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HMRC Demands More Data

HMRC has confirmed that requirements to report additional
information will come into effect from the 2025-26 tax year

or possibly a later period.

HMRC has set out its intention to
collect data relating to trade sectors;
locations; occupations; hours worked;
shareholdings and dividends paid; and
self-employed trading dates.

Draft legislation has now been released
that provides for regulations to adjust
the personal tax return to collect the
relevant data. The draft indicates that
the new regulations will take effect for
periods beginning in 2025-26.

The employee working hours data will
be reported by employers for each pay
period on RTI returns, extending the
existing requirements to give a less
specific indication of hours worked.
This will allow HMRC to track the
accuracy of tax credit claims and also
police minimum wage legislation more
accurately.

Self-employed start and end dates

are already requested on the self-
employment pages of the tax return, so
the only change will be to mandate the
completion of those boxes. If they are
not completed in the future HMRC will
be able to impose a flat £60 penalty.

A clear definition of when a trade or
letting business starts and closes for
tax purposes will be essential for the
smooth operation of MTD ITSA which is
also due to come in to force in 2026.

Hailsham | Brighton

HMRC has not been clear about why

it will need a breakdown of dividend
income between that generated from
the taxpayer’s own company and
dividends from other sources. As

the taxpayer must also report what
percentage of the company’s shares

is held by the individual, it seems
reasonable to assume that this may

be a further analysis tool relating to
personal service companies which may
not be applying the IR35 rules correctly.

The Government has also confirmed
that it will not require businesses to
provide data on the industry sectors
in which they operate or their worker
occupations, mainly due to the
difficulties in fitting real businesses
and job descriptions into pre-defined
boxes. However it will explore how to
collect business location data as part
of the new digitised business rates
system. Businesses will not be required
to provide this information on their tax
returns.

We will of course continue to work
with you to ensure the accuracy and
completeness of all submissions to
HMRC in relation to payroll, personal
and corporate tax returns now and in

the future as these rules are introduced.
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Pensions Update - Income

Tax for Beneficiaries

In Spring Budget 2023 the Chancellor announced a
welcome change to the tax treatment of pensions -
the scrapping of the Lifetime Allowance (LTA).

The LTA stood at £1,073,100 when the
process began on 5 April 2023 with the
removal of the LTA charge. This means that
withdrawals can now be made from pensions
in excess of the LTA without being subject to
the previous rates of 55% for lump sums and
25% for regular drawdowns.

However the policy document subsequently released in
July revealed a less favourable amendment.

Under current rules if a person dies under the age of 75
the beneficiaries can inherit their ‘uncrystallised’ — un-
accessed — pension pot tax free. It is often used as a
mechanism for succession planning; putting money into
retirement savings rather than other investments means
it will fall outside your estate on death.

According to the policy document, this valuable
exemption looks set to disappear.

Under the proposed changes such uncrystallised

lump sums would: ‘be counted towards the deceased
member’s lump sum tax free limit, and the excess will
be taxed at each beneficiary’s marginal rate’. The tax
free limit has been set at £1,073,100 — the same as the
abolished LTA.

The policy document also reveals that uncrystallised
pension funds used to purchase annuities or drawdown
funds will no longer be tested against the LTA and
instead will be subject to income tax at the beneficiary’s
marginal rate.

If you have recently inherited a pension you should
seek financial advice as you may be better off taking the
whole amount out as a lump sum.

Nationwide Building
Society Bonus

The Nationwide Building Society has paid
what is described as a ‘fairer share’ of
£100 each to around three million of its
customers.

To qualify for this payment the customer must
have held a qualifying current account plus
either a savings account (including ISAs) with
a balance of at least £100 or a mortgage with
the building society owing at least £100 as at
Sl 828

Nationwide has described this pay-out as a profit
distribution to members but it is not treated as a dividend
for tax purposes as it is not paid in respect of shares
held. It is in fact normal bank interest, with no tax
deducted at source and must be included on tax returns
accordingly.

In most cases this extra income will be covered by the
taxpayer’s personal savings allowance of £1,000 for
basic rate taxpayers or £500 for higher rate payers.
Additional rate payers and those with interest income in
excess of the personal savings allowance will have a tax
liability as a result of receiving the £100.

When advising us of your income ahead of us
completing your self assessment tax return please
ensure that you tell us if you have received this £100
windfall.




Influencers Subject to Tax

on Non-Cash Gifts

There is currently no legislation specifically

targeted at social media influencers, however

the fast-growing industry is very much on
HMRC'’s radar.

Earlier this year HMRC sent nudge letters to
thousands of influencers as well as gamers
and online traders on sites such as Etsy and
Facebook Marketplace to remind them that
they should be paying tax on their earnings.

Where receipts are in the form of cash in return for
goods; advertising revenue from YouTube hits; or
paid-for-posts they are clearly taxable earnings and, if
above £1,000 in total in a tax year, should be declared
to HMRC via self assessment. But what if instead of
cash you are paid for your services as an influencer with
freebies such as the latest trainers or a luxury holiday?

These so-called gifts are sent by brands hoping for
content in return. This can range from a brief favourable
mention of the product to gushing Instagram posts and
even promotional videos.

The latter is less ambiguous — there is usually a contract
in place specifying the required output and the ‘gifts’
would be seen as payment-in-kind for advertising and
should be declared as income.

A greyer area surrounds the sending of gifts to social
media stars with no obligation to share promotional
content. The question then is whether the recipient

is carrying on a trade. For influencers that carry on
promotional activity as a sole trader the receipt of a free
item, even though badged as a gift, is likely to be seen
by HMRC as a barter transaction, or consideration.

Put simply, if you are creating content with a view to
making a profit then this is trading and the earnings

— whether cash or non-cash items — are taxable. The
amount of income to be recognised should be based on
the cash value of the item.

Relaxation of Rules on
Self Assessment for
Child Benefit

In families where child benefit is claimed, it
is important that the individual or couple
receiving the child benefit keeps a close eye
on their income level.

If the higher earner has income of more

than £50,000 some or all of the child benefit
received will need to be repaid. For many
higher earners it may be simplest to register
for child benefit but then elect not to receive
any money. We can help you decide whether
that is the best route for you.

Those in receipt of child benefit who need to repay under
the high income child benefit charge (HICBC) rules
have, until now, had to complete a self assessment tax
return but ministers have said that in the future that will
not be necessary.

Instead the money will be reclaimed via the individual’s
PAYE tax code.

This may take some people out of self assessment
altogether and should increase the number of people
correctly paying the HICBC who had previously failed to
appreciate their responsibility.




Merged R&D Relief Scheme

If your company undertakes research and

development (R&D) you will usually benefit from

generous tax relief.

HMRC has published draft legislation for a
new merged R&D scheme which would unify
the existing R&D expenditure credit (RDEC)
which currently applies to large companies
and the small or medium entity (SME) relief
schemes.

The merged scheme will offer a taxable credit based on
a percentage of R&D expenditure. This will be at 20%
in line with the recent increase in the RDEC credit from
13% to 20%.

Subcontracted services

Under the current RDEC scheme, services contracted
out to another individual or company do not attract
relief except in very limited circumstances. The draft
legislation allows for a more generous approach to
subcontracting, closer to the SME rules.

Subsidised expenditure

According to the draft legislation, expenditure will not
qualify for relief if the R&D project is subsidised in any
form. This could have significant consequences for
many research entities who rely heavily on grants.

The legislation is currently in draft form with an
announcement anticipated in the Autumn Statement
and changes expected to come into force from April
2024. It is likely that the changes will have significant
implications for most if not all businesses involved

in R&D so taxpayers should start preparing for the
proposed changes as soon as possible.

We can help you work out what the changes could
mean for you.

Deadline Extended
for Voluntary NIC
Payments

HMRC has given taxpayers an extra two
years to plug any gaps in their NIC record
from April 2006.

The deadline for making voluntary
contributions has been extended from 5 April
2023, as previously reported, until 5 April 2025.

The deadline was first extended to 31 July 2023 and
HMRC reports that tens of thousands of people have
opted to make voluntary contributions since then.

You normally need 35 complete years of NIC (payments
or credits) in order to receive the maximum state
retirement pension and at least ten complete NIC years
to receive any state retirement pension. Ordinarily,
individuals can make voluntary contributions to fill in
missing weeks for the previous six years but HMRC

is currently accepting voluntary payments for gaps
between April 2006 and April 2017. Paying voluntary
contributions will not necessarily increase your state
pension, so taxpayers are encouraged to check their
NIC record and state pension forecast on GOV.UK
before deciding whether to fill the gaps.

You now have more time to consider whether making
voluntary contributions to boost your state pension
entitlement is right for you. We can help you check how
much NIC you have paid.

Extending the deadline gives people more time to
spread the cost of filling in the gaps, allowing many
more to significantly boost the amount of state pension
they are entitled to. Voluntary NIC payments will be
accepted at the rates applicable in 2022/23.




How to Increase your Profit

In business, your profits are your reward for your
endeavours. In fact, profitability is one of the essential
measures of a business’ success. Profits are the very
lifeblood of a business. They fuel growth, support

the owners, provide for the well being of the staff,
and ultimately determine the success or failure of the
business. So how can you increase your profits?

Gross profit

The objective is either to expand sales income while
controlling direct costs, or reduce direct costs to increase
gross profit.

You should ensure that:
A You know your market and your competitors

A Your product knowledge is complete and you are
technically able in all aspects of the business

A Your service is of high quality, delivered on time and
according to specification

A You take advantage of cost-effective means to
increase sales - consider recommendations,
promotions, leaflets, press releases, and adverts

Warning - Be wary of dropping prices to boost
sales. The increased volume may not be
sufficient to cover the reduced gross profit
margin

A Your direct costs are kept to an absolute minimum.
Look carefully at material and labour costs, as well
as production methods. Be flexible and innovative in
seeking more cost-effective solutions

Warning - Before changing your supplier, consider
the level of service you are receiving as well as the
cost

A If you charge a rate for a job it is important to ensure
that you use your working time effectively. On
average, a self-employed trader should endeavour to
charge for 35 hours per week. Keep a timesheet so
you can monitor and adjust your use of time

Overheads

You should aim to keep costs under your control:

A Expenses - Keep your business expenses to an
absolute minimum, and ensure that any additional
overheads you assume result in increased
profitability/efficiency

A Increasing your overheads - Are you satisfied that
for all new overheads you have reviewed the market
to establish where to place your orders? Reliability
and backup service are important factors to take into
account. The cheapest may not be the best for your
business

A Where assets are acquired on finance - Be sure
to obtain quotations for your finance from your
suppliers, your bank, and a finance company. Check
with us to see if your finance costs could be reduced

A Reviews - Many businesses could benefit from a
regular review of their telephone and insurance costs.
Even bank charges can often be reduced

A Credit - Control your credit account customers
closely to avoid bad debts

Summary

You must be aware of your income and expenditure.
Proper books and records are essential for monitoring
the trends and patterns in your business.

It is not necessary to produce a full profit and loss account
every month, rather select the key factors that will best help
you understand how you are doing, e.g. chargeable hours,
sales volume, wastage, and materials used. Compare
these figures with previous months, and with your targets.

Do call us if you would like further help or advice on this
subject.




72 Holes of Golf in One Day

Watson Associates Fundraiser
for Children With Cancer

Fund (Polegate)

On the 19th June, four of our colleagues - Steve Moore,
Alex Hughes, Chris Ayling and Phil Cottington took part
in the Longest Golf day Cooden Beach Golf Club. They
teed off at 5am and played 4 rounds of golf back to

back (72 holes) in aid of the Children With Cancer Fund
(CWCF). They played through until 9pm and raised a
total of £3,233 for a worthy cause. Donations from clients,
colleagues and friends were all gratefully received.

CWCEF is a local charity raising money to grant wishes to
children and their families, who have or have had cancer.

New members to the
WA team

Over the last few months we have had the good fortune to
be able to add to our dedicated team of professionals. Here
are the names of our new members of staff who you may
have contact with from time to time - may we introduce:

Sabina Mason Trainee Accountant
Henry Hemmett Trainee Accountant
Jane O’Dell Accountant

Helen Lawrence Bookkeeper
Rachel Tate PA to John Males

Upcoming Dates
for your Diary

31 October 2023 e Paper income tax self assessment
returns for 2022/23 must be
filed for individuals, trustees and
partnerships which include one or
more individuals if the taxpayer’s
circumstances do not fall within one
of the exclusions.
e If HMRC has not already issued
a notice to file a 2022/23 self
assessment income tax return, the
return must be filed within three
months from the date of the notice,
whether the return is electronic or
paper.
e An individual who submits a paper
self assessment return for 2022/23
must do so by 31 October 2023 if
they wish HMRC to collect the tax
due through their future PAYE code.

2 November 2023 e Employers must submit Form P46
(Car) to report cars first provided
during the quarter to 5 October
2023.

30 December 2023 e Last day for a person to submit an
electronic self assessment return
for 2022/23 if they wish HMIRC
to collect the tax due through
their future PAYE code where the
taxpayer owes less than £3,000.

Insofar as the Law and ACCA Rules allow, Watson Associates disclaim any
representation as to the accuracy or reliability of the information highlighted in this
publication. Watson Associates will not be liable (whether in negligence or otherwise)
for any loss or damage suffered from relying on the content of this publication. This
publication does not purport to contain all relevant information. Readers should not rely
on its content but should make their own assessment and seek professional advice
relevant to their circumstances.




