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Company tax rates are
changing

To support business and to make the UK more
competitive:

Main rate reduces to 24% over 4 years
Small profits rate 20% from April 2011

And further reform to come
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Tax relief for capital
expenditure

From 1 April 2012

AlA reduced to £25k
WDA on main pool 18%
WDA on special pool 8%

Window of opportunity?
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Business Structure

Choice between company and partnership / LLP?

Big differential in rates of tax on profits
Consider incorporating

Or bringing in a corporate partner

Tax on reinvested profits at corporate rates

Smooth income between years
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Planning for the future

Business structures are dynamic
Plans change, so does tax
Plan ahead for transactions

Keep an exit strategy in mind
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Rewarding workers/profit
extraction GREASEYS

Salary / bonus increasingly costly
Dividends

Pensions / Benefits

EFRBS

Share schemes

Watch for new attack on tax avoidance
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CGT — beating the increase? GEASEXD

28% standard rate
10% business assets ( £5m lifetime limit )
(18% rate — lower rate taxpayers)
Trusts / estates / non doms — 28%
But no adverse changes to ;
- residence “flipping”

- deferral / reliefs
- annual exemptions



CGT - Planning possibilities R EASEYS

Ensure entrepreneurs relief (10%) applies
Main residence / letting relief

Enterprise Investment Scheme

Using trusts as ‘conduit’

Deploying whole family’s exemptions and 18% bands



CGT - Planning example

Bob is a married wealthy individual and is contemplating the
following:

Selling 2" home for gain of £100,000
Investing £20,000 in brother’s trading company

Gifting some quoted shares standing at a gain of £150,000 to his
son Jim (19)

Managing the sale of Widgets Ltd in next 2 years, a
manufacturing company for £7m.

He owns all the shares. Surplus profits have been invested in
residential property. Possible earn out.
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CGT - Planning — getting

10% rate

Shares in Coats Ltd are held as follows. The company

may be sold for £5m gain

Bill (retired)

Mick (director)

Belinda (Mick’s wife)

Ann (employee)
Discretionary trust for Ann
Wendy (lives in France)

Who gets 10% rate?

35

10
30
17
100
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Tax effective investment W CREASEYS

. Use of companies?

. Invest for capital growth?

. Offshore investment bonds

. EIS/VCT’s

. Pension regime — relaxation from April 2011 ?

. ISA’s



Non residents / non-doms W CREASEYS

New complex regime from April 2008

Non Doms:
. massive planning opportunities still available but

. government review to “ensure that non dom
individuals make a fair contribution . . . in return for
greater stability for those bringing skills and
investment to the UK”

No statutory definition of tax residence . . . yet



Non-residents - uncertainty BGREASEXS

*Dean leaves UK in March 2010 to work in
Dubai for 2 years.

*His wife stays behind in the UK to look after
their children.

*Dean returns to the UK for 35 days holiday
each year (including 10 work days) and retains
golf club membership!

*While away, he encashs an endowment
policy at a large gain.

Is he liable to UK tax or has he achieved non
resident status?



HOLIDAY LETS ... U TURN
AND TWISTS ! BEREASEYS

EEA holiday let — deemed business for income tax /
CGT

Labour’s abolition at 6/4/2010 cancelled!

Holiday let regime to be tightened up
from 6 April 2011
. - Accelerate expenditure / disposals /
Planning rollover claims
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SHARON CRUSH



VAT MW CREASEYS
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From 4 January 2011 Standard rate VAT increases from
17.5 % to 20 %

Reduced Rate remains unchanged at 5 %
Zero Rates to be retained for life of this parliament

Anti — forestalling provisions applied from 22 June 2010



Change of rate —

NORMAL ACCOUNTING
Before Midnight After
4/1/2010 4/1/2011 3/1/2010

Goods / Services provided —

Goods / Serv

Invoice issued
=17.5% or 20 %
ces provided
or 20%

17.5%
Fair Apy

Deposit paid
17.5 % or 20 %

———

20 %
portionment

Deposit paid = 20 %
Balance paid = 20 %

VAT invoice issued / prepayment
AF not apply 17.5 %
AF applies 17.5%

Goods / Services provided

+ 2.5 % charge
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Change of rate — special
areas M CREASEYS
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. Special Schemes
Flat rate / Cash or Annual / Retail / TOMS etc

. Types of Business

Auctioneers / Barristers or Solicitors / Construction
Services etc

. Types of Transactions

Coin operated machines / Royalties / Ticket Sales /
HP etc



Forestalling GREASEYS

. VAT invoice issued or payment received by supplier
J Before the VAT rate increases

. Where goods are not due to be delivered or services
to be performed

o Until on or after the date VAT increases to 20%



Anti-forestalling

Introduces a supplementary charge of 2.5%

Conditions: -

Customer cannot recover all of the VAT; and
The supplier or customer are connected parties; or
The value of the supply exceeds £100,000; or

The supplier or someone connected funds a
prepayment; or

An advanced invoice is issued where payment is not
due in full within 6 months

The supplementary charge is due on 4 January 2011
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Anti-forestalling
EXAMPLE — NOT CAUGHT

W CREASEYS
30/1 1/2010 ) CHARTERED ACCOUNTANTS
Unconnected . ) Private
, Issues invoice
Kitchen —>| Customer
Fitter
£35,000 /
at 17.5 % VAT for work
Feb to March 2011 *
Pays invoice by due date Bank
25 March 2011 Loan

- Customer cannot recover VAT

- Not connected

- Value below £100k (* Funds works)
- No connected funding

- Payment due within 6 months



Anti-forestalling

Example - caught

Subsidiary
Service
Co

30/9/2010
Invoice for services

Jan to March 2011
£60,000 + VAT at 17.5%

Invoice due for payment

Parent
Exempt
Insurance Co

31/10/2010

Customer cannot recover VAT
Connected = not ok

Value below £100k = ok
Connected funding = not ok

Payment due not exceeding 6 months = ok

2.5% surcharge due 4/1/11
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Conclusion B CREASEYS

. Not simple — many different scenarios
. Be prepared — guidance and instructions internally

. Requests for advanced invoices / pre payments —
remember anti — forestalling rules may apply

. Work through conditions one step at a time

o Seek advice



