rules – 
transition relief

£112,842 £42,773

Transition relief is a mechanism by which 
transition profits are automatically spread over 
five tax years, to ease the tax burden in the 
transition year. Most self-employed workers 
will opt for transition relief, but this should 
not be done without prior discussions with 
their advisers. 

Furthermore, there may be overlap profits 
available to be offset against profits arising in 
the transition year, however, we have assumed 
there is no overlap for this example. 

How we can help
If you think you may be affected, we urge 
you to take action now and seek professional 
advice. As always, our EQ Taxperts are here 
to help and can offer our advice based on 
your circumstances.



I don’t like trusts!
Neither do HMRC. But don’t be put off, there are many circumstances when a trust is 
useful. A trust is primarily a tool to give assets away but retain some control over them. 
You may want to do this because the recipient of the assets is too young to look after 
the assets themselves, or you are concerned about a potential marriage breakdown or 
bankruptcy in the future.

The terminology used can be confusing and 
there is some administration involved in 
starting and running a trust, but this can easily 
be dealt with by your advisers. Trusts can help 
with succession planning and mitigating future 
exposure to Inheritance Tax (IHT). They can also 
help to defer Capital Gains Tax (CGT) or to pass 
income to lower rate taxpayers.

For example, if you own an investment 
property, and have no need for the income it 
generates, you could gift it to a trust for your 
adult children or grandchildren. The value will 
no longer be in your estate for IHT after 7 years 
and any inherent capital gain can be deferred. 
An outright gift of the property would create 
an immediate charge to CGT. The income may 
be taxed at a lower rate of tax in the hands of 
the children or grandchildren. 

However, the taxation of trusts is complicated. 
HMRC have developed a view that trusts are 
used to avoid tax or hide the ownership of 
assets and therefore introduced legislation to 
combat this. Professional advice must be taken 
to avoid an unexpected tax charge and with 
good advice you may come to realise that trusts 
are not so bad and may be the solution you are 
looking for in your tax planning. 



Following the relatively recent changes to the pension rules, this type of planning from 
a tax perspective can be highly effective when working alongside your wider plans. 

The annual limit of £40,000 of contributions 
was increased to £60,000 in the last Budget, 
somewhat surprisingly, but perhaps targeted 
at certain sectors currently in the middle of 
strike action. It’s worth bearing in mind that 
the £60,000 annual limit is reduced to 100% 
of your salary if this is lower, and by any 
employer contributions. Remember you also 
have a carry forward allowance if you have 
not paid up to the maximum in prior years.

The lifetime allowance for pensions taken on 
or after 6 April 2023 no longer has an upper 
limit which had previously been £1,073,100. 
So, what difference do these rules make for 
future pensions planning? 

Firstly, your ability to grow your pension 
quicker through higher contributions does 
represent a significant extra tax planning 
opportunity, particularly if you find yourself 
exposed to marginal Income Tax rates which 
can exceed 60%.

Perhaps the biggest benefit for the future 
is the chance to build a bigger pension pot, 
that is protected from Inheritance Tax as long as 
your policy is properly written in trust for your 
beneficiaries. With the Inheritance Tax nil rate 
band not having moved for some years, having 
this form of wrapper will attract many savers.

Whatever your view of pensions, these new 
rules do mean that it is well worth assessing 
your options again with your accountant 
and/or financial advisor. 

Pension planning beyond 2023

The second payment on account for the 2022/23 tax year is due by 31 July 2023, and 
with the current cost of living crisis putting a strain on finances, the last thing that 
anyone needs is to try to find the funds to settle a large tax bill. 

It is more important than ever that taxpayers 
check that they are paying the right amount 
of tax. If a taxpayer’s income has dropped 
significantly in the 2022/2023 tax year, 
compared to the previous tax year, there 
may be scope to reduce their July payment 
on account.

Getting their tax return in early will enable an 
assessment of their circumstances and could 
result in a repayment of tax or a reduction to 
the amount payable. At the very least it will 
allow for cash planning, giving them time to 
set money aside and better manage cashflow 
and finances. 

If they find that they are unable to pay their 
payment on account in full by the 31 July 
deadline, they could potentially agree a Time 
to Pay arrangement with HMRC and spread the 
cost over a longer period, which would make 
things more manageable. It is better to contact 
HMRC 1-2 weeks prior to the payment deadline, 
rather than liaising with them on or after the 
date that the tax is due.

Tax is a significant business and personal cost 
which requires careful management. For more 
information on reducing your payments on 
account or assistance with preparing your tax 
return, get in touch with our EQ Taxperts.

Managing payments on account



Major changes to R&D compliance from 1 August 2023

This year has already seen a number of changes to Research and Development (R&D) 
tax relief with the rates under both the SME and RDEC schemes changing from 1 April 
2023, as well as categories of qualifying R&D expenditure now expanded to include data 
licences and cloud computing costs. However, the changes are not ending there. In a bid 
to tackle perceived abuse of the R&D regime, HMRC recently announced the introduction 
of additional compliance measures, the most significant of which are set out below.

Compliance changes from 1 August
For claims submitted from 1 August 2023, an 
additional information form must be submitted 
to HMRC before the company tax return is 
lodged. If it is not, HMRC will write to the 
company to confirm they have removed the  
R&D claim from the return.

Either the claimant company or their agent  
may submit the additional information form  
to HMRC. 

The level of detail required in this form should 
not be underestimated. HMRC have confirmed 
that the information that must be submitted as 
part of the form includes details of qualifying 
expenditure, broken down by project, and 
detailed project information. 

This additional information form will therefore 
be a time consuming compliance burden to 
companies and their agents.

Pre-notification requirement
One further compliance measure recently 
introduced applies to companies with accounting 
periods beginning on or after 1 April 2023 and 
requires that a company meeting one of these 
three conditions must notify HMRC of their 
intention to submit an R&D claim within six 
months of the relevant accounting period. 

This requirement applies if:

1. you are claiming for the first time

2. your last claim was made more than three 
years before the last date of the claim 
notification period, or 

3. you made a claim for the prior year but  
did not submit the claim until after the  
last date of the claim notification period

The claim notification period ends 6 months  
after the end of the accounting period. 

There will be very few companies who will have 
made their prior year claim within six months of 

the end of the accounting period and, therefore, 
this new requirement is likely to catch out most 
companies intending to claim. 

HMRC have confirmed that this condition is strict 
and if the pre-notification form is not submitted 
within the permitted timeframe, any claim will 
not be valid.

The information to be provided on the form is 
largely standard company information, but there 
will also need to be a high-level summary given 
of the company’s R&D activities.

Final note on R&D enquiries
There has been a noticeable rise in the number 
of R&D enquiries HMRC are opening to tackle 
submission of abusive and fraudulent claims. 
Unfortunately, the way in which HMRC are 
approaching enquiries has meant that genuine 
claims made by reputable firms are being called 
into question, and so far, it appears HMRC are 
being uncooperative rendering it very difficult 
for enquiries to be concluded in a satisfactory 
manner for the taxpayer, without recourse to 
the Tribunal system. Consultations with HMRC 
are ongoing, with much lobbying form the 
profession, in an attempt to improve their 
enquiry process but in the meantime, companies 
should not be put off in submitting genuine  
R&D claims as long as they have gone through  
a rigorous process in  
preparing the claim.



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

Could reviewing your group structure reduce
 your corporation tax liability?
From 1 April 2023, new rates of Corporation Tax were introduced. The small profits 
rate for companies with taxable profits under £50,000 remains at 19%, but a new main 
rate of 25% has been introduced for companies with profits over £250,000. Companies 
with profits between these thresholds will pay an effective marginal tax rate of 26.5% 
on their profits between £50,000 and £250,000.

The thresholds are proportionately reduced for 
short accounting periods and are also reduced 
by the number of associated companies a 
company has. These include any companies 
under common control (if there is substantial 
commercial interdependence between the 
companies) and any 51% group companies 
(subject to some exceptions set out below). 
Therefore, for a group of 3 companies, the 
£50,000 and £250,000 thresholds would each 
be divided by 3 and the companies would start 
paying the marginal rate of tax if their profits 
exceed £16,667 and the 25% rate if their 
profits exceed £83,333. Is it not possible to 
choose to allocate the thresholds on another 
basis, so the number of associated companies 
can therefore significantly affect the rate of 
tax paid. 

Whilst the thresholds are typically reduced 
by the total number of companies in a group, 
dormant companies are excluded. A company 
is dormant if it is not doing business and 

doesn’t have any other income (i.e., is not 
trading and doesn’t have any rental income, 
interest, investment management, employees 
etc.). Holding companies may also be excluded 
if they do not carry on any trade in their own 
right and are a passive company (i.e., their 
only assets are shares in their subsidiaries and 
their only income is dividends from subsidiaries 
that are passed through to the ultimate 
shareholders). 

It is therefore worth considering your group 
structure and any other associated companies, 
to determine whether there are any companies 
that are no longer required or should be made 
dormant. Having to split the profit thresholds 
between redundant companies could result in 
higher rates of tax being applied and additional 
corporation tax being paid unnecessarily. 

If you would like to discuss your company 
structure, please get in touch with our 
EQ Taxperts.

https://eqtaxperts.com/



