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The 2022/23 t�x ye�r ends on Wednesd�y 5 April. 

After this d�te, m�ny �llow�nces will reset, so it 
could be your l�st ch�nce to use some of them. 
M�king the most of �llow�nces c�n reduce your 
t�x li�bility �nd help your money to go further. 

Reviewing your �n�nces now could me�n you 
discover �n �llow�nce you could m�ke use of 
before the de�dline.

Here �re seven �llow�nces to consider using 
before the 2022/23 t�x ye�r ends. 

January 2023

2022/23 allowance: up to £1,260

1. Marriage Allowance

Using your Marriage Allowance could reduce your 
Income Tax bill by £252. 

The M�rri�ge Allow�nce �llows � spouse or civil 
p�rtner to give some of their unused Person�l 
Allow�nce to their p�rtner. 

The Person�l Allow�nce is the �mount of income 
you c�n receive before Income T�x is due. For the 
2022/23 t�x ye�r, it is £12,570.

If you or your p�rtner h�s �n income below this 
threshold, the person on the lower income m�y 
be �ble to p�ss on up to £1,260 of their Person�l 
Allow�nce. This effectively incre�ses the 
Person�l Allow�nce of their p�rtner to £13,830. 
This c�n then reduce their t�x bill for the 2022/23 
t�x ye�r by £252. 

To be eligible you must be m�rried or in � civil 
p�rtnership. The p�rtner with the higher income 
must �lso p�y Income T�x �t the b�sic r�te in 
Engl�nd, W�les, or Northern Irel�nd. This usu�lly 
me�ns their income is between £12,571 �nd 
£50,270.

In Scotl�nd, the higher income e�rner must p�y 
the Scottish st�rter, b�sic, or intermedi�te r�te of 
Income T�x. This usu�lly me�ns their income is 
between £12,570 �nd £43,662. 

You c�n b�ckd�te the M�rri�ge Allow�nce for up 
to four ye�rs. So, you h�ve until 5 April 2023 to 
use your entitlement from the 2018/19 t�x ye�r.
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2022/23 allowance: £20,000

2. ISA allowance

An ISA provides a tax-ef�cient way to save  
and invest. 

The interest or returns you e�rn on money held 
in �n ISA �re free of both Income �nd C�pit�l 
G�ins T�x (CGT). For the current t�x ye�r, you 
c�n �dd up to £20,000 to �n ISA.

You c�n spre�d your �nnu�l �llow�nce �cross 
sever�l different ISA types.

For �dults, there �re �ve different types of ISA 
th�t you c�n contribute to:

1. Cash ISA

A C�sh ISA oper�tes simil�rly to � s�vings 
�ccount, but the interest you e�rn is p�id free 
of Income T�x �nd CGT. Some C�sh ISAs �re 
subject to restrictions, such �s how much you 
c�n withdr�w.

ISAs are an important part of saving and 
investing for many people.

According to of�cial statistics, around 
12 million adults subscribed to an ISA in 
2020/21. During that year, around £72 

billion was added to ISAs. In total, £687 
billion, was held in adult ISAs. 

2. Stocks and Shares ISA

Using � Stocks �nd Sh�res ISA �llows you to 
invest in the stock m�rkets �nd other �ssets. 
Returns �re free of Income T�x �nd CGT. As with 
�ll investments, you should h�ve � long-term 
outlook �nd underst�nd your risk pro�le when 
using � Stocks �nd Sh�res ISA.

3. Lifetime ISA (LISA)

If you’re �ged between 18 �nd 39, you c�n open 
� LISA. A LISA c�n be � C�sh or Stocks �nd 
Sh�res ISA. You will receive � 25% government 
bonus on your contributions. However, you will 
be pen�lised if you m�ke � withdr�w�l before 
you turn 60 for �ny purpose other th�n buying 
your �rst home. The m�ximum �mount you c�n 
pl�ce into � LISA e�ch t�x ye�r is £4,000.

Saving for children through a 
Junior ISA (JISA)

A JISA is a tax-ef�cient way to save or 
invest for a child.

The annual subscription limit for 
2022/23 is £9,000. The child can begin 
managing their ISA from 16, but they 
cannot withdraw money until they are 
18.

Like their adult counterparts, interest 
and returns are free of Income and 
Capital Gains Tax. If you don’t use the 
allowance before the end of the tax 
year, you will lose it.
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4. Innovative Finance ISA

An Innov�tive Fin�nce ISA is designed for 
peer-to-peer lending investments. Usu�lly, 
these kinds of investments �re higher risk th�n 
tr�dition�l �ltern�tives, so �re not �ppropri�te 
for most investors.

5. Help to Buy ISA

While you c�n no longer open � Help to Buy ISA, 
if you �lre�dy h�ve one, you c�n continue to 
contribute until November 2029. You c�n �dd up 
to £200 � month �nd the government will top 
up your s�vings by 25% (up to £3,000) when 
you buy your �rst home. 

If you do not use your ISA �llow�nce for the 
2022/23 t�x ye�r, you will lose it. 

Personal Savings Allowance

You may also have a Personal Savings 
Allowance. This is the amount of 
interest you can earn without paying 
tax. The allowance depends on which 
Income Tax band you’re in:

• £1,000 if you’re a basic-rate taxpayer

• £500 if you’re a higher-rate taxpayer

You do not have a Personal Savings 
Allowance if you are an additional-rate 
taxpayer.

Should you choose a Cash or 
Stocks and Shares ISA?

Whether you should choose a Cash or 
Stocks and Shares ISA will depend on 
your goals and �nancial circumstances.

A Cash ISA may be appropriate if you 
have short-term goals in mind or are 
using it to build an emergency fund. 
However, as in�ation is higher than 
interest rates, your savings could be 
losing value in real terms. 

A Stocks and Shares ISA may be 
appropriate if you’re saving with long-
term goals in mind. While investment 
returns cannot be guaranteed, 
historically, markets have delivered 
returns over the long term that beat 
in�ation. If you choose to invest, it’s 
important you understand your risk 
pro�le and choose an option that is 
right for you.

�™����01622 804504 ������info@focusedfinancial.co.uk



5

January 2023

2022/23 allowance: £2,000

3. Dividend Allowance

Using your Dividend Allowance could be a tax-
ef�cient way to boost your income. 

Dividends �re p�id by comp�nies to sh�re out 
the pro�ts they h�ve m�de. If you hold sh�res 
in � dividend-p�ying comp�ny, you will receive 
p�yments. The �mount you receive will usu�lly be 
dependent on perform�nce �nd stock price.

You m�y �lso receive dividends if you own your 
own business. M�ny comp�ny directors dr�w � 
combin�tion of s�l�ry �nd dividends from their 
business to m�ximise the t�x ef�ciency of their 
income.

The Dividend Allow�nce me�ns every individu�l 
c�n receive up to £2,000 in dividends without 
incurring t�x. So, if you’re � comp�ny director, you 
c�n p�y yourself up to £2,000 in dividends from the 
business without p�ying �ny Dividend T�x.

How much t�x you p�y on dividends th�t exceed 
the �llow�nce will depend on your Income T�x 
b�nd:

• B�sic r�te: 8.75% 

• Higher r�te: 33.75%

• Addition�l r�te: 39.35%

If you don’t use your Dividend Allow�nce before the 
end of the t�x ye�r, you will lose it.

In the 2022 autumn statement, chancellor 
Jeremy Hunt announced the Dividend 

Allowance would be reduced.

For the 2023/24 tax year, it will fall from 
£2,000 to £1,000. It will then halve again 

to £500 for the 2024/25 tax year.

If dividends form part of your income, your 
tax liability could rise in April 2023, and 
you should review your �nancial plan. 
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2022/23 exempt amount: £12,300

4. Capital Gains Tax annual exempt amount

Using your Capital Gains Tax annual exempt 
amount could save you money when you sell some 
assets.

C�pit�l G�ins T�x (CGT) is p�id when you sell 
cert�in �ssets �nd m�ke � pro�t. This m�y include 
stocks th�t �ren’t held in �n ISA, � second property, 
or person�l possessions worth more th�n £6,000 
(excluding your c�r).

For the 2022/23 t�x ye�r, the CGT exempt �mount 
me�ns �n individu�l c�n norm�lly m�ke pro�ts up 
to £12,300 before CGT is due.

In some c�ses, spre�ding out the dispos�l of 
�ssets �cross sever�l t�x ye�rs c�n help reduce 
your CGT li�bility. You m�y �lso w�nt to pl�n with 
your p�rtner to m�ximise both of your �nnu�l 
exempt �mounts. 

If you exceed this �llow�nce, your r�te of CGT will 
depend on other t�x�ble income:

•  St�nd�rd CGT r�te: 18% on residenti�l property, 
10% on other �ssets

•  Higher CGT r�te: 28% on residenti�l property, 
20% on other �ssets.

If you’re not sure if your �ssets could be li�ble for 
CGT or the t�x r�te you’d p�y, ple�se cont�ct us. 

If unused, you c�n’t c�rry forw�rd the CGT �nnu�l 
exemption.

The CGT annual exempt amount will fall 
from £12,300 to £6,000 in the 2023/24 tax 
year. It will then reduce to £3,000 for the 

2024/25 tax year. 

If you are disposing of assets, it’s 
important to keep these changes in mind 

as they could affect your tax liability.

In some cases, selling assets before the 
annual exempt amount changes could 

make �nancial sense. Please contact us if 
you have any questions. 
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2022/23 allowance: up to £40,000

5. Pension Annual Allowance

A pension is a tax-ef�cient way to save for your 
retirement. Using your Annual Allowance could 
help create �nancial security in your later years.

The pension Annu�l Allow�nce is the m�ximum 
th�t you c�n p�y into your pension e�ch t�x 
ye�r while still bene�ting from t�x relief. This 
includes pension contributions m�de by your 
employer or other third p�rties.

In the 2022/23 t�x ye�r, the Annu�l Allow�nce 
is 100% of your �nnu�l e�rnings, up to £40,000, 
for most people.

However, there �re two re�sons why your 
Annu�l Allow�nce m�y be lower:

1.  The T�pered Annu�l Allow�nce  me�ns if 
your threshold income is over £200,000 �nd 
your �djusted income is more th�n £240,000, 
your Annu�l Allow�nce will be reduced by 
£1 for every £2 your income exceeds these 
thresholds. It c�n be reduced by � m�ximum 
of £36,000. As � result, your Annu�l 
Allow�nce c�n be �s low �s £4,000.

2.  If you h�ve �exibly �ccessed your pension, 
you m�y be subject to the Money Purch�se 
Annu�l Allow�nce . This reduces the �mount 
you c�n t�x-ef�ciently s�ve into � pension to 
£4,000 e�ch t�x ye�r.

It’s import�nt to know wh�t your Annu�l 
Allow�nce is, so ple�se cont�ct us if you’re 
unsure or h�ve �ny questions.

Unused pension Annu�l Allow�nce c�n be 
c�rried forw�rd for up to three t�x ye�rs. You 
h�ve until 5 April 2023 to m�ke full use of your 
�llow�nce from the 2019/20 t�x ye�r.

Make use of your family’s 
Annual Allowance

Tax relief makes saving into a pension 
an ef�cient choice. So, don’t just use 
your own allowance, make use of your 
loved ones’ too. It could help them 
create long-term �nancial security.

Even those without an income, 
including children, can contribute to a 
pension and bene�t. Non-taxpayers can 
add up to £2,880 each tax year to their 
pension and would usually bene�t from 
tax relief of 20%.
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2022/23 exemption: £3,000

6. Inheritance Tax annual exemption 

If your estate could be liable for Inheritance Tax, 
the annual exemption means you can pass on a 
gift tax-free. 

If you’re concerned �bout Inherit�nce T�x (IHT), 
gifting to loved ones now c�n reduce the v�lue 
of your est�te �nd, so, the eventu�l bill.

However, not �ll gifts �re immedi�tely exempt 
from IHT. Some m�y be considered p�rt of your 
est�te for up to seven ye�rs. T�king �dv�nt�ge 
of gifts th�t �re outside of your est�te 
immedi�tely c�n provide pe�ce of mind.

E�ch ye�r, your IHT �nnu�l exemption me�ns 
you c�n p�ss on � t�x-free �mount. In 2022/23, 
this �mount is £3,000. The limit �pplies per 
individu�l, so couples c�n gift up to £6,000 
between them.

The exemption c�n be c�rried forw�rd for 
one ye�r. 

8

Gifting small amounts

In addition to the annual exemption, 
you can gift small amounts (up to £250 
per person) to as many people  
as you like.
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2022/23 allowance: dependent on your 
disposable income

7. Gifts from your income

Making gifts from your income could reduce 
your estate’s Inheritance Tax bill. 

If Inherit�nce T�x (IHT) is � concern, gifting 
from your income is �nother w�y to reduce � 
potenti�l bill. However, these gifts need to be 
m�de regul�rly �nd must:

• Be m�de from your income

• Be p�rt of your norm�l expenditure

•  Le�ve you with suf�cient income to m�int�in 
your current lifestyle.

This c�n be � useful w�y to offer �n�nci�l 
support to loved ones. For ex�mple, you might 
p�y the school fees of gr�ndchildren or m�ke 
regul�r deposits to p�y for the living costs of 
your children.

If you w�nt to t�ke �dv�nt�ge of this, it’s 
import�nt to m�ke sure your regul�r gifts h�ve 
continued throughout the current t�x ye�r. You 
should �lso keep � c�reful record of gifts m�de 
under this exemption.

Gifts from your income must be m�de regul�rly. 
So, missing � gift might me�n th�t HMRC 
doesn’t deem the gifts “regul�r” so includes 
them in the v�lue of your est�te when you  
p�ss �w�y.

Do you need to consider 
Inheritance Tax?

The standard Inheritance Tax (IHT) rate 
is 40%. If your estate could be liable, it’s 
important to be proactive to maximise 
how much you pass on to your loved 
ones.

The nil-rate band for the 2022/23 
tax year is £325,000. If the value of 
your entire estate doesn’t exceed this 
threshold, no IHT will normally be due. 
If you will be leaving some properties, 
including your main home, to children 
or grandchildren, you can also use the 
residence nil-rate band. For the 2022/23 
tax year, this is £175,000.

This means many people can leave up 
to £500,000 before IHT is due. If you’re 
married or in a civil partnership, you can 
also pass on unused allowances to your 
partner. As a result, if you’re planning 
as a couple, you could leave up to £1 
million before you need to consider IHT.

If the value of your estate exceeds 
these thresholds, there are often steps 
you can take to mitigate an IHT bill, 
so please contact us to discuss your 
needs.
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Keeping on top of �llow�nces �nd exemptions c�n be ch�llenging. We c�n help ensure the ones 
th�t m�ke sense for you �re p�rt of your �n�nci�l pl�n.

Ple�se cont�ct us to discuss how to m�ke use of 2022/23 t�x �llow�nces. We c�n �lso help you put 
�n effective pl�n in pl�ce for the upcoming t�x ye�r th�t considers ch�nges �nd helps you m�ke the 
most of your income �nd we�lth. 

Contact us to talk about your 2022/23 allowances and making the most of your wealth

Ple�se note:  This guide is for gener�l inform�tion only �nd does not constitute �dvice. The 
inform�tion is �imed �t ret�il clients only.

The Fin�nci�l Conduct Authority does not regul�te est�te �nd t�x pl�nning. 

The v�lue of your investment c�n go down �s well �s up �nd you m�y not get b�ck the full �mount 
you invested. P�st perform�nce is not � reli�ble indic�tor of future perform�nce.

A pension is � long-term investment not norm�lly �ccessible until 55 (57 from April 2028). The fund 
v�lue m�y �uctu�te �nd c�n go down, which would h�ve �n imp�ct on the level of pension bene�ts 
�v�il�ble. P�st perform�nce is not � reli�ble indic�tor of future results. 

The t�x implic�tions of pension withdr�w�ls will be b�sed on your individu�l circumst�nces. 
Thresholds, percent�ge r�tes �nd t�x legisl�tion m�y ch�nge in subsequent Fin�nce Acts.  

The guide is b�sed on our current underst�nding of legisl�tion, which is subject to ch�nge.
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