
The deadlines and responsibilities you need to know
about when operating as a limited company.
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What is a limited
company?
A limited company is a type of business where the owner's liability is limited to the
amount that they have invested in the shares, or guaranteed to the company.
 
In other words, the owners of a limited company are not personally liable for the
debts of the company - it is a separate legal entity to the owner. 
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Operating as a limited company

Small business can choose to trade through a limited company to create tax efficiencies and to limit personal
liability.
 

A limited company is a completely separate entity from its owners.
 
Everything from the company bank account, to ownership of assets and any involvement in tenders or
contracts belongs to the company and is separate from the interests of the company's owners or
shareholders. Similarly, any company debts rest with the company; the liability of shareholders is limited to
the value of their shares.
 
In comparison, a sole trader and their business are treated as a single entity for tax and administrative
purposes.
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Incorporating a
limited company
Forming your limited company is relatively straightforward. There are four elements:
 
1. Company Name
Choose a company name. This cannot be the same as another registered company’s
name. You can check whether your selected company name is available here.
 
2. Directors
Decide who your company director(s) is going to be. The director is the person who
will be responsible for running the company, and is appointed by the shareholders.
 
3. Shareholders
Decide who your shareholder(s) is going to be. The shareholder(s) will be the
person(s) who will own the company. The directors and shareholders are often the
same people in small limited companies, and can also just be one person. 
 
4. Companies House
Once you have completed the above steps, you need to register your company with
Companies House. This can usually be completed within 24 hours.

https://beta.companieshouse.gov.uk/company-name-availability


Bookkeeping is the recording of your day-to-day transactions on
some kind of system; whether this be a spreadsheet or accounting
software.
 
These transactions are then used as a basis for completing your
accounts and tax returns.
 
No matter how big or small your business is, you will need to ensure
you are keeping accurate bookkeeping records, to manage your
overall finances and get a view of your everyday expenses.
 

HMRC expect you to keep your bookkeeping records for at least
six years.
 

Pink partner a number of different platforms, so we can recommend
the best option for you depending on your needs.

Maintaining your
records
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How often should
I complete my
bookkeeping?

We recommend completing your bookkeeping as often as
possible, on a weekly or monthly basis. Doing your bookkeeping
regularly reduces the chance of errors and allows you to
understand how your business is performing.
 
Need help maintaining your records? Speak to our team.

http://www.pink-accounts.co.uk/


What is the
financial year?
The financial year is a period of time for which a company will prepare its accounts
and tax returns. 
 
The tax payable will be based on the amount of profit a company makes during its
financial year.
 
A limited company's financial year will usually run to the end of the same month of
formation a year later, although this date can be changed.
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Filing your accounts
and corporation tax

After the end of its financial year, a limited company must prepare full (‘statutory’) annual accounts, and a Company Tax Return.
You need your accounts and tax return to meet deadlines for filing with Companies House and HMRC.You can also use them to
work out how much Corporation Tax to pay.
 

Corporation tax for limited companies is currently set at 19%.

 
Paying your tax bill
Your corporation tax is due no later than nine months and one day after your financial year end. Failure to pay your corporation
tax could result in surcharges and interest being charged to the company.
 
For further information about paying your corporation tax, please contact your local tax office or click here.Li
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https://www.gov.uk/pay-corporation-tax


What is a UTR?
A Unique Tax Reference (UTR) is a number that is assigned by HMRC to identify
your company as a tax payer.
 
The number is assigned automatically after the company is registered with
Companies House (usually within 28 days).
 
If you are a director, you will also have a personal UTR, which relates to your
personal tax affairs.
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Your accounts to Companies House are due no later than nine
months after your financial year end.
 

Failure to submit the accounts on time will result in a £150
penalty.

 
This will continue to increase until they have been filed. For more
information on this, please click here.
 
Your accounts and corporation tax return are due to HMRC no later
than twelve months after your financial year end.
 

Failure to submit your tax return on time will result in a £100
penalty. 

 
This will continue to increase over time. For more information on this,
please click here.
 

Deadlines and
penalties for late
submission

https://webarchive.nationalarchives.gov.uk/20140711235250/http:/www.companieshouse.gov.uk/companiesAct/ca_lateFilingPenalties.shtml
https://www.gov.uk/guidance/corporation-tax-penalties
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A confirmation statement is a snapshot of the company details at a given date. It
must be submitted to Companies House within a prescribed time period, and
provides details of the company's office holders, the company's shareholders and
their level of control, persons of significant control (PSCs), the registered office and
details of where the books and records are kept.

What is a confirmation
statement?



Taking money from
your limited company

If the company is an owner-operated limited company (i.e. the directors
and shareholders are the same people), then it can be more tax-efficient for
the director(s) to take a small salary up to the national insurance threshold
and the remainder of their withdrawals as dividends.
 

The only tax payable is corporation tax on the profits of the company.
 
Director- or shareholder-owned companies that withdraw funds from their
companies are borrowing that money until such time as they repay it, or
declare a dividend to cover the borrowed amount.



When do I need to register
for VAT?
You must register for VAT if your turnover exceeds £85,000 (2019/20) in any given twelve
months.
 
HMRC are moving towards a fully digital submission and Making Tax Digital (MTD) already
applies to VAT-registered businesses with an annual turnover exceeding £55,000.
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What is a HMRC tax
investigation?
Every year, HMRC selects returns either at random or because the submitted figures
do not look right.
 
It is unlikely that you would be selected, but if you are, you would be asked to show
your paperwork to back up the figures submitted to HMRC.
 
Pink runs a Fee Protection Scheme for clients, which ensures that any costs incurred
as a result of HMRC investigation are covered. Find out more about this here.
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What happens if I start
employing someone?
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If you take on an employee, you will need to register as an employer with HMRC straight away, and start running payroll. 
 
We can run your payroll for you, or you can complete it yourself. If you would like to discuss this with us, then contact us on
01628 477709.



Management Buyout (MBO) - this is when an executive team combines its resources to acquire a portion (or all) of the business they manage
Sell Business to Managers and/or Employees - this is selling the company to its employees and/or managers
Sell Business in the Open Market - this is selling to someone outside your company
The IPO (Initial Public Offering) - through this process, a private company becomes a public company
Transfer Ownership to Family - this involves selling or transferring ownership to a member/members of your family

An exit strategy is something that every investor in a small business looks for. But even if 
you are running a one-person sole proprietorship, you need an exit strategy. For you, as 
for any investor in a business, the questions are the same when it's time to move on:
 

1. How are you going to get your money out of the business?
2. How much money are you going to get?
 

There are a few different options for you to consider:
 

Creating an exit
strategy
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