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The Momentic HMRC for Business Workbook
" A budget is telling your money where to go,
instead of wondering where it went"
- Dave Ramsey, Financial Expert"
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	We will use this session as an opportunity to find out how much you know and understand about HMRC and your responsibilities as a business.

Throughout the session and after, consider what your strengths and weaknesses are in this area.
Think about what opportunities may arise from having good HMRC knowledge and compliance, and if there are any risks or challenges to look out for…

Before any journey, you need to know your starting point. This section helps you honestly assess your current HMRC knowledge and mindset. By identifying your strengths and areas for growth, you’ll be able to focus your efforts where they’ll make the biggest difference. Remember, everyone starts somewhere. This isn’t about judgement, it’s about creating your personal roadmap to confidence in dealing with HMRC as a business. Here’s a little task to get started…

Rate yourself 1-10 in each area:

	HMRC for Business Skill:
	Overall Rating
(1-10)
	Goal Rating
(1-10)
	Priority (High/Medium/Low)

	Understanding my HMRC obligations as a sole trader or limited company
	
	
	

	Registering with HMRC correctly and on time
	
	
	

	Keeping accurate records for HMRC
	
	
	

	Submitting Self-Assessment returns or Corporation Tax returns
	
	
	

	Planning for Tax liabilities
	
	
	

	Understanding VAT registration, rates and submission
	
	
	

	Confidence in dealing with HMRC communications and deadlines
	
	
	


Quick Reflections:
My strongest business trait in terms of my business & the HMRC is: _________________________________ 
I most want to improve: _______________________________________
	HMRC for Business - S.O.A.R Analysis
SWOT “SOAR” Strengths, Opportunities, Aspirations, Results

	
Strengths:
What do I already do well when it comes to HMRC?
Example: Registered on time, keep accurate records, meet deadlines

Please give a minimum of 3 strengths or things you do well or have done well with regards to Budgeting & Finance for you and/or your business.

· 



· 



· 



· 

	
Opportunities:
What could better HMRC knowledge and compliance bring to my business?
Example: Avoid penalties, improve credibility, make informed financial decisions

Please list 3 potential opportunities that you feel good Budgeting & Finance could provide for you and/or your business.
 

· 



· 



· 



· 


	

Aspirations:
What do I want to achieve in relation to HMRC?
Example: Always file early, understand VAT fully, feel confident with tax obligations

· 



· 



· 


	

Results:
How will I measure success in managing my HMRC responsibilities?
Example: No late fees or penalties, smooth submissions, confidence in record-keeping

· 



· 



· 




HMRC Myths Busted
Many business owners worry about HMRC because of misconceptions about what it requires. This section tackles the most common myths that hold people back. By understanding what HMRC really involves (and doesn’t), you’ll approach it with less anxiety and more confidence. The truth is, you don’t need to be a tax expert to stay compliant with HMRC!

Common HMRC Myths - Let's Get Real
Myth 1: "HMRC is out to catch me out"
✓ Truth: HMRC’s aim is to collect the right tax, not punish honest mistakes. Support, helplines, and guidance are available.

Myth 2: "I don’t need to register until I’m making a lot of money"
✓ Truth: You must register with HMRC as soon as you start trading, not when you hit a certain income.

Myth 3: "I only need to think about HMRC once a year"
✓ Truth: Record-keeping is ongoing. Staying on top of it makes Self-Assessment and VAT returns easier and stress-free.

Myth 4: "My accountant deals with everything, so I don’t need to worry"
✓ Truth: Accountants can help, but you’re legally responsible for your returns, records, and deadlines.

Myth 5: "If I’m making sales, HMRC will automatically know"
✓ Truth: HMRC only knows what you tell them through your submissions. You must report your income and pay the correct tax.

My biggest HMRC fear/apprehension is: _________________________________

What I now realize: _________________________________

Current Reality & Preparation

This section helps you audit your current HMRC activities (even if that’s “none”!) and understand your comfort levels with different types of HMRC responsibilities. By mapping out where you are now, you can make conscious choices about where to focus your energy. The comfort zone exercise is particularly powerful — it shows you exactly where your growth opportunities lie and helps you plan gradual steps forward rather than overwhelming leaps.

My Current HMRC for business Activities:

	Activity:
	Frequency:
	Effectiveness
	Keep / Change / Stop

	E.g. Recording income and expenses for HMRC
	Every now and again
	Limited
	Change [improve]

	E.g. Filing Self-Assessment on time
	Never
	None
	Change [start going]

	
	
	
	



If you wrote "none" - that's okay! This workshop is your starting point
My HMRC for business activities Comfort Zones:

Mark with an X where each activity currently sits for you:

	Activity:
	Comfort Zone: (Easy – do it without issue)
	Comfort Zone:
(Medium – find it challenging)
	Comfort Zone:
(Hard – scares me, don’t do it at all)

	Registering with HMRC as self-employed or limited company
	
	
	

	Keeping digital and paper records for HMRC
	
	
	

	Filing a Self-Assessment return
	
	
	

	Submitting VAT returns (if registered)
	
	
	

	Updating spreadsheets to help me
	
	
	

	Calculating and paying National Insurance contributions
	
	
	

	Knowing where to look and find all my own finances
	
	
	

	Reading and responding to HMRC letters or emails
	
	
	

	Knowing what expenses I can claim
	
	
	

	Understanding Corporation Tax (if limited company)
	
	
	



One activity I'll attempt to move from “Hard” to “Medium” comfort zone: _______________________

How I propose to do that: _________________________________

Your HMRC Budgeting Considerations
Your essential HMRC Tax and compliance considerations

This section helps you calculate exactly what you need to set aside from your business to stay compliant with HMRC. Many business owners underestimate or ignore this crucial number, which leads to penalties, stress, and unexpected bills. By completing this exercise, you’ll have clarity on your minimum HMRC provision the foundation for stress-free business management.

Monthly Personal Expenses Tracker
Fill in your actual estimated costs. Be realistic underestimating creates nasty surprises later!

(NB* Note all of these will be applicable to you and your business)

Core HMRC Obligations
✓ Income Tax (Self-Assessment): £_____
✓ National Insurance (Class 2 & Class 4): £_____
✓ Corporation Tax (if Ltd): £_____
✓ VAT liability (if registered): £_____
✓ PAYE/NI (if you employ staff): £_____
Subtotal: £_____

Ongoing Compliance Costs
✓ Accountant/bookkeeper fees: £_____
✓ Payroll software / HMRC-compatible software: £_____
✓ ICO data protection fee (if applicable): £_____
✓ HMRC late fees / penalties (if relevant): £_____
Subtotal: £_____

Business-Linked Costs for HMRC Compliance
✓ Time allocated for record-keeping/admin: £_____
✓ Training/professional development on tax & compliance: £_____
✓ Insurance linked to compliance (e.g. tax investigation cover): £_____
Subtotal: £_____

TOTAL MONTHLY HMRC PROVISION: £_____

Income Already Allocated Towards HMRC
✓ Money set aside from sales (e.g. 20–30% rule): £_____
✓ Tax savings account balance: £_____
✓ Other provision for tax: £_____

Subtotal: £_____

MY MINIMUM MONTHLY HMRC SET-ASIDE NEEDED:

Total HMRC Provision £_____ – Current Provision £_____ = £_____

This is what you MUST set aside to meet your HMRC responsibilities and avoid penalties!

HMRC and Universal Credit
How They Overlap
If you are self employed and claim Universal Credit, both ‘His Majesty Revenue & Customs’ (HMRC) and the ‘Department for Work and Pensions’ (DWP) need accurate information about your income. Although they are separate systems, your 

HMRC obligations impact your Universal Credit payments. HMRC requires you to file a Self Assessment return once a year by 31 January, covering the previous tax year. Universal Credit requires you to report your income and expenses every month in your UC account, in line with your assessment period.

Universal Credit uses a cash style approach. You report the money that came in and the expenses you actually paid out during that monthly period. This period is known as your ‘Assessment Period’. You can find out what your Assessment Period (AP) is via the ‘Self-Employment’ tab in your Universal Credit Gateway Login. You can deduct Income Tax, National Insurance, pension contributions, and VAT if you chose to report VAT inclusive, but only if they were actually paid in that Assessment Period. You can only claimed ‘banked income’, not invoiced income. Only revenue that has actually hit your account in that assessment period. Losses for the purposes of your universal credit, can be carried forward to reduce future months when you make a profit.


Minimum Income Floor (MIF):
The amount of money each month in profit Universal Credit/Job Centre Plus require you to meet/exceed in order for you to remain/become ‘Gainfully self-employed’.

Rates: April 2025/2026
(Customers aged 21+)

	Number of hours UC Require you to look for work
	MIF amount in £

	35 hours (Full time)
	£1642.72

	30 hours (often for those with school age children)
	£1446.95

	25 hours
	£1251.19

	20 hours
	£1055.42

	16 hours
	£846.56



HMRC and Universal Credit both require good record keeping, but there are differences.

HMRC allows annual accounting and either cash basis or traditional accounting. UC requires monthly cash style reporting only. HMRC applies tax and NI annually, UC deducts them in the month actually paid. HMRC handles VAT separately, UC gives you the choice of VAT inclusive or exclusive reporting. Both allow pension contributions but timing differs.

Worked Example – HMRC vs Universal Credit
Amira is a self employed graphic designer in Brighton. She is not VAT registered.
In May she earns £1,200 with £400 of expenses.
HMRC: Adds £1,200 income and deducts £400 expenses. £800 profit is added to her annual total.
UC: Reports £1,200 income and £400 expenses. £800 profit reported for that month.
In January she earns £1,200 with £400 expenses, but also pays her annual £1,000 tax bill.

HMRC: Adds £1,200 income and deducts £400 expenses. Profit for the year rises by £800. The £1,000 tax payment reduces her tax liability at year end but does not change January’s profit.
UC: Reports £1,200 income, £400 expenses, and deducts the £1,000 tax payment actually made that month. Profit for January is negative £200. The loss can reduce future months unless the 

Minimum Income Floor applies.

Key takeaway: HMRC looks at the year as a whole, UC looks month by month. A large tax payment does not reduce your HMRC profit but it does reduce your UC profit for that month.

Reflection Exercise – Where might my HMRC and UC figures differ?
Take a few minutes to think about your own reporting. The aim is not to be perfect but to spot where gaps or differences might appear:

? Do I currently keep one set of records that I can use for both HMRC and Universal Credit?
? Do I understand how my yearly HMRC totals might not match my monthly UC reports?
? Have I ever had a month where I paid a big bill (tax, NI, VAT) that affected my UC report but not my HMRC profit?
? Do I know if the Minimum Income Floor applies to me?
?Do I know what the surplus earnings rule is and how it might affect me in a high earning month?

Write your reflections here:
In my business, the biggest difference between HMRC and UC is: _____________________________
To avoid confusion or errors, my first action will be: _____________________________

What the correct answers should look like
1. Do I currently keep one set of records that I can use for both HMRC and Universal Credit?
Correct: Yes, I keep one master set of records (spreadsheet, software, or organised folders).
Why: One source avoids discrepancies. If HMRC or DWP ever check, you can point to the same figures.
Example: Maria uses a spreadsheet. She enters every payment and expense once. At the end of the month she totals it for UC, at the end of the year she totals it for HMRC.
2. Do I understand how my yearly HMRC totals might not match my monthly UC reports?
Correct: Yes, because HMRC looks at the whole year, UC looks at monthly periods.
Why: Timing differences mean they rarely match exactly.
Example: In January, Sam pays a £900 tax bill. UC shows a £900 deduction that month. HMRC counts that tax as covering the previous year, not this one.
3. Have I ever had a month where I paid a big bill (tax, NI, VAT) that affected my UC report but not my HMRC profit?
Correct: Yes, whenever I make a lump sum payment.
Why: UC deducts it in the month paid. HMRC applies it across the year.
Example: Amira pays £1,000 in January to HMRC. For UC her January profit shows as a loss. For HMRC she still shows £800 profit that month.
4. Do I know what the surplus earnings rule is and how it might affect me in a high earning month?
Correct: Yes, I understand that if my UC stops because I earn too much, any extra over £2,500 carries into the next month.
Why: It prevents people claiming UC in on off cycles.
Example: In August, Sophie earns £4,000. UC stops that month. Because this is £2,500 over the buffer, £1,500 is carried into September, reducing her UC for that month too.

HMRC vs Universal Credit – Similarities and Differences
	Area
	HMRC (Self Assessment)
	Universal Credit (Self Employed)
	Similarities / Differences

	When you report
	Once a year by 31 January
	Every month in UC assessment period
	Both require reporting, timings differ

	Method of accounting
	Cash basis or traditional
	Cash style monthly only
	Similar if HMRC cash basis is used, UC is stricter

	Income included
	All business income for the year
	All business income for that month
	Both require all income, but periods differ

	Expenses allowed
	Allowable business expenses
	Similar but some differences (capital costs, pensions)
	Strong overlap, not identical

	Tax and NI
	Applied annually at year end
	Deducted in month actually paid
	Both allow, timing differs

	VAT
	Separate VAT returns
	Option to report VAT inclusive or exclusive
	HMRC VAT separate, UC integrates VAT choice

	Pension contributions
	Deducted from annual profit
	Deducted in month paid
	Both allow pensions, timing differs

	Minimum Income Floor
	Not relevant
	Will apply if “gainfully self employed” AFTER startup pe
	Unique to UC

	Surplus earnings rule
	Not relevant
	Carries forward high earnings above buffer
	Unique to UC

	Evidence needed
	Keep records 6 years
	Must provide records if asked
	Both require strong evidence, both accept digital

	Impact of errors
	Penalties, interest, investigation
	Overpayments to repay, reduced benefits, investigation
	Both serious, consequences differ



HMRC Challenges & Solutions
Understanding common compliance pitfalls

Identifying these problems helps you spot them early and take action. This section explores the five main culprits that trip up small businesses, with practical solutions you can implement immediately. Remember: HMRC compliance underpins everything — without it, you risk penalties, stress, and disruption to your business!

1. Missing Deadlines
How it affects my ability to run smoothly:
✓ Risk of fines and interest charges
✓ Stress and sleepless nights
✓ Loss of focus on growth activities
✓ Extra admin time and costs
✓ Worry about HMRC scrutiny

The HMRC deadline I find hardest to meet: ___________________________
My worst “last-minute submission” story: ___________________________

Deadline Management Options Analysis - Consider these options for your business:
	Method
	Pros
	Cons
	For me?

	Use HMRC’s online calendar reminders
	Free and simple
	Needs set-up
	Yes/No

	Set aside a “tax admin day” monthly
	Spreads workload
	Requires discipline
	Yes/No

	Use HMRC app to track obligations
	Handy and portable
	Limited features
	Yes/No

	Hire accountant/bookkeeper
	Reduces stress
	Extra cost
	Yes/No



2. Poor Record-Keeping
Why it matters:
Without good records, it’s easy to miss expenses you can claim or make mistakes on Self-Assessment. Space is often limited too, so going digital can be a lifesaver.

Things to Think About
✓ Do you keep receipts and invoices safely?
✓ Are you tracking expenses regularly or just at year-end?
✓ Can you find records quickly if HMRC ask?
✓ Are you using software or relying on paper piles?

What You Can Do
📂 1. Keep Digital Records — use free/low-cost apps like Wave or QuickFile
📅 2. Log Expenses Weekly — not once a year
💡 3. Store in the Cloud — Google Drive, OneDrive, Dropbox
🧾 4. Back Up Regularly — avoid losing records if your laptop breaks
🔍 5. Review Quarterly — check accuracy before submission time

3. Not Budgeting for Tax
Why it matters:

Many sole traders are shocked when their first Self-Assessment bill arrives. Without putting money aside, it can damage cash flow or personal finances.

Things to Think About
✓ Are you setting aside a % of income for tax?
✓ Do you know how much Class 2 and Class 4 NIC you’ll owe?
✓ Do you have a system to separate tax money from spending money?
What You Can Do
💰 1. Open a Tax Savings Account — transfer 20–30% of income monthly
📊 2. Use HMRC’s “Ready Reckoner” to estimate tax in advance
🧮 3. Review Every 3 Months — adjust provision if income changes
🤝 4. Seek Advice — accountants or Brighton BIPC support can guide you

4. Over-Reliance on Accountant
Why it matters:
It can be common for SMEs to outsource bookkeeping/accounting. However, you still need to understand your obligations. You are still legally responsible!

Things to Think About
✓ Do you rely on your accountant 100%?
✓ Could you explain your tax obligations if asked?
✓ Do you check their work before submissions?

What You Can Do
📘 1. Learn the Basics — use HMRC webinars and YouTube guides
📱 2. Use HMRC App — stay connected to your own records
📝 3. Keep a Personal Checklist — know what’s due and when
🔎 4. Review Accountant Submissions — protect yourself

5. Ignoring Value Added Tax [VAT]/ National Insurance Contribution [NIC] Obligations
Why it matters:
You may want to consider voluntarily registered for VAT. You need to know the implications. NIC also protects state pension rights.

Things to Think About
✓ Do you know the current VAT threshold? (£90,000 from April 2024)
✓ Do you check turnover regularly?
✓ Do you know which NIC class you pay?

What You Can Do
📈 1. Review Turnover Monthly — check against VAT threshold
🧮 2. Learn NIC Rules — know Class 2 (voluntary/credits) and Class 4 (on profits)
🛠 3. Use Digital Tools — FreeAgent, QuickFile, Xero for VAT monitoring
📢 4. Seek Local Support — BIPC at Jubilee Library, Brighton Chamber events

Payments on Account and Cash Planning
Many small business owners are caught out by Payments on Account. These are advance payments towards your next year’s tax bill. They are usually due in two instalments: one at the end of January and one at the end of July.

If your last Self Assessment bill was more than one thousand pounds, and less than eighty percent of your tax was already collected at source (for example through PAYE on a salary), HMRC will assume you will owe a similar amount next year. They will therefore ask you to pay half of that bill in advance twice.

For example:
If your 2023 to 2024 tax bill was £2000, you will pay £2000 in January 2025 plus £1000 towards next year and £1000 again in July 2025. That means your January bill is £3000.

If your income is lower the following year you can apply to reduce Payments on Account, but you must be confident. If you underpay, HMRC can charge interest.

Do I need to make Payments on Account?
Step 1: Did you submit a Self Assessment tax return last year?
☐ Yes → go to Step 2
☐ No → you do not have Payments on Account yet

Step 2: Was your tax bill more than £1000?
☐ Yes → go to Step 3
☐ No → you will not have Payments on Account

Step 3: Was 80 percent or more of your tax already collected at source (through PAYE, CIS, pensions)?
☐ Yes → you will not have Payments on Account
☐ No → you will have Payments on Account

Step 4: If you answered Yes in Step 2 and No in Step 3 → you will make two Payments on Account each year
· First by 31 January
· Second by 31 July

Activity: Estimate your next Payments on Account
Step 1: Write down your last Self Assessment bill: £_____
Step 2: Divide it by 2 to find one instalment: £_____
Step 3: Add that to the balancing payment due in January: £_____
This gives you an idea of what to set aside.

Cash Planning Tips
• Save a fixed percentage of income each month into a separate tax account
• Treat the money as if it does not exist until HMRC takes it
• Use the HMRC app or Ready Reckoner to check how much to set aside
• In busy months, put away a little more to cover quieter months
• Keep a note of your January and July deadlines in your diary

Reflection Prompt
What would change in my business if I always had my Payments on Account covered in advance?

Write your answer: _______________________________________

Allowable Expenses and Home Working
Many business owners miss out on reducing their tax bill simply because they do not claim the expenses they are entitled to. Allowable expenses are the costs of running your business that you can deduct from your income before working out your tax. HMRC’s rule is that they must be wholly and exclusively for business purposes.

Typical examples include materials, stock, tools, professional fees, insurance, marketing, travel, and training. For sole traders who work from home, a portion of household costs can also be claimed.

These can include heating, electricity, gas, council tax, mortgage interest or rent, broadband, landline or mobile phone bills, water, and home insurance.

There are two main ways to claim these costs: the simplified flat rate method or the actual costs method.

The Simplified Flat Rate Method
This is the easiest option. You do not need to calculate bills, rooms, or time. You just count how many hours you work from home each month and apply HMRC’s set rate.
25 to 50 hours a month = £10 claim
51 to 100 hours a month = £18 claim
101 hours or more a month = £26 claim
Example: If you work 20 hours a week from home (around 86 hours a month) you can claim £18 per month, which is £216 per year.

See below snapshot from gov.uk website

[image: ]
https://www.gov.uk/simpler-income-tax-simplified-expenses/working-from-home 

The Actual Costs Method
This method is more detailed and often allows you to claim more. You calculate the percentage of household costs that relate to business use.

You need to work out:
• The number of rooms used for business
• The proportion of time each room is used for business
• The total household running costs

Example 1: Rent and utilities
Monthly household bills total £1200 (rent, council tax, electricity, gas, broadband, insurance).
The house has 5 rooms, and you use 1 room for business.
That room is used 3 days out of 7 for work.
£1200 × 1/5 rooms × 3/7 time = £103 per month allowable expense.

Example 2: Broadband and mobile phone
Broadband bill = £30 per month. You use 70 percent for business.
Allowable expense = £21 per month.
Mobile phone bill = £40 per month. You use 50 percent for business.
Allowable expense = £20 per month.

You can choose which method works best for your business, but you cannot claim both methods on the same costs.

Things to think about
Do I know what counts as allowable expenses in my sector?
Do I keep all receipts and invoices?
Do I claim for the business use of my home?
Do I know how to handle vehicle costs fairly and correctly?
Do I review my expenses regularly or only once a year?

Activity: Expense Checklist
Write down one expense you know you claim already
Write down one expense you are unsure about
Write down one expense you think you should claim but do not currently
Now check HMRC guidance or ask an adviser to confirm whether you can include them.

Cash Saving Tips
Keep a digital copy of every receipt by snapping it on your phone
Use a simple spreadsheet to track categories each month
Review subscriptions and direct debits to check they are still needed
Claim mileage at the HMRC approved rate instead of guessing fuel costs
Do a quarterly review to make sure you are claiming everything correctly

Reflection Prompt

What difference would it make to my business if I claimed every allowable expense?

Write your answer: _______________________________________

Digital Record Keeping and “Make Tax Digital” (MTD) Readiness
HMRC requires businesses to keep accurate records, and with Making Tax Digital (MTD) these records increasingly need to be kept in digital form. Good record keeping is not just about compliance — it saves time, reduces stress, and helps you make better decisions.

What is Making Tax Digital (MTD)?
Making Tax Digital is an HMRC programme designed to modernise the tax system. Its aim is to make it easier for businesses and individuals to keep on top of their tax affairs, reduce errors, and encourage digital record keeping.

MTD first came into effect in April 2019 for VAT registered businesses with turnover above the VAT threshold. From April 2022, all VAT registered businesses had to comply, even those below the threshold. The government has since announced staged plans to extend MTD to Income Tax Self Assessment (ITSA).

Why was MTD introduced?
• To reduce common errors in tax returns caused by manual entry
• To make tax reporting more efficient and accurate
• To encourage businesses to use digital tools that simplify record keeping
• To allow HMRC to collect and monitor tax in a more timely way

Key MTD Timeline
April 2019: MTD starts for VAT registered businesses with turnover above the VAT threshold
April 2022: All VAT registered businesses must comply with MTD for VAT
April 2026: MTD for Income Tax Self Assessment begins for sole traders and landlords with income over £50,000
April 2027: MTD for Income Tax Self Assessment extended to those with income between £30,000 and £50,000
Not yet confirmed: Plans for partnerships and those earning under £30,000 are on hold while HMRC reviews the impact

What Records Must I Keep?
• Invoices you send to customers
• Invoices and receipts from suppliers
• Bank statements and loan agreements
• Mileage and travel logs if you claim vehicle expenses
• Payroll records if you employ staff
• Copies of submitted tax returns and VAT returns
These must usually be kept for at least 6 years.

Simple Digital Workflow
1. Capture every receipt straight away with your phone camera
2. Save into a cloud folder such as Google Drive or OneDrive
3. Use clear file names with dates and supplier names
4. Update your spreadsheet or software weekly
5. Back up your data regularly
6. Review your records quarterly to make sure everything is in order

Software Options
Free or low cost tools include QuickFile, Wave, Zoho Books, and FreeAgent (free with some NatWest and Mettle accounts). Paid but popular tools include Xero, Sage, and QuickBooks.

Worked Example: MTD for a Sole Trader with £20,000 Turnover
Imagine Sam is a sole trader graphic designer in Brighton. Her annual turnover is around £20,000. She is not VAT registered because she is well below the £90,000 VAT threshold. Until now, she has always done her accounts once a year, using a paper notebook and bank statements, and then filled in her Self Assessment online in January.
From April 2027, because MTD will only apply to businesses with income over £30,000, Sam will not yet be required to join. HMRC has said it will review smaller businesses later.
If MTD did apply to her, this is how it would change her process:

Before MTD
• She kept receipts in a box and added them up once a year
• She logged into HMRC in January and typed in her income and expenses
• She paid her tax bill by 31 January

After MTD
• She must keep digital records of income and expenses throughout the year
• She would use software like QuickFile or Wave to record invoices and receipts
• She would submit four digital updates every year instead of one annual return
• At the end of the year she would send a final declaration instead of the current Self Assessment return

Quarterly update deadlines might look like this:
5 August – report April to June
5 November – report July to September
5 February – report October to December
5 May – report January to March

Sam would still pay her tax once or twice a year, but HMRC would have a much clearer and up to date picture of her business.

Benefits: She avoids the January panic, gets a clearer idea of her tax bill in advance, and reduces the risk of errors because her software does the calculations.
Challenges: She must be disciplined with digital records, pay for compatible software, and remember to send four updates instead of one.

Activity: My Digital Record Keeping Plan
What am I using now (paper, spreadsheets, software)? ____________________
How often do I update my records? ___________________________________
Where do I store digital receipts and invoices? __________________________
What improvements could I make this month? __________________________

Things to Think About
Would I be ready if HMRC asked for 6 years of records tomorrow?
Am I confident my records are accurate?
Do I know which MTD deadlines apply to me?
Would simple software save me time compared to manual spreadsheets?

Cash Saving Tips
Take advantage of free versions of software before committing to paid plans
Link your business bank account to software to automate transaction logging
Use your phone’s free scanner app rather than paying for receipt storage tools
Set aside 30 minutes once a week to update records instead of hours at year end

Reflection Prompt
If MTD applied to me today, what changes would I need to make to my current record keeping and submission process?

HMRC Letters, Enquiries, and Time to Pay
Most business owners feel nervous when a brown envelope from HMRC lands on the doormat. But not every letter is bad news. Sometimes it is just a reminder, a request for information, or a routine update. Understanding what different letters mean and how to respond can reduce stress and help you stay in control.

Common Types of HMRC Letters
• Payment reminders telling you a bill is due or overdue
• Filing notices reminding you to send a return such as Self Assessment or VAT
• Compliance checks asking for more details about your accounts or expenses
• Penalty notices informing you of fines for late filing or payment
• General updates with information about tax codes, schemes, or thresholds
How to Respond
1. Open and read every letter straight away and do not ignore it
2. Check the deadline for response or action
3. Gather the paperwork or records HMRC has asked for
4. Contact HMRC if you do not understand or need more time
5. Keep a copy of the letter and your response for your records

Enquiries and Checks
Sometimes HMRC may open a compliance check on your tax return. This does not always mean you have done something wrong. They may be checking at random or because something does not match the information they hold. If this happens:
• Stay calm and respond quickly
• Keep records organised so you can provide evidence easily
• Ask your accountant or adviser to support you if needed
• Be honest because hiding information will make things worse

Time to Pay Arrangements
If you cannot pay your tax bill in full HMRC may agree a Time to Pay arrangement. This is a payment plan that spreads your bill over monthly instalments.
To apply you usually need to:
• Contact HMRC as soon as you realise you cannot pay
• Have your tax reference number ready
• Know how much you can realistically pay each month
• Be prepared to set up a Direct Debit

Most arrangements can last up to twelve months although longer terms may be possible in some cases. If you miss payments the arrangement can be cancelled and HMRC may take enforcement action.

Worked Example: Time to Pay
A sole trader in Brighton has a Self Assessment tax bill of £1200 due by 31 January. They know they cannot afford to pay it all at once.
They call HMRC before the deadline and request a Time to Pay arrangement. HMRC agrees that the £1200 can be paid over twelve months.
This means they will pay £100 per month by Direct Debit until the bill is cleared.
If they make all payments on time they avoid penalties, though a small amount of interest is added.
This spreads the pressure and allows them to keep trading without the stress of one large payment.

Activity: My Response Plan
Think about what you would do if you received an HMRC letter today. Write down:
What kind of letter would worry me most? ___________________________
Who would I contact for advice or reassurance? _______________________
What records could I quickly put together to respond? __________________

Things to Think About
Do I open and deal with HMRC letters quickly or let them pile up?
Do I know how to contact HMRC if I need to?
Would I know what evidence to provide if HMRC asked for it?
Could I afford my next tax bill without needing a payment plan?



Cash Saving Tips
Contact HMRC early if you cannot pay because interest and penalties grow quickly if you wait
Keep your own copy of all correspondence to avoid confusion later
Use the HMRC online chat or phone helplines before paying for advice elsewhere
Check if your business insurance includes tax enquiry protection

Reflection Prompt
What practical steps could I take now to feel calmer and more confident if an HMRC letter arrives in the future?

Write your answer: _______________________________________

Keeping Records and Evidence for HMRC
Every business must keep accurate records to show their income, expenses, and tax position. HMRC expects you to provide evidence if they ask. Good record keeping makes it easier to complete returns, reduces stress, and protects you if there is ever a compliance check.

Why Records Matter
• They prove your income so HMRC can see you are paying the right tax
• They justify your expenses so you can claim everything you are entitled to
• They protect you against penalties if HMRC investigates
• They help you spot financial patterns and make better business decisions
• They save money if you use an accountant, as they spend less time fixing gaps

How In Depth Do They Need to Be?
Your records must show a clear picture of money coming in and going out. HMRC does not accept vague notes like “£100 cash” with no receipt. Each transaction should have a date, an amount, a description, and supporting evidence such as an invoice, till receipt, or bank entry.
For example:
• An invoice should show who you sold to, what you sold, and when
• An expense receipt should show what was bought, from whom, and the cost including VAT if applicable
• Bank statements should line up with your invoices and receipts
Think of your records as a story of your business that anyone could follow.

Evidence Checklist
☐ Copies of all income invoices
☐ Receipts given to customers when they pay in cash
☐ Bank statements that match income and expenses
☐ Supplier invoices for stock, tools, or services
☐ Expense receipts for travel, equipment, or materials
☐ Loan or credit agreements
☐ Mileage logs if you claim for vehicle use
☐ Payroll records if you employ staff
☐ Copies of all tax returns and VAT returns
☐ Any letters or notices from HMRC

Activity: My Record Keeping Audit
Where do I currently keep my invoices? ______________________________
Where do I keep receipts and supplier invoices? ________________________
How do I back up my records? _____________________________________
What gaps could HMRC find if they asked me for evidence today? __________
Things to Think About
Am I consistent in updating records each week or month?
Could I find a specific receipt quickly if asked?
Would my records be understandable to someone else if I was not there?
Do I have both income and expense evidence clearly stored?

Cash Saving Tips
Keep records organised to save time if you pay an accountant
Use free apps or your phone’s camera to store digital copies
Do not wait until the end of the year — log expenses weekly
Set up automatic bank feeds in software where possible

Reflection Prompt
What simple step can I take this week to make my records easier for HMRC to check if needed?
Write your answer: _______________________________________

The HMRC for my business ‘Toothbrush Challenge’

Is there something you can do each morning/evening just after you brush your teeth that can be an easy win or good habit that could support you towards your financial goals/management?

Example?
Choose one thing you can do today that either:
· Improves compliance (e.g. upload receipts, log mileage, check a deadline, set aside tax money)
· Reduces risk (e.g. update records, file something early, read HMRC guidance, use the HMRC app)
· 
✅ Write it down or say it out loud:
“Today, I will [take this action] to support my business.”

	7 day HMRC for Business ‘Toothbrush Challenge’

	
	Morning
	Evening
	Scale 1 - 10

	Day 1
	
	
	

	Day 2
	
	
	

	Day 3
	
	
	

	Day 4
	
	
	

	Day 5
	
	
	

	Day 6
	
	
	

	Day 7
	
	
	



💷 How HMRC relates to the different aspects of your Business
Every business decision has an HMRC consequence. Whether you are making a sale, hiring help, buying stock, or running marketing campaigns, HMRC is connected — through tax, records, or reporting. This section shows you how HMRC responsibilities are linked to every area of business.

🧩 1. Business Appraisal
Looking at your current financial position also means understanding your HMRC position.
✓ Are you registered correctly with HMRC?
✓ Do you know your taxable profit, not just your sales?
✓ Are your records complete for your last return?

🤝 2. Relationship Building and Networking
Partnerships and collaborations must be reflected in your HMRC records.
✓ Are you invoicing correctly for joint projects?
✓ Have you declared income from networking opportunities?
✓ Are you aware of tax implications of bartering or skill swaps?

📊 3. Budgeting and Finance for Business
HMRC requires accurate figures to calculate tax.
✓ Does your budget account for Income Tax, NI, and VAT?
✓ Are you setting aside enough to cover your Self Assessment?
✓ Are you including tax deadlines in your cash flow plan?

🔍 4. Market Research
Market choices can affect your HMRC obligations.
✓ Are you aware if your pricing model includes or excludes VAT?
✓ Could entering a new sector change which expenses are allowable?
✓ Do you know if grants or funding need to be declared as income?

💰 5. Sales
Every sale is income you must report.
✓ Are you issuing proper invoices?
✓ Do your sales records line up with bank deposits?
✓ Are you tracking VAT if you approach the threshold?

📢 6. Marketing
Marketing spend can often be claimed as an expense, but only if recorded properly.
✓ Are you keeping receipts for ads and promotions?
✓ Do you record marketing subscriptions as business expenses?
✓ Do you check if giveaways or promotions have tax implications?

📱 7. Social Media
Social media can generate income that HMRC expects you to declare.
✓ Do you record all income from online sales or collaborations?
✓ Do you claim allowable expenses for paid ads or content tools?
✓ Are you declaring gifts or sponsorship income if relevant?

🌐 8. Digital Marketing
Digital activity creates both income and expenses HMRC will expect to see.
✓ Are you keeping invoices for software, email services, or SEO tools?
✓ Do you know which costs are allowable for tax relief?
✓ Do you report affiliate or digital income streams properly?

🤖 9. AI Integration
AI tools reduce admin but HMRC still needs evidence.
✓ Are you storing AI-generated invoices or records properly?
✓ Are you checking if paid AI subscriptions are claimed as expenses?
✓ Are you confident you could show HMRC your data trail if asked?

⚖️ 10. Risk Mitigation and Legals
Many business risks are directly linked to HMRC compliance.
✓ Are you avoiding penalties by filing on time?
✓ Do your contracts and agreements support your expense claims?
✓ Do you have insurance that covers tax investigations?

🧾 11. HMRC
This is the backbone of compliance.
✓ Are you meeting all Self Assessment or Corporation Tax deadlines?
✓ Do you understand your VAT and NI responsibilities?
✓ Do you keep six years of records ready for inspection?

🌍 12. Websites
Your website can create income streams that must be reported.
✓ Are you declaring all online sales to HMRC?
✓ Do you have records from payment processors like PayPal or Stripe?
✓ Do you claim hosting, domain, and design costs as expenses?

💻 13. Web Design
Spending on web design can be an allowable expense.
✓ Do you keep invoices for design services?
✓ Are you treating DIY software fees correctly?
✓ Can you evidence that design spend is for business purposes?

🛠️ 14. Business Skills
Good skills include confidence with HMRC responsibilities.
✓ Do you understand how to complete a tax return?
✓ Can you explain your records if HMRC ask?
✓ Are you confident about which expenses are legitimate?

🔧 15. Sector Specific Support
Different industries have different HMRC norms.
✓ Do you know sector-specific allowable expenses?
✓ Are you aware of VAT schemes that may suit your sector?
✓ Have you checked if your industry qualifies for grants or tax reliefs?

📈 16. Growth and Diversification
Growth changes your HMRC picture.
✓ Will new income streams push you over the VAT threshold?
✓ Are you prepared for higher Payments on Account as profits rise?
✓ Do you know the tax implications of new investments or staff?

🧠 17. Health and Wellbeing
Financial stress often links back to HMRC worries.
✓ Do you feel in control of upcoming tax bills?
✓ Are you setting aside money monthly for Self Assessment?
✓ Would a better system reduce your anxiety around compliance?

🎉 18. Celebration and Recap
Success includes HMRC confidence.
✓ Have you filed everything on time this year?
✓ Did you avoid penalties and interest?
✓ Can you celebrate a year of clean, organised records?

Progressive Action Plan & 30-Day Challenge
Introduction: Small Steps, Big Results

This section breaks down HMRC activities into manageable chunks, starting with simple actions you can take this week and building up to bigger goals over time. The 30-day challenge helps you build good HMRC habits into a daily routine — even tiny actions count. By focusing on progress rather than perfection, you’ll build momentum and confidence in managing your obligations.

My HMRC for Business Journey - From Comfort to Confidence
IMMEDIATE ACTIONS (This Week)

· Check that I am correctly registered with HMRC (sole trader or limited company)
· Write down the next HMRC deadline I must meet (Self Assessment, VAT, Corporation Tax)
· Open or review a separate tax savings account
· Find and note my current tax set-aside balance
· Download the HMRC app and explore its features

Which ONE will I do first? _________________ By when? _______
SHORT TERM (Next 4 Weeks)

· Write down all the types of income I must declare (sales, freelance work, online platforms, grants)
· List the top 5 expenses I regularly claim and check if they are allowable
· Review the last 3 months of income and compare against the VAT threshold (£90,000 annual)
· Create a simple record-keeping system (folders, cloud storage, or software)
· Set up a reminder system for HMRC deadlines (calendar, phone alerts, app)

30-Day HMRC for business Challenge
Put a X for each day you complete an action, no matter how small!

	Week 1
	Mon
	Tues
	Wed
	Thurs
	Fri
	Sat
	Sun

	ACTION
	
	
	
	
	
	
	

	Week 2
	Mon
	Tues
	Wed
	Thurs
	Fri
	Sat
	Sun

	ACTION
	
	
	
	
	
	
	

	Week 3
	Mon
	Tues
	Wed
	Thurs
	Fri
	Sat
	Sun

	ACTION
	
	
	
	
	
	
	

	Week 4
	Mon
	Tues
	Wed
	Thurs
	Fri
	Sat
	Sun



✅ 9 Easy Daily Wins for HMRC Habit Stacking to help you in your 30-Day Challenge

✓ Upload 1 receipt or invoice
➤ Snap a photo and save it to your records. Builds a habit of evidence gathering.

✓ Log 1 income or expense
➤ Takes under a minute in a spreadsheet or app. Accuracy grows from small steps.


✓ Check 1 upcoming HMRC deadline
➤ Ask: “What is due next?” Add a reminder to your phone or diary.

✓ Review 1 claimed expense
➤ Look at a recent cost (phone bill, subscription, travel). Is it allowable?

✓ Read 1 tip from HMRC guidance or the app
➤ Short daily reads build confidence over time.

✓ Check your tax savings account balance
➤ Awareness matters — even if the number is small, it grows with consistency.

✓ Write down 1 HMRC-related win
➤ “Filed a return early” or “Kept all receipts this week.” Wins reduce stress.

✓ Spend 1 minute reviewing your VAT turnover position
➤ Add up sales for the last 12 months. Am I close to the £90,000 threshold?

✓ Reorganise 1 file or folder in your records
➤ Move one document into the right place. Over time you will build a neat archive.

Making It Happen
Introduction: Turning Intentions into Action

This section helps you create specific, measurable goals for your HMRC responsibilities and build the support system to achieve them. S.M.A.R.T. goals ensure your HMRC activities are focused and trackable, while an accountability partner dramatically increases your chances of success. By planning your first three HMRC tasks in detail, you remove the barriers that might otherwise stop you from taking action.

S =	Specific
M =	Measurable
A =	Achievable
R =	Relevant
T =	Time bound

My SMART Finance & Budgeting Goals
Examples to inspire your own:

Example SMART Goal 1:
 " Over the next 30 days, I will upload every receipt and invoice into my digital records on the same day I receive it, so that my evidence is always ready if HMRC ask to see it.."

· Specific: I will upload receipts and invoices as they come in
· Measurable: I will check that I do this every day for 30 days
· Achievable: Uploading one or two documents a day is manageable
· Relevant: Good record keeping supports HMRC compliance
· Time-bound: The goal has a clear timeframe of 30 days

Example SMART Goal 2:
“Within the next 7 days, I will log in to the HMRC app and make a note of my next Self Assessment deadline, then set two reminders in my calendar — one a month before and one a week before

· Specific: I will find my exact Self Assessment deadline and record it
· Measurable: I will set two clear reminders 
· Achievable: Logging into the app and noting dates takes minutes
· Relevant: Knowing deadlines prevents fines and stress
· Time-bound: I will complete this within 7 days

Now Create Your Own:

SMART Goal 1:
· Specific: _________________________________
· Measurable: _________________________________
· Achievable: _________________________________
· Relevant: _________________________________
· Time-bound: _________________________________
SMART Goal 2:
· Specific: _________________________________
· Measurable: _________________________________
· Achievable: _________________________________
· Relevant: _________________________________
· Time-bound: _________________________________
SMART Goal 3:
· Specific: _________________________________
· Measurable: _________________________________
· Achievable: _________________________________
· Relevant: _________________________________
· Time-bound: _________________________________

My HMRC Support System:
Having a pre-determined support system really helps

When it comes to HMRC responsibilities, it is useful to have someone you can check in with. This could be a partner, family member, or trusted friend who keeps you accountable for meeting deadlines and staying organised. If you do not have someone in your personal network, there are many free and reliable sources of advice and support available.
You can contact HMRC directly through their helplines or app. Free organisations like Citizens Advice, TaxAid, or Tax Help for Older People also offer guidance. Business support networks and local councils often run workshops or drop-in sessions that cover tax basics.
Having a support system means you are less likely to miss deadlines, and you will feel less alone when navigating your responsibilities.

My Accountability Partner(s): _________________ 

Check-in schedule: _________________ 

Method: □ Coffee □ Phone call □ WhatsApp Group

Tracking Success & Celebrating Wins
Introduction: What Gets Measured Gets Done

Tracking your HMRC activities serves two purposes: it helps you see what is working (and what is not), and it reminds you to celebrate your progress. Many people complete HMRC-related tasks — like filing returns, setting aside tax money, or logging receipts — without ever stopping to notice the results. This can make the work feel like a burden rather than an achievement.

This section helps you capture the value you are creating through good HMRC planning and compliance. Celebrate every win, no matter how small, because recognising progress builds confidence and momentum.

	Event/Task
	Date:
	My Goal:
	Goal vs outcome?
	What I learned?

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



My HMRC Wins - No Win Too Small!

Week 1 Wins:
· Uploaded all receipts from the week into my records
· Logged into the HMRC app and checked my details were correct
· _________________________________

Month 1 Wins:
· Filed my Self Assessment a month early
· Set up a new system for storing invoices and expenses digitally
· _________________________________

Quarter 1 Wins:
· Built the habit of setting aside tax money every time I am paid
· Reviewed my turnover against the VAT threshold
· Organised six years of records in one place, ready if HMRC ask
· _________________________________

My Biggest Win So Far: _________________________________


My HMRC for business Commitment Statement

I, _________________, commit to creating a clear HMRC record keeping system and setting aside money regularly for my tax bills. I commit to taking control of my HMRC responsibilities, and not let deadlines or tax stress control me.

My first action will be _________________ by _________________.
Signature: _________________ Date: _________________

(you can self-talk this one. The mental commitment is the main thing!)

Resources & Next Steps
Introduction: Your HMRC resources Toolkit
Knowledge is power, but only when you know where to find it. This final section provides you with a list useful resources.




HMRC and Financial Support Contacts
Local Brighton & Hove Resources

• Brighton & Hove City Council Business Support
Website: new.brighton-hove.gov.uk/business
Helps with local grants, rates relief, and small business advice
• BIPC Sussex at Jubilee Library (Brighton)
Free access to business databases, COBRA reports, and expert clinics
Tel: 01273 290800
Website: bipc.librariesunlimited.org.uk
• BEST Growth Hub (Coast to Capital LEP)
Free 1-to-1 business advice and referrals to finance support
Website: c2cbusiness.org.uk
• Brighton Chamber of Commerce
Workshops and networking with finance focus
Website: businessinbrighton.org.uk
• Federation of Small Businesses – Sussex Branch
Events, tax protection, and finance webinars
Website: fsb.org.uk

National Resources

• HMRC Helplines (open Mon–Fri)
Self Assessment: 0300 200 3310
VAT: 0300 200 3700
Employer PAYE: 0300 200 3200
Time to Pay Service: 0300 200 3835
Online: gov.uk/contact-hmrc

• HMRC App
Check your tax, National Insurance, and payments on the go
Download free on iOS and Android
• Citizens Advice
Free advice on tax, debt, and finance
Website: citizensadvice.org.uk
• TaxAid
Specialist free help if you cannot afford an accountant
Website: taxaid.org.uk
Helpline: 0345 120 3779
• MoneyHelper (government backed)
Practical support with money management and planning for tax bills
Website: moneyhelper.org.uk
• ACAS (if employing staff)
Guidance on payroll, holiday pay, and employment law
Website: acas.org.uk
Helpline: 0300 123 1100

Brighton & Hove HMRC and Financial Resources
Free Support
• HMRC webinars and YouTube channel
• Brighton & Hove City Council business support programmes
• BEST Growth Hub – free advice for local businesses
• Local library business resources
• COBRA Business Information Library via the BIPC at Jubilee Library (check access)
Professional Services
• Local accountants specialising in small business
• Bookkeepers (average £20–40 per hour)
• Independent financial advisers
• Business mentors through Momentic
Online Tools
• HMRC Ready Reckoner tax calculators
• Making Tax Digital guidance and updates
• Free cash flow templates on gov.uk
• Sector benchmarking data
• Wave Accounting (free software)
Networking Groups with Finance Focus
• Brighton Chamber of Commerce finance workshops
• Federation of Small Businesses tax and finance sessions
• Women in Business finance workshops
Recommended Reading and Listening
📚 Books and Audiobooks
✓ “Profit First” – Mike Michalowicz
✓ “The Barefoot Investor for Families” – Scott Pape
✓ “Key Person of Influence” – Daniel Priestley
🎧 Podcasts
✓ “It’s the Small Things” – Enterprise Nation
✓ “The Business Finance Bulletin” – Rob Warlow
✓ “Brighton Business Podcast”

Your Next Steps
This Week
✓ Check you are registered correctly with HMRC (sole trader, limited company, or VAT if needed)
✓ Note your next HMRC deadline (Self Assessment, VAT, Corporation Tax, PAYE)
✓ Open or review a separate tax savings account
This Month
✓ Review your pricing policy and check it still covers your tax obligations
✓ Review insurance, utilities, and other policies and keep evidence for expenses
✓ Put in place a clear system for recording income and expenditure for HMRC (folders, software, spreadsheets)
This Quarter
✓ File your next HMRC return early, rather than waiting for the deadline
✓ Review outgoings and confirm which are allowable business expenses
✓ Make a note of Self Assessment, VAT, or Corporation Tax due dates 12–18 months ahead
✓ Review and adjust your tax planning and record-keeping system

Remember
“It’s not what you know, it’s what you can prove!”

Ensure you have a system, a record and accessible evidence. Not just for you but for the HMRC.

Keep this workbook handy, review it monthly, and celebrate every small step forward. You have got this!


Additional Notes:
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Working from home

Calculate your allowable expenses using a flat rate based on the hours you
work from home each month.

This means you do not have to work out the proportion of personal and
business use for your home, for example how much of your utility bills are for
business.

The flat rate does not include telephone or internet expenses. You can claim
the business proportion of these bills by working out the actual costs.

You can only use simplified expenses if you work for 25 hours or more a
month from home.

Hours of business use permonth Flat rate per month
251050 £10
51to 100 £18

101and more £26
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