
	Welcome...

To February's Tax Tips & News, our newsletter designed to bring you tax tips and news to keep you one step ahead of the taxman.

If you need further assistance just let us know or you can send us a question for our Question and Answer Section.

We are committed to ensuring all our clients don't pay a penny more in tax than is necessary.

Please contact us for advice in your own specific circumstances. We're here to help!
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· Penalties for Late Payment of PAYE
· Confessing to Tax Fraud
· Reporting EU Sales to HMRC
· February Question & Answer Section
· February Key Tax Dates



	Penalties for Late Payment of PAYE?
	

	

	PAYE and other payroll deductions need to clear the Taxman's bank account by the 19th of the month if paid by cheque. Electronic payments can arrive by the 22nd of the month, or the last banking day before that date.

If you use the faster payments service (FPS) to make your PAYE payment, the amount transferred will clear the Taxman's bank account on a Saturday, Sunday and on most bank holidays (not Christmas Day or New Year's Day). However, there are limits on the amounts that can be transferred per day and per transaction using FPS, which vary from bank to bank, so check what limit your bank applies.

Late payments of PAYE will result in an automatic penalty of up to 4% of the PAYE that was paid late. You are permitted to make one late payment of PAYE during the tax year, but two or more late payments will mean that a penalty will be charged after the end of the year. 

In addition, if you have still not paid after six months you may have to pay a further penalty of 5%. A further penalty of 5% may be charged if you have not paid after 12 months. These apply where only one payment in the tax year is late.

The Taxman has already issued many penalties for late payment of PAYE in 2010/11, and some of these penalties have been calculated incorrectly. If you receive a penalty notice, please ask us to check it as soon as it arrives. Any appeal must be submitted within 30 days.
Confessing to Tax Fraud?
The Taxman is currently writing to taxpayers who are suspected of tax fraud, asking them to make a full disclosure of their wrong-doing under the contractual disclosure facility (CDF).

If you receive a letter offering the CDF, it is a very serious matter. The Taxman has taken a view that he could launch a criminal investigation into your tax affairs, but has decided that a criminal case is not cost-effective. Instead, he is offering you a binding agreement to come clean, with the promise of low penalties. 

You only have 60 days to decide whether to accept the CDF. If you don't reply in that period, the Taxman will start a formal investigation into your tax affairs, which could result in a criminal case. The CDF letter will also contain a denial letter, which you can sign and return if you believe you have no involvement in tax fraud. 

Before you make any response to a CDF offer, please discuss the matter with us in confidence. 

	Reporting EU Sales to HMRC
If your business is registered for VAT in the UK and you sell to VAT registered customers in other EU countries you are required to submit an EC sales list (known as ECSL or form VAT 101), to HMRC. If you move your own goods to a branch or subsidiary of your business in another EU country, you may also have to complete an ECSL for that period. 

The ECSL is generally submitted quarterly, but businesses that export goods totalling more than £35,000 (excluding VAT) per quarter must complete an ECSL every month. If your business only sells services to other EU countries you can continue to submit a quarterly ECSL, but you can opt to submit monthly ECSL forms. 

When you complete box 8 on your VAT return, the Tax Office will automatically send you an ECSL form to complete. The paper ECSL form must be submitted within 14 days of the end of the reporting period. You can complete the ECSL online, in which case you have 21 days from the end of the period to submit the form. Note that this deadline is well before the deadline for your regular quarterly VAT return. 

We can help you submit ECSL forms, either on paper or online. Talk to us about the work involved.


	 Question and Answer Section
	

	Q. What records do I need to keep to claim travelling expenses? Do I also need to keep receipts for petrol?

A. You should record the date, destination and distance of each business journey you drive in your own car. It is good practice to record the total on your car's milometer at the start and end of each journey. Your employer can pay you up to 45p per mile for the first 10,000 business related miles you drive in a year and 25p per mile thereafter. Business journeys do not include normal commuting between your home and your permanent workplace. If your employer is VAT registered they will be able to reclaim VAT on part of the mileage allowance you receive, if you provide VAT receipts to the value of the fuel used. The VAT receipts do not have to exactly match the dates of your journeys. When travelling by public transport keep the receipt for the ticket.

Q. I've always calculated my business income for a full year to 30 April. On my tax return for 2010/11 I've recorded my business profits, income and expenses for the year to 30 April 2010. But when I rang the Tax Office with a query the adviser told me that my accounts should always be drawn up to 5 April. Have I been doing it wrong for 20 years? 

A. The adviser at the Tax Office is wrong. You can draw up your business accounts to any date you please. The year end of 30 April gives you a long delay between the end of your accounting year and the date on which you need to pay tax on the profits for that period. 

Q. A friend told me I'd pay less tax if I held my let properties through a company. Is that true?

A. The answer depends on whether you need to get your hands on the proceeds from your lettings business and your current highest tax rate. Let's assume you need the cash and your highest tax rate is 40%.

If the properties are in a company, the company will probably pay tax at 20% on the rental profits, however the tax rate could be up to 27.5% if the annual profits exceed £300,000, or you control a number of companies. When you extract the profits from the company as dividends you will pay a further 25% income tax. So for rental profits of £100, you will end up with £60 in your hands.

If you hold the properties personally, and pay tax at 40%, for every £100 of rental profits you will receive £60 in your hands. No different to holding the properties in a company. 

However, if you had not extracted the profits from the company until a later year when you are a basic rate tax payer you would then be paying less tax. It can also be beneficial to keep the profits in the company to re-invest in further properties. The company may pay tax of 20% on the gain it makes when it sells the let properties. If you personally sell the properties, you will probably pay tax at 28%, but you will be able to set-off a tax-free allowance of £10,600 against the gain, which is not available to the company. You may have to also pay further tax when extracting the profits out of the company.

	Key Tax Dates for February 2012


	2 - Last day for car change notifications in the quarter to 5 January 2012 - Use P46 Car

19/22 - PAYE/NIC and CIS deductions due for month to 5 February 2012

29 - Talk to us about year end and pre-budget planning 
First 5% penalty surcharge on any 2010/11 outstanding tax due on 31 January 2012 which remains unpaid

	Need Help?

	
	New Clients Welcome


	Please contact us if we can help you with these or any other tax, accounts or business matters.

In addition, if there is anyone who you think would benefit from the newsletter, please email action@wrightvigar.co.uk to ask to be added to the newsletter list.
	
	If you are not already a client and are interested in becoming one, we would like to meet you to discuss how we can help and provide you with a competitive quote for our services.

All new client consultations are provided free of charge and without obligation. 

	About Us


	Wright Vigar Chartered Accountants are based in Lincoln, Gainsborough, Newark, Retford, Sleaford and London offering local business owners and individuals a wide range of services.

Visit our website www.wrightvigar.co.uk for more information or call 0845 880 5678


