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December 2012
N E W S L E T T E R

Xmas and New Year Holidays


My office will close at 1:00 p.m. on Friday, 21 December and re-open at 9:00 a.m. on Wednesday, 2 January.

Tax Avoidance


There has been much criticism in the news recently of international companies such as Starbucks, Amazon and Google, for the way in which they allegedly avoid paying UK tax.  While I do not dispute that the criticism is valid, I am annoyed by the way that the reports only ever quote two figures, sales and Corporation Tax, as if the two ought to bear some relation to each other.  Corporation Tax is actually levied on profit, not sales, and there are perfectly good reasons why a company may have high sales, but very little profit.  Take the electrical retailer Comet, for example, which has had high sales but still cannot cover overheads such as rent and wages to make a profit.


All of the companies criticised are members of international groups which have to pay for services provided by associates in other countries.  What is at issue is whether the amount paid has been deliberately inflated in order to reduce the profit declared in the UK and increase the profit in tax havens.

Child Benefit


From 7 January 2013, Child Benefit is being withdrawn completely from couples where one partner has an income over £60,000, and partially where income is over £50,000.  In a lot of families it will be the mother who receives the Child Benefit but, unless she chooses not to claim it, the father who has to repay it through the tax system.  This is hardly a recipe for marital harmony from a government which has said it wishes to promote marriage.

Autumn Statement


The Chancellor’s Autumn Statement, which is normally just a review of government finances and the economic outlook, surprisingly contained some specific tax measures:

1.
The personal allowance for 2013/14 will now be £9,440, rather than the £9,205 announced in the budget.  The increase over the 2012/13 rate will therefore be £1,335, worth £267 in tax saving to a basic-rate taxpayer.  Age allowances will still be frozen and are likely to disappear in a few years as the personal allowance rises to overtake them; everyone will then get the same allowance, regardless of age.
2.
The basic-rate tax band for 2013/14 has been reduced by a further £235, so that the higher personal allowance does not benefit 40% taxpayers.  Higher-rate tax will then start at a total income of £41,450, so more people will be paying it.

3.
The annual limit of £50,000 for pension contributions qualifying for tax relief will be reduced to £40,000 from 2014/15.  The lifetime allowance will also be reduced from £1.5m to £1.25m.

4.
The Annual Investment Allowance for business purchases of plant and machinery (not motor cars) will be increased from £25,000 to £250,000 for 2 years from 1 January 2013.  This is likely to be apportioned according to the business accounting year so, for instance, a business with a 31 March year end will be able to claim a maximum allowance of 3/12 x £250,000 = £62,500 on purchases between 1 January and 31 March 2013.
5.
From 2013/14, small businesses (turnover below the VAT threshold) will be able to prepare accounts for tax purposes on the “cash” basis.  That means simply adding up the amounts of money received and paid in the year, with no distinction between capital and revenue, and no adjustments for year-end stock, debtors and creditors.  I suspect that HMRC has encouraged this measure, because they believe that many people already prepare their tax return that way and there are no resources to investigate them.

6.
From 2013/14, small businesses will also be able to deduct certain expenses on a flat-rate basis.  Small businesses can already use a mileage allowance for motoring expenses, but it is not yet clear what other expenses will be included in the wider scheme, or what exactly will qualify as a small business.

7.
The main rate of Corporation Tax, which is currently 24% falling to 23% in April 2013, will now be 21% (instead of 22%) from 2014.  Note that this rate applies only to companies with profits over £300,000.  Most companies pay the small profit rate, which remains at 20%.  From 2014 the difference in the two rates will be only 1%, the smallest it has ever been, so the distinction is becoming less meaningful.

8.
Small business rate relief will be extended for a further 12 months from 1 April 2013.

9.
The fuel duty increase of 3.02p a litre, due on 1 January 2013, will be cancelled and the planned increase for 1 April 2013 will be deferred until 1 September 2013.

10.
The Inheritance Tax nil-rate band of £325,000, frozen since 2010, will increase to £329,000 in April 2015.
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