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December 2016
QUARTERLY N E W S L E T T E R

Xmas and New Year Holidays


My office will close at 12 noon on Thursday, 22 December and re-open at 9:00 a.m. on Tuesday 3 January.

Own Labour

People who are renovating property for resale or rental often do a lot of the work themselves.  I am then usually asked whether any tax relief can be claimed on the “cost” of their own labour.


The problem there is that their own labour has no cost as no actual payment has been made for it; the tax system allows deductions only for real expenses which have been paid for, so nothing can be claimed.  Looking at it another way, any deduction allowed for own labour would, logically, also have to be taxed as income of the individual, so those two things would cancel each other out and there would be no benefit.
Insurance Premium Tax

One surprise in the Chancellor’s Autumn Statement was an increase in Insurance Premium Tax (IPT) from 10% to 12% from 1 June 2017.  IPT was introduced in 1993 at the modest rate of 2.5% but, since then, it has been increased in stages by successive Chancellors, until it is now a significant addition to the cost of an insurance policy.


The rate on insurance sold with consumer goods (such as extended warranties) will remain 20%, the same as the standard-rate of VAT.  IPT does not apply to life assurance or pension policies.
Business Rates

Small business rate relief of 100% will continue indefinitely beyond March 2017, when it was supposed to end.  It applies to any business with one property with a rateable value of no more than £6,000.  For higher-value properties, the relief is tapered until full rates are payable where the rateable value is £12,000 or more.


Remember that rateable value is not the amount of rates which would be payable, but a nominal figure which is supposed to represent an annual rental value.  That value is then multiplied by a figure set by the government (48.4p in the pound in 2016/17) to calculate the rates payable.  Remember also that rateable values are currently being updated, so could change for next year.

VAT Flat-rate Scheme


VAT registered businesses normally have to calculate their payment as the difference between VAT on sales and VAT on purchases.  Small businesses can use a simpler flat-rate scheme, which applies a set percentage to VAT-inclusive sales without deducting VAT on purchases.  The percentage is set by HMRC based on the type of business and is meant to approximate the liability which would be calculated in the normal way.


When a business has few purchases and other expenses, such as a business which sells the proprietor’s own labour, the flat-rate scheme can produce a significantly lower VAT liability.  Indeed, I have advised several clients to register for VAT when they were not required to, just because they could make a profit on the flat-rate scheme.

The government has now decided that there has been too much abuse of the scheme in that way so, from 1 April 2017, there will be a new flat-rate percentage of 16.5% for businesses in the scheme which spend less than 2% of their turnover on goods.  Some exclusions have been announced, such as motoring costs and food or drink, but it is not clear yet what else will qualify as “goods” for the purpose of this rule.  There is no doubt that 16.5% is intended as a penal rate to get people off the scheme, because it is virtually the same as paying over all of the VAT on sales without any deductions for VAT paid on purchases and other expenses.

Money-making Schemes


Anyone browsing the internet is likely to come across adverts selling software which promises a guaranteed way to make money trading on the stock exchange or other markets.  I am always sceptical about such promises and for good reason: they aren’t true and are just a money-making scam.


I look at it this way.  If I had devised a foolproof way to make money on the markets, then I would just use it to quietly make my fortune.  I would not publicise it because I would be afraid that the regulatory authorities would find out and do something to stop it.

Tax Return Deadline


If you are worried about the upcoming tax return deadline on 31 January, or you are dissatisfied with the service provided by your current accountant, please do not hesitate to contact me.  I can provide a prompt and efficient service to meet all of your needs in accounts preparation, tax returns, VAT returns and payroll.
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