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11th December, 2001

To each RI and DS

 Short Tax Year On-Farm Invesment Schemes

Short Tax Year

As you are aware the 2001 Tax Year extends from 6 April 2001 to December 2001.  From 2002 the Tax Year is the calendar year i.e. from 1 January to 31 December.

This has implications for the completion and processing of applications under the On-Farm Investment Schemes received after 1 January 2002, as the P60, Notice of Assessments etc., will only reflect a proportion of the year as a whole.  To ensure consistency, non-farm income must be adjusted to reflect the full year.  The following illustrates how this must be done:

Non-farm income assessed under PAYE system

(i)
A person has a P60 indicating non-farm income of £12,500 for the 9-month tax year (equal to 270 days or 39 weeks).  To adjust this amount to an annual equivalent you take the gross figure, divide it by 270 and multiply the answer by 365.

£125,500/270 = £46.30

£46.30*365 = £16,899.50

Converting to Euro: £16,899.5 divided by 0.787564 = €21,457.94


Where it is contended that the figure resulting from the calculation above does not accurately reflect the earnings for the calendar year ended 31 December 2001, for example, where the person was employed with a different employer up to 5 April 2001, we will accept the P60 plus a statement from the employer of the amount of earnings in the period 1 January 2001 to 5 April 2001.

(ii) Where the number of weeks on the P60 (or P45) is less than 39 weeks, the non-farm income figure should not be annualised.  If the person’s non-farm in 2001 is as indicated on the P60 or P45, either will be acceptable as evidence of income.  If the person had other employment in 2001 that is not reflected in the P60/P45, a statement from the employer of the earnings from that employment must be provided.

Non-farm income not assessed under PAYE system.

It will be necessary to provide accounts certified by a professional Accountant/Tax Consultant for the accounting yeary (12 months) that encompasses the short tax year 2001.

No non-farm income

In cases where a person has no non-farm income, certification of this by a professional Accountant/Tax Consultant must cover the calendar year 2001.
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