
Chapter 6 from The Magical Mix of Money & Tax by Helen Monaghan 
© Helen Monaghan 2019 

 

 

Click to buy from Amazon: https://amzn.to/36FNcG1 

 

https://amzn.to/36FNcG1


Chapter 6 from The Magical Mix of Money & Tax by Helen Monaghan 
© Helen Monaghan 2019 

 

 

Click to buy from Amazon: https://amzn.to/36FNcG1 

 

 

 

 

 

 

Free full chapter download from 

‘The Magical Mix of Money & Tax’ 

By Helen Monaghan 

 

HM Finance Coaching Ltd 

www.hmcoaching.co.uk 

 

 

 

 

 

https://amzn.to/36FNcG1
http://www.hmcoaching.co.uk/


Chapter 6 from The Magical Mix of Money & Tax by Helen Monaghan 
© Helen Monaghan 2019 

 

 

Click to buy from Amazon: https://amzn.to/36FNcG1 

 

Chapter 6: Not knowing where to start 

 

Solution: Knowing where to start 

 

Often, once a business owner has acknowledged the benefits of keeping 

their accounts up to date and filing their tax return early, in addition to 

any psychological blocks that may be holding them back, the next 

stumbling block is simply the practical steps on what to do, and more 

importantly where to start. 

 

Like achieving any goal, the concept of breaking it down into small 

manageable chunks applies with your accounts and tax return too. You 

may be up to date and looking for ways to stay up to date or you may 

have a backlog of at least twelve months to wade through, so I’ll 

approach this from the latter position. 
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Got mountains of paperwork to wade through? 

 

If this is you, then let’s start at the beginning with small steps, and I am 

going to assume that you have a separate bank account for your 

business. Furthermore, when I refer to cash purchases, I’m talking about 

purchases that are either paid by cash and/or purchases you pay for 

personally that don’t go through your business bank account. However, 

if you use your personal account a lot, you’ll have to add your personal 

bank statement to the steps I discuss below. 

 

It is always advisable that you separate out your business and personal 

banking, paying for all business expenses through your business 

account, or you’ll just keeping giving yourself extra work when it comes 

to doing your accounts and tax return. Therefore it’s highly 

recommended that you set up a separate account for your business 

immediately. If your business is a limited company, then it’s deemed a 

legal entity in its own right and it MUST have its own bank account 
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because in essence it’s not your money until you take it out as salary or 

dividends. 

 

Part 1 

1. Gather together all your expenditure receipts for the period that 

you are covering. 

2. Count how many months you are covering in this period and get 

some large envelopes to cover the number of months e.g. April to 

March is 12 months so get 12 envelopes. If it’s now January and 

you have last year’s tax return to do as well as getting the current 

one up to date, that will require 21 envelopes, in addition to a lot of 

time and patience… 

3. Label these envelopes with each month so one is called April, 

another May and so on. Be sure to write the year on them too. This 

comes in handy if you are covering more than 12 months, or 

looking for a receipt at a later date. 
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4. The UK tax year is officially 6th April to the 5th April the following 

year, so you have three options: 

a. For the April envelope, have a smaller envelope within it that 

holds just the 1st to 5th April receipts so you know where to 

find these. 

b. Label each large envelope 6th to 5th (e.g. 6th April to 5th May, 

6th May to 5th June). 

c. You can choose to tell HMRC your financial year is 1st April 

to 31st March, and work with each month. Note, if you have 

received dividends or are paid any other income (except self-

employed earnings) you must include up to 5th April on your 

self-assessment. 

5. Allocate yourself some 30-60 minutes in your diary each evening 

(or another convenient time) to spend going through your 

expenditure receipts and allocating them to the relevant monthly 

envelope. For example, something bought on 10th May 2018 goes 
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into the envelope labelled May 2018. This can be done in front of 

the TV or listening to music or doing any other low cognitive task. 

At this point, disregard any concerns as to whether or not you can claim 

a particular expense unless it’s obvious you can’t, (e.g. clothes for the 

kids), as this will only slow you down. We’ll cover what you can and 

cannot claim in Chapter 8. 

 

Part 2 

 

Once you have all the receipts in envelopes, then you need to move on 

to Part 2. I have made a few suggestions on how to do this, but 

everyone is different so feel free to come up with your own system, 

knowing that the intention of Part 2 is simply to check that you have all 

the receipts. 
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You may feel you don’t need to concern yourself with this task if your 

sales were low and you know that you have no tax to pay. (Currently 

there is a £1,000 annual revenue threshold where you don’t need to give 

HMRC your expenses). However, you’ll need to get organised with all 

this when you do start earning more money and need to pay tax, so why 

not start today? You’re delaying the problem if you don’t. 

 

Furthermore, if you have made a loss, you may be able to offset this 

against other income in the year, carry forward to a future year, or carry 

back to a previous year and get some tax back. 

 

You may also want to tackle this task all in one sitting, so give yourself a 

few hours. 
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Follow this method if you like spending time on your pc/laptop/tablet and 

you’re ok with spreadsheets. 

 

1. Download your bank statements as a csv file (which can be easily 

saved as an Excel sheet). 

2. Add up all your sales and make a note of the sum, separate from 

your purchases. If you have made any cash sales, then ensure 

you add the value to this figure. 

3. Take the relevant month’s receipts from your envelopes, and 

match up to the purchases entries on your bank statements. 

4. Type in, next to the bank statement entry, what it is you have 

bought (a brief summary is sufficient). 

5. Make a mark on the receipt to indicate you have matched it up, in 

case you get disturbed whilst doing this. 

6. Repeat until you have gone through all your paper receipts. If you 

have found cash (or personally paid) receipts, then add these to 

https://amzn.to/36FNcG1


Chapter 6 from The Magical Mix of Money & Tax by Helen Monaghan 
© Helen Monaghan 2019 

 

 

Click to buy from Amazon: https://amzn.to/36FNcG1 

your spreadsheet but make it clear these are cash, not bank 

transactions (i.e. paid outside your business bank account). 

7. If you have entries on your bank statements that you have no 

receipts for, you’ll then need to search through your emails (or 

online accounts) for any PayPal, eBay, Apple, Amazon or credit 

card purchases. This is to ensure that you claim everything you 

bought and that you have receipts for everything, which you will 

need to show if asked by the tax authorities. 

 

Follow this method if you prefer to spend very little time on your 

pc/laptop/tablet. 

 

1. Print off your bank statements (if you don’t already have paper 

copies). 

2. Manually add up all your sales and make a note of the sum. If you 

have made any cash sales, then ensure you add the value to this 

figure. 

https://amzn.to/36FNcG1


Chapter 6 from The Magical Mix of Money & Tax by Helen Monaghan 
© Helen Monaghan 2019 

 

 

Click to buy from Amazon: https://amzn.to/36FNcG1 

3. Take the relevant month’s receipts from your envelopes and match 

up to the purchase entries on your bank statements. 

4. Write next to the bank statement entry what it is you have bought 

(a brief summary is sufficient). 

5. Make a mark on the receipt to indicate you have matched it up, in 

case you get disturbed whilst doing this. 

6. Repeat until you have gone through all your paper receipts. If you 

have found cash receipts (i.e. personally paid), then put these 

aside until you are finished. 

7. Once finished, list all your cash purchases either on a spreadsheet 

or on a piece of lined paper and attach all the cash receipts to the 

back of it, either for each month, or for the year all together. 

8. If you have entries on your bank statements that you have no 

receipts for, you’ll then need to go onto your computer and search 

through your emails and online accounts for any PayPal, eBay, 

Apple, Amazon or credit card purchases. This is to ensure that you 
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claim everything you bought and that you have receipts for 

everything if asked by the tax authorities. 

 

Follow this method if you love being at your computer and you have an 

online accounting software programme such as QuickBooks, Xero, 

FreeAgent or Sage. 

 

It is likely you have already imported your bank statements, in which 

case you just have to reconcile. This is exactly what the two options 

above were doing, but you’re doing it directly with the help of the 

software so it speeds things up for you. As you identify each item, you 

categorise it within the software automatically, which saves you doing 

part 3. 

 

As per above, highlight on each receipt that you have matched this off, 

and keep cash receipts (i.e. paid for personally) separate. You can then 
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add these to the software as expense claims. Remember to add on any 

cash sales too. 

 

Going forward, it’s good to upload copies of the business receipts to the 

accounting software which can be done easily if it’s an electronic receipt, 

(sent to you by email). Otherwise, the app version for your phone, or a 

compatible receipt app, will allow you to take a photo of the paper 

receipt and upload it to the software. 

 

Part 3 

 

Part 3 is when we categorise the transactions. Currently, this is not 

essential for your tax return if your sales are below £77k but it is a useful 

process (which you will find out in Chapter 8) and it helps you become 

more mindful of how much you are spending on certain items such as 

travel, refreshments or training. 
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For those who have accounting software, this is all done for you and can 

be found in the P&L reporting section. For those who are using 

spreadsheets, you can either do a data sort then add up each category, 

or you can do a simple pivot tablet. For those who are doing it by hand, 

then it’s time to get your calculator out, look back to your bank 

statements and cash report, then add up all the travel, then all the 

stationery, all the postage, etc. 

 

Over to you now 

 

What more can I say other than pause, put a bookmark in this book or 

click on a bookmark if reading it online, and get to it! 

 

You may want to read on if you feel you want more information around 

the tax return before doing this, or if you want to know what you can 

claim (but this may slow you down in Part 1 of the process) or perhaps 
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you are stalling for a few other reasons (which I’ll cover in Chapters 8-

12). If, however you are procrastinating for the reasons we have already 

covered in Chapters 1-5, then please acknowledge stalling only leaves 

you with less time to do the stuff you need to do. Please re-read! 

 

Perhaps you really don’t want to do this and would rather delegate your 

accounts to a book-keeper, which is perfectly ok. At least this chapter 

has given you an insight into why your book-keeper’s bill is high and 

helped you to value their work. 

 

Now we’ve pulled all the book-keeping together, you need to grasp an 

understanding of the tax return itself, which we cover in the next 

Chapter. Then in Chapter 8, we’ll cover what you can claim. 

  

We hope you enjoyed this free chapter download.  
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