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Warm Welcome !

“The key aspects that one should
take into account in managing
small businessers

Mishantha Liyanage

MBA, ACMA,BBA (Special),AlB, AACS, CeMAP
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Small Business

Sole Limited Liability
Proprietor/Sole Partnership Partnership
Trader (LLP)

Company —
Small Private
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Questions?

e How many of you are running small

businesses?
e Do you do it on your own/use an accountant?
e Are you happy with the service offered?

e \What's the purpose in coming today ?
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Checklist for business start ups

Each small business in depth and key aspects

Structure

e Fee Structure of an accountant

Key Websites/Contacts
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Checklist for business start ups

e Sales, Profit, Cash flow projections

Banks, Funding & Grants

o VAT

e Formation

e Business Cars
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Sole Proprietor/ Sole Trader

Which is owned and run by one individual

No legal distinction between the owner & the

business
All profits and all losses accrue to the owner

All assets and debts are owned

The owner carries unlimited liability
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Managing Finances and Administration

e Can do business with a trade name

e Need to Open a business bank account

e “Cash flow” is King - Do not go merely on profits

* Box filing systems is highly recommended

e No audit required

e Can hire any number employees

e Employer Help Line 0845714 3143, 08456070 143

e Can hire sub contractors (Draft Service Level Agreement — SLA)

® |[nsurances
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Managing Taxes

e You are responsible for your own Tax and NIC

e Register as self-employed with HMRC within 3 months to avoid a penalty
e Self employed - 0845 915 4515

e Need to do a Personal Tax return —SA 100 - 0845 9000 444

Income tax, NIC and VAT
e Income Tax (2009/2010 & 2010/2011)

Personal Tax allowance (Tax free) - £6,475

Basic Rate 20% -£0- £37,400 (£6,476 - £43,875)
Higher Rate 40% -Over £ 37,400 (£43,876)
Additional Higher Rate 50% - Over £150,000

e National Insurance Contribution (NIC) ¢ 2009/2010
'Class 2' NIC at a flat rate - £2.40/week,
'Class 4' NIC - 8% between £5,715 and £43,875 and1% over £43,875
Earnings less than £5,075 entitled to the Small Earnings Exception, on Class 2 NIC
- you can apply for Small Earnings Exception certificate form CF10

VAT registration — If annual turnover over £67,000 (2009/2010)
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Partnership ¢ Unlimited Liability

A relationship that exist between persons carrying on a
business in common with a view to a profit

All assets and debts of the business are owned by the
partnership

This means that the partners have unlimited liability.

Joint and Severally Liable - as partners are liable for each
partner’s debts

Partnership Deed - The internal workings of a partnership
are usually governed by a deed

Partnership Act 1890
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Partnership ¢ Managing
Taxes

Advantages: (Common to
Sole Proprietor as well)

Disadvantages: (Common
to Sole Proprietor as well)

e Need to do a Partnership tax return (SA
800) and Personal Tax return(SA 100)

e Avoid Double taxation unlike a company

e Owners will pay tax on their individual
income

e More credibility and less risky as 2 or
more people are involved

e A business organized as a partnership
faces difficulty in raising capital

e Hiring employees may also be difficult

e When the business grows, to minimize the
risks, a partnership can form a Limited
Liability Partnership (LLP) or a company
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Partnership — Limited Liability
(LLP)

An LLP offers a halfway house between a
partnership & a company

All profits, losses, assets and liabilities
belong to the partnership

This means that the members have
limited liability.

However, Members responsible if they
have given personal guarantees
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Company
e My Preferred structure due to tax planning options

e A company is a separate legal entity and can enter into any
legal contract

e A business is 'small' or 'medium-sized' if it satisfies at least
two conditions :-

Small Medium
Annual turnover: not more than  £5.6m £22.8m
Assets: not more than £2.8m £11.4m
‘Small’” or Employees: not more than 50 250

‘Medium-

sized’
Companies

e All profits, losses, assets and liabilities are owed by the
company

e The directors who can be the shareholders, act as agents

e Shareholder’s liability as owners, is limited to the amount
unpaid (if any) on their shares

* Directors can be liable for Fraudulent or wrongful trading. 1
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Managing Finances & Administration

e You need to decide on a name then register with the
Companies House,

e |f you are trading need to file CT100
e |f you are employed you need to prepare P46, P60,P35

Managing Taxes

e You can be employed and draw a wage - £6,475 tax free

2009 2010
Small Companies Rate 21% 21%
Net Profit Cap £300,000 £300,000
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e There are two different Income Tax rates on
UK dividends.

Dividends e The Basic Dividend Income Tax Rate of 10%
below £37,400 (2009-2010).

e The Upper Dividend Income Tax Rate of
32.5% above the £37,400

Tax e Get a wage declared up to £6,475 which is
. tax free (£540 a month)
Planning

e Declare a Dividend — of £37,400 - This way
OPTION 1 you will get £6,475 + 90% of £37,400 plus a
tax credit of 10%

14
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National Insurance Contributions (NIC)

A If you're employed ¢ NIC - You are responsible for your own tax and National
Insurance contributions. Class 1 (Assuming Contracted In)

Week (£) Annum (£) %
Up to 110 or 5,715 Nil

111 — 844 5,716 - 43,875 11%
Over 845 or 43,876 1% (12%)
Employer
Over 111 5,716 12.8%

A You will pay a lower amount as an employee if you are a member of your
employer's contracted out pension scheme

15



iﬁ $ Living breathing business

Chartered Institute of
MCC accountanTts Manwmem Accountants

Typical Fee Structure

Book Keeping - £20 - £40 hour
Training - Managing Finances -- £50 - £100 hour
Official Visits and Investigations - £60 - £120 hour

Payroll - Minimum of £75 a month /company for up to
5 employees will increase with companies/employees

Self Assessment Tax Return - £125 (basic) - £400
(complex)

Partnership Tax Return - £250 (basic) - £1000
(complex)

Company Management a/c’s (excluding book keeping)
— Monthly £350, Quarterly - £600, annually — £1,000

Setting up a business and advice - £1,000
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Key Websites/Contacts



http://www.hmrc.gov.uk/index.htm
http://www.companieshouse.gov.uk/
http://www.businesslink.gov.uk/
http://www.mccaccountants.co.uk/
mailto:info@mccaccountants.co.uk
mailto:M.liyanage@collinsandbone.com
http://www.collinsbone.com/collinsbone
http://www.castle-and-gatehouse.co.uk/
http://www.castle-and-gatehouse.co.uk/
http://www.castle-and-gatehouse.co.uk/
http://www.castle-and-gatehouse.co.uk/
http://www.castle-and-gatehouse.co.uk/
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Thank you!
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