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PROGRAMME TIMETABLE
• Registration
• Responsibilities as a self employed individual
• Accounts and Choosing your year end
• Tax and Tax Returns
• Case Study

TEA BREAK
• Allowable expenditure
• Penalties and Enquiries
• VAT
• Money Laundering Regulations 



RESPONSIBILITIES AS A SELF-
EMPLOYED INDIVIDUAL
• The UK operates a “sel f  assessment”  tax system

• Record keeping

• Statutory requirement to keep records for  6 years

• Open a separate bank account

• Need to register  wi th HMRC onl ine

• By 5 October in your second year of  t rading 



ACCOUNTS
Choosing your year end
• UK Tax Year  runs 6  Apr i l  – 5  Apr i l
• But  you can choose when your  account ing  year  ends
• F i rs t  se t  o f  accounts  cannot  be  longer  than 18  months
• F i rs t  year  taxed on  pro f i t s  to  5  Apr i l  

• F i l ing  dead l ine :
– Paper  f i l ing  – 31 October  fo l lowing  the  end o f  the  tax  year
– Elec t ron ic  f i l ing  – 31 January  fo l lowing  the  end o f  the  tax  

year

• What  tax  wi l l  you  pay? – POA,  Class  4  NIC,  C lass  2  NIC 

• Student  loan repayments



BASIS OF TAXATION
• Cash basis

– New rules f rom 6 Apr i l  2017
– Turnover less than cash basis threshold (current ly  

£150,000) can elect  to prepare on cash basis
– Leave the scheme when receipts twice the cash 

basis threshold (current ly  £300,000)
• True & fa i r  basis

– Debtors 
– Work in Progress (WIP)



MAKING TAX DIGITAL
• Introduced in Apr i l  2019 and wi l l  be compulsory i f  you 

earn over VAT threshold
– Opt iona l  i f  be low the  th resho ld

• A requirement to keep dig i ta l  records

• Sel f  employed wi l l  need to f i le  VAT accounts on a 
quarter ly  basis using software not provided by HMRC

• We expect th is  to be ro l led out to sel f-assessment 
income tax in due course af ter  Apr i l  2020



TIMELINE

April 2021 Tax 
year 2020/21 

April 2022
Tax year 2021/22 

April 2023 
Tax year 2022/23 

31 January 2022

-2020/2021  tax 
payment due

- 2021/2022 1st

payment on 
account

31 July 2022

-2021/2022 2nd

payment on 
account



CASE STUDY

• Step 1  – register ing wi th HMRC
– Ber t i e  secu red  pup i l l age  beg inn ing  1  Oc tober  2019
– His  f i r s t  s i x  mon ths  pup i l l age  award  i s  tax  f ree  (1  Oc tober  2019  –

31  March  2020)
– The  second  s i x  mon ths ,  1  Apr i l  – 30  Sep tember  2020 ,   s ta r t s  h i s  

accoun t i ng  pe r i od
– Ber t i e  reg i s te rs  w i th  HMRC as  be ing  se l f  emp loyed  and  fo r  C lass  2  

N IC  be fo re  6  Oc tober  2022 ,  
• Step 2  – Account ing Year  End

– Ber t i e has  dec ided  tha t  h i s  accoun t i ng  yea r  end  w i l l  be  5  Apr i l
(NB:  HMRC w i l l  i gno re  the  f i r s t  f i ve  days  f rom 1  Apr i l - 5  Apr i l  2020  
so  a  tax  re tu rn  fo r  2019 /20  need  no t  be  comp le ted  bu t  i f  you  
reg i s te r  and  say  you r  t rade  s ta r ted  on  1  Apr i l  2020  HMRC’s  sys tem 
w i l l  i ssue  a  2019 /20  tax  re tu rn )

– Ber t i e ’s  f i r s t  accoun t i ng  yea r  runs  1  Apr i l  2020  – 5  Apr i l  2021
– Ber t i e has  rece i ved  cash  o f  £50 ,000  and  i ncu r red  expenses  o f  

£30 ,000 .   He  the re fo re  has  p ro f i t s  o f  £20 ,000  on  wh ich  he  i s  taxed



CASE STUDY
• Step 3 – the Tax Return

– Ber t ie ’s  tax  re tu rn  has  been comple ted ,  w i th  add i t ion  to  the  
pro f i t  f rom h is  se l f  employment  as  a  bar r i s te r ;  there  is  a lso  a  
smal l  amount  o f  bank  in te res t .  H is  tax  and NI  l iab i l i t y  fo r  the  
tax  year  2020/21   i s  ca lcu la ted  a t  £2 ,680

– Ber t ie ’s  tax  re tu rn  is  due e lec t ron ica l l y  by  31  January  2022
– Ber t ie ’s  tax  b i l l  o f  £2 ,680  i s  due by  31  January  2022
– Ber t ie  i s  a lso  due to  make two payments  on  account  towards  

h is  2021/22  tax  l iab i l i t y  o f  £1 ,340 (£2 ,680/  2 )

Payment due 31 January 
2022

Payment due 31 
July 2022

2020/21  Balancing payment

2021/22 1st Payment on Account

2021/22  2nd Payment on Account

2,680.00

1,340.00

1,340.00

Total 4,020.00 1,340.00



CASE STUDY

• Step 4 – next  year ’s  tax return

– We then prepare  the  2021/22  tax  re tu rn  and see tha t  Ber t ie  has  
a  tax  l iab i l i t y  o f  £11,380 based on  a  p ro f i t  o f  £50,000.

– Ber t ie  has  a l ready  made two payments  on  account  to ta l l ing  
£2 ,640.00  wh ich  leaves  a  ba lance o f  £8 ,740.00  to  be  pa id  on  
31  January  2023

– But  there  is  someth ing  e lse  Ber t ie wi l l  need to  pay  on  th is  da te  
– the  f i r s t  payment  on  account  fo r  the  nex t  year ’s  l iab i l i t y.   
Th is  year,  they  w i l l  be  £5 ,690 (50% o f  the  £11,380 l iab i l i t y )  and 
th is  makes  the  to ta l  payment  to  be  £14,430 due to  be  pa id  by  
the  31  January  2023



TEA 
BREAK



EXPENDITURE
General ly,  HMRC al low you to deduct a l l  expendi ture that 
is :
• Incurred “whol ly  and exclusively”  for  the purpose of  

generat ing your business income.  

• Revenue in nature – al though plant and machinery may 
qual i fy  for  capi ta l  a l lowances.

• Not an expense that is  speci f ica l ly  d isal lowed by 
statute/case law. 

The fo l lowing expenses are not an exhaust ive l is t  but 
helps g ive you an understanding of  the main expenses 
usual ly  c la imed.



ALLOWABLE EXPENDITURE 
Revenue
• Chambers rent and/or c lerk fees
• Pract ice cert i f icate,  Indemni ty insurance and Data 

Protect ion Act payments
• Accountancy fees
• Business Use of  Home:

Ø A reasonab le  p ropor t ion  o f  househo ld  cos ts  o r
Ø Fla t  ra te  (be tween £10 and £26 per  month)  depend ing  on  

number  o f  hours  worked f rom home (25  hours  to  101 hours  a  
month)  

• Mobi le/ internet costs – business use only



ALLOWABLE EXPENDITURE 

• Books & Stat ionery
• Col lars,  bands and studs 
• Bank charges for  operat ing a business account.  
• Bank interest  - i f  account overdrawn to sett le business 

expenses (under the cash basis f inance costs capped at  
£500) 

• Travel  (normal  commuting does not count,  i .e .  home to 
chambers)

• Hotels and reasonable subsistence costs i f  incurred 
dur ing qual i fy ing business travel  



ALLOWABLE EXPENDITURE 

Motor Expenses:

Ø Annual  a l lowance given based on the cost of  the car 
and a percentage (18% to 6%) dependant on the CO2
emission (110g/km) less any pr ivate use. Plus road tax,  
insurance, MOT/serv ic ing, fuel  costs less pr ivate use or

Ø Claim based on HMRC AMAP rates  of  45p a mi le for  
f i rs t  10,000 business mi les then 25p thereafter  

Ø Car lease payments a l lowable subject  to a 15% 
restr ic t ion for  renta l  of  cars wi th CO2 over 110g/km less 
pr ivate use



ALLOWABLE EXPENDITURE
Capital – Qualifying Plant & Machinery 
Cash Basis – simply c la im a deduct ion for  cost of  asset.  
Inc lude sale proceeds as income i f  assets later  sold.

True & Fair  Basis - Annual  Investment Al lowance current ly  
a l lows 100% rel ief  on purchases of  up to £200,000 (£1m 
from 1 Jan 2019) therefore in real i ty  a l l  qual i fy ing costs 
wi l l  be fu l ly  deduct ib le
• Wigs and Gown (but laundry costs a l lowed as revenue)
• Sui tcase Trol ley bags
• Laptops /  iPADs, less any pr ivate use adjustment



EXPENDITURE
Disallowable
• Costs  o f  BPTC
• Interest  on the loan taken out  to  pay for  BPTC
• Dinners a t  the Inn
• Inns of  Cour t  membersh ip
• Cloth ing e.g.  su i ts ,  sh i r ts ,  shoes etc .  
• Cl ient /Contact  enter ta in ing
• Park ing/speeding f ines
• Payment  o f  Tax and Nat ional  Insurance 
• Overdraf t  fees to  fund pr ivate expenses



PENALTIES & ENQUIRIES
• Fai lure to submit  a tax return on t ime

– 1 day  la te  – £100
– 3 months  la te  – £10 fo r  each day  up  to  90  day  max 
– 6  months  la te  – £300 or  5% o f  tax  due,  wh ichever  i s  the  h igher
– 12 months  la te  – £300 or  5% o f  the  tax  due wh ichever  i s  the  

h igher   Ser ious  cases  may be  asked to  pay  100%

• Fai lure to pay tax due
– In teres t  – cur ren t ly  3 .25%
– Pena l t ies  

• 3 0  d a y s  l a t e  – 5 % o f  t a x  d u e
• 6  m o n t h s  l a t e  – 5 % o f  t a x  d u e
• 1 2  m o n t h s  l a t e  – 5 % o f  t a x  d u e  

• Fai lure to register  wi th HMRC
– Pena l t y  due based on  tax  ou ts tand ing  a t  31  January

• Enquir ies



VAT
• Compulsory regist rat ion

o Turnover exceeds VAT thresho ld (cur ren t ly £85,000) in a ro l l ing 12
month per iod

• Voluntary regist rat ion
o You can reg is te r vo lun tar i l y i f your bus iness turnover is be low

£85,000
• VAT Returns

o Prepared every quar te r
o Return has to be submi t ted on l ine one month and seven days af te r

the quar te r end
o Payment is due same t ime as submiss ion dead l ine
o Making Tax Dig i ta l f rom Apr i l 2019

• Input VAT
o 50% on lease payments o f car
o Two dark su i t s and s ix tun ic sh i r t s
o May recover input VAT on serv ices i f incur red s ix months before

e f fec t i ve date o f reg is t ra t ion i f the serv ice is fo r a taxab le bus iness
purpose

o I npu t VAT on goods may be c la imed i f incur red up to four years
before e f fec t i ve date o f reg is t ra t ion i f goods s t i l l used in the
bus iness

.



MONEY LAUNDERING REGULATIONS 
• What is money laundering?
• Does this affect me?

– Regulat ions apply  to  a  number  o f  persons inc lud ing 
• tax  adv i se rs
• i ndependen t  l ega l  p ro fess i ona l s  (  f i rm  o r  so l e  p rac t i t i one r )  when  

dea l i ng  w i t h  
– B u y i n g  o r  s e l l i n g  o r  p r o p e r t y
– M a n a g i n g  c l i e n t  m o n e y,  s a v i n g s  o r  s e c u r i t i e s
– O r g a n i s a t i o n  o f  c o n t r i b u t i o n s  n e c e s s a r y  f o r  c r e a t i o n ,  o p e r a t i o n  o r  

m a n a g e m e n t  o f  c o m p a n i e s
– C r e a t i o n ,  o p e r a t i o n  o r  m a n a g e m e n t  o f  t r u s t s ,  c o m p a n i e s  o r  s i m i l a r  

s t r u c t u r e s

• Important decision in Bowman v Fels
• Obl igat ions 
• Penalt ies

– Fine or  up to  2  years  impr isonment



USEFUL CONTACT DETAILS
• Registering for Self Assessment and National Insurance contributions if you are a self-employed 

sole trader
https://www.gov.uk/government/publications/self-assessment-and-national-insurance-contributions-register-if-youre-a-self-employed-
sole-trader-cwf1  

• Record Keeping software
https://www.gov.uk/government/publications/record-keeping-and-simpler-income-tax-applicationssoftware
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