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UPCOMING CHANGES

Important information:  The way in which tax charges (or tax relief, as appropr iate) are applied
depends upon individual circumstances and may be subject to change in the future. ISA and
pension eligibility depend upon individual circumstance s. FCA regulation applies to certain regulated
activities, products and services, but does not necessa rily apply to all tax planning activities and
services. This document is solely for information purpose s and nothing in this document is intended to

constitute advice or a recommendation. You should not make any investment decisions based upon
its content. Whilst considerable care has been taken to ensure that the information contained within
this document is accurate and up-to-date, no warranty is given as to the accuracy or completeness

of any information. E & OE.



PERSONAL TAX AND ALLOWANCES

Allowances and rates affecting income, savings, investmen ts and pensions

INCOME AND PERSONAL
ALLOWANCES

Tax-free income: £10,000 - £10,660

Basics Notes:
Most taxpayers are entitled to a certain level of income that is

free of tax. Generally for those born after 5 April 1948 the personal

allowance is £10,000 with entitlement to a maximum of £10, 660 for

those born before 6 April 1938. As ever, conditions a  nd restrictions
apply to the entitlement over £10,000. Above the per sonal
allowance income is taxed at rates from 20% to 45%, thoug h some
taxpayers with very modest savings and income may only p ay 10%.

Planning pointers

Is everyone in your family taking full advantage of the personal
allowance? Are there opportunities to utilise any un used allowances
this tax year? What can you do to take advantage of margi nal

tax rates and reduce the slice taxable at a higher rate ? The basic
rate of tax increases to the higher rate for taxable inco me over
£31,865 and to 45% when taxable income exceeds £150,000. A
higher marginal tax rate may be payable between £100,0 00 and

£120,000 when the personal allowance is gradually wi thdrawn giving
an effective marginal rate of 60% in this band for non-sa vings and
savings income.

CAPITAL GAINS TAX

Tax realised gains: £11,000

Basics

o . : ) Notes:
Ordinarily, each person is entitled to make a tax-free ga inup to

£11,000 (or up to £5,500 for trusts). Thereafter, gai ns are taxed at a
rate that is income dependent. Where taxable income is le ss than
£31,866 the capital gains tax rate for gains up to the spare basic
rate band allowance is 18%. Thereafter, this risesto ~ 28%. The rate
applicable to a trust is 28%. For business owners en trepreneurs’ relief
gives rise to a lower rate of 10% for qualifying gains which provides
for a maximum reduction in tax of £1.8 million (if the gain w ere

£10 million, the current upper limit).

Planning pointers

What tax can be saved by maximising the advantage of family

member tax-free exemptions? Should an asset that is going t 0 be
sold in the future be transferred into joint names? If a gain is going

to be realised are there other assets which are stan ding at a capital
loss that can be used to reduce the quantum of your gai ns? If tax is
due, are there ways of deferring or rolling over the gain?




03 Personal Tax and Allowances

Tax on lifetime gifts and on death:  £3,000

Basics
Generally, inheritance tax (IHT) is due on death at a rate of 40% if
the inheritance threshold is exceeded. The current nil rate band

threshold for IHT is £325,000. The percentage of any u  nused nil rate
EDQG IURP WKH AUVW GHDWK PD\ EHLWUQ® VIR)XMWE WR

allowing up to double the nil rate band applicable a t the date of
the second death. Gifts or transfers made within 7 year s of death
are also added back into the estate and are liable to IHT, but may
be subject to some exemptions as well as a tapered redu ction for

tax on transfers between years 3 and 7.

Planning pointers

You have worked hard to create your wealth - now make su re

you do all you can to minimise any payments that may be due

for IHT. There are many opportunities to plan and the key is to plan

thoroughly and in good time. Estate planning should start early in

life but it is never too late to start. Do you have an up-to-date Will

WKDW UHAHFWYV \RXU ZLVKHV" $UH \RXKW DWDQLODGE 9B Q W
exemptions such as the annual £3,000 exemption, gifts out of

income, and gifts on marriage or civil partnership?

PENSION CONTRIBUTION

Annual allowance: £40,000

Basics

There are limits to how much can be invested in a pensi on scheme
before a tax charge is payable. To qualify for personal tax relief, a
contribution must be a pension contribution made by or on behalf
of a relevant UK individual. Tax relief for pension cont  ributions is
restricted by reference to net relevant earnings and t he annual
allowance. The annual allowance is currently £40,000 w hile there

is a lifetime allowance which is currently £1.25 million. However, it is
possible to carry forward any unused allowances from the previous
3 tax years.

Planning pointers

30DQQLQJ DKHDG QR PDWWHU ZKDWLWRXDVFXRQHQW AQ

not optional. It should be mandatory. A pension inve stment is many
peoples’ cornerstone as payments into a pension scheme currently
attract tax relief of up to a potential maximum of 60%. Howe ver,
there are undoubtedly other components of retirement pl anning.
When might you retire? What are your income expectations? Is your

current plan likely to deliver your expectations?



Personal Tax and Allowances 04

NYANS

Tax-free savings account: £15,000

Basics Notes:
Individuals who are 18 or over can invest up to £15, 000 in an ISA.
Income and capital gains are tax-free while in an ISA, but any

investment in an ISA is liable to inheritance tax. AJu  nior ISA of up to
£4,000 is available for those who are 17 or under.

Planning pointers

If you don't already have an ISA, should you start on e this tax year?
A further advantage is that ISAs are normally readily accessible
(subject to scheme rules).

TAX CREDITS

Basics Notes:

Individuals on low incomes may be eligible to claim tax cr edits or

the universal credit which was introduced in some parts of the UK

in October 2013. Existing claimants will move to univers  al credit

RYHU D \HDU SHULRG WR 7KH ADEHQOAWN.RQV IRU WKHV

FDQ EH FRPSOH[ %DVLFDOO\ WKH\ LQYUROYHMHREHWHUPLOLOI AIX——
PD[LPXP EHQHAW \RXU QHW LQFRPH DQG \RXU DOORZDQFH

7KH PD[LPXP EHQHAW LV WKH DPRXQW \RKDGRXOG UHFHLYH LI \RX
no income at all. As some income is disregarded, it is p ossible that
VRPHRQH FRXOG UHFHLYH WKH PD[LPXP EHQHAW HYHQ WKRXJK WKH\

have a small income. Net income is usually earnings after tax,
national insurance and pension contributions. If you h ave capital
above a threshold this may require a notional income t 0 be added.

The allowances are the maximum amount of income you may earn
DQG VWLOO UHFHLYH WKH PD[LPXP EHQHAWKUWRXU LQFRPH LV DER

AJXUH D SHUFHQWDJH RI WKH H[FHVV LV GHGXFWHG tURP WKH PD[LPX—
EHQHAW

Planning pointers

&KHFN WR VHH LI \RX TXDOLI\ IRU WKHMWH EHQHAWYV DV WKH\ FDQ
payable for people with fairly high incomes. As capital can be
WUHDWHG DV LQFRPH WKDW UHGXFHVOHHWRAM.YHW PD\ EH VHQVLE
away funds or to spend them upgrading your property ( as property
value is not regarded as capital). However, there ar e rules to
counter blatant examples of capital reduction.

7KH KLJK SHUFHQWDJHV DW ZKLFK ERMZHHD LY ZLWKGUDZQ EH
and 76% for universal credit) provide much scope for plan ning.




BUSINESS TAXES, ALLOWANCES AND RELIH

The latest date for action in most cases is the busines s year-end

CORPORATION TAX

Basics

7KH UDWH RI WD[ SD\DEOH GHSHQGVARQY WRK WIHH RI W]
AQDQFLDO \HDU IURP $SULO WD.[DEOH BURAWYV RI
taxed at a rate of 20%, the next tranche at 21.25% and over

£1.5 million at 21%. These thresholds are lower if th ere are associated
companies, that is, companies under common ownership.

Corporation tax self-assessment requires companies to work out their
own tax liability as part of their return and account fo r the
‘self-assessed’ liability to corporation tax.

Planning pointers

7D[DEOH SURAWY DUH W\SLFDOO\ UHGXSFHGVERPSOR\H
contributions. Self-invested personal pensions (SIPPs) a re popular

with many company owner-directors. Another popular tax re duction

strategy is to bring qualifying capital expenditure for ward to take

advantage of the £500,000 annual investment allowance. For a

company in the marginal rate, that potentially reduces the cost of

£500,000 capital expenditure to £393,750.

VALUE ADDED TAX

Registration threshold: £81,000

Basics

Value added tax (VAT) is chargeable where taxable turn over is

in excess of £81,000 in the previous 12 months or you e  xpect this
threshold will be exceeded within the next 30 days. Th ere is arange
of special schemes which are intended to simplify VAT accoun ting.
These include the cash accounting scheme, annual accounting
VFKHPH DQG WKH ADW UDWH VFKHPH

Planning Pointers

Would it be appropriate for you to use one of the spe cial schemes?
Are you claiming any VAT bad debt relief that you are entitled to?
Are you accounting for VAT on the fuel used for private motoring
using the appropriate scale charge? Make sure that you don't
reclaim VAT on cars (unless you are a car dealer or taxi company,
for example, or provide certain pool or leased cars for e mployees)

or on entertaining UK customers.
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BUSINESS DEDUCTIONS

Basics

Business owners are entitled to claim deductions from in come
for costs which are incurred wholly and exclusively in ru nning
the business. Determining how this rule appliesinp  ractice can

be a challenge. A deduction may not be claimed in respect of
depreciation, but deductions in the form of capital allow ances are
available for some expenditure on qualifying capital expe nditure.

Planning pointers

We have already looked at pension contributions and ca pital
expenditure. So, it is important to ensure that all cos ts incurred are
recorded. Directors’ bonuses can be claimed so long as t hey are
paid within 9 months after the company year-end but pens ion
contributions must be paid before the year-end to get t ax relief in
the accounting period. Salaries can be made to family member s as

ORQJ DV WKH\ DUH MXVWLADEOH DQ®HOUWZPRPRHUFLDO UDWHYV 2W
H[WUDFWLQJ SURAWV LQFOXGH GLYLGHQGY DQG EHQHAWYV LQ NLQG

ENTREPRENEURS

RELIEF
Relief on disposals: 10%

Basics

Entrepreneurs’ relief provides relief for disposals by ~ smaller business
owners. It charges a reduced tax rate of 10% on disposa Is up to the
lifetime limit of £10 million giving rise to a potential tax saving of up

to £1.8 million. The relief is available on materiald  isposals of business
assets which covers businesses operated as a sole tra  der, partnership
or through a limited company.

Planning pointers

The liability to capital gains tax is just one aspect of all the planning

WKDW JRHV LQWR WKH ZRUGLQJ RI MW K0DAQDLO LFRIQWUDFWHRU-VDO
the sale value and looking carefully at the proposed s ale structure

helps to ensure the liability to capital taxes is not a penny more than

absolutely necessary. There are a number of planning o pportunities

in this area but there are also pitfalls if some share  holders do not

qualify for this relief.



07

Business Taxes, Allowances and Reliefs

LANDLORD’S ENERG
SAVING ALLOWANCE

Saving per dwelling house:

£1,500 tax-deductible expenditure

Notes:

Basics

Landlord’s Energy Saving Allowance (LESA) is available until April

2015. Under the rules, qualifying expenditure of up to £1,500 per

GZHOOLQJ LV WD[ GHGXFWLEOH ([SHRWGWKXMVH ZKLFK T
deduction from rental income includes loft insulation, cavi ty wall

LQVXODWLRQ VROLG ZDOO LQVMWODPMIRQ LQUBEOMWURR /
DQG ARRU LQVXODWLRQ

Planning pointers

LESA is only available to landlords letting resident ial as opposed to

holiday accommodation. Why not ensure that your let prop erties

DUH DOO DV HQHUJ\ HIAFLHQW DV BRMMLIEKDOHLEHIRUH W]
withdrawn?

PENALTIE

Notes:

Basics

The tax system is replete with penalties to which you may become

OLDEOH LI \RX HLWKHU IDLO W R DA\@W\ RUH $IDR HO BRWHH UN\K L
such taxes as income tax, corporation tax, VAT and inherit ance

WD[ 7KHUH DUH DOVR SHQDOWLHV WIRVRMRD/UHMLW K HD Q RW
EXVLQHVV DQG WKH AOLQJ RI UHWXUQV HW 6RXWHR X QW V
So, for the avoidance of doubt, you should ensure that you know

DOO RI \RXU AOLQJ DQG SD\PHQW UHTEDRWHPHRQWYV DQG
payment.

Planning pointers

OLVV WKH AUVW LQFRPH WD[ UHWXUQHA®WL®D\GHDGOLQH
\RX DUH OLDEOH IRU D .. AQH /HDNKVIRQ ® WWKWKHU
maximum penalty rises by £10 a day up to a maximum of £900. After

6 months a further £300 or 5% of the tax due, whichever is the higher,

is added. In some serious cases the penalty can be eve n higher

than this.

+05& FKDUJHV ODWH AOLQJ SHQDOW LSRURWLEREX (WD$7 D

At Companies House penalty rates range from £150 for a p rivate

FRPSDQ\ AOLQJ WKH DFFRXQWYV QRW PRWRWKDQ PRQ\
IRU D SXEOLF FRPSDQ\ AOLQJ DFFRX@WV PRUH Wi

late.



Business Taxes, Allowances and Reliefs 08

UPCOMING CHANGES

The party (or parties) that wins the general electio n in May is likely to make election promises that
may change announcements already made — nothing is certain

Currently the starting rate limit on savings income is to increase to £5,000.

The annual charge currently payable by non-domiciled ind ividuals resident in the UK who wish to

retain access to the remittance basis is to increase by £10,000 to £60,000 with a new charge of

£90,000 for those who have been UK resident for 17 of  the last 20 years.

JURP $SULO VDYHUV ZLOO EH BIEQH GVRRIDAFBIVE/XWKRRQUSEGQVLRQ DV
retirement, subject to their marginal rate of income tax, instead of the current 55% charge for full

withdrawal.

Notes:
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