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INTRODUCTION

This newsletter includes information that 
was released as part of the October 
Autumn Budget. Note that this may 
change as the relevant legislation 
proceeds through its various 
parliamentary committees.

A week is a long time in politics. Brexit is 
proving to be a hard nut to crack and 
there is still a degree of uncertainty 
regarding the terms of the UK’s 
withdrawal.

Hopefully, these issues will be resolved 
before the end of March 2019.

There is the usual cross-section of 
updates across the UK tax spectrum 
included in the newsletter, and as 
always, if you need more information 
regarding any of the topics raised be 
sure to call.

BUSINESS

Santa Claus time

Employers may be considering a small 
gift for employees over the festive 
season. If structured correctly, these 

payments can be tax deductible for the 
employer and tax-free remuneration for 
their employees.

To achieve this win-win outcome we 
need to examine the so-called trivial 
benefit rules that were introduced on 
6 April 2016. They apply if:

• the cost of providing the benefit does 
not exceed £50 (or the average cost per 
employee if a benefit is provided to a 
group of employees and it is 
impracticable to work out the exact cost 
per person); 

• the benefit is not cash or a cash 
voucher; 

• the employee is not entitled to the 
benefit as part of any contractual 
obligation (including under salary 
sacrifice arrangements); and 

• the benefit is not provided in recognition 
of services performed by the employee 
as part of their employment duties (or in 
anticipation of such services). 

Similar rules exist for director / 
shareholders with subtle differences. 
Where the employer is a small (close) 
company and the benefit is provided to 
an individual who is a director or other 
office holder of the company (or a 
member of their family or household), 
the exemption is capped at a total cost 
of £300 in the tax year.

If any of these conditions are not 
satisfied then the benefit is taxed in the 
normal way, subject to any other 
exemptions or allowable deductions.   
The tax exemption applies equally to 
benefits provided to the employee or to a 
member of the employee’s family or 
household.

What is the cost of a turkey these days?

More festive cheer

This month not only sees the close of 
the year, but also national holidays for 
the Christmas and New Year period. 

Many businesses take time out to 
provide their employees with a work 
based party or similar event. If you are 
concerned about the tax consequences 

of your Christmas celebrations, read on. 
We have included in this article ways to 
organise these events without falling foul 
of HMRC. 

December gives us an excuse to let our 
hair down and enjoy a well-earned 
celebration with our work colleagues and 
partners. The cost of an annual staff 
party or similar function is allowed as a 
deduction for tax purposes. However, 
the cost is only deductible when it 
relates to employees and their guests, 
which would include directors in the case 
of a company, but not sole traders and 
business partners in the case of 
unincorporated organisations. Also, it 
does not include ex-employees.

When the criteria below are followed 
there will be no taxable benefit charged 
to employees:

1. The event must be open to all 
employees at a specific location. 

2. An annual Christmas party or other 
annual event offered to staff generally 
is not taxable on those attending 
provided that the average cost per 
head of the functions does not exceed 
£150 p.a. (inc VAT). The guests of 
staff attending are included in the head 
count when computing the cost per 
head attending. 

3. All costs must be considered, including 
the costs of transport to and from the 
event, accommodation provided, and 
VAT. The total cost of the event is 
divided by the number attending to find 
the average cost. If the limit is 
exceeded then individual members of 
staff will be taxable on their average 
cost, plus the cost for any guests they 
were permitted to bring. 

4. VAT input tax can be recovered on 
staff entertaining expenditure. If the 

FINANCIAL CALENDAR
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guests of staff are also invited to the 
event the input tax should be 
apportioned, as the VAT applicable to 
non-staff is not recoverable. However, 
if non-staff attendees pay a reasonable 
contribution to the event, all the VAT 
can be reclaimed and of course output 
tax should be accounted for on the 
amount of the contribution. 

Merry Christmas…

Brexit – to be or not to be

There is a temptation if you are in 
business to give Brexit a wide berth. Will 
it or will it not happen is the question we 
are all asking. Politicians seem to be 
hedging their bets as they prevaricate, 
as are the EU negotiators, and yet there 
are barely one hundred days until the 
29 March 2019 cut-off date.

Should we be investing time, and 
therefore money, in preparing ourselves 
for the Brexit transition period or should 
we wait and see if the parties can agree 
on a mutually acceptable “divorce” 
agreement?

Prudence would seem to be a 
reasonable person’s best option.

There are two areas where action is 
probably the best course to adopt:

1. If your business imports or exports to 
and from the EU, you should probably 
produce an impact assessment based 
on the worst case scenario – a no-deal 
outcome. This would involve a careful 
change-process study to figure out the 
practical changes to import and export 
regulations after 29 March 2019 and 
how your business should adapt. 

2. Whatever your direct trading 
relationship with the EU, you should 
implement an audit of your balance 
sheet to rid yourself of unwanted 
equipment and stock, consider the 
utilisation of excess property space, 
and generally speed up the conversion 
of sales into hard cash (attend to your 
credit control systems). 

HMRC has published detailed notes for 
importers and exporters in the event of a 

no-deal Brexit and we can help you 
consider the impact on your business.

We can also assist with a blanket 
assessment of your present level of 
business fitness and create ways to 
improve readiness should there be a dip 
in economic activity post Brexit.

The beauty of the second course of 
action is that even if Brexit does not 
happen, or if there is a negotiated 
settlement, improving your business 
fitness will mean that you can hit the 
ground running and take advantage of 
whatever trading environment evolves.

Support for beleaguered High
Street

In the Autumn Budget, delivered 
29 October 2018, Philip Hammond 
made a number of promises including 
measures to improve the lack-lustre 
retail sector in our High Streets.

There is no doubt that the big online 
retailers have caused a major shift in the 
way we shop. As faster broadband has 
become more commonplace, and the 
use of computers a regular feature at 
home, the drift from viewing and buying 
goods on the shelf to viewing pictures 
and click-to-buy on the internet, will most 
likely continue.

At present, online retailers have a 
competitive advantage over their High 
Street competitors. For example, they do 
not pay:

• business rates or rent for shop front 
property or 

• salaries to sales staff.

And in the case of the mega online 

retailers, those who can afford to exploit 
the use of tax havens to shelter their 
trading profits, they do not pay 
comparable tax on these trading profits.

The new reliefs promised in the Budget 
include:

• A one-third reduction in business rates 
for English retailers with smaller shop 
premises, those with a rateable value 
below £51,000. But note, this reduction 
is for a limited period, two years from 
April 2019. Shop owners in Scotland, 
Wales and Northern Ireland are subject 
to separate legislation and may or may 
not benefit in the same way. 

The Chancellor has also committed what 
seems a modest sum, £675m, to the 
rejuvenation of city centre areas. This 
will support the cost of:

• improving traffic flows to shopping 
areas; 

• the renovation of empty retail premises 
to provide residential accommodation; 

• the repurposing of older or historical 
property. 

City centre shops depend on footfall 
which has been reducing of late. If 
shoppers are discouraged from travelling 
to the city centre to shop, then it is 
unlikely they will become customers. In 
this respect, the Chancellor’s investment 
should encourage consumers to both 
live and shop in city centre areas.

In a twin-pronged approach, Philip 
Hammond also committed to increase 
the UK tax take from online retailers, 
social media outlets and search engines. 
Particularly, those who sell goods and 
services to UK users but do not pay their 
fair share of UK tax on the resulting 
revenue streams. A new Digital Services 
Tax will commence April 2020 and will 
levy a charge of 2% on the revenues 
generated by these concerns to 
customers in the UK.

The infrastructure changes will take 
some time to have a noticeable effect 
and any reduction in rates bills will not 
impact small retailers’ cash flow until 
April 2019. In the meantime, the 

your taxable income exceeds £125,000, 
your personal allowance will be £0. 

The changes will marginally increase the 
take home pay of basic rate taxpayers.
Certain taxpayers that were paying tax 
at the higher rate (40%) will benefit to a 
greater extent as a proportion of their 
income previously taxed at 40% will now 
be taxed at 20%.

Receiving emails from HMRC?

Without exception, HMRC will not send 
you an email or text message requesting 
personal data of any kind.

If you do receive an email or text, 
purporting to be from HMRC, it is fairly 
likely to be spam, or worse, someone out 
to gain access to personal information, 
particularly bank details so they can 
steal from you.

Fraudulent messages will either offer 
you a tax refund or attempt to scare you, 
by asserting you owe tax or are to be 
subject of an investigation.

Never reply to these communications. 
Instead, ring a recognised HMRC help 
line. See official contact numbers listed 
on the HMRC website at 
gov.uk/contact-hmrc or better still, 
contact your tax advisor.

Surprise CGT announcement

The Chancellor announced a change in 
the way that UK residents will need to 
report and pay Capital Gains Tax (CGT) 
on the disposal of residential property in 
the recent budget. The group of 
taxpayers who will be mainly affected 
are buy-to-let landlords.

Essentially, for disposals of chargeable 
residential property after 5 April 2020, 
CGT will need to be reported by UK 
residents to HMRC. This will involve:

• Preparing and submitting a provisional 
CGT return, and 

• Making a payment on account of any 
CGT due. 

If enacted, this change in CGT 

compliance will place a significant 
burden on taxpayers and their advisors. 
If records have not been kept in good 
order, detailing property acquisition and 
improvement costs, then the 
computation of chargeable gains will be 
a somewhat rushed affair.

The calculations will need to include an 
estimate of other earnings subject to 
Income Tax in the same tax year, as 
gains on the sale of residential property 
are taxable at 18% or 28% depending on 
where the gains sit in the owner’s 
Income Tax bands. 

Before 6 April 2020, gains are taxed as 
part of the annual self-assessment.        
A gain completed by 1 April 2020, would 
form part of the CGT pages of the 
2019-20 tax return that would need to be 
filed by 31 January 2021. Payment of 
any CGT due would be due on the same 
date. This affords the disposing party ten 
months to calculate any CGT due and to 
make payment of taxes due.

Compare this with the situation if the 
property was sold a week later, 8 April 
2020, when estimated CGT 
computations and a full payment on 
account would need to be made on or 
before 8 May 2020.

There are no guarantees that this 
change will be enacted. We will keep a 
close eye on this proposed change and 
advise affected clients accordingly.

High Income Child Benefit
Charge

The High Income Child Benefit Charge 
(HICBC) is a tax charge that is applied to 
recover Child Benefits received by a 
parent, when either parent’s income 

exceeds £50,000 in a relevant tax year.

If the income exceeds £60,000 then all 
Child Benefits paid will be recovered by 
this charge.

HMRC has now announced that parents 
who received a penalty notice for failing 
to register for the HICBC will be 
considered for a refund if they can 
demonstrate a reasonable excuse for 
non-registration.The years they are 
willing to consider are:

• 2013-14
• 2014-15, and
• 2015-16

This will include families who made a 
claim for Child Benefit before HICBC 
was introduced, and where one partner’s 
income subsequently increased to over 
£50,000 in or after the 2013-14 tax year. 
This is because the higher earner in a 
household, who pays the charge, may 
not be the same person claiming Child 
Benefit on behalf of the household.

The review will not include anyone who 
received communications from HMRC 
about HICBC or claimed Child Benefit 
after the charge was introduced in the 
tax year 2012-13.

HMRC is already writing to taxpayers 
who might be liable to HICBC in the tax 
years 2016-17 and 2017-18, to help 
them meet their tax obligations and 
avoid paying a penalty.

MISCELLANEOUS

Interest on tax refunds or other
payments

As a rule of thumb, interest paid to you 
by HMRC is not taxable as income for 
Income Tax or Corporation Tax 
purposes when received.

The only exception is for interest paid in 
respect of certain cases of official error, 
in which case the amount received is not 
within the above exemption.
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beleaguered High Street will have to 
press on regardless, in the hope that 
there are no more high profile 
withdrawals by major retail brands to 
further discourage footfall and sales.

Increase in the AIA

The Annual Investment Allowance (AIA) 
provides a tax incentive for businesses 
to buy new equipment and other 
qualifying assets - 100% of the allowable 
cost can be written off against profits in 
the year in which it is purchased.

From 1 January 2019, the annual limit 
that can be claimed is being increased 
from £200,000 to £1m. The increase is 
to be available for two years, until 
31 December 2020. At this later date, 
the AIA will presumably return to the 
£200,000 limit.

For profitable companies, partnerships 
(excluding partnerships where one of the 
partners is a company or another 
partnership) and sole traders this is a 
generous tax break.

The AIA is available for most plant and 
equipment purchases, for example:

• Items that you use in your business, 
including commercial vehicles and cars 
if they are working assets. For example 
taxi cabs or driving school dual control 
vehicles. 

• Costs of demolishing plant and 
machinery. 

• Parts of a building considered integral, 
known as ‘integral features’. 

• Some fixtures e.g. fitted kitchens or 
bathroom suites. 

• Alterations to a building to install other 
plant and machinery - this does not 
include repairs. 

The AIA is not available for purchase of:

• cars that are not working assets;
• items you owned for another reason 

before you started using them in your 
business; and 

• items given to you or your business.

In view of Brexit uncertainties, care 
should be taken in committing to the 
purchase of significant capital 
acquisitions until any changes in 
economic activity have had a chance to 
work through the system. Whilst the 
additional tax relief to support 
investment is welcome, tax should be 
one of a number of considerations that 
should occupy your thinking before 
signing on the dotted line. At a minimum 
you should consider how the purchase is 
to be funded and the likely return on 
your investment.

We can help, please call if you are 
considering a significant purchase in the 
coming months.

EMPLOYMENT & PAYROLL

Minimum wage rate changes

The following rates per hour will apply 
from April 2019:

• 25s and over: the National Living Wage 
(NLW) will increase to £8.21 per hour. 

• 21 – 24 age range: the National 
Minimum Wage (NMW) will increase to 
£7.70 per hour. 

• 18 – 20 age range: the NMW will 
increase to £6.15 per hour. 

• Under 18: the NMW will increase to 
£4.35 per hour. 

• The apprentice rate will increase to 
£3.90 per hour. 

To qualify for the NMW rates, workers 
must be older than the school leaving 
age. To qualify for the NLW rate, 
workers must be 25 years or older.

A reminder to employers that these rates 
are not advisory. HMRC officers have 
the right to carry out checks at any time 
and ask to see payment records. They 
can also investigate employers when a 
worker complains.

If HMRC finds that an employer has not 
been paying the correct rates, any 
arrears have to be paid back 
immediately. There will also be a fine 
and offenders might be named by the 
government.

It is the employer’s responsibility to keep 
records proving that they are paying the 
minimum wage - most employers use 
their payroll records as proof. All records 
have to be kept for 3 years.

NIC & PENSIONS

Higher rate tax relief for pension
contributions

Despite publicity to the contrary, no 
movement was made in the recent 
budget to further restrict the deduction of 
pension contributions to achieve a 
higher rate or additional rate tax saving.

Accordingly, as the three year carry back 
rule also remains in place, this may be a 
good time to reconsider your pension 
contribution planning, and if there are no 
contra indications, maximise your 
pension payments in the current tax year.

It could well be that future governments 
will find the £38bn of tax relief that 

pension contributions presently cost the 
exchequer, as too ripe a plum to ignore. 
However, possible tax relief afforded 
may be countered by other 
considerations and so you should 
consult with your pension’s advisor 
before making any firm decisions to 
invest further funds.

Deferring National Insurance

If you have more than one job you may 
be able to defer (delay) paying Class 1 
National Insurance.

You can do this if any of the following 
apply:

• You pay Class 1 National Insurance 
with more than one employer. 

• You earn £1,053 or more per week from 
2 jobs over the tax year. 

You will usually pay a reduced rate of 
2% on your weekly earnings between 
£162 and £892 in one of your jobs 
(instead of the standard rate of 12%).
If you are self-employed, you can no 
longer defer Class 4 contributions.

VAT & DUTIES

Are you prepared for VAT filing
changes next year?

VAT registered businesses will need to 
ensure that they are using accounts 
software that is compatible with the new 
Making Tax Digital (MTD) regulations 
from 1 April 2019. From that date, 
businesses with a turnover above the 
VAT threshold (currently £85,000) will 
have to:

• keep their records digitally (for VAT 
purposes only), and 

• provide their VAT return information to 
HMRC through MTD functional 
compatible software. 

It is also confirmed that MTD will be 
available on a voluntary basis to other 
businesses, for VAT and Income Tax.

Business readers with turnover above 
the £85,000 limit need to get their skates 

on if they have not yet updated software 
or changed software suppliers to an 
accounting system that copes with the 
new regulations.

There is an assumption that HMRC will 
fail to implement MTD for VAT – they 
have, after all, a fairly robust failure rate 
when they have introduced electronic 
system updates in the past. However, 
they have been trialling VAT for MTD for 
some time and there was no 
commentary in the recent budget that 
implementation would be delayed.

Accordingly, we will have to assume that 
the changes required will be mandatory 
from 1 April 2019. The clock is ticking. If 
you need help choosing a suitable 
accounting software product, please call, 
we can help.

VAT surcharges and penalties

HMRC will record a ‘default’ when they 
do not receive your VAT return by the 
filing deadline or full payment for the 
VAT due on your return has not reached 
their account by the due date.

You may enter a 12-month ‘surcharge 
period’ when you default. If you default 
again during this period the surcharge 
period is extended for a further 12 
months and you may have to pay an 
extra amount (a ‘surcharge’) on top of 
the VAT you owe.

If you submit a late return, you will not 
have to pay a surcharge when you pay 
your VAT in full by the deadline or have 
no tax to pay or are due a VAT 
repayment.

The amount of the surcharge you pay is 
a percentage of the VAT outstanding on 

the due date for the accounting period 
that is in default. The surcharge rate 
increases every time you default again in 
a future surcharge period.

HMRC can also charge you a penalty of 
up to:

• 100% of any tax under-stated or 
over-claimed when you send a return 
that contains a careless or deliberate 
inaccuracy; 

• 30% of an assessment when HMRC 
sends you one that is too low and you 
do not tell them it is wrong within 30 
days; 

• £400 when you submit a paper VAT 
Return, unless HMRC has told you you 
are exempt from submitting your return 
online. 

Any surcharge you pay will be treated as 
an expense in your accounts but will be 
added back when working out your 
business tax bill. Unfortunately, 
surcharges and penalties are not a valid 
deduction for tax purposes.

PERSONAL

Income Tax changes from April
2019

Budget changes included:

• An increase in the personal tax 
allowance to £12,500. The allowance 
will remain at this level for two years 
and then increase in line with inflation. 

• The basic rate tax band is to increase 
from £34,500 (2018-19) to £37,500 
(2019-20). This is income taxed at 20%. 
Combined with the new personal 
allowance this means that you can earn 
up to £50,000 from April 2019 without 
paying higher rate tax. 

• The higher rate Income Tax band will 
now apply to income in the band 
£37,501 to £150,000. 

• Income in excess of £150,000 will be 
taxable at the additional rate of 45%. 

• Tax payers whose income exceeds 
£100,000 will see a reduction in their 
£12,500 personal allowance at the rate 
of £1 for every £2 that their income 
exceeds £100,000. Accordingly, when 
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beleaguered High Street will have to 
press on regardless, in the hope that 
there are no more high profile 
withdrawals by major retail brands to 
further discourage footfall and sales.

Increase in the AIA

The Annual Investment Allowance (AIA) 
provides a tax incentive for businesses 
to buy new equipment and other 
qualifying assets - 100% of the allowable 
cost can be written off against profits in 
the year in which it is purchased.

From 1 January 2019, the annual limit 
that can be claimed is being increased 
from £200,000 to £1m. The increase is 
to be available for two years, until 
31 December 2020. At this later date, 
the AIA will presumably return to the 
£200,000 limit.

For profitable companies, partnerships 
(excluding partnerships where one of the 
partners is a company or another 
partnership) and sole traders this is a 
generous tax break.

The AIA is available for most plant and 
equipment purchases, for example:

• Items that you use in your business, 
including commercial vehicles and cars 
if they are working assets. For example 
taxi cabs or driving school dual control 
vehicles. 

• Costs of demolishing plant and 
machinery. 

• Parts of a building considered integral, 
known as ‘integral features’. 

• Some fixtures e.g. fitted kitchens or 
bathroom suites. 

• Alterations to a building to install other 
plant and machinery - this does not 
include repairs. 

The AIA is not available for purchase of:

• cars that are not working assets;
• items you owned for another reason 

before you started using them in your 
business; and 

• items given to you or your business.

In view of Brexit uncertainties, care 
should be taken in committing to the 
purchase of significant capital 
acquisitions until any changes in 
economic activity have had a chance to 
work through the system. Whilst the 
additional tax relief to support 
investment is welcome, tax should be 
one of a number of considerations that 
should occupy your thinking before 
signing on the dotted line. At a minimum 
you should consider how the purchase is 
to be funded and the likely return on 
your investment.

We can help, please call if you are 
considering a significant purchase in the 
coming months.

EMPLOYMENT & PAYROLL

Minimum wage rate changes

The following rates per hour will apply 
from April 2019:

• 25s and over: the National Living Wage 
(NLW) will increase to £8.21 per hour. 

• 21 – 24 age range: the National 
Minimum Wage (NMW) will increase to 
£7.70 per hour. 

• 18 – 20 age range: the NMW will 
increase to £6.15 per hour. 

• Under 18: the NMW will increase to 
£4.35 per hour. 

• The apprentice rate will increase to 
£3.90 per hour. 

To qualify for the NMW rates, workers 
must be older than the school leaving 
age. To qualify for the NLW rate, 
workers must be 25 years or older.

A reminder to employers that these rates 
are not advisory. HMRC officers have 
the right to carry out checks at any time 
and ask to see payment records. They 
can also investigate employers when a 
worker complains.

If HMRC finds that an employer has not 
been paying the correct rates, any 
arrears have to be paid back 
immediately. There will also be a fine 
and offenders might be named by the 
government.

It is the employer’s responsibility to keep 
records proving that they are paying the 
minimum wage - most employers use 
their payroll records as proof. All records 
have to be kept for 3 years.

NIC & PENSIONS

Higher rate tax relief for pension
contributions

Despite publicity to the contrary, no 
movement was made in the recent 
budget to further restrict the deduction of 
pension contributions to achieve a 
higher rate or additional rate tax saving.

Accordingly, as the three year carry back 
rule also remains in place, this may be a 
good time to reconsider your pension 
contribution planning, and if there are no 
contra indications, maximise your 
pension payments in the current tax year.

It could well be that future governments 
will find the £38bn of tax relief that 

pension contributions presently cost the 
exchequer, as too ripe a plum to ignore. 
However, possible tax relief afforded 
may be countered by other 
considerations and so you should 
consult with your pension’s advisor 
before making any firm decisions to 
invest further funds.

Deferring National Insurance

If you have more than one job you may 
be able to defer (delay) paying Class 1 
National Insurance.

You can do this if any of the following 
apply:

• You pay Class 1 National Insurance 
with more than one employer. 

• You earn £1,053 or more per week from 
2 jobs over the tax year. 

You will usually pay a reduced rate of 
2% on your weekly earnings between 
£162 and £892 in one of your jobs 
(instead of the standard rate of 12%).
If you are self-employed, you can no 
longer defer Class 4 contributions.

VAT & DUTIES

Are you prepared for VAT filing
changes next year?

VAT registered businesses will need to 
ensure that they are using accounts 
software that is compatible with the new 
Making Tax Digital (MTD) regulations 
from 1 April 2019. From that date, 
businesses with a turnover above the 
VAT threshold (currently £85,000) will 
have to:

• keep their records digitally (for VAT 
purposes only), and 

• provide their VAT return information to 
HMRC through MTD functional 
compatible software. 

It is also confirmed that MTD will be 
available on a voluntary basis to other 
businesses, for VAT and Income Tax.

Business readers with turnover above 
the £85,000 limit need to get their skates 

on if they have not yet updated software 
or changed software suppliers to an 
accounting system that copes with the 
new regulations.

There is an assumption that HMRC will 
fail to implement MTD for VAT – they 
have, after all, a fairly robust failure rate 
when they have introduced electronic 
system updates in the past. However, 
they have been trialling VAT for MTD for 
some time and there was no 
commentary in the recent budget that 
implementation would be delayed.

Accordingly, we will have to assume that 
the changes required will be mandatory 
from 1 April 2019. The clock is ticking. If 
you need help choosing a suitable 
accounting software product, please call, 
we can help.

VAT surcharges and penalties

HMRC will record a ‘default’ when they 
do not receive your VAT return by the 
filing deadline or full payment for the 
VAT due on your return has not reached 
their account by the due date.

You may enter a 12-month ‘surcharge 
period’ when you default. If you default 
again during this period the surcharge 
period is extended for a further 12 
months and you may have to pay an 
extra amount (a ‘surcharge’) on top of 
the VAT you owe.

If you submit a late return, you will not 
have to pay a surcharge when you pay 
your VAT in full by the deadline or have 
no tax to pay or are due a VAT 
repayment.

The amount of the surcharge you pay is 
a percentage of the VAT outstanding on 

the due date for the accounting period 
that is in default. The surcharge rate 
increases every time you default again in 
a future surcharge period.

HMRC can also charge you a penalty of 
up to:

• 100% of any tax under-stated or 
over-claimed when you send a return 
that contains a careless or deliberate 
inaccuracy; 

• 30% of an assessment when HMRC 
sends you one that is too low and you 
do not tell them it is wrong within 30 
days; 

• £400 when you submit a paper VAT 
Return, unless HMRC has told you you 
are exempt from submitting your return 
online. 

Any surcharge you pay will be treated as 
an expense in your accounts but will be 
added back when working out your 
business tax bill. Unfortunately, 
surcharges and penalties are not a valid 
deduction for tax purposes.

PERSONAL

Income Tax changes from April
2019

Budget changes included:

• An increase in the personal tax 
allowance to £12,500. The allowance 
will remain at this level for two years 
and then increase in line with inflation. 

• The basic rate tax band is to increase 
from £34,500 (2018-19) to £37,500 
(2019-20). This is income taxed at 20%. 
Combined with the new personal 
allowance this means that you can earn 
up to £50,000 from April 2019 without 
paying higher rate tax. 

• The higher rate Income Tax band will 
now apply to income in the band 
£37,501 to £150,000. 

• Income in excess of £150,000 will be 
taxable at the additional rate of 45%. 

• Tax payers whose income exceeds 
£100,000 will see a reduction in their 
£12,500 personal allowance at the rate 
of £1 for every £2 that their income 
exceeds £100,000. Accordingly, when 
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guests of staff are also invited to the 
event the input tax should be 
apportioned, as the VAT applicable to 
non-staff is not recoverable. However, 
if non-staff attendees pay a reasonable 
contribution to the event, all the VAT 
can be reclaimed and of course output 
tax should be accounted for on the 
amount of the contribution. 

Merry Christmas…

Brexit – to be or not to be

There is a temptation if you are in 
business to give Brexit a wide berth. Will 
it or will it not happen is the question we 
are all asking. Politicians seem to be 
hedging their bets as they prevaricate, 
as are the EU negotiators, and yet there 
are barely one hundred days until the 
29 March 2019 cut-off date.

Should we be investing time, and 
therefore money, in preparing ourselves 
for the Brexit transition period or should 
we wait and see if the parties can agree 
on a mutually acceptable “divorce” 
agreement?

Prudence would seem to be a 
reasonable person’s best option.

There are two areas where action is 
probably the best course to adopt:

1. If your business imports or exports to 
and from the EU, you should probably 
produce an impact assessment based 
on the worst case scenario – a no-deal 
outcome. This would involve a careful 
change-process study to figure out the 
practical changes to import and export 
regulations after 29 March 2019 and 
how your business should adapt. 

2. Whatever your direct trading 
relationship with the EU, you should 
implement an audit of your balance 
sheet to rid yourself of unwanted 
equipment and stock, consider the 
utilisation of excess property space, 
and generally speed up the conversion 
of sales into hard cash (attend to your 
credit control systems). 

HMRC has published detailed notes for 
importers and exporters in the event of a 

no-deal Brexit and we can help you 
consider the impact on your business.

We can also assist with a blanket 
assessment of your present level of 
business fitness and create ways to 
improve readiness should there be a dip 
in economic activity post Brexit.

The beauty of the second course of 
action is that even if Brexit does not 
happen, or if there is a negotiated 
settlement, improving your business 
fitness will mean that you can hit the 
ground running and take advantage of 
whatever trading environment evolves.

Support for beleaguered High
Street

In the Autumn Budget, delivered 
29 October 2018, Philip Hammond 
made a number of promises including 
measures to improve the lack-lustre 
retail sector in our High Streets.

There is no doubt that the big online 
retailers have caused a major shift in the 
way we shop. As faster broadband has 
become more commonplace, and the 
use of computers a regular feature at 
home, the drift from viewing and buying 
goods on the shelf to viewing pictures 
and click-to-buy on the internet, will most 
likely continue.

At present, online retailers have a 
competitive advantage over their High 
Street competitors. For example, they do 
not pay:

• business rates or rent for shop front 
property or 

• salaries to sales staff.

And in the case of the mega online 

retailers, those who can afford to exploit 
the use of tax havens to shelter their 
trading profits, they do not pay 
comparable tax on these trading profits.

The new reliefs promised in the Budget 
include:

• A one-third reduction in business rates 
for English retailers with smaller shop 
premises, those with a rateable value 
below £51,000. But note, this reduction 
is for a limited period, two years from 
April 2019. Shop owners in Scotland, 
Wales and Northern Ireland are subject 
to separate legislation and may or may 
not benefit in the same way. 

The Chancellor has also committed what 
seems a modest sum, £675m, to the 
rejuvenation of city centre areas. This 
will support the cost of:

• improving traffic flows to shopping 
areas; 

• the renovation of empty retail premises 
to provide residential accommodation; 

• the repurposing of older or historical 
property. 

City centre shops depend on footfall 
which has been reducing of late. If 
shoppers are discouraged from travelling 
to the city centre to shop, then it is 
unlikely they will become customers. In 
this respect, the Chancellor’s investment 
should encourage consumers to both 
live and shop in city centre areas.

In a twin-pronged approach, Philip 
Hammond also committed to increase 
the UK tax take from online retailers, 
social media outlets and search engines. 
Particularly, those who sell goods and 
services to UK users but do not pay their 
fair share of UK tax on the resulting 
revenue streams. A new Digital Services 
Tax will commence April 2020 and will 
levy a charge of 2% on the revenues 
generated by these concerns to 
customers in the UK.

The infrastructure changes will take 
some time to have a noticeable effect 
and any reduction in rates bills will not 
impact small retailers’ cash flow until 
April 2019. In the meantime, the 

your taxable income exceeds £125,000, 
your personal allowance will be £0. 

The changes will marginally increase the 
take home pay of basic rate taxpayers.
Certain taxpayers that were paying tax 
at the higher rate (40%) will benefit to a 
greater extent as a proportion of their 
income previously taxed at 40% will now 
be taxed at 20%.

Receiving emails from HMRC?

Without exception, HMRC will not send 
you an email or text message requesting 
personal data of any kind.

If you do receive an email or text, 
purporting to be from HMRC, it is fairly 
likely to be spam, or worse, someone out 
to gain access to personal information, 
particularly bank details so they can 
steal from you.

Fraudulent messages will either offer 
you a tax refund or attempt to scare you, 
by asserting you owe tax or are to be 
subject of an investigation.

Never reply to these communications. 
Instead, ring a recognised HMRC help 
line. See official contact numbers listed 
on the HMRC website at 
gov.uk/contact-hmrc or better still, 
contact your tax advisor.

Surprise CGT announcement

The Chancellor announced a change in 
the way that UK residents will need to 
report and pay Capital Gains Tax (CGT) 
on the disposal of residential property in 
the recent budget. The group of 
taxpayers who will be mainly affected 
are buy-to-let landlords.

Essentially, for disposals of chargeable 
residential property after 5 April 2020, 
CGT will need to be reported by UK 
residents to HMRC. This will involve:

• Preparing and submitting a provisional 
CGT return, and 

• Making a payment on account of any 
CGT due. 

If enacted, this change in CGT 

compliance will place a significant 
burden on taxpayers and their advisors. 
If records have not been kept in good 
order, detailing property acquisition and 
improvement costs, then the 
computation of chargeable gains will be 
a somewhat rushed affair.

The calculations will need to include an 
estimate of other earnings subject to 
Income Tax in the same tax year, as 
gains on the sale of residential property 
are taxable at 18% or 28% depending on 
where the gains sit in the owner’s 
Income Tax bands. 

Before 6 April 2020, gains are taxed as 
part of the annual self-assessment.        
A gain completed by 1 April 2020, would 
form part of the CGT pages of the 
2019-20 tax return that would need to be 
filed by 31 January 2021. Payment of 
any CGT due would be due on the same 
date. This affords the disposing party ten 
months to calculate any CGT due and to 
make payment of taxes due.

Compare this with the situation if the 
property was sold a week later, 8 April 
2020, when estimated CGT 
computations and a full payment on 
account would need to be made on or 
before 8 May 2020.

There are no guarantees that this 
change will be enacted. We will keep a 
close eye on this proposed change and 
advise affected clients accordingly.

High Income Child Benefit
Charge

The High Income Child Benefit Charge 
(HICBC) is a tax charge that is applied to 
recover Child Benefits received by a 
parent, when either parent’s income 

exceeds £50,000 in a relevant tax year.

If the income exceeds £60,000 then all 
Child Benefits paid will be recovered by 
this charge.

HMRC has now announced that parents 
who received a penalty notice for failing 
to register for the HICBC will be 
considered for a refund if they can 
demonstrate a reasonable excuse for 
non-registration.The years they are 
willing to consider are:

• 2013-14
• 2014-15, and
• 2015-16

This will include families who made a 
claim for Child Benefit before HICBC 
was introduced, and where one partner’s 
income subsequently increased to over 
£50,000 in or after the 2013-14 tax year. 
This is because the higher earner in a 
household, who pays the charge, may 
not be the same person claiming Child 
Benefit on behalf of the household.

The review will not include anyone who 
received communications from HMRC 
about HICBC or claimed Child Benefit 
after the charge was introduced in the 
tax year 2012-13.

HMRC is already writing to taxpayers 
who might be liable to HICBC in the tax 
years 2016-17 and 2017-18, to help 
them meet their tax obligations and 
avoid paying a penalty.

MISCELLANEOUS

Interest on tax refunds or other
payments

As a rule of thumb, interest paid to you 
by HMRC is not taxable as income for 
Income Tax or Corporation Tax 
purposes when received.

The only exception is for interest paid in 
respect of certain cases of official error, 
in which case the amount received is not 
within the above exemption.
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INTRODUCTION

This newsletter includes information that 
was released as part of the October 
Autumn Budget. Note that this may 
change as the relevant legislation 
proceeds through its various 
parliamentary committees.

A week is a long time in politics. Brexit is 
proving to be a hard nut to crack and 
there is still a degree of uncertainty 
regarding the terms of the UK’s 
withdrawal.

Hopefully, these issues will be resolved 
before the end of March 2019.

There is the usual cross-section of 
updates across the UK tax spectrum 
included in the newsletter, and as 
always, if you need more information 
regarding any of the topics raised be 
sure to call.

BUSINESS

Santa Claus time

Employers may be considering a small 
gift for employees over the festive 
season. If structured correctly, these 

payments can be tax deductible for the 
employer and tax-free remuneration for 
their employees.

To achieve this win-win outcome we 
need to examine the so-called trivial 
benefit rules that were introduced on 
6 April 2016. They apply if:

• the cost of providing the benefit does 
not exceed £50 (or the average cost per 
employee if a benefit is provided to a 
group of employees and it is 
impracticable to work out the exact cost 
per person); 

• the benefit is not cash or a cash 
voucher; 

• the employee is not entitled to the 
benefit as part of any contractual 
obligation (including under salary 
sacrifice arrangements); and 

• the benefit is not provided in recognition 
of services performed by the employee 
as part of their employment duties (or in 
anticipation of such services). 

Similar rules exist for director / 
shareholders with subtle differences. 
Where the employer is a small (close) 
company and the benefit is provided to 
an individual who is a director or other 
office holder of the company (or a 
member of their family or household), 
the exemption is capped at a total cost 
of £300 in the tax year.

If any of these conditions are not 
satisfied then the benefit is taxed in the 
normal way, subject to any other 
exemptions or allowable deductions.   
The tax exemption applies equally to 
benefits provided to the employee or to a 
member of the employee’s family or 
household.

What is the cost of a turkey these days?

More festive cheer

This month not only sees the close of 
the year, but also national holidays for 
the Christmas and New Year period. 

Many businesses take time out to 
provide their employees with a work 
based party or similar event. If you are 
concerned about the tax consequences 

of your Christmas celebrations, read on. 
We have included in this article ways to 
organise these events without falling foul 
of HMRC. 

December gives us an excuse to let our 
hair down and enjoy a well-earned 
celebration with our work colleagues and 
partners. The cost of an annual staff 
party or similar function is allowed as a 
deduction for tax purposes. However, 
the cost is only deductible when it 
relates to employees and their guests, 
which would include directors in the case 
of a company, but not sole traders and 
business partners in the case of 
unincorporated organisations. Also, it 
does not include ex-employees.

When the criteria below are followed 
there will be no taxable benefit charged 
to employees:

1. The event must be open to all 
employees at a specific location. 

2. An annual Christmas party or other 
annual event offered to staff generally 
is not taxable on those attending 
provided that the average cost per 
head of the functions does not exceed 
£150 p.a. (inc VAT). The guests of 
staff attending are included in the head 
count when computing the cost per 
head attending. 

3. All costs must be considered, including 
the costs of transport to and from the 
event, accommodation provided, and 
VAT. The total cost of the event is 
divided by the number attending to find 
the average cost. If the limit is 
exceeded then individual members of 
staff will be taxable on their average 
cost, plus the cost for any guests they 
were permitted to bring. 

4. VAT input tax can be recovered on 
staff entertaining expenditure. If the 

FINANCIAL CALENDAR

In preparing and maintaining this newsletter, every effort has been made to ensure the content is up to date and accurate. However, law and regulations change continually and unintentional

errors can occur and the information may be neither up to date nor accurate. The editor makes no representation or warranty (including liability towards third parties), express or implied, as to

the accuracy, reliability or completeness of the information published in this newsletter.
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