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Almost half of UK small businesses say they struggle with 
paying taxes, so is it time to re-assess how they tackle this?

Running a small business is a challenge; in fact, according 
to a survey by UK insurer RSA, more than half of British small 
businesses (55%) go under within their first five years. Of all 
the threats to the survival of these firms, the tax system is one 
of the greatest, with 44% citing it as a barrier to success. 

Lack of bank lending was a problem for 38% of small 
businesses, while the cost of running a business was too high 
for 36%. These three factors are not unrelated; staying on 
top of your tax liabilities and cash flow underpins business 
success – no matter how good your product or service, if 
these requirements aren’t met then a company is unlikely to 
go the distance. 

Cash is king for small businesses; having ready access to 
funds is essential for the day-to-day running of a company. 
Whether it’s to meet increased demand from clients or to 
invest in infrastructure to expand for the future, few small 
businesses can survive without it. 

Most businesses handle their tax liabilities using cash flow, 
but there are other approaches which can be more 
efficient. For example, a quarterly or annual small business 
loan to cover your VAT bill offers a short-term payment 
solution that ensures your tax liability is covered, leaving 
cash in the business to reinvest in the meantime. Covering 
Corporation Tax bills with a loan that can be paid back 
over a 12-month period is another way to spread the cost 
of the tax owed, leaving funds free to be funnelled back 
into the most profitable areas of the business and ultimately 
increasing your bottom line over the year. 

Far from being a facility to be used only in times of financial 
distress, a small business loan accessed at the right time to 
cover a tax demand can actually be a stepping stone to 
success. 

New to paying tax as a business? This guide covers all you 
need to know about Corporation Tax and VAT – and how to 
arrange your payments more efficiently. 

“White Oak UK 
HAVE A STRONG 
HISTORY IN 
PROVIDING 
FINANCE 
AND LEASING 
SOLUTIONS TO 
THE SECTOR...”

How finance can help.
Everything you need to know about  
Corporation Tax and VAT 

http://www.rsabroker.com/system/files/SME Growing Pains White paper.pdf
http://www.rsabroker.com/system/files/SME Growing Pains White paper.pdf
http://www.rsabroker.com/system/files/SME Growing Pains White paper.pdf
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Corporation Tax. 

All businesses must pay a tax on their profits. You are liable for Corporation 
Tax if you’re a limited company or a foreign company with a UK branch 
or office. Your company is required to complete a Corporation Tax 
return each year, which is filed with HMRC. You won’t receive a bill for 
Corporation Tax, but there are specific things you must do to work out, pay 
and report your tax. 

Taxable profits for Corporation Tax include the money your company or 
association makes from:

If your company is based in the UK, it pays Corporation Tax on all its profits from the UK and abroad.

If your company isn’t based in the UK, but has an office or branch here, it only pays Corporation Tax on 
profits from its UK activities.

In the Summer Budget 2015, the government announced  legislation setting the Corporation Tax main 
rate (for all profits except ring fenced profits) at 19% for the years starting the 1 April 2017, 2018 and 2019. 
In the last Autumn Statement (November 2016), the Chancellor announced that Corporation Tax would 
be lowered to 17% for the Financial Year beginning 1 April 2020, giving Britain the lowest rate in the G20 
nations.

• Doing business (‘trading profits’)
• Investments
• Selling assets for more than they cost (‘chargeable gains’)

1. Register for Corporation Tax when you start your business (after you’ve 
registered your company with Companies House). You’ll need to do 
this within three months of starting to do business. You will need your 
company’s 10-digit Unique Taxpayer Reference (UTR), which will be 
posted to you within a few days of registering with Companies House. 
Once you have the UTR, you can register for Corporation Tax on  
the HMRC website 

2. Keep accounting records and prepare a Company Tax Return to work 
out how much Corporation Tax to pay 

3. Pay Corporation Tax or report if you have nothing to pay by your 
deadline - this is usually nine months and one day after the end of your 
accounting period (your accounting period is normally the same 12 
months as the financial year covered by your annual accounts) 

4. File your Company Tax Return by your deadline - this is usually 12 months 
after the end of your accounting period

Profits you  
pay Corporation  
Tax on

https://online.hmrc.gov.uk/registration/newbusiness/introduction
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VAT is a tax on the final consumption of certain goods and services, but 
is collected at every stage of production and distribution. Most business-
related goods and services will be subject to VAT, with the standard rate 
currently set at 20% (although this is set to change from 1 April 2017 – see 
below for details).

Companies should register for VAT if the value of their taxable supplies in 
a 12-month period is greater than the annual threshold of £83,000. You will 
need to pay your VAT bill by the deadline shown on your VAT return. You 
can only charge VAT if your business is registered for VAT. You will need to 
pay your VAT bill by the deadline shown on your VAT return.

VAT is charged on things like:

These are known as ‘taxable supplies’.

VAT-registered businesses:

If you’re a VAT-registered business you must report the amount of VAT 
you’ve charged and the amount of VAT you’ve paid to HMRC. This is done 
through your VAT Return, which is usually due every three months.

• Must charge VAT on their goods or services
• May reclaim any VAT they’ve paid on business-related   
 goods or service

Responsibilities

VAT funding.

• Business sales - for example when you sell goods or services
• Hiring or loaning goods to someone
• Selling business assets
• Commission
• Items sold to staff - for example canteen meals
• Business goods used for personal reasons
• ‘Non-sales’ like bartering, part-exchange and gifts
• (‘chargeable gains’) 
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The amount of VAT a business pays or claims back from HMRC is 
usually the difference between the VAT charged by the business 
to customers and the VAT the business pays on their own 
purchases.

With the Flat Rate Scheme: 

• You pay a fixed rate of VAT to HMRC
• You keep the difference between what you   
 charge your customers and pay to HMRC
• You can’t reclaim the VAT on your purchases -   
 except for certain capital assets over £2,000

To join the scheme your VAT turnover must be £150,000 or less 
(excluding VAT), and you must apply to HMRC.

From 1 April 2017 there will be some changes to the VAT Flat 
Rate Scheme. A new category has been introduced for ‘low 
cost traders’. A low cost trader is defined as a business whose 
expenditure on goods (not services) is less than 2% of its gross 
turnover. This cannot include purchases of: 

• Capital goods (eg. new equipment used in a business)
• Food and drink (eg. employee lunches)
• Vehicles or parts for vehicles (unless running a vehicle  
 hiring business)

If a business spends more than 2% of its turnover, it’s still classified 
as a low cost trader if the amount spent on goods is less than 
£1,000 per year. 

VAT Flat Rate 
Scheme

Changes to the  
Flat Rate Scheme

http://www.accountingweb.co.uk/tax/business-tax/vat-flat-rate-scheme-advantages-restricted
http://www.accountingweb.co.uk/tax/business-tax/vat-flat-rate-scheme-advantages-restricted
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Changes to the  
Flat Rate Scheme
Continued

Businesses who are trading under the VAT threshold of £83,000 may find 
it more economical to de-register for VAT from 1 April 2017. Those trading 
over that threshold may want to withdraw from the Flat Rate Scheme 
from the same date. Seek advice from your accountant on how best to 
navigate these changes for your business. 

If you decide to leave the Flat Rate Scheme then you need to write to 
HMRC to inform them of your leaving date. HMRC will write back and 
confirm your leaving date. You’ll also need to bear in mind the following:

• If you’re currently using the Flat Rate Scheme and get paid before  
 1 April for work you are doing to do after 31 March, then HMRC  
 says you have to account for this as if you were paid afterwards.  
 In other words, you cannot push forward invoices for work that’s  
 going to be completed after the deadline in order to benefit from  
 the Flat Rate Scheme after 1 April.  

• Similarly, if you’re receiving a payment for a job that is ongoing   
 after 1 April, you’ll have to allocate part of this payment to the Flat  
 Rate Scheme and the remaining part will need to be accounted  
 for under the new rules. 

MAKE MONEY
WORK FOR
YOUR 
BUSINESS.
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Six key tax challenges 
for smaller businesses. 

Keeping on top of your paperwork is essential to ensure your tax 
liabilities are in check. Most problems with VAT can be avoided by 
ensuring you file your paperwork correctly – which means issuing 
VAT invoices and keeping them from suppliers, maintaining proper 
VAT records and dealing with your returns on time.

Paperwork: 

Use the right  
scheme:  

Save the date:   

Dealing with bigger 
businesses:   

It’s essential to make sure you’re using the appropriate VAT 
accounting scheme for your business. The Flat Rate scheme could 
make your life easier if your estimated taxable turnover in the next 
year is no more than £150,000. However, you may wish to consider 
an alternative scheme if, for example, you are a retailer who sells 
some goods or services that are exempt from VAT. 

There are also VAT margin schemes for businesses that deal in 
second hand goods and art, as well as a special tour operator’s 
scheme. If you’re unsure, it’s a good idea to seek advice from a 
qualified professional to see which accounting scheme would 
work best for you.

Keeping thorough records and setting reminders for yourself of 
when tax bills are likely to be due is crucial. You can now spread 
the cost of your tax bill with an White Oak UK tax loan – see the 
‘How we help’ section below for more details.

Some large corporations or financial institutions demand that 
suppliers who work for them are VAT registered, so even if you 
fall below the threshold for VAT registration, you may still need 
to do it in order to secure a contract. It’s worth checking this 
before you agree a contract with a client to ensure that this is 
financially viable for your company. Also, if you believe the size 
of the contract will grow to exceed the VAT threshold during the 
year, it’s usually better to register up front than not, as registering 
part way through a year can make your accounting a lot more 
complicated in the long run. 
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Red tape:    

Exporting:  

Tax legislation changes regularly, so as a business owner it is 
essential that you stay up to date with this to ensure you are 
paying the correct amount. In some cases there might be 
advantages for small businesses, so keeping abreast of the latest 
developments will mean that your business won’t miss out if there 
are any tax advantages to be had. 

If your business exports goods or services, this will affect your VAT 
liability. Sales of goods and services to international customers may 
lead to obligations to register for and account for VAT in those 
countries or you may not be able to charge for it. For example, 
those exporting to China cannot charge VAT for online sales there. 
You must fill out a customs declaration when you ship products 
and keep proof of export.

Graham’s Cartons

Merseyside-based company Graham’s Cartons has been 
manufacturing quality packaging supplies for over 52 years, 
with clients all over the UK. As an ever-expanding enterprise, 
cash flow is the key issue for the business, affecting its ability 
to meet demand whist investing in infrastructure to allow it 
to develop and grow for the future.

To help alleviate the strain, the company applied for a small 
business loan with White Oak UK to allow it to spread the 
cost of paying its tax bills over a term of 12 months, freeing 
up cash for the business to invest for the future.

“As a result of improving our cash flow, we have been 
able to invest in better machinery and new vehicles, which 
has increased our output,” said Colin Graham, managing 
director of Graham’s Cartons.

“We’ve also been able to invest increasing our workforce, 
which has enabled us to meet the heavy demand of our 
industry, turning around orders in a matter of days”.

The extra capacity afforded to the business by addressing 
their cash flow issues has also enabled them to take on a 
higher calibre of client. Most notably, they’ve added a large 
North West football club to their client list – a fantastic score 
for a company striving to stay at the top of its league. 

“We’ve also been 
able to invest 
increasing our 
workforce, which 
has enabled us to 
meet the heavy 
demand of our 
industry, turning 
around orders in a 
matter of days”.
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64% 

KEY DATA
2.5million

286,729 

WE’VE BUSINESSES

THEIR TAX

BILL
TO FINANCEASSISTED

9,000

OVER...

14% of sole 
proprietorships 

new VAT registrations 
in the UK in 2016.  

£119m  
total VAT receipts  
for the UK in 2016.   

and 53%of partnerships
are registered for VAT or PAYE. 

64% of companies were liable for less than £10,000 in corporation tax 
– the majority of those paying were small businesses 
– only accounting for around 6% of the total amount 
of money collected.  

businesses are 
currently registered  

for VAT.

Income Tax
6385

VAT Tax
1758

Corp Tax
£100m

Corp Tax
1484

Income Tax
£540m

VAT Tax
£395m

£44.4bn in corporation tax was paid by UK businesses in 
2015-16 - an increase of 3% on the previous year. 

30 YEARS IN BUSINESS AWARDS
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Tax bills can fall at the most inopportune of times and planning for this 
costly expense can place an unwelcome strain on your cash flow. Whether 
you are looking to fund Income, Corporation Tax or VAT, an White Oak UK 
Tax loan can help you to regain control of your cash flow by streamlining 
the process, giving you the opportunity to spread the cost of your tax 
demands. It’s quick and easy to arrange, helping you to spread the cost of 
your tax bill over a 6, 10 or 12-month term.

Benefits include: 

We’ve assisted over 9,000 businesses to finance their tax bills.
Our internal systems and supplier platforms enable our processing to be 
incredibly efficient. If all parties are fully aligned, it is possible to complete a 
full transaction from proposal to signed documents and payout within one 
working day.

Need some help covering the cost of your tax liability? Find out more about 
White Oak UK’s short-term business loans:  
whiteoakuk.com/business-loan-options

• No initial large outlay
• You can choose to pay in instalments rather than as a  
 one-off payment
• Ability to invest in other areas of the business such as:

• Equipment

• Refurbishment

• Expansion

• Recruitment
• Options to pay monthly or quarterly
• Loan in as little as 24 hours
• Rapid payment release
• A dedicated Account Manager
• E-sign loan documents 
 

How we can 
help spread 
the cost  
of your tax bill.

See whats possible  
on the flipside.

http:// www.ldf.co.uk/business-loan-options
http:// www.ldf.co.uk/business-loan-options
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We’re very proud of our 4.9 star rating, reflecting our 

commitment to service and customer satisfaction.

www.whiteoakuk.com

White Oak UK is a trading style of LDF Operations Limited (Reg No: 02029122), LDF Finance No.1 Limited (Reg No: 04893877), LDF Finance No.2 Limited (Reg No: 08822802) and 

LDF Finance No.3 Limited (Reg No: 08822799), incorporated in England & Wales and having Registered Office at Dee House, St David’s Park, Ewloe, Flintshire, CH5 3XF. LDF 

Ops Limited (Reg No: SC198910), incorporated in Scotland and having its Registered Office at 22 Dunlop Street, Stewarton, East Ayrshire, KA3 5AT. Authorised and regulated 

by the Financial Conduct Authority for credit-related regulated activities (including hiring).


