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Agreeing your Statement(s) of Account /                                   (SA300)
Once in a while your TO sends you a Statement of Account:

· when a payment is becoming due.

· payments on account (principally yet not exclusively 31 January and 31 July).

· a balancing payment: 2005 / 2006 balance due on 31 January 2007.

· interest charge (of 7.5% since 6 September 2004 and 6.5% before).

· penalty (where you have not sent in your completed 2006 Return before 31 January 2007).

· surcharge where 2005 / 06 balance not paid by 28 February 2007 - 5% of tax paid late - or                  “
“
“
“     “        “    “      “    “  31 July 2007 - further 5% “    “     “    “  ).

· when payments are overdue.

· or the amounts of tax once estimated to be payable have been changed.
· and when a 2005 / 06 balance of under £ 2,000 due to HMIT is to be gathered through your 2006 / 2007 Tax Code.

and you should file these away after agreeing them.

An IR Statement of Account is in some senses similar to any other commercial Statement; in other senses it is not. In running balances it conveys your Tax Officer’s understanding of your indebtedness together with the transactions that shape it: annual tax bill, your payments on account and other payments, repayments, a plethora of adjustments, and any penalties, interest and surcharges that may be due.

It is made up of three parts:

 (1) Personal details
(2) Account details
(3) Payslip

(1)
Personal details:  you should go over the details to confirm there are no evident mistakes.

(2)
Account details:  your TO uses a Continuation Sheet should he or she find it necessary.

Your Statements are numbered in sequence and each accounts for your running balance.

If you have made payments on account during 2005 / 2006 you will find they are based on your 2004 / 05 experience. If your profits / gains are on the increase you may find that a balancing payment for 2005 / 2006 may yet be required on 31 January 2007.

On the other hand, you may find in a period of falling profits / gains that your 1st and 2nd payments on account for 2005 / 2006 are excessive in which case you should make use of the Claim to Reduce form (SA303).

If you send in your TR before 30 September 2006 (or lodge by internet before 30 December 2006) your TO guarantees to inform you by 31 January 2007 of any balance of 2005 / 06 tax you might be due to pay; should your TR be sent in on or after 1 October 2006 your TO may try to inform you of any 2005 / 06 amount you might be due to pay by 31 January 2007; TRs sent in after 1 December are unlikely to be coded unless electronically lodged when the 30 September date is replaced by 30 December.

Most ministers prefer underpayments say at 5 April 2006 to be coded in 2007 / 2008 as in the past and this will happen -

             (1) if the amount is £ 2,000 or less, and

             (2) you have not ticked box 23.1 of the TR, and

             (3) you have sent in your TR by 30 September 2006 (or lodged by internet before 30 December).

If you send in your TR after 1 October 2006 any amount found to be due at 5 April 2006 will not be coded during 2007 / 08 and must be paid by 31 January 2007. Should this sum exceed £ 500 a further payment to account of ½ your 2006 / 2007 anticipated liability (based on 2005 / 06) also becomes due and payable.

It is just as possible that your TO is due to return to you tax he once thought should be his. You have a choice. You can set the amount against your next tax bill, which will happen unless you require a repayment (i.e. by ticking ‘yes’ in question 19 on your ‘core’ TR).

Should your TO not be in a position to code in 2006 / 07 any indebtedness you had at 5 April 2005 by 31 January 2006 you may also be due to pay interest (currently 7.5% pa) and / or surcharges (5% of the tax outstanding) if you pay after 28 February 2006 and a further 5% if you pay after 31 July 2006.

There are exceptions to the foregoing. If you are sent a TR after 31 July 2006 you have two months to complete and return it if you wish your TO to work out your bill (if any) or the later of three months after issue or 31 January 2007 in which to complete it yourself. If you are sent a TR after 31 October 2006 you also have three months after the date of issue in which to pay any tax due; interest is charged (currently 7.5% pa) from the due date and a surcharge of 5% if the tax due is still unpaid more than 28 days after the due date.

IR Statements are not at all like other statements of indebtedness. In the following simple cases you might find something like this -

Date
Transaction
          Amount
   Balance

-----------------------------------------------------------------------------------------------------------------

                            Balance of account as of 26 DEC 05

       0.00

---------------------------------------------------------------------------------------------------------------------

where you have paid too much tax at 5 April 2006
20 Oct 06            Repayment                                                                 268.00

                            From overpaid return balance 31 Jan 2006               268.00  CR                      0.00

…………………………………………………………………………………………………..

                            Balance of account at 06 Nov 06                                                                      0.00

…………………………………………………………………………………………………..

where it turns out that you have paid too little tax at 5 April 2006
31 Jan 07
Balance of tax due for year 05 / 06
           268.00


Included in PAYE Code for year 07 / 08
           268.00 CR              
       0.00

where £268.00 turned out to be the amount due to the IR at 5 April 2006, the 2005 / 06 TR was received before 30 September 2006 and the underpayment less than £ 2,000.

where your TR was received after 30 September 2006 the entries might have been:

31 Jan 2007
Balance of tax due for year 05 / 06
           268.00 


From payment made 26 Jan 2007
           268.00 CR
       0.00

if the payment had been received before 31 January 2007.

Had the TR been received after 30 September 2006 and payment made after 1 February 2007 but before 28 February 2007, then the entries might have been:

31 Jan 2007
Balance of tax due for year 05 / 06
                           268.00


Interest accrued to date 20 Feb 2007                            1.39


From payment made 20 Feb 2007                             268.00 CR
                      1.39

And had the TR been received after 30 September 2006 and payment made after 28 February 2007, entries might have been:

31 Jan 2005         Balance of tax for year 05 / 06
                                  268.00


Surcharge as of 28 Feb 2007                                      13.40


Interest accrued to date 20 Mar 2007
                           3.34


From payment made 20 Mar 2007                            268.00 CR
                    16.74

Yet, had the amount due to the Revenue been £1,258.00 at 5 April 2006, entries might have been:

31 Jan 2007
Balance of tax for year 05 / 06
                                1268.00


1st payment on account due


for the year 06 / 07                                                    634.00                      1902.00

31 Jul 2007
2nd payment on account due


for the year 06 / 07                                                    634.00                        634.00

No matter when the TR had been sent in. Your Tax Officer (TO) assumes that much the same pattern applies in 2006 / 07 as in 2005 / 065 and, with good reason, requires one half of the estimated tax due 10 months through the relevant tax year (2006 / 2007).

When payment is made before the 31 January 2007 entries would be:

31 Jan 2007
Balance of tax for year 05 / 06     
                           1268.00


1st payment on account due


for the year 06 / 07                                                    634.00
                      1902.00


From payment made 26 Jan 2076
                           1902.00 CR
                      0.00

31 Jul 2007
2nd payment on account due


for the year 06 / 07                                                    634.00                        634.00

If, however, your liability in 2006 / 07 is likely to be significantly less from 2005 / 06, say because income has dropped off, you can complete SA303 ‘Self Assessment - Claim to reduce payments on account’ for 2006 / 07 in which case entries might be:

31 Jan 2007            Balance of tax for year 05 / 06                              1268.00

                          1st payment on account 

                          due for the year 05 / 06                                                 634.00

                          Adjustment from SA return
                                          100.00  CR


  Adjustment from SA return
                                      100.00


                          From payment made 26 January 2007                        1802.00  CR

31 Jul 2007             2nd payment on account

                          due for the year 06 / 07                                                 634.00

                          Adjustment from SA return                                          100.00   CR

                          Adjustment from SA return                                          100.00                        534.00

Where you believe your bill might be £ 1,068.00 in 2006 / 07 (i.e. £ 200 less than in 2005 / 06). You would pay the £ 534.00 before 31 July 2007 as required. If, however, you made a mistake and found that your  2006 / 07 tax bill was greater than the £1,068.00, you would pay interest on the difference from 1 February 2007. On the other hand, should you find that the amount due HMIT was significantly less, HMIT would pay interest to you.

If you do not understand what your TO has done you should contact him or her and they will be happy to talk the matter over.

Once in a while your TO sends you a Statement of Account:

· when a payment is becoming due.

· payments on account (principally yet not exclusively 31 January and 31 July).

· a balancing payment: 2003 / 2004 balance due on 31 January 2005.

· interest charge (of 6.5% since 6 December 2003 and 5.5% before).

· penalty (where you have not sent in your completed 2004 Return before 31 January 2005).

· surcharge where 2002 / 03 balance not paid by 28 February 2004 - 5% of tax paid late - or                  “
“
“
“     “        “    “      “    “  31 July 2004 - further 5% “    “     “    “  ).

· when payments are overdue.

· or the amounts of tax once estimated to be payable have been changed.
· and when a 2002 / 03 balance of under £ 2,000 due to HMIT is to be gathered through your 2004 / 2005 Tax Code.

and you should file these away after agreeing them.

An IR Statement of Account is in some senses similar to any other commercial Statement; in other senses it is not. In running balances it conveys your Tax Officer’s understanding of your indebtedness together with the transactions that shape it: annual tax bill, your payments on account and other payments, repayments, a plethora of adjustments, and any penalties, interest and surcharges that may be due.

It is made up of three parts:

 (1) Personal details
(2) Account details
(3) Payslip

(1)
Personal details:  you should go over the details to confirm there are no evident mistakes.

(2)
Account details:  your TO uses a Continuation Sheet should he or she find it necessary.

Your Statements are numbered in sequence and each accounts for your running balance.

If you have made payments on account during 2003 / 2004 you will find they are based on your 2002 / 03 experience. If your profits / gains are on the increase you may find that a balancing payment for 2002 / 2003 (2003 / 04) may yet be required on 31 January 2004 (2005).

On the other hand, you may find in a period of falling profits / gains that your 1st and 2nd payments on account for 2003 / 2004 (2004 / 05) are excessive in which case you should make use of the Claim to Reduce form (SA303).

If you send in your TR before 30 September 2004 (or lodge by internet before 30 December 2004) your TO guarantees to inform you by 31 January 2005 of any balance of 2003 / 04 tax you might be due to pay; should your TR be sent in on or after 1 October 2004 your TO may try to inform you of any 2003 / 04 amount you might be due to pay by 31 January 2005; TRs sent in after 1 December are unlikely to be coded unless electronically lodged when the 30 September date is replaced by 30 December.

Most ministers prefer underpayments say at 5 April 2004 to be coded in 2005 / 2006 as in the past and this will happen -

             (1) if the amount is £ 2,000 or less, and

             (2) you have not ticked box 23.1 of the TR, and

             (3) you have sent in your TR by 30 September 2004 (or lodged by internet before 30 December).

If you send in your TR after 1 October 2004 any amount found to be due at 5 April 2004 will not be coded during 2005 / 06 and must be paid by 31 January 2005. Should this sum exceed £ 500 a further payment to account of ½ your 2004 / 2005 anticipated liability (based on 2003 / 04) also becomes due and payable.

It is just as possible that your TO is due to return to you tax he once thought should be his. You have a choice. You can set the amount against your next tax bill, which will happen unless you require a repayment (i.e. by ticking ‘yes’ in question 19 on your ‘core’ TR).

Should your TO not be in a position to code in 2005 / 06 any indebtedness you had at 5 April 2004 by 31 January 2005 you may also be due to pay interest (currently 6.5% pa) and / or surcharges (5% of the tax outstanding) if you pay after 28 February 2005 and a further 5% if you pay after 31 July 2006.

There are exceptions to the foregoing. If you are sent a TR after 31 July 2004 you have two months to complete and return it if you wish your TO to work out your bill (if any) or the later of three months after issue or 31 January 2005 in which to complete it yourself. If you are sent a TR after 31 October 2004 you also have three months after the date of issue in which to pay any tax due; interest is charged (currently 6.5% pa) from the due date and a surcharge of 5% if the tax due is still unpaid more than 28 days after the due date.

IR Statements are not at all like other statements of indebtedness. In the following simple cases you might find something like this -

Date
Transaction
          Amount
   Balance

-----------------------------------------------------------------------------------------------------------------

                            Balance of account as of 26 DEC 03

       0.00

---------------------------------------------------------------------------------------------------------------------

where you have paid too much tax at 5 April 2004
20 Oct 04            Repayment                                                                 268.00

                            From overpaid return balance 31 Jan 2004               268.00  CR                      0.00

…………………………………………………………………………………………………..

                            Balance of account at 06 Nov 04                                                                      0.00

…………………………………………………………………………………………………..

where it turns out that you have paid too little tax at 5 April 2004

31 Jan 05
Balance of tax due for year 03 / 04
           268.00


Included in PAYE Code for year 05 / 06
           268.00 CR              
       0.00

where £268.00 turned out to be the amount due to the IR at 5 April 2004, the 2003 / 04 TR was received before 30 September 2004 and the underpayment less than £ 2,000.

where your TR was received after 30 September 2004 the entries might have been:

31 Jan 2005
Balance of tax due for year 03 / 04
           268.00 


From payment made 26 Jan 2005
           268.00 CR
       0.00

if the payment had been received before 31 January 2005.

Had the TR been received after 30 September 2005 and payment made after 1 February 2005 but before 28 February 2005, then the entries might have been:

31 Jan 2005
Balance of tax due for year 03 / 04
                           268.00


Interest accrued to date 20 Feb 002                              1.39


From payment made 20 Feb 2005                            268.00 CR
                      1.39

And had the TR been received after 30 September 2004 and payment made after 28 February 2005, entries might have been:

31 Jan 2003         Balance of tax for year 03 / 04
                                  268.00


Surcharge as of 28 Feb 2005                                      13.40


Interest accrued to date 20 Mar 2005
                           3.34


From payment made 20 Mar 2005                            268.00 CR
                    16.74

Yet, had the amount due to the Revenue been £1,258.00 at 5 April 2004, entries might have been:

31 Jan 2005
Balance of tax for year 03 / 04
                                1268.00


1st payment on account due


for the year 04 / 05                                                    634.00                      1902.00

31 Jul 2005
2nd payment on account due


for the year 04 / 05                                                    634.00                        634.00

No matter when the TR had been sent in. Your Tax Officer (TO) assumes that much the same pattern applies in 2004 / 05 as in 2003 / 04 and, with good reason, requires one half of the estimated tax due 10 months through the relevant tax year (2004 / 2005).

When payment is made before the 31 January 2005 entries would be:

31 Jan 2005
Balance of tax for year 03 / 04     
                           1268.00


1st payment on account due


for the year 04 / 05                                                    634.00
                      1902.00


From payment made 26 Jan 2005
                           1902.00 CR
                      0.00

31 Jul 2005
2nd payment on account due


for the year 04 / 05                                                    634.00                        634.00

If, however, your liability in 2004 / 05 is likely to be significantly less from 2003 / 04, say because income has dropped off, you can complete SA303 ‘Self Assessment - Claim to reduce payments on account’ for 2004 / 05 in which case entries might be:

31 Jan 2005            Balance of tax for year 03 / 04                              1268.00

                          1st payment on account 

                          due for the year 03 / 04                                                 634.00

                          Adjustment from SA return
                                          100.00  CR


  Adjustment from SA return
                                      100.00


                          From payment made 26 January 2005                        1802.00  CR

31 Jul 2005             2nd payment on account

                          due for the year 04 / 05                                                 634.00

                          Adjustment from SA return                                          100.00   CR

                          Adjustment from SA return                                          100.00                        534.00

Where you believe your bill might be £ 1,068.00 in 2004 / 05 (i.e. £ 200 less than in 2003 / 04). You would pay the £ 534.00 before 31 July 2005 as required. If, however, you made a mistake and found that your  2004 / 05 tax bill was greater than the £1,068.00, you would pay interest on the difference from 1 February 2004. On the other hand, should you find that the amount due HMIT was significantly less, HMIT would pay interest to you.

If you do not understand what your TO has done you should contact him or her and they will be happy to talk the matter over.
