
 
 
AUTHORS AND CREATIVE ARTISTS  
Averaging of taxable profits  

Authors and artists quite often have fluctuating income levels because a work can take more than 
a year to create or because a lump sum payment has been received. An averaging claim, as the 
example demonstrates, is intended to smooth the pattern of taxable profits and so save higher 
rate tax and improve cash flow. The first two years available for averaging are 2000/01 and 
2001/02.  
 
Joe is an artist and his profits are:  

    £  
2000/01  10,000  
2001/02  24,000  
2002/03  7,000  

£41,000  
Averaging is possible where the profits of the lower year are less than 75% of the profits of the 
higher year.  
Averaging will result in the following pattern of taxable profits:  

£  
2000/01  ,000  
2001/02  12,000  
2002/03  12,000  

£41,000  
 
(2002/03 can be averaged further with 2003/04)  
 
We would be delighted to discuss this issue with you and demonstrate what the impact would be 
on your business.  
 
For information of users: This material is published for the information of clients. It provides only an overview of the regulations in force at the date of publication, 
and no action should be taken without consulting the detailed legislation or seeking professional advice. Therefore no responsibility for loss occasioned by any 
person acting or refraining from action as a result of the material can be accepted by the authors or the firm.  

 


