Rashid&Co
COMPANY TAX SAVING

OPPORTUNITIES

for limited companies



ABOUT US

Rashid & Co was established
in 2021 and today, we continue
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excellent advice and first-class
service to our business and
personal clients alike.

We have many clients in the local community and service businesses,
small and large, across many sectors including nursery schools, beauty
salons, hospitality industry, financial services, real estate and retailers.

As well as accountancy and tax skills, our principal has individual
specialisms which enable us to provide clients with a first class tailored
service.

With our wealth of experience, we pride ourselves on delivering an
unparalleled service to all clients, whatever their size or sector.

In addition to traditional accounting and tax services we also provide
advice on how to improve and develop your business. Whether you
need an integrated business strategy, access to corporate finance or
specialist tax advice we are here to help you achieve your goals.



INTRODUCTION

Tax saving opportunities often need to be considered prior to the year end of the company or prior to
the tax year end of the individuals who are shareholders or directors of the company.

Due to the ever changing tax legislation and commercial factors affecting your company, it is advisable
to carry out an annual review of your company's tax position.

Pre-year end tax planning is important as the current year's results can normally be predicted with
some accuracy and time still exists to carry out any appropriate action.

Every year, thousands of UK company directors pay more tax than they need to, not because they're
doing anything wrong, but simply because they don't know what they're entitled to.

Tax legislation is complex, and it changes. What qualified for relief last year may have shifted this year,
and new opportunities may have opened up that you haven't yet considered. Without the right
knowledge, or the right advisers, money that could stay in your business quietly disappears to HMRC.

That's exactly why we've put this guide together.

Company Tax Saving Opportunities is a practical, no-jargon resource designed to help UK company
directors and business owners understand the legitimate ways to reduce their tax burden and keep
more of what they earn. Inside, you'll find clear guidance on some of the most valuable reliefs and
strategies available, including:

. Advancing expenditure and timing your spending for maximum impact

. Capital allowances, full expensing, and first year allowances, making the most of your asset
investments

. Trading losses and how to use them strategically

. Extracting profits tax-efficiently through dividends, director loans, and shareholder planning

. Rates of tax, Self Assessment, and capital gains, knowing your numbers

. Planning disposals and purchasing new assets with tax efficiency in mind

Whether you're running an established business or scaling a growing company, the strategies in this
guide could make a meaningful difference to your bottom line.

Tax planning isn't about loopholes, it's about making informed decisions. Let's make sure you're

making the right ones.

In this guide we outline. some of the areas where advance planning may produce tax savings.

The information contained in this guide is provided for general informational purposes only and does not constitute financial, tax, or legal
advice. While every effort has been made to ensure the accuracy of the content at the time of publication, tax legislation is subject to
change and individual circumstances vary significantly.




CORPORATION
TAX

ADVANCING EXPENDITURE

Expenditure incurred before the company's accounts year end may reduce the current year's tax
liability.

In situations where expenditure is planned for early in the next accounting year, the decision to bring
forward this expenditure by just a few weeks can advance the related tax relief by a full 12 months.

Examples of the type of expenditure to consider bringing forward include:

. building repairs and redecorating
. advertising and marketing campaigns
. redundancy and closure costs

Note that payments into company pension schemes are only allowable for tax purposes when the
payments are actually made as opposed to when they are charged in the company's accounts.

Consider whether any additional remuneration/bonuses should be voted to directors in respect of the
current accounting period (these can be paid up to nine months after the year end although the PAYE
and National Insurance may need to be paid sooner than that).

In addition, relief for qualifying charitable donations is available in the accounting period in which they
are paid so consider bringing forward payment of donations to obtain the tax relief sooner.




CAPITAL ALLOWANCES

Consideration should also be given to the timing of capital expenditure on which capital allowances
are available to obtain optimum reliefs.

Single companies irrespective of size are able to claim an Annual Investment Allowance (AlA) which
provides 100% relief on expenditure on plant and machinery (excluding cars) up to a limit of £1 million
per annum.

Groups of companies have to share the AlA. Expenditure on plant and machinery in excess of the AIA
is generally eligible for writing down allowance (WDA) at the main rate of 14% (18% prior to 1 April
2026), or at the special rate of 6% for capital expenditure on integral features.

Limited allowances are also available for qualifying expenditure on business-related buildings and
structures.

FULL EXPENSING

Companies investing in qualifying new and unused plant and machinery can benefit from first year
capital allowances.

Under this measure, a company will be allowed to claim:
. Afirst year allowance of 100% on most new and unused plant and machinery expenditure that
ordinarily qualifies for main rate writing down allowances (Full Expensing).
. A first year allowance of 50% on most new and unused plant and machinery expenditure that

ordinarily qualifies for 6% special rate writing down allowances.

The relief specifically excludes expenditure on cars, and most plant and machinery for leasing. The
relief is only available for companies and not for unincorporated businesses.

FIRST YEAR ALLOWANCE

For expenditure incurred on or after 1 January 2026, there is a 40% first year allowance on main rate
pool assets, including most expenditure on assets for leasing. Cars, second-hand assets and assets
for leasing overseas are not eligible. This will be predominantly useful for companies purchasing
assets for leasing who have exceeded the AlA.




TRADING LOSSES

Companies incurring trading losses generally have three main options to consider in utilising these
losses:

. they can be set against any other income (for example bank interest) or capital gains arising in the
current year

. they can be carried back for up to one year and set against total profits

. they can be carried forward and set against profits arising from different types of income in future
years.

The use of a company's or group's carried forward trading losses is restricted to an allowance of up to
£5 million, plus 50% of remaining profits after deduction of the allowance.

For those companies within a group, current period trading losses can also be surrendered as group
relief to reduce taxable profits in other group companies with corresponding accounting periods. For
losses arising after 1 April 2017, companies can claim group relief for losses that have been carried
forward, subject to the restriction noted above.

EXTRACTING PROFITS

Directors/shareholders of family companies may wish to consider extracting profits in the form of
dividends rather than as increased salaries or bonus payments.

This can lead to substantial savings in National Insurance contributions (NICs).

Note however that company profits extracted as a dividend remain chargeable to corporation tax.

DIVIDENDS

From the company's point of view, timing of payment is not critical, but from the individual
shareholder's perspective, timing can be an important issue. A dividend payment in excess of the
Dividend Allowance which is delayed until after the tax year ending on 5 April may give the
shareholder an extra year to pay any further tax due. The Dividend Allowance is £500 for 2026/2027.

The deferral of tax liabilities on the shareholder will be dependent on a number of factors. Please
contact us for detailed advice.



https://www.rashidandco.co.uk/contact-us

LOANS TO DIRECTORS & SHAREHOLDERS

If a 'close' company (broadly, one controlled by its directors or by five or fewer participators) makes a
loan to a participator, this can give rise to a tax liability for the company. (A participator is any person
having a share or interest in the capital or income of the company.)

If the loan is not settled within nine months and a day of the end of the accounting period, the
company is required to make a payment to HMRC equal to 35.75% of the loan advanced (33.75% for
loans advanced from 6 April 2022 to 5 April 2026). The money is not repaid to the company until nine
months and a day after the end of the accounting period in which the loan is repaid.

A loan to a participator who is also a director or an employee may also give rise to a tax liability on the
individual on the benefit of a loan provided at less than the market rate of interest.

RATES OF TAX

The main rate of corporation tax is 25% for companies with profits over £250,000. Companies with
profits of £50,000 or less pay corporation tax at 19%. Companies with profits between £50,000 and
£250,000 pay tax at the main rate reduced by a marginal relief, providing a gradual increase in the
effective corporation tax rate.

SELF ASSESSMENT

Under the self assessment regime most companies must pay their tax liabilities nine months and one
day after the year end.

In general, companies which have profits in excess of £1.5m have to pay tax in instalments. This limit
is reduced if the company is a member of a group. If you require any further information on instalment
payments, we have a factsheet which summarises the system.

Corporation tax returns must be submitted within twelve months of the accounting period end and are
required to be submitted electronically. In cases of delay or inaccuracies, interest and penalties will be
charged.




APITAL GAINS

Companies are chargeable to corporation tax on their capital gains less allowable capital losses.
Brought forward capital losses can be offset against capital gains, but relief is subject to the same
restrictions as those for brought forward trading losses.

PLANNING OF DISPOSALS

Consideration should be given to the timing of any chargeable disposals to minimise the tax liability.
This could be achieved (depending on the circumstances) by accelerating or delaying disposals and
the availability of losses and other reliefs.

PURCHASE OF NEW ASSETS

It may be possible to defer a capital gain if the sale
proceeds are reinvested in a new, qualifying
replacement asset. This is called 'Rollover Relief'
and allows the company to defer being taxed on the
gain on disposal of the original asset until the new
asset is sold.

There are conditions to the relief, including that the
replacement asset must be acquired in the four
year period beginning one year before the disposal.




THANK YOU

We hope you've found this guide useful. If you'd like support with

your business finances then we’d love to have a chat with you.

Get in touch using the below details.

SCAN THE QR CODE FOR
A CALL BACK OR

EMAIL:
INFO@RASHIDANDCO.CO.UK

HOW WE CAN HELP

Whilst this guide has been put together with as much information as possible. There
may be aspects of your specific circumstances that it doesn’t quite cover. It's always
best to seek professional advice when it comes to all areas of Tax Advice.

If you have any questions after reading this guide please contact us at Rashid & Co to
find out more about our services.


https://www.rashidandco.co.uk/contact-us
mailto:info@rashidandco.co.uk
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