
COVID LOSS 
RELIEF CASH 
BACK BONUS – 
THE OPTIONS & 
CASE STUDIES

Use the route map provided separately 
to identify which infographic and case 
studies your business should consider 
to maximise the recent changes to 
loss relief.  
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OPTION 1: MAKE A CURRENT YEAR CLAIM TO REDUCE YOUR TAX BILL
A Current Year Claim relates to the current company accounting period, or tax year for unincorporated businesses. 

SUITABLE FOR: Business owners who have 
made trading losses due to 
the impact of COVID-19 
restrictions & have tax to 
pay on other income or 
capital gains.

QUICK OVERVIEW: The trading losses can be 
used to offset against other 
income in the qualifying 
period such as investment 
profit or capital gains for 
companies or employment 
income for individuals.

DEADLINE: There is a 2 year deadline to 
make a claim.

As an example trading losses made in these 
two periods, are used to reduce other 
income, resulting in less tax to pay. 

No partial claims are allowed so you must 
use as much of the loss that you can in this 
period.

Reduce the tax paid on your other income for the current 
period and boost your cashflow.

For example, trading losses of £100k could be used 
to reduce tax on other income in the current 
accounting period, resulting in a £19k tax saving.

YOU SHOULD CONSIDER THIS IF:

THE BENEFIT:

HOW IT WORKS:

2020

CLAIM CLAIM

LOSS LOSS

GET IN TOUCH TO DISCUSS THE BEST OPTION FOR YOUR BUSINESS

20222021

Cashflow needed Will continue to 
make trading losses 
for the foreseeable 
future

Will make trading  
losses for next 2 
years and then 
profits below £50k 
from April 2023 
(companies only)

Loss will not be fully 
used if carried back 
to 3 previous years 
(see option 2)

Paying a higher 
rate of tax this year 
than normal for 
other income or 
capital gains 
(unincorporated 
businesses only)



3

THEY CAN USE THE LOSS FROM THEIR BUSINESS AGAINST THIS INCOME IN THE TAX YEAR 
AND SAVE A TOTAL OF £10,000.

LOSSES MADE FROM 
THEIR BEAUTY BUSINESS

DANIEL

ANNE

(£25,000)

(£25,000)

£25,000

£25,000

£5,000

£5,000

NEW JOB INCOME TAX ON THEIR NEW JOB 
INCOME (20%)

THE BUSINESS

Daniel and Anne are in a partnership and run a 
beauty and haircare salon in a Manchester suburb. 

They split the profits/losses of their business venture 
50/50.

They have been making small losses for the last 
few years whilst they established their salon and 
gained a loyal customer base.

Due to the impact of COVID-19 - the various lock-
downs and restrictions imposed on their business - 
their income has significantly decreased.

THE FINANCES

The salon has suffered a £50,000 loss in the 2020/21 tax year.

Daniel and Anne have had to seek alternative temporary employment during the tax year to cover 
their family expenses whilst their salon was forced to close.

THE FOLLOWING INCOME WAS RECEIVED:

CASE STUDY 1
INDUSTRY: Personal Care/Beauty 

BUSINESS SITUATION: Previously profitable 
but now making losses due to COVID-19.

LOSS RELIEF OPTION 1:
A current year claim to reduce your tax bill.



OPTION 2: CARRY BACK YOUR TRADING LOSSES TO RECEIVE A TAX REFUND

SUITABLE FOR: Business owners who have 
made losses due to the 
impact of COVID-19 
restrictions but have been 
profitable in the last 3 years.

QUICK OVERVIEW: Trading losses can now be 
carried back 3 years instead 
of 1 year.

Trading losses are carried back against profits 
made in the last 3 years (most recent first). 
Losses carried back are subject to a £2m cap 
per year and the cap may need to be shared 
between group companies. No partial claims 
are allowed.  

HMRC will refund tax you have previously paid for the 
losses carried back plus 0.5% interest.

For example, trading losses of £100k can be 
carried back to the  previous 3 accounting periods 
and result in a £19k cash tax refund.

YOU SHOULD CONSIDER THIS IF:

THE BENEFIT:

HOW IT WORKS:

TIMEFRAME: This only applies to trading losses 
made in accounting periods 
between 1/4/20 and 31/3/22 or 
2020/21 and/or 2022/22 tax 
years.

2020 2021 2022

2017 2019 20202018 2021

PROFIT PROFIT PROFIT LOSS

123

Cashflow
needed

Will continue to 
make trading losses 
for the foreseeable 
future

Will make losses for 
next 2 years and 
then profits below 
£50k from April 
2023 (companies 
only)

Paid a higher rate of 
tax in previous 
periods 
(unincorporated 
businesses only)

No other 
income/gains in 
current period or 
low tax to pay

GET IN TOUCH TO DISCUSS THE BEST OPTION FOR YOUR BUSINESS
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THE BUSINESS

Cath and Steve run a successful pub and restaurant 
business based in Windermere. 
Before COVID-19, they were very busy, particularly 
during the peak tourist season and made healthy 
profits each year.

Due to the impact of COVID-19 - the various 
lockdowns and restrictions imposed on their 
business - their trade has significantly decreased.

THE FINANCES

Cath and Steve need additional cashflow to help 
repay some business debts which were incurred 
before the grants and other funding options were 
made available. 

THE PROFIT & LOSS BREAKDOWN
The table below sets out the profit and losses 
made in the periods:

CASE STUDY 2
INDUSTRY: Hospitality

BUSINESS SITUATION: Previously profitable 
but now making losses due to COVID-19. 

LOSS RELIEF OPTION 2: 
Carry back trading losses to receive a tax 
refund.

ACCOUNTING PERIOD PROFITS/LOSSES MADE TAX PAID

£0

£0

£47,500

£47,500

£47,500

Estimated Loss - £200,000

Loss - £300,000

1st April 2021 - 31st March 2022

1st April 2020 - 31st March 2021

1st April 2019 - 31st March 2020

1st April 2018 - 31st March 2019

1st April 2017 - 31st March 2018



HOW THE LOSSES ARE CLAIMED
Loss made in accounting period 1st April 2020 to 31st March 2021:
The £300,000 loss made in this period can be used in the following way:

The loss can be carried 
back against the profits of 
the previous accounting 
period 
(1st April 2019 - 31st 
March 2020). 

STEP

01
This results in £47,500 cash, tax refund 
from HMRC. 

It is claimed via their corporation tax 
return.

STEP

02

Normally, the remaining 
£50,000 of loss couldn’t 
be carried back to any 
other years.

The new change allows 
the £50,000 to be 
carried back to 1st April 
2018 - 31st March 2019’s 
profits.

STEP

03
This results in a further £9,500 cash, tax 
refund from HMRC. This can be claimed 
via a letter to HMRC evidencing the loss 
as soon as the calculation has been 
completed.

STEP

04

The loss can be carried 
back against the remain-
ing £200K profits of the 1st 
April 2018 - 31st March 
2019 accounting period.

STEP

01
This results in £38,000 cash, tax refund 
from HMRC. This can be claimed via a 
letter to HMRC evidencing the loss as 
soon as draft management accounts 
are available. 

STEP

02

IN TOTAL THEY WILL RECEIVE A £95,000 CASH INJECTION INTO 
THE BUSINESS

THE ESTIMATED £200,000 LOSS MADE IN THIS PERIOD CAN BE USED 
IN THE FOLLOWING WAY:
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OPTION 3: CARRY FORWARD YOUR LOSSES TO REDUCE YOUR FUTURE TAX BILL 

SUITABLE FOR: Business owners who have 
made losses due to the 
impact of COVID-19 
restrictions.

QUICK OVERVIEW: Business owners who have 
made losses can carry them 
forward against the profits 
of future accounting periods 
or tax years.

Losses are carried forward against profits of 
future accounting periods or tax years, 
resulting in less tax to pay. Carried forward 
losses can only be used against the same 
trade.

BUSINESSES SHOULD CONSIDER THIS IF:

HOW DOES IT WORK:

GET IN TOUCH TO DISCUSS THE BEST OPTION FOR YOUR BUSINESS

2020 2022 20232021

LOSS LOSS PROFIT

TIMEFRAME: You can carry forward the 
loss against profits – 
applying it to the next 
profits made.

Made losses in last 
3 periods

Will make trading 
profits in future 
periods

Will make trading 
profits above £50k 
from April 2023 
(companies only)

Immediate 
cashflow is
not required

Reduce the amount of tax to pay to HMRC, resulting in 
an immediate cashflow benefit as the business keeps the 
cash.
For example, trading losses of £100k can be carried 
forward to future accounting periods and save £19k 
in tax.

THE BENEFIT:
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THE BUSINESS

Sian and Paul run a small tailoring business based in 
London. They used to be very profitable during the 
Wedding and Christmas seasons due to making 
bespoke suits and garments for their customers. 

Due to the impact of COVID-19 - the various lockdowns 
and restrictions imposed on their business - their income 
has significantly decreased. It has become difficult for 
them to trade when their shop was forced to close due 
to their service being made to measure tailored 
garments. 

THE FINANCES

The business had healthy cash reserves and has had access to various government support from funding 
via grants and loans to the furlough scheme.

Whilst they were profitable in previous periods, they do not need a cashflow boost. They expect to be 
fully back to normal trading by Spring 2022, so they decide to carry forward the loss against future profits.

THE PROFIT & LOSS BREAKDOWN

The table below sets out the profit and losses made in the periods:

CASE STUDY 3
INDUSTRY: Retail

BUSINESS SITUATION: Previously Profitable 
making losses due to COVID-19.

LOSS RELIEF OPTION 3:
Carry forward losses to reduce future tax bill.

ACCOUNTING PERIOD PROFITS/LOSSES MADE TAX PAID

£0

£0

£19,500

£47,000 

£122,000*

Estimated loss - £300,000

Loss - £200,000

Pro�t - £100,000

Pro�t - £200,000

Pro�t - £500,000

1st April 2021 - 31st March 2022

1st April 2020 - 31st March 2021

1st April 2019 - 31st March 2020

1st April 2018 - 31st March 2019

1st April 2017 - 31st March 2018



HOW THE LOSSES ARE CLAIMED
Sian and Paul can use the accumulated £500,000 of losses in future profitable periods as follows:

This claim means that the company 
doesn’t have to pay £19,000 in tax and 
can retain the cash in the business.

STEP

02
Carry forward £100,000 
loss to this period.

Carry forward £100,000 
loss to reduce the profit 
in this period to £0.

STEP

01

This claim means that the company 
doesn’t have to pay c. £47,000 in tax 
and can retain the cash in the business.

For profits over £50,000 but under 
£250,000, the corporation tax rate will 
be between 19-25%. Profits over 
£250,000 will be subject to 25% tax.

STEP

04
Carry forward £200,000 
loss to this period.

Carry forward £200,000 
loss to reduce the profit in 
this period to £0.

STEP

03

This claim means that the company 
doesn’t have to pay c. £47,000 in tax 
and can retain the cash in the business.

STEP

06
Carry forward £200,000 
loss to reduce the profit in 
this period to £0.

STEP

05

As you can see from the above, in some cases (particularly where cashflow isn’t needed), it can 
be more favourable to carry forward the losses if a business expects to make profits over 
£50,000 from April 2023 when the tax rates increase for companies.

BY CARRYING FORWARD THESE LOSSES, THEY CAN SAVE £113,000 IN TAX. THE CASH IS
RETAINED IN THE BUSINESS.

CARRY FORWARD £200K TO 1ST APRIL 2024 - 31ST MARCH 2025

CARRY FORWARD £200K TO 1ST APRIL 2023 - 31ST MARCH 2024

CARRY FORWARD £100K TO 1ST APRIL 2022 - 31ST MARCH 2023
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THE BUSINESS

Adam and Jane run an independent cinema in 
York.  

Due to the impact of COVID-19 - the various 
lockdowns and restrictions imposed on their busi-
ness - their income has significantly decreased 
over the last year. 

They expect it may take some time to boost their 
income after restrictions are lifted.

THE FINANCES

The business was previously profit making before 
COVID, after spending many years building up 
their customer base.

THE PROFIT & LOSS BREAKDOWN
The table below sets out the profit and losses 
made in the periods:

CASE STUDY 4
INDUSTRY: Leisure

BUSINESS SITUATION: Previously Profitable 
making losses due to COVID-19. 

LOSS RELIEF OPTION 4:
Combination of options.

ACCOUNTING PERIOD PROFITS/LOSSES MADE TAX DUE

£5,700

£0

£0

£5,700

£3,800 

Estimated Pro�t - £30k

Estimated Loss - £25k

Loss - £30k

Pro�t - £30,000

Pro�t - £20,000

1st April 2022 - 31st March 2023

1st April 2021 - 31st March 2022

1st April 2020 - 31st March 2021

1st April 2019 - 31st March 2020

1st April 2018 - 31st March 2019
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HOW THE LOSSES ARE CLAIMED
Adam and Jane can use the accumulated £500,000 of losses in future profitable periods as follows:

Carry back the £30,000 
loss to the 1st April 2019 – 
31st March 2020 
accounting period.

STEP

01
This claim means that the company get 
a £5,700 cash refund from HMRC.

STEP

02

Carry back £20,000 loss 
to the 1st April 2018 – 31st 
March 2019 accounting 
period as there are no 
profits in the 1st April 2019 
– 31st March 2020 
accounting period due to 
a previous loss relief claim.

STEP

03

The remaining £5,000 of 
loss can be carried 
forward to future 
accounting periods.
It can be used against 
profits of the accounting 
period: 1st April 2022 - 
31st March 2023

STEP

05
A carry forward claim will mean that the 
company does not have to pay £950 in 
tax. 

After the claims have been made, the 
company position will be as follows:

STEP

06

This claim means that the company get 
a £3,800 cash refund from HMRC and 
can retain the cash in the business.

For profits over £50,000 but under 
£250,000, the corporation tax rate will 
be between 19-25% Profits over 
£250,000 will be subject to 25% tax.

STEP

04

1ST APRIL 2019 TO 31ST MARCH 2020 - £30,000 LOSS

ONCE THE £25K LOSS IS MADE FOR THE ACCOUNTING PERIOD 1ST
APRIL 2021 TO 31ST MARCH 2022:

ACCOUNTING PERIOD TAX DUE

£4,750

Loss - £0

Loss - £0

Loss - £0

Loss - £0

1st April 2022 - 31st March 2023

1st April 2021 - 31st March 2022

1st April 2020 - 31st March 2021

1st April 2019 - 31st March 2020

1st April 2018 - 31st March 2019

BY UTILISING THE LOSSES IN THIS WAY, THEY CAN SAVE £10,450 IN TAX

PROFITS/LOSSES MADE

Pro�t - £25k

Loss - £25k

Loss - £30k

Pro�t - £0

Pro�t - £0
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PLEASE GET IN TOUCH TO 
DISCUSS THE BEST OPTION FOR 
YOUR BUSINESS
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