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Introduction.

Amidst a persistently challenging fiscal backdrop for the UK government,
this year’s Budget provided a surprisingly mixed result for entrepreneurs and
owner managed businesses.

On the one hand, many of the more fundamental tax changes that had been leaked to the
press were not introduced: income taxes on earned income remain unchanged (albeit
frozen at current levels until April 2031), inheritance taxes were saved from further
(negative) changes, and the widely speculated exit tax — to be applied on individuals
leaving the UK — also was not implemented.

On the other hand, there are still several fundamental changes to contend with. From April
2027, a 2% increase in income taxes will apply for property, savings and dividend income.
Further tax rates bring additional complexity to the tax system, and will impact business
owners and landlords in particular. Announcements that the government will tax pension
salary sacrifice to NICs will also impact business owners, albeit only from April 2029
onward. And the changes to employee ownership trusts, restricting tax relief to 50%,
makes a popular exit route for entrepreneurs less tax efficient (but still highly favourable).

But alongside these tax changes, there also appears to be some genuinely positive news,
as unlike in previous Budgets the government have adopted a (well deserved) renewed
focus on entrepreneurship in the UK. Several tax changes were introduced specifically to
benefit UK scale up businesses: increasing the limits for EMI share schemes, so larger
businesses can provide staff with equity tax efficiently; making EIS and VCT relief more
widely available for investors in the UK; and the publication of a policy consultation
document to see how the government can further support UK based entrepreneurialism.

These are promising — albeit early — steps in the right direction. We hope to see more many
measures focused in this area, and continued consultation with UK entrepreneurs and
owner managed businesses, who — as it seems the government is beginning to recognise —
form the beating heart of the UK economy.

Adam Owens
Head of Tax (UK North & Midlands)
Xeinadin
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Earnings Growth v Tax Allowances
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