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December 2015
QUARTERLY N E W S L E T T E R

Xmas and New Year Holidays


My office will close at 12 noon on Wednesday, 23 December and re-open at 9:00 a.m. on Monday 4 January.

Universal Credit

In his Autumn statement, the Chancellor made a surprising u-turn on his plans to cut Tax Credits, his excuse being that they are about to be replaced by Universal Credit.  That was supposed to happen two years ago but had to be postponed because the computer systems were not ready.  The system has been rolled out gradually across the country since then and Newark is now included, but for single claimants only.  Universal Credits replaces six other benefits:
1.
Income-based Jobseeker’s Allowance.

2.
Income-related Employment and Support Allowance.

3.
Income Support.
4.
Working Tax Credit.

5.
Child Tax Credit (not Child Benefit, which remains the same).

6.
Housing Benefit.


Unlike Tax Credits, which are paid weekly and reviewed only once a year, Universal Credit is paid monthly and each payment is based on up-to-date information on earnings.  HMRC knows every employee’s wages immediately through the electronic returns employers are required to send, but self-employed claimants will have to submit a summary of income and expenses every month.


It is that last aspect which causes most concern to me:

1.
A single month is a very poor basis for assessing earnings from self-employment, particularly as major expenditure, such as a new van, will be deducted all in one month, which could cause a loss which cannot be carried forward.

2.
Income Tax payments, which are due in January and July, are also deducted in the month when paid, so could create unrelievable losses.  I can see myself advising clients not to pay all of their Income Tax on time, but spread it over two or three months so that it is allowed in full.

3.
The month used is not a calendar month but a month starting on the first day of the claim, so the monthly totals in the business cash book will not be any use.

4.
Small variations in the timing of receipts from customers and payments to suppliers could cause large fluctuations in reported earnings from month to month.

5.
No-one claiming Universal Credit will be able to afford to pay an accountant to prepare the monthly figures, so errors will be made through carelessness or misunderstanding.


I predict, therefore, that most self-employed people who may be entitled to claim Universal Credit will decide that the system is too complicated to bother with.  Surely that could not be the government’s intention, could it?
Tax Payments

Most people who submit a tax return for the year ended 5 April 2015 will have a tax payment to make in January and HMRC will shortly start issuing the bills and payslips, providing that the tax return has been filed.  Where the tax return had not been filed, it used to be HMRC practice to send out a reminder with a blank payslip but, last year, they did not and did not give any notice of the change in policy.

I assume that they will not send reminders this year either, but that is no excuse for not paying the tax by 31 January.  The easiest way to pay is electronically, quoting the Unique Taxpayer Reference (UTR) but, if anyone needs a payslip, I can print one.
Festive Cheer


At this time of year, it is worth reminding employers of two exemptions from the normal tax rules on benefits-in-kind for employees.

1.
The staff Christmas party, or other annual event, is exempt from tax provided that the cost does not exceed £150 a head.  If it does cost more, then the exemption does not apply and the whole cost, not just the excess, is taxable as a benefit to the employee.

2.
There is a long-standing HMRC practice of ignoring trivial gifts to employees, provided that they are not cash or vouchers.  In this context “trivial” means gifts up to a value of £50.  This concession was supposed to have been included in this year’s Finance Act, to make it law rather than a concession, but was unexpectedly omitted.

Tax Return Deadline

The tax return deadline of 31 January is approaching.  If you know people who are struggling to meet the deadline, then ask them to contact me for help.
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