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Welcome
Welcome to Nicklin News, which brings you updates and practical advice on issues that may affect
you ﬁnancially.
Our bulletin contains a round-up of tax and
ﬁnancial news and developments that we
hope will be of interest to small and family
businesses and private individuals.
In this issue, we consider changes to
the way the inheritance tax threshold is
calculated and how holiday home owners
can minimise their liabilities, as well as
further funding opportunities for
businesses and how more individuals
can cash in small pension pots.

We also examine how the measures
outlined in the latest Budget will affect both
businesses and individuals, and why
charities could be unwittingly caught by
the new cap on income tax relief.
We ﬁnish with a look at new proposals that
would encourage businesses and their
employees to donate more time and
resources to charity, as well as how savers
can now reinvest lost ISA funds and the
new limit for 2012-13.

We hope you enjoy reading Nicklin News
and that you ﬁnd it useful. We’d welcome
your feedback on the content, or ideas
for topics that you’d like to see featured
in future, so if you would like to comment
please contact Wendy Hayward on
0121 550 9916.
For professional ﬁnancial advice, tailored to
your individual circumstances, on any of
the topics covered in Nicklin News, please
contact us.

Savers can reinvest lost ISA funds
The Treasury has announced new rules to protect savers who have invested in an ISA with a
ﬁnancial institution which subsequently collapses.
Savers can now invest up to £11,280 in
an ISA (of which up to 50 percent can be
in cash). However, the previous rules
meant that any portion of this amount
invested with such a ﬁrm would have
counted towards the annual limit.
The new plans enable savers to reinvest
the equivalent amount with a different
provider in the same tax year.
Furthermore, individuals can also invest
any compensation received if their stocks
and shares ISA is impacted by a ﬁnancial
institution’s collapse. Those affected
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by the fall of Lehman Brothers can invest
the same amount elsewhere, whether they
have obtained any compensation or not.
According to the Financial Secretary to
the Treasury, Mark Hoban, “the changes
will enable investors whose ISAs are
affected by the failure or default of a
ﬁnancial ﬁrm to continue to beneﬁt from
tax-advantaged savings.
“They also demonstrate the Government’s
commitment to ensure that the ISA

remains a secure, accessible and taxadvantage saving product.”
For more information on any investment
products, please contact us.

The latest Budget: how will it affect you?
While Britain deals with record debt levels, Chancellor George Osborne delivered a Budget that
“unashamedly” backed business and was “on the side of aspiration”, designed to enable Britain
to “earn its way in the world”.
As expected, there was a strong focus on
simplifying the UK tax system and cracking
down on tax evasion. We will now consider
the main proposals that affect businesses
and individuals.

Businesses
Businesses received a welcome boost
with a two percent drop in corporation
tax to 24 percent this April, with the rate
set to fall to 22 percent by 2014.
As in the last Budget, tax simpliﬁcation
continued to play a leading role, with plans
to consult on proposals to simplify the tax
system for smaller businesses. Firms with
a turnover of up to £77,000 will be taxed
based on the cash that passes through
their businesses, rather than having to
spend time doing calculations designed
for large companies.
Additionally, a consultation on plans to
merge income tax and National Insurance
will take place.
A number of reliefs for certain industries
were also announced, including a new
tax relief for the video games, animation
and high-end television production
sectors, and enhanced capital allowances
for Scottish businesses setting up in
new enterprise zones in Dundee, Irvine
and Nigg.

that “no Chancellor can justify a tax rate
that damages our economy and raises
next to nothing”. Consequently, the top
rate of tax will fall to 45p from April 2013.
Therefore, individuals affected by this
change should consider how they can
defer income to the 2013-14 tax year
to avoid paying the 50 percent rate.
For example, there is the possibility
of not taking any form of remuneration
until 2013-14 or taking money out of the
company as a loan, which is then repaid
when the new rate comes into force.
However, the potential beneﬁt-in-kind and
company tax implications will need to be
weighed up before any action is taken.
Individuals should also consider utilising
their full £50,000 pension contribution
allowance in order to receive tax relief
at 50 percent.
In addition, the threshold for the 40p rate
will be reduced to £42,475 from 2013-14,
which will result in around 300,000 more
people qualifying for this higher rate of tax.

25 percent of their income from April 2013
– although this will not apply to reliefs that
are already capped.
In another measure to tackle tax
avoidance, stamp duty has risen to seven
percent for residential properties worth
more than £2 million. For such properties
bought through a company, the rate is
15 percent. Additionally, capital gains
tax will become liable on the disposal of
residential properties held by non-resident,
non-natural persons, such as companies,
from April 2013.
From 2014, 20 million taxpayers will
receive personal tax statements, which
detail what they have paid and how the
money has been spent.
For more information on any of the
measures introduced in the Budget,
and their potential impact,
please contact us.

To prevent people utilising unlimited
income tax relief, anyone
looking to claim more
than £50,000 will
be subject to
a cap of

In addition, young people will be able to
access enterprise loans to help them
start their own businesses and extra
funding will be made available to help
construction ﬁrms to build new homes.
The Government will also introduce
an ‘above the line’ research and
development (R&D) tax credit next year,
along with a doubling of the Enterprise
Management Incentive Scheme grant
to £250,000.

Individuals
The tax-free personal allowance will
increase to £9,205 from April 2013,
taking it to within “touching distance”
of the £10,000 allowance goal.
With the 50p rate of income tax raising
just £1 billion, rather than the £3 billion
anticipated, Mr Osborne acknowledged
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Inheritance tax relief for holiday homes
Following a ruling by the First-Tier Tax Tribunal, owners of holiday homes who let their properties
will be eligible to claim Business Property Relief (BPR).
As a result, when these assets are
transferred on the owner’s death, their
full value can be claimed through BPR
to minimise the inheritance tax due.
HM Revenue & Customs (HMRC) wanted
such properties to be placed in the
same category as other buy-to-let and
rental properties, and for them not to be
classed as businesses for inheritance
tax purposes. However, the Tribunal
ruled against HMRC, meaning that such
properties will not attract inheritance tax
at 40 percent on the owner’s death.
While this ruling concerned a property
based in the UK, it could also enable those
with holiday homes abroad, such as a
villa in Spain, to claim BPR. Therefore, it
is vital that the owners of these properties
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continue to maintain proper records and
ﬁle their accounts with HMRC to lay the
groundwork for potential future claims.
Although this is good news for holiday
home owners, HMRC is expected to
appeal to the Upper Tier Tribunal in a bid
to overturn the decision. Consequently,
anyone looking to make the most of this
ruling should seek professional advice to

ensure their claim is handled in the most
effective way.
The dedicated specialists at Nicklin can
provide expert advice on all aspects
of estate and inheritance tax planning,
including claims for BPR and Agricultural
Property Relief, so please contact us to
ﬁnd out more.

Income tax cap could impact
on charity donations
The introduction of a cap on income tax reliefs in the latest Budget has led to fears of a signiﬁcant
drop in charity donations.
From April 2013, individuals looking to
claim more than £50,000 in reliefs will be
subject to a cap of 25 percent of their
income or £50,000, whichever is greater.
While this measure will not apply to reliefs
which are already capped, such as
pension contributions, it will limit the
amount that can be reclaimed in other
areas, such as from charity donations.
Currently, some of the tax that would have
been paid on the gifts made by higher rate
taxpayers goes to the charity and some
can be claimed by the individual –
providing philanthropists with a valuable
reason to make large scale donations.
When combined with the new incentive to
encourage legacy donations – a reduced
inheritance tax rate of 36 percent for
individuals leaving ten percent or more of
their estate to charity – this could result in
wealthy donors delaying their

contributions, leaving charities with a
signiﬁcant funding gap in the meantime.
Although the Budget report conﬁrmed that
the Government “will explore with
philanthropists ways to ensure that this
measure will not impact signiﬁcantly on
charities that depend on large donations”,
the Charities Aid Foundation (CAF) has
called for urgent talks with the Treasury.

As dedicated accountants for
charities, Nicklin provides a
whole range of specialist
services that ensure
clients make the most of
their funds and stay
compliant. For more
information, please
contact us.

“Now, more than ever, we should be
making it easy for people to donate to
charity,” said chief executive John Low.
“It is vital that Government does all it can for
charities in these challenging times.
Demand for the services of charities is on
the rise, but revenues remain under threat;
the recent accounts ﬁled with the Charity
Commission in 2012 show a two percent
drop in revenue compared to the start of
last year.”

Charitable businesses could receive
tax boost
New proposals outlined by the Centre for Social Justice would provide ﬁnancial beneﬁts for both
charities and the businesses which support them.
Firms would be encouraged to set up
C-Volunteering schemes, where the
business pays chosen charities for the
hours of voluntary work carried out by its
employees, possibly at the minimum wage.
While charities would beneﬁt from both the
extra voluntary staff hours and the
additional income, the businesses running
these schemes would be able to recoup
some of the costs involved by offsetting
them against corporation tax, in a similar

way to the current research and
development (R&D) tax relief system.
Although it is not clear whether the
Government would set any cap on the
amount of tax relief that could be claimed
annually, even if the limit was set at, say,
£330 million, this would result in an extra
£1.3 billion for charities.
Such a scheme would be welcome news
for the many charities which are currently

providing more services in spite of static
or reduced income levels. It would also
provide businesses with a valuable way of
improving their presence and involvement
in local communities, while enhancing their
corporate social responsibility credentials.
At Nicklin, we can help both charities and
businesses maximise their proﬁts and
make the most of the allowances and
reliefs available to minimise tax liabilities.
For more information, please contact us.

www.nicklins.co.uk

Pensions ‘cash back’ option extended
A rule change which came into force on 6th April will allow more people to cash in small
pension pots.
Previously, people could take a pension
pot as cash after they reached age 60 if
the total value of all their pension savings
was less than £18,000, a process known
as trivial commutation.

discovered that they have small beneﬁt
rights in a personal pension scheme.

£18,000 and at least one personal pension
of less than £2,000.

Research suggests there are around
25,000 people aged 60 and over with
total pension wealth of more than

For more information and advice on
pensions and retirement planning, please
contact us.

Members of occupational and public
service schemes could also take individual
pots worth less than £2,000 as cash. Now
that option has been extended to include
people with personal pensions.
This means that individuals aged 60 or
above can take cash in a maximum of two
pension pots, each with a value of £2,000
or less, during their lifetime.
HM Revenue & Customs says the move
will help people ineligible for trivial
commutation because their pension
savings are more than £18,000 to access
a very small personal pension pot, as well
as those who have already taken a trivial
commutation lump sum and then

ISA limit increases to £11,280
As the new tax year starts, it brings with it a welcome boost for savers in the form of a £600
increase in the amount that can be invested tax free in an ISA.
The Chancellor, George Osborne, tied
increases in the ISA limit to the Consumer
Price Index (CPI) from April 2012.
With HM Revenue & Customs (HMRC)
traditionally using September’s results to
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calculate the following year’s ﬁgures, this
generated an increase of 5.2 percent, or
£555.36.
As HMRC pledged to round the limit to

the nearest multiple of 120 to make it
easier for monthly savers to calculate
their funds, this resulted in a new ceiling
of £11,280, of which £5,640 can be
invested in a Cash ISA.

Inheritance tax net set to spread wider
More people may ﬁnd themselves affected by inheritance tax (IHT) following a change in the way
the Government calculates the threshold at which individuals become liable.
Under legislation introduced in the Finance
Bill 2012, the nil rate band will rise in line
with the Consumer Prices Index (CPI)
instead of the higher Retail Prices Index
(RPI) from 6th April 2015.
The nil rate band last rose in 2009, and is
set to remain at its current value of
£325,000 until 2014-15. Had this freeze
not occurred, and if the nil rate band had
risen in line with RPI instead, the current
threshold would be more than £360,000.
The link to CPI will also apply to capital
gains tax. The annual exempt amount will
remain at £10,600 for the 2012-13 tax
year and then rise in line with CPI, which is
traditionally lower than RPI.
The Treasury estimates that the move will

mean that around 1,500 extra estates
will have to complete more complex
paperwork for HM Revenue & Customs in
2015-16 and that, of these, around 900
will have IHT to pay, a number that will
increase over time.
This move may encourage individuals to
take action to reduce their IHT liabilities.
According to research by Legal & General,
69 percent of people are aware of the
potential impact of this tax, but the same
percentage had done nothing to minimise
it except for making a will.
The key reason for putting off estate
planning was that it was too far in the
future for them to consider at the moment,
cited by 38 percent of people. This was
followed by people who kept putting it off

(24 percent) or who didn’t know where to
start (15 percent).
A total of nine percent said they were
delaying on estate planning over concerns
about losing control of access to money as
they grew older.
However, 50 percent of the 200 people
questioned – all under the age of 50 –
said they would like to learn more about
tax mitigation after being shown details
of IHT charges.
We have a detailed understanding of all
the exemptions and reliefs that can make
a huge difference to an individual’s IHT
liabilities. For advice tailored to your
personal circumstances, please
contact us.
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Obtaining the right funding
for your business
A new scheme designed to provide extra funding for small businesses, plus attractive tax breaks
for investors, came into force in April.
Under the Seed Enterprise Investment
Scheme (SEIS), anyone investing up to
£100,000 in a qualifying new start-up
business is eligible for income tax relief of
50 percent, regardless of the rate at which
they pay tax.
As an extra incentive to investment, there
is a capital gains tax exemption on gains
realised in the 2012-13 tax year and then
invested through SEIS in the same year.
Under the scheme, SEIS income tax relief
is available on investments in shares in
companies that are two years old or less,
with 25 or fewer employees and assets
of up to £200,000.

However, the SEIS is not suitable for
everyone. Other conditions include that the
company must not have previously raised
money under the Enterprise Investment
Scheme or Venture Capital Trust schemes
and the income tax relief is available on
total investments of up to £150,000 per
company, as a cumulative, rather than
an annual, limit.
The income tax relief is not available where
the individual is an employee of the
company (unless they are also a director),
or has a more than 30 percent interest in it.
Whether your business is eligible for

the new scheme or not, the team
at Nicklin can help with your funding
requirements. We have excellent
relationships with ﬁnancing providers,
as well as an extensive list of companies
and individuals who are looking to invest
in viable businesses.
As our team understands the working
capital needs of businesses and the
requirements of particular funders, we can
ensure the best match and negotiate the
right ﬁnancial package for each business.
Therefore, if you would like dedicated
advice tailored to your particular needs,
please contact us.

DISCLAIMER: The matters discussed in this newsletter are by necessity brief and comprise summations and introductions to the subject referred to. The content of this newsletter
should not be considered by any reader to comprise full proper legal advice and should not be relied upon.
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