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Welcome to our monthly tax newsletter
designed to keep you informed of the latest
tax issues.

We hope you enjoy reading the newsletter;
remember, we are here to help you so
please contact us if you need further
information on any of the topics covered.

Best wishes

Liz Elliott, Tax specialist

Guidance from HMRC on the new Seed
Investment Scheme (SEIS)

This new, heavily tax based investment
opportunity is attracting plenty of attention. This
is hardly surprising considering that the scheme
offers income tax relief at a fixed 50%, plus
capital gains tax exemption if you reinvest the
amount of the gain into an SEIS investment.

We can advise prospective investors and
companies looking for funding, and we have
now received useful guidance from HMRC to
help ensure that the requirements for tax relief
are met. As you can imagine (given the size of
the tax breaks), important conditions need to be
met and great care is needed when considering
any SEIS investment.

If a company wants to raise funds via SEIS, we
can contact HMRC to ask whether the
company’s line of business qualifies (as not all
of them do unfortunately). A company can raise
a maximum of £150,000 for a new trade, and an
investor can own a maximum of 30% of the
shares (including those owned by some relatives
and other people connected with them).
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The Real Time Information system for PAYE
This revolutionary development in the PAYE
system will involve many fundamental changes. If
you do your own payroll you need to be up to
speed with what RTl is all about.

For every occasion that an employee is paid, the
details must be reported to HMRC. The idea is
that it will make it much easier to ensure the right
amount of tax and national insurance is paid at
the right time. This in turn will reduce the need for
end-of-tax-year reconciliations.

Cynics argue that the new system is coming in so
that the new universal credit benefit system (due
in October 2013) will work from up-to-date
earnings information. RTI should give cost
savings to employers in due course, but there will
be initial costs of switching to the new scheme.
Payrolls for domestic staff will no longer be able
to use a simplified scheme, meaning extra
complications. Moreover, an employee paid less
than the lower earnings level (so no NICs) must
have their earnings reported, unlike under the
current system.

Savings in completing forms will arise, as no
annual form P35 or P14s will be needed, but
forms P60 and P11D will still be with us.

All employers will have to switch to RTI by
October 2013, but most will be able to do so by
April 2013. Now is the time to address the issue
by reference to your own circumstances, unless
we handle your entire payroll for you. If you are
what the EU calls a “micro employer”, meaning
that you have less than 10 staff, you will have to
use RTI without any concessions to reflect the
number of employees in the business.

Please contact us for full assistance.
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New HMRC tracker service

If you are an employee, or you pay tax on a
company pension through PAYE, you can use the
new HMRC tracker service to check how long it will
take HMRC to:

e pay your income tax refund

e reply to your general income tax enquiry

e provide a copy of individual information,

such as your tax code or pay and tax details

e send you HMRC forms or stationery
Whilst as your agent we will normally use this
tracker system on your behalf and for our mutual
benefit, you can use it yourself where you have
been in touch with HMRC direct.

Patent box tax reliefs

Following the launch of the patent box, HMRC have
published a guide advising UK companies about
how they can pay less tax on profits generated from
their patented inventions. From April 2013, any
profits from inventions that are protected by a UK
patent will be taxable at a significantly lower rate of
corporation tax. The relief will be phased in from
April 2013, starting at around 15% and falling to
10% by 2017.

In order to receive the tax break, companies must
own or exclusively license-in the patents and must
have undertaken qualifying development on them.
The much-publicised rate of 10% will not actually
apply until 2017. Instead, the tax rate that will apply
to qualifying profits in the coming financial year will
be 15.2%. The tax reduction will be tapered, so the
10% rate will only apply to 60% of the qualifying
profits in 2013/14, rising to the full 100% of profits in
2017. Whist clearly of limited interest to many
companies, the size of the tax relief means that all
opportunities need to be properly identified.

Child Benefit changes for Higher Earners

The Government has announced how Child
Benefit will be withdrawn for high earners.

There are changes to the original proposals
and possible chaos in the making as Child
Benefit payments will be clawed back from the
highest earner in a household by an annual
income tax charge - Instead of a reduction in
payments to the carer.

How it affects you

/ If either you or your partner earn over
£60,000 you will lose child benefit in full.

/ If both you and your partner earn under
£50,000 a year you will keep all of your child
benefit payments.

/ 1f you or your partner earn between £50,000
and £60,000 you will lose 1% of your child
benefit payments for every £100 you earn
above the £50,000 threshold

E.g.You earn £55,000 you will lose 50% of
your child benefit.

/ If both you and your partner earn over
£50,000, the additional Income Tax charge will
be applied to whoever earns the most,
regardless of who the child benefit is paid to.

Important to know.... Your child benefit
payment will NOT stop!!!

Even if you earn over the £60,000 threshold
(therefore losing your child benefit in full) the
primary carer will continue to receive
payment as normal.

The Government will then take the equivalent
value back through an additional Income Tax
charge from the higher earner — collected either
via the self assessment tax return or the PAYE
code (for those in employment).
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When do the changes come into force? Essential tax dates and deadlines

The changes will be implemented on 7" 1 October

January, 2013. HMRC will write to all taxpayers Due date for payment of Corporation Tax for

who are potentially affected with further period ended 31 December 2011.

guidance in the coming weeks.
5 October
Individuals/trustees must notify HMRC of
new sources of income/chargeability in

payment as possible? received.

14 October
Due date for income tax for the CT61
guarter to 30 September 2012.

By reducing your taxable income!! There is not
a ‘one size fits all approach’ to this, but there
are a number of ways we can help, so contact

us to discuss your situation and how we can 19/22 October
help you. Quarter 2 2012/13 PAYE remittance due.
31 October

Deadline for paper submission of 2012 Tax
Return without incurring penalties.

For more key tax dates and deadlines visit
our 2012/13 Tax Calendar

Liz Elliott

68 Argyle Street

Birkenhead

Wirral

CH41 6AF

T: 0151 647 6681

E: enquiries@mcwallace.co.uk

Please contact Liz Elliott, Tax specialist, if you
would like to discuss any of the issues raised.

www.mcwallace.co.uk

Chartered Accountants & Business Advisers Wealth Management Payroll Bureau Taxation



http://www.mcwallace.co.uk/resources/tax_calendar.htm

