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2024 Year End Tax Planning

INCOME TAX

Where an individual’'s income exceeds £100,000 the personal
allowance is restricted until it is fully withdrawn for those with
income exceeding £125,140. For income between £100,000
and £125,140, the marginal tax rate is 60% in the UK and 63%
in Scotland.

With the reductions to the additional rate tax threshold and the
tapering out of the dividend allowance, taxpayers may want to
consider options for maximising the use of the lower rate bands
and utilising their allowances. During the 2024 Spring Budget,
the Chancellor announced changes to the non-domiciled rules.
The new rules are expected to be a residence-based regime
that will apply from 6 April 2025. Transitional rules will apply to
taxpayers already residing in the UK.

If you think any of the changes or opportunities below would be
of relevance to you and you would like to discuss further, please
contact a member of your usual Andersen team.

How can | mitigate getting caught in the 60% or 63% tax
trap?

1. Accelerating or deferring income

Individuals who have control over the timing of the receipt of
income may consider either accelerating or deferring the receipt.
Acceleration may be appropriate if the individual is expecting to
be subject to a lower marginal rate in 2023/24 than in 2024/25.
Deferral may be appropriate in other cases if your overall income
will be lower in 2024/25.

2. Charitable gifting

Cash gifts to UK charities (and certain European charities) are
eligible for tax relief under the “gift aid” scheme. Where the gift is
made by a higher or additional rate taxpayer, they and the charity
can both benefit.

* A 45% taxpayer gives £800 to a charity. The gift is grossed up
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by HMRC by 25% and so the charity receives £200.

* The taxpayer's basic rate tax band is extended by £1,000,
saving 25% tax on that amount.

* The net tax cost of making a gift of £1,000 is £550.

Gifts can even be made after the end of the relevant tax year
and “carried back”, provided certain conditions are satisfied.
In deciding whether to do so, there is a benefit of considering
income levels for both 2023/24 and 2024/25 and whether the
individual is caught by the 60% tax rate mentioned above.

3. Pensions

UK registered pension schemes are a tax-efficient way to save
for retirement. Contributions benefit from tax relief, investment
growth is normally tax free, and on retirement, up to 25% of the
benefits can be drawn tax free. Where pension benefits are not
drawn, they are generally exempt from inheritance tax on death.

* The maximum amount of tax-effective pension contributions
is the higher of 100% of an individual’s relevant earnings or
£3,600.

* Contributions are also subject to a further limit called the
‘annual allowance’ currently set at £60,000. Contributions
above that limit see the marginal tax relief clawed back
through the annual allowance charge paid on the self-
assessment tax return.

* Where an individual’s adjusted income exceeds £260,000
the annual allowance is reduced by £1 for every £2 above
the threshold. The annual allowance is not reduced below
£10,000.

Pension contributions are particularly valuable for those earning
between £100,000 and £125,140 since these taxpayers fall
within the 60% or 63% tax trap.

The lifetime allowance has been abolished, however a new

lump sum allowance of £1,073,100 has been introduced which
restricts the 25% tax-free lump sum to £268,275.
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4. Transfer of Assets

Married couples and civil partners may wish to contemplate a
transfer of income producing assets between themselves. This
may reduce the overall tax suffered so retaining a higher post-
tax income.

There are additional inheritance tax considerations for transfers
between married couples when the transferee is not UK
domiciled. Further details can be found in the inheritance tax
section below.

The same principle may be relevant for capital assets, where
either one party has available capital losses or is taxed at lower
rates.

5. Incorporation of property

The incorporation of a rental business allows taxpayers to pay
corporation tax at a rate of 19-25% instead of their marginal
income tax rate of up to 45%. The taxpayer is then able to receive
dividends from the company, allowing them to make full use of
their dividend allowance and pay income tax at the dividend
rate of up to 39.35%. Dividends can be taken from the company
when the taxpayer chooses. Taxpayers can therefore defer their
dividends to a year with a lower marginal tax rate to reduce their
overall tax charge.

Full relief may be available to incorporated businesses paying
interest, therefore decreasing profits or creating a loss. When
selling the business, capital gains tax will be due on the increase
in the value of the property after incorporation.

When UK property valued over £500,000 is held within a
corporation, an Annual Tax on Enveloped Dwellings (ATED)
may apply. The annual tax charged can range from £4,400 to
£287,500.

6. Rent a room relief

A homeowner who lets part of their main residence to a tenant
may be eligible for relief under the rent a room scheme. The
rent a room scheme allows taxpayers to choose to either claim
itemised expenses in relation to their rental business or to claim
a single expense of £7,500.

7. Furnished holiday lettings
A rental business may qualify for relief as a furnished holiday
letting. There are numerous requirements to qualify. Broadly, a
furnished holiday letting must be:

* Furnished accommodation

° Available to let for at least 210 days in the tax year

* Let on multiple short term lets for at least 105 days in the
tax year

Furnished holiday lettings may qualify for business property
relief for inheritance tax purposes.

Furnished holiday lettings may also qualify for Business Asset
Disposable Relief (see capital gains section below).

During the Spring Budget, the Chancellor announced the
abolishment of the furnished holiday lettings relief from April
2025.
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CAPITAL GAINS TAX

Tax Year 2023/24 2024/25
Exemption — not available for taxpayers claiming the remittance basis of taxation £6,000 £3,000
Capital Gains Tax rate when qualifying for Business Asset Disposal Relief 10% 10%
Capital Gains Tax rate falling within the remaining basic rate band 10% 10%
Capital Gains Tax rate for residential property falling within the remaining basic rate band  18% 18%
Capital Gains Tax rate exceeding the basic rate band 20% 20%
Capital Gains Tax rate for residential property exceeding the basic rate band 28% 24%

Reporting funds

Offshore funds which have acquired reporting status are
considered reporting funds. The taxpayer will pay tax on the
distributed income from the fund as well as undistributed,
excess reportable income. Gain on the disposal of reporting
funds is charged at a taxpayer’s marginal capital gains tax rate
of up to 20%.

Non-Reporting funds

Offshore funds which have not acquired reporting status are
considered non-reporting funds. The taxpayer will pay tax on the
distributed income only. Gain on the disposal of a non-reporting
fund is taxed as if it were income at the taxpayer’'s marginal rate
of up to 45%.

Transfers between spouses
Transfers between spouses are generally not chargeable to

capital gains tax. The transferee does not receive a step up in
the basis. Therefore, when disposing of the asset, the transferee
will need to calculate the gain using the base cost from the
transferor’s original purchase.

On separation, spouses can continue to transfer assets without
capital gains consequences for a maximum of 3 years. If the
assets are subject of a formal divorce agreement, this time limit
is extended to an unlimited amount of time.

Investment bonds
Up to 5% of the invested capital can be withdrawn tax free
per year. Once all of the capital has been withdrawn, further
withdrawals are chargeable at the taxpayer's marginal income
tax rate of up to 45%.
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How can | reduce my capital gains tax rate?

1. Timings

Taxpayers may want to crystalise capital gains before 6
April 2024 to benefit from the higher CGT annual exemption.
For example, assets could be sold and then repurchased
(note that this is not effective for shares unless there is a
30-day gap between the sale and reacquisition).

Taxpayers considering selling residential property, who
also have no excess basic rate band and do not qualify for
Private Residence Relief (see below) may wish to consider
selling their property after 6 April 2024 in order to benefit
from the reduced tax rate of 24%.

Taxpayers may also want to crystalise losses prior to 6 April
2024. However, where a non-domiciled individual is about
to become deemed domiciled, crystallising losses now may
not be appropriate.

2. Business Asset Disposal Relief (BADR)

A lower CGT 10% rate applies on lifetime gains up to £1
million that qualify for BADR. Certain conditions need to be
satisfied for a minimum of 24 months. Several conditions
need to be satisfied.

We are also aware that HMRC are sending “nudge letters”
to taxpayers who are believed to have exceeded their BADR
relief.

3. Investors' relief

Shares in unquoted trading companies subscribed for on or
after 17 March 2016 and owned for a minimum of 3 years
may be eligible for a 10% CGT rate on gains up to the lifetime
limit of £10 million per individual. Various conditions must

be satisfied in order to qualify for the reduced tax rate.

4. Private Residence Relief (PRR)

Individuals who sell a property that has been their main
property throughout ownership (including the last 9 months
of ownership) are not subject to capital gains tax on any
gain realised on the sale. If a taxpayer owns two properties,
an election is required within two years to nominate the
property qualifying for Prive Residence Relief.

5. UK residential property disposals and
Non-Resident Capital Gains Tax

* Since 2019 non-residents have been liable to CGT on the
sale of both UK commercial and residential property.

* For both UK residents and non-residents, there is a need
to report the sales to HMRC and pay any CGT due within
60 days of the completion of the relevant disposal.

* All UK property transactions by non-residents need to
be reported, whereas UK residents may be able to claim
an exemption.

Any losses made up to the date of completion can be
claimed as an expense on the capital gains tax return.
Any losses generated after the date of completion may be
claimed on the income tax return for the tax year in which
the sale occurred.

Taxpayers who are in the process of selling their UK
residential property should notify their tax advisor at their
earliest convenience. The process to register a tax advisor
on HMRCs systems for capital gains tax is different to the
process for income tax and there are often complications
and delays. Should the taxpayer miss the deadline, interest
and penalties will be charged by HMRC.
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BASIS PERIOD REFORM

New legislation was introduced last year relating to the taxation

of sole traders and partners (unincorporated businesses).
2023/24 is currently the transitional year. The new basis will
apply from 6 April 2024.

Transitional basis (2023/24 tax year only)

Business profits assessed will be the year ended 31
December 2023, together with the net profits for the 3 months
to 31 March 2024 (after deducting overlap profits brought
forward). The period to 31 March 2024 is the “transitional
period”.

Overlap profits that were generated in the first taxable
business year can be used to offset profits generated in the
transitional year.

TAX-EFFICIENT INVESTMENTS

ISAs

The amount that individuals may invest into an individual
savings account (“ISA”) remains unchanged for 2023/24 at
£20,000. The income and gains arising within the ISA are
tax-free. It may therefore be beneficial to consider making a
payment to an ISA prior to 6 April 2024 to use up the £20,000
limit for the tax year.

From 6 April 2024, taxpayers will be able to invest in multiple
ISAs during the same tax year.

There are various other types of ISAs that individuals can

The tax payable on the profits for the transitional period can
be apportioned over a number of years, subject to certain
conditions being satisfied.

New Basis (2024/25 tax year and onwards)

For the year ended 5 April 2025, the basis of taxation moves
to the current year basis. This means the profits that are
earned during the tax year. Therefore 9 months of profits for
the year ended 31 December 2024 and 3 months to 31 March
2025

Where an unincorporated business has either a 31 March or
5 April year end, they are unaffected by the changes.

consider for investment purposes, including but not limited
to Junior ISAs and Lifetime ISAs.

During the 2024 Spring Budget, the Chancellor announced
a British ISA, allowing taxpayers to invest a further £5,000
within an ISA wrapper. This is in addition to the current ISA
investment limit of £20,000.

Whilst investment within an ISA is tax efficient from a UK
perspective, the investment is usually inefficient from a US
perspective.

Enterprise Investment Scheme (EIS) / Seed Enterprise Investment Scheme (SEIS)/ Venture Capital Trust (VCT)

Tax Year VCT EIS SEIS
Maximum investment per year £200,000 £1,000,000 £200,000
(an additional £1,000,000
can be invested into a
knowledge-intensive
business)
Income tax relief 30% 30% 50%
Time limit for income tax withdrawal 5 Years 3 Years 3 Years
Dividends received Tax free Fully taxable Fully taxable
Capital Gains Tax Gains are exempt. Gains after a 3-year holding  Gains after a 3-year holding
Capital losses are not perl?d are. exempt from per|.0d are. exempt from
allowable. capital gains tax. capital gains tax.
Capital losses are allowable Capital losses are allowable
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Premium bonds

Taxpayers can invest up to £50,000 in premium bonds. Premium bonds do not pay interest. A monthly prize draw takes place to

determine winners. Winnings from premium bonds are not taxable in the UK.

Tax claims

Generally, income tax claims must (subject to exceptions) be made within four years after the end of the tax year to which the claim
relates. Therefore, the deadline for claims with respect to the 2019/20 year will expire on 5 April 2024. Individuals may therefore wish
to review whether all appropriate claims for the 2018/19 year have been made. Taxpayers should consult their tax advisors if they

believe there are unutilised tax claims.

NON-DOMICILED INDIVIDUALS

The remittance basis is still available in 2023/24 for individuals
who are UK resident but non-domiciled. This is free to access
during the first seven years of UK residence. Afterwards a
remittance basis charge is necessary.

* The remittance basis charge is £30,000 where a taxpayer
has been resident in the UK for more than 7 out of the past
9 years.

* Thisincreases to £60,000 when UK resident for at least 12 of
the last 14 years.

* Non-domiciled individuals who have been resident in the UK
for 15 of the previous 20 years will be considered as deemed
domiciled in the UK. They are therefore no longer able to
claim the remittance basis or pay the remittance basis
charge.

* The remittance basis charge applies to each individual.
Married taxpayers may wish to transfer their offshore assets
to a single partner to allow the other partner to claim the
automatic remittance basis, therefore avoiding the charge
(see below).

The concept of domicile applies to children as well, as does the
remittance basis if any income is being received in the child’'s
name. The rules are more complex for children.

Foreign Losses

Normally UK resident but non-domiciled individuals are unable
to claim relief for foreign capital losses against their UK gains.
However, it is possible to make a non-revocable election to claim
the losses. The time limit for the election is within 4 tax years of
the first year in which the remittance basis was claimed. Those
who first claimed the remittance basis in 2019/20 have until 5
April 2024 to make the election.

There are a number of complexities and a set formula for how
foreign losses will be allocated.

Individuals considering moving to the UK

Individuals who are not currently UK residents but who are
contemplating moving to the UK should consider appropriate
planning before their arrival. Such planning should ideally
be undertaken during a full tax year of non-residence (e.g.
implemented by 5 April 2024 if the individual plans to become
resident in 2024/25).

This may include reviewing:

° Existing investments and investment structures;
* Structuring of bank accounts and the ability to ring fence
clean capital; and

* Domicile status.
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INHERITANCE TAX (IHT)

The nil-rate band remains at £325,000 for 2023/24. Inheritance
tax is only payable if chargeable lifetime transfers exceed the
inheritance tax nil-rate band. Any unused proportion of an
individual's nil-rate band can be transferred to a spouse on
death, so that the surviving spouse can benefit from a £650,000
nil-rate band.

The residence nil-rate band is available where the deceased’s
main residence is passed to a direct descendent upon death. The
amount of the residence nil rate band is the lower of £175,000 or
the value of the property and is set to remain at this level until 5
April 2028. The relief is tapered when estates exceed £2 million.

The annual exemption from inheritance tax remains at £3,000
per year. Taxpayers can make transfers of up to £3,000 without
facing any inheritance tax consequences. Any unused annual
exemption from the 2022/23 tax year can be carried forward and
utilised up to 5 April 2024.

UK-Domiciled Individuals

* UK-domiciled individuals (including returning individuals with
a UK domicile of origin) are subject to IHT on their worldwide
assets - this includes those individuals who are deemed
domiciled.

* Transfers to a UK-domiciled spouse are exempt from
inheritance tax.

Non-Domiciled Individuals

* Non-UK domiciled individuals are subject to IHT on their UK
situs assets only.

*  When transferring from a domiciled to a non-domiciled
spouse, the first £325,000 is exempt from inheritance tax.
Any transfers above this threshold will be chargeable to
inheritance tax.

* Transfers from a non-domiciled individual to another non-

domiciled individual may be exempt from inheritance tax.

Deemed Domiciled Individuals

*  Whilst deemed domicile rules for inheritance are broadly
aligned with the deemed domicile rules for income tax, there
are some differences.

* An individual is considered deemed domiciled in the UK if
they have been resident in the UK for 15 of the last 20 years,
are a formerly domiciled resident, or were domiciled in the
UK under general law at any point in the last 3 years.

* A non-domiciled individual can make an irrevocable election
to be domiciled in the UK for inheritance tax purposes. This
election has no impact for income tax and capital gains tax
purposes.

During the 2024 Spring Budget, the Chancellor announced
changes to the non-domiciled rules for income tax purposes.
There is also an intention to change the non-domiciled rules for
inheritance tax purposes to align with the income tax changes to
the rules. There will be no changes to the inheritance tax rules
before 6 April 2025.

Considerations

* Most lifetime gifts to individuals will not be taxable to
inheritance tax once the donor survives for 7 years after the
date of the gift.

* Gifts out of normal expenditure out of income are exempt
from inheritance tax. There is no monetary limit on this
exemption.

* Annual gift or small gift allowances or gifts in consideration
of marriage.

*  Where over 10% of the value of an individual's estate is
passed to a charity, the IHT rate on the estate is reduced to
36%.

* Non-domiciled individuals could consider making an election
to be treated as deemed domiciled if they are expecting to
receive a large transfer from their spouse.
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INCOME TAX RATES FOR TAXPAYERS RESIDING IN ENGLAND, WALES, OR NORTHERN IRELAND

Income tax personal allowances

Allowance 2023/24 2024/25
Income Tax Personal Allowance* £12,570 £12,570
Savings Allowance — for basic rate taxpayers* £1,000 £1,000
Savings Allowance — for higher rate taxpayers* £500 £500
Savings Allowance — for additional rate taxpayers* £0 £0
Dividend Allowance* £1,000 £500

* unavailable when claiming the remittance basis of taxation

Income tax rates

Band Taxable Income Threshold Tax Rate 2023/24 Tax Rate 2024/25
Savings income only — Starting Rate Up to £5,000 0% 0%

Personal Allowance Up to £12,570 0% 0%

Income - Basic Rate £12,571 - 37,700 20% 20%

Income - Higher Rate £37,701 - £125,140 40% 40%

Income - Additional Rate Above £125,140 45% 45%

Dividends - Ordinary Rate Up to £37,700 8.75% 8.75%

Dividends — Upper Rate £37,701 - £125,140 33.75% 33.75%

Dividends — Additional Rate Above £125,140 39.35% 39.35%

KEY UK SELF-ASSESSMENT TAX DATES AND DEADLINES FOR INDIVIDUALS:

Deadlines

Date Deadline

5 April 2024 End of 2023/24 UK tax year
Four-year time limit expires for certain claims/elections for the 2019/20 tax year

31 July 2024 Second payment on account becomes due for 2023/24

5 October 2024 Deadline to notify HMRC of chargeability to tax for individuals not issued a return (or a
notice to file a return) by HMRC and who have a tax liability for 2023/24

31 October 2024 Deadline for submitting 2023/24 paper return unless there is no facility available from
HMRC to file electronic tax return, in which case the deadline for a paper return is
extended to 31 January 2025

31 January 2025 Filing deadline for 2023/24 electronic returns
Payment deadline for 2023/24 tax and first payment on account for 2024/25
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Penalties

Date Penalty

30 April 2024 2022/23 electronic returns not filed by this date will be 3 months late. Daily penalties may
apply of £10 a day for up to 90 days.

31 July 2024 2022/23 electronic returns not filed by this date will now be six months late and a further
penalty may be charged of 5% of the tax due, or £300 if greater.

1 August 2024 The second automatic 5% late payment penalty applies to any outstanding 2022/23 tax.

31 October 2024 2022/23 paper returns not submitted by this date are now 12 months late and subject to

further penalty of 5% of the tax due, or £300 if greater.
31 January 2025 £100 penalty arises for 2024/25 individual returns not filed by this date, regardless of

whether tax is due;

Third automatic 5% late payment penalty applies to any outstanding 2022/23 tax.

28 February 2025 First automatic 5% late payment penalty applies to outstanding 2024/25 tax.

Disclaimer

This publication has been written in general terms and therefore cannot be relied on to cover specific
situations. Application of the principles set out will depend upon the particular circumstances involved
and we recommend that you obtain professional advice before acting or refraining from acting on any
of the contents of this publication. Andersen LLP would be pleased to advise readers on how to apply
the principles set out in this publication to their specific circumstances. Andersen LLP accepts no duty
of care or liability for any loss occasioned to any person acting or refraining from action as a result of
any material in this publication.

Andersen LLP is a limited liability partnership registered in England (registration number OC421079); registered office at 80 Coleman

Street, London EC2R 5BJ. Andersen LLP is the United Kingdom member firm of Andersen Global, a Swiss verein comprised of /
legally separate, independent member firms located throughout the world providing services under their own name or the brand A
“Andersen Tax” or “Andersen Tax & Legal,” or “Andersen Legal.” Andersen Global does not provide any services and has no NDERSEN ®

responsibility for any actions of the member firms, and the member firms have no responsibility for any actions of Andersen Global.



