Business Tax
Tax system

1. What taxes can be collected?

a. VAT

b. National insurance

c. Income Tax

d. Corporation Tax

e. Capital Gains

2. HM Revenue and Customs administer the tax and collect National Insurance Contributions (NIC) and VAT.
There are 3 parts

a. Taxpayer service offices – Income tax assessment and collection.

b. Taxpayer district offices – Corporation tax and complex Income Tax issues.

c. Tax enquiry centre – enquiries and provide forms and leaflets.

3. Law

a. Finance Act 2014.

Every year a law is published and passed by Parliament (statute law), normally in the budget. We will be using Finance Act 2014 which relates to financial year 2014 for companies and tax year 2014/2015 for individuals. This finance act is assessed until 31st December 2015.

b. Case law.

If there is a court case between taxpayers and HMRC the outcome becomes ‘case law’ and influences future interpretation of statute law.

4. Financial Years and Tax Years
a. Corporation Tax – Financial Years
Financial year 2014: 1st April 2014 – 31st March 2015
b. Income Tax – tax years
2014/15 tax year: 6th April 2014 – 5th April 2015
5. Tax Returns
a. Limited Companies

· A company must submit a CT600 form for every Chargeable Accounting Period (CAP). 

· Not a financial year.

· Must be submitted within 12 months of the end of the CAP.

· Students must be able to complete the short version of the CT600, no supplementary pages. 
b. Individuals

· A sole trader who makes accounts upto 31st December has a basis period that ends on 31st December. The accounting period (basis period) that ends in a tax year is assessable in that tax year.
· The first part of the tax return contains general information.

· The second part of the tax return consists of supplementary pages.

· Submission of a paper based tax return must be made by 31st October of the following tax year.

· Submission of an online return must be made by 31st January following the end of the tax year. The amount of tax is automatically calculated.

6. Payment of tax
a. Limited Companies – Corporation tax
· Payable 9 months and 1 day after the end of the CAP.
· If a company is ‘large’ it will pay in instalments.
· NB tax is due before the tax return has to be filed.
b. Individuals – Income tax
· First payment on account – 31st January within tax year.

· Second payment on account – 31st July after the tax year.

· Final payment – 31st January after the tax year.

7. National Insurance Contributions (NICs)

Self-employed individuals (sole traders and partners) pay NIC relating to their profits.

· Class 2 NICs: flat rate of £2.75 per week (unless there is a small earnings exception – profit < £5885).

· Class 4 NICs on profits over £7956 pa.

· 9% 7956<profit<41865
· 2% profit>41865
· No NICs payable if under 16 or a pensioner.

· Class 2 due 31st Jan and July (like payments on account), or monthly dd.

· Class 4 paid with Income Tax for the year.

Karen Mustard 
Page 2
BusinessTax1

