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Spring is naturally the season where we celebrate couples forming 
permanent partnerships, but only 25 years ago married women 
were not treated as individuals by the tax systems. It was the 
husband who completed the tax return for both himself and his 
wife and she was obliged to provide him with the information to 
do so!  Lots had to change and thankfully the law was dragged into 
the 20th Century in April 1990. 

At the time the Chancellor, Norman Lamont, said in parliament 
“Independent taxation is bound to mean some couples will transfer 
assets between them with the result that their total tax bill will 
be reduced. This is an inevitable and acceptable consequence of 
taxing husbands and wives separately. We expect income splitting.”

But what can couples do to save tax – simply and legally?

This applies to the employed and self-employed alike resulting in a 
qualifying couple paying up to £212 less tax in the year. 

We can make the claim for you at any time during the tax year and 
you will still receive the full benefit of the annual amount.

You could transfer up to £1,060 of your Personal Allowance to your 
spouse or civil partner if:

you’re married or in a legally registered civil partnership 
and

you have an annual income of less than £10,600 (around 
£880 a month) and

your spouse or civil partner has an annual income of more 
than £10,600 but less than £42,385 and

you were both born on or after 6 April 1935

The Marriage Allowance
For the tax year which started on 6 April 2015, most people will be 
able to earn up to £10,600 a year (£880 a month) before paying tax 
on their income, which includes pensions, savings and investments. 
This is called a Personal Allowance. From 6 April 2015, more than 
four million married couples and 15,000 civil partners who earn 
less than the £10,600 personal allowance will be able to transfer 
£1,060 of their allowance to their spouse or civil partners, so long 
as the recipient doesn’t pay higher rate (40%) or additional rate 
(45%) tax.
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you’re married or in a civil partnership 

you’re living with your spouse or civil partner

one of you was born before 6 April 1935

Before the tax year starts we can claim for you and your spouse or 
civil partner to :-

share the minimum Married Couple’s Allowance

transfer the whole of the minimum Married Couple’s 
Allowance from one to the other

After the tax year ends we can claim to transfer any Married 
Couple’s Allowance that you haven’t used.

If you and your spouse or civil partner are separated through 
circumstance rather than through a decision to formally separate, 
for example if one of the couple are in residential care, you can still 
claim Married Couple’s Allowance. 

The Married Couple’s Allowance 
The maximum Married Couples Allowances is £8355 given at 10% 
resulting in a maximum tax saving of £835.50 per annum. The 
allowance is reduced on a sliding scale when the income is above 
an income threshold – for 2015/16 that threshold is £27,700.

If you got married before 5 December 2005, it’s the husband’s 
income which is used to work out Married Couple’s Allowance. For 
marriage and civil partnerships after this date, it’s the income of 
the highest earner.

The minimum Married Couples Allowance of £322.00 can be 
claimed provided the following apply:

Jointly Owned Let Property
Where a couple rent out a property, if they consider putting it in 
joint names, as tenants in common, then the rental income can be 
split according to the percentages they each own (e.g. 10% to 90%). 
The higher earning spouse can have the lower interest allowing the 
lower earner to possibly be taxed at a lower rate.  If the transfer is a 
gift and no consideration in money or money’s worth is given then 
SDLT does not normally apply.

Keeping Your Full Personal 
Allowance

The basic personal allowance of £10,600 for 2015/16 is reduced 
where a person has income in excess of £100,000. It is reduced by 
£1 for every £2 of income over this limit until the allowance is nil.  
This means that anyone with income of more than £121,200 in the 
year ending 5 April 2016 loses all their personal allowance.

It is possible to preserve entitlement to the personal allowance by 
reducing income to below £121,200 and there are various ways in 
which this can be achieved especially for couples, for example by 
transferring income producing assets to a spouse or civil partner.  
Provided his or her income is below the £121,200 abatement limit 
tax will be saved. 

The rules on independent taxation brought in in 1990 specifically 
allow spouses, and civil partners, to transfer assets between 
themselves without it being treated as a disposal for capital gains 
tax or inheritance tax, provided the recipient is UK domiciled.

If one spouse or civil partner is working, a higher or additional rate 
taxpayer and the other is not, it makes sense for investments to 
be held in the name of the non-working or lower paid spouse or 
civil partner. This will apply to bank and building society deposits in 
particular and any property they own which is let.  



The Non-Dom Furore
Individuals who live in the UK but who have their permanent home 
(‘domicile’) outside the UK may not have to pay UK tax on foreign 
income.

The same rules apply if a non-domiciled individual makes any 
foreign capital gains, for example they sell shares a rental property 
or a second home abroad.

What’s a domicile?

A domicile is usually the country an individual’s father considered 
his permanent home when they were born. It may change following 
a move abroad where the individual does not intend to return. An 
individual cannot be without a domicile and can only have one 
domicile at a time which continues until a new one is acquired.

If an individual has no foreign income and gains then their domicile 
status has no bearing on their UK Income Tax or Capital Gains Tax 
position. 

An individual who lives in the UK but is not domiciled in the UK 
will still have to pay UK tax on any income and gains which arise 
or accrue here. If that same individual has income and gains in a 
foreign country then they have the choice to pay the tax due on 
these income and gains here in the UK or to pay a flat rate charge of 
between £30,000 and £90,000 depending on the number of years 
the individual has lived in the UK. The individual then only has to 
pay UK tax on their overseas income and gains to the extent that 
they are brought into the UK.  

Pass on ISA savings Inheritance 
Tax (IHT) free

150,000 married ISA savers die each year and if the spouse or civil 
partner passed away before 3rd December 2014, their surviving 
husband, wife or civil partner inherited their ISA savings but 
those savings pots lost their tax-free status. For deaths after 3rd 
December 2014, if a married ISA saver or one in a civil partnership 
dies, their partner can inherit the tax advantage.

The change applies to both cash and stocks & shares ISAs.

Employing your spouse or civil 
partner in your business

You may wish to consider employing your spouse in the business. 
Providing the wage is commensurate with duties performed then 
the wage will reduce the taxable profits of the business. A salary of 
between £5,824 and £8,112 will not create any additional National 
Insurance (NIC) but could increase their entitlement to basic and 
additional state pension. The employee will pay national insurance 
at 12% on any amount paid to them over the primary NIC threshold 
which is £8,060 for 2015/16 but no income tax is payable on the 
additional salary until the personal allowance £10,600 for 2015/16 
is reached.

An additional consideration is the ability to claim an employment 
allowance of up to £2,000 a year which reduces the amount of 
secondary (class 1A) employer’s NIC payable. This allowance is 
available to most employers.

It is possible to make savings by paying a slightly higher salary to 
utilise some of this employment allowance. The additional salary 
is deductible for corporation tax purposes, saving corporation tax 
at 20% or from business profits saving tax for the business owner 
at their highest rate of tax.



We are here to help
We can help you by ensuring that you’re 
aware of the changes that will affect you, 
your family and your business. To find out 
more about the ways that we can help you, 
do not hesitate to contact us.

Disclaimer: This pay less tax report is provided for clients of accountants and has been written for general interest. No responsibility for loss occasioned to any person acting or 
refraining from action as a result of the information outlined in this edition is accepted by the authors, AVN, or any associated business. In all cases appropriate advice should be 

sought before making a decision. The content is correct as at 22nd April 2015. 
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Amnesty Update
The Credit Card Sales Campaign is an opportunity to bring your tax 
affairs up to date if you’re an individual or business that accepts 
credit or debit card payments for goods or service.

If you feel you may not have declared all of these sales through 
your accounts there is an opportunity to bring this matter up to 
date however it is always prudent to speak to us first.

The Second Incomes Campaign is an opportunity to bring your tax 
affairs up to date if you’re employed and have additional income 
that is not taxed.

Residence and overseas income is a specialised area of 
UK tax legislation and we are happy to provide specialised 
assistance should you be considering a move abroad, 
be returning to the UK after living abroad or consider 
yourself to have a domicile other than in the UK.

Here to Help 

If:-

you’re an employee 

you’re resident in the UK 

and have a second income from working for yourself.  For example:-

consultancy fees, e.g. for providing training 

organising parties and events 

providing services like taxi driving, hairdressing or fitness 
training 

making and selling craft items 

buying and selling goods, e.g. at market stalls or car boot 
sales 

Please let us know so that we can advise you of the correct action 
necessary.

The alternative for less wealthy individuals is for the individual to 
pay UK tax on all of their worldwide income and gains and claim an 
allowance for the overseas tax paid on this income (provided the 
UK has a reciprocal arrangement with that country). 

Any individual who is non domiciled does not pay tax on their 
foreign income and gains if it amounts to less than £2,000 in a tax 
year and does not bring these income and gains into the UK.


