Payments on account: how it works

Tax year 6 April 2020 - 5 April 2021

Calculate and submit your return for the tax year 2020-21 to HMRC between
5 April 2021 and 31 Jan 2022
If the amount due is:

!

under £1,000 over £1,000
I I NB
pay by 31 Jan pay by 31 Jan If you have made payments on account at
2022 2022 « 31 Jan 202I
| e 31 July 2021
no further these are deducted from the 31 Jan 2022
plus payment
payments

By 31 Jan 2022, pay 50% of previous year’s income tax
& class 4 NIC towards current tax year (2021-22)
A = first payment on account

[

By 31 July, 2022, pay 50% of previous year’s income tax
& class 4 NIC towards current tax year (2021-22)

process starts again for = second payment on account
next tax year

<

Payments on account - if your tax liability ~ This would need to be considered carefully
is more than £1,000, you are paying up your though, because if you miscalculate on the
tax as you go along, rather than be landed proposed new payment on account and your tax
. o . . due ends up to be higher, you would pay interest
with a tax bill immediately payable, nine on the balance.
months after the end of the tax year.
It must be emphasised that if the payments on

If your profits are looking to be down for the account due are greater than the amounts paid,
current tax year, there is an option to apply to interest will be charged on the difference and
reduce your payments on account. any false information given may result in financial

penalties.




