Tax
Efficiency
Tips

Tax Efficiency Tips

Contents
Points to consider
Set your salary
Consider your dividends
Plan your pension contributions
Review your shareholding
Childcare changes
Employer Supported Childcare (ESC)
Tax-Free Childcare
What else should you be aware of?
Payments on account
Student loan
How can Nixon Williams help me?

We’re interactive, just click the section you want to know more
about and it’ll take you right to it.

2

Tax Efficiency Tips

Points to
consider

April is fast-approaching which means it’s
nearly time for the new tax year to begin. If
you’re running your own limited company, this
could be the perfect time to set goals for the
year ahead.
We’ve outlined some of the points you should
consider to make sure you’re working as tax
efficiently as possible.
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Set your salary
As of the 2021/22 tax year, the personal
allowance is set at £12,570. If this was your only
means of income, any additional salary above
£12,570 would be taxed at 20%, and then once
you hit the higher tax band of £50,000 would
be taxed instead at 40%.

Consider your dividends
The tax free dividend allowance for
2021/22 is £2,000. This also remains fixed
at £2,000 for 2022/23. If you have not
used this allowance to date you should
consider doing it prior to 5th April 2021.
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Plan your
pension
contributions
The annual allowance for pension
contributions for which you can claim tax
relief is currently set at £40,000 or 100% of
your earnings per year – whichever is lower.
However, you can carry forward any unused
allowances for the past 3 years. If you haven’t
done so already, you may be able to benefit
from additional tax relief by making the
most of these contributions. Making pension
contributions personally could also mean that
more of your income is taxable at a lower rate.
For advice on pensions, our partners
at Contractor Wealth can offer you a free
consultation by getting in touch here.
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Review
your
shareholding

If you pay a higher rate tax, you are married,
living with your lower-earning spouse and
were thinking of gifting them some shares in
your company, you could lower the amount of
tax that is payable.
You should be aware that if you are gifting
shares to your spouse, they will then become
their property. Any dividends declared after
the transfer would then be split per the new
shareholding and will need to be paid to them.
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Childcare
changes
If you have children, the following changes
may help you to work more tax efficiently:

Employer Supported Childcare (ESC)
Employer Supported Childcare, which covers
both voucher schemes and directly contracted
childcare is now closed to new applicants.
To continue to take advantage of this, you will
need to have received at least one voucher
payment within a rolling 12-month period. You
can continue to use the Childcare Vouchers
scheme for as long as:
•

You remain with your current employer

•

Your child is eligible

•

You receive at least one voucher payment
within a rolling 12-month period

Back to contents
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Tax-Free
Childcare
If you qualify for the Tax Free Childcare (TFC)
scheme, HMRC will pay £2 into a childcare
account for every £8 you pay in (up to a value
of £2,000 per child per annum).
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What else
should you
be aware of?

Payments on account
If your tax liability is greater than £1,000
for the 2020/21 year, HMRC will require you
to make further payments on account (in
advance) towards the 2021/22 liability by
31st January 2022 and 31st July 2022. These
payments are each usually 50% of the tax
liability for the prior year.
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Student loan
Remember: If you have a student loan,
dividends count towards your income. If you
have breached the repayment threshold
(currently £19,390 for Plan 1 or £26,575 for Plan
2) there will be a student loan repayment
required. This is calculated at 9% on your
income above these thresholds.
For the 2021/22 tax year, these thresholds have
increased to £19,895 and £27,295 for plan 1
and 2 loans, respectively. Please note, different
rates/thresholds apply to postgraduate loans
and Scottish student loans.
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How can
Nixon Williams
help me?
v

As your accounting partner, we understand
the importance of having the best support
possible. That’s why we’re always on hand to
offer advice when it comes to your accounts.
If you have any questions regarding your
finances, give our team of experts a call on

01253 843 190
or email

contractoradvice@nixonwilliams.com

NW 20210322-V10

