Self-employment Income Support Scheme (SEISS)

On Thursday 26 March, the Chancellor announced a further financial support package for the UK economy to
get through the Covid-19 pandemic. This time aimed at the self-employed.

The Chancellor has previously stated how difficult it has been to develop a scheme for the self-employed
that is fair and could be delivered efficiently and timely. The Self-employment Income Support Scheme
(SEISS) will benefit 95% of people who are majority self-employed.

The headlines of SEISS are:

e It will support self-employed individuals (including members of partnerships) whose income has been
negatively impacted by COVID-19.

e The scheme will provide a grant to self-employed individuals or partnerships, worth 80% of their profits
up to a cap of £2,500 per month.

o HMRC will use the average profits from tax returns in 2016-17, 2017-18 and 2018-19 to calculate the size
of the grant.

e The scheme will be open to those where the majority of their income comes from self-employment and
who have profits of less than £50,000. This can be with reference to at least one of the following
conditions:

o Your trading profits and total income in 2018/19
o Your average trading profits and total income across up to the three years between 2016-17,
2017-18, and 2018-19.

e The scheme will be open for an initial three months with people able to make their first claim by the
beginning of June.

o The grant will be paid in one lump sum in June for the months of March, April and May. So, the
maximum you can get is £7,500.

Further details of the scheme are included below.

Who is eligible?

e You need to be self-employed or a member of a partnership

e You need to have lost trading profits due to coronavirus (Covid-19)

e You need to have filed a tax return for 2018/19

e You need to still be trading now, not just in 2018/19

e You need to take more than half your total income from self-employment

e You need to have trading profits under £50,000. That means a trading profit of less than £50,000 in
2018-19 or an average trading profit of less than £50,000 from 2016-17, 2017-18 and 2018-19.

What if your business has not been going three years?

e The Government will average your trading profits for the longest period possible up to the three tax
years - 2016-17, 2017-18 and 2018-19.
e This means if you were only trading for the 2018-19 tax year, they will use these profits only.



What if your business started in the 2019-20 tax year?

e If your business started in the last 11 months and you did not file a tax return for the 2018-19 tax year,
you will not be covered by this scheme.

What if you have not submitted your tax return for 2018/19 yet?

e The Government will allow anyone who missed the filing deadline in January, four weeks from today
(Thursday 26 March 2020) to submit their tax return.

How will you prove you have made a loss due to coronavirus?

e The Treasury has not set a figure on how much of a loss allows you to claim. In theory you could claim
once you've lost £1.

e However, tax officials will be able to check you did actually make a reasonable loss when you eventually
file your 2020/21 tax return.

e People are being asked to take a "responsible approach".

e Officials declined to say what the penalties might be if you don't.

What income is included to assess the 50% rule?

e The eligibility rules state that an individual must take more than half your total income from self-
employment.

e  Qur understanding is that this is based on total taxable income and will include pension income, rental
income from buy to let properties, etc.

Is rental income included in the £50,000 a year rule?

e The eligibility rules state that an individual must have trading profits under £50,000.
e Our understanding is that renewal income from buy to let properties is not included in this test as it is
not treated as self-employed income.

e However, this also means that SEISS will not apply on this income, even if the property is not let out as a
result of coronavirus.

When will the scheme be launched?

e The grant will be paid for all three months in a single lump sum from the beginning of June.

What time period does it cover?

e The scheme will cover the months of March, April and May to start with. It may later be extended.
e It will be paid in a single lump sum which will "start to be paid" at the beginning of June.



How will it work?

e HMRC s designing a "bespoke web portal" through which people apply, a bit like filing your tax return
online.

e You will apply through this portal and make several declarations, including that you've lost funds as a
result of coronavirus.

e You'll then complete a tax return in due course showing both whether you did actually lose money, and
showing the taxable grant you received from the government.

e The cash grant from the government will be paid directly into your bank account.

Is the grant taxable?

e Yes, the grant will be taxable and will need to be included in the 2020/21 tax return.

How will | know if | am eligible?

e The government says it will actively get in touch with all 3.8 million people who are eligible, who it
identifies through tax return records.
e You should not call HMRC to ask.

What if | didn’t make a profit?

e If you didn't make a profit over the last three years (or the most recent year if you're new) you can't
claim under this scheme.

What if | pay myself through dividends?

e If you pay yourself through dividends, you're not eligible for this scheme.

e This is because the tax system cannot distinguish people who pay themselves through dividends from
those who claim dividends from shares.

e However, if you paid yourself a salary through PAYE, you can claim a grant worth 80% of wages through
the Coronavirus Job Retention Scheme.

What if my profits were lower due to maternity leave or sickness?

e The scheme does not make any allowance for this.
e You will receive your average monthly profits regardless.

Bridging the gap to June

e You could claim Universal Credit, which has been made more generous by £1,040 a year and has seen
the “minimum income floor” removed for the self-employed.

e If yourun a larger firm you may be able to benefit from the Coronavirus Business Interruption Loan
Scheme.

e You may be able to temporarily access the money you set aside for your tax bill. The Government has
already confirmed that the Self- Assessment payment on account, that is ordinarily due to be paid to
HMRC by 31 July 2020 may now be deferred until January 2021.



