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N E W S L E T T E R

Scam e-mails

Fraudsters continue to try to trick people into giving them access to their bank accounts, by sending out e-mails purporting to be from banks and asking for confirmation of log-in and password, because of an alleged “security breach” or “suspicious activity” on the account.  The link in the e-mail will lead to a website which may look genuine, but has been set up by the fraudsters solely to collect personal information.  Generally, a bank will only communicate electronically on routine matters, such as advising that a statement is ready to download, so such e-mails should be deleted immediately.  Attachments should never be opened, as they are very likely to contain a virus.

A variation on this scam is an e-mail pretending to be from HMRC, inviting the recipient to reclaim overpaid tax.  The fraudsters know that some people will be so eager to believe they can claim a refund, that they will overlook things which should arouse suspicion, such as the fact that they have never given their e-mail address to HMRC.
VAT Claims

I have come across people who seem to complete their VAT returns on the assumption that every business expense includes VAT which can be reclaimed, ignoring the general rule requiring an invoice showing a VAT number and the amount of VAT.  Here are some examples of expenses which are not liable to VAT:
1.
Road tax, licence fees, fines, rates and most other charges by central and local government.

2.
Postage stamps.

3.
Insurance, bank interest and other financial charges.

4.
Public passenger transport by bus, train or aircraft.  Taxi fares are theoretically liable to VAT, but most small taxi firms are not VAT registered.

Carrier Bags

On 5 October, England will follow other parts of the U.K. and introduce a 5p charge for plastic carrier bags in shops.  Only large businesses (defined as those with 250 or more employees) have to make the charge and there are some exemptions which are bound to cause confusion in practice.  For example, there is no charge for a bag for uncooked meat or fish, but only if other non-exempt items are not put in the same bag.  Prepare for arguments at the supermarket checkout.
Dividends

In my last newsletter, I reported that the first £5,000 of dividends will be exempt from tax from April 2016, as announced in the Summer Budget.  When the detailed provisions were released, it turned out that this will not be a tax exemption, but a nil-rate band within the basic-rate band.  That means that almost no-one will be better off from this change and anyone with dividend income over £5,000 a year will be paying more tax.
Class 2 NI

The self-employed National Insurance contribution (still commonly known as the weekly stamp, although stamp cards were abolished 40 years ago) will no longer be collected directly.  Everyone has now paid direct debits or received a bill which covers contributions up to 5 April 2015.  Contributions for the year ended 5 April 2016 will be calculated when the tax return is completed after the end of the year and will be added to Income Tax for the year.    For many people that will mean that they will not pay the NI until 31 January 2017.


About the only benefit of this change is that people with small earnings from self employment will no longer have to claim exemption from paying NI.  If earnings are below the threshold NI will not be charged unless they opt to pay voluntarily to protect their rights to benefits such as the state pension.
Cashing Pensions

Since April it has been possible to draw the whole of a pension fund at once, instead of using it to buy an annuity, which is a regular pension for life.  Either way the pension is taxable, but people cashing even moderate pension pots may have been surprised at the amount of tax deducted.  The reason is that PAYE rules require such one-off payments to be taxed on a special “month 1” basis, which assumes that the payment is one-twelfth of total income for the year.

That will often result in some of the pension being taxed at 40%, but that is not final.  After the end of the tax year, the individual’s correct liability will be calculated based on actual income and a refund may be due.  That calculation will be done either by HMRC or by submitting tax return.
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