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June 2008

N E W S L E T T E R

Tax Credit Renewals


Tax Credit claimants should remember that the renewal form needs to be returned to HMRC by 31 July 2008.  The form requires a figure for income for the year ended 5 April 2008 which, for self-employed people, means the accounts ending on a date in that year, such as the year ended 31 December 2007 or the year ended 31 March 2008.  If those accounts are not yet available, then the form can be completed with an estimate; the correct figure for income then has to be provided to HMRC by 31 January 2009, or the claim will be withdrawn.

The 10% Tax Rate


To head off the threat of a backbench revolt over abolishing the 10% starting rate of tax, the government has announced an increase of £600 in the personal allowance for 2008/09.  This will save basic-rate taxpayers £120 this year, which means that most lower paid workers will not be any worse off than they were last year.  Middle income earners will gain the same amount, although the reduction in basic-rate tax from 22% to 20% had already fully compensated them for the loss of the 10% tax rate.  Higher-rate taxpayers will not gain anything, however, because the higher-rate threshold is being reduced by £600, which exactly offsets the increase in the personal allowance.


For employees, the change will be implemented in September, but back-dated to April.  That will give an immediate tax adjustment of about £60, then about £2 a week or £10 a month for the rest of the year.  The tax payments of self-employed people are not immediately affected because, for most, the tax liability for 2008/09 will not be finally settled until January 2010.


The increased personal allowance was announced as a temporary measure for this year only, but it is difficult to see how it could be withdrawn next year without causing the same protests again.

Unqualified Accountants


People are often tempted to use accountants who are not members of any professional body, because they can offer a cheaper service for preparation of accounts and tax returns.  As with most things in life, however, you tend to get what you pay for, and a lower price often means a lower quality service.


Unqualified accountants do not have to pay subscriptions to professional bodies, take out professional indemnity insurance, or attend courses to keep up to date with changes in tax and other law.  That saves them money, but also means that, when things go wrong, the client has no recourse to compensation from an insurance claim for negligence or a complaint to a professional body about misconduct.


I know from experience that many unqualified accountants do not work to the same standards as I do.  I have taken over cases from them where I have immediately found errors in the work previously done.  I have also had them take over cases from me without requesting the information necessary to prepare accurate accounts and tax returns for the next year.


For security and peace of mind, therefore, the best option is to use a qualified accountant like myself.

Tax Returns


I am making an effort this year to file all clients’ tax returns electronically, which I had not generally done before because it had not been possible to attach accounts and tax computations.  To encourage early filing of tax returns, the time limit for a Revenue enquiry has been reduced to 12 months from the filing date, instead of 12 months from the filing deadline of 31 January 2009.


Electronic filing gives faster processing and, hopefully, earlier refund of any tax overpaid.  Also, where this year’s tax return is filed electronically, the Revenue will not issue a paper form next year, but just a notice to deliver a tax return.

Website


My website www.davidpattinson.co.uk has now been revised and fully updated.
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