
 

Tax and the Family 

Marginal rates 

The first step to paying less Income Tax, National Insurance Contributions (NIC) and Capital Gains 

Tax (CGT) is knowing how much of these taxes you are likely to pay and why. Your tax rate 

depends on: 

• How much other income you have in the year 

• How the money you receive is charged to tax 

• Whether you are a UK taxpayer or a Scottish taxpayer. 
 

In 2018/19, the Income Tax rate on general income for a Scottish taxpayer changes when total 

income exceeds: 

• £11,850 – 19% rate starts (‘starter rate’) 

• £13,850 – 20% rate starts (‘basic rate’) 

• £24,000 –  21% rate starts (‘intermediate rate’)  

• £43,450 – 41% rate starts (‘higher rate’) 

• £100,000 – 61% effective rate from withdrawal of personal allowances 

• £123,700 – 41% rate again 

• £150,000 – 46% rate starts (‘top rate’) 
 

 
 



 

 

In 2018/19, the Income Tax rate on general income for a UK taxpayer changes when total income 

exceeds: 

• £11,850 – 20% rate starts (‘basic rate’) 

• £46,350 – 40% rate starts (‘higher rate’) 

• £100,000 – 60% effective rate from withdrawal of personal allowances 

• £123,700 – 40% again 

• £150,000 – 45% rate starts (‘top rate’) 
 

NIC is charged at 12% on salary or 9% on business profits between £8,424 and £46,350, and 2% 

above that irrespective of whether you are a UK taxpayer or a Scottish taxpayer. 

Dividend income is taxed on the amount received at 7.5%, 32.5% or 38.1% but the first £2,000 of 

dividends received per tax year is taxed at 0%.  

Interest received is taxed at 0% on the first £1,000 received by a basic rate taxpayer in the tax year, 

and at 0% on the first £500 received by a higher rate taxpayer per tax year. If you receive more 

than £1,000 or £500 of interest the excess is taxed at 20% or 40%. If you pay tax at 45% all of the 

interest you receive is taxed at 45%. If you receive less than £16,850 of employment income or 

business profits and receive interest, up to £5,000 of the interest is taxed at 0%.  

CGT is not charged on the first £11,700 of gains. Gains above that threshold are taxed at 10% until 

your total of taxable income and gains (after tax-free allowances) exceeds £34,500, and is 20% 

above that. However, where the gains arise from residential property those gains are taxed at 18% 

in place of 10%, and 28% in place of 20%. 

Where one member of a couple earns over £50,000, some or all of any Child Benefit paid to the 

family will be clawed back from the higher earner. This gives rise to an unpredictable ‘marginal rate’ 

of tax on income between £50,000 and £60,000. 

Key planning questions 

To identify opportunities to save tax you need to know what the marginal rates of tax are for you 

and for other family members.  

• How much income did you have last year? 

• Do you expect significant changes in the mix or level of income this year? 

• Do you expect significant changes next year? 
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Key planning points 

If you are close to one of the thresholds, moving income or gains can save tax: 

• From one person to another (e.g. between spouses or civil partners) 

• From one year to another (e.g. from 2017/18 to 2018/19) 
 
Example: Elizabeth expects to have £119,000 of income including £19,000 of dividends which are 

taxed at 0% on first £2,000 and 32.5% on £17,000. She moves £17,000 of her dividend income to 

her husband Jim, who has only £20,000 of employment income (pays 20% tax) in 2018/19. Jim 

pays 7.5% tax on £15,000 of the dividends and 0% on £2,000 of dividends. This can save tax of 

£4,400 (25% x £15,000 + 32.5% x £2,000). 

Example: Alex has potential gains of £41,200 and £50,000 of income in 2018/19. He transfers 

enough assets to his spouse Ann so she realises taxable gains of £29,500. Alex is left with £11,700 

of gains which are covered by his annual exemption. As Ann has no other gains or income, this 

saves CGT of £4,120 (£11,700 at 0% instead of 20%, and £17,800 at 10% instead of 20%). 

Income and gains can be moved by: 

• Transferring to a spouse or civil partner investments which generate income or which stand 
at a gain, as such transfers are exempt from Capital Gains Tax. This is the case whether 
the asset is gifted or paid for by the recipient spouse. 

• Taking a spouse into employment or partnership. 

• Advancing or delaying transactions around 5 April. 
 
If you want to transfer a gain, you have to make a genuine gift of the asset to your spouse before it 

is sold. If you give something standing at a gain to anyone other than a spouse or civil partner, you 

are usually charged to tax on the gain as if you had sold the asset at its full market value. 

Catches 

The taxman will not accept: 

• Transfer of income to your own under-18 child (unless it’s under £100 a year or in a Child 
Trust Fund or Junior ISA). 

• Transfer of income to a spouse unless it comes from an outright gift of a capital asset. 
 

➢ Information correct at: May 2018 

➢  

For further information, please contact the Private Client Team: 
 

Gavin Morton at gavin.morton@chiene.co.uk 
Hazel Gough at hazel.gough@chiene.co.uk 

Helen Mackenzie at helen.mackenzie@chiene.co.uk 
Moira McMillan at moira.mcmillan@chiene.co.uk 
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