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Essential tax compliance for limited companies

Managing a limited company requires meticulous attention to regulatory obligations, particularly
with regard to tax and accounting. Financial compliance is punctuated by a series of key deadlines
and potential penalties for non-compliance, demanding a proactive and informed approach from
company directors.

This guide delves into the intricacies of these obligations, offering a comprehensive overview to
help ensure your company remains in good standing.

Initial setup

Filing the first accounts with Companies House

The journey of compliance begins shortly after the incorporation of your company. Your first
significant deadline is the submission of your initial set of accounts to Companies House, due 21
months from the date of registration.

This extended deadline for the first submission recognises the challenges new businesses face in
establishing their operations and sets the stage for regular annual reporting thereafter.

Annual obligations

Annual accounts submission

After the initial submission, your company is required to file annual accounts within nine months
following the end of its financial year. These accounts must provide a transparent overview of the
company’s financial performance and position, encompassing elements such as the profit and loss
statement, balance sheet, director’s report and, depending on the company’s size, an auditor's
report.

This documentation ensures stakeholders, including shareholders, creditors and regulatory
bodies, have access to accurate information about the company’s financial health.

Corporation tax obligations

Parallel to filing annual accounts is the obligation to address corporation tax. Companies must
calculate and pay this tax nine months and one day after the conclusion of their financial year.
Importantly, this responsibility includes informing HMRC if the company believes it is not liable for
any corporation tax, thus avoiding penalties for presumed non-payment.

Company tax return
A critical component of tax compliance is the filing of the company tax return with HMRC, which is
due 12 months after the end of the accounting period for corporation tax.

This return is comprehensive, detailing the company’s tax liability based on its annual financial
report and calculations. It's a fundamental process for declaring tax obligations to HMRC and
requires precision and thoroughness.
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Understanding penalties for non-compliance

Penalties for late filing
The consequences of missing filing deadlines are significant and tiered based on the delay.

For corporation tax, the following applies:

* 1 day late: £100

* 3 months: Another £100

* 6 months: HMRC will estimate your Corporation Tax bill and add a penalty of 10% the unpaid
tax

* 12 months: Another 10% of any unpaid tax

For statutory accounts with Companies House, the following applies:

* Not more than 1 month: £150 for a private company or LLP (£750 for a public company)

* More than 1 month but not more than 3 months: £375 for a private company or LLP (£1,500
for a public company)

* More than 3 months but not more than 6 months: £750 for a private company or LLP (£3,000
for a public company)

* More than 6 months: £1,500 for a private company or LLP (£7,500 for a public company)

Penalties for late payment

Late payments of taxes incur interest charges at a rate of 7.75%. This applies to various taxes,
including corporation tax and income tax, and underscores HMRC'’s stringent approach to tax
collection.

Failing to make tax payments can lead to severe consequences, ranging from intervention by debt
collection agencies to the potential liquidation of the company, illustrating the critical nature of
timely tax payments.

Importantly, all companies, including dormant and non-trading entities, are required to submit a
confirmation statement at least once a year. This ensures the accuracy of the information HMRC
have on record for your company.

Although there is no penalty for late filing, it is mandatory to submit a confirmation statement even
if there have been no changes to your company during the review period.

Additionally, you must declare that the planned future activities of the company are lawful. This
requirement is applicable to all confirmation statements dated 5 March 2024 or later.

Strategies to avoid penalties
Avoiding penalties and ensuring compliance is not just about adhering to deadlines; it involves
strategic planning and best practices, including the following.

Accurate record-keeping

Maintaining detailed and accurate financial records is more than a procedural task — it is the
backbone of fiscal responsibility and regulatory compliance for any entity. This record-keeping
ensures that financial statements and tax returns are prepared with precision, minimising the risk
of inaccuracies that could potentially result in penalties or audits.
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Furthermore, such diligence in financial documentation offers invaluable insights into your financial
health, enabling informed decision-making. It also simplifies the process of identifying and
rectifying discrepancies early, ensuring compliance with relevant tax laws and financial
regulations. This proactive approach safeguards against non-compliance and facilitates strategic
financial planning and management.

Proactive financial planning

Setting aside funds for tax liabilities as they accrue throughout the financial year is a prudent
financial strategy that ensures preparedness when tax obligations become due. This methodical
approach eliminates the last-minute rush to gather sufficient funds for tax payments, thereby
reducing stress and the risk of incurring penalties for late payments.

Additionally, by allocating funds for taxes in advance, individuals and businesses can improve their
cashflow management, allowing for a more stable financial outlook.

This foresight not only guarantees timely compliance with tax laws but also enhances financial
planning, as it provides a clearer picture of the entity’s available resources for investment and
operational expenses.

Leveraging technology

The Making Tax Digital (MTD) initiative by HMRC represents a transformative approach to tax
filing, mandating a digital-first methodology. The adoption of digital accounting software under this
initiative significantly streamlines the tax-filing process, leveraging technology to ensure accuracy,
efficiency and compliance.

For instance, software solutions such as QuickBooks, Xero and Sage are designed to integrate
seamlessly with HMRC'’s systems, automating the submission of VAT and PAYE returns directly
from the software.

These options not only reduce the manual effort involved in tax preparation but also minimise the
risk of errors that can occur with traditional paper-based methods. Moreover, these digital tools
offer real-time visibility into financial data, enabling businesses to maintain up-to-date records and
make informed financial decisions.

The shift towards digital accounting facilitated by MTD helps businesses adhere to regulatory
requirements while enhancing their operational efficiency and financial transparency.

Addressing penalties

When companies face penalties for late tax filings or payments, the option to appeal provides a
recourse if they can present a valid reason for the delay, such as severe illness or unexpected
technical disruptions.

This appeal process, however, is stringent and demands comprehensive documentation as
evidence to support the claim of a reasonable excuse. It necessitates a detailed explanation of
how the specific circumstances impacted the company’s ability to comply on time.

Successful appeals hinge on the ability to conclusively demonstrate that the company took all
reasonable steps to meet its tax obligations, despite the challenges faced.

BWM, Suite 5.1, Tempest, 12 Tithebarn Street, Liverpool, L2 2DT
www.bwm.co.uk  t 0151 236 1494 3


https://quickbooks.intuit.com/uk/
https://www.xero.com/uk/
https://www.sage.com/en-gb/

BWM

CHARTERED
ACCOUNTANTS

l Client Resource I

Staying compliant with diligence

The path to compliance for limited companies is marked by a series of statutory obligations and
deadlines, designed to ensure transparency, accountability and the equitable collection of taxes.
Understanding and adhering to these obligations is not merely a legal requirement but a testament
to the company’s commitment to financial integrity and stability.

Get help

Regular consultations with an accountant are often an indispensable strategy for maintaining
compliance. Seeking professional help not only facilitates adherence to statutory deadlines but
can also enhance your operational efficiency and financial health.

Managing tax obligations and complying with filing deadlines are foundational to the successful
operation of a limited company. By embracing a proactive and informed approach to these
responsibilities, and seeking help from an expert, you can manage the complexities of financial
regulation, ensuring your company not only avoids penalties but also thrives.

Get in touch to discuss your company’s tax planning.

FOR GENERAL INFORMATION ONLY

Please note that this guide is not intended to give specific technical advice and it should not be construed
as doing so. It is designed to alert clients to some of the issues. It is not intended to give exhaustive
coverage of the topic.

Professional advice should always be sought before action is either taken or refrained from as a result of
information contained herein.

About Us
Professional, Personal, Affordable.

We are one of the leading, independent chartered accountancy practices in Liverpool. At BWM we provide
a wide range of accountancy and business support services to organisations and individuals throughout the
North of England and beyond. Our experienced and skilled partners and their teams are ready to support
you with high quality, individual yet affordable services however complex your personal or business needs.

For more details of how we can help you transform your business, please visit www.bwm.co.uk or call us on
0151 236 1494.
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