Income Tax

2128 Relief for post-cessation expenditure

A specific relief is available to individuals for certain types of post-cessation ey
These include expenses connected with remedying or paying compensation for defect
or supplies, collecting debts, and debts which go bad. Relief is given by way of 4
of income (and, where appropriate, chargeable gains) for the tax year in which the o
is paid. Such expenditure must be incurred within seven years of the cessation of trade
claim for the relief must be made within 12 months from 3] January following the eng of
tax year in which the payment is made (in line with other claims under self-assessmen
claim is made, certain connected receipts (mainly to do with insurance Ieceipts) are gpe
as being taxable under the existing post-cessation receipts legislation (see 662), '

HMRC have stated their views of a number of issues in their Tux Bulletin. Tn pag
professional indemnity insurance premiums for work undertaken in the course of the py,
are now almost always allowable (this supersedes HMRC% earlier view). The new relief
alongside the rules already on the statute book for post-cessation receipts and expenses The
rules provide that any loss or expense which would have qualified as a trading dedy
had the business not ceased is relieved against post-cessation receipts; however, whe
deductions exceed the Post-cessation receipts for a tax year, the excess can only be
forward and relieved a gainst any post-cessation Teceipts arising in later years (see 662).
an expense qualifies for sideways relief under the new rules as well as for carry-forward
the provision described above, the new rules thus take priority.

Finance Act 2012 contains a measure designed to prevent post-cessation trade relief
being available where a payment or event for which relief js sought arises from refevest &
avoidance arrangements. The new rules apply to events occurring on or after 13 Maray; 2
Legislation: FA 2012, 5. 9; ITTOIA 2005, 5. 250, 349-352
Other Material: Www himre.gov, ukithelibrary/briefs. him

Tax Reporter: 9262750
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RETURNS AND INFORMATION GENERALLY
2200 Notice of liability to income tax

Every person who is chargeable to income tax (or CGT) for any tax year and who has not

received a notice Trequiring a tax return (see 2225) muyst notify HMRC that he is chargeable

within six months afier that year if he has not already been requested to make a tax return.

However, the penalty only becomes due to the extent that he does not settle the liability by
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Sf.\i ;:::::ET%UB; 1:“ SMRC’g view su-ict‘ly be signed by the person liable to make jt (see
biv 1 pozv : li;aa;mt:'nucy HIS accepted in cases of illness or old age if a copy of the geners
N ke een sent to HMRC. Following an agreement with the Court of Progagyie
o uf‘a_mnunts 'Iess than £1,600 may be signed by the next of kin, provig
Pacitated person’s income is less than £800 for claims of more than that amount,

Legislation: FA 1999, s, 133: TMA 1970, 5, 115A, Sch. 3A

Other Material: SP 5/83. {/se of
f » Use of schedules in making personal ; -
Tax returns: the use of substitute forms: SP 1/97 =R Rl -

Tax Reporter: 9184-250

2206 Internet filing

Individuals are ahl
e to file self-assessment i i i
: 85E8s returns via the Internet. It i
attachments with online returns, i b

il:;?:;):e;s have been able to su.bmit certain PAYE forms and returns voluntarily via the
of some years. Electronic filing of PAYE returns will, however, be compulsory '

all but certai .-
e m:l:tftmh?l’nployerb by 2011. To encourage employers to switch to electronic f ng
ather than later, HMRC have been offering financial incentives. i

W]ifljl;ggli nt:hft;g. of PAYE returns beciame mandatory for large employers (i.e. businesses

has been exf ﬁegs i mOfe_} from April 2004. Mandatory electronic filing of certain retyny

il iy 31'1] ed with effect from 13 August 2009, from those employing 50 of

o e—p{ay nsl-e:t:tan ?‘ﬂploycrs (SI 2009/2029). For 2010-11 and subsequent years the Iu‘:\vmi:‘ .

et otices have been nn"mndcd SO that large employers (except certain excluded
oyers) are required to make their monthly payments electronically in all cazes.

From 2011-12 : /
P46) g all but certain excluded Emp](}yers are requu'ed to file in: venl forms (Pq_s and

Legislation: .
Mm;:n;:}mfzom, 5. 204; FA 2002, s. 135, 136; FA 2000, 5. 143 and Sch. 38: fncome
Earn) (zmen;:m:tnf:’/'ﬂm‘?’;?dm?m) Regulations 2010 (1 2010/668); Income Tax (Pay As You
} ! egulations 2009 (S] 2 el sy : ¥
Regulations 2003 (Sl 2003/2682), reg. 190, 2[()9- 009/2029); Income Tax (Pay As You Earn)

Cases: ZYCV LidvR & C Commrs(2008) Sp C 706

her Ma erial: B €, : PAYE Update: 1 ! )
: l | i l‘ - ] F p Qtﬁ', g_rﬂu”ﬂﬂ”, IESUE .73 ((:)C!f)l)Ef 2"04),

Website: www. hmre.gov, uk/inyear/index. him
wwwhmre.gov.uld/online/
wWw.hmre.gov.uk/pave/fi le-or-pay/fileonline/

Tax Reporter: §185-950
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o EEIGS (see 2252); and

Administration 2222

persons liable to make returns

come is received in any tax year, the person receiving that income, whether on his own
(individuals) or on behalf of others (trustees), must make a return. The persons who

(
- make the returns include:

 individuals (see 2225);

o arnerships (see 2243);

| rustees (see 2249);

o personal representatives, e.g. executors (see 2246);

. employers (see 2237);

o agents (sce 2255).

2212 Inforsaing the authorities of a new business

Unlike sotne jurisdictions, an individual starting in business in the UK on their own account |
does net penerally need permission to do so. Exceptions to this general principle appl
doe: X p . BROSTAL [PIIICIHG APRLY
when ~ntry to the sector concerned is regulated, either by government (such as the medical

v sSesion) or by professional institutes.
a

Wen an individual begins to carry on a trade, he has a duty to inform HMRC that he is
chargeable to income tax, Failure to do so will render him liable for a penalty of anything up
to the amount of tax for which he is liable in respect of income from the relevant source for
that year. This applies both where an assessment is made by an officer of HMRC and where
there is a self-assessment, and is on the basis of the tax unpaid at the 31 January following the

yea.r of the failure.

Notification to HMRC will cover income tax, National Insurance contributions and VAT
matters.

j[.ueg.islation: TMA 1970, s. 7: FA 2008, Sch. 41; Social Security (Contributions) Regulations
2001 (S1.2001/1004), reg. 87

TYPES OF RETURN
2222 System of returns and payment under self-assessment

The system of self-assessment normally requires returns from individuals, trustees,
partnerships etc., by 31 January following the tax year. Tax returns for 2007-08 onwards
made on paper must be filed by 31 October. This date is the same for taxpayers who want
HMRC to calculate their tax liability (30 September for earlier years). The present filing date
of 31 January remains for returns filed online. HMRC have significant power to specify in
the return form and in the accompanying guidance notes the necessary information, accounts
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Corporation Tax
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® friendly societies (see Tax Reporter 805-2001F):

® industrial and provident societies (see Tax Reporier 805-45017);

*® charitable companies (see Tax Reporter 805-950fF.); and

® companies carrying on a mutuyy| business (see Tax Reporter 1806-800¢ ),

ADMINISTRATION AND COMPLIANCE

4300 Introduction
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taxes including with regard to HMRC powers, record-keeping obligations and peng|
N1€W powers extend to corporation tax in most cases and tommentary can be foung g 1]

Commentary on compliance and administration issues of relevance to companies only fy| By i Fetm
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i : Dle.t6 UK, cor i i . If a company is
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e sp.BGIflEC; ?Jegzurpuratiun tax throughout the period, a return

de the scope o
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4305 Duty to give notice of chargeability

The duty to give notice in relation to a company coming within the charge to Corporatioy
is dealt with by FA 1998, Sch 18, para. 2, In relation to such dccounting periods, g g
chargeable to corparation tax for an accounting period that has not received a notice tg g
A return is required to give notice within 12 months from the end of the accounting perjod
it was so chargeable. From 1 April 2010, penalties are provided for by FA 2008, Sch, 41
[2120). Prior to | April 2010, tax-geared penalties applied where the tax due in relation tg

dccounting period in question remained unpaid 12 months after the end of the accounting pey lurn to include a self-assessment

]

any profits (see 4713fF.) for the return period). -
. ired in case of Companies Act companies
Accounts requ.

FA 2004, 5. 55 introduced an additional and more burdensome rule with effect for ac
periods beginn ing on or after 22 Tuly 2004, After this date, a company is obliged o zive
to HMRC of itg coming into charge 1o corporation fax. A company will come ity ¢
corporation tax either at the beginning of its first accounting period or at (he begin
any subsequent accounting period that doeg not immediately follow tha end of a previgly
accounting period, for example when a “ompany begins to trade after 5 period of dormang
A company must notify HMRC of jts chargeability to corporation tax within three mon]
of the beginning of the relevant accounting period, The notice must be in writing, it mu
state the date that the dccounting period began and it must also include within the notice.
information gg prescribed by Corporation Tuy (Notice of Coming within Charge ~ Informatio for Drdes)
‘ i e Act (or Ordex), ; that need to be submitted with
. issued guidance on the form of accounts Im govukiet/company- |y
Where a company has a reasonable excyse for not fulfilling its obligation to give notice to I June 2010, HMRC Ibb?ﬁi %; lsll‘:'ail-a.hnlv: on HMRC website at www.hmre.gov g
chargeability within the three months from the beginning of the accounting period, so long the company tax return.
the company gives notice gs 800n as the excuse has been resolved, then the company will not
be regarded as having failed to comply with that obligation.

accounts. pdf.
Filing date .

s nths from
al accounts, 18 twelve mo g
Th m w : roduces annual acc S dore B
s  WIEES & CATpaty P here scial rules to accomm .
ke dat;’-; accounting period. However, there are spec
the end of the company

W
0

Prior to 1 April 2010, failure by a company to notify HMRC of jts coming into charge to
corporation tax could have resulted in penalties being levied against the company. An iniﬁg;
penalty of £300 could have been levied in the event of such 4 failure and a further £60 per day
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4yment and correction of returns
may amend its tax return at any time within 12 months of the filing date, HMRC
the form that an amendment must take and can require any reasonable statement

ation in support of the amendment to accompany it.

long periods of account (which i
(which include m :

il : s ; ore than one ae s
1@ niotice requiring a return is delayed. Thus, the filing ﬁﬁ’?ﬁ"&i”:ﬁ?ﬁ?ﬁ"ﬂ -
® twelve months from the e ‘ ; : ' b
* oo perods o cepun gt e i e tum e
. ;he ;:n d of the period oo 5 than eighteen months long, twelve Mo

or long periods of account o i

of account: and ver eighteen months, 30 months from the start of

® three months i
s from the date on which the notice requiring a return was served,

i an, by notice, correct any ‘obvious errors or omissions’ in a return. These include errors
ole, arithmetic or otherwise. The normal time-limit for such corrections is nine months

date the return is submitted; however, if a correction is needed following a company’s

.t to a return, the time-limit is nine months from the date the amendment was made.

il P == i )il

86 11jae hi N = L ! .
e ‘ pany may amend a return that has been corrected by HMRC, within the normal time-
amending returns, so as to reject HMRC's correction. If this time-limit has expired,
correction can be rejected by the issue of a notice, to the officer who made the

ion, within thie= months of date that the correction was made.

usivensss of return
e an an‘vunt in a return can no longer be altered, whether by the company itself or by
MPL 1 is regarded as conclusive for the purposes of tax payable for another accounting
ruf’thﬂt company, or the tax liability for any accounting period of another company.
ove and the ensuing paragraphs in

this chapter for the various ways in which a
s return may be altered. ;

 limit for enquiries

nting periods ending after 31 March 2008, the enquiry window for most returns
by, or on, the filing date will close 12 months from the day on which HMRC receive
1 (see 11321). For example, if a return for an accounting period ended 30 June 2008

ved by HMRC on 26 January 2009, the enquiry window will close on 26 January 2010,

months after delivery.

counting periods ending on or before 31 March 2008, the enquiry window for returns
early closed 12 months from the statutory filing date, which was normally 12 months

the end of the accounting period (see 11322).

Claims and elections to be included in returns

Generally, all election i

A s and claims for relief of credi

T Al laims T or credit that can be mad fi

ke (; i :i ::1 Fhe q:mpany la_x .retgm. (Time-limits for claims, electif':ntosr f& ?PA:?IM ‘

e o ], su;ec375.) This includes making a claim, election ete \.", W
© below). Certain claims can onj béing inéliided (Ve ampudt

tincesnary) PRI A A el ¥ be made by being included (via amend

(1) for group relief:

(2) for capital allowances:
Ities

(3.) to repy Inco
Pay Income tax because a company is exempt or excluded from liability to in
nalties in relation to returns, see 4385,

(4) totax i i
X credits (unless the company 1s exempt from corporation tax completely or "
wd

.f‘ C I’p d Gk

= Information) Regulations 2004 (81 2004/2502)

In (4), tax credits subj
)s § subject to the payment on account rujes for insurance compani :
€5 carrying

on pension business are exc|
‘ uded.
er Material: www.hmrc.gov.uk/ct/company-accounts.pdf

fax Reporter: 1811-6001T
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| i he
. ing from 1 April 2009, see 12405. Before | f\pr,l 2009, t
4315 Compulsory electronic filing of corporation tax rety » smmentary onbﬂ:i Z“iiﬁ?ﬂ’;'ffbm pmzwm sl iy Pirl::g
| th‘l“ s t;u ‘:bcgn required to make a return. If a notice to deliver a ren_xrn wils w:;riod
e awerind. the records must have been preserved beyond the sm-yeaerMRC
kol into the return was completed or, in the absencelof an enquiry, K s
o ;ﬂflmf}’er to make an enquiry into the return. If' a notice to dehverhav l;zd 5
.;{l;;ngi‘dh:gei fhr cr::d of the six-year period, all extant records] tk!';alt woul;[ gslx\\:& a(:_iﬁ;i =
g ' reserved, again, until either an .
: makigi:: tl)l;ﬂ i:f?li;nag:;itcga;; a?tezzqr:liry, l‘l‘MRC}‘-J no longer had the power to make an
com 5. Uy !

Electronic filing is mandatory for corporation tax returns delivered after 31 March 7914
accounting periods ending after 3 March 2010, subject to exceptions for companies v
in administration or liquidation and to transitional drrangements applying with regard ¢
charities. It should be noted that no exemption is provided for solvent dissuluﬁon.s Whe
company secks informal striking off or enters a Members’ Voluntary Liquidation g
although HMRC have published guidance on how the ryjes will be applied in such Cases,

Ch
f

The return must be provided in iXBRL (inline eXtensible Business Reporting Langyss g jry into the return.

format using either the filing product provided by HMRC on its website or Commery
available software that meets al] the relevant requirements (details of which can e
on HMRCY website: see below). The company’s computations and accounts must als
submitted in iXRBL format (a joint filing service with Companies House js available),

information included as part of the return must be sent as PDF files. -

. « cor ‘t
- IR 'l-l th s, le d . . . S AT dt“dﬂ
p]elﬂ C .(" € e qul‘si (% pﬂl iﬂd., or faj].s ! p uce dﬂLuantb l'lt':l‘l I‘LL[UI 4]

may be liable to a penalty (see 4385).
| glation: FA2008, s, 115 and Sch. 37; FA 1998, Sch. 18, para. 21 and 22

‘ ‘ ile on ti dter: 1812-100
filing and on what counts as a reasonable excuse for failing to file on time, HMRC (Repoite: 981

in June 2012 to retaining the MTLs (minimum tagging list) and not moving to full & i :
There will therefore be no changes at April 2013. The full HMRC statement is available g N TAX
Www.hmrc.gcv.ukfct/ct-online/filc-retum/xbrl-tagging_12053]_Pdf. ‘ PR MENT OF CORPORATION

Legislation: ncome and Corporation Tux (Electronic Communications) Regulations 2 Due date for payments

(51 2003/282); Directions under regulations 3 and 10 of the Income and Corporation

i iod
ing ni the end of the accounting perio
(Electronic Cnmmuniﬂations) Regulations 2003 (51 2003/282) T ———

Other Material: wwwhmre.govauk/efiling/etsoft_dev him (HMRC guidance on haw it == T ]

manage the transition to electronic filing); www.hmre.govuk/ct/ct-online/flow aiagra R '_.;'-'T;{.I...-m'l..:': SR TS LRI o ‘
i (e Incorporating links to other guidance) WWW.hmre. gov.uk/efiiing/etsoft TR el degdilhea
htm (details of suppliers of software); and irvww.Izmmgmtuk/c‘tfmv[-gwdmmpd e et g

on how the rules apply with regard to solvent dissolutions) BT,

g 30 et 2011 i s psai by 1 b 2012

h i aid’
fronson en the ‘tax payable’ is then exceeded by the total of any ‘relevant amounts previously pa

i i : e’ js the
 stated in the relevant company tax return), the tax will be repaid. The “tax payable

ith F . 18, para. 8.
1020 SRR % SRERREIY thcotda ount computed in accordance with FA 1998, Sch, 18, par.

wl b T ar as relating to the accounting
The records that must be maintained and refained by a company in support of it company evant amounts previously paid’ are any of the following, so faras £

refurn are wide—ranging and extensive. Records (or the information contained within ther
of the amounts and nature of receipts and expenses, including all purchases and sales @
stock, where relevant, together with supporting documents in the form of receipts, vouch
contracts, deeds, books and accounts, are included,

in question:

any amount of corporation tax paid by the company and not I'Ej;?]‘:.l; i
. rimy corporation tax refund surrendered to the company by another g
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