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December 2011

N E W S L E T T E R

Xmas and New Year Holidays


My office will close at 12:30 p.m. on Friday, 23 December and re-open at 9:00 a.m. on Tuesday, 3 January.

Tax Return Deadline


31 January 2012 is the deadline for filing tax returns for the year ended 5 April 2011 and, this year, it is much more difficult to avoid penalties for being late, as there is no provision for penalties to be reduced if there is no tax to pay.  The basic penalty is still £100, but that increases rapidly if the return is more than 3 months late, starting with a charge of £10 a day.  The only grounds for appeal against these penalties is to have a reasonable excuse for being late; generally, that means circumstances beyond your control.


There is also a tax payment due in January, made up of any balancing payment for 2010/11 plus (for most people) the first payment on account for 2011/12.  HMRC has started to issue the statements and, where the tax return has been submitted, they should agree with what I said would be due.  Where the tax return has not been submitted, HMRC will issue just a blank payslip and I shall tell you what to pay once the tax return is ready.

Disallowable Business Expenses


People are often surprised that some valid business expenses are not deductible for Income Tax purposes.  There are two main reasons why expenses are disallowed:

1. It has long been government policy not to give tax relief on some items, such as fines and entertaining expenses.

2. Tax law distinguishes between capital expenditure, which is the cost of setting up a business, and revenue expenditure, which is the cost of running a business.  The presumption is that all capital expenditure is disallowable, but the tax law then provides a system of allowances on one type, namely plant and machinery (which includes vehicles).  Other things, such as land and buildings, leases and goodwill (including franchise fees) do not qualify for any tax relief; neither do expenses, such as legal and estate agent’s fees, related to buying or selling those assets.

PAYE Coding Notices


I mentioned in my September 2010 newsletter that HMRC had stopped sending me copies of clients’ coding notices, which made things difficult where the client had lost the original.  As promised, however, HMRC has now introduced a facility to allow me to look at the coding notices online, so there should be no more problems.

Tax Return Enquiries


I heard at a seminar recently that HMRC has sometimes been telephoning taxpayers to tell them that they are about to open an enquiry, before issuing the formal notice.  I find that a disturbing development because, until the letter arrives, the taxpayer is just likely to worry about what questions are going to be asked.  The taxpayer may also be tempted to ask about those questions while on the telephone, and rush to give ill-considered answers without taking my advice.

Business Records Checks


HMRC has started a programme of visiting businesses to check the quality of their record-keeping.  This is different to anything they have done before, because they will be looking at current records, rather than historical records which have been used to compile a tax return already submitted.  Businesses will be contacted before to arrange a suitable time and a typical visit will last for half a day.  The taxpayer’s accountant will not be advised of the visit, so anyone who is contacted by HMRC should immediately telephone me.


Although HMRC may present this initiative as a way to help businesses, the real aim is to raise money through charging penalties (rarely used in the past) for failure to keep proper records.  The HMRC view of what constitutes proper records requires them to be well organised and written up promptly.  What worries me is that tax inspectors are not trained in accounts preparation so, what seems deficient to them may be perfectly adequate for an accountant to prepare a reliable set of accounts.
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