
Spring 2009

If you are having difficulty paying
your taxes, help is at hand – provided
you are a business. A new HM
Revenue & Customs (HMRC) support
service allows businesses affected by
the current economic conditions to
temporarily delay their tax payments.
Instalment arrangements will be
tailored to individual circumstances.

The service, which the Chancellor of the
Exchequer announced in his Pre-Budget
Report in November, covers income and
corporation tax, national insurance, VAT and
any other payments owed to HMRC.

If you think you will not be able to make a
payment, you simply phone 0845 302 1435,
provide your tax reference number, details
of the tax you are having trouble paying and
basic details of your business income and

outgoings. HMRC says it will normally give a
decision within ten minutes.

Paying late under this arrangement you will
still be charged interest, currently at 5.5%
for most taxes. However HMRC will not
charge late payment surcharges where they
would otherwise arise, for example where
HMRC agrees to your paying income tax for
2007/08 later than 28 February 2009.

Keep in contact
HMRC says the support line is only for new
enquires and that if you have already been
chased for overdue tax you should continue
dealing with the office that originally
contacted you.

However, it seems that you will be able to
discuss payment arrangements with that
office, and even if you have received a

warning letter about court action, you can
contact the support line if you cannot get
through to the office that sent the letter.

There are, however, limits to HMRC’s new-
found helpfulness. If you have already paid
your taxes and are now experiencing cash
flow problems, HMRC will not make
repayments unless your tax bill is reduced.
So you need to plan ahead carefully.

Remember too that delaying your tax
payments can never be a solution to all your
cash flow needs. We can help you manage
cash flow and explore ways in which you
might be able to obtain finance. And
whether or not you are in financial difficulty,
we will ensure you have claimed all available
tax reliefs so that you are not paying more
tax than necessary.

Pay business taxes in instalments

Surprise decision in tax residence case
Doubt has been cast on the strength of one of the main tests for determining whether a person is resident in the UK.
Following a High Court decision last November, it may no longer be enough to just spend an average of fewer than
91 days a year in the UK when claiming non-UK residence status.

The case concerned Lyle Dicker Grace, a South African pilot
employed by British Airways flying out of Heathrow. He had been
resident in the UK since 1986, but in 1997 he acquired a home in
Cape Town. From then on he stayed in his UK home only for brief
periods immediately before and after flying for British Airways and
spent an average of fewer than 91 days per tax year in the UK.

Grace claimed he was not UK resident from 1997/98 onwards but
the High Court disagreed, largely because Grace had not left the
UK to live abroad, and was not in the UK for only a temporary
purpose.

Make a break
The case highlights the need for a distinct break where a former UK
resident claims to be non-resident. To be safe, a UK resident who
wants to become non-resident should move their domestic and
business life to another country, and spend as little time as possible
in the UK in the first tax year of non-residence.

The High Court also held that Mr Grace was not in the UK for a
temporary purpose because he was here to exercise the duties of
his permanent employment. Some commentators have suggested
that anyone who lives abroad but spends two or three days a
month, say, working in the UK for a UK employer is now at risk of
being taxed as a UK resident. Others believe this is very unlikely
though there may be a danger in a few cases.

Keep a record
For most people it will remain the case that if your family and social

life is clearly abroad, you are unlikely to be treated as resident in the
UK if you are present on fewer than 183 days in any tax year and
fewer than 91 days a year on average. You should keep a precise
record of your movements in and out of the UK.

Determining residence status can be complex and needs care. We
can advise you on matters concerning residence and domicile
status.

Did you know that employers sometimes pay the accountants’ fees for completing
personal tax returns of internationally mobile employees? In the past these have been taxable,
like any other benefit provided for an employee. HMRC has now agreed that, subject to some conditions, up to
£650 of fees will not be taxable as a benefit where returns are completed for an employee for both the home
and host countries. Where only a UK return is completed, the limit is £250.

The concession only applies to returns completed as part of a wider bundle of services provided to the
employer. Dealing with HMRC enquiries cannot be included as part of the bundle.




