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Introduction

Today’s Spring Budget was surprisingly bold. Despite limited fiscal room for
manoeuvre, the Chancellor was nonetheless ableto fund several welcome

tax saving measures forsmall businesses and workers alike.

Highlightsincludeafurtherreductionin nationalinsurance costfor
employees and the self-employed (at 2pinthe pound), and an increasein
the threshold forthe high-income benefit charge (from £50,000 to
£60,000). Additionalrecoveryloansupportforsmallerbusinesses was
announced, aswell as measures to assist hospitality, and pubs in particular,
which will be greatly welcome forthose operatingin this challenging
sector. Theincrease inthe VAT registration threshold - from £85,000 to
£90,000 - isa positive step, albeit we might have hoped Hunt to have been

more adventurous with this.

Of course, not everyone will benefit. Property investors —particularly
those owningholiday lets —are expected to see theirtax costincrease
markedly, as the favourable “furnished holiday let” tax regime is to be
abolished (one of many unfavourable tax changesforlandlordsinrecent
years). Additionally, non-domiciles will also see their tax ratesincrease, as
the governmentadopts aradical rethinkin tax policy favoured by

theiropposition.

In all, itwas a Budget where the upcoming general election clearly
loomed large. Givenits potential to be the last financial milestone in 14
years of Conservative government, the Chancellortook every opportunity
to celebrate historicgovernment successes. Butin spite, or perhaps
because of this context, the measures announced inthe Spring Budgetare
expectedto be positive forthe small and medium sized enterprises that

formthe backbone of our country’s economy.

Adam Owens CTA
Director of Tax Advisory



Headlines

For Individuals:

A notable change involves the abolishment of the non-domiciled tax status, set to be
replaced bya new system based on residency starting April 2025. This new system
will exempt foreignincome and gains from UK tax for the first four years of UK tax

residency.

The Budget also announced a reduction in Ca pital Gains Tax rates for residential

properties from 28% to 24%.

Changes to the High Income Child Benefit Charge are planned, with a system based
on household income to be introduced by April 2026. Until then, the thresholdat
which the benefit starts to reduce will be increased to £60,000, with a taper for

earnings between £60,000 and £80,000.

A new ‘British ISA’ is being introduced with an additional £5,000 allowance for

investmentsin UK assets.

For Businesses:

There will be an increase in the VAT registration threshold from £85,000 to £90,000
effective from 1 April 2024.

Extension of the windfall tax Energy Profits Levy for oil and gas for an additional year,

endingMarch 2029.

Various enhancements in tax reliefs for the creative industries, including a 5%
increase forvisual effects in film and high-end TV and the introduction of a new tax

creditfor UKindependent films with budgets under £15 million.

Employment & Pensions:

From 6 April 2024, the Employee’s Class 1 National Insurance Contributions (NICs)
mainrate will be reduced from 10% to 8%, and for the self-employed, the Class4 NIC

rate willdecrease from 8% to 6%.



Rewarding
Working People

One majorannouncement was afurtherreduction to national
insurance contribution (NIC) rates from 6 April 2024, followingthe
previous reduction from 6January onwards, which was announced in

the Autumn Budget.

Today’sannouncement reduced the 10% Class 1 NIC rate to 8% for
employees, which means that the average employee, earning £35,400,

would save £450.

For self-employed individuals, the 8% Class 4 NIC rate which applied
from 6 January 2024, will now be reduced to 6% from 6 April 2024.

These announcements will undoubtedly be welcome news for

all working-age individuals.



However, itisimportantto note that the continued freezing of
the personal allowance and basicrate tax threshold (£50,270)
until 2027/28 - the so-called “stealth tax rises” or “fiscal drag” - will

significantly reduce the benefitin real terms.

The new rates of national insurance rates—which apply equally to
Directors—may affect the preferred remuneration for
shareholders/directors. We recommend reviewing your remuneration

strategy with yourlocal Xeinadin officein light of these rule changes.

Child Benefit Threshold

Anotherwelcomesurprise for many taxpayers will be the Chancellor’s

reforms of the high-income child benefit charge (HICBC).

Currently, where one personinahousehold earns over £50,000, a child
benefitcharge willarise on atapered basis. Once a person earns over

£60,000 withinthe tax year 100% of child benefit will be repaid.

This has meantthata couple thatearn £49,999 each — or £99,998 in total —
will get the full child benefit, whereas asingleindividual earning above
£60,000 will receive no benefit whatsoever.

The punitive effect that this has on single earning families was highlighted

by the Chancellorasanissue to be resolved.




It was announced today that the thresholds forreduction of child benefit Additionalchangesinthisareaincludethe 30 hours of free childcare,

will be increasedto £60,000 from April 2024 onward. Furthermore, the available tosupport eligible working parentsin England, are to be
rate at which HICBCis charged will also be halved so that child benefitis extended to cover children aged from 9 monthsto 4 yearsold (previously
not fully withdrawn until individuals earn £80,000 or higher. itwas only available fromyearone onward).

Additionally, plans are to be introduced to administer the HICBCon a
household ratherthan anindividual basis from April 2026 onward, with a

consultation onthese measures to follow shortly.

These changes are clearly sensible and will reduce the effective marginal
tax rate suffered by those within the scope of the HICBC from 64% to 53%,
for someone with two children. Overall, the government estimates
485,000 families willgainan average of £1,260 in Child Benefitin 2024-25

as aresult.



Pensions &
Savings

UKISA

The treasury has announced anew UK ISA, with a £5,000 allowancein
addition tothe £20,000 annual allowance. Thisisintended to increase
investmentactivity in the UK, by requiring thatinvestments are made

in UK businesses.

The governmentis consulting on details before the UK ISA is officially
created. The practicalities of the UKISA may be challengingand there
could be additional restrictions and costs for both the providersand
individuals to deal with. The consultation will be eagerly awaited so
that the details can be provided and may be a welcome addition to
certainindividuals, since the ISA allowance has been fixed at £20,000

since 2017/18.



Pensions

The government has also been looking at how the vast amounts of capital held within UK pension
funds could drive the UK’s startup and high growth companies. Using the financial system, pensions

and savings, the following measures were announced:

* A consultation onanew Private Intermittent Securities and Capital Exchange System (PISCES).
PISCES will be anew innovative market allowing private companies to scale and grow and

increase the future publicofferingsin the UK.

* Newreportingrequirements for local government, which will require councils to providea

summary of assetallocation (including UK equity investment).

* New reporting rules are to be introduced, which will require pension providers to publicly disclose
where theirfunds are invested (according to HMRC, UK pension providers currently dedicate just

6% of funds to UK equities).

* The Long-Term Investment for Technology and Science (LIFTS) initiative aims to create two new
investment vehicles — which pension funds are also able toinvestin —in orderto support

science and technology companiesinthe U.K

* British savings bond to be launched from NS&I whichis fixed forthree years.




Property Taxation

Capital Gains Tax on Residential Property

CGT rateson residential property have been reduced from 28% to 24%, with effect from 6th April 2024. Note that
the 18% rate will continue to apply where within the basic rate band.

This does not however affect the availability tax reliefs, such as principal residence relief on main dwellings.
Giventhe upcomingreductionin tax rates, those with upcoming residential property transactions are likely to

considerdelaying foramonthif thereis an anticipated gain, and they have not yet exchanged.

Furnished Holiday Lets

Furnished holiday lets (FHLs) have benefitted from preferential tax rules for many years. However, in recent times
the UK has seena significantincreasein short-term holiday lets.

Thisislargely due an abundance of online booking agents and often favourable commercial returns. However,
the more beneficialtax regulations, in comparison to other property investments, have no doubt played a part.

From 6th April 2025 the tax rules on FHLs will be abolished and all residential property income willbe taxed under
the same rules.
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The most pronounced impact of these measures is that mortgage
interestwillbe restricted on FHLs, in the same way as other residential

properties.

Capital allowances will also no longer be available on qualifying

expenditure.

Undoubtedly this will significantly increase the tax burden on FHL
landlords, and many may choose to sell their property, returnto long-
term lettings or move the property into alimited company to benefit
fromfull relief forinterest.

Given that qualifying FHLs can currently benefit from afavourable tax
cost of 10% on sale, we recommend that affected clients work with their
trusted advisors to considertheir options atthe earliest

opportunity. Yourlocal Xeinadin office would be happy to help.

Stamp Duty & Multiple Dwellings
Relief (MDR)

Multiple Dwellings Relief (MDR) isan SDLT relief which is available when
purchasing multiple properties. In effect, the total cost of the properties
isaveraged with SDLT chargeable on this, ratherthan an aggregated

basis. Thisrelief can often provide favourableresults for taxpayers.

In a surprise announcement, MDR has been abolished forany
transactions being completed on orafter 1st June 2024 (unlessformally
exchanged before 6th March 2024). This short window of opportunity
will undoubtedly see aglut of transactions being pushed through over

the nextfew monthsto be able to claim thisrelief.

The abolishment of this relief will have significantimpact on property-
related investors operatinginthe Buy to Let and Property Development

sectors.

However, acquisitions of 6or more dwellings or purchases which consist
of both residential and non-residential property will continue to qualify

for the more favourable non-residential rates of SDLT.



Domicile

Replacing Non-UK Domicile tax rules

with a residence-based regime

In another major change, the government has decided to abolish the non-
UK domicile regime from April 2025, in favour of a new residence-based

regime.

Underthe newlyintroduced Foreign Income and Gains (FIG) regime,
qualifyingindividuals will not be liable to tax on any foreign income and
gainsarisinginthe first4 tax years after becoming UK tax residents.
Qualifyingindividuals will be able to transfer these funds onshore without
suffering any additional charges (as contrasted with the current remittance

basis of taxation rules).

The new regime will apply to both non-domiciled individuals currently
residentin the UKand those who are currently non-resident and plan to

move tothe UK imminently.

Those already residentin the UK, who on 6 April 2025 have been tax
residentforlessthan 4 years (aftera 10-year non-UK tax residence period)
will be able to avail of the new regime up to this 4 yearlimit. Aclaim needs
to be made for those wishing to take advantage of the new rules and for
those who optintheirentitlementto personal allowances and capital gains

tax annual exemptamount willbe lost, similarly to the current system.

The end to remittance basis of taxation for non-UK domiciled individuals will

see a transitionary period which will involve:

* Anoptiontorebase the value of capital assetsto 5 April 2019

* Atemporary 50% exemption forthe taxation of foreignincome forthe
firstyear of the new regimei.e. 2025/26 tax year

* Atwo-yearTemporary Repatriation Facility to bring previously accrued

foreignincome and gainsintothe UK at a 12% rate of tax.

These rules are complex, anditisimportant foraffected clients to seek

advice at the earliest possible opportunity.



Inheritance Tax

The governmentis also planningto depart from the domicile toa
residence-based regime in respect of Inheritance Tax, and a consultation
has been published.

The initial suggestions are that only once you have been UK residentfor 10
years youwould become liable to IHT on worldwide assets. However, this
alsomeansifyou have leftthe U.K. for more than 10 years then UK

inheritance taxes will not be due.

Trusts

Trusts funded pre-April 2025 by non-domiciled individuals are expected to
remain as excluded property (i.e. outside the scope of UK inheritance
taxes) forever, whereas trusts funded after April 2025 will look at the

residency of the settlor at the time.

The changes to non-UK domiciled regimes will also affect protected
settlements. Effective 6 April 2025, non-domiciled and deemed domiciled
settlorsinsettlor-interested trusts will be liable to tax onincome and gains
as they arise.

Clients that may be affected could considerthe establishment of trusts
pre-April 2025, as an excellent way to protect non-UK assets from UK
inheritance taxes. Please contact yourlocal Xeinadin office if this may be

helpful.



Full Expensing

The “full expensing’ policy for capital allowances allows companies to claim adeduction from
taxable profits equalto 100% of their qualifying expenditure inthe yearthatexpenditure is

incurred (subject to the qualifying conditions being met).

In its present form, this relief excludes assets purchased to be leased to third parties, and
second-hand assets. It hastoday been announced that the government are seeking to extend

this policy toinclude assets purchased for leasing purposes.

At the time of writing, adate has notbeen proposed for the extension of this relief, other than
‘when fiscal conditions allow’. Draft legislation will shortly be published by the government,

which will contain furtherinformation onthe proposal.

As mentionedin our Autumn update, the main beneficiaries of this policy will continue to be
larger corporate entities. The proposed extension of this relief will primarily benefit plant hire,

and vehicle-leasing companies.
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Creative
Industries



The creative industries sectorin the UKis one of the most highly
regardedinthe world. The Chancellorannounced plans to further
stimulate this area by providing additional reliefs of over £1 billion over
the next 5 years, with the ultimate aim of generating an additional £50

billioninrevenueand supportingan extral million jobs.

The government willintroduce anew UK Independent Film Tax Credit at
a rate of 53% for films with budgets under £15 million, wherethe

requirements of a new British Film Institute test are met.

To promote investmentin new studio space, helping ensure that the UK
continuesto be a world leaderin producing filmand high-end TV, the
government will introduce tax relief of 40% on gross business rates bills
for eligiblefilm studiosin England. This relief is expected to continue
until 2034, to encourage the longlead-in time for some productions and

encourage future development.

The governmentwillintroduce a5% increase in tax relief for UK visual
effects costsinfilmand high-end TV. UK visual effects costs will also be

exemptfromthe 80% cap on qualifying expenditure

Finally, the government will set tax reliefs fortheatres, orchestras,
museums and galleries to continueits supportinthisarea. From 1 April
2025 these rates will be setat 45% for theatres, museums, galleries and
touring productions, 40% for non-touring productions, and at 45% for

orchestras.
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Fuel & Alcohol
Duties

Fuel duty will be frozen atits currentrate for another 12 months, with
the temporary 5p cut on fuel duty extended beyond this month (when
itwas originally setto end). The difference between petrol and diesel

duty rates will also remain the same until 2032.

Commentators have howeversuggested that any cutsinfuel duty tend
to benefitretailers, ratherthan customers, as margins are increased to

cover “increased costs”.

The freezing of alcohol duty has been hailed as a victory forthe
struggling pub sector, which will continue from 1 August 2024 until 1
February 2025. This extends the six-month freeze announced at
Autumn Statement 2023 to support the hospitality sectorand help

consumers with the cost of living.

The freeze is an additional benefit to the 75% business rates discount
announcedinthe Autumn statement which saves atypical pub £13k a

year.



HMRC
Investment
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HMRC Investment

The Chancellorannounced afurther £140 millioninvestmenttoimprove
HMRC's ability to manage tax debts. The additional funding will be used

to:

* Expand HMRC's capacity: recruiting more staff and acquiring new

resourcesto handle debt management activities more effectively.

* Enhance debt collection: allowing HMRC to bettertargetindividuals

and businesses with outstanding tax liabilities.

* Provide tailored support: enabling HMRC to distinguish between those
who can afford to pay their debts and those who genuinely need

assistance.

The investmentin HMRC's debt management capabilitiesisintended to
signify the government's commitment to collecting owed taxes while
aimingto provide supportto those genuinely struggling to meet their

obligations.

Crypto-Asset Reporting Consultation

The recent budgetannouncementincluded the implementation of the Crypto-
Asset Reporting Framework (CARF), amajor developmentin the realm of
digital assets and taxation. This framework aims to establish a standardised

approach for reporting tax-related information on crypto-asset transactions.
Thisinformation exchange is designed to:

* Enhance tax transparency: By providing authorities with a clearer picture of
crypto-asset holdings and activities, CARF aims to combat tax evasion and

ensure fair contribution to publicfinances.

* Levelthe playingfield: This framework creates a more consistentapproach
to crypto-asset taxation across participating countries, reducing the

potential for loopholes and unfairadvantages.



What will be reported under CARF? Relevant details on crypto-asset

transactions like:

* Accountholderinformation: Thisincludes personal details of
individuals or entitiesinvolved in the transactions.

* Type of crypto-asset: The specificdigital asset (e.g., Bitcoin,
Ethereum) involvedin the transaction will be identified.

* Transaction details: This encompasses the nature of the transaction

(purchase, sale, transfer) andits value in adesignated fiat currency.

The announcement outlines a gradual implementation process, with
participating countries aiming toinitiate information exchange by

2027. These measures are expected to provide valuable datato ensure
propertaxation of crypto-assets, increasing tax revenue and promoting
fairertax practices.

However, we have no doubt that manyin this sectorwill raise concerns

about privacy implications.

2]



VAT &
Indirect Tax

VAT registration threshold increased

Small businesses have lobbied the Chancellor foran increase inthe VAT
threshold for many years, and finally, this year’s Budget delivered some
results. With effectfrom 1 April 2024, the VAT registration threshold will
increase from £85,000 per annum to £90,000. From the same date, the

threshold for de-registration willincrease from £83,000 to £88,000.

Businesses that make mainly zero-rated supplies but are below the
registration threshold can still become VAT registered on avoluntary basis
and reclaim VAT on costs. The measure also makes no changes to the
obligation for overseas businesses that trade in the UK to registerregardless

of what theirturnoveris.

Whilst long-awaited, the increase is not particularly large, particularly given
the rates of inflationin recent years. Itis expected that the change will be

insufficient to satisfy many.

For now, businesses belowthe published threshold still need to monitor
theirturnoveron a rolling monthly basis and compare it to the existing
annual registration threshold. They also should be mindfulthatif they
expecttheirturnoverto exceed the threshold overthe next 30days, they

have an obligation to notify HMRC of theirrequirementto VAT register.



VAT Retail Export Scheme

A good deal of recent publicity has focused on whether the historic VAT
scheme, allowing overseas visitors to reclaim VAT incurred on UK purchases,
should be reintroduced. Retailers have argued that beingable tosell goods to
visitors ‘tax free’ was essential to encouraging sales of expensive and luxury
goods (in particular) and the withdrawal of the scheme several years ago was

consideredto have damaged businesses.

The OBR has reviewed the scheme for the government and commented upon
its effectivenessin encouraging spending by UK visitors, but —for now anyway
—the government hasannounced only thatit will seek out furtherviews

before decidingonthe scheme’s future.

It remainsthe case thatretailers can zero rate supplies of goods they ship
directly overseas, but doing so can be administratively cumbersome and often
doesnotappeal tothe shopper. So, this will be disappointing news for
retailersin parts of the UK where sales to overseas visitors form asizeable

part of their business.

VAT & Carbon Credit Trading

In the drive towards net zero, offsetting emissions by purchasing carbon

creditsisbecomingincreasingly popularforlarge and small businesses alike.

The VAT liability of carbon credits has been relatively uncertain overthe years,
depending mainly on the type of credit (‘compliance’ market creditor

‘voluntary’ market credit).

Compliance marketcredits are a part of government designed schemes to
reduce emissionsand have been seen as non-business for VAT purposes and

outside the scope of the tax.

Creditsinthe lessregulated voluntary market are more difficult to define and
have generally been viewed as relating to ataxable supply for VAT purposes
and standard rated when suppliedinthe UK. Itis likely that the application of
VAT to such trades may disincentivise VAT exempt sectors from taking part,

hampering netzero plansinthe process.

The Budgetannounced thattradesin carbon credits will be made zero rated
for VAT. This was expected to help enhance carbon tradingin sectors that have

been averse to taking partso far.
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How Xeinadin can
support you

Ashighlighted throughout, itis more important than everto have a trusted business advisor by yourside to

build resilience and guide you through uncertain times.

Speakto us today to learn how we can help...



Becket House,

Xeinadin Group 36 0ld Jewry, Bank

Head Office London, EC2R 8DD
Deinadi



mailto:hello@xeinadin.com

	Slide 1
	Slide 2:  Contents
	Slide 3
	Slide 4: Introduction
	Slide 5
	Slide 6: Rewarding Working People
	Slide 7
	Slide 8
	Slide 9: Pensions & Savings
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18: Fuel & Alcohol Duties
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24: How Xeinadin can support you
	Slide 25

