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Should I  become a company before  

6 Apr il 2008? 
Sole Traders and Partnerships that started in business between 1 April 2002 and 6 April 2006 should 
seriously consider whether tax savings could be achieved by becoming a limited company. 

Under certain circumstances, the director of the new company could take out income of £36,800 
without directly paying any capital gains tax, income tax or national insurance. 

Furthermore, the new company could obtain a tax deduction of £36,800 (albeit spread over a number 
of years). 

These tax saving opportunities are only available up to 5 April 2008 as taper relief will be abolished 
from 6 April 2008. 

Between now and 5 April 2008, the value of the transferable goodwill that has been generated since 
the start of your business could be sold to your new company. 

If the value is less than £36,800, there is no further direct tax to pay as this is currently covered by 
taper relief and the annual capital gains tax exemption of £9,200. Your company will then owe you the 
full balance for the purchase of the goodwill. 

If the value of the goodwill is more than £36,800, you can choose to pay tax at an effective tax rate of 
up to10% on the whole amount. 

 

The time to decide is running out as it is now less than three months to 6 April 2008. 

If you would like to know more about the above tax savings by becoming a limited company, please 
contact Tim Lwin at tl@barlow-andrews.co.uk or Mark Sheen at mrcs@barlow-andrews.co.uk. 


