2017 Budget
Phillip Hammond’s first and last spring budget was set to have a theme of a stronger, fairer, better Britain which has been overshadowed
since he took his seat by the outcry over the increase in class 4 national insurance which affects self employed persons. His speech
unveiled a raft of amendments, including a support package for firms in England affected by the business rates revaluation and an
announcement that unincorporated businesses and landlords with turnover below the VAT registration threshold will have until 2019 to
prepare for quarterly reporting under the new Making Tax Digital initiative.
Despite revealing upgraded forecasts from the Office for Budget Responsibility, the Chancellor announced that he would adhere to the
government's new fiscal plan, with the stated aim of preparing Britain for a 'global future'. UK economic growth is now expected to reach
2% in 2017, before falling to 1.6% in 2018. Public sector net borrowing has been revised down to £51.7bn for 2016/17 and £58.3bn for
2017/18.
Fortunately, the government have desisted with amending capital allowance rates and rules to leave this area of tax planning steady for
another year. There were some usual rate changes such as the personal allowance increasing to £11,500 in April 2017 and to £12,500 by
2020. In line with this increase, the basic rate band is set to increase to £45,000 for the 2017/18 tax year and with your tax saving from
these measures the chancellor has offered a market-leading rate of 2.2% on the NS&I Investment Bond previously announced which will
be available for 12 months from April 2017. This bond will be open to everyone aged 16 and over investing at least £100 to a maximum
of £3,000. In addition, the ISA allowance will increase to £20,000 from £15,240 from 6 April 2017.
A welcome tax reduction was seen in the corporation tax rate which will reduce from 20% to 19% for the 2017/18 tax year and to 17% by
2020. This possibly highlights the governments preferred business structure, as with a decline in company tax and a rise for the self
employed, this leads you to believe that incorporation would definitely save you tax. Whilst a company structure may pay lower
amounts of corporation tax, a decision to incorporate must be considered in the round with many other questions needing to
be asked also. With the decline in the 0% dividend allowance – how is it best for you to withdraw money from the company?
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Making Tax Digital
Making Tax Digital is a government initiative that sets out a vision for 'a transformed tax system and the end of the tax return' by 2020.
The earliest date businesses, self employed people and landlords will be required to start using the new digital service is from April 2018.
HMRC are forging ahead with Making Tax Digital plans (MTD) and has confirmed that the exemption will remain as stated at £10,000
which may alleviate some landlords from the measures.
The aims of MTD are to reduce accidental error, increase information flows and reduce the administrative burden of tax. However this
increases the administrative burden on the taxpayer as information has to be reported to HMRC on a quarterly basis in an electronic
format.
One amendment announced in the budget was that businesses that have an annual turnover below the VAT registration threshold
(£85,000 from 1 April 2017) will have an additional year before they are required to keep records digitally and report information
quarterly. Although they will be able to start doing this voluntarily if they choose to. If you have an annual turnover over the £85,000 you
will be required to keep digital records and send HMRC quarterly updates from April 2018. If you currently do not record your business
financial information on software and have not yet considered the impact of MTD, you may wish to start! It is a good opportunity to
amend your systems if you need to so that you have access to more information of your business at your fingertips. If you already use
accounting software you will need to check that this software is MTD compliant with your software provider. You may use excel
spreadsheets to record financial information and whilst spreadsheets will be allowed for MTD use, the data they contain will need to be
submitted in conjunction with other MTD software to comply with the regulations.
If you use manual records, you may require bookkeeping support which we can offer by discussing various software options and deciding
with you on the level of help you need. You may need assistance in your full VAT submission and quarterly updates or we could check
through your own data entry and advise of any errors.
Other considerations will have to be made such as if you have internet banking or the remoteness of your location and your access to the
internet. If you wish to change to MTD compliant software, at the year start is a great time and you could take advantage of this from
your next year start date. Call us today to discuss this. We are able to provide both Xero and Sage software at competitive rates.
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National Insurance
Contrary to the previous promise of a tax lock on Income Tax, VAT and National Insurance, there was an unwelcome
announcement from the chancellor who stated that it was not fair for self employed workers to pay substantially less than
employees. Therefore his solution is to increase class 4 NIC which is paid by self employed workers whose profits are over
£8,060 per annum from 9% to 10% from April 2018 and a further increase to 11% from April 2019.
The above announcement along with Class 2 NI being abolished, as announced in the Autumn Statement, means that selfemployed individuals with taxable profits over £16,250 will have to pay an increased amount of National Insurance.
After the budget, Theresa May has defended the change as fair but she said that it would not be voted on until the Autumn.

Dividends
Company directors and private shareholders will have their tax-free allowance on dividends cut from £5,000 to £2,000 from
April 2018 resulting in more of the income that you withdraw from your company becoming taxable. Dividends above £2,000
will be taxed at 7.5% or 32.5% if you are a higher rate taxpayer which is still one of the lower rates of tax.

Business Rates
From 1 April 2017, all non-agricultural business property will receive a revised rates bill as a result of a revaluation. In order to
mitigate the impact of this revaluation which will reflect the change in rental property values, the government announced
measures to reduce the effect facing businesses with a dramatic increase in their rates bill. One amendment introduced is if you
have previously benefited from small business rates relief but from 1 April you would no longer qualify, the potential increase in
your rates bill will be capped at an increase of £600 per year (£50 per month).

no substitute for professional advice. Please contact us if you require details in respect of specific circumstances.

Probate
Probate is the word used to describe the legal and financial processes involved in dealing with the property, money and possessions (assets)
of a person who has died. Before the next of kin or Executor named in the Will can claim, transfer, sell or distribute any of the deceased's
assets they may have to apply for Probate. Ordinarily an accountant or solicitor will assist the family with this and those of you who have
read our previous newsletters will be aware that Mitchells Chartered Accountants were the first authorised accountancy firm the South
West to offer this service.

Currently, families pay the Government a set £215 fee to get permission for probate but the proposals in the budget have scrapped this
single flat fee. From May the system will change. There will be no fee for estates under £50,000. After that it is £300 for estates worth up to
£300,000; £1,000 for estates worth more than £300,000 and up to £500,000; £4,000 for estates worth more than £500,000 and up to £1
million; £8,000 for estates worth more than £1 million and up to £1.6 million; £12,000 for estates worth more than £1.6million and up to £2
million; and, £20,000 for estates worth more than £2 million.
This increase has been reported as a stealth tax in the press however it may be worth considering the increase in conjunction with changes
announced in 2015 to the Inheritance Tax nil rate band: The existing nil rate band is £325,000 but from April 2017 there is an additional nilrate band when a residence is passed on death to a direct descendant. This will be £100,000 in 2017 to 2018, £125,000 in 2018 to 2019,
£150,000 in 2019 to 2020 and £175,000 in 2020 to 2021. There will be a tapered withdrawal of the additional nil-rate band for estates with
a net value of more than £2 million. This will be at a withdrawal rate of £1 for every £2 over this threshold.
The new probate charges, will therefore make a significant change to the costs for Estates valued at over £2 million but for those below
that amount, and with a residence passing to a direct descendant, the 40% saving achieved from the additional nil rate band will be far
more than the increased fees.

Staff News
The new Esther Burd enjoyed her wonderful wedding to Mark in September. It was a glorious day to
remember with the reception held on her family farm overlooking the Tiverton valley. She even had a
photo with her bridesmaids in her wellies!
The wedding bug was obviously caught in the firm with Rachael Tucker getting engaged to Tom Dalton
and they are looking forward to their nuptials this coming April.
Our trainee, James Biggs joined us in 2014 and has become a qualified Accounting Technician after
passing his final AAT exams in January. James is not stopping there and is continuing his studies to
become a Chartered Accountant with the Institute of Chartered Accountants in England and Wales.
We wish him luck with his forthcoming exams.
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