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Thinking about growing your

business?

You may eventually find that you have
ambitions beyond contracting. It could be
that you no longer wish for your company
revenue to be reliant on you alone, or you
feel that you could profit even further from
the expertise you have amassed during
your career and the contact networks of
clients and other contractors. Either way,
your limited company provides you with the
platform to build a growing business.

Many contractors eventually decide to
move into consultancy, meaning they
continue to share their expertise and
knowledge with clients without actually
having to put their skills into practice
delivering the work. This is ideal if you
reach a stage where you have amassed a
lot of knowledge and you’re keen to
reduce your workload without necessarily
reducing your income.

Alternatively, it may be that you spot an
opportunity to market a specific skill,
process or product that resolves a
common issue - new software is a good
example of how contracting businesses
have grown. In either case, hiring and
managing contractors enables you to
reach more clients and maximise on your
revenue earning potential. It can also be
an effective way to fill your own skills
gaps. In other words, if there are any skills
that you don’t possess, hire somebody
who does.

Whilst starting up as a limited company
contractor is relatively straightforward,
growing your business - which may
include employing people and securing
premises - is far more involved. You’'ll need
to have developed a solid business plan
and considered how you are going to
market your services. Financial planning is
also a necessity, and is another area where
we can add considerable value, helping
you to create and implement a strategy
that will give your business the best
chance of success.




Glossary

Companies House: The Government service
used to incorporate and dissolve
companies, as well as register company
information and make it available to the
public.

Company Tax Return Form (CT600): A
return completed on behalf of a company
each year, detailing its Corporation Tax
liability.

Contractor: An individual who provides
their services to a client on a contract basis,
typically as a business-to-business
exchange.

Contract review: An evaluation of a
contract, carried out by an accountant or
legal expert, used to determine IR35 risk
and assess commercial terms.

Corporation Tax: Tax paid on the profits of
a company, following the deduction of
expenses and employee salaries.

Deemed employment: An HMRC term used
to describe an individual who has been
paying tax as though they are a self-
employed contractor but whose working
practices mean they are legally an
employee.

Dividend tax: Income tax applied to the
distribution of dividends at significantly
lower rates than personal income tax.

Expenses: Costs incurred that can be offset
against an individual’'s or company’s tax
liability.

Freelancer: Somebody who works on a
self-employed basis who isn’t committed to
a particular employer long-term.

Income tax: Tax paid on personal income.

IR35: Tax legislation with the purpose of
identifying ‘deemed employees’ and
ensuring that they receive the correct tax
treatment.

Limited company: A private company
which operates as a separate legal trading
entity from its owners, insulating them from
business risk.

National Insurance Contributions (NICs):
A tax paid by employers and employees
used to fund state benefits.

Pay As You Earn (PAYE): HMRC'’s system
used to collect income tax and National
Insurance Contributions (NICs) from
employment.

Payroll: A company'’s records of its
employee’s salaries or wages, as well as
deductions of income tax and National
Insurance Contributions (NICs).

Personal service company (PSC): A term
devised by HMRC used to describe a
company that exists only to hire out the
services of a sole individual.

Personal allowance (PA): An amount of
income that an individual can earn within a
tax year before income tax becomes due at
the basic rate.

P11D: A tax form filed by employers to
report expenses and benefits to HMRC for
individual company directors or employees.

P35: An annual return completed by
employers, providing details for everyone
employed during the tax year.

32



Glossary

Reasonable care: A compliance
requirement for anybody responsible for
assessing a contractor’s IR35 status,
believed to equate to acquiring expert
advice.

Real Time Information (RTI): A system
implemented to make PAYE submissions
more efficient, instantly informing HMRC of
changes when information is submitted.

Recruitment agency: An organisation that
places candidates in suitable contracts,
negotiating terms and overseeing the
recruitment process.

Self-Assessment: The end of year tax return
used to determine how much tax is due on
an individual’s personal income.

SIC (Standard Industrial Classification)
code: A code assigned to a company which
informs the Government of its nature of
business.

SME: Small and medium-sized enterprises
whose personnel numbers and annual
turnover fall below certain limits.

Tax-planning: The analysis of a financial
situation with the purpose of achieving
greater tax-efficiency.

Umbrella company: A company that acts as
an employer to contractors, processing
payment and taking care of tax and
administrative matters.

Unique Taxpayer Reference (UTR): A
number that identifies you with HMRC for
anything related to your personal tax
obligations.

Value Added Tax (VAT): The sales tax
levied on the majority of goods and
services exchanged in the UK.

VAT Flat Rate Scheme (FRS): A scheme
available to small companies, enabling them
to pay VAT at fixed rate without subjecting
them to the same administrative
requirements.
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Members’ geographic distribution

UK200Group independent Chartered
Accountancy and Law firms offer strategic
business support servicing key industries
throughout the UK, in over 150 locations.

Global support extends to over 70 countries
through UK200Group International
Associates and the Group’s membership of
IAPA - a global association of independent
accounting firms and groups.

Main Offices
@ Accountants
@ Lawyers

Chartered

accountants
& lawyers
O
QS{O‘)
W\

www.uk200group.co.uk

This guide has been prepared for general interest and it is important to obtain
professional advice on specific issues. We believe the information contained in
it to be correct. While all possible care is taken in the preparation of this guide,
no responsibility for loss occasioned by any person acting or refraining from
acting as a result of the material contained herein can be accepted by the
UK200Group, or its member firms or the author.

UK200Group is a trading name of UK200Group Limited and is an association
of separate and independently owned and managed accountancy and law
firms and as such each has no responsibility or liability for the acts or
omissions of other members. UK200Group does not provide client services
and it does not accept responsibility or liability for the acts or omissions of its
members.
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