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Operating as a sole trader

The business will be set up under your name and you are
entitled to keep all of the profits.

But this means you are also responsible for the tax owed, along
with any debts incurred by the business. In essence, as a sole
trader, you are the business.

Advantages

« Cheap and simple to operate

+ You don't have to worry about salary and dividends

v  You don't have to deal with Companies House, only HMRC
v

Easy to set up and close down

Disadvantages

X You are personally liable for the debts of the business

X If your profits are over £20,000 it can be less tax efficient

X Customers, suppliers and competitors will see you're a

small business

-
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Registering as a sole trader

If you decide to start working for yourself, you must inform
HMRC of your decision, regardless of whether you already
complete a Self Assessment tax return.

It is best to register with HMRC as soon as you start trading.
The latest you can register is by 5th October in your business’

second tax year.

HMRC can issue penalties for late registration, so it’s in your
best interests to do this on time!

Registering as a sole trader is straightforward, and you can
register with HMRC online.

If you need any help then please call us on 020 3355 4047.
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HMRC expect you to keep your bookkeeping
records for at least 6 years
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Completing your bookkeeping

Bookkeeping is the recording of your day-to-day transactions
on some kind of system, such as 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 keep accurate bookkeeping records, to manage
your overall finances and get a view of your everyday expenses.

Pandle

We recommend using our very own bookkeeping software,
Pandle. Simple and easy to use, we developed Pandle to cater
specifically for small businesses in the UK just like yours.

Pandle can automate aspects of your bookkeeping through

bank feeds, recurring transactions and automated payment
reminders. This only reduces the potential for errors but also
allows you to spend more time focusing on your business.

As one of our clients, you will recieve free access to Pandle Pro,
the premium version of our software (usually £6 per month).
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Claiming your expenses

Different types of business will have different types of
expenditure. But as a general rule, the vast majority of business
expenditure is allowable, even expenses you have incurred
personally for business purposes.

The most common business expenses are:

Motor expenses

Staff costs and wages

Use of home as an office (rent, rates and utility bills)
Materials or goods you sell

Admin costs (telephone and internet)

Advertising and marketing costs

Business insurances

Repairs and renewals

Work clothing

Staff training

We recommend opening a business bank account to
keep your business and personal transactions seperate.

Professional fees (accountants and lawyers etc.)
Travel and subsistence

Bank changes and interest

Capital expenditure (equipment or furniture etc.)

Entertaining costs

CRLAOLRLCLLCLLCKs

Membership and subscription fees
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For further information about paying HMRC please
call the payment helpline on 0300 200 3601
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Income Tax and NI

The amount of tax and National Insurance you need to pay
depends on how much you earn, but you are entitled to a tax-
free allowance.

Tax and National Insurance rates and thresholds can change
each tax year, so check the current rates here.

Paying your tax bill

Your tax is due before the 31st January, following the tax
year end.

If your tax bill is over £1,000, then you must make payments on
account. This means that HMRC will collect your tax plus the
currrent year's tax in two payments; one payment before 31st
January and the second before 31st July.

You can pay your tax bill using the following methods:

Faster payment (bank transfer direct to HMRC)
Direct Debit

Billpay (pay online with debit/credit card)

Bank Giro

Post Office

LK
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Completing your accounts

If we are completing your accounts and accompanying tax
returns we follow this simple three step process:

We send you a reminder

0 To let you know when your accounts are due

and ask for your bookkeeping records

We compile your accounts

e After your accounts are completed, they'll be
double checked by a Senior Accountant

We submit your accounts

Q Once we've received your approval, we'll

submit your accounts and returns to HMRC
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Deadlines and penalties for late
submission

The tax return deadline is 31st January following the tax year
end.

Failure to submit your accounts on time

Oned
ne day will result in a £100 penalty from HMRC.

This penalty will rise incrementally until the return is submitted.

Daily penalties of £10 per day will be

Three months incurred for up to three months.

An additional £300 penalty or 5% of the

Six months accounts and tax return are submitted.

The same penalty will be applied again every six months until
the accounts and tax return are submitted.

Accounts approval

We are unable to submit your accounts to HMRC until we have
received your approval.

So to avoid any unnecessary penalties, please keep an eye out
for emails from your accountant requesting this approval.
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Business Insurance

When you start a business you must make sure you have the
correct insurance in place. Here are the three main types of
business insurance you need to consider:

Employer's Liability Insurance (if you have employees)

Public Liability Insurance (if a customer suffers loss or injury)

AR

Professional Indemnity Insurance (if you sell your skills or

knowledge)

Professional Indemnity Insurance protects your business
against claims for damage or loss made by a customer or third
party if you make mistakes or are negligent with the services
you provide.

We've partnered with Caunce O'Hara. This partnership
enables us to provide you with an exclusive 20% discount
off your premiumes.

Get a quote
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https://quotes.caunceohara.co.uk/quote/policies/3900?set_scheme_id=1
https://quotes.caunceohara.co.uk/quote/policies/3900?set_scheme_id=1

Get An Instant Quote



https://www.theaccountancy.co.uk/quotation
https://www.theaccountancy.co.uk/quotation

00000@

the
+4 accountancy www.theaccountancy.co.uk | info@theaccountancy.co.uk | 020 3355 4047
partnership


https://www.theaccountancy.co.uk/
https://www.theaccountancy.co.uk/
mailto:info%40theaccountancy.co.uk?subject=
https://www.facebook.com/theaccountancypartnership
https://twitter.com/accountancypart
https://www.youtube.com/channel/UCB3RGzS9AiT6hKClaPBDEsw/
https://www.linkedin.com/company/the-accountancy-partnership
https://www.instagram.com/theaccountancypartnership/?hl=en-gb

