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				Introduction

				As Scarlett O’Hara pointed out in Margaret Mitchell’s Gone with the Wind: ‘Death, taxes and childbirth! There’s never any convenient time for any of them.’ But inconvenient and unwelcome as tax is, you just can’t afford to be in the dark about this subject. Everyone needs to know about tax because paying the correct amount of tax when it’s due is compulsory. Failing to do so brings a range of penalties from a simple fine to a long spell in prison.

				These days, avoiding having to deal with HM Revenue & Customs (HMRC) at some stage in your life is difficult. Two generations or so ago, only the minority of people paid tax. Most people earned their weekly cash wage packet and that was that. Now, practically no one escapes the taxman’s net. You can be a customer of the tax system as an employee, employer, self-employed worker, parent and consumer. You generally start paying income tax and national insurance as soon as you start work and some people carry on paying tax well beyond the grave. And many state benefits are now administered by HMRC, so if you are lower paid or out of work, you need to make contact with HMRC for any claims.

				The UK tax system is complicated and ever-changing. However, one factor remains unaltered – we need taxes to pay for public services such as hospitals, schools, roads and fire and police services. Yet, we would all rather have more money in our own pocket to spend on our families and ourselves. Reading this book helps you to square this circle by using many legitimate ways to ensure that you pay the taxman the minimum amount possible, and not a penny more.

				About This Book

				Tax 2010/2011 For Dummies is designed to give you an understanding of the UK tax system and help you pay the right amount of tax for your situation. It contains many tax-saving tips to help you legally reduce your tax bill and plenty of warning points to help you avoid the pitfalls.

				But Tax 2010/2011 For Dummies isn’t just about saving tax. In this book I show you how the system works and your role in it. I tell you where you can find more information, often at no cost. I give you hints and tips on how to deal with HM Revenue & Customs (HMRC) and provide guidance on how to file your own self-assessment tax return.

				Conventions Used in This Book

				To help you navigate through this book, I set up a few conventions:

				Italics are used for emphasis and to highlight new words or defined terms.

				Bold faced text indicates the key concept in a list.

				Monofont is used for web and email addresses.

				What You’re Not to Read

				This book is primarily an action guide to dealing with your taxation affairs. The text in grey boxes throughout the book contains information that’s interesting but not essential. So, you can choose to read a sidebar if the topic appeals to you, but if you skip over it, you aren’t missing out on anything you really need to know.

				Foolish Assumptions

				While writing this book I made some assumptions about you:

				You aren’t a tax professional. If you are, you have plenty of reference books and manuals to choose from and are far too experienced to be reading a basic guide to the tax system.

				You don’t need hand-holding to fill in your annual self-assessment tax return. I don’t go through the self-assessment form step-by-step because the HMRC guidance that accompanies the tax return is very comprehensive and easy to follow. Instead, I offer tips that you can put to use beforehand so that you can fill in the form easily and quickly, and hopefully save some of your hard-earned cash.

				You don’t want tax to be an all-consuming pastime. You want to know just enough to make sure that you pay the right amount and claim what you’re entitled to.

				You want to know the pitfalls as well as the plus points when it comes to organising your finances to minimise tax. This applies particularly to investment choices, and deciding whether to give assets away to children and grandchildren.

				You’re willing to seek professional advice if you’re unsure about anything. You don’t make financial decisions lightly, and if you need more info than I provide in the book, you’ll get some support from the professionals and organisations I suggest.

				How This Book Is Organised

				This book has six major parts, each on a different theme. Each part is divided into chapters relating to the theme, and each chapter is subdivided into individual sections relating to the chapter topic. Additionally, check out the table of contents at the start of this book and the detailed index at the end to help you pinpoint a specific area of interest.

				Here’s an outline of what you can expect to find out about in each part.

				Part I: Tax Facts

				This part is essential for understanding the tax system in the UK. I take you through the legal framework and the internal workings of HM Revenue & Customs (HMRC). I help you get to grips with self assessment and what it means for you. I also tell you how to organise your paperwork and how to work out how much tax you owe.

				Part II: Tax Through Your Ages

				In this part, I look at how tax affects you in your personal life. I examine tax-efficient savings and investments and how to take advantage of the tax breaks on offer. I look at the tax implications of having kids and getting on the property ladder, and I also include a run through of inheritance tax issues that may affect your estate after your death.

				Part III: Pensions and Benefits

				This part tells you how to maximise your pension pot in the most tax-efficient way and explains the state retirement pension and surrounding tax issues. Then I look at other state benefits that HMRC administers, and outline which ones you can expect to receive if you’ve paid national insurance and which ones you have to pay tax on.

				Part IV: Working for Someone Else

				This part concentrates on being an employee, looking at the Pay As You Earn (PAYE) system in detail and telling you how to check your tax and national insurance payments. In addition, I guide you through which employment-related perks are taxable and which are tax free.

				Part V: Working for Yourself

				Working for yourself can be the best, or worst, thing you ever do. Getting organised and setting up properly for tax from the start hopefully helps to set you on the path to success. In this part I help you decide which business structure is best for you. I show you what you can claim for tax purposes and help you understand how your tax bill is calculated. Finally, I take you through the practicalities of turning a business into a limited company.

				Part VI: The Part of Tens

				This part is an essential ingredient in any For Dummies book. Each of the three chapters contains ten succinct, must-know points. In this part, I sum up tax-saving ideas and give you a rapid revision course on how to deal with HMRC. The final chapter gives a quick romp through the most important things to keep in mind when you run your own business.

				Icons Used in This Book

				Within each chapter you find the following icons pointing you to particular types of information that you may find immediately useful:

				[image: example.eps]This icon contains true-to-life examples to help illustrate a point. These examples are designed to give you a better understanding of how to put the theory into practice, but if you already have a grasp of the topic, you can skip over them.

				[image: Remember.eps]Keeping in mind the tips that this icon highlights can make your tax life easier.

				[image: Tip.eps]The bull’s-eye highlights things you can do to minimise your tax bill and general advice on how best to arrange your tax affairs.

				[image: warning_bomb.eps]This icon marks pitfalls, traps and other things that you definitely shouldn’t do if you want to stay on the right side of HMRC.

				[image: TechnicalStuff.eps]Where you see this icon you know that the accompanying text is a little more complex. If you’re struggling to get to grips with the detail, feel free to move on.

				Where to Go from Here

				You can read this book in several ways. You can start at the front cover and read all the way through to the end. Reading the book this way gives you a good understanding of the UK tax system because it covers all the main taxes (income tax, capital gains tax, inheritance tax, corporation tax, stamp duty, VAT and national insurance).

				Alternatively, you can pick a topic that interests you and go straight to it. This book is set up so you read the bits that interest you in self-contained sections. If you do want to skip about the book, I recommend that you read Part I first. This gives you a good foundation for understanding the whole taxation process. But of course, you can read it in any way you want – it’s your book.

				Wherever you go from here, whenever you find a piece of advice or a warning that applies to you, copy it, and then fix it to the fridge with a magnet, or pin it up on your notice board, and then don’t forget to act on it. And as you read through this book, why not make pencil notes on your tax form to help you when you come to complete the form for real? Being informed and planning well ahead is the best tax advice anyone can give you.

			

		

	
		
				
					Part I

					Tax Facts

				
					[image: 662557-pp0101.eps]
				

				In this part . . .

				Do you find the subject of taxation decidedly taxing? Does working out your tax bill leave you nursing a pounding headache? Never fear – this part is just for you and gently eases you into the basics of the UK tax system. Think of this part as the foundation stone on which you can build and broaden your knowledge – or the code-breaker that helps you understand the taxman’s gobbledegook.

				In this part I tell you how the tax system works, what you have to do to keep on the right side of the law and how to make life easier for yourself by getting properly organised. I also explain the self-assessment system, so that you have a good understanding of how to complete the right forms, calculate your tax bill and pay anything you owe on the right date (so avoiding any nasty fines).
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Any Contractors Ltd
56 High Street
Anytown
ABC 123

Contractor’s Employer's Reference Number: 123/456789

Construction Industry Scheme
Statement of payment and deduction for month ending:
05 April 2010

Subcontractor Mr AN Other
Name 98765 43210
Unique Taxpayer Reference

Verification Number®

Gross amount paid (excl VAT) (A) £5450.36
Less cost of materials £584.72
Amountliable to deduction @ 20% £4865,64
Amount deducted (B) £973.12
Amount payable (A~ B) £389253

* Verification number only to be entered where a deduction at
the higher rate has been made.
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Invoice Number 1569

VAT registration number 867 4536 26
To: ABC Limited, 45 Pound Street, London, WIC 4XX

From: Widgits Abound Ltd, 23 Euro Lane, Brighton, Sussex, BH34 2R6

Quantity | Description and Price | Amount_| VAT | VAT

per Unit (exc. VAT) | Rate | Payable
12 Door handles @£1000 | £120.00
7 Door hinges @ £5.00 £35.00
% Letter box covers @ £17.00 | £408.00

Total 56300 | 17.5% | 93.60°

“Cash discount of 5% if | £28.15
paid within 30 days
VAT £9350

Total £656.60
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