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Make the most of
your reliefs and allowances

There are many different reliefs and allowances to take
advantage of throughout the tax year. As the year-end
approaches this guide offers some advice on the core
opportunities you should be thinking about. With tips affecting
income and investment, for couples, company directors and
employees, there will be something for everyone. We also have
some essential tips for those making their estate plans.

The advice included here forms the base of a good financial
plan for the year. If you would like further advice on any of the
topics, or to discuss how they affect your individual
circumstances please get in touch.
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Income tax saving
for couples

If you're in a couple, you might be able to save tax by switching income from one
spouse or partner to the other. From the start of the next tax year, you should
aim to use both individuals’ personal allowances (£11,850 in 2018/19 and £12,500 in
2019/20) and minimise any higher and additional rate tax.

Income over £150,000 is taxed at 45%, and the personal allowance is withdrawn
where income (less certain deductions) is more than £100,000. You and your
partner might be able to reorganise your financial affairs to avoid exceeding one
of these limits. However, there might be capital gains tax (CGT) to pay on
switching ownership of an investment if you are not married or in a civil
partnership.

Planning Point
A £1,000 tax-free allowance is available for income from property,

such as where a parking space is let out, so joint ownership could
result in a modest tax saving.

You can each receive £2,000 of dividends tax free in 2018/19 regardless of your
tax status. You might be able to reorganise your shareholdings between you to
make best use of this limit. You can also receive £1,000 of savings income tax
free if you are a basic rate taxpayer, and £500 if paying tax at the higher rate.

If you or your partner have little or no
earnings or pension income, you may
also be able to benefit from a 0% tax
rate on up to a further £5,000 of savings
income. Again, you might be able to
shift assets between you to make the
best use of these limits to minimise tax
on your savings income.




Child benefit

Child benefit is, in effect, withdrawn where either partner has income of £50,000
or more. Withdrawal is total if income is over £60,000, and partial for income
between £50,000 and £60,000. You may be able to keep some or all of your child
benefit by switching income between you and your partner, or by taking other
steps to bring your income below one of these limits.

Partner's salary

If you are in business, you could pay an otherwise non-earning partner a salary,
on which you will get tax relief. You normally have to keep PAYE records even if the
salary is below the national insurance contributions (NICs) limit, which is £503 a
month in 2018/19. If, however, the salary is between £504 and £702 a month, your
partner will avoid paying any NICs, but will still qualify for state benefits.

As well as salary, you can pay an employer's contribution to your partner's
personal pension plan. There are no taxes or NICs on the payment itself, and it
should be an allowable business expense. Be warned that the total value of your
partner's salary, benefits and pension contributions must be justifiable in relation
to the work performed.

Alternatively, you could plan ahead to share the profits of your business by
operating as a partnership in 2019/20. You both need to be genuinely involved as
business partners, though not necessarily equally.

Planning point
If you operate as a business
partnership, remember that
you will share the financial risks

and legal responsibilities of the
business. Take advice on
protecting yourselves and your
personal assets.
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Directors and
employees

With the exception of dividends, income over £150,000 is taxed at 45%. You
might be able to avoid this additional rate by delaying a bonus until 2019/20 if
your income will fall below £150,000 in that year. If your income is less than
£150,000 this year but is expected to exceed that figure next year, you could
bring forward income into 2018/19 to avoid the additional rate next year.

You can use a similar strategy to keep your income below the level at which you
would lose your personal allowance. Alternatively, you could sacrifice salary to

bring your income below any of the thresholds in exchange for a tax-free
employer’'s pension contribution.

If you are going to work abroad for more
than a year, it may help to leave the UK
before 6 April 2019. You need to be away
for a whole tax year for the income from
working abroad to be free of UK tax. You
will also have to meet the requirements of
the statutory residence test, so you should
take advice on your situation.
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If your business is affected by the personal

service company rules (IR35), it s

important to calculate how much salary to |
draw before 6 April 2019 to avoid being

taxed on a 'deemed payment'. If you hold

share options, you should look at the tax

as well as the investment issues in

deciding when to exercise them.




Dividends

You should consider paying a dividend before 6 April 2019 if you operate your
business as a limited company. This will be particularly beneficial if you have not
already made full use of the £2,000 tax-free amount this year. Bringing forward a
dividend could also be beneficial if the income will fall into the basic rate band
this year, or if you expect to pay tax at the higher or additional rate next year but
only at the higher rate this year.

You could even give shares to your spouse or civil partner shortly before paying a
dividend, provided you genuinely transfer ownership. It is advisable to leave as
much time as possible between the gift and the subsequent dividend payment.

Planning point
Given the way in which dividends are taxed and the

reduction in the corporation tax rate to 17% in April
2020, you need to carefully consider your overall tax
position if thinking of incorporating your business.

Self-employed people
You might be able to affect the timing of your taxable profits to avoid paying tax
at 45% if you are self-employed, but this will depend on your accounting date.

Between 1 January 2019 and 31 December 2021, you, or your company, can get
immediate tax relief on the first £1 million spent each year on most types of
equipment and also many fixtures forming part of a building. The limit will be
lower for periods that straddle either of these dates. Whether such expenditure is
made before or after your accounting date may affect the tax rate on your
profits. The same goes for the disposal of cars and other equipment.

primeaccountants.co.uk 07
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Capital gains tax
planning

By planning, you can minimise your capital gains bill. Everyone has an annual
capital gains tax (CGT) exempt amount, which in 2018/19 makes the first £11,700
of gains free of tax (£12,000 in 2019/20). Most gains above the exempt amount
are taxed at 10% where taxable gains and income are less than the basic rate
limit of £34,500 in 2018/19 and £37,500 in 2019/20. The rate is 20% on gains that
exceed this limit. Residential property gains are taxed at 18% and 28%.

You should generally aim to use your annual exempt amount by making
disposals before 6 April 2019. If you have already made gains of more than
£11,700 in this tax year, you might be able to dispose of investments standing at
a loss to create a tax loss that can be set against the gains.

If your disposals so far this tax year have resulted in a net loss, the decision of
whether to dispose of investments to realise gains before 6 April 2019 will depend
on the amounts involved. Depending on your level of income, timing your
disposals either before or after the end of the tax year could result in more of
your gains being taxed at 10% rather than at 20% (or 18% instead of 28%).

You might be able to save CGT by transferring assets between married couples
or civil partners before their disposal. This could save tax where one partner has
an unused annual exempt amount, has not fully used their basic rate tax band
or has capital losses available. You should generally leave as much time as
possible between the transfer.
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CGT is payable on 31 January after the end of the tax year in which you make
the disposal. You could therefore delay a major sale until after 5 April 2019 to
give yourself an extra 12 months before you have to pay the tax. However, if you
have assets that qualify for entrepreneurs' relief, bear in mind that relief will be
only available for disposals after 5 April 2019 if you have satisfied the qualifying
conditions for 24 months instead of the current 12.

Shares or assets you own might have become virtually worthless. If so, you can
claim the loss against your capital gains without actually disposing of the asset
by making a negligible value claim.

You can backdate the loss relief to either of the two tax years before the one in
which you make the claim, provided that in the earlier year you owned the asset
and it was already of negligible value. 5 April 2019 is the time limit for backdating
a claim to 2016/17.

Planning point
Timing your disposals is particularly important if disposals

in this tax year have resulted in a net loss. Depending on
your income, making a disposal either side of the tax year
change could save or cost you tax.

primeaccountants.co.uk 09



Planning point
If you plan to draw from
@ your pensions and have funds

just over the current £1.03

million lifetime limit, you might

Pension tax \GEEEEEE
planning

Investing in a pension plan is usually worthwhile because of the tax privileges.
Pension funds are broadly free of UK tax on their capital gains and investment
income. When you take the benefits, up to a quarter of the fund is normally tax
free, but the pension income will be taxable.

Most people aged 55 and over can draw their pension savings flexibly.
Withdrawals above the tax-free amount are liable to income tax at your
marginal rate. You should take advice before accessing pension savings as
there are several options and they will generally have a long-term effect on your
financial position.

Lifetime allowance

The maximum you can hold in a tax-favoured pension scheme without triggering
an extra tax charge is £1.03 million in 2018/19 (£1.055 million in 2019/20).

Contributions

There is an annual limit of £40,000 on pension contributions that qualify for tax
relief, although this limit is tapered down to a minimum of £10,000 if your income
exceeds £150,000. You can, however, carry forward unused annual allowances
for up to three years to offset against a contribution of more than the annual
limit. For people already drawing a flexible income from a pension, the annual
allowance is £4,000.

* You can pay up to the whole of your earnings into a pension scheme,
but the tax relief is capped by the annual allowance plus any unused
allowances brought forward.

* You don't need earnings to contribute up to £3,600 to a personal
pension, so you could set up a pension for your partner or children. This
would mean that even if they do not pay any tax they can still benefit
from 20% tax relief.

* Tax relief on pension contributions is at least 20%, and higher or
additional rate taxpayer will get tax relief at 40% or 45%. Limiting your
contributions to amounts that qualify for at least 40% tax relief will give
you the most benefit.

+ Effective relief can be as high as 60% where the personal allowance is
being withdrawn, and can be even higher if tax credits are being
withdrawn. Pension payments also attract higher rates of relief if, for
example, they stop you losing your child benefit or result in some of your
dividends no longer being subject to higher rate tax.

primeaccountants.co.uk
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Tax-efficient
investments

Some investments have income tax and CGT advantages.

Individual savings accounts

You can invest in one cash individual saving account (ISA), one stocks and shares
ISA and one innovative finance ISA in each tax year. If you are aged 18 to 39, you
can also invest up to £4,000 in a lifetime ISA. However, the maximum investment
limit of £20,000 (for 2018/19) applies across all four types of ISA. This limit will stay
the same for 2019/20. You can invest the £20,000 in one type of account or split
it between one or more of the four. ISAs are free of UK tax on investment income
and capital gains, and there is a wide choice of investments, including peer-to-
peer lending in the innovative finance ISA.

The government contributes a 25% bonus to investments of up to £4,000 a year
in a lifetime ISA. You can use these savings to help buy a first home or keep the
funds for retirement. For some individuals, a lifetime ISA will be a more attractive
dpproach to retirement saving than a traditional pension, or you can of course
opt for both forms of pension saving.

Remember that 16- and 17-year olds can open a cash ISA, but the rules
effectively prevent you from opening an ISA for your own children. Parents and
others can contribute to a junior ISA for children up to 18 who do not have a child
trust fund. The contribution limit is £4,260 in 2018/19 (increasing to £4,368 in
2019/20). Funds are locked in until the child is 18.

Enterprise investment scheme

The enterprise investment scheme (EIS) gives tax relief for investing in new shares
in relatively small qualifying trading companies that are not listed on any stock
exchange.

« Income tax relief is given at 30% on up to £1 million invested in 2018/19
plus a further £1 million invested in knowledge-intensive companies.

* Gains on those shares escape CGT after three years.

* Itis possible to defer CGT on a gain of any size, on the disposal of any
asset, by reinvesting the gain in shares that qualify under the EIS. An EIS
investment can be used to defer gains made up to three years earlier.

primeaccountants.co.uk 1



Seed enterprise investment scheme

Through the seed enterprise investment scheme (SEIS), individuals can get 50%
income tax relief on investments of up to £100,000 a year in start-up companies.
In addition, potentially half the investment can be matched with gains arising on
the disposal of assets in 2018/19, giving total tax relief of up to 50%-60% income
tax relief plus 10% CGT relief (half of the normal higher CGT rate of 20%).
However, CGT relief will be 14% where a residential property gain is involved,
increasing the potential total relief to 64%. To the extent that you did not use up
your £100,000 limit in 2017/18, an investment made during 2018/19 can be carried
back and relieved as if you had made it in the previous year.

Venture capital trusts

You can obtain income tax relief of 30% by subscribing up to £200,000 for
shares in venture capital trusts (VCTs) in 2018/19. Gains are generally exempt
from CGT. VCTs are investment trusts that invest in a range of relatively small
trading companies. It is important to remember that EIS/SEIS shares and VCTs
are high-risk investments. They may be difficult to sell and you should take
specialist advice.

Planning point
Some other assets, such as classic cars
and fine wines, are exempt from CGT,
though perhaps more suitable for
adventurous investors.
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Inheritance tax
planning

Inheritance tax (IHT) is payable if a person’s assets at death, plus gifts made in
the seven years before death, add up to more than the nil rate band, currently
(and until 2020/21) £325,000.

An additional nil rate band of £125,000 in 2018/19 (increasing to £150,000 in
2019/20) is available where a residence is left to direct descendants. It is also
available where a person downsizes or sells their home and leaves equivalent
assets to direct descendants. However, there is a tapered withdrawal of the
additional nil rate band for estates worth more than £2 million.

When a surviving spouse or civil partner dies, their estate will benefit from any
unused IHT nil rate band of their previously deceased spouse or partner. The
transferred proportion is uplifted to the same fraction of the nil rate band in
force at the date of the second death. The maximum transfer is £325,000. Any
unused additional nil rate band can similarly be transferred, up to a limit of 100%
of the maximum available amount at the time of second death.

Most IHT planning is not related to the tax year end, though this is as good a
time as any to review your will. There are a number of reliefs and exemptions,
some of which are related to the tax year.

+ Gifts totalling up to £3,000 in a tax year are exempt from IHT. If you made
no gifts to use this exemption in 2017/18, you can make IHT-free gifts of
up to £6,000 before 6 April 2019. If you have already used your exemption
for 2018/19, you could delay your next gift until after 5 April 2019 to take
advantage of the 2019/20 exemption.

* Regular gifts out of excess income can also be exempt. You need careful
documentation to prove that you make the gifts from income rather than

capital.
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Charitable
giving

You can get tax relief for any gifts to charity if you make a gift aid declaration.

You make the gift out of your taxed income and the charity benefits by claiming
back basic rate tax on the value of the gift. Higher and additional rate
taxpayers can claim an extra 20% or 25% in relief.

You can elect for donations made in 2018/19 to be treated for tax purposes as if
you had made them in 2017/18. This will benefit you if you paid tax at a higher
rate in 2017/18 than in 2018/19. The election must be made in writing at the same
time as, or before, filing your 2017/18 tax return and this must not be later than 31
January 2019.

You can obtain both income tax and CGT relief on gifts to charities of shares
listed on the stock market and certain other investments.

Gifts to charity are free of IHT, so rememlbering a charity in your will can reduce

the total amount of IHT that will be paid on your estate. If 10% of your net estate
is left to charity, then the rate of IHT payable will be reduced from 40% to 36%.

primeaccountants.co.uk
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Your tax planning
checklist

Use our checklist below to ensure you are fully prepared and have planned
ahead ready for the tax year.

Tick Below

[
[
[
[
[
[
[
[

If you are aged over 55, have you taken advice about the options for
drawing your pension savings?

Have you considered the timing of dividends and bonuses to minimise
tax rates?

Have you used this year's ISA allowance and made any other tax-
efficient investments in EISs, SEISs and VCTs before 6 April 20197

Could you exempt half of this year's or last year's capital gains by
reinvesting the gains in a SEIS?

Have you used your annual CGT exempt amount by making any
available disposals before 6 April 20197

Could you transfer income to your partner to minimise higher and
additional rate taxation next year, to maximise the tax-free savings and
dividend income limits, or to avoid losing child benefit?

Are you investing enough in your pension (or possibly a lifetime ISA) if you
wish to, or have to, retire earlier than state pension age, which is likely to

keep going up?

Have you made gifts to use your annual IHT allowances?
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How we can help

Prime clients are in a unique position to receive truly holistic independent
financial advice via Prime Wealth Planning, Prime Wealth Strategies and Prime
Chartered Accountants.

One of the unique aspects of Prime is the expertise that we are able to draw on
from within the practice. We have a depth of knowledge in Financial Planning,
Wealth Management, Tax, and Accountancy services. This ensures that our
clients receive a joint up approach to a broad range of issues saving them time,
money and hassle in not having to run between various professional advisers.
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WEALTH STRATEGIES
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CHARTERED ACCOUNTANTS

We can provide advice on a broad variety of issues, such as;

- Investment advice — to individuals, companies and trusts

+ Pensions and retirement planning in general

- Life Insurance
- Family protection
- Income protection Tax efficient life cover for company owners
- Shareholder protection

+ Inheritance tax planning

+ Wills and trusts

+ Asset protection.

If you would like assistance with your tax planning, contact us today.

Birmingham Office Coventry Office Solihull Office

No. 3 Caroline Court 5 Argosy Court, Scimitar Way Corner Oak

13 Caroline Street Whitley Business Park 1Homer Road
Birmingham B3 1TR Coventry CV3 4GA Solihull B?13QG

T: 0121233 2992 T: 024 76518555 T: 0121711 2468
info@primeaccountants.co.uk www.primeaccountants.co.uk @PrimeCharAccnts
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Our people, your team

The Prime directors have a vast experience of assisting clients with
tax advice, accounting support, cash flow forecasting and providing

business support.

Directors

Adrian Pym

M: 07734 985940

E: adpym@primeforensic.co.uk
Specialist area: Forensic Accounting,
Company Valuations

John Osborne

M: 07811166267

E: jaosborne@primeaccountants.co.uk
Specialist area: Start up business, Virtual
Accounts Office (VAO)

Nicola Davies

M: 07827 947218

E: njdavies@primeaccountants.co.uk
Specialist area: Business Advice,
Audit, Pension Accounts

Consultants

Laurence Moore

M: 07966 413437

E: [Ipmoore@primeaccountants.co.uk
Specialist area: Technology, systems
& Cloud software, Virtual Accounts
Office (VAO)

primeaccountants.co.uk

Glen Callow

M: 07900 241925

E: gjcallow@primewealth.co.uk
Specialist area: Independent financial
advice

Kevin Johns

M: 07973 101267

E: khjohns@primeaccountants.co.uk
Specialist area: Business Advice, Audit

Peter Hewston

M: 07866 587078

E: pkhewston@primeaccountants.co.uk
Specialist area: Business Advice, Audit

Jamie Skelding

M: 07908 681653

E: jbskelding@primeaccountants.co.uk
Specialist area: Payroll,

Business Advice

Michael Jellicoe

M: 07725 277198

E: mjjellicoe@primeaccountants.co.uk
Specialist area: Not-for-profit
sector, Tax

Steve Harcourt
M: 07943 874130

E: srharcourt@primeaccountants.co.uk

Specialist area: Small businesses
and contractors

Stephen Rochester

M: 07860 349993

E: sgrochester@primeaccountants.co.uk
Specialist area: Business advice

Suresh Pabari

M: 07831400921

E: spabari@primeaccountants.co.uk
Specialist area: Pharmacist
accounts

Jeremy Kitson

M: 07943 881647

E: jokitson@primeaccountants.co.uk
Specialist area: Audit, not-for-profit
sector

Morgan Davies

M: 07808 919319

E: mndavies@primeaccountants.co.uk
Specialist area: Audit, Accounts
Software



We are committed to
developing long term
relationships with our
clients and providing a

service above and
beyond a level that
only fulfils your statutory
requirements”.
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Listen

4+ Advise

Prosper

We are always available to simplify the complex, cut through the
jargon and provide accurate, honest advice to help our clients

prosper over the long term.

For businesses and individuals that require accountancy and wealth
management services, Prime Accountants Group provide straight talking, jargon
free, pragmatic advice. Unlike traditional accountants, Prime are approachable,
available and efficient. With a broad depth of expertise, Prime simplify complex
requirements to help clients focus on growing their business and wealth over the

long term.

Our Values:

Do the Right Thing.

We work with honesty and integrity as
we care about the people and
businesses we work with.

Simplify the Complex.
We believe in providing straight
talking, jargon free, sound advice.

Provide a Personal Service.

We take the time to understand a
clients individual requirements and
are flexible in our approach to
meeting their needs.

Keep the Passion.

We take pride in making a tangible
difference to help our clients prosper
over the long term.

primeaccountants.co.uk

Build Relationships.

We believe in treating our colleagues,
clients and partners how we would
like to be treated.

Always be Approachable.
We are professional, friendly and
always available to help.

Embrace Change.

We are forward thinking and
embrace new technology that
benefits our clients.

Be an Ambassador for Prime.
Represent the firm positively and
create a great first and lasting
impression with colleagues, clients
and contacts.



Birmingham Office

No. 3 Caroline Court

13 Caroline Street

Birmingham, B3 1TR

T: 0121 233 2992 F: 0121 233 2943
info@primeaccountants.co.uk

Coventry Office

5 Argosy Court, Scimitar Way
Whitley Business Park

Coventry CV3 4GA

T: 024 76518555 F: 024 76518556
www.primeaccountants.co.uk

Advice
== Jargon

Solihull B?13QG
T: 012171 2468 F: 0121 7111701 r U S

Twitter: @PrimeCharAccnts

Solihull Office
Corner Oak




