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Extracting Cash from Your 
Company 

If you run your business through a limited 
company2, here’s how to maximise your returns 
while minimising your tax bill.  
Salary 

Pay yourself a salary between the National 
Insurance ‘Lower Earnings Limit’ of £109 and the 
‘Secondary Threshold’ of £148 per week. No 
national insurance contributions (NIC) or PAYE 
need to be paid at this level, but you are deemed to 
have paid NIC at a notional zero rate and therefore 
preserve your entitlements to state benefits (state 
pension, unemployment benefit etc).   

You might want to consider employing a member 
of your family as well if they have no other income, 
but care must be taken that the arrangement is 
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Joint Ownership of a Property & 
Tax Planning 

Changing the ownership of your property can 
reduce your tax bill significantly.  
Own a Property Jointly with your Spouse?  

The rental profits will be taxed equally (on a 50:50 
basis) by default regardless of the underlying 
ownership percentages. If one spouse/civil partner 
is not earning or is in a lower tax band, you should 
consider changing this split so that more of the 
rental profits are taxed on the spouse who pays a 
lower tax rate (e.g. 75:25).  

To do this, the underlying ownership must be 
changed to the same percentage and Form 17 
“Declaration of beneficial interest in joint property 
and income” filed with HMRC within 60 days of the 
change of ownership.   
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Many small businesses are run from home. Even 
if the business is located elsewhere, the owner will 
often work from home, doing admin in the 
evenings or during weekends. Yet many business 
owners (including landlords) are unaware that 
they can claim for the costs of running a business 
from home and are paying more tax than they 
should as a result.  

The general rule for expenses to be deductible in 
calculating the profits of the business, the expense 
must be “wholly and exclusively” incurred for the 
purposes of that business. This rule applies to 
expenses incurred in running a home office as well 
as other types of business expense.  

Wholly and exclusively does not mean that the 
business expenditure must be billed separately; or 
that part of the home must be permanently used 
for business purposes (in fact that can be 
disadvantageous – see Capital Gains Tax trap page 
two) but it does mean that when part of the home 
is being used for business purposes then that must 
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Self employed & 
working from home?  
Make sure you claim for the expenses you 
incur running your business from home.  

 
If you work from home, you may be able to 
deduct a proportion of the following expenses: 
• Rent or mortgage interest (not capital 

repayments) 
• Council Tax  
• Insurance (100% of business policy cost or a 

proportion of the home insurance premium) 
• Repairs & maintenance (repairs to the whole 

building or business room, not to a non-
business room e.g. bedroom!) 

• Heat, light and power 
• Cleaning 
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Make sure your home office is not used 
exclusively for business to avoid falling 

into the Capital Gains Tax trap.  

1For someone self employed & working out of their home. There are 
different rules for employees and company directors, which will be 
covered in another newsletter. Contact Collette Hearn if you have any 
questions in the meantime.  
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be the sole use for that part at that time (which 
would rule out a deduction for doing your 
bookkeeping while watching TV with the kids in the 
living room)! 

If you use a room or area in your house as your 
home office, you may be able to claim a proportion 
of expenses such as your rent/mortgage, council tax 
and other bills and even a proportion of your 
decorating bill! 

How much you can claim depends on the nature 
of the expense. Expenses broadly fall into two 
categories, fixed costs and running costs: 
Fixed Costs relate to the whole house and have to be 
paid, even if there is no business use. These include 
costs such as Council Tax, insurance, general repairs 
and mortgage interest/rent. If part of your home is 
set aside solely for business use for a specific period 
then a part of these costs is allowable. You would 
normally apportion these expenses by area and time.  
Running Costs are expenses where the total bill 
varies with the amount of business use. They include 
cleaning, heat and light. If there is only minor 
business use of the home, you can make a claim on 
any reasonable basis. Where there is significant 
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business usage, you should apportion such 
expenses by usage.  

For example, a commercial photographer 
working from home using specialist studio 
lighting would be expected have a much higher 
business expense for electricity than someone 
doing their bookkeeping once a week in the 
spare bedroom. 
Beware the Capital Gains Tax Trap 

If you office is in your home, make sure it is 
not used exclusively for business! When an 
individual sells his/her only or main residence, 
generally the gain is exempt from capital gains 
tax due to principal private residence (PPR) 
relief. But PPR is not available in respect of any 
part of the residence that is used exclusively for 
business use. 

To protect this exemption, any part of the 
home that is used for business purposes needs to 
be available for private use. For example, a room 
used as a business office during the day could be 
used by the taxpayer’s children to do their 
homework in the evening or as a spare bedroom 
for when guests visit.  

Extract	  up	  to	  £38k	  tax	  free	  per	  shareholder	  
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commercial (i.e. they must undertake some duties) 
and the level of pay must be commensurate with the 
duties. You also need to comply with the national 
minimum wage rules. 
Dividends  

Basic rate taxpayers do not pay any income tax on 
dividends – the rate of tax is 10% and this is covered 
by the tax credit that comes with the dividend. If you 
do not need the income or wish to build up funds 
within the company, restricting dividends to just 
below the higher rate threshold can save 
considerable amounts of tax.  

Where a company is owned 50:50 by two spouses 
and the profit represent virtually their only source of 
income, it is possible for them to extract up to £76k 
tax free using the above strategies. Please contact 
Collette Hearn for more details. 
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One Spouse Owns Rented Properties? 
If one spouse owns rented properties in their 

own name and is in a higher tax bracket than the 
other spouse, it would be beneficial for at least 
some of the rental profit to be taxed on the 
spouse in the lower tax band. The spouse does 
not need to transfer a significant percentage of 
the ownership; a nominal amount such as 1% 
would suffice. In this case, as long as Form 17 is 
not filed with HMRC, despite the property being 
99% owned by one person, the rental income 
would be taxed on a 50:50 basis.   
Joint Ownership – Not married? 

If a property is owned jointly by two persons 
who are not married/in a civil partnership, the 
rental profit is not automatically split on a 50:50 
basis. The income will be split in whatever 
proportion they agree themselves. HMRC’s form 
17 would not be relevant in this instance but a 
written agreement would be advisable. 2Assumes	  company	  is	  not	  a	  service	  company	  subject	  to	  the	  intermediaries	  

legislation	  (IR35).	  Contact	  Collette	  Hearn	  for	  more	  details.	  


