
The Gorilla Guide to 

Running a 
Limited Company



Freelancing and Contracting is becoming 
the increasingly popular option, but as the 
numbers grow, so do the rules and regulations.  
More than ever, it’s important to ensure that 
you’re covered in all areas, including tax and 
compliance. 

At Gorilla Accounting  we champion an ‘all-
inclusive’ approach. We  ditch the jargon, we’re 
refreshingly technology-driven, and we work 
solely for Contractors and Freelancers.
Dan Fallows, Co-Founder and Director
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Introduction

This guide has been designed by Gorilla Accounting, to assist Contractors and Freelancers in managing 

their own Limited Company. 

This guide features a breakdown of the latest 

legislation, such as the Flat Rate VAT scheme, 

National Insurance and Corporation Tax. We’ve 

included insightful information to equip you for 

the world of Contracting and Freelancing, and we 

answer how Gorilla Accounting can make your life 

easier, helping you make the most out of working 

as a proud, self-employed professional. 

We understand that forming your own Limited 

Company can feel like you’re taking a big step, 

that’s why we encourage you to ask all the 

questions you need. Get in touch with a member 

of our New Business team on 0330 024 0406, and 

we’ll be happy to answer your questions, and fulfil 

your accountancy needs. 

At Gorilla Accounting, we believe in consistently 

informing our clients on the latest sector 

developments, legislation changes and we take 

pride in sharing our handpicked, insider financial 

tips, straight from the sector. 

As part of this belief, we are pleased to deliver our 

latest Limited Company Guide for Contractors and 

Freelancers. 

If you have any unanswered questions, or if you 

wish to set-up your Limited Company, feel free to 

call a member of our New Business team on 0330 

024 0406, or head over to our website. 

C. Whelan
Craig Whelan MAAT

New Business Manager 
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Advantages of Contracting

Over the past few years, the demand for Contractors 

and Freelancers has significantly risen, making it 

the preferred business model for workers across a 

growing number of sectors. 

Advantages of being a Contractor can include:

• Increased Income – Contractors are typically

able to charge more per day/hour than an

equivalent permanent employee. Secondly, the

structure of their income can allow them to

have greater take home pay.

• Tax Efficiency – Contractors can operate more

tax efficiently than permanent employees,

although you should always follow HMRC

guidelines and professional advice is strongly

recommended.

• Flexibility and Freedom – Contractors are

effectively their own boss. They can decide

when and where to work, which training to

undertake and what to pay themselves.

• Work/Life Balance – Many people are able

to balance their work/home life better when

contracting. Decide to take a month off

between contracts, take up a new hobby, or

simply spend some quality time with your

family during the school holidays.

• Variety – Contractors can select their

assignments and clients, so whether you

want to try a few months in a different city (or

country), or perhaps you want to work within a

new sector; the choice is yours.

• Experience – Contractors can quickly build up

an impressive CV thanks to the range of skills

and experience gained. This not only draws

more appeal in the marketplace, but it can also

enable you to increase the rates you charge.
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Setting up your Limited 
Company 
We aim to have your company registered in up to 24 hours, but before we take the next step, it’s time to 

make three key decisions. 

The shareholder(s) are the 

legal owners of the Limited 

Company, and their shares 

represent the percentage of 

ownership. Dividends are paid 

relative to the percentage of 

shares owned. A shareholder 

doesn’t need to be a director, 

and a director doesn’t need to 

be a shareholder. 

Choose
Shareholder(s)

I II III

The Director(s) are appointed 

by the shareholders, they 

take care of the daily day-to-

day running of the limited 

company. 

Choose Director(s)

As your limited company is a 

separate legal entity to you, 

it will need to be registered 

to an address. This address 

will be the main point of 

communication for authorities, 

and it will be displayed on 

Companies House. 

Choose Registered 
Office

We offer the option 
to select us as your 

registered office, 
for an additional 

fee of £10 + VAT per 
month.

Tax Registration

Our accountants will take care of 

registering your limited company with 

the relevant authorities. We will register 

you for PAYE, VAT, and Corporation Tax.  

We will also register the directors/
shareholders for self-assessment. 
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Business Insurance

There are three common insurance policies taken out by Contractors 

and Freelancers, they are:

If you make a mistake or give 

the wrong advice, you will be 

covered for legal defence costs 

and damages awarded against 

you for the errors in your work. 

Covers legal defence costs and 

compensation if your actions 

result in injury or damage to 

third party persons or property.  

 

Often insisted upon by clients, 

this covers your business for 

any employees making a claim 

against you. 

Professional Indemnity Public Liability Employers’ Liability

At Gorilla 
Accounting, we 

work with specialist 
insurance providers 

that we can 
introduce you to. 
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Appointing Gorilla

At Gorilla Accounting, we like to think that we’re quite a modern bunch. We’re a specialist accountancy 

firm for Contractors and Freelancers, driven by technology. Since establishing Gorilla Accounting, we’ve 

hit the ground running and rapidly risen to the ranks in the populated sector of Contractor Accounting. 

But what makes us stand out? 

Our all-inclusive package fulfils 

all your basic accountancy 

needs, saving you scouring the 

web for different providers. 

It’s only natural to have 

questions, that’s why we offer 

unlimited support from your 

own dedicated accountant, 

including meetings, through 

Skype and direct dial.

All-Inclusive 
Package 

Unlimited 
Support

We’ve partnered with 

FreeAgent to deliver cloud-

based bookkeeping software, 

trusted by over 54,000 

businesses. Get in touch to test 

drive a free demo. 

FreeAgent Online 
Bookkeeping 

Customer Service 
Guarantee

If you contact us before 3pm, 

we guarantee a reply the very 

same day.  

Our streamlined process 

allows you to join with 

minimal interruption. We will 

even contact your existing 

accountant and obtain all the 

information we require to get 

you up to speed and enjoying 

our services. 

Streamlined 
On-boarding

If you need to switch to an 

umbrella service, and leave 

your Limited Company 

dormant for some time, glide 

over to Gorilla Payroll, our 

umbrella company.

Gorilla 
Payroll 

7

Limited Company Guide



Company registered at Companies House

If you appoint Gorilla Accounting as your 

accountant, we will aim to have your company 
registered in up to 24 hours.

Opening of business bank account 

We work with specialist business bank account 
providers, allowing us to deliver a discounted 
service offering for Gorilla Accounting clients.  

Business insurance purchased 

 We work with specialist business insurance 
providers, allowing us to deliver a discounted 
service offering for Gorilla Accounting clients.  

Appointed accountant 

Our streamlined on-boarding process means 

that we can get you on-board with minimal 
interruption to your business. 

Find out how to invoice clients and what 
expenses are allowable.

CHECKLIST
Before you begin trading as a company 

1

2

3

4
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In order to receive payment for your services, you will need to issue an invoice to your client or the 

relevant agency. You can send an invoice through FreeAgent by following three simple steps:

1. Create invoice   2. Add Invoice Items   3. Send Invoice. 

It’s as easy as 1-2-3.

You can also save clients, set payment terms, change currencies, set reminders, schedule automated 

invoice emails, add discounts and additional information. 

3. Invoicing 

Billing an agency

If you are billing an agency, rather than the end client, there may be a ‘self-billing’ 

procedure in place. If this is the case, the agency may issue an invoice to you, 

based on your submitted timesheets. You should use the self-billing system 

as HMRC requires you to complete VAT calculations and accounts 

using the self-billing system only. 

A self-billing system saves both parties going back 

and forth, there’s less administrative hassle, 

and it also means speedier payment. 
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4. Expenses

As a limited company contractor, you 

will be able to claim certain expenses 

that have been incurred wholly, and 

exclusively for the purpose of running 

your business. We’ve listed the typical 

daily expenses that you may claim, along 

with the criteria that has to be met in 

order to successfully claim. 

Keep in mind that for a claim to be 

allowable, it cannot serve a dual purpose 

(personal and business).  If you have any 

difficulties establishing what warrants 

as an expense, get in touch with your 

dedicated accountant who will be able 

to answer your questions.

If you are travelling to a temporary workplace, 

for no longer than a 24-month period, or if 

you are travelling to a client site to undertake 

business, you are able to claim travel costs as 

an expense. 

If you are travelling to a temporary workplace 

through public transport, or when public 

transport isn’t available, you use a taxi -  as 

long as you retain the receipt – you are able to 

claim the travel costs as an expense. 

If you are travelling to a temporary work place 

using your own car, you are able to claim costs 

for mileage, fuel, insurance, general wear and 

tear, and other expenses generated through 

business travel. 

4.1 Business Travel

10

Limited Company Guide



The costs incurred for one mobile phone, per employee, 

is claimable and will be deductible for the purpose of 

corporation tax. This covers the cost of the mobile phone 

itself, line rental and call costs. 

This expense can only be claimed if the contract is 

between the provider and the company, and all bills 

should be addressed to the company. All payments 

should be made from the company bank account.

4.5 Mobile Phone

Costs incurred for overnight stays at a client’s site are 
claimable, and will be deductible for the purpose of 
corporation tax. If you are staying at your permanent 
residence, this will not qualify as an allowable expense, 
and you should not be staying with a family member. 

Whilst working at a temporary workplace, you are able to 
claim for lunch costs. This does not cover ingredients that 
have been purchased to make lunch. 

If you are staying overnight at a temporary workplace, 
you are able to claim for food provisions, and claim an 
extra amount of £5 per night, £10 per night if overseas. 

You can claim expenses for using your home as an office. 

The most straightforward option is by claiming the flat 

rate allowance of £18 per month (£216 per annum). 

4.3 Accommodation

4.2 Subsistence

4.4 Home Office
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Training costs incurred to develop the skill-set of 

employees, helping them improve work performance, can 

be treated as an expense, and are deductible under the 

purpose of corporation tax, but not classed as a personal 

tax charge. 

If training takes place at a temporary workplace, away 

from the permanent workplace, costs incurred can be 

classed as an expense. 

4.8 Training Costs 

Claiming for an internet connection at home can only be 

made if the following has been met:

• The contract should be between the provider and 
the company

• Bills should be paid directly from the business bank 
account

• Private use should not be significant 

4.7 Internet Connection

Hiring a specialist limited company accountant is vital 

to running your business, as HMRC legally requires 

companies to prepare and submit financial records. 

Accountancy fees qualify as an allowable expense as they 

contribute to the management of the limited company.

Costs incurred to prepare your self-assessment tax return 

are not claimable as they serve a dual purpose. As part of 

our all-inclusive package, your accountant will prepare 

the self-assessment tax return of one director. If your 

company has more than one director, and you wish for 

Gorilla to submit their self-assessment tax return, we will 

charge a small fee. 

4.6 Accountancy Fees
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Expenses incurred by hosting an annual even can be tax 

free if the following points are met:

• Total cost cannot exceed £150 incl VAT per head

• Event open to all staff members

• If one partner is invited, all partners should be. 

An allowance of £150 incl VAT per head can be 
implemented for all partners. 

• If more than one annual event takes place, the 

collective cost shouldn’t exceed £150 inc VAT per 

head. 

If you host a business-related event which could most 

likely generate more revenue, this can be claimed as an 

expense but it will not be deductible for corporation tax. 

If you are personally paying for the event, this will be after 

paying personal income tax, so it is worth claiming the 

money back as an expense.

4.10 Annual Event

4.9 Business Entertaining

Two ways the company can contribute to childcare costs 

are:

1. Direct Agreement – Company agrees with registered 
childcare provider to purchase childcare for the employee. 

2. Voucher Scheme – Company can purchase childcare 

vouchers from a childcare voucher scheme provider. 
The employee can then use the vouchers to purchase 
childcare. 

To qualify for childcare costs, the following points 
should be met:

• The child you provide for (in full or part) is yours

• The child must live with you 

• The childcare provider must not be related to the child. This is acceptable if they look after other unrelated 
children, as part of their childcare business. 

If an employee requires childcare whilst working, an allowance can be claimed from the employer, dependent on the 

employee’s tax position. The employer must conduct an earnings assessment, based on the employees forecasted 

annual salary. 

4.11 Childcare Costs
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5. Paying yourself 

Tax efficient ways to extract money

Our accountants will help you plan to maximise 

take home pay and minimise tax liability, in 

accordance to HMRC guidelines. We outline the 

main strategies used to extract money from your 

company, including some handy tax planning 

advice. 

5.1 Salary

Choosing an appropriate level of salary is 

significantly important when it comes to tax 

planning. 

If a contract of employment hasn’t been explicitly 

signed, the director is not required to pay the 

national minimum wage. This will allow the 

director to select a salary level that minimises 

taxes for 2017/18, typically this will be at the NI 

threshold. 

If you employ family members, in order for salary 

to qualify as a deductible expense for corporation 

tax purposes, the salary should stand at a 

‘commercial rate’, as to what you would pay to an 

unrelated third party. 

5.2 Pensions

Pension payments to an employee are deductible 

for corporation tax. If the overall salary and 

pension causes the company to generate a tax 

loss, the contributions may not qualify for tax 

relief. 

The annual allowance for pension contributions 

stands at £40,000 for year 2017/18, which includes 

both personal and employer contributions. If your 

income exceeds £150,000, the pension allowance 

will be reduced. 

5.3 Dividends

A dividend is when company profits are 

distributed across the shareholders based on the 

percentage of shares that they hold. Dividends will 

be paid once corporation tax has been paid. 

The directors will be responsible for deciding 

whether dividends will be paid, the amount, and 

if the company has made enough profit to pay 

dividends. 
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6. Taxes

As the director of a limited company, you must 

keep the financial and accounting records of 

the ltd company, file the accounts and company 

tax return. You will also be required to pay for 

your personal self-assessment tax return. In this 

section, we will cover your tax obligations as a 

director. 

6.1 PAYE and National Insurance Contributions

If you will be taking a salary, this will be paid 

through the Pay as You Earn (PAYE) scheme and 

you will be required to file a monthly return to 

HMRC. 

Prior to paying an employee, you will be required 

to automatically deduct NI and income tax, 

which should then be sent over to HMRC. As 

the employer, you will be required to declare 

payment of NI and PAYE tax when paying an 

employee, this is known as PAYE RTI.  

If you provide any taxable incentives to an 

employee, you will be required to report this to 

HMRC through a P11d form on a yearly basis. 
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7.  IR35

7.1 What is IR35?

IR35, or Intermediaries Legislation, is a piece of 

tax legislation intended to prevent ‘disguised 

employment’. This is when a worker carries out the 

same work as a fixed term employee, but operates 

as ‘self-employed’ to reap the tax benefits. 

If you are caught under IR35, you will be required to 

pay income tax and national insurance. 

7.2 What’s the IR35 Public Sector reform?

The IR35 public sector reform came into effect at 

the beginning of the 2017 tax year. This change now 

means that if you’re working for a public-sector 

body, the public-sector body will be responsible 

for determining your IR35 status. You will no longer 

determine your own IR35 status if you are working 

for a public-sector body. 

7.3 How can I determine employment status?

The definition of employment rests in old case law 

- Ready Mixed Concrete (1968). The case concludes 

that three factors should be present in order for 

employment to exist; Control, Personal Service and 

Mutual Obligation. 

• Control – If the contractor works autonomously 

and determines the basis of the project in hand, 

it should be recognised as self-employment. If 

the client is able to make key decisions such as 

where, when and how the project should be 

undertaken, and if performance is monitored, 

it would be determined that the worker is 

employed. 

• Personal Service – If one person is specifically 

required to fulfil the contract, and they have 

the right to decide whether to undertake the 

project in hand, or hire another worker to do it, 

this can be defined as self-employment. 

• Mutuality of Obligation – It can be defined as 

employment if there is an obligation to provide 

a particular service within a set period of time. If 

the client offers further work, making it a ‘rolling 

contract’, this is more likely to be caught under 

IR35 legislation. 

If you would like an IR35 contract review, we can 
refer you to a specialist provider, specialising in 
IR35 law. 
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8. VAT 

9. Self-Assessment

VAT will be charged on company turnover. 

When invoicing a client, you will be required to 

charge 20% VAT, on top of your fees. The VAT 

registration threshold is £85,000, if you hit this 

point, you will be required to register for VAT. 

If you are below this point, you will be eligible 

to apply for the Flat Rate VAT scheme. Through 

this scheme, you will be required to charge 

20% VAT, but you will pay a lower percentage 

to HMRC. 

If you are VAT registered, you will be required 

to keep a VAT account, pay VAT, and submit 

quarterly. 

A self-assessment tax return will require you to 

include information about your income (salary, 

dividends), and tax paid. 

The tax year is from 6 April to 5 April. 

Self-assessment tax returns should be completed if:

• You received income from self-employed trade

• Your income was over £100,000 or more before 
tax 

• You were a company director

• You have un-taxed income 

The corporation tax rate for company profits is 

19%.  Once registering your company, HMRC 

will notify you with an instruction to register 

for Corporation tax.  Corporation tax should 

be paid 9 months, 1 day after the end of your 

accounting period.  

8.1 Corporation Tax

• You received a P800 notice from HMRC saying 
you owe tax

• Your income from savings, investments, and 

dividends from shares was £10,000 or more 

before tax

PAYMENT ON ACCOUNT
‘Payment on account’ are advance payments made 

towards your tax bill, twice a year, unless you owe 

less than £1,000 from your self-assessment tax bill. 
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Gorilla Accounting is technology-driven 

accountancy firm, exclusively for contractors and 

freelancers operating through a Limited Company.

Gorilla was born after a group of specialist 

accountants with decades of experience amongst 

them, decided that accounting shouldn’t be an 

overlong process packed with incomprehensible 

language, extortionate charges and a personal 

accountant that’s never to be seen. They took 

their innovative ideas to the boardroom table, and 

Gorilla was born; a straightforward solution to 

accounting. 

Whether it’s incorporating your very own Limited 

Company or maximising your tax efficiency, Gorilla 

will tackle the financial legwork from all corners, 

3. About Gorilla Accounting

whilst you steer your business to success. By 

joining us, you will engage with a highly powered 

business partner that will help drive your business 

forward in many complex areas that will affect 

your company, including legal and insurance. 

We use FreeAgent’s cloud-based software which 

allows you to have a live view of your accounts 

across any device. We even offer unlimited 

support through Skype, email, telephone, video 

conferencing, telephone (direct dial) and of course, 

in person. 

We offer a streamlined on-boarding process 

allowing you to join with minimal interruption 

to your business. We’ll even contact your existing 

accountant and obtain the information we require 

to get you up to speed and enjoying our services.  

• Your own dedicated accountant

• Unlimited support including meetings, emails,

telephone (direct dial) and Skype

• 24/7 access to our online bookkeeping

• Preparation of Company Accounts and

Corporation Tax Return

• Preparation & submission of quarterly VAT 

Returns

• Preparation of Payroll (for up to 2 employees)

• Preparation of Self-Assessment Tax Return

• Customer service guarantee – contact us before 

3pm, and we guarantee a reply the very same 

day 

There are no fees to join Gorilla and we’re so confident that you’ll like our service, we’re offering you a 

referral fee of £100 for every client you introduce to us. 

Gorilla Service Breakdown
Our all-inclusive accountancy package is competitively priced at just £85 plus vat per month, 

This includes: 
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3. About Gorilla Accounting

We’ve partnered with FreeAgent to deliver the latest 

cloud-based bookkeeping software, trusted by over 

54,000 business. You’ll be able to get a live view of 

your accounts from a variety of devices, so it’s time to 

ditch the spreadsheets. 

The award-winning portal supports over 4,000 

bank feeds, allowing you to automatically import 

your transactions. Manage your invoices, expenses, 

VAT, payroll and file your self-assessment tax return 

through FreeAgent.

To try a free demo of FreeAgent, get in touch with 

a member of our New Business team on 0330 024 
0406 or email info@gorillaaccounting.com. 
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If the limited company route is not quite for you, Gorilla Payroll may be the road to take. Our umbrella 

business, Gorilla Payroll, is a straightforward, hassle-free umbrella solution for contractors and 

freelancers. 

Gorilla has had years of experience in the world of accountancy, so we can guarantee that you’re in 

trusted hands. We even offer unlimited support to help you find the most financially efficient way of 

working.

For shorter term contracts, typically 3 months or less, and dependent on your daily rate, the Umbrella 

option may be the way to go. There’s no administrative or financial hassle as our payroll service will 

manage your National Insurance Contributions and Income Tax. 

Gorilla Payroll

The Umbrella service is fixed at a low weekly cost. We will also work directly with your 

agency, and we’ll even aim to get you up and running within 24 hours of application. 

payroll
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Key Terms / Glossary

EMPLOYER’S LIABILITY INSURANCE
An insurance policy that protects against injury to employees in 

the workplace.

EXPENSES
Costs that the Company is able to pay for. Expenses can be 

claimed if they are wholly and exclusively for the purpose of 

your trade.

FLAT RATE SCHEME (FRS)
FRS allows companies to pay over a lower rate of VAT to HMRC 

than is added to their sales. This scheme is ideal for businesses 

who have few expenses that include VAT.

HMRC
Her Majesty’s Revenue and Customs (HMRC) is a department of 

the UK Government responsible for the collection of UK taxes.

IR35
UK tax legislation designed to tax “disguised employment” at 

a rate similar to employment. This is applicable to Contractors 

operating through a Limited Company who should in fact be 

treated as an employee.

LIMITED COMPANY
A Private Company that provides limited liability to its owners. 

The shareholders are only legally liable to the extent of any 

debt or capital they invested.

MANAGED SERVICE COMPANY (MSC)
An MSC is an intermediary Company that uses Contractors to 

supply services to clients but is operated by 3rd party providers. 

This can result in Contractors falling foul of IR35 legislation.

MEMORANDUM & ARTICLES OF ASSOCIATION
Documents that set out the rules that Company officers must 

agree and follow whilst operating their companies. 

NATIONAL INSURANCE CONTRIBUTIONS (NIC’S)
NIC’s are payments made by employees and employers. Once 

an employee has 30 qualifying years they are entitled to the full 

basic state pension.

PAY AS YOU EARN (PAYE)
PAYE is tax deducted from employees’ salaries as an advance 

payment of income tax due. This is usually payable quarterly by 

the Company.

PROFESSIONAL INDEMNITY INSURANCE
An insurance policy used to cover a Company for professional 

negligence, such as making a mistake in a piece of work for a 

client or providing incorrect advice. This is the most important 

insurance policy for a Contractor.

PUBLIC LIABILITY INSURANCE 
An insurance policy that covers your business for damage or 

injury to the public when carrying out your trade. 

REAL TIME INFORMATION (RTI)
RTI is a PAYE reporting system introduced in 2013 requiring 

all UK employers to notify HMRC before they make salary 

payments to their employees 

SECTION 660A
This legislation is also known as the ‘settlements legislation’ 

and was introduced to prevent ‘income shifting’.

SHAREHOLDER
Shareholders are the legal owners of a Limited Company. Their 

shares represent the percentage of ownership. Dividends are 

paid relative to the percentage of shares owned. A shareholder 

does not need to be a director (and vice versa).

UMBRELLA COMPANY
A Company that acts as an employer to agency Contractors 

who work under a fixed term contract assignment.

VALUE ADDED TAX (VAT)
VAT is levied on the sale of goods or services by UK businesses 

and is collected on behalf of HMRC by companies. This tax is 

usually paid over to HMRC quarterly.
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0330 024 0406

info@gorillaaccounting.com

Gorilla Accounting Head Office, Ground Floor 
Unit B Lostock Office Park. Lynstock Way 
Lostock, Bolton, BL6 4SG

Gorilla Accounting Limited is registered with the ICO under registration no. ZA091838.

Company no. 08583898. VAT registration no. 202 8322 49


