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Taxation of your business is only one of many commercial 
and legal aspects of running a company that you need to 
constantly consider. These days, HMRC are doing everything 
in their power to maximise tax revenues. The rules are 
constantly changing, and tax legislation’s becoming 
ever more complex. Add this to the commercial factors 
affecting your company, and it becomes clear why we highly 
recommended you do, at the very least, an annual review of 
your company’s tax position.

Tackling business taxes with the right advice and planning 
can make a huge difference to the success of your business. 
Mistakes can be costly. So, we always recommend getting 
your accountant and tax advisor to undertake detailed tax 
planning with you to ensure you maximise the tax reliefs  
you use.  

This guide outlines some areas where advanced planning 
may produce tax savings. But, for the purpose of readability, 
this guide is designed to merely highlight areas of potential 
tax savings to consider and doesn’t cover all the intricacies of 
tax law.  

Use the guide to help you discuss planning opportunities 
with us, the pitfalls to avoid and areas where you may need 
to act. This will help us ensure we get your tax planning right 
for you.

TAX SAVING  
FOR BUSINESSES 
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CHOOSING AND REVIEWING 
YOUR BUSINESS STRUCTURE

You may begin your business life as a sole trader, 
partnership or incorporated business. Each comes 
with its own tax rules and issues. It’s important you 
receive the appropriate advice to get to grips with 
these issues. As your business grows, you may well 
run several companies or buy other businesses and 
how you structure ownership and your tax affairs can 
make a huge difference. Remember, it’s imperative 
that throughout your business lifecycle you review 
the structure of your business.

Choosing which is right for you, based on more than 
just the tax issues alone is important, and this is 
where we can help. Our specialist teams will work 
together to ensure you choose the right business 
structure, not only for business tax purposes, but also 
considering personal tax, your people, your growth 
and ultimately your exit.
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Profits are calculated using accepted accounting practices and 
crucially this means profit isn’t necessarily simply receipts, less 
payments. Instead it’s income earned less expenses incurred. 

Not all the expenses a business incurs are allowed to be deducted 
from income for tax purposes, although most are. It’s important 
you seek advice and keep comprehensive records so relief may be 
claimed, where it’s allowed.

Trading and property income allowances of £1,000 per annum are 
available. Individuals with trading or property income below £1,000 
don’t need to declare or pay tax on the income. Those with income 
above the allowance can calculate their taxable profit either by 
deducting their expenses in the normal way or by simply deducting 
the relevant allowance. 

TRADING AND PROPERTY INCOME ALLOWANCES 

An optional basis for calculating taxable profits is available to small 
unincorporated businesses. If an owner of a business decides to use 
the cash basis, the business profits would be taxed on cash receipts 
less cash payments of allowable expenses, subject to a number of 
tax adjustments. 

The optional scheme requires an election by the business owner and 
is only available where the business receipts are less than £150,000. 
Businesses can stay in the scheme up to a total business turnover of 
£300,000 per year. 

CASH BASIS FOR SMALLER  
UNINCORPORATED BUSINESSES 

PROFITS



When assets are purchased for the business, such as machinery, 
office equipment or vehicles, capital allowances are available. As 
with expenses, these are deducted from income to calculate  
taxable profit. 

CAPITAL ALLOWANCES 

The AIA from 1st January 2019 to 31st December 2020 gives a 100% write 
off on most types of plant and machinery costs, but not cars, of up to 
£1,000,000 per annum (reducing to £200,000 from 1st January 2021). 

Special rules apply to accounting periods which straddle these dates. 
Any costs incurred in excess of the AIA will attract an annual ongoing 
allowance of 6% (8% before April 2019) or 18% depending upon the type 
of asset. 

Other allowances include a 100% allowance on certain energy efficient 
plant and low emission cars and a 3% Structures and  
Buildings Allowance. 

PLANT AND MACHINERY -  
ANNUAL INVESTMENT ALLOWANCE (AIA) 

19%
Currently the main rate 

of Corporation Tax 
payable on company 

profits.

100%
The AIA write off on  

most types of plant and 
machinery costs up until  

31st Dec 2020. 

Expenditure incurred before the company’s 
accounting year end may reduce the current 
year’s tax liability. In situations where expenditure 
is planned for early in the next accounting year, 
the decision to bring this forward by just a few 
weeks can advance the related tax relief by a full 
12 months.

Examples of the type of expenditure to consider 
bringing forward include:

 ■  Building repairs and redecorating.

 ■   Advertising and marketing campaigns.

 ■  Redundancy and closure costs.

The tax allowance on a car purchase depends on CO2 emissions. 
Currently purchases of cars with emissions of between 51g/km and 
110g/km attract an 18% allowance and those in excess of 110g/km 
are only eligible for a 6% allowance (8% before April 2019). 

CARS
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The main rate of Corporation Tax payable on 
company profits is currently 19%.

CORPORATION TAX

Try to incur expenditure just before, rather than 
just after the year end, as this will accelerate the 
tax relief. Examples of the type of expenditure to 
consider bringing forward include; building repairs, 
redecorating, advertising, marketing campaigns 
and expenditure on plant and machinery.

TAX TIP



 ■ A first payment on account by 31 January in the tax year. 

 ■ A second payment on account by 31 July following the tax year.  

 ■ A balancing payment by 31 January following the tax year. 

As an employer you will have many responsibilities.  
These will include employment law requirements which 
are not covered in this guide and HMRC requirements to 
report pay and benefits. 

Two other requirements place a further burden on 
employers - Real Time Information (RTI) and Auto 
Enrolment (AE):

EMPLOYER OBLIGATIONS 

If you’re self-employed you may have to pay three amounts  
of tax and NICs to HMRC in a year;

SELF EMPLOYED

In certain circumstances, the two payments on account may 
not be necessary.  

RTI reporting is mandatory for broadly all employers. Under RTI, employers  
are required to make regular payroll submissions for each pay period during 
the year. 

The submissions detail payments made to and deductions made from 
employees. These submissions must generally be made on or before the  
date the amounts are paid to the employees. 

The RTI submission details payments made which include salary, overtime  
and statutory payments such as statutory maternity pay. It also details the 
Income Tax and National Insurance Contributions (NICs) due together with 
other deductions such as student loan repayments. The employer must  
also report details of expenses and benefits provided to employees. 

The PAYE and NICs on salaries are payable monthly (or quarterly where the 
amount due is less than £1,500 per month). 

Penalties apply to employers who fail to make returns on time. These penalties 
differ depending on the size of the employer. Interest and penalties also apply 
for failing to pay on time.

REAL TIME INFORMATION (RTI)
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AE obliges employers to automatically enrol employees into a work-based 
pension scheme. Duties include;  

 ■  Assessing the types of workers in the business.

 ■  Providing a qualifying automatic enrolment pension scheme.    

 ■  Automatically enrolling all ‘eligible jobholders’ into the scheme.

 ■ Paying employer contributions.

All employers generally need to contribute at least 3% of the ‘qualifying 
pensionable earnings’ for eligible employees. If the employer only pays the 
employer’s minimum contribution, employees’ contributions are generally 
5%, to meet the overall minimum 8% contribution rate. 

All employers must comply with Auto Enrolment 
from when they first take on an employee. Our 
Fortus team can help you to deal with Auto 
Enrolment for your employees.

PRACTICAL TIP

PENSIONS AUTO ENROLMENT (AE) 



Companies currently pay Corporation Tax at 19%. 

CORPORATION TAX

Unlike sole traders and partnerships who pay 
tax on profits only (and drawings are ignored), 
there are two layers of tax, where companies are 
concerned. The first is Corporation Tax which is 
due on the company’s profits and the second is 
the tax payable by directors and shareholders on 
money they take out of the company.

TAX ON LIMITED  
COMPANIES

In most small companies the directors and 
shareholders are one and the same and so they 
can choose the most tax efficient way to pay 
themselves. Using dividends can result in savings 
in tax and NICs. This requires planning and needs 
to take account of the Dividend Allowance and 
dividend rates of tax. The Dividend Allowance 
remains at £2,000, so careful planning is required. 
Talk to us and we’ll help you decide what’s best 
for you.

TAX TIP
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Directors of a company will normally be paid a salary  
and this is taxed under PAYE as for all employees. The 
cost of this, including the employer’s NICs, is generally an 
allowable expense of the company. Shareholders of the 
company in contrast may be rewarded by the payment  
of dividends on their shares.   

See our personal tax planning guide.

TAX ON ‘DRAWINGS’ 

https://www.fortus.co.uk/guides/tax-saving-for-individuals


A close company (which generally includes owner managed 
companies) is taxed in certain circumstances when it’s made a loan or 
advance to individuals or their family members who have an interest 
or shares in the company. The tax charge is currently 32.5% of the loan 
if it’s outstanding nine months after the end of the accounting period. 
The tax charge is repaid to the company nine months after the end of 
the accounting period in which the loan is repaid. 

Further rules prevent the avoidance of the charge by repaying the 
loan before the nine month date and then effectively withdrawing the 
same money shortly afterwards. A ‘thirty day rule’ applies if at least 
£5,000 is repaid to the company and within thirty days new loans or 
advances of at least £5,000 are made to the shareholder. The old loan 
is effectively treated as if it has not been repaid. A further rule stops 
the tax charge being avoided by waiting thirty one days before the 
company advances further funds to the shareholder. This is a complex 
area so please contact us if this is an issue for you and your company.

Ensure sufficient salary and dividends are drawn from the 
business to prevent these charges arising unnecessarily 
on an overdrawn director’s current account. We can also 
ensure overdrawn accounts are cleared properly.  
Contact us if you’d like to discuss the right options  
for you and your business.

PLANNING TIP

WARNING - CLOSE COMPANY 
LOANS TO PARTICIPATORS
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One of the main areas of non-compliance identified 
by HMRC is poor record keeping and this applies to 
all types of business. If you’d like guidance on what 
records to keep, please contact us.

PRACTICAL TIPVAT is a tax ultimately paid by the final consumer and 
businesses act as the collectors of the tax. There are  
heavy fines for failing to operate the system properly. 

A business must register for VAT if its taxable supplies exceed an 
annual figure, currently £85,000. If taxable supplies are less than 
this, a business may still register voluntarily. 

To find out more details about VAT, download our VAT guide.

VALUE ADDED TAX (VAT)

Limited companies can often result in less tax being paid overall. We’d be 
happy to discuss the implications of incorporation with you before you 
decide whether to incorporate your business.

Corporation Tax is usually payable nine months and one day after 
the accounting year end, so the choice of accounting date has no tax 
consequence. Larger companies may need to pay in instalments.

The profits of a limited company are calculated in a similar way to 
unincorporated businesses and the same rules regarding expenses and 
capital allowances generally apply. However, remember the salaries paid to 
directors, but not the dividends paid to shareholders, are deductible from 
the profits before they’re taxed.

TAX ON PROFITS

TAX PLANNING

PAYMENT OF TAX

mailto:enquiries%40fortus.co.uk?subject=
https://www.fortus.co.uk/guides/vat-a-fortus-guide/


Tax legislation is complex and constantly changing. This guide is meant to give you a basic understanding of the key areas your tax advisor  
should be supporting and advising you on. Many of the more detailed complexities of tax legislation are not covered within this guide.

CONCLUSION

✔
CHECKLIST OF AREAS YOU SHOULD CONSIDER ARE:

Company structure

✔ Profits

✔ Corporation Tax

✔ Capital allowances

✔ Employer obligations

✔ VAT
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Our complete focus is to ensure your company pays the right amount of tax, whilst maximising every tax relief opportunity  
available to you. Given this, we create robust business tax plans for business owners. 

Our clients engage us to ensure their business tax planning’s comprehensive, so they can spend less time having to think 
about it. We’ve developed a streamlined and effective approach ensuring the whole process is hassle free for you. 

HOW CAN FORTUS HELP?

13
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Our Fortus team is made up of professionals from a wide range of backgrounds, including former HMRC Inspectors and specialist tax advisors. 
Between them, they have decades of tax experience! 

Knowing you have our team of experts working with you on your tax planning will allow you to sit back, firmly in the knowledge you’re paying the 
right amount of tax and utilising all the reliefs available to you and your business.
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