e&oe; the purpose of much of the information provided or opinion offered is to stimulate thought and to be helpful to taxpayers, practitioners, tax officers, church officials and other interested parties. in themselves these statements cannot be regarded as definitive statements of tax law, or of inland revenue practice and procedure at any one moment. the information found here has been carefully researched and checked yet if a mistake or error has inadvertently arisen neither the author, mintaplan nor mintaplan ltd can take responsibility for any loss or problem that has arisen. interested parties are encouraged to make use of our Helpline – 01764 655633 – or e-mail us at david@miplan.co.uk or contact us by telephone – 01764 655633; by fax – 01764 655816 or by writing - 63 King Street, CRIEFF, Perthshire, PH7 3HB

Agreeing your Tax Calculation (SA302)
Taxpayers are informed about this in two pages: SA302 (BMSD12/99) and SA302(CS)(BMSD12/99) or, perhaps, P800T(New). Although the taxpayer may opt to calculate their overall tax position the IR will nevertheless do it in all cases no matter what time of year it is. When they do so, however, you should be aware that they are simply working it out on your behalf. Your Tax Officer may reject and return a TR with inconsistencies or he may remove any glaring inaccuracies he detects. Should the Return appear to be in order and it is signed and dated, the IR will ‘capture’ the information it contains and issue a simple acknowledgement (SA310) or a Tax Calculation for 2005 / 06. You should note, however, that he or she has at this stage merely ‘captured’ or processed what you have reported as taxable income, benefits and expense payments in 2005 / 06 or claimed as reliefs. The IR period of formal enquiry follows viz. between 1 February 2007 and 31 January 2008 (and perhaps beyond in some cases). 

Form SA302(BMSD12/97)

Tax Calculation for year ended 5 April 2006

Your Tax Officer has done his or her sums using your figures. He or she works out the amount you owe to or are owed by the state. The first thing to do is to check out this amount with your own 2005 / 2006 Tax Calculation. Using the Inland Revenue’s own internal assessment we know that 27% of these are not accurate. Remember that under SA rules it is the Taxpayer that is charged with the responsibility of accurate reporting. You should contact your TO and talk the matter over with him or her if you do not understand what has been done - on your behalf - or point out why you believe that he or she has got it wrong.

In form SA 302 (BMSD12)/99 your Inspector first thanks you for sending back your Return. 

Your Tax Officer summarises his work on your behalf by letting you know what you are due to pay (or be paid back). Now, you may not agree and 27% of others do not, so you are in good company. You should talk the matter over with your Tax Officer.

On the reverse of page SA302 (BMSD12/99) ‘Corrections made to your Tax Return’, you should read these over, understand them, and talk them over with your Tax Officer.

Your Inspector has worked out his own understanding of your Self Assessment for 2005 / 06; you must reconcile this with your own calculation using the Tax Calculation Guide.
Based on his or her experience of you in 2005 / 06 your Inspector may require you to make payments to account for 2006 / 2007 on each of 31 January and 31 July 2006 (with a possible balancing payment on 31 January 2007).
Your Inspector informs you of the amount you are due him or her at 5 April 2006. Should the amount be due to him and be less than £ 2,000 your Inspector will collect ‘as much as possible’ through your Tax Code in 2007 / 08 if your TR was received before 30 September 2006. Otherwise there will be something to pay by 31 January 2007. If you lodge electronically the 30 September is replaced by 30 December.

Under Self-Assessment regulations the responsibility to SELF ASSESS lies with the taxpayer. Once you have sent in your Return your Inspector will ‘capture’ (1) what you declare, and what you claim by way of (2) allowances and (3) expenses. We are assured that (1) every Return will be reviewed and that (2) one in every 1,000 Returns will be selected on statistical grounds for examination. It follows from these assurances that the publication of an agreed Tax Calculation for 2005 / 06 should be regarded as provisional (until 31 January 2008 at the earliest).

Finally, your Tax Calculation is not a demand for the taxpayer to pay any sum due the Revenue, however. Should you be due something back you will be paid almost immediately. The TC is simply validation (or otherwise) of what you yourself have already calculated you are due to pay. It is akin to an invoice. A Statement (of Account) should follow and you pay on the Statement, yet it is always as well to remember that Statements often arise late and the notion of Self Assessment is understood to mean that the taxpayer should know how much he or she has to pay, when to pay and to have it paid in due time.
Income Tax Calculation

You should compare the Revenue’s calculation with your own worked out at tax calculation guide 2005 /06.

Total Income
If you do not understand what your TO has done or if you feel that he is wrong telephone him or her and talk it over.
Total deductions
You should be able to trace the total figure to the result. Included could be any savings you might have made through an FSAVC or interest on a loan or Gift Aid / Charitable Covenants.

Total Income less Deductions

You should be able to trace this result.

Pension Relief and Vocational Training

This only applies if you pay tax at 40% and have made FSAVC contributions or Vocational Training payments on which you already enjoyed relief at 22%. This calculation ensures relief for the additional 18% (i.e. premiums of £ 400 toward an FSAVC) automatically receive relief at source of 22% (i.e. £88) and you have paid the net £ 312. Since you are a 40% rate taxpayer the amount you ought to pay should have been   £ 240 (i.e. £ 400 less 40%). It follows that you have to receive further relief of £ 72.

Less Allowances that reduce Taxable Income

These may include Personal Allowance, Blind Person’s Allowance, Age Related Personal Allowance or Age Related and Blind Person’s Surplus Allowances.
Taxable Income 

Each taxpayer enjoys a measure of tax free pay - £ 4,895 in 2005 / 06 - but above this he or she will pay at least 10% to HMIT. Hence the first calculation works out all your taxable income above £ 4,895, etc. at this rate.

Savings income is taxable at 20% unless you are a higher rate taxpayer (40%).

If your total income exceeds £ 37,295 (£ 38,335) i.e. your taxable income exceeds £ 32,400 (£ 33,300) then you are a higher rate taxpayer and your Tax Officer works out the extra amount he requires at 18%.

Additional Tax due on Savings Income
This only applies if you are a Higher Rate Taxpayer and you have savings income. Savings income has already been taxed 20% at source and in the way the Revenue work this out only calculated 18% has thus far been calculated. This calculation brings into charge the further necessary 2%.

Income Tax Due 
Less Allowances which reduce tax

Some allowances reduce (1) income, and some reduce (2) tax that is due. (2) may include Married Couple’s Allowance where one of you was born before 6 April 1935, Widow’s Bereavement Allowance, Married Couple’s Surplus Allowance. Relief is granted at 10% of the stated allowance.

Income tax due after Allowances and Reliefs 

Tax on Charges 

If you have made payments net of basic rate tax (22%) to a charity, say, under Gift Aid (including deed of covenant or Millennial Aid) the treasurer applies to the Revenue for the balance (e.g. you gift £ 250 (net) and in doing so you bind Hector to a further £ 70.52) which he draws from your ‘reservoir’ of tax.

Although Starting Rate tax (10%) may be used you should be careful not to make payments of this kind in excess of your income that is taxed at basic rate.
Class 4 National Insurance Contributions

If you are self employed, you paid Class 2 NI contributions i.e. flat rate of £ 2.10 (£ 2.10) per week if your annual profits are £ 4,465) or more. If your income lay between £ 5,035 and £ 33,540) you also pay Class 4 NI contributions of 8% p.a., and a further 1% of amounts above £ 33,540).

Unpaid tax for earlier years coded out in this year

Tax for earlier years that was outstanding at 5 April 2004 and which your Inspector has been collecting through your Tax Code during 2005 / 2006, see final 2005 / 06 Notice of Coding ‘above the line’.

Income tax and National Insurance Contributions 

Less Tax Deducted at Source (PAYE, Bank / Building Society interest, etc.) 

The total amount of tax that has been deducted at source in the course of 2005 / 06.

Less Unpaid tax in Code for later year

During 2005 / 06, say 1 September 2005, your Tax Code may have been reduced (i.e. from 1 September). It follows that there may have been an underpayment building up from 5 April to 31 August 2005, and this underpayment will be collected (coded) in your TC for 2006 / 2007. Usually (but not always) in your final 2005 / 06 Notice of Coding ‘below the line’.
Total tax and National Contributions Due 

Remember that the Tax Calculation 2005 / 2006 is  not a demand to pay. It is akin to an invoice. Just as in business generally the invoice value will be included in the Statement that follows.
A Statement of Account will be issued showing what you are to pay (or be repaid) and the dates of payment.
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