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How can Freedom in Numbers help?
As a director of a limited company, you will have a number of legal responsibilities to shoulder, and it can
become quite overwhelming. 

At Freedom in Numbers, we're here to support your business, and take away the stress of the administrative
side of business, giving you your freedom back. 

We offer a comprehensive service from setup, right through the getting your accounts in ship shape and
submitted on time.

Our company formation process is a good place to start. We'll form your new company for you, and
guide you through the right steps to take to get your business running.

We offer a monthly fixed fee service that it tailored to your new business, and will include all the
services you'll need to get started, including dealing with the HMRC on your behalf!
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How to use this guide
Setting up a limited company can be a really straight forward process, but it can easily go wrong later down
the line if don't understand what is required of you legally, or you come into a dispute with another
shareholder. 

This guide is here to help walk you through the steps of setting up your new limited company, whether
you're a brand new business, or if you're transferring your business from being a sole trader or freelancer to
a limited company.
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Picking a name
Every limited company must have a unique name,
and no two limited companies can share the same
name, so its important that you check that the
name (and even the domain name) is available first
before you order your branded goods. 

You can do this two different ways, either via a
company formations agent, or by checking with
Companies House. 

Also, you'll need to bear in mind that some words
may be deemed offensive and cannot be used in a
limited company name.

Quick tip;

Type in your chosen business name into a search
engine to see if your domain name (website
address) is available, as you may not be able to
have it without paying a lot of money for it if
someone has registered it first!

If the company name and domain name is
available, we recommend purchasing the domain
immediately so it isn't snapped up!

Choosing your directors
and shareholders
You will need to decide who will act as
shareholders and directors before registering your
business.

What’s the difference between a shareholder
and a director? 

Shareholders own the business in the form of
shares, and the directors run it for the owners. 

These two positions don't need to be separate
people, and it's common for shareholders and
directors to be the same person in small
businesses.

There are certain rights that come with being a
shareholder. For example, they can withdraw
dividends from the company (provided there are
profits available), but the amount drawn must be
in proportion to the number of shares held by
each shareholder.

If you plan to have more than one shareholder, it’s
important to have trust in the other party/
parties as you’re taking on an important joint
financial commitment, and having a shareholders
agreement in place is advisable to make sure any
future disputes can be dealt with correctly. 

We can advise you on the best share structure to
suit your business.

Getting Started
It's an exciting prospect setting up your own
limited company, and it's easy to get lost in a sea
of 'to do lists'. 

So what should you do first?
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Choosing your registered
office address
It is a legal requirement to have a registered office
for your limited company. This is where
correspondence from Companies House and the
HMRC will be sent.

This address can be your offices where the
business trades from, your home address or even
a nominated office such as your accountant. 

We provide a registered office service from our
offices, and this includes communicating any
paperwork that may arrive for your business.

Quick Tip;

If you register your business at your home
address, you must check with your mortgage
provider or landlord, and your home insurance
provider to make sure you're allowed to do this
under the terms and conditions of your contract. 

Important Documents
Once the company is formed, you will receive some
important documents that you must retain. 

These include:

    Share Certificates - who owns shares and what
    they're worth.

Important Documents
cont.
    Certificate of Incorporation - official 
    confirmation of company formation.

    Memorandum of Association - this sets out 
    what your company will do, and how it will do it.

    Articles of Association - the terms and 
    conditions of your business, and how it will be 
    run. 

Setting up a bank account
Once your company is formed, and you've taken
care of the formalities, the next step is to get a
business bank account in place. 

You cannot run a limited company through your
own personal bank account as a limited company
is a separate entity to you, and is responsible for
its own finances. 

You should keep your personal expenses separate
from your limited company to ensure that only
limited company transactions go through the
business.

Not all business bank accounts will have bank fees
attached to them, so it is worth doing your
research before choosing a bank to do business
with.
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What else should you
think about?
Insurance
What type of insurance you'll need is dependant
on the nature of your business, and the service /
product you're selling. 

    Contents Insurance - this will cover your 
    equipment and is essential if you own or rent 
    premises. 

    Public Liability Insurance - this will protect you
    if a member of the public is injured on your 
    premises.

    Professional Indemnity Insurance - this will 
    protect your business for any claims of 
    negligence or financial loss.

    Employers Liability Insurance - this insurance
    is compulsory if you employ staff, and covers 
    your business for any claims of injury etc by your 
    employees.

    Tax Investigation Insurance - this insurance 
    will cover your business for the additional legal 
    and accountancy costs in the event of an 
    investigation by the HMRC. 

Not all of these different insurance products are
compulsory for your business, but you should
consider the impact to your business if you do not
protect it with insurance.

Invoicing your customers
Sending a bill to your customers is a given when
you're selling a service or product, but there are
some legal requirements to raising a sales invoice
that you should be aware of.

    You must include company information
    including company name, registration number,
    and registered office address on the invoice.

    You must include an invoice number, date and
    customer information, including their address,
    and the invoice number must follow on from
    the last invoice raised (sequentially numbered).

    The word 'invoice' must be included.

    A full itemised breakdown including how much
    VAT has been charged on top of your sales price,
    and a total shown must be shown - this applies
    even if you're not VAT registered so that the 
    customer knows they haven't been charged
    VAT.

    If VAT registered, you must also display the 
    company VAT registration number. 
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What else should you
think about cont.
Expenses
All businesses will have expenses. There are costs
associated with being in business, whether it be
the costs of products you buy in before selling
onto your customers, or software subscriptions,
premises costs, legal costs and accountancy fees. 

Not all expenses however will be allowable. This is
due to some expenses not being ' wholly and
exclusively' for the business. 

This could be a personal expense that the business
has paid for you on your behalf, or a cost
associated with arranging a lease that doesn't form
part of the day to day activities of the business. 

It is easy to get confused as to what you can and
can't claim, as the rules are complex and can be
misunderstood. 

We've put together a separate guide to expenses
that you can download, which will give you a
comprehensive guide as to what is and isn't
allowed. 

Your wages and share of profits (dividends)

We're sure that you're already thinking about what
salary you'd like to take from your new business.

There are two ways that you can draw funds from
the company, as a salary or as dividends.

Salary
Paying a salary is a tax-efficient way of paying
yourself from the company, and will protect your
access to state benefits including your state
pension.

The salary is treated as a business expense, and
therefore is tax deductible, meaning it will reduce
the profits you will pay corporation tax on.

To take a salary from the company, you will first
need to be registered for PAYE as an employer and
report the salaries of the business to the HMRC
regularly depending on how often salaries are
calculated. 

Dividends

Dividends are a share of profits after tax that are
distributed to the shareholders of a company. 

They must be paid in a proportion of how many
shares are held by each shareholder, so if the
company is owned 50:50 between two
shareholders, they would each get the same
dividend amount, however if there is a different
split of ownership, then the dividends would be
split the same percentage as the ownership of the
company.
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Dividends cont.
You are given a £2,000 tax free dividend allowance
on top of your personal allowance, which allows
you to take £2,000 of dividends without paying any
tax.

The tax rates and thresholds associated with
the tax rates paid on dividends change
annually.

We can advise you as to the best split of salary and
dividends for your business based on your
personal circumstances.

You may have some income tax to pay, which will
be calculated on your personal tax return (also
known as a self assessment tax return). 

What taxes should you be
aware of?

Corporation Tax
Corporation tax is a tax that companies pay on
their taxable profits, and is deducted from
company profits before dividends can be paid.

It is calculated at the same time as when your
company annual accounts are put together. 

As it is paid after the deduction of allowable
business expenses, it's important that you claim as
much allowable expenses as possible, to reduce
the amount of corporation tax payable. 

Corporation Tax cont.
You are required to submit a CT600 (corporation
tax return) annually. 

In your first financial year, you will be required to
submit two CT600's, one filed within 12 months of
the incorporation date (date you formed the
company), and the second covering the remaining
period of the financial year.

For example

If you formed a company on the 15th March 2020,
then your financial year will default to the end of
March 2021, but you will need to file a CT600 to
14th March 2021, and then the second covering
15th March - 31st March 2021. 

PAYE (Pay as you earn)
If you have any employees, you may need to
deduct income tax and national insurance from
their salary and pay it to the HMRC.

As an employer, you will also be responsible for
paying employers national insurance contributions
to the HMRC. 

Certain employers are entitled to 'Employment
allowance' which entitled employers to relief from
paying employers national insurance for the first
£4,000 per tax year.

If you provide any taxable benefits or reimburse
expenses to an employee, you will need to declare
this on an annual P11D form to HMRC. 
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Income Tax
As a director, you will be expected to apply to the
HMRC to register for self assessment. 

You’ll need to report your salary, dividends and
any other income on a self-assessment tax return
each year (the tax year runs from 6th April to 5th
April each year).

The deadline for self-assessment return and
payment of any tax due is 31 January following the
end of the tax year, if you complete it online.

For example your 2019/20 self-assessment will be
due January 2021 (online). If you choose to file by
paper, this deadline is October 2020. 

VAT
VAT is an additional tax that is paid on many goods
and services in the UK.

Currently the rate is 20%, and is added on top of
the sales price of the goods or services you're
selling to your customers.

You will be required to register for VAT if your
taxable sales exceed £85,000 per year, but you can
also register voluntarily if your business will
benefit from being VAT registered due to the items
you sell.

We have written a comprehensive guide to VAT
basics and VAT schemes that will explain VAT in
more detail. Please see our resources page. 

Income Tax cont.
We can be appointed to act as your agent, with
your authority, so we can deal with the HMRC on
your behalf. 

As part of this service, we will receive copies of all
routine queries from the HMRC, and deal with
them on your behalf. 

CIS
CIS is a construction and trades industry specific
tax.

If your company trades in construction or a trade
(plumbing etc), then you will need to register as a
CIS subcontractor.

If your services are being sold to other businesses,
they are required to deduct CIS tax from the
payment they make to you. It is a bit like PAYE, and
will be deducted from any tax your company will
owe as a payment on account. 

If your sales are more than £100,000, you can
register for 'gross payment status' which stops
businesses deducting CIS before they pay you.

If you have subcontractors working for you (not as
employees), you will be required to deduct CIS
from their earnings, and pay it across to the HMRC
with your PAYE bill. 

The rate of CIS deducted will depend on whether
they are verified under CIS with the HMRC or not.
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Confirmation Statements
You will also be required to complete an annual
confirmation statement with Companies House.

This is a log of all the statutory information about a
Limited Company, its shareholders and the
company directors.

The confirmation statement will also include: 

    Registered office address

    Share information

    Details of any unsecured loans (known as 
    debentures)

    Type of business and limited company

    Declaration of who has significant control

Companies House levy a £13 charge for this filing,
and it must be submitted within 1 year and 14
days from when your limited company was
formed, and every 12 months thereafter.

If you don't submit this, it could result in
prosecution, your company being dissolved and
may affect your ability to act as a director for
future businesses.

Deadlines you should be
aware of!

Accounts
You will be responsible for preparing annual
accounts for Companies House, and to send a
copy with your corporation tax return (CT600).

Companies House - Your accounts must reach
Companies House within 9 months of the
company's financial year end. 

HMRC - The HMRC must receive a copy of the
accounts with the CT600 within 12 months of the
company's financial year end.

If you are classed as a 'small business', you can
submit 'micro-entity' accounts, which only detail
the bare minimum information to be displayed at
Companies House. These accounts only need to be
signed off by a company director.

A full set of accounts must be sent with your
corporation tax return, which shows much more
detail. 

Disclaimer

We have written this guide to give you the information you need to setup your business.
 

The rules for tax relief and what you can claim are complex and are subject to change, so please
check with us to make sure you have the latest information and guidelines. 
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