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Introduction 
 
At Taxcafe, we don’t think tax in itself is a bad thing. After all, tax 
is what pays for the public services we all rely on. 
 
However, we do think that paying more than your fair share or 
being hit by sudden, unjustified tax increases are bad things. And 
this is where our tax guides come in, because using legitimate, 
reasonable planning techniques to reduce your tax burden, and 
understanding what you are legitimately entitled to claim will 
ensure you do not pay more than your fair share. 
 
Another essential step in making sure you do not pay more than 
your fair share is understanding what has changed, and what is 
about to change. And that’s why we have produced this guide, 
which is all about just that: change. 
 
Throughout this guide, our aim is to inform you of the key tax 
changes that have either recently taken place, or are due to take 
place soon. We will guide you through the implications of these 
changes, and how you can plan for them. 
 
Where it’s a proposed future change we’re dealing with, we’ll have 
a look at the action you can take to mitigate its impact and make 
the most of the current rules while they still apply. 
 
We’ll also look beyond the changes, to see what tax planning 
opportunities will open up in the future, after the change, or 
during any transitional period. 
 
We start off in Chapter 1, with an update on the current personal 
tax framework (Income Tax and National Insurance) for 
employees, self-employed business owners, and those receiving 
pension income. 
 
In Chapters 2 to 4, we look at property income, savings income, 
and dividends respectively. Each of these sources of income will be 
subject to tax increases following the November 2025 Budget and 
we look at the impact of these increases. 
 
Chapter 5 then explains what happens if you have multiple 
sources of income, and how the way this currently works will be 
changing from 6th April 2027 to help HMRC take even more of 
your hard-earned cash from you. 
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Completing the personal tax landscape, in Chapter 6, we look at 
two additional tax charges: the Child Benefit Charge, and new for 
2025/26, the clawback of winter fuel payments from older 
taxpayers who dare to have too much income (despite how much 
the Government encourages us to save for our retirement). This 
chapter also includes a few warnings and helpful tips to help you 
navigate some of the tax system’s quirks. 
 
Chapter 7 looks at the Corporation Tax framework, which 
underwent some radical changes in April 2023. Not much has 
changed since then, but we look at a few new measures announced 
in the November 2025 Budget, as well as giving some thought to 
what the future may hold for company taxation. 
 
In Chapter 8, we return to personal tax and look at the impact of 
the ten-year freeze to the main Income Tax thresholds, now 
extended to 5th April 2031. We also look at some of the techniques 
you can use to mitigate the effects of the freeze. 
 
The increase in dividend tax rates from 6th April 2026 has several 
important tax planning implications. We start our look at these in 
Chapter 9, when we look at the planning small company owners 
can do in the current, 2025/26 tax year, to avoid some of the 
effects of the increase. 
 
In Chapters 10 and 11, we then look at the longer-term position 
for small company owners looking to extract profits from their 
companies as tax efficiently as possible in 2026/27 and beyond. 
 
The increase in dividend tax rates is just the latest of many 
changes affecting the question of whether it is worth transferring 
an existing sole trader or partnership business into a company 
(known as a business incorporation), or whether it is worth using a 
company for a new business. We look at all the issues and the 
many possible variations and factors to consider in Chapter 12. 
 
Even the process of transferring a business into a company is 
changing after the Budget, so we look at how that process works, 
and what is changing, in Chapter 13. 
 
Incorporating a property business will often be more difficult and 
expensive than incorporating a trading business but can lead to 
significant annual tax savings in the right circumstances, and 
these will increase from 6th April 2027, due to the increase in 
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Income Tax rates on property income. In Chapter 14, we look at 
both the process of incorporating a property business and the 
potential annual tax savings. 
 
Chapter 15 looks at some changes to capital allowances: the 
allowances that provide businesses with tax relief for spending on 
assets like cars, vans, machinery, equipment, and sometimes even 
property. There’s good news for leasing businesses (plant hire 
businesses, etc), and business owners looking to buy new electric 
cars, but otherwise the changes are mostly either irrelevant or bad. 
 
In Chapter 16, we look at a measure that came into effect 
immediately on Budget day: the reduction in Capital Gains Tax 
relief on sales of shares to an employee ownership trust. A worked 
example shows the relief can still save a substantial amount of tax, 
but this change also has some practical implications that the 
Government clearly hasn’t thought through yet, and we can only 
hope these are soon sorted out. 
 
Next, we move on to pensions and investments, starting in 
Chapter 17 with salary sacrifice pensions, which are to be hit with 
national insurance from April 2029. We take a detailed look at the 
impact of this change. There’s better news for some other salary 
sacrifice schemes, regular employer pension contributions, and 
small company owners. 
 
Landlords and individuals with substantial savings income might 
be expecting to get more tax relief for their pension contributions 
(and gift aid donations) when the Income Tax rates on their 
income increase from 6th April 2027. In Chapter 18 we explain 
why, sadly, this is not the case. 
 
Cash ISA subscriptions are about to be restricted, Lifetime ISAs are 
under threat, and all other ISA subscription limits have been 
frozen until 2031. We look at all the changes and how to plan for 
them in Chapter 19. 
 
The continuing freeze to the main ISA subscription limit might 
make you look at Venture Capital Trusts (VCTs). These were 
changed in the Budget too, with a nasty reduction in Income Tax 
relief for VCT investments from 6th April 2026. We give you the 
lowdown on VCTs in Chapter 20. 
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The new Mansion Tax hit the headlines before the Budget when 
the proposals for the tax were leaked to the media. Well, she went 
ahead and did it. We look at the new tax, who it will affect, and 
how much it will cost, in Chapter 21. We even tell you what its 
official name is. 
 
From one tax on wealth to another: next, we begin our review of 
the despicable, much-hated, graverobber’s tax. We are, of course, 
talking about Inheritance Tax. In Chapter 22, we start by looking 
at the generation-spanning, 22-year freeze in the nil rate band, and 
other freezes to important Inheritance Tax bands and allowances 
all applying until 5th April 2031. The cost to some families of this 
fiscal ice age will be phenomenal and we show just how much that 
is. 
 
Everyone has heard about Rachel Reeves’ dreadful attack on 
farmers last year. Not everyone realises this awful restriction in 
Inheritance Tax relief applies to other business owners too. In 
Chapter 23, we look at just how bad the damage is. The November 
2025 Budget has eased the pain a little, as we will see, but the 
consequences are still pretty dire. 
 
Dire consequences await pension savers and their families too. In 
Chapter 24, we look at the Government’s latest plans for charging 
Inheritance Tax on pension funds. Not only is there going to be a 
lot of tax to pay, but the admin is a nightmare. We guide you 
through the latest proposals, but we wouldn’t be surprised if there 
are more changes to come. 
 
Sometimes it’s just as important to look at what didn’t happen, as 
it is to look at what did. With all the confusion, speculation, 
rumours, and leaks that preceded the Budget, we thought it was 
worth including a chapter to reassure you what hasn’t changed, at 
least not yet: turn to Chapter 25 for our summary. 
 
Budgets don’t happen in isolation, they build on previous changes, 
previous announcements, and the existing tax framework. In 
Chapter 26, we look at some of the most important recent tax 
changes to help put the Budget 2025 changes in context. 
 
Finally, we wrap up in Chapter 27, with Bayley & Braun’s 
Newsround: a brief tour through some other announcements 
included in the Budget that didn’t warrant a chapter of their own. 
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Forewarned is forearmed, it is said, and, taken as a whole, that’s 
what this guide does: warns you what is happening, tells you what 
it means, and arms you with the knowledge you need to be ready 
for change, make the most of the opportunities it provides, and 
avoid the pitfalls coming your way. 
 
No-one can see into the future, but we can give you a torch to 
light the way. 
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