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September 2014
N E W S L E T T E R

Buildings


Clients are often surprised when I tell them that there is no tax relief on the cost of buildings, or extensions to existing buildings.


Accounting principles classify all expenditure as being either capital or revenue.  Capital expenditure is the purchase of items which are held and used to carry on the business, such as goodwill, premises, equipment and vehicles.  Revenue expenditure is the costs of running the business, such as goods for resale, wages, motoring and electricity.


Tax law starts with the presumption that no deduction is allowed for capital expenditure, but then goes on to grant allowances for certain types of expenditure; the most significant is plant and machinery which, for this purpose, includes vehicles.  There used to be allowances for industrial and agricultural buildings (at a very low rate) but they were abolished several years ago.  That leaves no type of building on which tax allowances can be claimed.

Having said that, part of the expenditure on a building can often be allocated to integral fixtures, which are treated as plant and machinery and include such items as heating, lighting and sanitary ware.  Those items can easily be identified for a new building but, where a second-hand building is purchased, it is necessary to agree a value with the vendor.
Tax Return Defaults


More and more, I am seeing cases where people have ignored requests to complete tax returns for several years.  Penalties have been charged which, in recent years, have totalled £1,300 for each outstanding return, and interest is added while they remain unpaid.  HMRC, meanwhile, seems to take no real action to collect those penalties, which just encourages people to do nothing.  Perhaps they think that the problem will go away if they ignore it, but all that happens is that the debt increases.


The harsher penalty regime introduced in 2011 was designed to encourage compliance and, perhaps, increase tax revenues, but it will achieve neither of those things until HMRC starts to make people pay.

Road Tax Changes


Most people seem to have heard that the road tax disc will be abolished from October, but not so many know that it will no longer be possible to sell a vehicle with unexpired road tax.  As soon as the seller notifies DVLA of the change of ownership, they will send a refund of unexpired road tax, but for whole months only. The purchaser then has to tax the vehicle immediately.


It seems to me that this means that road tax will be paid twice for the month when the vehicle is sold, by both the old owner and the new owner.

National Minimum Wage


The hourly rates will increase on 1 October:


Age
  Old
     New


£
£


21 or over
6.31
6.50


18 – 20
5.03
5.13


16 – 17
3.72
3.79


Apprentice under 19 or in first year
2.68
2.73

PAYE Codes

An employee may sometimes say to his employer that he is paying too much tax because his tax code is wrong.  If he thinks so, then it is up to him to contact HMRC who, if they agree, will issue a new code number.  The employer cannot amend the code until that new number is received from HMRC, regardless of what the employee may produce and claim to be the correct code number.
VAT registration

A business may start with a turnover below the VAT threshold (currently £81,000 a year) but then have to register when sales increase.  The threshold applies to any twelve month period, not just the business’s accounting year.  The turnover needs to be checked at the end of every month then, when the threshold has been exceeded, there is one month to complete the necessary forms before registration starts.


Anyone who does not check turnover could have a nasty surprise when I prepare the accounts and say that they are nine months late registering, by which time penalties will be due as well as arrears of VAT.
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