GETTING PERSONAL

Welcome to the latest edition
of Journal Entry. Our theme of this
edition is 'Getting Personal'.

Since 2020, we've been on a challenge
rollercoaster. Just when we think the

worst dip is over, another twist comes
thundering round the corner. It has been

a white-knuckle ride for many business
owners, with energy price increases proving
to be the greatest threat for some so far.

With so many external factors impacting our
businesses that we have little influence over,
concentrating on what we can control on a
personal level can be a positive process. In this
edition we are focusing on individual control,
being organised and making plans in all areas
of our personal and business financial life.

Auto-renew or not?

When was the last time you really looked at
your spending, in particular memberships and
subscriptions? When you are busy these can
be overlooked and the auto-renew kicks in.
Memberships and subscriptions in isolation
might not have a large cost but combined
could represent a meaningful sum. Are you

really making the most of them? Have your
needs changed and a different level or
package would be more suitable? What could
you do without, and not miss that much? This
could be a useful exercise for personal and
family items that then opens a wider review
into your business-related expenditure.

A bit on the side

The term ‘side hustle’ has become more
widespread in recent years. And with the digital
revolution, starting a micro business is a much
more viable option, with social media for
marketing and apps like Etsy for managing
sales. Turning your hobby or passion into

a money spinner could bring a real sense

of satisfaction and build transferrable skills

to use in the day job. Just ensure that any
income generated is considered in your
overall tax liability.

You could commit some time to mentoring or
volunteering so that others within your local
community can benefit from your knowledge,
skills and experience. This can be very
rewarding, especially meeting new people and
knowing that you are making a difference.

The Power of Planning

So many areas of business planning can be
applied to personal planning when it comes to
managing finances. Budgeting, thinking about
certain scenarios (like children going to
university) and factoring in some contingency
funds for emergencies will help you feel better
prepared. You can check out our article on pre
year-end tax planning to ensure you have
taken advantage of any allowances available.
There are also articles on bonds and credit files
that may be of interest, along with tax,
outsourcing and employer updates.

We hope you find
this edition useful.
If you need advice
on any area covered

in this newsletter,
please get in touch
with me at acroxford@
thomsoncooper.com
or by contacting the
partner or advisor
who normally
looks after

your affairs.

ANDREW CROXFORD
Senior Partner

Steven Sim promoted to Associate

We are delighted to announce the promotion
of Steven Sim to our senior leadership team

as an Associate.

Steven qualified as a Chartered Accountant in 2013,
followed by 7 years working in practice before joining

of supporting and developing our range of business
services as well as expanding on my client-facing duties.”

Outside of work, Steven enjoys spending time out on

the golf course and playing football.

Senior Partner Andrew Croxford said: “I am delighted

the firm in 2020. Steven, originally from Dundee,
specialises in delivering accountancy and taxation
expertise to small and medium-sized businesses,
helping them meet their regulatory requirements, and
adding value to assist in their growth plans. He is based
in our Edinburgh office.

Steven commented: “We have a great team at
Thomson Cooper. | look forward to the challenge

to announce Steven's promotion. Steven has proven to
be a considerable addition to our team and has built
strong relationships with clients during his time at the
firm. Delivering career development for our team has
always been a priority at Thomson Cooper. We believe
that Steven will make a significant contribution to the
growth of the firm, becoming an integral part of the
Thomson Cooper team as we continue to develop our
client base in Edinburgh.”

STEVEN SIM
Associate

www.thomsoncooper.com
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PRE YEAR-END
TAX PLANNING

With another tax year-end approaching,
and the dawn of a new one, are you and
your family taking advantage of available
tax planning opportunities?

We outline below some areas of basic
planning which can be reviewed before the
end of the tax year to check you are
maximising available allowances and reliefs.

Income Tax

The overall income tax burden across a
family can be reduced by ensuring
allowances and lower rate bands are fully
utilised. Spouses can, where it is possible,
take steps to split their income (e.qg. by
transferring income-producing assets) to
make more efficient use of their allowances
or basic rate band, or to mitigate the High
Income Child Benefit Charge.

Where a spouse does not fully utilise their
personal allowance, it may be possible

to transfer 10% of it to the other spouse.
The income composition of each should be
considered to check that a tax saving is
possible this way.

In Scotland, from April 2023, the higher and
top rates of tax are increased to 42% and
47% respectively. Furthermore, the threshold
at which the 47% rate kicks in is reduced

to £125,140 from April 2023. For those with
incomes between £100,000 to £125,140 there
would be an effective 63% marginal rate

of tax owing to the tapering of personal
allowance entitlement within this band.
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Individuals may therefore wish to accelerate
income or delay reliefs where beneficial.

Capital Gains Tax

Utilising the annual allowance is the
cornerstone of planning at this time of year
and an opportunity to take investment profits
tax free. The annual exempt amount (i.e. the
amount of gains able to be realised without a
tax liability arising) is £12,300 for the current
tax year and reduces to £6,000 in 2023/24
then £3,000 in 2024/25. If the allowance is
unused it is lost i.e. it does not roll forward.

Spouses jointly selling a residential rental
property can therefore potentially save over
£3.5k by accelerating a sale pre-5 April 2023.

If one spouse does not have any assets
pregnant with gain in their own name, then
a transfer from the other partner may be
made without incurring a tax charge.

Whilst utilising the allowance is good
planning there may be no inclination to be
out of the market. Tax rules prevent a gain
being realised where the same investment
is bought back immediately, although an
individual can utilise either their spouse,
SIPP or ISA to stay in the market.

Savings

The ISA allowance for 2022/23 is £20,000
and does not rollover from one year to the
next if unused.

Inheritance Tax

The annual Inheritance Tax gift exemption

of £3,000 should be used before the year-end
if you are considering making gifts to family
or friends. You may also utilise any unused
element of the 2021/22 exemption, which will
be lost if not used by 5 April 2023.

In addition, it is always worthwhile ensuring
your will is up-to-date and reflects your wishes.
Also reviewing whether gifts from income or
gifts of surplus assets would be appropriate
and/or whether your investment portfolio
could have more IHT friendly products.

Pension Contributions

There is likely to be significant merit in
utilising annual pension allowances,
particularly for higher earners. The maximum
contribution that may be made for 2022/23
without incurring an income tax charge is
£40,000, although this may be restricted
depending on your overall level of income.

You may be able to make additional
contributions if you have not used your
allowances for the previous three tax years.
Contributions must be made before 5 April
2023 if tax relief is to be claimed in 2022/23.

Please get in touch if you would like to
discuss any of the above or any other
tax-planning queries you may have.
Contact Senior Tax Manager Keith Hunter
at khunter@thomsoncooper.com



Spring 2023

What happened to Bonds

in 2022 and why is this important
to the average private investor?
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NATIONAL MINIMUM WAGE
CHANGES FROM APRIL 2023

The National Living Wage and the National Minimum Wage
rates will increase from 1 April 2023 as follows:

+ For those aged 23 and over (National Living Wage):
from £9.50 to £10.42 an hour (note this used to apply
to only those aged 25 and over)

For 21 and 22 years olds the rate increases from £9.18
to £10.18 an hour

18 to 20 year-olds: from £6.83 to £7.49 an hour

16 and 17 year-olds and apprentice rate: from £4.81
to £5.28 an hour

The accommodation offset (i.e. the maximum amount

an employer who pays NMW and who provides live-in
accommodation to staff is allowed to deduct from daily pay)
increases from £8.70 to £9.10 per day.

Please note the rates apply to each and every pay period. For
example, if a worker is weekly paid, they must receive at least

the minimum wage for the hours worked in a week, if they are
monthly paid, it must apply on average to the hours worked in that
month. It is not permissible for higher earnings in one pay period
to balance out earnings below the minimum wage in the next.

Please get in touch with Partner Elaine Cromwell at
ecromwell@thomsoncooper.com if you have any queries.

www.thomsoncooper.com
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CORPORATION TAX

The main rate of corporation tax will
increase from 19% to 25% with
effect from 1 April 2023.

This increase in the main rate of
corporation tax will affect companies
with annual profits in excess of £50,000.
For small companies with profits of less
than £50,000 they will continue to pay
corporation tax at 19%. For companies
with profits between £50,000 and
£250,000 they will be paying a marginal
rate of 26.5%. Companies with profits

in excess of £250,000 will pay 25%.

For companies with an accounting period
of less than 12 months these bands will be
reduced on a time basis. If the company

is part of a group or has associated
companies these bands will be divided by
the number of companies that make up that
group or are associated. For example, if
there are 10 companies that are associated,
the £250,000 will reduce to £25,000

so that when the profits exceed £25,000

in each company, they will be paying
corporation tax at 25%.

With the change in rate of corporation tax,
brings back the associated company rules.
So, from 1 April 2023 companies will need
to consider whether they are associated
with another company. These rules can be
complex but they will be associated if:-

+ One of the two companies has control
of the other.
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Both companies are under the control
of the same person or persons.

Control may be defined as holding the
greater part of the share capital, holding the
greater part of the voting power or being
entitled to the greater part of the assets on
a winding up. Also, an associated company
can be located anywhere in the world.

With this in mind, from April 2023 companies
that were not previously associated for tax
purposes, may now be associated.

This may therefore be the time for
companies to review their group structure
and assess whether they are associated
with any other companies. It may be time to
amalgamate some companies to reduce the
number of companies in the group.

If your company's profits fall within the
marginal rate of £50,000 to £250,000

it might well be worth considering if the
company can invest in plant & machinery
to bring its profits below £50,000 or could
the company make employer pension
contributions to reduce profits?

There are a number of planning
opportunities to consider with the 1 April
2023 looming.

Please get in touch and we can advise
you on any options available to you.

Contact Corporate Tax Manager Fiona
Mitchell at fmitchell@thomsoncooper.com

Get your books and
records in shape

nation will be




CREDIT
FILE

FAQS

Will a Debt Arrangement Scheme (DAS),
Trust Deed and Sequestration (bankruptcy)
affect my credit rating?

Yes. A DAS is recorded on the DAS register
and a Trust Deed/Bankruptcy is recorded on
the Register of Insolvencies; both are public
registers open to anyone free of charge. If you
participate in any of the above debt solutions,
then your details will be recorded on the
relevant register. Creditors and credit
reference agencies check these registers on a
regular basis and will likely update your credit
file to reflect the information included therein.

Who are the main credit reference agencies?
There are 3 main credit reference agencies

in the UK:

+ TransUnion

+ Equifax

+ Experian

What does a credit reference agency do?

Credit reference agencies collect and record
information about your borrowing and financial
behaviour. Lenders use this information to
make a fair and responsible decision about
whether or not to give credit to you.

Can | access my credit file for free?

Yes, there's no need to pay to access your
credit file. There are various credit reference
agencies online that offer free credit reports.

How long before credit reference agencies
are notified?

Your credit file is normally updated within
three to six months, however this can vary
depending on your creditors and the credit
reference agencies. Your Money Adviser/
Trustee has no influence over your credit rating
as this is a matter for the credit industry.

How long will a default be recorded for?

Defaults are recorded on your credit file and
will remain there for 6 years.

If | enter a DAS and repay my debts in full,
can creditors still record a default?

Yes. Defaults are recorded when you break
the terms of your original agreement with
your creditor.

Is a decree the same as a default?

No. Decrees are the Scottish equivalent to
money judgments known as county court
judgments (or CCJs) in England and Wales.
Details of Scottish decrees are supplied by
the sheriff courts to The Registry Trust.
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Decrees are only removed from the Register
if they are recalled by the court, entered in
error or paid in full within one calendar
month of the date of decree. The Reqistry
Trust notify credit reference agencies of all
decrees, recalls and dismissals on a reqgular
basis and the credit reference agencies
update your credit file accordingly. Decrees/
CCJs will remain on your credit file for six
years from the original judgment date.

What happens if a creditor does not record a
default at the beginning of my debt solution?

If you disagree with the information held on
your credit file, you can write to credit
reference agencies and ask for it to be
changed. However, we would recommend that
you contact the creditor in the first instance

to try and resolve the issue. If the query is not
resolved by the creditor or the credit reference
agencies, you have the right to escalate it

to the Financial Ombudsman Service.

You can also add extra information about your
situation to your credit file. This is called a
notice of correction and may help you if you
apply for credit in the future.

How long after completion will my credit
file be updated?

It is unlikely that your credit file will be
immediately updated on completion of your
debt solution and, unfortunately, there is no
way to speed up this process. Creditors will
be notified on completion of a DAS, Trust
Deed or Sequestration.

Details of a Trust Deed or Bankruptcy should
be removed after 6 years.

If you require more information, visit
www.tcdebtsolutions.com or email
Senior Insolvency Manager lan Brown at
ibrown@thomsoncooper.com

Please Remember... This newsletter is for understanding of the law and HMRC
general guidance only and represents our practice, as known at date of issue.
Information within this newsletter is based on our current understanding of taxation
and can be subject to change in future. Thomson Cooper accept no responsibility
for any loss arising to a person acting or refraining from action as a result of this

newsletter and cannot assume legal liability for any errors or omissions it might
contain. Advice should be sought in individual circumstances as the articles do not
constitute financial advice or recommendations. Registered to carry on audit work
in the UK by the Institute of Chartered Accountants of Scotland. Authorised and
regulated by the Financial Conduct Authority for financial advice.
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