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An Introduction          

            
 

This guidance has been prepared to provide a brief outline of the tax and accountancy 

rules that are likely to apply to your business. It is not designed to replace the need for 

an accountant.  

 

This guide has been designed to help you with the following  

 

Notify HM Revenue & Customs of your self-employment 

 

Keep track of financial accounts 

 

Maintain adequate business records 

 

Understand the basis of self assessment  

 

Prepare annual accounts 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

          
 
These notes are intended as a general introduction only and advice should be sought in respect of your 

own individual circumstances. Wilkinson & Partners Limited would be happy to discuss the subject 

with you in greater detail. No responsibility for loss occasioned to any person acting or refraining from 

acting as a result of the material in these notes can be accepted by Wilkinson and Partners Limited. 
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Registration        

            

 
Registering your business with HMRC is the first step you must take, and this is done 

either as “self-employed” or in the name of the partnership. This should be done 

within 3 months of commencement and HMRC can charge penalties if there is a delay 

in registration. 

 

This is a relatively painless process as for individuals there are only two forms to 

complete. 

 

Firstly individuals will need to complete a CWF1 form which will provide HMRC 

with a few details about you and your business. It should take no more than 5 minutes 

to complete. 

 

The next form to complete will be either a CA5601 or a CF10 and these forms relate 

to National Insurance. The self employed are liable to pay Class 2 National Insurance 

contributions. The rate varies each year, bur for the year ended 5 April 2012 it is 

£2.50 per week which can be paid either 4-weekly or quarterly. Form CA5601 allows 

you to pay via a direct debit. 

 

If your expected profits in the year are likely to be below an exemption limit then it is 

possible to claim exemption from this liability. The threshold changes each year, but 

for the year ended 5 April 2012 the limit is £5,315. Although you may be entitled to 

an exemption, you should think carefully before choosing not to pay as this payment 

will count towards a future state pension and this is especially the case if you are not 

paying any other form of National Insurance.  

 

If you are already self-employed, you do not have to register again as HMRC already 

have you on their records. 

 

If you are registering as a partnership then the process is slightly different as the 

partnership must complete a form SA400 and each partner an SA401. 

The National Insurance forms for a Partnership remain the same. 

 

If you have been claiming Child or Working Tax Credits then you should also contact 

the Tax Credit helpline to check that your new business will not change any 

entitlement to tax credits. 

 

Registration will give you a unique tax reference (UTR) which is necessary in order to 

file your tax return under the self assessment system. 
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Self-Assessment          

            
 

Self Assessment is the system that HMRC use to collect tax from the self employed. 

Each year you will be required to file a personal tax return to HMRC giving details of 

your income and expenditure and calculation of your tax liabilities. The return will 

require details of all of your taxable income and not just that from your Network 

Marketing business. If you are also employed or have investment income then this 

will need to be added to the return.  

 

The tax year finishes on the 5
th
 April, and you have until the following 31

st
 January to 

file a tax return online, or earlier by 31 October if submitting the paper versions. 

There is therefore up to 10 months before the deadline filing date, which should 

provide plenty of time. But please do not leave it until the last minute. 

 

The form itself can be a little daunting, and you should take time and care to make 

sure you complete all of the sections correctly. The actual tax return comprises a main 

section giving personal details and the final tax either due or repayable, and then 

individual sections depending on the sources of income.  

 

The rules for Partnerships are again a little different as the partnership as well as the 

individual partners will all need to complete a return. 

 

There are penalties for late filing and higher penalties for not having adequate records, 

but in fact both of these can easily be avoided with a bit of planning.  

 

There is no need to submit accounts or any other paperwork, but there is always a 

chance that the taxman may ask to see these later, so all bills and receipts must be 

kept for the next 6 years.  
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Record Keeping      

            
 

In order to complete your self assessment tax return you will need to be able to 

prepare your accounts and to do so you need to keep good records.  

 

Whilst you are able to choose which date to prepare your accounts, we would suggest 

that to keep matters simple that you prepare accounts to 31 March each year. This 

date is very close to the end of the tax year and for tax purposes HMRC will be able 

to treat this as being equivalent to 5 April. Choosing any other date can create tax 

complications either at the beginning or end of the business. 

 

The first bit of advice would be to use a separate bank account to run your business. 

By keeping all of the income and expenditure in a single bank account then this will 

simplify the accounting process. Another advantage of a separate account is that if 

you are required to send your records to HMRC then they will only be looking at your 

business records and not where and how you spend your personal money. 

 

The same applies for credit cards – if you will be using a credit card in your business 

then this card should be dedicated to your business and not used for other purposes. 

 

As HMRC may enquire into the entries on a tax return, the records must be retained 

for a period of 6 years. 

 

1. Obtain receipts for each item of expense 

2. When you make a sale, you must keep a copy of the sales invoice for your 

own records. 

 

You should maintain a cash book to record the income and expenses as they occur. 

This can either be in a written form or on a computer using a spreadsheet. 

 

If your business requires that you buy products and hold these as stock then you 

should value stock at each year-end and adjust purchases during the year by adding 

opening and deducting closing stock to give a more accurate total of usage.  

 

Special rules apply to VAT registered businesses and they will need to modify their 

record keeping. 

 

When making retail sales if you are VAT registered, each invoice/sales receipt must 

carry your VAT number and show VAT element of the sale. These invoices should 

also be sequentially numbered.  

 

You must obtain a VAT receipt for every item of expenditure in order to reclaim 

VAT, so in the case of a purchase by credit card you must get a receipt showing the 

VAT number of the supplier, as well as the credit slip. 
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Tax liabilities and Payment of Tax       

            
 

As we have already mentioned, you will need to submit an annual tax return to 

HMRC to declare your income and to calculate the tax liability. Although under self 

assessment you calculate your own liability, HMRC will do this for you if you submit 

a manual tax return before 31 October and their online service will calculate the 

liability automatically. Depending upon the profit from your business, you may also 

be liable to Class 4 National Insurance. 

 

Under self-assessment tax is payable on 31
st
 January following the end of the tax year. 

Tax due for the year ended 5 April 2011 will be payable on 31 January 2012. 

 

This will also include any Class 4 National Insurance that is due 

 

If your tax bill exceeds £1,000, you will also pay a further 50% on 31
st
 January (and 

again the following July) on account of the following tax year.  

 

For example if the liability for the year is £1,200 then the payments would be  

 

31 January  Previous year liability £1,200 

 1
st
 Payment on account    £600 

  £1,800 

   

31 July  2
nd
 payment on account £600 

 

The following January’s tax liability would have been reduced by the two £600 

payments leaving only the balance to be paid together with payments on account for 

the following year. 

 

It is possible to reduce the following year payments on account where you can 

establish that the actual liability will be lower. You can then file a “claim to reduce” 

and reduce the payments on account to an appropriate amount, including “nil”  

 

It is important to point out that HMRC will charge interest and penalties if either the 

tax return is late of the tax is paid late. HMRC have recently reviewed the penalty 

charges and they are due to increase significantly from next January. 
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VAT           

            
 

In the previous section we indicated how VAT will impact on the record keeping. We 

should now look at VAT in a little more detail. If you are just starting in business then 

VAT may not be something that you need be concerned with. 

 

The threshold from April 2011for registering for VAT is a turnover of £73,000 per 

year, and in Network Marketing turnover is defined as your commission plus personal 

(not group) sales. You can register earlier if you wish, but at £73,000 calculated on a 

rolling 12-month period it is compulsory.  

 

Registration is either on a “standard” basis, whereby you add VAT at the going rate 

(currently 20%) to income, and reclaim VAT you have suffered. The difference is 

then paid over to HMRC every three months. 

 

As an alternative you can join the flat rate scheme which exists for businesses with a 

turnover of less than £150,000 per year. Using this method you charge VAT as 

normal but then pay over to HMRC a fixed percentage of your total turnover. The 

percentage varies depending upon business type and is subject to change. This is a 

much simpler system as it minimises changes to you accounting records. 

 

As mentioned businesses trading below the registration threshold may voluntarily 

register for VAT. This is however unlikely to be worthwhile if your customers are the 

public and unable to reclaim any VAT that you charge as you would need to add 20% 

to your sale price. 

 
The rest of this guidance assumes that your business will not initially be VAT 

registered. A supplement will be provided on request to any business that is or is 

intending to become VAT registered. 
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Accounts  

            

 
The rest of this guidance focuses on the preparation of the annual accounts and the 

type of income and expenditure that you are likely to encounter. At the end of the 

section is a draft cashbook template that you might wish to use. Upon request we 

would be happy to provide you with a free excel version for you to use.  

 

Income        
 

Although all Network Marketing business are different, they are likely to have similar 

categories of income. If you are VAT registered, then you should ask us for our 

supplement for VAT a registered business. 

 

• Sale of Product Retail – This category covers the sales to your retail customers. 

Enter the actually amounts received. 

 

• Sale of Product Retail – These are sales which are made at cost or discounted 

rather than retail price. 

 

• Commission – This can be described as commission, bonus, royalty and other 

items too – this is the monthly (or weekly) cheque or direct credits paid to you by 

your company as a result of you and your group’s performance during that time.  

 

• Meetings Receipts – These are meetings organised by you to promote the product 

for which some fee may be charged. This would only apply to the organiser of the 

meeting who collects entry fees. 

 

• Sundry Receipts – This column would be used to describe payments into the 

business that would not be from sales. Typically this would be money that you 

have personally introduced into the business. 
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Expenditure        

            
 

 

The following list of expenses will not cover every scenario but are likely to cover the 

typical expenses incurred. 

 

• Stock Purchases – This expense covers the cost of goods purchased for resale, 

demonstration and own use. Many Network Marketing Businesses will only 

purchase stock for resale once it has been ordered and so will not carry any stock, 

other than as samples. If your business purchases stock for later resale then an 

annual stock take will be required at the year end so as to calculate the true cost of 

stock sold during the year. 

 

• Goods used as samples and purchased for own use should be shown separately. 

 

• Motor Expenses – If you are using your car for business then you can claim tax 

relief on the costs incurred. There are two options available to you  

 

Mileage Allowance – this allows you to claim 45p per mile for business use.     

The rate drops to 20p after annual business mileage exceeds 10,000. 

 

Actual Costs – all motor expense costs are recorded, fuel, repairs, insurance, 

servicing etc and then a percentage of these costs are claimed based on the 

ratio of business to private miles. This method also allows for a claim for 

Capital Allowances on the devaluation of the car. 

 

• Advertising and Promotion  

 

• Printing, Postage & Stationery 

 

• Travel Expenses – Non Motor 

 

• Business Phone – This should include the cost of the phone used for the business. 

Unless you use a dedicated line then you should reduce the expense to reflect 

personal use. Internet charges can be included here. 

 

• Bank Charges 

 

• Meeting Expenses – include here the costs of business meetings 

 

• Training Courses  

 

• Other Expenses – include here any expense which does not fall into any specific 

category. It is useful to add a brief description of the expense. 
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Other Expenditure        

            
 

Premises  
 

As you are working from home you will be entitled to claim relief for the business 

element of household expenses such as heating and lighting etc. Although this 

expense is not actually included with the cashbook, you should add togther the 

following annual costs   

 

Council tax 

Heat, light and power 

Rent  

Mortgage Interest 

Specific repairs/redecoration to the part of the property used for business 

Contents insurance provided the cover is business related 

 

The proportion to claim is based on the number of rooms where work is undertaken 

could be done. For this purpose exclude kitchen, bathroom and WC, and add up 

bedrooms and reception rooms. If you have a 5 room house with one room used for 

business then a maximum 1/5 allowance could be claimed. If a room is used partly for 

business and private use then the claim would need to be reduced accordingly.  

 

You should be aware that exclusive use a part of your property for business could 

impact upon Capital Gains tax on the sale of your property and so you should avoid 

100% business use on any part of the property.  

 

Capital Expenditure 

 

It may be necessary for you to purchase equipment for the use of the business and an 

obvious example would be a computer. Because a computer has a working life of 

more than a year, the cost should not be shown within the accounts but Capital 

Allowances claimed instead. The Capital Allowance rules change on a regular basis, 

but at present it is possible to claim a 100% Annual Investment Allowance on this 

type of expenditure. An adjustment to the claim would be required for any private use. 

 

Capital Allowances can also be claimed in respect of Cars, but the rules are quite 

complex and beyond the scope of this guidance. 
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Difficult Areas        

            
 

 

Goods purchased for own use and Samples 

 

The tax rules surrounding the use of goods for own use can be quite complex and 

needs further comment. Where goods are taken from stock for your own use then for 

tax purposes the items must be withdrawn from the business at their value and not 

their cost.  

 

The rules may be interpreted slightly differently for businesses which only make 

purchases once an item has been ordered by a customer. In this situation the item that 

you purchase has never been held as stock within the business and so for tax purposes 

the sale takes place at cost rather than value. 

 

Another complication is samples. The cost of these items can be deducted as an 

expense within the business. Once a sample product has been opened then it can no 

longer be sold and consequently has no value. It is therefore possible for you to 

personally use these items for demonstration purposes to your customers and for your 

own personal use once the product can no longer be used as a sample.  

 

Meeting Expenditure 

 

It is quite common for people within this industry to meet business contacts in a 

coffee shop or somewhere similar. The purpose of the meeting may be business, but 

HMRC may only consider that the cost of any drink is not part of a genuine meeting 

expense but entertainment. Entertainment costs are specially disallowed as a business 

expense. Whilst the following guidance is not guaranteed to grant relief, it does help 

to support the argument that the cost of the drink is merely incidental to the business 

meeting. Firstly, offer to meet at their house or yours and not just a coffee shop, 

secondly try and give the meeting a business structure with a 5 minute presentation 

about the product or opportunity, provide a handout or leaflet.  

 

Whilst HMRC might agree that the cost of a coffee or similar will be acceptable, they 

are very unlikely to do so if food or alcohol is involved. 
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Getting Further Information       

            

 
 

Hopefully you will have found this guidance useful. It will not have given you all of 

the answers, but hopefully it will have dealt with some of your questions and given 

you an idea of a few more to ask. 

 

Further Guidance can be obtained from HM Revenue and Customs at 

www.hmrc.gov.uk. Their website contains a lot of useful information, although it is 

not always straightforward to find. 

 

If you already have an accountant then you can ask them. 

 

If you have yet to instruct an accountant then we would be pleased to assist you. You 

can find out more about us and download the individual HMRC registration forms 

from our website at www.wilkinsonpartners.co.uk. 

 

As well as providing this guidance leaflet, we have also now launched our 

accountancy service aimed directly at your type of business. Our service has been 

structured on a very low cost basis starting at a very competitive annual fee of £150 

including VAT for completion of your accounts and tax return.  

 

Further details of this service and a registration form are on the next pages. 

 

If you have any queries concerning the service then please give us a call. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

            



RECEIPTS IN MONTH MARCH  Insert  Name Here    

        

Date Customer Total 
Sale of Product 

Retail 
Sale of Product 
Wholesale Bonus Meeting Receipts Sundry Receipts 

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

                

Total   £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 
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PAYMENTS IN MONTH  MARCH   Insert  Name Here       

             

Date Supplier / Details Total 
Stock 

Purchases 
Motor 

Expenses 
Adverts / 
Promotion 

Printing, 
Postage & 
Stationery 

Travel 
Expenses 

Phone 
Business 
Use % 

Business 
Bank A/C 
Charges 

Meeting 
Expenses 

Training 
Courses 

Sundry 
Expenses 

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

                          

 Total   £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 £0.00 



Wilkinson & Partners 

  
 

Network Marketing Tax Service 

            

 

 

We have created a low cost version of our accounting service aimed directly at businesses within 

the network marketing industry. We will prepare annual accounts and a tax return which we will 

file with HM Revenue & Customs on your behalf. 

 

Our fee structure for this service is based upon the annual turnover of your network business. 
(All of these prices include VAT) 

 

 

Level One Service 

 

Suitable for businesses with annual sales/commission of up to £3,000.   £150 

 

 

Level Two Service 

 

Suitable for businesses with annual sales/commission between £3,000-£5,000.  £175 

 

 

Level Three Service 

 

Suitable for businesses with annual sales/commission between £5,000-£12,500.  £225 

 

 

Level Four Service 

 

Suitable for businesses with annual sales/commission between £12,500-£25,000.  £300 

 

 

Level Five Service 

 

Suitable for businesses with annual sales/commission over £25,000.  Price on 

application 
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Our fees are based upon the following: 

 

1) You will provide us with a suitable cashbook (paper or computerised) and supporting bank 

statements and receipts no later than 31 August (15 November 2011 is respect of the 

2010/2011 tax year).  

 

2) You will provide all details of any other income that you have had during the tax year, 

supplying P60 certificates, bank interest certificates. 

 

3) You will provide a copy of your tax return or other notifications of your UTR Number. 

  

4) You will respond within three weeks to any requests for information that we send to you. 

 

5) Our standard fee for completing the accounts and tax return will include the following in 

addition to your network marketing income.  

 

Up to two employments / pensions  

Up to five bank accounts or quoted shareholdings 

 

6) We will provide you with one copy of your accounts and tax return for your approval.  

 

7) The service will entitle you to one phone call to our tax advice line per annum (maximum 15 

minutes duration). This call will allow you to raise any tax query not directly relating to the 

completion of your accounts and tax return. 

 

8) Our fees will be payable in full within 30 days. We reserve the right to charge a £10 

administration fee if payment is delayed.  

 

Additional fees 

 

Late submission of information  

September, October, November  25% Supplement * 

December to 15 January  50% Supplement  

On or after 16 January 75% Supplement  

  

Poor Record Keeping  

Problems will be highlighted for you to correct. But if remains 

unsatisfactory. 

25% Supplement  

  

Non Standard Tax Returns  

  

Each additional Employments/Pensions  £10 

Each additional Investment income  £5 

Income from a Rental Property £50 per property 

Capital Gains  Fee to be agreed 

  

Registration of Self employment with HMRC, if required £15 for an Individual 

 £25 for a Partnership 

  

Review of PAYE tax Codes £10 per tax code 

  

Additional tax advice line support (max two 15 minute calls per annum) £15 per annum 

 

* This supplement will not apply in respect of the 2010/2011 year
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Wilkinson & Partners 
  
Network Marketing Tax Service 
            
 

 

 

I wish to subscribe to your Tax Service. 

 

 

Signed…………………………………………… 

 

Name…………………………………………….. 

 

Address………………………………………….. 

 

 …………………………………………... 

 

 …………………………………………... 

 

National Insurance number……………………… 

 

UTR number (if allocated)………………………. 

 

Have you advised HMRC of your Self-employment? Yes / No  

 

If not yet registered then would you like us to organise? (fee applies) Yes / No 

 

Contact telephone number………………………. 

 

Email address……………………………………. 

 

 

Please supply a copy of two forms of identification. 

 











Application for exception from liability for 

Class 2 contributions

CF10 HMRC 06/11Page 3  

Please read the guidance before filling in this form. If you need more information, call the National Insurance Self-Employed 

Helpline on 0845 915 4655 or go to www.hmrc.gov.uk/self-employed 

This form is not an application for a refund. If applying for a refund or for a Small Earnings Exception the address to use is 

shown at the bottom of page 4.   

* indicates required field.

1 Surname *

2 First forename *

3 Other forenames

4 Title – Please enter your title or select it from the list. *

5 National Insurance number *

6 Date of birth DD MM YYYY *

7 When did your self-employment start? DD MM YYYY *

8 Home address *

Postcode

9 Phone numbers

Home

Mobile

10 Business address if different  from 8

Postcode

Phone number

11 What is your occupation when self-employed? * 

If you have more than one occupation and need more 

space please give details in 'Additional information' on 

page 4.

12 What are your expected net earnings from 

self-employment for the period from 6 April 2011 to 

5 April 2012? This should be below £5,315 *

£ 

13 If you have been self-employed for more than 12 months 

what is the last tax or accounting year for which you have 

earnings figures? The information you give will be treated 

as confidential. 

From  DD M YYYY

To  DD MM YYYY

In that period what were your total earnings 

after deductions? See page 1

£ 

14 Do you want to pay Class 2 contributions voluntarily? *

No Yes



CF10 Page 4  

15 If you work for one or more employers please give 

estimates for the year beginning 6 April 2011.

Gross earnings from employment*

£ 

Name of employer

Gross earnings from employment*

£ 

Name of employer

*If more than £42,475 put 'over £42,475'. 

If you have more than two employers please give details 

in 'Additional information' opposite. 

Make sure you read the following before you sign 

and date the Declaration at part 16. 

You do not have to produce evidence of earnings to 

support your application unless we specifically ask for 

it. If we need to see evidence of your earnings we will 

contact you.  

In accordance with the Social Security (Contributions) 

Regulations 2001, regulation 44 (5)(a), 

HM Revenue & Customs, National Insurance 

Contributions & Employer Office will revoke any 

decision not to collect Class 2 National Insurance 

contributions if a false declaration of earnings has 

been made and/or conditions affecting this decision 

change. This means that HM Revenue & Customs, 

National Insurance Contributions & Employer Office 

will take any necessary action to collect arrears of 

contributions where appropriate.

Declaration 

I have read the guidance and declare that the information 

given on this form is true and complete to the best of my 

knowledge and belief.

Signature

Date  DD MM YYYY

16

Print this form and send it to: 

HM Revenue & Customs 

National Insurance Contributions & Employer Office 

Self-Employment Services 

Benton Park View 

Newcastle upon Tyne 

NE98 1ZZ. 

Please keep the guidance for reference.

Additional information

Use this as the extra space you may need for questions  

11 and 15.






