










Examples of �rst year trading

Example 1: 
George began to trade on 5 May 2018. His first 
Self-Assessment return will be due for the period to 5 April 
2019.

No payments on account will be due on 31 July 2018, 31 
January 2019 or 31 July 2019 since there is no previous years 
liability to reference these to. All the liability will be due on 
31 January 2020 along with the first payment on account for 
2019/20 set by reference to the liability for 2018/19. 

Example 2: 
Emma’s income tax liability for 2017/18, after amounts 
deducted at source, is £8,000. This is her first
year of trading. Her liability for the following year, 2018/19 is 
£10,500. 

Date Details Amount

31.01.2019

31.01.2019

31.07.2019

31.01.2020

31.01.2020

Tax payment for 2017/18

First installment (50% of 
2018/19 liability)

Second installment (50% of 
2018/19 liability)

Final payment (2018/19 
liability less sums already 

paid)
First installment (50% of 

2019/20 liability)

£8,000

£4,000

£4,000

£2,500

£5,250

Interest and surcharges

Interest will be charged on any tax paid late. There will also 
be interest added by HMRC when tax overpaid is refunded.
iIn addition there will be a 5% surcharge on any tax still 
outstanding on 28 February following the year of 
assessment, increasing to 10% if still unpaid at 31 July.

Nil payments on account
Where there is only a small amount of income tax due, after 
tax deducted at source has been accounted for the two 
payments on account will be set at nil. This applies if income 
tax due for the preceding year, net of tax deducted at source, 

 is less than £1,000 in total or if more than 80% of your
income tax liability for the preceding year was deducted at 
source.

Claim to reduce payments on account

If you believe your current year’s tax liability will be lower 
than the previous year’s a claim can be made to reduce the 
payment on account. You should talk to your accountant if 
you are considering this.

Corrections and enquiries

HMRC may correct a self-assessment within nine months of 
the return being filed in order to correct any obvious errors 
or mistakes in the return. You may also amend your return 
within 12 months of the filing date. 

HMRC may enquire into your return by giving you written 
notice. In most cases the time limit for this is 12 months 
following the filing date.

HMRC cannot query an entry on the return without opening 
an enquiry. The main purpose of the enquiry is to identify 
errors, not all enquiries will determine that a return is 
incorrect.

Capital Gains Tax 

Capital Gains tax is a tax on the increase in value of assets 
over the period of time in which you own them. Assets can 
include investments, antiques, second homes and the shares 
in your company. The tax is due when you dispose of them, 
when selling or giving them away. There is an annual 
personal allowance against Capital Gains Tax, currently 
£12,000 (2019/20). It’s also worth noting you don’t normally 
pay tax on gifts to your husband, wife, civil partner or 
charities, and you do not pay Capital Gains Tax on NISAs, ISAs 
or PEPs, Premium Bonds or when you win money on betting, 
lottery or pools.

The rate of taxation you pay is based on your total personal 
income. If you are a basic rate taxpayer you will pay 18% on 
gains above the exempt amount and for higher rate tax 
payers it’s 28%.

If the value of the gain is below £25,000 then HMRC do not 
need to approve it, and it can be simply reported on a 
self-assessment and Capital Gains tax rules applied.
If the gain is in excess of £25,000 a liquidator will need to 
handle the closure before reporting the gain on a 
self-assessment.

You may also qualify for Entrepreneurs’ Relief when disposing 
of your limited company. You can claim this relief if you 
control at least 5% of a company whose shares or assets you 
are selling, but you’ll need to have owned the business for at 
least one year. This will reduce your Capital Gains Tax rate to 



Common examples of Capital Gains Tax applying are:

On personal assets and possessions - if you make a 
gain when you sell a personal possession for £6,000 or 
more e.g. jewelry or an antique, you may need to pay 
Capital Gains tax. There are special rules for items with a 
predicted life of 50 years or less, known as ‘wasting 
assets.’ These are free from capital gains tax so you may 
not be taxed on the sale of such items as vintage cars, 
pleasure boats, caravans and even some antiques.

On property –whilst Capital Gains Tax is normally not 
payable on gains you make on the sale of your only or 
main home, because these qualify for private residence 
relief (PRR) there are taxable gains if you develop your 
home, for example by converting your garage into flats 
or if you sell a second property that is not your main 
residence.

If you have ever been a landlord and let part or all of 
your entire house, upon sale, the gain which relates to 
letting could be taxable. However, provided the house 
has been your main home at some time you can claim 
relief for the time it was your main residence.

When closing a company – on a company closure the 
assets pass to the shareholder which means the assests 
have now been passed to you, so you will need to 
consider the Capital Gains Tax position. 

If the value of the gain is below £25,000 then HMRC do 
not need to approve it, and it can be simply reported on 
a self-assessment and Capital Gains tax rules applied.
If the gain is in excess of £25,000 a liquidator will need 
to handle the closure before reporting the gain on a 
self-assessment.

You may also qualify for Entrepreneurs’ Relief when 
disposing of your limited company. You can claim this 
relief if you control at least 5% of a company whose 
shares or assets you are selling, but you’ll need to have 
owned the business for at least one year. This will 
reduce your Capital Gains Tax rate to 10%. We’d 
recommend you speak to a specalist liquidator, who will 
be able to help you close your company in the most tax 
efficient way possible. 

•

•

•

Inheritance Tax 

Inheritance Tax is paid on an estate when somebody dies, if 
the value of the estate is over £325,000 (2019/20). The estate 
is valued by comparing the assets and liabilities of the 
individual. An estate can also include a share of jointly 
owned property and assets held in trust. If you pass your 
main home to your children or grandchildren, you will get an 
extended allowance against Inheritance tax. This will be; 

£150,000 in 2019 to 2020
£175,000 in 2020 to 2021

•
•

Tax is payable at 40% on the value of the estate over the 
allowable threshold. Inheritance tax can also be payable on 
lifetime transfers. If assets are gifted during the donor’s
life time and they are not deemed exempt, Inheritance tax 
will apply if the donor dies within 7 years of the transfer. The 
rate of tax paid reduces as the seven year time limit expires.

Some lifetime gifts can be given exempt of Inheritance Tax, 
for example:

Spouse or civil partner exemption. Your estate usually 
doesn’t owe Inheritance Tax on anything you leave to a 
spouse or civil partner who has their permanent home 
in the UK - nor on gifts do you make to them in your 
lifetime - even if the amount is over the threshold.

Charity exemption. Any gifts you make to a ‘qualifying’ 
charity - during your lifetime or in your will - will be 
exempt from Inheritance Tax. A donation to charity in 
your will may also reduce the rate that tax is paid at.

Annual exemption. You can give up to £3,000 away 
each year, either as a single gift or as several gifts 
adding up to that amount - you can also use your 
unused allowance from the previous year but you use 
the current year’s allowance first

Small gift exemption. You can make small gifts of up 
to £250 to as many individuals as you like tax-free.

•

•

•

•
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Wedding and civil partnership gifts. Gifts to someone 
getting married or registering a civil partnership are 
exempt up to a certain amount.

Business, Woodland, Heritage and Farm Relief. If the 
deceased owned a business, farm, woodland or 
National Heritage property, some relief from 

•

•

Inheritance Tax may be available. In most cases, you must 
pay Inheritance Tax within six months of the end of the 
month in which the deceased died. After this, interest will be 
charged on the amount outstanding. You can pay in yearly 
instalments over 10 hyears if the value of the estate is tied up 
in property such as a house.  


