MCPHERSONS TAX E-NEWS - February 2025

Welcome to the February 2025
edition of Tax E-News. We hope
that you find this informative.
Please contact us if you wish to
discuss any matters in more
detail.

THERE'S STILL TIME FOR
SOME YEAR END TAX
PLANNING!

With the tax/financial year end
approaching, now is a good time
to check that you’re making the
most of the available reliefs and
allowances available to you.
Please talk to us if you think any
of the issues affect you.

Savings

If you have some spare cash, an
obvious tax planning point might
be to maximise your ISA
allowances for the 2024/25 tax
year (currently £20,000 per
person). If you are 18 or over,
but under 40, you can open a
Lifetime ISA to save for your first
home or retirement. You can put
in up to £4,000 each year, until
you’'re 50, but you must make
your first payment into your ISA
before you're 40. The
government will add a 25%
bonus to your savings, up to a
maximum of £1,000 per year.
The £4,000 Lifetime ISA limit
counts towards the £20,000 ISA
allowance.

Pension planning

You might also want to consider
increasing your pension savings
before 5 April 2025.

Under the current rules, the
government adds to your
pension contributions at the 20%
basic rate. For instance, if you

save £4,000 in a personal pension,
the government tops this up to
£5,000. If you are a higher rate
taxpayer there is a further £1,000
tax relief when your tax liability is
calculated, reducing the net cost to
£3,000.

If you have income in excess of
£100,000, your £12,570 personal
allowance may be tapered. For
every £2 of income in excess of
£100,000, the personal allowance
is reduced by £1, reducing to nil
where net income is £125,140 or
more. Additional pension
contributions can be even more
effective if your income is between
£100,000 and £125,140; the gross
pension contribution reduces net
income for the purposes of
calculating the reduction in the
personal allowance. This is
effectively a 60% tax saving.

Capital Allowances

Unless the business year end is 31
March or 5 April, the end of the tax
year is not a significant date as far
as capital allowances are
concerned. In order for new
equipment to attract capital
allowances, the expenditure must
be incurred on or before the end of
the accounting period.

Limited companies and
unincorporated businesses are

entitled to a 100% write-off for
the first £1 million spent on new
and used equipment ina 12
month period. This “*Annual
Investment Allowance” (AIA)
does not apply to motor cars, but
there is a special 100% tax relief
if you buy a new zero-emissions
motor car.

In addition to the AIA, limited
companies buying new (not
second hand) equipment are
entitled to fully expense the cost
of most acquisitions against
business profits. There is no
financial limit on expenditure
qualifying for this “full expensing”
relief.

Where equipment is bought under
a hire purchase contract, the
capital allowances outlined above
are available on the full cost of
the asset provided it has been
brought into use by the end of
the accounting period. This is
despite the fact that the
payments may be spread over a
number of months.

Capital Gains Tax (CGT)
planning

You might wish to consider
bringing forward capital gains to
before 6 April 2025 if you haven't
used your £3,000 CGT annual
exemption for 2024/25.

Paying Voluntary National
Insurance Contributions

A retiring person needs to have
35 ‘qualifying years’ in order to
claim the full state pension. For
those with gaps in their record,
usually due to not paying
sufficient National Insurance
Contributions (NICs), it is possible
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to ‘plug’ those gaps by paying
Class 3 (Voluntary) NICs at
£17.45 per week (£17.75 in
2025/26). Usually, it is only
possible to pay Class 3 NICs in
respect of the past six tax years,
but there is currently an
easement in place that allows
taxpayers to pay Class 3 in
respect of tax years going as far
back as 2006. This easement
expires on 5 April 2025, so it is
worth considering making Class 3
payments before the opportunity
is lost.

Stamp Duty Land Tax

Stamp Duty Land Tax (SDLT)
applies to purchases of property
in England and Northern Ireland.
The following SDLT nil-rate
thresholds are set to revert to
their previous levels from 1 April
2025, so if possible, accelerating
a completion date could be
worthwhile in order to make a
saving!

Threshold Threshold
to 31/3 from 1/4
For first- £425,000 £300,000
time
buyers of
residential
property
Single £250,000 £125,000
residential
property

Furnished Holiday Lettings

As covered in previous editions of
this newsletter, Furnished Holiday
Letting (FHL) status will be

abolished from 6 April 2025. This
will mean an end to the
beneficial tax treatment that has
been enjoyed by FHL owners up
to now. If you own an FHL
property, it may be worth
considering the cessation of your
FHL trade prior to 6 April 2025,
so that your ability to claim
Business Asset Disposal Relief in
the normal period of three years
post cessation can be preserved.

If you wish to continue operating
your property as a holiday let,
and are considering making any
renovations to the property, it's
worth remembering that you can
still claim capital allowances for
expenditure on a qualifying FHL
prior to 6 April 2025, so you may
wish to accelerate such
expenditure.

AVOID ANY DOUBLE CAB
‘*HICCUPS'!

HMRC has published new
guidance regarding a change in
the interpretation of how Double-
Cab Pickup (DCPU) vehicles
should be classified for car
benefit, capital allowances and
some deductions from business
profits purposes. Previously,
HMRC accepted that if the
payload of a DCPU was 1 tonne
or more, it was a goods vehicle,

not a car, and therefore qualified
for beneficial capital allowances
and benefit in kind treatment.

Following the government’s
announcement in Autumn Budget
2024, from April 2025 (1st for
companies, 6th for individuals),
HMRC will no longer apply the
payload test and instead consider
the vehicle’s primary suitability
when it was constructed. As
DCPUs are ‘dual-purpose’ they are
not primarily suited to carrying
goods or burden and so will be
classed as cars.

Transitional arrangements are in
place, so if you are considering
purchasing a DCPU, bear in mind
that ordering a DCPU prior to 6
April 2025 could ensure that the
more attractive benefit in kind tax
treatment that applies to goods
vehicles is available for a few
more years. For capital
allowances purposes, entering
into a contract to purchase a
DCPU prior to 1/6 April 2025 will
secure the beneficial capital
allowances treatment for goods
vehicles, provided the date the
obligation to pay for the DCPU is
before 1 October 2025.

EMPLOYMENT EXPENSES

It is possible to claim Income Tax
relief on eligible employment
expenses that have not been
reimbursed by your employer. If
you file a self assessment tax
return, relief must be claimed on
the employment pages, but for
employees who do not file a self
assessment, it is possible to claim
tax relief using an online form
(P87). This follows a period

Call: 01424 730000
Email: info@mcphersons.co.uk
www.mcphersons.co.uk

[}
*“m phersons

chartered accountants and tax advisors


mailto:info@mcphersons.co.uk

MCPHERSONS TAX E-NEWS - February 2025

during which HMRC had
temporarily suspended the online
form process due to a high
number of ineligible claims being
made. When making a claim it
will be necessary to provide
evidence of the expenses
incurred.

Expenses on which tax relief can
be claimed include:

o Working from home (if
your employment contract
requires you to do so).

o Repairing or replacing a
uniform or small tools.

o Travel for business
journeys (not journeys to or from
work).

° Professional fees and
subscriptions.

VAT ON FOOD AND DRINK

In 2024 we saw a lot of legal
cases that examined the VAT
rating of food and drink and it
appears this trend is continuing
into 2025! The VAT rating of food
and drink has always been a
contentious topic but in the case
of Global By Nature Ltd v HMRC
(TC09396) we can see the first
time that a tribunal or court has
examined the VAT law covering
‘sports drinks’.

VAT legislation allows food and
drink (other than catering) to be
zero-rated but there is quite a
long list of foods and drinks that
are exceptions to the zero-rating
and so are subject to VAT at
20%. One such exception is
“Sports drinks that are
advertised or marketed as

products designed to enhance
physical performance, accelerate
recovery after exercise or build
bulk” and this includes powders or
syrups that are used to make such
drinks.

In the Tribunal, HMRC argued that
the above legal wording provides a
definition of ‘sports drinks’, in that
they are drinks that are
“advertised or marketed as
products designed to enhance
physical performance, accelerate
recovery after exercise or build
bulk”. They said that Global By
Nature Ltd’s drink powders were
sports drinks, they were marketed
as such, and were standard rated.

Global by Nature Ltd (GBN) argued
that their powders, whilst intended
to be consumed as a drink, were
not ‘sports drinks” and, even if
they were, they were not
marketed as such.

The Tribunal agreed with GBN in
that two tests should be used to
determine whether a product met
the conditions in the legislation:

o Is the product a sports
drink?
o If so, is it advertised or

marketed as products designed to
enhance physical performance,
accelerate recovery after exercise
or build bulk?

‘Sports drink’ is not defined
anywhere in law, so after
examining various dictionary
definitions and uses of the phrase,
the tribunal decided that GBN's
powders did not contain enough
carbohydrate to be considered
sports drinks. As they were not
sports drinks, how they were

advertised or marketed did
not need to be considered -
they did not fall within the
exception and could be zero

rated.

DIARY OF MAIN TAX

EVENTS

FEBRUARY / MARCH 2025

Date

1
February

19
February

1 March

19
March

26
March

What's Due

Corporation Tax
for year to
30/04/2024,
unless quarterly
instalments apply.

PAYE & NIC
deductions, and
CIS return and tax,
for month to
05/02/2025 (due
22/02 if you pay
electronically).

Corporation Tax
for year to
31/05/2024,
unless quarterly
instalments apply.

PAYE & NIC
deductions, and
CIS return and tax,
for month to
05/03/2025 (due
22/03 if you pay
electronically).

Spring Forecast:
The Chancellor of
the Exchequer,
Rachel Reeves, will
present her Spring
forecast.
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