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FINANCE SECRETs FOR
START-UP SUCcESS
INTRODUCTION
As an entrepreneur, financial planning isn’t necessarily your strong suit. Most people
start a business because they have an idea that keeps them awake at night, or simply
to live a life on their own terms. Whatever the reason, wrestling with numbers and
spreadsheets isn’t usually part of the dream.
We created this guide to try and demystify the world of financial planning, and arm you with
the tools you need to stay on top of your numbers. We hope this will be a resource you can
refer back to as you build your business, and one that will help you to make smarter, more
informed decisions. Happy planning!

Steph Welstead
Author
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1

Jargon buster

Kicking things off, we break down some common terms you neeD
to understand to get to grips with financial planning
When you’re starting a business, particularly if you’re making the leap from employee
(where you just do your own job) to entrepreneur (where you do EVERY job), it can all
feel a bit overwhelming.
And unless you come from a finance background, getting to grips with the financial side of
things can feel daunting to say the least. So what better way to kick things off than with a
‘jargon buster’, a handy resource you can refer back to again and again.

		Turnover

		Net profit

Also known as revenue, this refers to the total
income your business generates before any
costs are deducted. A large turnover does not
necessarily mean a business is profitable.

Your final profit figure (before tax), once you
factor in all your costs (including overheads).
In other words: total income – total costs.

		Gross profit
Your gross profit is the amount of profit you’re
left with after deducting only the “costs of sales”
(costs directly involved with making money) – e.g.
materials, manufacturing, etc. It doesn’t factor in
costs related to running the business, like utilities
and rent. These are your overheads.
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		Balance sheet
A statement which details what a company owns
(assets) and owes (liabilities), as well as the
amount invested by shareholders (shareholders’
equity), at a specific point in time. It’s a tool used
to help determine the financial position of a
company at any one time, as well as showing how
a company is funded and what it has done with
that funding.

		Break-even point
The point at which your business is producing
enough revenue each month to cover all your
fixed and variable costs. Once you reach this point,
you’ve “broken even” – any additional income
generated each month is profit.

		Cashflow
The flow of cash in and out of your business. You
complete a cashflow forecast to record the money
coming in and out of your business each month,
to see how that affects your bank balance and to
make sure you have enough money to pay all your
bills and salaries.

		Depreciation
The diminishing value of a fixed asset over the
period of its ‘useful life’, e.g. a new laptop that
needs to be replaced after three years. This is to
spread the net cost over that period against the
revenue your company generates, which helps
you to calculate your true profit or loss in a given
month or year.

5 12 Finance secrets for start-up success

Profit and loss

		
Also called an ‘income statement’, this shows a
business’ profitability over a specific period, by
recording all the income and outgoings. It’s a
good idea to do a profit and loss (P&L) forecast
to predict your business’ profits, as well as regular
P&L statements to record your actual figures.

		Dividend
The money distributed to you (and other
shareholders) from your company’s net profits.
These payments need to be approved by
shareholders and can be structured in two ways:
a one-off payment, or ongoing cashflow to you
and your shareholders.

		Equity
The amount you own in a business, after any
debts or liabilities owed. You can sell equity to
investors to raise finance, in the form of shares,
based on an agreed valuation of what your
business (total equity) is worth. If an investor
buys 10 shares out of a total of 100, they own
a 10% stake in your business.
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Creating a
winning budget

Your budget is an essential tool for estimating your income
and expenses over a set time period
Budgets are usually worked out for a year and then broken down on a month-by-month
basis. This enables you to see clearly how much money you need to bring in each
month to cover your expenses (break-even) and turn a profit, and allocate resources
effectively.
For those looking to raise finance, your budget is one of the first documents lenders or
investors will want to see – it shows that you’re on top of your spending and (in the case
of lenders) that you’ve worked out how you’ll afford repayments.
But more importantly, your budget is a vital tool for you. A regularly updated budget
helps you stay on top of your cashflow, plan ahead with clear intentions and make better
spending decisions.
Here are a few tips on how to create a winning budget:

Analyse your expenses

Keep it simple

J ust the act of keeping track of your expenses can
be eye-opening, helping you see where you can
afford to make cutbacks and avoid over-spending.
So make sure you use your budget to regularly
question your expenses.

 he most important point to make a budget
T
effective is that it’s something that you actually
use! There’s no point in creating a detailed,
complicated document if it then just sits there
unopened. Your budget should be a living,
breathing document that helps you plan ahead
effectively and correct if necessary. Whether you
use accounting software (like QuickBooks) or
a simple spreadsheet, you need to find a system
that works for you.

Your budget is a useful tool for showing you not
just how much you’re spending, but how this
affects your income. For example, you might see
that a particular marketing channel isn’t having
the impact you’d expected and needs a rethink,
or that you’re spending a lot on software when
a free/freemium alternative might be just as
effective and more profitable.
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A budget is a useful tool for
showing you not just how much
you’re spending, but how this
affects your income.

“ Don’t be afraid to seek help when you
prepare your first-time budget, it’s too
important not to get right. You can then
update it yourself going forwards.”

Rich Preece, VP and Managing Director, Europe, Intuit
Update with actual numbers
A lot can happen in a year, especially in a start-up.
You’re learning and evolving as you go and one big
client win (or loss) can change things significantly.
So carve out time each month to refer back to
your budget and update it with actual figures.
This can help you spot any discrepancies and
make adjustments if necessary. This practice
will also help you create a more accurate budget
for the following year.

see how much income you’ll need to be generating
to enable you to do this. Once you know this, you
can then create a realistic plan for what you need
to do each week or month to get there.

Your budget should be a living,
breathing document that helps
you plan ahead effectively
and correct if necessary.

Set goals
 rucially, use your budget to help you plan ahead
C
and set goals for your business. For example, if
your goal is to bring someone else on board to
help you expand and take on more clients, you can
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Following the expression ‘that which gets
measured gets managed’ – staying on top of your
budgeting will help ensure you regularly keep your
business on track.

3

Staying on top 
of your cashflow

How to keep your business in good financial shape
Your business may look great on paper. You might have a growing roster of clients,
be forecasting a healthy profit and have all the hallmarks of a thriving business.
But if you’re not keeping up with invoicing, clients aren’t paying on time or a big
expense comes up that you haven’t planned for, your real-world bank account can
tell a different story.
Managing cashflow means making sure there’s enough money in the bank to cover
outgoings such as salaries, rent and bills, predicting your company’s financial health
and planning or investing accordingly.
One of the best ways to do this is with a cashflow statement – as per the example on the
next page. For now, here are six tips for staying on top of your cashflow…

Know your big outgoings
 hen doing your cashflow forecast, make sure
W
you factor in costs that fall outside of your
usual monthly expenses, such as your annual
tax bill, quarterly VAT return and any big one-off
payments. You can find a timeline of key HMRC
payment deadlines at the back of this book.

Invoice promptly
 ne of the most important ways to ensure healthy
O
cashflow is to stay on top of your invoicing, to
ensure a regular flow of money into your business.
You can check out our tips on how to invoice
effectively in Secret 5 of this guide.

Split big projects into chunks
I f you’re working on a project that’s going to
take a lot of time or resources, don’t be afraid to
propose a payment plan, perhaps with some of
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the money upfront or a number of instalments
tied to milestones being hit. This helps keep your
cashflow healthy, protects you if your client runs
into financial difficulties and enables you to focus
your energy on doing the work.

Explore multiple revenue streams
It’s not usually a good idea to put all your eggs
in one basket, and a business with one income
stream is more vulnerable to outside forces.
Is there a way to bring more stability to your
business? ‘Passive income’, where you can
automate the buying process (whether selling
digital products such as eBooks or e-courses, or
affiliate advertising on your blog), is a great way
to do this. It generally takes a lot of work upfront
to set up a successful passive income stream, but
once it’s up and running you’ll have an asset you
can sell again and again.

Have a safety buffer

Keep things lean

 ven the most careful planners can’t foresee
E
everything. Things happen. Clients run into
cashflow problems of their own; people get sick;
equipment breaks down. It’s always helpful to
have a safety buffer that you can dip into if and
when unexpected shortfalls crop up.

 ou can also stay more resilient to outside forces
Y
by keeping your business as lean as possible,
without cutting corners or holding your company
back, particularly when it comes to taking on
fixed costs. This might mean working from home
or a co-working space in the early days, or using
freelancers rather than full-time staff to scale your
business up and down as needed.

Your Cashflow
A cashflow statement will show your business’ cash
position over a certain period of time.
The statement should outline cashflow from operating
activities (receipts from customers less costs incurred
in the production, sale and delivery of your product or
service), investing activities (for instance, the purchase
or sales of an asset or loans made and received), and
financing activities (cash from investors or cash to
shareholders).
The final section should reconcile your net cashflow
in the period with your cash balances at the beginning
and end of the period.

9 12 Finance secrets for start-up success

4

Tax triumphs
and VAT victories

How to understand and stay on top of your responsibilities
to HM Revenue & Customs
As a business owner, you could end up with a fine, a tax inspection or even face legal
action if you fall foul of HMRC.
Your specific obligations will depend on many factors, such as your business structure,
industry and how you pay yourself, so it’s important to note this isn’t a comprehensive
guide on complying with the law.
Instead, think of it as a few handy pointers and some key things you need to be aware of.

Registering your business
While there’s some overlap, much of what you
need to do to stay compliant depends on the
structure of your business.
As a sole trader, you need to register as selfemployed with HMRC as soon as you can, but no
later than 5 October in the following tax year (if
you started trading on 21 August 2015, you’d need
to register by 5 October 2016 and complete your
first tax return for 2015/16 by 31 January 2017).
With a limited company, you need to incorporate
(register) your business at Companies House.
You’ll also need to register for corporation tax
with HMRC within three months of starting your
business.

yearly tax return and paying any tax due to HMRC
by the 31 January deadline.
As a limited company, you have a lot more ongoing
responsibilities. These include:
•	Filing your year-end accounts to Companies House
– due nine months after your financial year end
•	Filing your annual return to Companies House –
due on the anniversary of your incorporation (or
up to 28 days after this)
•	Filing your company tax return – due 12 months
after your financial year end
•	Paying any corporation tax – due nine months and
one day after your financial year end.
To make sure you’re meeting your responsibilities,
speak to an accountant.

Ongoing responsibilities

Paying tax

Sole trader businesses are the simplest type
of business to set up and run. Your main
responsibilities include keeping accurate records
of your income and expenses, completing your

Again, your tax liability will depend on the
structure of your business. As a sole trader, you
pay income tax on all your business’ profits, via
your yearly tax return.
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This bill will also include Class 2 and Class 4
National Insurance contributions, a student
loan repayment (if applicable), and potentially a
‘payment on account’ (advance payment) towards
the following year’s bill. That’s why it’s crucial to
put money aside for your tax as you go along.
As a limited company, you pay corporation tax on
your company’s profits at a rate of 20% on profits
up to £300,000, and 21% thereafter (2015/16 tax
year), via your company tax return.
For your personal income, you’ll either pay income
tax through your salary or dividends tax through
self-assessment (or both). Read more about this
in Secret 11.

Then, if you hire staff, you’ll also need to register
as a new employer with HMRC and pay tax and NI
to HMRC each month. Learn more in Secret 10.

VAT
Whichever structure you choose, you’ll need
to register for VAT once your turnover exceeds
£82,000 in a 12-month period (2015/16 tax year),
within 30 days of hitting the threshold.
And, as of 1 January 2015, new rules mean that if
you’re selling a “digital service” (such as eBooks
or e-courses) to customers in the EU, you have to
charge VAT based on the rate in the country where
your customer is based – regardless of whether
you’re trading over the UK VAT threshold or not.

CASE STUDy
Andy Logan, Vape Emporium
For us, one of the biggest learning curves with regards to VAT was ensuring that we didn’t
get stung by the quarterly VAT bill.
We’ve learnt to instantly syphon off 20% of all the revenue that we take, as we transfer it into
the bank. Ideally, this goes into another account, so we don’t have such easy access to it. This way,
when the quarterly VAT bill comes through, we know that we’ll have that cash aside to pay for it,
without any painful surprises! It also then means that if the VAT bill is less than the money we’ve
accumulated, we’ve got a nice chunk of cash to reinvest into the business every quarter.
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Easy steps tO
better invoicing

Effective invoicing is fundamental to a healthy business.
Here’s how to get it right
Invoicing. Let’s face it, it’s not the most exciting part of running a business. And when
you’re busy bringing in clients and doing the work, it’s one of those tasks that’s all too
easy to neglect.
But effective invoicing is fundamental to a healthy business. Get it right and you’ll improve
your cashflow, become more financially stable and free up time and energy to focus on
building your business.
Here are six steps to better invoicing, plus a handy checklist of what you need to include.

Agree terms upfront
 efore you start work on a project, particularly
B
with a new client, agree how and when you’re
going to be paid. Put these payment terms on your
invoice along with the specific due date. It’s also
helpful to clarify the invoicing process, including
the details of the person you’ll need to send your
invoice to.

Track your time
Once work begins, record the time you spend on
the project as you go, including the specific hours
and days worked, to make sure nothing gets left
off your invoice accidentally (it’s not always easy
to remember what you were working on two
weeks ago!). Even if you’re being paid on a perproject basis, keeping track of your time can still
help you assess the profitability of the job, and
whether this type of project is right for you.

Invoice promptly
One of the best ways to ensure healthy cashflow
is to invoice as soon as the work is done or you’ve
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hit a pre-agreed milestone. Get into the habit of
sending your invoice as soon as you finish the
work, or carve out time every week to send out
your invoices and chase up late payments.

Be specific
The bigger the company, the more scope there
is for processing delays, so aim to provide all
the info they could possibly need to get your
invoice signed off, processed and paid without
any queries. Our checklist will help with this, but
in particular, always ask for a purchase order or
reference number upfront, and if you’re given one
be sure to include it on your invoice.

Include bank and contact details
 ake it super easy for your clients to pay directly
M
into your bank account by putting your bank
details on your invoice. This also prevents your
client from having to come back to you for this
info if this is their preferred payment method
(which it often is these days). Also, be sure to
include both your phone number and email

address so you can be contacted straight away
if there are any queries.

Keep track of payments
Whether you use a simple spreadsheet or proper
accounting software, you need a system that
enables you to keep track of all the invoices you
send out, their due dates and when they’re paid.
That way you can easily see when payment is late.
If an invoice does fall overdue, get in touch with

your client as soon as possible. Be friendly but
firm. Delays can happen for all sorts of reasons,
and a polite phone call to the accounts contact is
often all that’s needed.
You can also avoid a whole heap of delays by
providing all the info your client will need first
time around. Below is a rundown of what you need
to include:

What to include in your invoice: a checklist
The word ‘invoice’

- The specific job or project you worked on

Your client’s full business name and address

- The number of days/hours and actual 
dates worked

Your full business name and address
Your contact details – email and phone number
A unique invoice number
An invoice date

- Your rate
- A clear breakdown of costs
An invoice total

Payment terms (e.g., 30 days from invoice date)
and due date

If you’re VAT registered, you also need
to include:

Your bank details

Your VAT registration number

The purchase order number or reference
number (if there is one)

The VAT amount – it’s best to list all three
amounts separately: net, VAT and gross

The name of your contact in the organisation

If you’re a limited company, you also
need to include:

A brief but specific description of the products
or services supplied, including:
- The exact nature of the work
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Your company registration number
Your registered office address

6
12 Financial tips to keep you in the “right 50%”
As a start-up, you don’t need us to tell you how hard it is for new businesses to thrive
in today’s climate. Couple this with a recent article in The Telegraph stating that 50%
of small companies fail in their first five years, and it can seem quite daunting out
there for entrepreneurs.
However, Intuit QuickBooks is here to help.

Why understanding is key
We believe that it’s important to give you the
information you need to prepare your start-up
for success. A way that you can future-proof
your start-up is by paying special attention to
your finances, or better still, how you manage
your finances.

We have always been
dedicated to the success
of small businesses.

producing the world’s No. 1 online accounting
software, and we’ve put together 12 financial
secrets that will prepare you for start-up success.

QuickBooks’ easy-to-navigate platform provides you with
a detailed snapshot of your business

It’s not the most appealing subject, talking
about invoices, cashflow and accountants, and
getting your business up to speed in these areas
won’t necessarily provide you with a competitive
advantage. But without a thorough understanding
of how effective financial management has a
significant impact on your start-up, you could
find yourself in the “wrong” 50%.

Financial tips and tricks
That’s why we’ve created this eBook. At Intuit,
we have always been dedicated to the success
of small businesses in our 30-year history by
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Whether it’s your first time running a business
or your latest venture, we believe that there are
still financial tips and tricks that you can utilise
to ensure you make the decisions that will help
your business to thrive through your first five
years and beyond.
There are a number of factors to consider when
thinking about finance. For example, you might
understand why cashflow is important, but if
you don’t have an adequate way of reporting on it,
you can’t plan effectively on how much money

you expect to bring in, against the money you
expect to come out. Therefore, without this
visibility, you might find yourself running out of
cash which will prevent you from investing into
your business at crucial periods.

It can seem intimidating, moving from
spreadsheets to a financial management system,
but with our unlimited telephone and online
support, you can be assured that we’re never
more than an email or call away, ready to answer
your questions.

In this eBook, we also cover the importance of
creating and customising invoices; rather than
seeing them as a simple document you send to
clients and customers to get paid, they could
also be seen as a marketing opportunity. Doing
something simple like adding your logo to your
invoice can contribute to a more professional
look and feel to your business.

With over one million users
across the world, QuickBooks
helps businesses get more done.
These finance tips can take time to put into
practice, especially when you have so many plates
spinning at any one time. That’s why we created
QuickBooks Online, allowing you to put the tips
we’ve mentioned in this eBook into practice all
in one place.

About QuickBooks
With over one million users across the world,
QuickBooks helps businesses get more done, from
developing invoices to get your brand noticed by
new suppliers, to creating reports that give you the
insight you need to make better business decisions.
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QuickBooks is the world’s No.1 online accounting software

As an agile start-up, a lot of your work needs to
happen when you’re away from your desk. With
QuickBooks Online, you can take this important
work with you, having the ability to use it across
all of your devices.
If you have any further questions about how
QuickBooks can help your business, please feel
free to visit www.quickbooks.co.uk.
Hopefully, this eBook, in association with
Startups.co.uk and Intuit QuickBooks, will give
you the confidence you need to master the
financial secrets that are mentioned here, giving
your start-up the boost it needs to become (and
more importantly stay) successful.
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WHY YOU NEED
AN ACCOUNTANT

Find out how an accountant could help keep your small business
finances in check
As a burgeoning start-up with limited funds, hiring an accountant may seem like a
financial extravagance you can’t afford. However, the right accountant could save
your business a lot of time, effort and money in the long run.
Bobby Chadha, the small business and accountant product lead at Intuit QuickBooks,
answers five quick fire questions to explain how talking to an expert could benefit
your business.

1 Does every start-up need an accountant?
At what stage should you hire someone?
An accountant wears many different hats and can
guide a start-up from inception (registering the
company) to ongoing advice and engagement.
Accountants have a great source of knowledge
and experience; your accountant will be able to
assist you in how to remain compliant throughout
your business journey but also help guide your
business to grow.

2 What sort of things can an accountant do
for a start-up or small business? What can
they take care of or advise on?
Accountants can help set up and register your
company, advise you if incorporation or remaining
self-employed is the best route for you to go
down and, importantly, they can advise you on
setting goals for your business. For instance, if
you are going to purchase machinery for your
t-shirt printing business and are also planning
on investing in more machinery in six to 12
months’ time, an accountant can help you plan
for these purchases in terms of budgeting and
tax implications.
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Accountants are trusted advisers and it’s now
very common to find accountants who not only
look after your year-end tax and accounts filing,
but also help you create budgets and keep you
informed via easy to understand reports which
provide great insights into your business.

3 Why should a start-up or small business
hire an accountant? What are the main
reasons and benefits?
The key benefits are:
Compliance – helping you remain compliant with
your duties as a company director or as a selfemployed individual.
Understanding your business – by providing you
with advice around your business and insights
which will help you to grow.
Knowledge – Accountants not only know their
debits and credits, but have great knowledge
around initiatives and schemes which can aid
your business. I know a firm in Sheffield that
has helped many of its clients apply for local
government grants to help them grow.

4 What should an entrepreneur look for
in an accountant in terms of experience,
accreditation, services or approach?
Any red flags to watch out for?
I recommend speaking to friends and family
who have an accountant and keep an eye
out for accreditation and membership of the
main accounting bodies. Members or qualified
accountants need to continuously keep upto-date with changes to legislation and must
attend courses. I also recommend looking for
an accountant who specialises in your particular
business sector.
It’s important to find an accountant who
has experience using new applications and
technologies. Accountants who are aware of
and adopt new technology can also be on hand
to advise you on software to buy and use for
your business. With the evolution of cloud based
accounting platforms, your accountant can
collaborate with you in real time via the software
and provide insights and guidance in the everyday
running of your business.
My last bit of advice is to find an accountant you
get on with. This is very important, your accountant
should be welcoming and approachable; you
should feel comfortable in contacting your
accountant when you need help. This will also
help build a relationship which is based on mutual
respect and trust for years to come.
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An accountant wears many
different hats and can guide
a start-up from inception to
ongoing advice and engagement.
5 How and where can you find the right
accountant for your business?
There are many different avenues to find the
right accountant for your business. If you attend
networking events for people in your industry,
speak to your peers and ask them about their
experience with their accountant. You can also
check out accountants nearby your location by
visiting the sites of the main accounting bodies
such as the ACCA and ICAEW where they list
accountants who have their accreditation and will
provide you with that Piece of mind.
You can also search the websites of the main
accounting software providers. QuickBooks
Online, for example has a great find-an-accountant
portal where accountants who are certified
experts in their software are listed.

You can follow
Bobby Chadha on
Twitter @Bobbychadha0

7

Understanding
your balance sheet

A snapshot of your business’ financial position at a particulaR
moment in time
While a cashflow statement shows the money coming in and out of the business each
month (and how that affects your bank balance), and a profit and loss statement shows
you how profitable the business is over a specific period, neither of these tools will
show you if, for example, the business is £1m in debt.
That’s where the balance sheet comes in. A balance sheet provides an overview of a
company’s total assets and liabilities at any one time. It shows how a company has been
funded and what the company has done with that funding.
So as you can see, each of these three financial statements has a valuable role to play in
helping you keep on top of your business’ finances. But none of these documents can tell
the full story of the financial health of a business on its own – you need to see all three
together to gain a reliable picture of how your business is doing.

Reading your balance sheet
As mentioned, your balance sheet summarises
the financial health of your company, by listing
the total assets and liabilities. Assets include
everything the business owns or is owed, such
as cash in the bank, equipment and outstanding
invoices to customers.

It shows you the net worth of your business, helps
you stay on top of your finances and alerts you to
potential troubles.
A typical balance sheet is split into three main
sections:

1 Assets
Liabilities include everything your business
owes to others, including any debts, loans and
outstanding invoices from suppliers.
A balance sheet is one of the first things a
potential investor or funder will want to see,
but as with your cashflow and profit and loss
statements, it’s also a vital tool for you.
As a business owner, it’s really important that you
know how to produce and read a balance sheet.
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This is then usually split into current assets and
long-term assets. Current assets include cash and
other assets that are expected to be converted
into cash within a year. Long-term or fixed assets
include things like property and equipment, minus
depreciation.

2 Liabilities
 gain, this is usually split into current liabilities,
A
which are debts or obligations that are due within
a year, and longer-term liabilities.

Your BALANCE SHEET
Your balance sheet should literally balance, where:
Assets = liabilities + shareholders’ equity
As Investopedia puts it: “This makes sense: a company
has to pay for all the things it has (assets) by either
borrowing money (liabilities) or getting it from
shareholders (shareholders’ equity).”
In a healthy business, current assets should always
outweigh current liabilities. This suggests you
can afford to meet all your short-term debts and
obligations.
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3 Shareholders’ equity
This is the company’s total assets minus its total
liabilities, and indicates the net worth of the
business. Shareholders’ equity usually comes
from two main sources: money that was originally
invested in the company by shareholders (and
subsequently, if more funding has been raised)
and profits retained in the business.
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GEtting to grips
with profit and loss

Use a P&L statement to record income and outgoings – and check
if you’re making more than you spend
Unlike a balance sheet, which gives a snapshot of your finances at a specific moment
in time, your profit and loss (or P&L) sheet shows your profitability over a period –
whether a month, quarter or year – by listing your total income and outgoings
during that time.
If your company is incorporated, you’re required by law to produce a profit and loss sheet
for each financial year. If your business is not trading as a limited company you don’t have
to produce one, but the information you give to HMRC to work out your tax bill will amount
to the same thing anyway.
A profit and loss statement generally shows both the “gross profit” (the figure you get by
deducting only the “cost of sales” from your turnover), and the “net profit” (the final profit
figure after all costs, including overheads, are deducted), before tax. Check out our jargon
buster at the beginning of this guide for more detailed explanations of these terms.

Using your profit and loss statement

Limitations of profit and loss

 ven if you’re not required to produce one,
E
the P&L sheet is still a really useful tool for
showing you, as well as any investors, lenders
or shareholders, how your business is doing at
a glance.

As you’ll see in Secret 3 of this guide, while
a profit and loss sheet is great for showing
profitability over a set period, it doesn’t show how
much cash is actually in the bank at any one time.

It can help you see whether or not your current
business model is working and make better
decisions about how to take your business
forward.
For example, if you’re working non-stop and feel
constantly burnt out yet are still not turning a
profit, you might decide you need to raise your
prices, cut back on unnecessary expenses, or
introduce a new income stream to make your
business more financially stable.
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the P&L sheet is a really useful
tool for showing you how your
business is doing at a glance.
So while it’s a useful tool for showing you whether
you’re making a profit, it needs to work alongside
your cashflow forecast (which shows what’s going
in and out of your bank account each month) and
your balance sheet (which shows everything your
business owes and owns at any one time) to give a
reliable picture of your company’s financial health.

Here’s an example of a basic profit and loss sheet:

PROFIT & LOSS STATEMENT

Cost of goods sold = opening inventory +
purchases - closing inventory

Sales/Turnover		
Opening stock (1st of month)
Add purchase made

£60,894

£3,000
£24,253

Less closing stock (30/31st of month)
Cost of goods sold

£4,278
£22,975

		
Gross profit = total value of sales -

Gross Profits		
total cost of sales

£37,919

Overheads
Rent and rates

£3,294

Heat, light and power

£783

Insurance

£106

Indirect wages and salaries
Marketing costs
Printing, stationery and consumables

£7,296
£571
£1,951

Computer costs

£758

Telephone

£939

Depreciation of assets

£3,697

Legal and professional fees

£750

Bank and finance charges

£264

		

£20,409

Net profit = gross profits - overheads
Net Profit Before Tax		

£17, 510
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Accessing the
right finance

You’ve got a killer business idea but how will you fund it? 
Read on to find out your options
The funding landscape has changed dramatically in recent years, with a number of new
models and platforms emerging to help entrepreneurs access the funding they need to
get their businesses off the ground.
Read on to find out what your options are, along with the pros and cons of each, to help you
decide which route is best for you.

1 Business loan
Despite a fall in lending, the traditional business
loan route is still a popular option, particularly
with the availability of government initiatives such
as Start Up Loans and the British Business Bank.
Before applying for a loan, you’ll need to complete
a business plan. This helps to clarify your business
idea and vision and identify potential problems
with your business model. The lender will also
want to see financial forecasts, which support
your business’ viability and show that you have
factored in your loan repayments.
	
Pros: You’ll have an injection of cash and
you don’t have to give away any equity.
	
Cons: You have to pay it back! Make sure
you can meet your repayment schedule.

2 Small business grants
Not surprisingly, start-up business grants are highly
sought-after, and hence difficult to come by.
There are often more than 3,000 grant schemes
running at any given time, so it’s unsurprising
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start-ups can find navigating their way to business
grants complicated. Each grant scheme has its own
set of criteria (such as location, size and industry)
to determine whether a firm is eligible.
UK businesses can find a comprehensive
list of government-backed grants using the
government’s online tool: the ‘business finance
support finder’.
	
Pros: You don’t have to give away equity or
make repayments, but it may be dependent
on hitting agreed milestones.
	
Cons: Notoriously difficult to come by, and
the application process can be
time-consuming.

3 Invoice finance or factoring
Invoice finance and factoring enable businesses
to borrow money against their unpaid invoices.
When you invoice a client, the finance company
advances you a percentage of the money straight
away (in return for a fee and, usually, a small
percentage of the invoice value). Your client then
typically pays the finance company directly.

Invoice finance and factoring are similar, but with
invoice finance the credit control process remains
in-house, whereas with factoring it’s outsourced.
Most providers will want you to sign a deal for at
least 12 months, so choose wisely.

	
Pros: As well as funding, you can build a
loyal tribe of backers and evangelists.
	
Cons: Most platforms are ‘all or nothing’; if
you don’t hit your target, you don’t get any
of the cash.

	
Pros: Great for cashflow and alleviating the
impact of late-paying clients.

5 Angel investors

	
Cons: Check your contract carefully –
there can be penalties if an invoice is
not paid within a certain time period and
think carefully before handing over credit
control to a third party.

Angel investors can provide huge injections of
capital early in a business’ life, as well as using
their experience and connections to great effect.
Even better, the government is offering tax breaks
to angel investors through the Seed Enterprise
Investment Scheme.

4 Crowdfunding
Crowdfunding sites allow members of the public
to pool their resources, investing as little as £10
each in start-ups.
There are two types of crowdfunding: equity
crowdfunding (platforms such as Crowdcube
and Seedrs), where you give investors a slice of
your company, and reward-based crowdfunding
(platforms such as Kickstarter and Indiegogo),
where you offer rewards in return for pledges.
If you choose the equity route, investors will back
you in the hope of a later financial return.
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Angels back businesses they believe in, at their
own risk, in the hope of a financial return.
	
Pros: Many angel investors are successful
entrepreneurs. You can bring someone
on board who offers both funding and
experience.
	
Cons: You have to relinquish equity and
you’ll have an investor to answer to.
Whatever route you go down – and you may use
several – equally important to raising finance is
managing your funds effectively, which is exactly
what this eBook is all about.
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Hiring your first
employee

Getting to grips with becoming an employer
Bringing your first employee on board is a momentous step for any start-up, and
can really help take your business to the next level. But it can sometimes feel quite
daunting. From fulfilling all your legal obligations to making sure your new team
member feels valued and motivated – not to mention finding the right person for the
job in the first place, there’s a lot to get your head around.
So to help get you started, here’s a rundown of some of the key things you need to do and
be aware of when you’re hiring someone for the first time.

Carefully consider your needs
Consult your budget and think about whether
any increase in demand or enquiries is ongoing or
seasonal. Do you need someone on a short-term
or permanent basis? Part-time or full-time?

Put together a job description
Be clear about the tasks the employee will be
doing and the skills or qualifications needed.
Familiarise yourself with discrimination law and
the questions you’re not allowed to ask in the
application process (like whether someone’s
married or has children).

Decide how much you’re going to pay your
employee
Your budget can help you figure this out, but also
make sure your offer is competitive and that you
pay at least the National Minimum Wage (£6.70
per hour for adults as of 1 October 2015).

Confirm your employee’s eligibility to
work in the UK
Check and take a photocopy of their passport
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details before they start working, along with their
VISA for non-EU citizens.

Apply for a DBS (if relevant)
Depending on your field (for example, if you’re
working with vulnerable people), you may need
to apply for a DBS check to ensure your employee
doesn’t have a criminal record.

Get insurance
As soon as you become an employer you need
to take out employers’ liability insurance. This
is a legal requirement, which covers you against
compensation claims if someone is injured or
becomes ill as a result of working for you.

Write a statement of employment
If you’re employing someone for more than
a month, you’ll need to give them a written
‘statement of employment’ within two months
of them starting work, including key info such as
the employee’s name, job title and start date, how
much and how often they’ll be paid, their working
hours, holiday entitlement and more.

Register as a new employer online with HMRC
You can do this up to four weeks before you pay
your new staff member for the first time.

scheme. (The law is coming into effect in stages so
you’ll need to check your staging date).

Get your new employee off to the right start
Set up your payroll
If your employee doesn’t have a P45 from their
previous job, they’ll need to fill in a ‘starter
checklist’ (which replaced the P46) to provide all
the info you’ll need to pay them.

Organise your workplace pension
Every UK business must now automatically enrol
workers earning more than £10,000 a year (for
the 2014/15 tax year) and aged between 22 and
the state pension age into a workplace pension

Share your business’ mission and values, make
sure they have everything they need to do their
job efficiently and take the time to make them
feel welcome and valued.
And of course, your job as a new employer
doesn’t stop there! You’ll also need a system for
managing holiday and sick leave, to fulfil your
health and safety duties, manage your employee’s
performance, and more.

CASE STUDy
Neil Westwood, Magic Whiteboard
I started Magic Whiteboard with my wife Laura and we ran the business on our own to keep
costs low and invested all profits in growing the business.
It is a big decision to take on your first member of staff because it is a considerable commitment in
terms of money and time. You need systems and processes in place. We decided to contract out the
payroll to our accountants. They are experts at this. They send us wage slips each month and we
transfer wages to staff bank accounts. This works well. In hindsight we should have taken on our
first employee earlier than we did. I was very risk averse because of the recession and the economy
was unpredictable. Taking on an extra member of staff allowed us to substantially increase sales –
I could do more sales and marketing and the day-to-day processing of orders was done by the team.
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Salary or dividend:
Paying yourself

We’ve covered a host of tips and tools to keep your start-up 
financially healthy, but how do you keep yourself afloat?
If you’re a sole trader, this is pretty straightforward. So long as you keep accurate
records of your business’ income and expenses, you can take money out of your
business whenever you like. You’ll pay income tax on all of your profit via your annual
tax return. However, to budget effectively it’s still a good idea to pay yourself a regular
amount each month and put money aside for your tax bill as you go.
If you set up a limited company, things are a little more complicated. Your company
becomes a separate legal entity and any profits belong to the business first and foremost.
You can still take money out of the business, but there are rules surrounding how you can
do this.
The business pays corporation tax on its profits, and the amount of personal tax you pay
depends on how and how much you choose to pay yourself. You have two main options for
this: pay yourself a salary, or take payments via dividends.

Salary
If you choose to pay yourself a salary, you
essentially become an employee of your company.
You’ll need to register as an employer with HMRC
(see Secret 10 for more info) and decide how
much to pay yourself and how often, usually
weekly or monthly.
Then, you (or whoever looks after your payroll)
will need to process your salary each week or
month to make deductions for income tax and
National Insurance, plus student loan and pension
contributions if applicable. Most accounting
software, including Intuit’s QuickBooks, can
make these calculations for you.
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The main benefit of paying
yourself a salary is receiving
a set amount each month.
Under RTI (real time information) rules, you must
tell HMRC details of all employee payments on or
before the date payment is made. You then have
to ensure HMRC receives full payment of the tax
and NI contributions (employee’s and employer’s)
by 22nd of the following month.
The main benefit of paying yourself a salary is
receiving a set amount each month. This helps
you budget more effectively and means you don’t
have to worry about setting money aside for your

personal tax bill; your income is ‘taxed at source’,
just like any employee.
However, as the director of a limited company
you’ll still need to register for self-assessment to
tell HMRC how you’re paying yourself, and pay tax
on any dividends received.

Dividends
Dividends are payments made to shareholders
from a company’s profits. Small private companies
can pay a dividend at any time – providing there
are available profits in the business. All dividends
should be documented with a dividend voucher
and board minutes, even if you’re the only
director.
Tax-wise, dividends get a little more complicated.
Firstly, dividends are subject to corporation
tax at 20% (for profits up to £300,000 a year, in
2015/16). On top of this, dividends may then be
subject to income tax.
Currently, many directors receive at least some
of their income through dividends because the
personal tax rates are lower than regular income
tax rates. You don’t have to pay NI on dividends
and they’re also deemed to have been paid net of
a 10% notional tax credit.
As it stands, dividends tax for basic-rate taxpayers
is 10% – meaning most pay no personal tax at all
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on dividend income at this level, thanks to the
tax credit. Dividends falling within the higher and
additional rate bands are then taxed at 32.5% and
37.5% respectively, but this is offset by the 10%
tax credit.

Many directors receive at least
some of their income through
dividends because the personal
tax rates are lower than
regular income tax rates.
However, the government recently announced
big changes to dividends tax, due to come into
force on April 6, 2016. Under the new laws, the
10% tax credit is being scrapped. Instead, the first
£5,000 of dividend income in each tax year will be
tax free. Income above this will be taxed at 7.5%
for basic-rate taxpayers, 32.5% for higher-rate
taxpayers and 38.1% for additional-rate payers.

Which is best for you?
It depends on your circumstances. At present,
many business owners opt to take a salary up to
their annual tax-free allowance, currently £10,600
for most people (in the 2015/16 tax year), then
top this up with dividends. However, it’s best to
speak to an accountant to find out the best way
forward for you – especially given the impending
changes to dividends tax rules.
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The biggest
financE headaches

Don’t let financial woes distract you from running your business
Many things can give you a headache when you’re running a business:
over-demanding clients, under-performing staff, work-life balance (or rather,
lack of) – the list goes on.
But financial headaches can be some of the most painful, causing relentless stress and
uncertainty, sapping your time and energy and taking your attention away from doing what
you do best.
Here, we’ve rounded up some of the biggest financial headaches small business owners can
face, along with some tips on how to avoid them in the first place.

Late payment

Running out of cash

This one’s got to come first, right? Late payment
can be an absolute nightmare for small business
owners, causing many a sleepless night and
putting a huge strain on cashflow.

Speaking of late payments, sometimes all it takes
is a couple of overdue invoices and a looming
payroll to put an otherwise healthy business in a
precarious spot. Ask any entrepreneur about the
biggest challenges they’re facing, and cashflow
usually features somewhere in the top three.

You can’t always avoid late payment, but you
can minimise the risk by agreeing payment
terms upfront and getting your invoicing right
(see Secret 5 for tips), keeping on top of when
payments are due and sending a statement or
gentle reminder to your client as the date
draws near.
But unfortunately, it’s still not always possible
to get clients to pay on time. If an invoice does
fall overdue, get on the phone immediately and
ask when you’ll be paid (being polite but firm).
There are also steps you can take under late
payment legislation, such as exercising your
right to claim interest and compensation for
any debt recovery costs.
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To avoid running out of cash, keeping on top of
what’s going in and out of your business each
month is paramount. Creating a cashflow forecast
(and updating with actual figures every month)
is essential for this. You can also check out some
more tips for managing cashflow (and a template
to help you do this) in Secret 3.

Missing a filing deadline
The best way to avoid this one? Hire an
accountant! But aside from that, make sure you
keep accurate and up-to date records throughout
the year (you’ll be glad you did when it’s time to
complete your tax return).

“ Try to prioritise putting systems in place as
early as possible – and seek advice where
needed, it will undoubtedly save you time
and money in the long run.”
Rich Preece, VP and Managing Director, Europe, Intuit
Also, make sure you’re aware of the important
deadlines throughout the year, and put them on
your calendar. You can find a handy timeline of
important dates on the final pages of this guide.

Work drying up
As we’ve mentioned, having a savings buffer can
be a game changer for your business, relieving
stress (or rather, preventing headaches) and
helping you ride out a period of reduced sales –
for example, during slower summer months.
Diversifying your revenue streams can also help
you get through a period of fewer bookings or
sales – while making your business less vulnerable
to external forces like a client going out of
business. When you know you’ve still got money
coming in, you can focus your energy on marketing
or whatever it is you need to do to get your
business through the slump.
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A tax audit or inspection
Any business can be audited by HMRC, so there’s
nothing you can do to avoid this one completely.
But you can be prepared by keeping up-to-date,
organised and accurate records, or hiring an
accountant to make sure you meet all your yearly
obligations.
You can also help avoid a tax investigation (this is
different from a regular audit and means there’s
something specific they want to look into) by
making sure you file and pay on time, disclosing
everything you need to and submitting accurate
information.
If you’re informed of an impending visit from
HMRC, don’t panic – but do seek advice from an
accountant to find out how best to prepare.

HMRC key dates
Mark your calendars! Here’s a rundown of important dates
and deadlines you need to be aware of throughout the tax year
Key dates for self-assessment:
5 October 2015

31 December 2015

Deadline for telling HMRC if you

Deadline for submitting online tax

need to register for self-assessment

returns for 2014/15 if you want

for 2014/15 tax year.

HMRC to collect any tax due via your
PAYE/tax code (this only applies to

31 October 2015
Deadline for filing paper tax returns
for 2014/15 tax year.

people who are employed, who owe
less than £3,000).

31 January 2016
Deadline for filing tax return online
and paying any tax due for 2014/15,
including first ‘payment on account’
for 2015/16.

6 April 2016
First day of the 2015/16 tax year.

31 July 2016
Second ‘payment on account’ due
for 2015/16 tax bill.

5 October 2016
Deadline to tell HMRC if you need
to register for self-assessment for
2015/16 tax year.

Key dates for businesses with employees:
22nd of each month

22 April 2016

6 July 2016

Deadline for all PAYE and NI

Final deadline for all payments of

Deadline for filing forms P9D, P11D

payments for staff salaries (for

staff PAYE and Class 1 NICs from

and P11D(b) (if applicable) with

the previous month)

the 2015/16 tax year.

HMRC, which detail any employee
benefits or expenses.

However, you must submit DETAILS
of any payments made to employees

31 May 2016

ON or BEFORE the date the

22 July 2016

payment is made, under ‘real time

Deadline for issuing a P60 (for

information’ (RTI) rules.

2015/16) to each relevant employee

Deadline for any outstanding

who was working for you on 5

payments of Class 1A NICs for the

April 2016.

2015/16 tax year.
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Key dates for limited companies:
2015/2016
•

Corporation tax payments to HMRC are due nine months and one day after your financial year end.

•

Your company tax return to HMRC is due 12 months after your financial year end.

•

Your year-end accounts to Companies House are due nine months after your financial year end.

•	
Your annual return to Companies House is due on the anniversary of your incorporation date or the date you filed
your last annual return (you can file up to 28 days after the due date).

Key dates for VAT-registered businesses:

Key dates for the construction industry:

2015/2016

19th of each month

You’ll need to file a quarterly VAT return. Your online

Deadline for receipt of the contractor’s monthly return

HMRC account will tell you when these are due (along

(under the Construction Industry Scheme (CIS)).

with any payments) – it’s usually one calendar month and
seven days following the end of an accounting period.

Useful contacts and resources

HM Revenue & Customs

For more information on financial planning

The UK’s tax and customs authority:

and running your small business, check out

www.gov.uk/government/organisations/hm-revenue-customs

these resources:

QuickBooks Online

Acas

The world’s No.1 online accounting software:

Help and advice for employers and employees:

www.quickbooks.co.uk

www.acas.org.uk
Companies House
For incorporating and registering your company:
www.gov.uk/government/organisations/companies-house

Small Business Centre
Gain key insights on how to grow your business:
www.intuit.co.uk/r/

Gov.uk

Startups

The best place to find government services and information:

Advice for starting, running and growing your business:

www.gov.uk

www.startups.co.uk
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