
 

 

  

 

 

 

  

 

Family Investment Companies 

 

Further to the recent reduction in Stamp Duty Land Tax (“SDLT”), and some concerns 

over a potential increase in Capital Taxes in the near future, now may be a time to 

consider setting up a Family Investment Company. 

 

Family Investment Companies can save tax year on year on income from investments 

and be set up as an Inheritance Tax planning tool, by sharing wealth and growth with 

your family from the start. 

 

There is always a risk that the rates of tax for individuals and companies could increase 

or decrease in the future, and independent financial advice should always be taken 

before making significant changes to your finances. 

 

Some key aspects to think about are as follows: 

 

How can using a company save tax? 

Companies pay Corporation Tax on their income, instead of Income Tax. Corporation 

Tax is currently 19%, which is lower than the basic rate of Income Tax. 
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It can therefore be more tax efficient to hold income producing assets, such as stocks 

and shares or rental properties, inside a Family Investment Company. 

  

Stocks and Shares 

Companies are not subject to tax on most types of dividend income, therefore using a 

Family Investment Company to manage and grow a portfolio of stocks and shares can 

be very tax efficient. 

 

Rental Properties  

Companies pay Corporation Tax (currently 19%) on the annual profits from properties, 

whereas individuals may pay tax up to 45% personally (dependent on other income 

levels). 

Companies also pay this same rate of tax (currently 19%) on profits on sales of 

properties, whereas individuals could pay up to 28% in Capital Gains Tax on a sale.   

 

As mentioned above, there are some concerns that Capital Gains Tax (payable by 

individuals) could increase in the near future, as part of the government’s review of 

Capital Taxes. This may therefore be a good time to transfer investments to Family 

Investment Companies, while the rates of Capital Gains Tax are known. 

 

How do you access the income? 

Any money taken from your Family Investment Company may either be a withdrawal of 

capital (if you transferred assets in personally) or be taken as a salary or dividend. 

Salaries and dividends are taxable on you personally, and this means overall that the 

profits of that company are being taxed twice. 

You do, however, have more control how the income is taken, and this can be structured 

in a tax efficient way. 

 

We would therefore only suggest using a Family Investment Company when you do not 

need to access 100% of the income each year. 

A careful review is needed to ensure that your long-term plans and personal income 



needs would be tax efficient if using a Family Investment Company.  

 

Other things to consider 

Taxes on set up: 

Transferring assets to a company may result in Capital Gains Tax for you to pay 

personally. You therefore need to consider which assets could be transferred, and 

whether this would be tax efficient in the long term. 

 

If you transfer a property, or purchase a property through a company, Stamp Duty Land 

Tax will be payable, with the additional 3% surcharge. It is therefore important to 

consider whether using a Family Investment Company may be suitable for you before 

making any property purchases. 

 

Running a company: 

Companies are required to complete various administration reports each year, including 

submitting accounts to Companies House. Companies also have separate tax 

administration returns and payment timetables compared to individuals. 

 

Family ownership 

It is important to consider which members of the family should be shareholders and 

which directors.  

Not everyone who is involved in the company needs to be both a shareholder and 

director, and it may be that you want to take the income from the company differently in 

accordance with the needs of family members. 

 

There is also the possibility of considering growth shares, so that the long-term growth in 

the company belongs to particular family members, by way of their own class of shares 

in the company. This can be a useful family needs and inheritance tax planning 

opportunity. 

Planning this ownership is best done before you start, as it can be difficult to make 

changes later. 



 

 

How do you set up a Family Investment Company? 

If you would like to consider using a Family Investment company, please do get in touch. 

We can help review whether this would be tax efficient for you and your family, and 

handle everything for you from setting up company to completing the annual reporting 

each year. 

 

How can we help? 

Please contact us if you need any support or guidance and as usual we will endeavour 

to help. 

 

Kind Regards 

Cansdales Chartered Accountants 

 

 

Disclaimer: While care has been taken to ensure the accuracy of the contents of this e-mail, no responsibility for loss 
occasioned to any person acting or refraining from action as a result of any statement in it can be accepted by the authors. 
Readers should take specialist advice before entering into any specific transactions.  
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