INFORMATION REQUIRED FOR COMPLETION OF THE FINAL ACCOUNTS AND CORPORATION TAX COMPUTATIONS

A detailed nominal account between the accounting period start date and end date should be provided for each of the analyses mentioned below.

1. Fixed Assets 

(a) Additions separately identifying items under finance leases. 

For disposals, please provide a breakdown of NBV and proceeds including the calculation of the profit/loss on disposal as shown in the P&L account. 

Details of depreciation charge and the analysis of where it is debited in the P&L account. 

(b) For assets held on finance leases please provide the following: Details of additions including copy finance agreements. Net book value of disposals. Depreciation. 

Net book value at the beginning and at the end of the period. 

The creditors included in the accounts at the beginning of the period.  

Payments made and the closing creditors.  

Details of finance lease interest paid. 

2. Other balance Sheet Accounts 

(a) Individual Nominal accounts should be used to analyse the following balance sheet categories: 

Other debtors, 

Prepayments, 

Other creditors. 

Taxes and social security. 

Accruals and deferred income. 

 (b) All specific and general provisions in the accounts should have individual accounts. Where provisions are calculated on a formula type basis, details of the basis of the calculation should be given in the audit file. 

Please provide details of any pension contributions unpaid at the year-end, separately identifying employee's and employer's contributions. 

A deduction is only allowable for a provision if the amount has been calculated on specific or scientific basis as opposed to general provisions.  

3. Detailed Profit & Loss Account 

Please provide analyses of the following profit &loss items, reconciling to the trial balance: 

Other operating income.

Staff costs, depreciation, other operating charges. 

Interest receivable and similar income. 

Bank and other interest payable. 

Details of entertaining expenditure incurred (separately identifying staff entertaining and subsistence). 

Details of any gifts made to staff or customers. 

Other analyses: 

(i) Sundry/miscellaneous expenses. 

(ii) Office and general costs. 

(iii) Staff remuneration. 

(iv) Any establishment expenses. 

(v) Administrative charges. 

(vi) Advertising costs indicating and customer gifts which exceed £100 each or any entertaining. 

(vii) Travel (including entertaining). 

(viii) Repairs and renewals highlighting any capital items written off. 

(ix) Subscriptions and donations. 

(x) Legal and professional fees indicating the purpose of the fees. 

(xi) Consultancy fees indicating the purpose of the fees. 

Full details of all exceptional/extraordinary items including redundancy or reorganisation costs. Indicate where items are provided as opposed to incurred. 

4. Cars Under Operating Leases 

For all cars with a value in excess of £ 12,000 held under operating leases please provide the following: 

Rental payments in the period and any maintenance element therein. 

The market value of the car when new.  

The registration number and model. 

5. Directors Emoluments 

Please provide an analysis of all directors' emoluments as shown in the accounts including salaries, bonuses, benefits in kind and pension contributions. 

6. Tax Account 

Please provide details of tax account movements including opening creditor/debtor payments and receipts and the current balance held. 

7. Deeds of Covenant / Gift Aid 

Please provide details of amounts paid under deed of covenant or gift aid. Donations to a registered charity are deductible for tax purposes provided the donation is made wholly and exclusively for the purposes of the company’s trade. It may also be possible to obtain relief for donations made to obtain relief for donations made to local bodies established for educational, cultural, religious, recreational or benevolent purposes, provided the sum involved is not significant to the company’s business. 

The costs of sponsoring a sporting event music concert art festival etc should qualify for relief if it can be demonstrated that the money is spent to to promote the company’s trade eg advertising (rather than supporting a directors personal hobby or interest) and not of a capital nature.
8. Capital Expenditure 

Expenditure of a capital nature cannot be deducted against the company’s profits for tax purposes and must therefore be added back. Capital expenditure can be defined as expenditure incurred not only once and for all, but with a view to bringing into existence an asset or an advantage for the enduring benefit of a trade. Depreciation is the systematic write off of capital expenditure in the accounts.  This is always disallowable except in the case of a post 11 April 1991 finance lease (to be discussed later).

9. Dividends

1. Dividends paid by a UK resident companies are not charged to corporation tax in the hands of a recipient company shareholder.

2. Dividends paid by a non-UK resident company to a UK recipient company are not taxed under Schedule D Case I but under Schedule D Case V.

3. Dividends paid by a UK Company are not tax deductable.   

[NB there is no need to adjust for them as long as the computation starts at a point before the tax and the dividends.]

10 Remuneration (salaries and bonuses)

Remuneration which is accrued at the end of a corporation tax accounting periods is only deductible in that period if it is paid within 9 months of the period end.  If it is not paid within 9 months it is carried forward and only deducted when paid.  Redundancy and other payments are normally deductible when incurred. 

Pension contributions (to an approved fund) are deductible as a trading expense in the corporation tax accounting period in which they are paid.

11. Fines and Parking

Parking and the Congestion charge can be claimed as a staff expense. These are usually exempt of VAT.  Fines are only claimable if they are treated as a benefit in kind. This is complicated so is probably best paid by the employee personally and the employer then renumerated an excess to compensate. 

12 Entertaining

Expenditure on business entertaining (eg to customers, suppliers etc) is specifically disallowable. Input VAT is not reclaimable even if charged on restaurant bills. Expenditure on staff entertaining (eg training, board meetings and staff Christmas parties) is allowable. Subsistence paid to staff is allowable on actual bills incurred when they are working away from home or their usual place of work. Lunch at a client’s is OK, but not allowable if at the main place of work. VAT treatment is identical to corporation tax. 

13 Gifts

The only circumstances which expenditure on gifts is deductible are

(a) If the gift incorporates a conspicuous advertisement for the company’s trade

(b) The cost to the company does not exceed £10 per recipient in any one year and

(c) It is not a gift of food drink or tobacco. 

14 Interest Payable

Interest payable on borrowing or loans taken out for trading purposes is relieved as a trading expense on an accrual basis. 

Interest incurred on non-trade borrowings for example to fund the purchase of investments rerieved as a non-trading debltt. 

15 Interest Receivable

Interest receivable arising on a trading loan will be treated as a trading receipt and therefore taxable under Schedule D Case 1.  This is not likely to arise unIess the trade is one of money lending.  

Other interest receivable (bank interest, building society interest etc)  is taxable under Schedule D Case 3 on an accruals basis.

Interest payable and interest receivable on non-trade borrowings must be pooled to form either a non-trading credit  or a non  trading debit in the period.  

16 Leased Cars

Where a lease/hire car has a retail price in excess of £12000 the deduction for the leased payment is restricted.  

The formula for calculating the permanently disallowable element is 

Rental x (50% x retail price less £12000) divided by the retail price 

Input VAT is not reclaimable on company cars. 

17 Pre-Trading Expenditure 
A deduction is available in the Schedule D Case 1 computation for expenses incurred before a company commences its trade.

However the expenditure must be of type that would qualify as a trading deduction in the case of a continuing trade.

Relief is only given for expenses incurred within the 7 years before the start of the trade as the expenditure treated as having been incurred on the date on which the trade commences.  You can enter such expenses onto the system. 

