INHERITING A TAX LIABILITY

ACCOUNTABILITY

It is a common misconception that if you receive an inheritance it has to be declared on your selfassessment tax return. It doesn’t. But income you receive from an estate must be reported.
Example: Jan’s mother died in October 2009 leaving an estate worth £600,000 after inheritance
tax. It was split equally between Jan and her two sisters. It took the executor nearly a year to
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sell off all the assets and share out the cash. As is typical, the money arrived in dribs and drabs.
C H A R T E R E D A CCO U N TA N T S

In total they each got £206,000. The extra £6,000 came from interest, dividends etc the executor

THE BUDGET

earned on the investments while they were sorting out the estate. Jan and her sisters don’t
have to declare the £200,000 but they must show the £6,000 as income on their tax returns.

Last month’s Budget contained few
announcements that will be important to
individual taxpayers or the small business
sector. Tax and National Insurance contribution
rates for 2010/11 had already been set by
earlier Budget and Pre-Budget Reports and
were merely confirmed. Furthermore, for
anyone earning less than £100,000 a year, they
are largely unchanged from 2009/10. It was
also confirmed that the main rate of capital
gains tax will remain 18 per cent for 2010/11
and the entrepreneurs’ rate 10 cent, the only
surprise being that the lifetime ceiling on gains
qualifying for entrepreneurs’ relief was doubled,
to £2 million, with effect from 6 April 2010.

Edinburgh Marathon

Executor’s responsibility
The executor should tell you what figures you need to report, and which year’s tax return they
should be declared on. There’s a special form designed for the job that will give the beneficiaries
all the information they need; it is called an R185 (Estate Income). The executor should give you
one of these forms if they distribute money from the estate that includes some income, and
again when they’ve finished administering the estate, even if they haven’t paid out any money.
But many executors are laymen and aren’t aware of the existence of R185s.

To celebrate the passing into old age and
qualification for SAGA holidays, Jim McEwen
has decided to run the Edinburgh marathon on
23rd May 2010. He has undertaken fundraising
for Alzheimers Scotland and anyone wishing to
make a donation can do so by going online to
www.justgiving.com/Jim-McEwen or sending a
cheque payable to Alzheimers Scotland.

If you are a beneficiary of an estate and have received a distribution from it, ask the executor for
a Form R185 straightaway.
Even if you haven’t received any money check with the executor soon after the end of each tax
year (April 5) whether the estate was administered before the year ended. If so, then they must

Capital allowances for machinery and vehicles

prepare an R185 for you.

The Budget did however double, to £100,000,
the annual ceiling on purchases of machinery
and commercial vehicles which qualify for
the 100% Annual Investment Allowance.
The increased ceiling came into effect from
6 April 2010, or 1 April 2010 for companies.
However, it is important to understand how
this applies where the trader’s or company’s
accounting year straddles those dates. This is
best explained by way of an example:

You must enter the R185 figures on the additional tax return pages SA107 “Trusts etc”. HM
Revenue & Customs have made this an easier job by numbering the sections of the return page
SA107 to correspond exactly with the R185.
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If you don’t complete an annual tax return, check whether the income from the estate will

If anyone would prefer to receive our newsletter

create a tax liability for you. If you are unsure check with us, it could save you from being
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update our records.
s

from estate

I certify that
(Name and

addr

Your uniq
ue taxpayer

Income fro

Read the

m trusts and

notes on

pages TN

Discretion
1

Net amount

£

taken off

decea

ect.

below is corr
utor

of exec
Signature
rator
or administ

me for the

inco
ary’s estate

The benefici

year ended

consisted

5 April 20

of the

me)
(see
types of inco
tax rates and

|
|
|

£

7.13

basic rate
£

7.16

lower rate
£

7.19

rate

dividend

non-rep

£

7.25

lower rate
-repayable

non

7.28

7.23

|
|
|

£

|
|
|

ign

Total fore

7.31

ign tax cred

ch fore
tax for whi

ed

£

£

claim
it relief not

£

0 0

|
11
|
|

Net amount

0 0

£
6

of dividend

income –

after tax take
n off

0

•

0
If you have
included in
your tax retu
or settleme
rn income
nts whose
from trus
trustees are
for tax purp
ts
not resident
oses, put
in the UK
'X' in the box

12

•

0

£

•

13

0

•

Non-savings

£
–

14

•

income paid

Savings inco
me

£

0

0
Net amount
of non-sav
ings income
after tax take
taxed at trus
n off
t rate

15

–

0

0
Net amount
of savings
income taxe
after tax take
d at trust
n off
rate –

0 0

gross
•

paid gross
•

This newsletter deals with a number of topics

0 0

0 0

Additional
tax paid by
the trustees
insurance
on certain
policy etc.
UK life
gains – read
page TN 2
of the note
£
s
•

0 0

which, it is hoped, will be of general interest

£

|
|
|

•

Turn over
BS5/03

for income

from the

0 0

estates of

deceased

persons

SA107 201

Tax return:

Six months October 2009 to March 2010:
6/12ths of £50,000
£25,000

C H A R T E R E D A CCO U N TA N T S

Net amount
of dividend
income taxe
trust rate
d at divid
– after tax
end
taken off

to clients. However, in the space available it is

0

Income)

FINLAYSONS

3 befo

£

£

sted trusts

tlors

2 and TN

•

settlor-intere

•

5

0 0

£

10

7.30

£

after tax take
n off

0
Net amount
of dividend
income taxe
after tax take
d at divid
n off
end rate

9

ents from

st

£

|
|
|

£

pages TN

st

Total paym

from a tru

£

|
|
|

£

rgeable on
set

notes on

.

taken off

0
Net amount
of savings
income taxe
after tax take
d at basic
n off
rate –

8

|
|
|

7.27

|
|
|

income –

e sections

2

itlement

– after tax
•

of savings

A company makes up its accounts to 30
September annually. For the six months 1
October 2009 to 31 March 2010, the ceiling
on expenditure qualifying for the Annual
Investment Allowance remains £50,000. For the
whole year 1 October 2009 to 30 September
2010, the maximum qualifying expenditure is
calculated as follows:

il 2010

(UTR)

resident tru

re complet
Net amount
ing this sect
of non-sav
ion.
ings income
after tax take
taxed at basi
n off
c rate –

7

|
|
|

£

7.24

|
|
|

£

7.29

d rate

R185(Estate

|
|
|

£

7.26

le dividen

non-repayab

Read the

|
|
|

7.21

income ent

ings income

Income cha

£

7.18

|
|
|

£

7.20

|
|
|

£

7.22

c rate
ayable basi

income:

7.15

|
|
|

£

7.17

|
|
|

|
|
|

etionar y

of non-sav

•

ount

£

7.14

|
|
|

£

Taxable am

Tax paid

ble

eiva
Income rec

ed at:
Income tax to 6f overleaf for
Notes 6a

deemed
following

Net amount

/

/

Date

Net amount

£
4

estate of
ary of the
is a benefici sed person)
tion
The informa

3

/

/

Date of
death

pleting thes

from a UK

0 0

•

Non-discr

(Name of

2 before com

e payment

– after tax

reference

Trusts etc.

9 to 5 Apr

settlements

1 and TN

ary incom

Address

Postcode

April 200

e

Full name

ficiary)
ess of bene

Tax year 6

Your nam

d person
of a decease
the estate
and
income from eficiary in that year
aries about
ben
ise benefici
paid to the
form to adv estate if a ‘sum’ is
this
use
rs:
ed.
bers
ration of the
is complet
dministrato
The box num
the administ ration of the estate
Executors/a
repayment.
year during
inist
ing a tax
ch the adm
• for each
rn or claim
year in whi
a Tax Retu
Tax Return.
if making
• for the
page of the
refer to it
Trusts etc.
form and
bers on the
keep this
s:
num
iarie
box
Benefic
r to the
below refe
7.13 to 7.31

Trusts etc:

Page T 1
HMRC 12/0

9 net

impossible to mention all the points which may

PERTH OFFICE

CRIEFF OFFICE

4 Albert Place, Perth PH2 8JE

15 High Street, Crieff PH7 3HU

Tel: 01738 626163 Fax: 01738 440485

Tel: 01764 654044 Fax: 01764 655487

Email: info@finlaysonsca.co.uk

Email: info@finlaysonsca.co.uk

be relevant in individual cases, so please contact
Registered to carry on audit work and regulated
for a range of investment business activities by the
Institute of Chartered Accountants of Scotland

us for personal advice on your own affairs.

PA RRTTNNEERRSS Alasdair
PA
Alasdair
P. R.
P. Brown
R. Brown
C.A.C.A.Leslie
Leslie
J. Findlay
J. Findlay
C.A. C.A.
JamesJames
H. McEwen
H. McEwen
F.C.C.A. F.C.C.A.
Sandra C.
Sandra
Paterson
C. Paterson
C.A. A SC.A.
S O C IAAT
S SE OJeremy
C I AT J.E McDonagh
Jeremy J.F.C.C.A.
McDonagh F.C.C.A.

C O N S U LTA N T S David S Crosbie C.A. John E Rae C.A.

ACCOUNTS PREPARATION · REGISTERED AUDITORS · BUSINESS TAX CONSULTANTS · PERSONAL TAX CONSULTANTS · FINANCIAL PLANNING ADVICE

Design and Print by Farquhar and Son Ltd., Perth Tel: 01738 624173

of income

Statement

Six months April to September 2010:
6/12ths of £100,000
£50,000
Total

£75,000

Finally, suppose that in the six months to March
2010 the company had already spent £30,000
on purchases of machinery and commercial
vehicles. In the six months to September 2010,
further purchases of up to £45,000 would
qualify.
Security for PAYE remittances
With effect from 6 April 2011, HMRC will be
able to require employers to provide security
against payment of monthly or quarterly
PAYE remittances. This will only apply where
the employer has a history of late or nonpayment and will work in a similar way to the
current requirement to provide security for VAT
payments. It is likely to require an employer to
lodge security, in the form of a cash deposit or
a bank guarantee, for the next four months’ or
two quarters’ remittances.

C H A R T E R E D A CCO U N TA N T S

than 10 per cent. Thirdly, there is also a VAT
scale charge payable by the company, which
from 1 May 2010 will increase by between 12
and 20 per cent.
The recent increases mean that it is unlikely to
be tax-efficient for a company to pay for fuel
for private motoring unless the employee or
director covers a high private mileage (overall
mileage is irrelevant). The alternatives are:
•

For the employee or director to pay for
all the fuel used in the company car, but
then claim a mileage allowance from the
company for business journeys.

•

For the employee or director to pay for all
the fuel used, but then claim a proportion
from the company (for example, if total
mileage was 5,000 of which 3,000 was for
business journeys, he or she would claim
3/5ths of the total expenditure on fuel).

•

For the company to continue to pay for
the fuel, but for the employee or director
to pay a mileage charge to the company
for private journeys.

•

For the company to continue to pay for
the fuel, but for the employee or director
to reimburse the proportion of total
fuel purchases attributable to private
motoring.

Value Added Tax
There are small increases in the registration and
deregistration thresholds – with effect from
1 April 2010, registration is compulsory once
annual turnover exceeds £70,000 (previously
£68,000) and deregistration is permitted if the
trader can show it is reasonable to expect that
his turnover for the next twelve months will fall
below £68,000 (previously £66,000).
Where a company car driver (including the
director of a small private company) has his or
her petrol or diesel for private motoring paid
for by the company, three tax charges arise.
First, there is an income tax benefit-in-kind
charge payable by the employee or director
– in most cases, the year-on-year increase,
from 2009/10 to 2010/11, is more than 10
per cent. Second, there is an additional Class
1A National Insurance contribution payable
by the company – this is calculated in the
same way as the income tax benefit-in-kind
charge, so again the year-on-year increase
from 2009/10 to 2010/11 is typically more
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For self-employed people, only the VAT scale
charge applies, but the tax at stake can still be
significant. Overall, the choice will not be easy
to make, as the calculations are in fact more
complex than the above brief summary might
suggest, and one has to take into account
not only the best tax outcome, but also the
administrative practicalities. Nevertheless,
we would recommend all clients running
company cars to review their policies with our
assistance, if they have not recently done so.
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PAYE ADMINISTRATION FOR EMPLOYERS

VALUE ADDED TAX

Two major changes in the PAYE Regulations are about to come into force. Firstly, virtually all employers will be required to file their PAYE end-of-year
Returns for 2009/10 and future years online – hitherto, online filing has been a requirement only for firms employing 50 or more people. The very few
exceptions cover people with a genuine religious objection to using electronic communications and some (not all) employers of nannies, domestic staff
or personal carers.

With effect from 1 April 2010, all traders (except those registered before

FINLAYSONS

However, for this year only, there will be no penalty where an employer with five or fewer employees files a traditional paper Return. This means no more
than five names on the Form P35, not the maximum number of people
one time.
C H A R T E R employed
E D A C C O U N T Aat
N T any
S
An employer with between 6 and 49 employees (again, counting every name on the Form P35) will be subject to a fine of £100 if he or she files a paper
Return, rather than filing online. Where the employer has 50 or more employees, the fine for failing to file online will be at least £600, rising in stages to
£3,000 where he has a thousand or more.

1 April 2010, with a turnover below £100,000) are required to file their
VAT Returns online and pay their tax by electronic transfer. At the same
time, new rules came into force to determine the time at which VAT

FINLAYSONS

payments made by cheque are received by HMRC – these apply
even
C H A R T E R E D A CCO U N TA N T S
to small traders not required, under the new Regulations, to make their
payments electronically. Shortly put, until now, a payment made by
cheque has been treated as made on the day the cheque was received

Any such fine will be levied in addition to any penalty due for late filing – the filing date for 2009/10 Returns is Wednesday, 19 May 2010, but in practice
a week’s grace is allowed. Thereafter the late filing penalty is £100 a month if the employer has no more than 50 employees, £200 a month if he has no
more than 100 employees, and so on.

by HMRC. But in future, it will not be treated as made until cleared funds

If you are filing online for the first time, it is more important than ever not to leave the job until the last minute, as the registration process includes
waiting for HMRC to send you a User ID and Activation PIN by post, which typically takes up to a fortnight.

class on a Thursday and received and banked the following day (Friday),

Please contact us if you need any help organising online filing, or would like us to file on your behalf.

date was, say, Monday, the payment would count as late for VAT Default

have been credited to HMRC’s account – usually three working days
after it is banked, but it may be longer. Thus if a cheque is posted first
the payment will be treated as made the next Wednesday. If the due
Surcharge purposes.

New penalties where PAYE remittances are late
Secondly, there will be a system of penalties where monthly or quarterly PAYE remittances are not made on time. This will apply from the payment due
for the month to 5 May 2010, or for the quarter to 5 July 2010. The level of the penalty will depend on the number of times a payment is late in a tax
year:
		

Once only		

No penalty

		

2, 3 or 4 times		

1% penalty

		

5, 6 or 7 times		

2% penalty

		

8, 9 or 10 times		

3% penalty

		

11 times or more		

4% penalty

NEW VAT PENALTY REGIME
With effect from 1 April 2010, HM Revenue & Customs have introduced a

on any error, the error should be corrected on the next VAT Return and

new penalty regime.

the Adjusted in VAT Return box should be ticked on the Notification of

You will now be able to correct errors of up to £10,000 (previously £2,000)

As these penalties can be considerable, we would suggest you contact us

on your next VAT Return.

The penalty will be charged not only on PAYE tax but also on:

However, simply correcting an error on the next Return is no longer

Employer’s and employees’ National Insurance contributions
Student loan repayments deducted from employees’ remuneration

Error form.

if you are unsure of how and when to correct errors.

regarded as an unprompted disclosure, and as such any future VAT

The penalties are also likely to be considered deliberate, or worse

visit would look to apply a penalty of between 15% and 30% on this

deliberate and concealed if Customs discovers you have been advised

Tax deducted under the Construction Industry Scheme

disclosure if a separate Notification of Errors on VAT Returns form is not

of errors, either by ourselves or other sources, and no attempt has been

The percentage is of the total paid late in the year, excluding the first late payment. So if the remittances for five months were paid late, the penalty would
be 2% of the total remittances for the second to the fifth of those months.

completed.

made to correct them.

Where remittances are made quarterly, there will be only four remittances for the year, and so the penalty will be capped at a maximum of 1%.
An important point to note is that penalty notices will not be issued until the end of the tax year (April or May 2011). HMRC say that they may issue a
warning letter the first time a payment is made late, but they will not be issuing late payment notifications on a month-by-month basis. A liability may
therefore accumulate over the year without being brought to the employer’s attention.

The penalty is a percentage of any extra tax due – the table shows the rates.

It is essential that such forms are now completed for all VAT errors to
reduce the potential penalty to 0%. To avoid interest being charged

The new penalties are as follows:

However, an employer in temporary financial difficulties who has reached (and keeps to) a ‘time to pay’ agreement with HMRC’s Business Payment
Support Service will not be charged penalties on the late payment of any tax, etc, included in that agreement. Accordingly, it is important that an
employer who foresees difficulties contacts the BPSS before the due date for the next PAYE remittance.
Where any payment is made six months late or more, there will be an additional penalty of 5% of that payment,
rising to 10% if payment is a year or more late.
There will be a separate penalty system for Class 1A and Class 1B National Insurance contributions
(on benefits-in-kind and PAYE Settlement Agreements respectively) – but note that as the
new régime applies only to remuneration for 2010/11 and future years, Class 1A and Class 1B
contributions for 2009/10 (due in July and October 2010 respectively) will not be affected. From
2010/11, the penalty will be 5% if payment is more than 30 days late, 10% if it is six months late,
and 15% if it is a year late.
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PAYE ADMINISTRATION FOR EMPLOYERS

VALUE ADDED TAX

Two major changes in the PAYE Regulations are about to come into force. Firstly, virtually all employers will be required to file their PAYE end-of-year
Returns for 2009/10 and future years online – hitherto, online filing has been a requirement only for firms employing 50 or more people. The very few
exceptions cover people with a genuine religious objection to using electronic communications and some (not all) employers of nannies, domestic staff
or personal carers.

With effect from 1 April 2010, all traders (except those registered before
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However, for this year only, there will be no penalty where an employer with five or fewer employees files a traditional paper Return. This means no more
than five names on the Form P35, not the maximum number of people
one time.
C H A R T E R employed
E D A C C O U N T Aat
N T any
S
An employer with between 6 and 49 employees (again, counting every name on the Form P35) will be subject to a fine of £100 if he or she files a paper
Return, rather than filing online. Where the employer has 50 or more employees, the fine for failing to file online will be at least £600, rising in stages to
£3,000 where he has a thousand or more.

1 April 2010, with a turnover below £100,000) are required to file their
VAT Returns online and pay their tax by electronic transfer. At the same
time, new rules came into force to determine the time at which VAT
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payments made by cheque are received by HMRC – these apply
even
C H A R T E R E D A CCO U N TA N T S
to small traders not required, under the new Regulations, to make their
payments electronically. Shortly put, until now, a payment made by
cheque has been treated as made on the day the cheque was received

Any such fine will be levied in addition to any penalty due for late filing – the filing date for 2009/10 Returns is Wednesday, 19 May 2010, but in practice
a week’s grace is allowed. Thereafter the late filing penalty is £100 a month if the employer has no more than 50 employees, £200 a month if he has no
more than 100 employees, and so on.

by HMRC. But in future, it will not be treated as made until cleared funds

If you are filing online for the first time, it is more important than ever not to leave the job until the last minute, as the registration process includes
waiting for HMRC to send you a User ID and Activation PIN by post, which typically takes up to a fortnight.

class on a Thursday and received and banked the following day (Friday),

Please contact us if you need any help organising online filing, or would like us to file on your behalf.

date was, say, Monday, the payment would count as late for VAT Default

have been credited to HMRC’s account – usually three working days
after it is banked, but it may be longer. Thus if a cheque is posted first
the payment will be treated as made the next Wednesday. If the due
Surcharge purposes.

New penalties where PAYE remittances are late
Secondly, there will be a system of penalties where monthly or quarterly PAYE remittances are not made on time. This will apply from the payment due
for the month to 5 May 2010, or for the quarter to 5 July 2010. The level of the penalty will depend on the number of times a payment is late in a tax
year:
		

Once only		

No penalty

		

2, 3 or 4 times		

1% penalty

		

5, 6 or 7 times		

2% penalty

		

8, 9 or 10 times		

3% penalty

		

11 times or more		

4% penalty

NEW VAT PENALTY REGIME
With effect from 1 April 2010, HM Revenue & Customs have introduced a

on any error, the error should be corrected on the next VAT Return and

new penalty regime.

the Adjusted in VAT Return box should be ticked on the Notification of

You will now be able to correct errors of up to £10,000 (previously £2,000)

As these penalties can be considerable, we would suggest you contact us

on your next VAT Return.

The penalty will be charged not only on PAYE tax but also on:

However, simply correcting an error on the next Return is no longer

Employer’s and employees’ National Insurance contributions
Student loan repayments deducted from employees’ remuneration

Error form.

if you are unsure of how and when to correct errors.

regarded as an unprompted disclosure, and as such any future VAT

The penalties are also likely to be considered deliberate, or worse

visit would look to apply a penalty of between 15% and 30% on this

deliberate and concealed if Customs discovers you have been advised

Tax deducted under the Construction Industry Scheme

disclosure if a separate Notification of Errors on VAT Returns form is not

of errors, either by ourselves or other sources, and no attempt has been

The percentage is of the total paid late in the year, excluding the first late payment. So if the remittances for five months were paid late, the penalty would
be 2% of the total remittances for the second to the fifth of those months.

completed.

made to correct them.

Where remittances are made quarterly, there will be only four remittances for the year, and so the penalty will be capped at a maximum of 1%.
An important point to note is that penalty notices will not be issued until the end of the tax year (April or May 2011). HMRC say that they may issue a
warning letter the first time a payment is made late, but they will not be issuing late payment notifications on a month-by-month basis. A liability may
therefore accumulate over the year without being brought to the employer’s attention.

The penalty is a percentage of any extra tax due – the table shows the rates.

It is essential that such forms are now completed for all VAT errors to
reduce the potential penalty to 0%. To avoid interest being charged

The new penalties are as follows:

However, an employer in temporary financial difficulties who has reached (and keeps to) a ‘time to pay’ agreement with HMRC’s Business Payment
Support Service will not be charged penalties on the late payment of any tax, etc, included in that agreement. Accordingly, it is important that an
employer who foresees difficulties contacts the BPSS before the due date for the next PAYE remittance.
Where any payment is made six months late or more, there will be an additional penalty of 5% of that payment,
rising to 10% if payment is a year or more late.
There will be a separate penalty system for Class 1A and Class 1B National Insurance contributions
(on benefits-in-kind and PAYE Settlement Agreements respectively) – but note that as the
new régime applies only to remuneration for 2010/11 and future years, Class 1A and Class 1B
contributions for 2009/10 (due in July and October 2010 respectively) will not be affected. From
2010/11, the penalty will be 5% if payment is more than 30 days late, 10% if it is six months late,
and 15% if it is a year late.
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INHERITING A TAX LIABILITY

ACCOUNTABILITY

It is a common misconception that if you receive an inheritance it has to be declared on your selfassessment tax return. It doesn’t. But income you receive from an estate must be reported.
Example: Jan’s mother died in October 2009 leaving an estate worth £600,000 after inheritance
tax. It was split equally between Jan and her two sisters. It took the executor nearly a year to
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sell off all the assets and share out the cash. As is typical, the money arrived in dribs and drabs.
C H A R T E R E D A CCO U N TA N T S

In total they each got £206,000. The extra £6,000 came from interest, dividends etc the executor

THE BUDGET

earned on the investments while they were sorting out the estate. Jan and her sisters don’t
have to declare the £200,000 but they must show the £6,000 as income on their tax returns.

Last month’s Budget contained few
announcements that will be important to
individual taxpayers or the small business
sector. Tax and National Insurance contribution
rates for 2010/11 had already been set by
earlier Budget and Pre-Budget Reports and
were merely confirmed. Furthermore, for
anyone earning less than £100,000 a year, they
are largely unchanged from 2009/10. It was
also confirmed that the main rate of capital
gains tax will remain 18 per cent for 2010/11
and the entrepreneurs’ rate 10 cent, the only
surprise being that the lifetime ceiling on gains
qualifying for entrepreneurs’ relief was doubled,
to £2 million, with effect from 6 April 2010.

Edinburgh Marathon

Executor’s responsibility
The executor should tell you what figures you need to report, and which year’s tax return they
should be declared on. There’s a special form designed for the job that will give the beneficiaries
all the information they need; it is called an R185 (Estate Income). The executor should give you
one of these forms if they distribute money from the estate that includes some income, and
again when they’ve finished administering the estate, even if they haven’t paid out any money.
But many executors are laymen and aren’t aware of the existence of R185s.

To celebrate the passing into old age and
qualification for SAGA holidays, Jim McEwen
has decided to run the Edinburgh marathon on
23rd May 2010. He has undertaken fundraising
for Alzheimers Scotland and anyone wishing to
make a donation can do so by going online to
www.justgiving.com/Jim-McEwen or sending a
cheque payable to Alzheimers Scotland.

If you are a beneficiary of an estate and have received a distribution from it, ask the executor for
a Form R185 straightaway.
Even if you haven’t received any money check with the executor soon after the end of each tax
year (April 5) whether the estate was administered before the year ended. If so, then they must

Capital allowances for machinery and vehicles

prepare an R185 for you.

The Budget did however double, to £100,000,
the annual ceiling on purchases of machinery
and commercial vehicles which qualify for
the 100% Annual Investment Allowance.
The increased ceiling came into effect from
6 April 2010, or 1 April 2010 for companies.
However, it is important to understand how
this applies where the trader’s or company’s
accounting year straddles those dates. This is
best explained by way of an example:

You must enter the R185 figures on the additional tax return pages SA107 “Trusts etc”. HM
Revenue & Customs have made this an easier job by numbering the sections of the return page
SA107 to correspond exactly with the R185.

EMAILS

If you don’t complete an annual tax return, check whether the income from the estate will

If anyone would prefer to receive our newsletter

create a tax liability for you. If you are unsure check with us, it could save you from being

by email then please let us know so that we can

charged interest and penalties.
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of income

Statement

Six months April to September 2010:
6/12ths of £100,000
£50,000
Total

£75,000

Finally, suppose that in the six months to March
2010 the company had already spent £30,000
on purchases of machinery and commercial
vehicles. In the six months to September 2010,
further purchases of up to £45,000 would
qualify.
Security for PAYE remittances
With effect from 6 April 2011, HMRC will be
able to require employers to provide security
against payment of monthly or quarterly
PAYE remittances. This will only apply where
the employer has a history of late or nonpayment and will work in a similar way to the
current requirement to provide security for VAT
payments. It is likely to require an employer to
lodge security, in the form of a cash deposit or
a bank guarantee, for the next four months’ or
two quarters’ remittances.

C H A R T E R E D A CCO U N TA N T S

than 10 per cent. Thirdly, there is also a VAT
scale charge payable by the company, which
from 1 May 2010 will increase by between 12
and 20 per cent.
The recent increases mean that it is unlikely to
be tax-efficient for a company to pay for fuel
for private motoring unless the employee or
director covers a high private mileage (overall
mileage is irrelevant). The alternatives are:
•

For the employee or director to pay for
all the fuel used in the company car, but
then claim a mileage allowance from the
company for business journeys.

•

For the employee or director to pay for all
the fuel used, but then claim a proportion
from the company (for example, if total
mileage was 5,000 of which 3,000 was for
business journeys, he or she would claim
3/5ths of the total expenditure on fuel).

•

For the company to continue to pay for
the fuel, but for the employee or director
to pay a mileage charge to the company
for private journeys.

•

For the company to continue to pay for
the fuel, but for the employee or director
to reimburse the proportion of total
fuel purchases attributable to private
motoring.

Value Added Tax
There are small increases in the registration and
deregistration thresholds – with effect from
1 April 2010, registration is compulsory once
annual turnover exceeds £70,000 (previously
£68,000) and deregistration is permitted if the
trader can show it is reasonable to expect that
his turnover for the next twelve months will fall
below £68,000 (previously £66,000).
Where a company car driver (including the
director of a small private company) has his or
her petrol or diesel for private motoring paid
for by the company, three tax charges arise.
First, there is an income tax benefit-in-kind
charge payable by the employee or director
– in most cases, the year-on-year increase,
from 2009/10 to 2010/11, is more than 10
per cent. Second, there is an additional Class
1A National Insurance contribution payable
by the company – this is calculated in the
same way as the income tax benefit-in-kind
charge, so again the year-on-year increase
from 2009/10 to 2010/11 is typically more

FINLAYSONS

For self-employed people, only the VAT scale
charge applies, but the tax at stake can still be
significant. Overall, the choice will not be easy
to make, as the calculations are in fact more
complex than the above brief summary might
suggest, and one has to take into account
not only the best tax outcome, but also the
administrative practicalities. Nevertheless,
we would recommend all clients running
company cars to review their policies with our
assistance, if they have not recently done so.
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