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Late Filing Penalties 

 
If you exceed the speed limit while driving  

in front of a speed camera, you will get an 

automatic speeding fine. 

 

Likewise, if you are slow in submitting your 

tax returns, you will get an automatic late 

filing penalty. 

 

 

For example, if you miss the deadline for filing your self-assessment tax  

return (31 January for online filing) you will be charged a £100 penalty.  

Where the tax return is for a partnership, each and every partner must pay 

£100. 

 

If the return is filed more than three months late an additional £10 per day 

is charged, and after six months another penalty is imposed as the higher 

of £300 or 5% of the tax due. Those penalties will stand even if the tax     

return shows no tax is payable. 

 

A similar £100 penalty applies for a late corporation tax return, which is 

due a year after the end of the accounting period. If you make a habit of    

submitting late company returns, the penalties rise to £500 each time. 

 

Penalties for paying VAT late are particularly nasty, as they can amount to 

up to 15% of the delayed payment, even if the payment was only one 

day late.  

 

Pay attention to any electronic warning notices or letters you receive from 

the taxman about penalties due for late filing or late payment. Mistakes 

can occur at HMRC's end of the computer system, but their policy is ‘issue 

penalty now, argue later’. 

 

A 'reasonable excuse' will get you out of penalties, but the taxman is not 

sympathetic. Fire, flood, plague and death may be accepted. 'I haven’t 

got the money' will not. 
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Help us to help you, by providing information to complete 

your VAT or tax returns in good time.  
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Making tax efficient 

 
The Government is in a sticky position; tax revenues are not rising as    

expected and Brexit uncertainty hangs over the country like a cloud. In 

2015 the Chancellor limited the scope to raise mainstream taxes by  

writing into law his pre-election promise not to raise the rates of Income 

Tax, VAT or employee and employer National Insurance. 

 

Tax revenue therefore must be collected in less obvious and more     

cost-efficient ways. Automating the tax system so that more tax          

information is submitted digitally, and  penalties issued by a computer, is 

an efficiency goal. Over the next five years the Government wants to 

“make tax digital”  which will affect almost every business and landlord. 

 

Penalties for late submission of tax returns, or late payment of tax, are a sneaky way of raising more  

income without increasing tax rates. If you submit a return late an automatic penalty can apply, even 

when there is no tax to pay in respect of that return. HMRC has invented a number of new taxes and 

returns recently and each new return carries an additional risk of a late filing penalty.  

 

Another way to increase taxes by stealth is to reduce existing tax reliefs. Individual landlords of  

residential properties will suffer a 25% restriction in the amount of interest they can set against their    

rental income from April 2017. From 6 April 2020 all the interest they pay will be blocked as a tax  

deduction, so landlords need to review the structure of their property businesses and financing with 

some urgency.    

 

Further changes in April 2017 will see long term UK residents, who claim non-domicile status, lose the 

ability to shelter worldwide income from UK taxes. Individuals who have flexi-accessed their money  

purchase pension pots since April 2015, may be caught out by a change to the pension annual  

allowance, designed to prevent pension recycling. 

 

The tax reliefs available for specific categories of expenditure have to be claimed within a tight       

window, such as for the costs of research and development, or investing in the small companies.  This 

newsletter explains these tax changes in more detail. If you are likely to be affected, you may need to 

review the form in which you receive income, and the structures which you use to hold assets. 

 

We recommend you undertake an annual review of your financial affairs to check if you are paying 

more tax than you need to and whether the structures you set up in the past are still appropriate.  

Under self-assessment, your personal return for 2015/16 must be submitted, and the tax liability settled, 

by 31 January 2017; between then and the end of the tax year (5 April 2017) is a good time to assess 

whether you are as well defended against the taxman as you can be. 

 

Of course, the precise circumstances of each individual have to be taken into account in deciding 

whether any particular plan is suitable or advantageous – but these suggestions may give you some 

ideas. We'll be happy to discuss them with you in more detail. 
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Tipping Points  

 
When your total income reaches certain thresholds, it tips any extra    

income into a tax band where a higher rate of tax is charged. This can 

also mean you lose part or all of your savings allowance, child benefit, 

personal allowance, or pension annual allowance.   

 

The main trigger points are: £45,000, £50,000, £100,000 and £150,000. If 

your total income is expected to hover around one of those thresholds, 

you could save tax by moving income from 2016/17 to 2017/18, or by 

making certain payments in 2016/17 rather than in 2017/18. 

 

Say you are a 20% taxpayer in 2016/17, but expect that a bonus due in March 2017 will tip you into the 

40% band. If you ask your employer to delay paying the bonus until after 5 April 2017, you'll pay the tax on 

that income later. You will also retain all your £1,000 savings allowance, and may still stay out of the 40% 

band for 2017/18, as the threshold for that year will be higher. 

 

The main thresholds are (2016/17 figure first, then 2017/18): 

 

 basic personal allowance: £11,000 rises to £11,500 – basic rate tax (20%) starts 

 

 higher rate threshold: £43,000 rises to £45,000 – 20% rate increases to 40% and savings allowance    

reduces from £1,000 to £500. 

 

 married couples allowance: transfer of 10% of personal allowance is possible where the higher   

earner has income of no more than £43,000, rises to £45,000 

 

 child benefit clawback: income between £50,000 and £60,000 (no change for 2017/18) 

 

 withdrawal of personal allowance: income between £100,000 and £122,000 (£123,000 in 2017/18)  

 

 additional rate: income above £150,000 – 40% rate increases to 45% (no change for 2017/18),         

savings allowance removed, and pension annual allowance reduced 

 

Gift Aid donations and pension contributions can increase the value of most of the above thresholds. You 

can elect for donations to be treated as being paid in the preceding year. 

 

Income that can easily be moved from year to year includes: 

 

 bonus from your own company 

 dividends from your company 

 encashments of life assurance bonds     

 withdrawal of taxable income from pension schemes in ‘drawdown’ 

Consider moving income or deductions around 5 April 2017 
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Restricted Interest 

 
As a landlord, you expect to be able to deduct all the interest you pay in respect of your property  

business from the profits of that business. This won’t be permitted for individuals who let homes from          

6 April 2017.     

 

All finance costs, including mortgage interest, will be blocked for individual residential landlords (not 

companies) from 2020/21. This change will be phased in over four years, starting in 2017/18. In place of 

the blocked interest you will receive a 20% tax credit to reduce your tax bill. 

 

You will be taxed on the rents you receive, less running costs, rather than on the real profit/loss made by 

your lettings business. If you currently make a loss after interest deductions you may end up paying tax on 

your rental income.    

 

Where your property business is supported by borrowing, your taxable income will increase such that your 

marginal tax rate could jump from 20% to 40% or 45%.   When your total income crosses the £50,000 or 

£100,000 thresholds you may lose some or all of your child benefit or personal allowance. 

 

The example below compares Sally's tax position in 2016/17 (when she receives a deduction for all       

interest paid) with the position after that deduction is fully removed in 2020/21. The amounts of personal 

allowance (£12,500) and basic rate band (£37,500) are estimated for the later year. 

 

In 2016/17 Sally is a basic-rate taxpayer and receives child benefit. In 2020/21 she is a higher rate          

taxpayer and has lost her child benefit because her total income is over £60,000. The tax credit is          

calculated as 20% of the interest. 

 

                Cont/…. 
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Restricted Interest cont/…. 

 
You need to urgently review your property financing and consider restructuring your lettings business in 

one or more of these directions: 

 

 sell residential property and reinvest in commercial buildings 

 let the homes as Furnished Holiday Lettings (which are not affected) 

 transfer the properties into a company 

 
 
The last option is not easy as the lender will have to agree to transfer your property loans to a new      

company. The transfer of properties is likely to incur Stamp Duty Land Tax charges (LBTT in Scotland), and 

may well generate a taxable capital gain in your hands. 

 

We can help you model the financial future for your residential property lettings. 
 

 2016/17 2020/21 

Salary £35,000 £35,000 

Rents less running costs 34,000 34,000 

Interest deduction (30,000) nil 

Total net income 39,000 69,000 

Personal allowance (11,000) (12,500) 

Taxable income 28,000 56,500 

      

Tax charged at 20% 5,600 7,500 

Tax charged at 40% - 7,600 

Tax credit on interest at 20% - (6,000) 

Total tax payable 5,600 9,100 

Review your borrowings to ensure a sustainable future for your lettings business 
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Commercial properties to legally meet energy 

efficiency standards, or receive fines 

New legislation has been introduced in England & Wales which 

sets a minimum energy efficiency standard that landlords and 

lease-owners of commercial properties must achieve. This drive 

supports the government’s pledge to lower the nation’s CO2   

emissions. 

Gone are the times of ‘anything goes’ in relation to how energy efficient 

your property is. 

The EPC (Energy Performance Certificate) was first introduced in 2007 

and is a measure of how energy efficient your property is. The ratings go 

from ‘A’ being the most efficient, to ‘G’ being the least. 

Statistics from the national EPC register show that 20% of commercial properties are rated E and 18% 

rated F or G. 

Regulations and deadlines 

 

Properties rated an F or G will have no choice but to make improvements to increase their EPC rating 

as of 1st April 2018. 

From 1st April 2023, financial penalties will be incurred for all non-domestic, privately rented properties 

(where a lease is already in place and a property is occupied) that fall under the scope for an EPC, 

that fail to meet the EPC rating of E or above. 

Don’t get caught out 

15 months is a surprisingly short amount of time until properties come under scrutiny, especially when 

factoring in plans to mitigate risks. Some properties will require more attention than others, so it is a case 

of being fully in-the-know about what your property is currently rated, what the most cost-effective  

options are available and how long it will take. 

Penalties for non-compliance will range from maximums of £5000 to £150,000 (20% of rateable value). 

Exemptions are made, however, where it is deemed unsuitable and not cost-effective, where           

improvements would devalue the property by more than 5%, or for properties which are exempt from 

having an EPC. Claims for exemption can be made by submitting evidence to the local authorities as 

part of an exemptions register. 

Who is responsible? 

 

Landlords, but depending on the terms of the lease some businesses leasing property with poor EPC 

ratings could be liable too. A tenant could be obliged to pay for and carry out the works. 

In addition, non-domestic landlords will not be able to unreasonably refuse consent from a tenant            

for energy efficiency improvements that require no upfront or net costs. 

Cont/….. 
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Businesses now more ‘energy aware’? 

Duncan Banks, CEO of energy consultancy IU Energy, notes that ‘the new EPC legislation is significant 

in that it sets national standards, forcing companies to acknowledge their level of efficiency and take 

action. For the latter, this is the first of its kind.’ 

But there is still a long way to go, as explained by Mr. Banks, ‘despite this being a step in the right    

direction, there are still see many businesses and landlords who are reluctant to realise energy        

efficiency as a core cost-cutting exercise.’ This is because many businesses are unaware of the wide 

range of cost-effective solutions, many available through finance and/or with no upfront costs. 

The business case 

Identifying and reducing energy waste to cut costs helps businesses remain competitive. 

 ‘It’s a smart move for businesses to bring significant cost reductions to their business, especially those 

that outweigh initial investment, if any required.’ Mr Banks explains. 

With the government wanting to meet targets set to reduce CO2 emissions by 20% in 2020, businesses 

will see more and more of these legislations passed and are advised to plan ahead. 

*see ESOS criteria 

 

 

 

Source:   IU Energy /  www.iuenergy.co.uk 

UK businesses have already seen the implementation 

of ESOS – the government’s mandatory ‘Energy     

Savings Opportunities Scheme’ which demanded 

large* businesses to submit an in-depth energy review 

of their premises and vehicles, completed by a      

specialist, outlining opportunities for energy efficiency 

measures. The first final deadlines were in early 2016 

and are required every 4 years, with hefty fines being 

imposed for non-compliance. 

Other existing regulations 

Cont/….. 

http://www.iuenergy.co.uk/
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Are you up to speed with payroll changes looming just around the corner?  

Payroll changes 

 
There are a number of changes to payroll taxes and  

employee pay starting in 2017/18. 
 

The apprenticeship levy applies from 6 April 2017, calculated at 0.5% of all 

payroll costs. However, the levy is only payable to the extent that it exceeds 

the annual levy allowance of £15,000. This allowance will have to be claimed 

on your RTI returns in a similar fashion to the employment allowance.    

 

The National Living Wage (NLW) that applies to those aged 25 and over, will 

increase to £7.50 per hour on 1 April 2017. The National Minimum Wage 

(NMW) rates that apply to workers aged between 16 and 24 are due to      

increase on 1 April 2017 which will be the second pay increase in just over six 

months for those individuals. 

 

You need to keep a sharp eye on the birthdays of your younger workers to ensure they are paid the     

correct NLW or NMW rate for their age. The penalty for failing to pay these minimum wage rates can be 

up to £20,000 per employee.  

 

HMRC will proactively review employers who are likely candidates for ignoring the minimum wage rates.  
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Review the level of your pension contributions before 6 April 2017  

Saving for retirement  

 
Saving for a pension is encouraged, with tax relief given at your highest tax rate for contributions to       

registered pension funds. However, the amount you can contribute with tax relief is capped by your      

annual allowance.  

 

This is nominally set at £40,000, which covers contributions made by both you and your employer on your 

behalf. Any annual allowance not used can be carried forward for up to three years. 

 

Where your total income, including pension contributions made by your employer, tops £150,000, your  

annual allowance is usually reduced by £1 for every £2 over that threshold, down to a minimum of 

£10,000.  

 

Your annual allowance is also reduced to £10,000 exactly (not tapered down), if you have started to    

access your pension savings built up in a money purchase (defined contribution) pension scheme. This is 

to prevent you from drawing funds from your pension scheme, and replacing the money in the same or 

another pension scheme with additional tax relief.  

 

The latter £10,000 limit will be reduced further to £4,000 per year from 6 April 2017. Also, this type of         

restricted annual allowance can’t be carried forward to future tax years. 

 

You can continue to save for retirement in other ways, such as using an ISA. But don’t forget to use your 

ISA allowance for each tax year, as any unused ISA allowance can’t be carried forward. The ISA            

allowance for 2016/17 is £15,240. For 2017/18 it will be £20,000.  

 

A new lifetime ISA will be launched in April 2017 for savers aged under 40. This ISA can be used as a       

deposit for the saver’s first home or to access on retirement from age 60. The Government will provide a 

bonus of 25% of the savings contributed by the taxpayer, which are capped at £4,000 per year and    

contribute towards the overall £20,000 ISA limit.  



© Marsland Nash Associates  Registered in England number 4670160  

 

Marsland Nash Associates, Unit 4, Brunel Buildings,  

Brunel  Road, Newton Abbot TQ12 4PB  

Tele: 01626 334 989   

www.marslandnash.com   

 

Marsland Nash Associates t/a TABS, 7a Dartmouth Road.  

Paignton TQ4 5AA 

Tele: 01803 527 599 

Email:  enquiries@marslandnash.com 

Winter Edition     :  Issue 24 

Newsletter Date  :  January 2017 

New allowances 

 
From 6 April 2017 there are two new allowances of £1,000 each, for rental income (for any land or   

building) and for trading income. These will allow you to earn a little more tax free, if your income from 

those areas does not exceed those allowances.   

 

Rent-a-room relief, which covers income from letting a room in your own home as residential              

accommodation (not as an office), has been around for some years. Since 6 April 2016 the tax-free limit 

of this relief has been set at £7,500. Where more than one person receives the rent from the property, 

each person has a tax-free exemption for rent of £3,750. 

 

Any extra rental income which exceeds this relief is taxable, and must be declared on the recipient’s 

tax return, along with any related expenses.   

Can you claim rent-a-room relief?  
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Allow at least 12 months to prepare to sell your company.  

Planning to sell 

 
For many business owners, their work is their life. They never plan to 

retire, but everyone has their price! 

 

At some point an offer for your business assets or company will be too 

good to refuse, so even if you don’t expect to sell immediately,     

having a back-up plan of how to dispose of your business is a         

sensible option. 

 

The sale of a successful trading company will generate a capital 

gain, which would normally be taxed at 20% after deduction of the annual exemption (£11,100 for 

2016/17).  Entrepreneurs' Relief can reduce this tax rate to 10%, but both of these conditions must be 

met for at least 12 months   ending with the date of the sale: 

 

 you held at least 5% of the ordinary shares and voting rights of the company 

 you were an employee, director or company secretary of that company or of another company 

in the same group 

If you step back gradually from your company, retiring from your role as director before you sell your 

shares, you may miss out on this valuable tax relief. 

 

If you would like to pass on your company to your employees but they can't afford to buy it, an        

employee ownership trust can be used. The trust acquires enough shares to control the company, and 

holds those shares on behalf of the employees. You escape CGT on the shares you pass to the trust as 

long as the controlling shares are transferred within one tax year. 
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Are tax-favoured investments worth discussing with your advisers?  

Investing for the future 

 
The Government encourages individuals to make high-risk investments in small trading companies or 

charities by providing income tax relief for investors in the following schemes (limits for 2016/17): 

 

 Social Investment Tax Relief (SITR): 30% relief on up to £1 million 

 Enterprise Investment Scheme (EIS): 30% relief on up to £1 million 

 Seed Enterprise Investment Scheme (SEIS): 50% relief on up to £100,000 

 Venture Capital Trust (VCT): 30% relief on up to £200,000 

 

For EIS, SEIS and SITR, the amounts invested can be treated as made in the previous tax year if the limit 

for the earlier year has not been reached. 

 

When the investor disposes of the shares acquired under these schemes, any capital gains realised will 

be free of capital gains tax (CGT) if the investment has been held for at least three years (except VCTs, 

where there is no minimum period). 

 

Shares acquired on or after 17 March 2016 that qualify for the new Investors’ Relief are also free of CGT 

if they are held for at least three years and disposed of after 5 April 2019.  

 

Where you have already made capital gains, you can defer tax on those gains by reinvesting under 

the EIS or SITR within three years of making the gain. Reinvesting the gain in SEIS shares will halve the tax 

on that gain, if the income tax limits and conditions are not breached.  

 

These tax reliefs won't turn a bad investment into a good one, but they will make a good one better 

and will reduce the risk involved in investing.  

 

You should take advice from a qualified financial adviser on where to put your money, as well as     

understanding how it will reduce your tax bill. If you are thinking of investing in one of these schemes, 

you may want to do so before 5 April 2017 to maximise the benefit. 
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Are you taking full advantage of the CGT exemption?  

 
Most people have an annual exemption 

for Capital Gains Tax (CGT) of £11,100 for 

2016/17. This is wasted if you don't make 

capital gains in the tax year. You can't 

carry forward any unused exemption to 

a different tax year, or transfer the      

exemption to another person. 

 

If you are planning to dispose of assets 

which will create capital gains, you can 

save tax if the disposals are spread over 

several tax years. This is easy to do if your 

assets can be split into separate chunks, 

like shares. Each sale can then be       

calculated to produce a gain of less 

than £11,100. 

 

If the asset must be sold in one go, you 

could reinvest part or all of the gain in EIS 

shares (if you are prepared to take a 

risk). This will defer the gain until the EIS 

shares are sold. You can sell sufficient EIS 

shares in later years, so the gain is      

covered by your annual exemption.  

 
When you give a valuable asset to a 

relative, the disposal is treated like an 

open market sale, and the deemed 

gain is taxable. However, gifts to your 

spouse or civil partner don’t create 

immediate taxable gains, as the      

recipient takes over the transferor’s 

CGT cost.   You can use this transfer to 

share the ownership of a property, 

and hence the gain, between two 

people and thus use two annual     

exemptions in one tax year. 

 

Legal advice should always be taken 

when giving away land or buildings, or 

a share in such property. Stamp duty 

land tax may be payable if the     

property is mortgaged. 

Planning Gains 
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Interesting savings  
 

All bank and building society interest is now paid without tax deducted, but you are still taxed on the 

interest you receive, unless the account is designated as tax free, such as an ISA. However, most tax-

payers are eligible to be taxed at 0% on their savings income (excluding dividends), so no tax is   

payable.  

 

This zero tax rate applies if your savings income falls within your Savings Rate Band (SRB), which is 

worth up to £5,000, or within your Personal Savings Allowance (PSA), which is worth £1,000 for basic 

rate taxpayers or £500 for higher rate taxpayers. Any savings income which falls outside the SRB or 

PSA is taxed at your marginal income tax rate (20%, 40% or 45%).  

 

The available SRB depends on how much taxable non-savings income you receive in the tax year. 

Any salary, pensions, trading profits or rent you receive which exceeds your personal allowance, 

eats up your SRB.   

Example 

Harry receives a salary of £16,000 from his company, and interest from a bank of 

£1,500. After deducting his personal allowance, he has £5,000 of taxable non-savings 

income that entirely eats up his SRB. His PSA is £1,000, as he is a basic rate taxpayer. 

2016/17 Non savings Savings Tax payable 

Pension / interest £16,000 £1,500  

Personal allowance (11,000)   

Taxed @20% 5,000  1,000 

Savings allowance  (1,000)  

Taxed @20%   500 100 

Total tax payable   1,100 

Harry has considerable undrawn funds in his company, so he signs an agreement that 

states the company will pay him interest at a commercial rate, which amounts to 

£7,940. To compensate he reduces his salary to £8,060. 

2016/17 Non savings Savings Tax payable 

Salary £8,060   

Interest (company & bank)   9,440   

Personal allowance (8,060) (2,940)  

Taxable nil 6,500  

 SRB  (5,000)  

PSA  (1,000)  

Taxable @20%   500 100 

Harry’s tax bill has reduced from £1,100 to £100 on the same level of income in 

2016/17. The company must deduct tax at 20% from interest paid, but this can largely 

be reclaimed by Harry. 

Review your mix of  

income to maximise 

your savings  

 allowance for 2016/17  
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Budget for the tax due on your company car in future years  

If it moves – tax it 

 
About one third of the cars on UK roads are diesel powered, 

but over 80% of company cars are diesels. This is not           

surprising, as diesel vehicles are regarded as being more   

fuel-efficient, although their NOx emissions are more harmful. 

Hence the percentage of list price (used to calculate the car  

benefit) carries a 3% supplement for diesel cars. 

 

For all company cars, the percentage of list price will rise by 

two percentage points in all years to 2018/19, then it will rise 

by three percentage points from 2018/19 to 2019/20. The 

maximum taxable benefit for a car (37% of list price) will be 

achieved for diesel cars with emissions of 175g/km or more 

from April 2017. 

 

Say your employer provides you with a petrol-powered car costing £30,000 (CO2:110g/km). The         

taxable car benefit is £5,700 (19% x £30,000) in 2016/17, but in 2019/20 the taxable benefit for the same 

car will be £7,800 (26% x £30,000). 

 

The taxable benefit for electric cars will more than double over the same period from 7% 

of list price in 2016/17 to 16% in 2019/20  

Money for miles 

 
If you need to use your own car for a business journey, perhaps to travel to a customer, you can claim       

mileage expenses for that journey. Many employers pay the full tax-free amount of 45p per mile, dropping to 

25p for miles in excess of 10,000 in one tax year. 

 

If your employer doesn't pay the full rate, you can claim tax relief on the shortfall, either on your tax return, or 

on form P87. You need to submit your claim within four years of the end of the tax year in which you made the    

business journey. Claims for 2012/13 must reach the tax office by 5 April 2017. 

 

Once the taxman has accepted your mileage claim for one tax year, subsequent claims for up to £1,000 per 

year can be made by phoning the tax office on 0300 200 3300. 

Are you due a tax refund for business journeys?  
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Check how many years you have been resident for tax purposes in the UK  

Deemed to be domicile  

 
If you were born in another country and claim to have a foreign domicile for 

tax purposes (i.e. a ‘non-dom’), you need to be aware of changes in the tax 

law which will apply from 6 April 2017.   

 

People who have lived in the UK for at least 15 of the last 20 tax years will be 

deemed to be domiciled in the UK for all tax purposes. Also, any current UK 

residents who were born in the UK with a UK domicile, but subsequently lived 

abroad and became domiciled overseas, will be deemed to be UK         

domiciled, irrespective of the period for which they have recently been     

resident for tax purposes in the UK. 

 

If you are affected by this change, you will be subject to UK taxes on all of your worldwide income and 

gains from 6 April 2017. You won’t be eligible to claim the remittance basis, which keeps foreign income 

or gains out of the UK tax net. 

 

The years to count for the 15 out of 20 test are all years of UK residence, including split years and periods 

when you were aged under 18. To shake off the deemed domicile treatment for income tax and CGT 

you will have to become non-resident for six complete tax years.  

 

If you believe you have non-domicile status, we need to talk as soon as possible, as there are a number 

of transitional reliefs to consider.   
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Do you need to discuss reducing your payments on account for 2016/17?  

Budget for tax 

 
January is the cruellest month for the self-employed. No one has the 

money to pay you, and the taxman wants his pound of flesh. 

 

Tax and NIC due on your self-employed profits for 2016/17 is paid in two 

Payments on Account (POA), on 31 January 2017 and 31 July 2017. These 

amounts are based on the tax liability reported in your 2015/16 self-

assessment tax return. 

 

If your final tax liability for 2015/16 is more than the total of POA paid in 

January and July 2016, you pay the rest on 31 January 2017, plus any 

Capital Gains Tax you owe for the year. Thus, the amount due on            

31 January 2017 is half your normal tax bill as a POA for 2016/17, plus your 

CGT, plus any balance due for 2015/16 – ouch! 

 

If your tax liability for 2016/17 drops compared to 2015/16, you'll get some of your tax back for 2016/17 

when your 2016/17 return is submitted (due by 31 January 2018) – but you'll be out of pocket in the 

meantime. 

 

Instead of waiting until 2018, you can ask to reduce the next two POAs if you believe your total tax bill for 

2016/17 will be less than for 2015/16. We can help you calculate whether your POA will be too large. 

 

You can opt to pay regular monthly or weekly amounts towards your tax bill by setting up a Budget plan 

with HMRC. You decide how much to pay as a regular direct debit. If the total paid is not sufficient to 

cover the tax due by 31 January or 31 July, you need to make up the shortfall, but this may be far less 

painful than finding a large sum in one go. 
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Review spending plans and likely profit levels before your year-end  

Timing is everything 

 
The end of the accounting period for your business is a key point for tax 

planning. You can save or delay tax by moving income and expenditure 

between accounting periods. 

 

For instance, advancing the acquisition of assets to just within your current 

accounting period will mean the capital allowances associated with those 

assets can be claimed earlier.  

 

All of the cost of qualifying assets which fall within your Annual Investment Allowance (AIA) is relieved as 

a capital allowance in the year of purchase. The AIA is worth up to £200,000, but it can’t be claimed for 

the last period the business trades, or by partnerships where a member is a company.  

 

Cars don’t qualify for the AIA, but new electric cars qualify for 100% allowances until April 2018. Charging 

points for electric cars also qualify for 100% allowances until April 2019.   

 

If you have acquired a commercial property within the last two years, you should check whether the 

value of the fixtures within that building have been formally agreed with the building's previous owner. 

Without this formal agreement you could lose the right to claim capital allowances on those fixtures. 

 

If your current year profits are looking very healthy, you may want to advance the payment of repairs, 

training costs, bonuses or pensions contributions. 

 

An accrued salary payment, such as a bonus voted before the year-end, is deductible for the period if it 

is actually paid within nine months after that year-end. However, a pension contribution must be paid 

within a company's accounting period to be deductible for that period. 
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Will the VAT flat rate scheme still be a good fit for your business from April 2017?  

Flat rate VAT restricted 

 
The VAT Flat Rate Scheme (FRS) is used by small businesses to simplify VAT  

reporting, and it can also provide a cash advantage. 

 

Under the FRS, you charge normal rates of VAT on your sales, but ignore VAT 

incurred on purchases, except for goods costing £2,000 or more. The VAT 

payable to HMRC is a flat-rate percentage of your gross turnover, which    

varies from 4% to 14.5% for depending on your trade sector. 

 

A business which incurs few VATable expenses will pay less VAT to HMRC under the FRS than it would outside 

the scheme. The Government plans to remove this cash advantage by requiring low-cost businesses to use 

a FRS percentage of 16.5% from 1 April 2017.  

 

A low-cost business spends less than 2% of its turnover on goods, or less than £1,000 on goods per year. Any 

expenditure on capital items, motor expenses, or food and drink for consumption by the business, will be 

ignored when working out the 2% or £1,000 threshold. 

 

This emphasis on goods will hit businesses in the knowledge and service sectors whose purchases are largely 

services.  

 

You should review whether you will continue to make a cash saving using the FRS from April 2017. You may 

wish to deregister for VAT. We can advise on the best option for your business. 
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Check your total sales on a 12-month rolling basis.  

A good start for VAT 
 

The VAT rules can be tricky, and there are stiff penalties if you get them wrong. It’s 

essential to get the    timing of your VAT registration right. For UK sales, you must       

register when the cumulative total of your VATable sales (including zero-rated items) 

reaches £83,000 for any 12-month period.  

 

If you register earlier than required, you must account for VAT on sales made after 

your registration date, which could have been VAT-free. If you register later than the 

law demands, you can suffer a penalty. 

 

You need to check your cumulative turnover (ignoring exempt sales) at the end of every month, counting 

sales of the preceding 12 months every time. If the total exceeds £83,000, you must apply for VAT           

registration within 30 days. When you tally-up your sales once a year for your accounts, you may miss this 

30-day deadline. If your sales suddenly take off, you may be too busy to remember to register for VAT    

within 30 days. 

 

For this reason, you may wish to register for VAT earlier than needed.  Early registration also allows you to 

claim back VAT on your start-up expenses. You can reclaim VAT on services used within the six months   

before your VAT registration date, and on goods acquired within four years before that date (if they are 

still held at the date of registration). The VAT paid on an expensive shop refit could be lost if you delay VAT 

registration too long. 

 

You can't change the VAT registration date requested once you've applied to register. It's very important 

to plan ahead for your VAT registration, to ensure the registration date falls at the optimum time for your 

business. 

 

A complication applies if you sell digital services (such as eBooks or software) to non-business customers in 

other EU countries. You are supposed to register for VAT in the countries where those customers belong, 

even if you make only one sale.  

 

To avoid dealing with the tax authorities of up to 27 other EU countries, you can deal with the overseas 

VAT through VAT MOSS (Mini One Stop Shop) on the gov.uk website. We can help you with this. 


