
When you sell the shares in your own company you may hope to pay only 
10% tax on the profit you make (the gain), because that is what the       
Chancellor promised in his Budget, but that tax rate does not automatically 
apply.  
 
The 10% tax rate comes about when the full gain, taxed at 40%, is reduced 
by 75% by business asset taper relief.  This leaves 25% chargeable to   
Capital Gains Tax, giving an effective rate of 10%. To qualify for this full  
business asset taper your company must be trading right up to the point that 
you sell the business. If you wind down the business and sell the company 
after it has been inactive for a while, the full taper relief may not apply, 
even though the company may still contain a number of assets.  
Tip 1: 
If you plan to sell, carry on trading while you look for a buyer. You can reduce the level of 
sales but don’t stop trading altogether.  
 
The Revenue also treat a company as not trading if 20% of various measures such as; profit, 
turnover, total expenses, and the value of the assets, arise from non-trading activities. For 
example letting out residential or commercial property is not trading, it is viewed as an     
investment. So where more than 20% of the company’s income comes from rents the      
company’s shares may not get the full tax relief, if the other tests also point to significant 
non-trading activities.  
 
Another problem area is where the company holds a large cash reserve. The Tax Inspector 
may argue the cash is worth more than 20% of the total assets, so the company is not trading. 
We say the Tax Inspector should look at all the tests before deciding if the company is     
trading. When you take into account the real value of all the company’s assets, including 
Goodwill, the cash pile may well be worth less than 20% of the total. Also if the cash has 
been generated by trading (rather than the sale of investments) and is to be used for a       
business purpose, such as paying bonuses or dividends, the cash is clearly a trading asset. 
Tip 2: 
When you plan to sell your company ask us to review its value so we can head off any tricky 
questions from the Revenue. 

TAX DEADLINES 
2 November 
Forms P46 (car) for quarter to 5 
October must be with HMRC. 
17 November 
PAYE & NIC due for month to 5 
November.  
22 November 
Electronically paid PAYE & NIC 
must be with HMRC for month to 
5 November. 
19 December 

PAYE & NIC due for month to 5 
December.  
22 December 
Electronically paid PAYE & NIC 
must be with HMRC for month to 
5 December. 
30 December 
File personal tax return for 
2005/06 by Internet to have tax 
due of up to £2,000 included in 
your 2007/08 PAYE code. 

2007 
1 January 
Corporation tax due for small 
companies with accounts to 31 
March 2006.  
19 January 
PAYE & NIC due for month to 5 
January, and for 3 rd quarter 
2006/07. 
31 January 

Submit personal tax return for 
2005/06, or receive automatic 
fine of £100. Final income tax and 
CGT due for 2005/06 year plus 
first ‘on account’ tax payment due 
for 2006/07.  
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Beware of unexpected telephone calls   
 

We are aware that HM Revenue and Customs are now contacting clients directly by   
telephone regarding compliance visits in connection with VAT, Income Tax, PAYE and 
CIS. The Revenue officer may request a meeting or even ask you to confirm some      
adjustments to your tax return. In some cases the officer may ask about your tax return 
for 2003/04 which should be completely closed by now, and out of time for questioning. 
 
If you receive a call from HM Revenue and Customs on any matter please contact us  
immediately to ensure that matters are dealt with correctly. 

This newsletter is written for the general interest of our clients and is not a substitute for professional advice. 
Please contact Botting and Co Ltd before taking any action. 

Tax Tip 
If you run a club or 

members’ association you 
would normally have pay 

corporation tax return on all 
the surplus income. However 

the Revenue have decided 
that where the surplus 

income is no more than £526 
per year, and the club is run 
exclusively for its members, 
you do not have to submit a 

corporation tax return. 

Minimise tax when selling your company 
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It’s a fine line: 
trading or     

non-trading 




