Starting up in Business,
putting the pieces together...

A guide intended for individuals who are contemplating
starting up in business for the first time.
This guide is written with the intention of providing a broad checklist of issues that you
should consider BEFORE you take the plunge and start your own business – whilst not
intended to be exhaustive, the guide is intended to provide some valuable practical advice.

Where possible we have included anecdotal evidence of what does not work as well as
good, effective strategies for taking your project forwards.

The guide is split into five sections, namely:

1.
2.
3.
4.
5.
6.

What Will We Cover In Your Free Consultation?
Planning and research
Dealing with red tape
Tax opportunities and pitfalls
Managing your business
What’s next?

This is an exciting time for you and we wish you every success in planning and
implementing your ideas in order to develop a profitable business.

We would like to assist you with your implementation plan in order to maximise the
opportunities that your business intends upon delivering.

Please contact our New Business Development Specialists for a free initial consultation
and review of your business idea – at that meeting we will try to answer your queries and
commence building up your plans, providing useful additional contacts and
recommendations to try to ensure that your new business is prepared to leave the starting
blocks...
Russell Tillbrook, FCCA, MAAT.
Barrons Chartered Accountants
& Business Development Specialists
Telephone number: 01702 481910
Email: russellt@barrons-bds.com

Lisa Garfinkle, ACCA.
Barrons Chartered Accountants
& Business Development Specialists
Telephone number: 01702 481910
Email: lisag@barrons-bds.com

1. What Will We Cover In Your Free Consultation?
Whilst your business is personal to you, should demonstrate Unique Selling Points
and will be unique, there are a number of issues that all businesses face when
considering commencing to trade.
Such considerations include:
n What form should I trade under:
❍ sole trader
❍ partnership / limited liability partnership
❍ limited company
n What is the difference between the different legal entities and what are the
implications of each?
n Which entity will be the best for me from a tax saving point of view?
n How will I be taxed?
n When will I need to pay the tax due?
n What records will I need to keep?
n What can I claim for?
n What should I not claim for?
n Can I claim for expenses incurred in planning the business pre
commencement to trade?
n VAT
❍ Do I need to register for VAT?
❍ What are the limits when I have to register?
❍ Should I register for VAT voluntarily?
n How do I form a limited company or limited liability partnership?
n Who do I need to advise when commencing a business?
n Do I need to use a business bank account?
n What are my business banking options?

where do I start?

2. Planning and research:
Your planning and research should cover the following issues:
n
n
n
n
n
n
n
n

Do you have what it takes to run your own business?
Are you clear upon what skills you will need?
Do you have a clear idea of what goods / services your business is to provide?
What do you know about your competitors?
How much capital will you need to raise?
What resources will you need, plant, equipment, computers etc?
Could you start on a part-time basis and delay leaving the day job?
Can you run your business from home?

2.1. What does it take to run your own business?

n Certainly you will need to cope with stressful situations.
n The old adage is quite correct; when you are running a business the buck
stops with you!
n Do you have the interpersonal and management skills to deal with staff,
customers and suppliers alike?
n Confidence will come from knowing the business products or services you are
about to market, inside out.
n If possible you should have personal experience of operating successfully in
your chosen market from your previous employments or business
endeavours.

NOTE: if you have tried and failed previously in business, and are convinced
that you can make a success if you tried again, beware of making the same
mistakes again!
Learning from past mistakes is a painful affair.

Test out your resolve to try Plan B with us, other professional intermediaries
or family and friends whose opinions you trust.
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2.2. What skills will you need?

It is important to distinguish between skills required to create income for your
business and those you will need to manage your business. In order to be a
successful entrepreneur you should have:
n Personal experience of supplying goods or services in your chosen market
place - numerous disaffected employees set up in business doing something
‘completely different’. For example, disgruntled engineers starting up a
restaurant, retired nurses opening a shop...
n You will always have an advantage if you go into your new venture with a clear
understanding of the challenges you face.
n If you want to switch to the restaurant trade take a job in a restaurant and see
first-hand the problems you will need to overcome.
n Otherwise you risk losing your hard earned capital as you attempt to wow
your customers with skills you either need to develop or do not yet possess –
of course, there are always exceptions….

When you start your business you must split your time between the two issues
we have raised in this section namely creating income and managing your
business.

At first sight there may seem to be no difference between the two? Well there is!
Most first time business owners get caught up in the daily round of winning and
taking care of customers BUT you must also take care of your business. For instance:
n
n
n
n
n
n
n
n

managing cash flow;
managing staff, including payroll and employment / pension law;
maintaining your accounts;
meeting your statutory obligations, to file accounts, tax returns and other
statutory returns;
managing relationship with suppliers;
creating and monitoring a business plan;
paying tax and VAT on time;
marketing; the list goes on...

Don’t panic - becoming expert in accounting, tax, marketing, personnel and legal
matters is way beyond the skill sets of most of us!

The trick is to decide what you are going to manage and the skills you need to
buy in. For instance rather than spend every weekend catching up with your book
work you may decide to employ a part-time bookkeeper.

don’t panic

2.3. What do you know about your competitors?

The customers and prospective customers who you will want to tempt with your
business services or goods will generally speaking have an advantage – they will
know what your competitors are offering.

You too must familiarise yourself with your competition, and not just the price they
are charging for like-for-like services and goods. For example:
n How do they advertise?
n What information can you glean from their website, how does it compare
with yours?

You should be on the lookout for ideas that you can take on to improve your
business model.
2.4. How much capital will you need to raise?

We cannot over emphasise how important it is to produce a business plan before
you start up your business.

A good business plan will prepare you for the journey ahead.

Placing your savings in a bank account and diving in, without considering or planning
your activity is a recipe for disaster.

As a minimum you should seek to produce a detailed year one forecast, preferably
backed up by a further two year indicative forecast, in the form of a Profit
Projection, Balance Sheet and Cash Flow.

Ideally the projections will be backed up with a report that includes:
n
n
n
n

what share of the market are you aiming to capture;
how price and service competitive you will be;
what is your marketing plan;
what steps have you taken to secure supply of goods to resell or other key
resources?

Need some help with compiling your plan forecasts in a format suitable for
seeking finance? Call us – we can help you.

we can help you

2.5. What resources will you need, plant, equipment, computers, etc?

Most homes these days have a computer of some sort and perhaps you know
someone that has an unused piece of equipment that will be needed to start your
business.
Until you have demonstrated to yourself that you can make a success of your
business try and keep your initial outlay in this area to a minimum.

You will need capital to support the growth of your business as well as the setup
costs so don’t use up more cash resources than you need to buying brand new
equipment.
If you have to invest in new equipment consider leasing or hire purchase as well as
outright purchase.
2.6. Could you start on a part-time basis and delay leaving the day job?
If at all possible do give this option serious thought.

Financially it provides a buffer; your personal needs will be met, at least in part, by
the day job releasing more of your start up capital to fund your business.
2.7. Could you run your business from home?

As for the previous point there may be good reasons why this option may not be
available to you, lack of space, planning considerations (running a printing press in
your garage will upset the planning authorities, your mortgage company and your
neighbours).

This option is less likely to work if your business is manufacturing or needs
considerable storage facilities for trading stock. Retail businesses will need a shop
front, and so on.

However if you are setting up a virtual business, trading on the internet, working
from home is ideal. It requires discipline, especially if there are little ones to consider
but there may be no need in the early days of your business to spend capital renting
a small office.
You also need to consider the geographic market that your business is to supply. Is
it essential that you are close to your customer? Or does your business need to
operate in a particular environment, e.g. retail presence?

lots to consider

2.8. What must you remember at all times?
Simple – cash is king!

How many times have you heard that cliché banded about?

Most entrepreneurs are obsessed with sales; winning a new customer, selling more
goods and services.
Business people with an eye to sustainability are concerned with sales,
profitability and cash flow.

There is no point in lending money to your customers; and if you think that is
something you would never do take a careful look at your intended credit terms
giving rise to unpaid sales invoices.

Accountants refer to the management of your unpaid sales invoices as credit
control. You should seek to keep an iron grip on debt collection, on credit control.
Setting up and maintaining an effective system is fairly straight forward, but to be
effective you will need to understand its relevance.

If your sales are £5,000 per month and you offer 30 days to pay then if your
customers take 60 days to pay your business will need to replace the £5,000 it
should have received from your customer through another funded source – by
increasing your overdraft, or by introducing additional personal savings and so on.

You have not lost any sales, you have not reduced your profits, but if you suffer
extended delays in the payment of your sales invoices your business will suffer.
Ultimately you could run out of cash, be unable to pay your bills, and find yourself
out of business.

Take advice on an effective credit control process for your business and stick to
it. There’s no point in winning new customers if you are forever chasing them for
payment.

cash is king

3. Dealing with ‘Red Tape’
What is red tape? The expression is linked back to the roll of documents that Henry
VIII submitted to the Pope when he attempted to annul his marriage with Katherine
of Aragon – it was bound with red tape.

Red tape generally includes the filling out of paperwork, obtaining of licences,
having multiple people or committees approve a decision and various low-level
rules that make conducting one’s affairs slower, more difficult, or both.

Red tape can also include filing and certification requirements, reporting,
investigation, inspection and enforcement practices, and procedures...

Governments have historically expressed a desire to lift some of the burdens of red
tape from small businesses – with varying degrees of success!

Nevertheless, there is no doubt that at various times you will just have to deal with
the burden. Here are a few tips that may make the process less painful:
n Find out exactly what is required, what forms need to be filled in and when
they need to be submitted by;
n If you feel that a particular process is beyond your abilities find a professional
advisor to help, the cost will generally be recovered by time that you are able
to free up to work on your business;
n If you want to manage the process yourself read the small print. Don’t gloss
over the instructions it will only cost you time in the long run.

Red tape seems to be a necessary evil in our highly organised society.

If you do find yourself beating your head against a brick wall, save yourself the
headache, get some help.

get some help

4. Tax opportunities and pitfalls
4.1. The opportunities:

Whatever you do don’t underestimate the UK tax system. Be very clear what your
obligations are and the ways you can organise your business affairs to save tax.

There is no point in planning for your tax liabilities after the event!
The time to plan is before you act. This is a really important point.

The tax system is riddled with deadlines – dates, which once passed, deny you tax
planning opportunities for ever.

Accountants certainly take no pleasure from identifying to tax payers that they could
have saved themselves tax if only they had acted in a certain way at some time in
the past.

Before you commit to your new business you should consider carefully what options
you have to maximise tax efficiencies – you should at the very least seek an
appointment with a tax planning specialist.

What you need at this point is much more than someone who can fill in a tax form
for you or prepare a set of accounts. You need someone who can advise you on the
best way to set up your business to minimise your tax liabilities.

Some of the issues to cover include:

n What is the best ‘vehicle’ for your business, a sole trader, partnership, Limited
Liability Partnership, or Limited Company?
n What is the best way for you to take earnings from your business?
n What opportunities are there to save tax if you buy plant or other equipment,
timing can be critical.
As a Practice we offer a free initial consultation to new business start ups.

Remember, once you have left the starting blocks certain tax planning choices will
slip beyond your reach unless you have identified and acted on advice, prior to
triggering the starting gun.

plan before you act

4.2. The Pitfalls
Be aware:

n You have a duty to advise HM Revenue & Customs that you have set up in
business;
n If your projected turnover is likely to be over a certain amount there may be a
need to register for VAT in the future;
n There may be a benefit to you and your business by voluntarily registering for
VAT;
n If you will be employing people in your business you will need to register for
both PAYE and pensions auto enrolment.

All of these notifications will require you to make returns and payments to HMRC
on pre-defined dates.

In all cases if you are late in making payment or filing returns there are potential
penalties and interest charges.

Most filing of forms and payment of liabilities need to be done online, which needs
prior registration.
Please contact us, as we can sort all of this out for you.
4.3. Other Government organisations:
Companies House

If you are a limited company or limited liability partnership you will also need to
send periodic returns to Companies House.
Information Commissioner’s Office

Most businesses will need to register for Data Protection purposes. See
http://www.ico.gov.uk
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5. Managing your business.
You will often hear the expression working on your business rather than working in
your business. It’s a useful starting point when considering how you manage your
business.
n Working in your business

This alludes to the process of finding and serving the interests of your customers.
It is the activity that directly impacts sales.
n Working on your business

If you are working on your business you are looking to maximise the financial return
on the funds you have invested in your business.

Entrepreneurs are drawn to working in their business, they are sales focussed.
When market conditions are difficult, as they are at present, you will have more
chance of riding out the storm if you divide your time between the two: working
on and in your business. At a minimum you need to monitor your profitability and
cash flow.

Although you should be concerned to create and maintain high levels of customer
service this should not be at the expense of making sure you have adequate
resources to take your business forwards.

Here’s a check list of tasks that should be attended to if you want your business to
flourish:
n Divide your time between working on and in your business;
n Learn how to delegate and team build, there really are only so many hours in
a day!
n Set high levels of customer service;
n Create a marketing plan, test and monitor results;
n Create financial plans, monitor actual results against this plan, take action to
keep the business on track, or revise your plans if circumstance dictates that
Plan A is not working;
n Seek professional advice when you are out of your comfort zone;
n Seek out fellow entrepreneurs, preferably not competitors, and share ideas.

The buck will stop with you but that does not mean that you should feel isolated.
Promote good communication between you and the people you work with...
Running a business is much more than telling people what to do!

try to work on your business

6. So What’s Next?
At the very least follow the guidelines we have set out in this booklet. It is by no
means definitive.
Every person, every business brings with it unique characteristics.
Take advice.

Talk to people who are already doing what you want to and winning.

Talk to people who have tried to do what you are intent on doing and find out why
they failed. Learning from the mistakes of others is less expensive than learning
from your own.
Join local small business groups.

Network with local business people.

If you find yourself coming unstuck ask for help early, don’t soldier on expecting
things will turn out for the best. Things will only turn out for the best if you are
well informed!
Come and see us. We would be delighted to offer you a free consultation to
discuss your business plans and to offer you advice on the best way forward.

In any event we offer you our best wishes.

Good luck, and don’t forget that planning is key, take advice before the horse has
bolted; closing the stable door is such a simple matter...
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