
c h a r t e r e d  a c c o u n t a n t s      s p e c i a l i s t s  i n  b u s i n e s s  r e c o v e r y

BUSINESS
matters

YOUR NEWSLETTER FROM cavanagh kelly

INSIDE THIS ISSUE:
TAX TIPS
MATERNITY & PATERNITY RIGHTS
PENSIONS
DOES YOUR BUSINESS NEED MONEY? cavanagh kelly

0
1

SPRING
2004

the key to tax savingsthe key to tax savings



We welcome you to the first edition of the Cavanagh Kelly newsletter

and hope that you find the enclosed helpful. We look forward to

hearing from you if you have any comments.

HELP FORExpenditure incurred by
businesses on or after 1 April
2003 on designated plant or
machinery, which meets strict
water savings, or efficiency
criteria will qualify for 100%
tax allowances.

TAX tips
Tax Savings for Small Firms

100% of spending on IT equipment
can be written off against tax until
April 2004. So if you're thinking of
upgrading your computers, there is an
incentive to do so before April.

150% of investment in research and
development can be set off against
taxable profits if companies spend
more than £10,000.

This is a really valuable tax break -
many companies do not record their
expenditure on R & D. Contact us if
necessary to discuss what type of
expenditure might be eligible.

Tax Efficient Savings
for your Children

The budget gave a boost to savings for
future generations with the launch of a new
Child Trust Fund (CTF). The aim of the
CTF is to help children born from
September 2002 by:

Providing an initial endowment at birth
for every child of £250, rising to £500 for
children of low income families who also
qualify for full Child Tax Credit.

Allowing additional contributions to be
made by parents, family members and
friends, up to an annual limit of £1000.

When the children reach 18 years of
age, the fund is available to them.

HELP FOR PEOPLE ON LOW INCOMES

Working Tax Credit?

Working Tax Credit is for people who are
employed or self-employed (either on their own or
in a partnership), who:

And who are:

are you energy
conscious?
If so you can save
tax & money!!

Initially the enhanced allowances will
be available only for expenditure on:

1.  Meters and monitoring equipment

2.  Certain energy efficient plant
     and machinery

3.  Cars with low Co2 emissions

Aged 16 or over and responsible
for at least one child, or

Aged 16 or over and disabled, or

Are aged 25 or over and usually
work at least 30 hours a week

Working Tax Credit is paid to the person
who is working 16 hours or more a week or
if a couple is working 16 hours and more a
week, you must choose who will receive it.

You cannot receive Working Tax
Credit if you are not working.

The amount payable depends on the level
of your wages.

usually work 16 hours or more a week
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NEW maternity &
paternity rights

New Maternity & Paternity Rights

The following are some of the key elements:

Paternity Leave

Paternity leave is paid at the same
rate as flat rate maternity leave.

Key points to note are:

Ordinary Maternity Leave (OML)

increased to 26 weeks.

Additional maternity is up to 26

weeks following immediately from

the end of OML.

Employees have to give notice of

the start date for maternity leave

15 weeks before the baby is due.

The rule that maternity leave starts

automatically if the employee is

absent for pregnancy related

reasons within the last six weeks

before the baby is due, only

applies for the last four weeks.

The basic rate of statutory

maternity pay increases from £75

to share £100 a week (or if lower

90% of normal weekly pay).

The right is available to

the father of the child and

to the spouse or the

partner of the mother,

even if he is not the father.

The right is to take either

one or two consecutive

weeks of leave.

If you are married consider putting a simple
clause into your Will leaving part of your
Estate to a trust for the benefit of your
children - this ensures that you use up your
tax free allowance and could save your family
up to £100,000! Naturally you will never wish
to cause financial hardship to your spouse,
so this tip is mainly effective when there are
sufficient assets to allow for such a transfer.

WILLS don’t leave your
money to the taxman

Almost 40% of people do not

make a Will but a few simple

planning steps can save your

family from a very large tax bill.

Here are a few tips:

Consider putting your investments into
'business assets' - at present these are free
of inheritance tax and can pass to the next
generation tax free. A simple example of this
would be farmland or land let in conacre.

Remember:
A will takes very little time to prepare and
is relatively inexpensive. We will be willing
to plan the tax consequences with you.
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Financial institutions offer many

types of finance to businesses in

addition to the standard overdraft

and loan facilities. Detailed below are

some of the more common types of

financial assistance currently

available. The list is not intended to

be exhaustive and you should check

with us as to their availability.

DOES YOUR BUSINESS
need money

Invoice / Debtor Finance

Sales invoices are assigned to the bank upon
which an agreed percentage (usually up to 75%)
of the value of the invoices are paid by the bank
to the business, normally within 7 days. This is a
really effective way of ‘unlocking’ cash tied up in debtors.

Asset Finance Some loan schemes available to small businesses
are not widely published and these include:

Small Firms Loan Guarantee Scheme

This scheme which is operated by the local banks
can provide a loan up to £100,000 and sometimes
greater. It is only available for certain qualifying
sectors (all manufacturing is OK but retail does not
qualify). It can be very useful where a business
finds it difficult to provide adequate security for a
bank loan.

Briefly the government (via DTI) will take either 70%
or 85% of the risk in the event of the loan not being
able to be repaid and so the bank is only exposed
to either 30% or 15% of the loan.

We have copies of the application forms and an
explanatory booklet.

Hire Purchase - this is basically a fixed
interest loan, repaid over a fixed term.
Legal ownership of the asset transfers to
the business at the end of the HP term or
sometimes earlier. VAT is reclaimed on the
asset (excludes non-commercial motor
vehicles) at the start of the HP term.

Leasing - the asset is rented from the
finance provider over a fixed period at an
agreed monthly rate. Legal ownership of
the asset never transfers to the lessee.
VAT on the rentals is reclaimed by the
business throughout the term of the lease.

Chattels Mortgage - this is a loan,
secured on equipment.

1

2

3

Stock Finance

This finance can be specific to certain market
sectors eg. manufacturing or retail. The bank will
pay your supplier invoice in return for a Bill of
Exchange which will be presented for payment
after the pre-agreed credit of up to 180 days.

Businesses can use this finance to bolster cash
flow for the purposes of eg. negotiating bulk order
discounts, plan for seasonal variation or to
negotiate early settlement discounts with suppliers.
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CONNECT WITH INI
for business boost
Over 50 industry bodies and community based organisations

have connected with Invest Northern Ireland to create a new

online service that's designed to boost business.
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The new INI Interactive Online Events
Planner is designed to provide the wider
Northern Irish business community with
up-to-date information about events they
may wish to organise or attend. These
events may include opportunities to grow
their business through networking and
capability development.

Organisers will be able to check what's
already on the business agenda, avoid
scheduling overlaps and also promote
their own events.

Organisations already signed up to
provide regular information about
business events include the
Confederation of British Industry, the
Federation of Small Businesses and the
NI Chamber of Commerce and Industry.

The main banks, DETI and the Inland
Revenue are also among the
contributors. Further details on how to
register/use the Online Events Planner
are available at

www.investni.com/eventplanner

Cash flow
problems?
How to avoid
losing your
business!!

There has been a very
important change to
insolvency law in the general
way in which businesses
which are experiencing cash
flow problems are treated.

Until now, many of those
businesses were forced to
close especially if they are
under pressure from creditors.
An alternative is now available
in the shape of an Individual
Voluntary Arrangement (IVA) or
Company Voluntary
Arrangement (CVA) - a proposal
is put to creditors whereby they
agree to accept a percentage of
the debt owing and the
business is allowed to continue
in operation.

This is an important alternative
to Bankruptcy or Liquidation
and is proving to be very
popular where a restructuring
of the business is possible.

We have a special booklet
entitled 'A Guide to Business
Rescue' giving the details of
these schemes and will forward
one on request.

Emerging Business Trust

     This Trust provides small loans of between £5000 and £20,000 repayable over

3 - 5 years to start up companies involved in qualifying activities in disadvantaged

areas. Many areas locally will qualify under this heading.

Princes Youth Business Trust (PYBT)

     This is for young people under 30 who are starting up and provides

a grant of up to £1500 and a low interest loan of up to £5000.

£3M Venture Capital Growth Fund

     Invest Northern Ireland have recently established the

Northern Ireland Research and Development Challenge

Fund (NITECH Growth Fund).

The NITECH Growth Fund is a £3M venture capital fund,

established to finance the commercialisation of research

and development with universities, new start or existing small

to medium sized enterprises. It is intended to assist in the

creation and expansion of research-led, market orientated business.



INDIVIDUAL PENSIONS
a guide to pension options

For many years financial planning at retirement has been quite straightforward. When an

individual stopped working, his or her pension arrangements would provide a tax free lump

sum and an annuity. This simple approach was fine when annuity rates were high, but over the

last few years rates have fallen dramatically, meaning that every person now needs to consider

how to maximise his/her pension benefits. Today there are many different ways to tailor

pension benefits including traditional pension annuities, phased retirement plans, income

drawdowns, occupational drawdown and phased income drawdown.

        The different options are summarised - opposite.
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PENSION options:
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Off-shore
savings?
The tax net tightens.
The Inland Revenue is currently increasing its
investigation of accounts held by UK residents
offshore (mainly in the Isle of Man, Guernsey,
Jersey and Republic of Ireland). This follows
their obtaining of vital information about these
offshore accounts - it seems certain that the
work by the Revenue will continue for some
time and Northern Ireland appears to be one
area they are concentrating on. In addition, all
interest arising on any investments held in the
Channel Islands or Isle of Man may, from 1st
January 2005, be reported to the Revenue.

If any information is required about this we can
offer specialist tax advice and can help to minimise
the tax due.

Being proactive now may help reduce your tax.
If you think you have a problem give us a ring.

PENSION ANNUITY

Traditionally, when pension funds
have matured, the proceeds have
been used to purchase an annuity
after a tax-free lump sum has been
drawn. The annuity is payable
throughout the annuitant's life.

Some options available are:

1. Guaranteed Period
The annuity will be payable for a minimum
period, even if the annuitant dies.

2. Dependants’ Benefits
A reduced pension can continue to be payable
to a dependant after the annuitants’ death.

Cash Accounting:
     Can only be used where the annual turnover
does not exceed £600,000. VAT is accounted
for on monies received/paid - not on invoices
issued/received.

Flat Rate Scheme:
     This is a very simple scheme but can only
be used if the Annual turnover is below
£100,000. VAT is calculated at a special rate
(applicable to each business type) on sales with no
deduction for input VAT paid on purchases. If you
have capital expenditure greater than £2000 you may
claim back the input VAT.

Annual Acccounting:
     If your annual turnover does not exceed £600,000, you can join this
scheme whereby you can make 10 payments on account of the ESTIMATED
annual VAT due and pay any balance when the single annual return is made.

Bad Debt Relief:
     Vat can be reclaimed on a debt that remains unpaid for 6 months.
This is done by adding it to the inputs on your VAT return. However
there is a 'flip' side to this advantage in that VAT has to be repaid on a
purchase by your business, if you do not pay for the supply within 6 months.

3. Inflation Profiting
Rather than choosing a fixed pension that will be
eroded by inflation, many annuitants opt for an
annuity which will rise ('escalate') each year.

4. Phased Retirement
Instead of using the whole accumulated pension
fund to buy an annuity at retirement date only part
of it is used. This means that the remainder of the
fund can remain invested with a view to earning
extra growth to buy a higher pension in the future.

5. Income Drawdown for Personal Pensions
and Occupational Pension Schemes
Instead of encashing the pension fund to buy an
annuity, the client can draw the maximum tax-free
lump sum, and then simply take income from the
remaining fund.

Income drawdown is available between ages of
50 and 75 for personal pensions and AVCs, 60
and 75 for occupational pension schemes. An
annuity must be purchased by age 75.

SUMMARY
As people are now living longer, it is essential to
consider the long term implications of decisions
made at/for retirement. Should you require
further guidance on how to plan for your
retirement we have our specialist financial
consultants who are available for practical
planning advice on:

• Pensions
• Mortgages
• Life Assurance
• Investments

VAT
You must register for VAT if your taxable turnover is greater than £56,000.
Some special schemes exist to ease the administrative burden, among which are:

in brief
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GRANTS
news

Interreg III

The new Interreg III programme concentrates on
cross-border initiatives / joint ventures and can
give up to 50% grant aid (75% for community
groups) for eligible projects. Some of these include:

Energy efficiency
Renewable sources of energy
Waste management
Promoting rural development
Tourism
Local employment initiatives

Attack on Inheritance Tax Planning

There may be new measures to impose an income
tax charge on the benefit gained from the
continued use of an asset that has been gifted.

BUDGET 17 MARCH 2004services
we provide:
Accounting
Audit
Personal Taxation
Corporate Taxation
Insolvency
Capital Taxes
Management Consultancy
Value Added Tax
Pay as You Earn
Share Valuations
Construction Industry Scheme
Company Secretarial
IT

THE DATE OF THE BUDGET HAS NOW
BEEN SET FOR 17 MARCH 2004.

Various new tax measures are already being
predicted and among them are:

17 Church Street
Magherafelt
Co. Londonderry  BT45 6AP

Tel: 028 7930 2988
Fax: 028 7930 2980
Email: info@cavanaghkelly.com
Web: www.cavanaghkelly.com

38 Northland Row
Dungannon
Co. Tyrone BT71 6AP

Tel: 028 8775 2990
Fax: 028 8775 2909
Email: mail@cavanaghkelly.com
Web: www.cavanaghkelly.com

Arts & Leisure ‘Creativity Unit’

There is a grant of up to £50,000 for relevant
projects to encourage creativity in business -
eligible projects could be web-site design or
innovative childrens projects.

Broadband Connection

INI can offer up to 40% grant on relevant
expenditure.

We will be happy to provide details on
these and other grants.

The following are
some of the grants
currently available:

Attack on dividend income in small companies.
This could have a far-reaching impact on the
tax planning for small companies.

TAX TIP

If you are taking income from a small company via
dividends ensure that all the proper board minutes
etc. are fully completed authorising the dividends
BEFORE 17th March in case any decision
becomes effective on that day. We will be willing to
assist you with this.

New Tax Breaks for Property

A new tax incentive to encourage investment in
residential property looks likely. The expected
structure will be a company, which is not taxed
on its own profits as long as most of those profits
are distributed. The shareholders would pay tax
on their receipts as dividends.

It may also become possible for a SIPP (Self
Invested Pension Plan) to hold residential property
- we await this news with interest.

We will have all the budget information as it affects our clients - do not hesitate to phone us with any queries.
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