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Welcome to the second edition of the Cavanagh Kelly newsletter. In this

issue we look at tax, grants, pensions and property, all items of interest to

our readers. Contact us if you have any comments or want to know more.

HELP FOR

Buy your equipment before
5 April 2005 and get a

50% tax allowance.

One of the few pieces of good news in the
2004 budget was the announcement of a
special 50% rate of capital allowances for
'small' businesses for plant and machinery
purchased in the year commencing 6 April
2004 (1 April 2004 for companies).

'Small' for this purpose means coming within
any 2 of the 3 criteria: -

Small businesses - stay below the
VAT Registration limits and

save up to £8,600 p.a.
Many small businesses such as hairdressers,
photographers or self employed tradesmen
often fall into the trap of not closely watching
their turnover to check if they can keep out of
the VAT net.

buying a
property?
save Stamp Duty
Land Tax

P A G E  O N E

Annual turnover less than £5.6m.

Employees less than 50.

Balance Sheet total less than £2.8m.

By keeping their turnover below
the VAT limit, currently £58,000,
they can save up to £8,600 on a
yearly basis.

This is because they often have to pay VAT on
ALL of their takings and, because they mainly
work for themselves, they have very little VAT
to claim.

The new Stamp Duty Land Tax (SDLT) is
payable by the purchaser on all property
transactions - it replaces the old Stamp
Duty.  Sometimes, when a property is
being purchased, the deal can be
structured as 'Transfer of a Going Concern'.
If this can be applied, a very valuable tax
saving can be achieved as the SDLT is
charged on the VAT inclusive price.

By electing for the 'Transfer of a
Going Concern' no VAT is involved.

For example, on a £1m purchase, the
tax saving would be £7,000.  There
would also be a cashflow advantage
in that the VAT element of the deal is
not payable.

DIVIDENDS - STILL A GOOD IDEA?

The 2004 budget brought good news and bad news
for those who take their cash out of Limited
Companies by way of dividends.

The bad news! - Those very small business
people who formed Limited Companies, which had
a taxable profit of less than £10,000 per year were,
up to March 2004, able to take dividends tax free
and the company paid no corporation tax - a double
benefit! No longer though - the Inland Revenue will
now charge the company corporation tax at 19%
on the cash which is taken out.

THE GOOD NEWS!

We half expected that the Revenue would attack
the dividends paid by companies with profits over
£10,000 (these companies pay corporation tax at
19% on profit up to £300K).  Owners could take out
cash in the form of dividends and, providing they
did not personally go into the higher tax bracket,
these dividends were tax free in their hands.

The Revenue might have put a tax on these
dividends but thankfully they did not.

TAX tips
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STAMP DUTY LAND TAX
a new tax for property purchasers

This new tax runs in tandem with the old Stamp Duty and is
radically different in many respects.  It is payable on a property
deal by the PURCHASER at different rates as follows: -

Some valuable planning points do however exist!

If the deal is just over the various lower limits - check if any
part of the transaction might include fixtures and fittings (which
could then be charged separately).  In this way you could bring
the transaction into the lower rate of tax or even save it altogether.

Check if the property is situated in a disadvantaged area -
many areas in Northern Ireland qualify - no tax is payable for
commercial property transactions in these areas. Residential
property transactions below £150,000 are also exempt.

Buy shares in a property company - i.e. if the property is already
in a company, see if it is possible to purchase the company.
Stamp duty is only payable at 1/2% on share purchases.

Resting on Contract - This is a specialist area of planning on
which different views are held.  Special considerations would apply
to each transaction.
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It will also apply in many cases to the grant of a lease.
Unlike the old stamp duty, it is no longer linked to the stamping
of documents and is payable 30 days after the transaction.
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There are now many foreign employees with local businesses.  New
legislation from 1 May 2004 requires that nationals within the new
countries just accepted within European Economic Area be registered.

If you take on an employee and do not have the proper procedures in
place you are at risk of committing a criminal offence.

MINIMUM WAGE

WHAT SHOULD I DO?

1 -  Identity Check

Step 1 Ask for relevant documentation such as passport, residence permit etc.

Step 2 Satisfy yourself that the potential employee is the rightful owner of the 
documents and that the details in the documents agree in respect of age,
appearance etc.

Step 3 Retain a copy of the document.

2 -  Request the employee to register

To do this he/she needs to:-
(a) Obtain a letter from you as evidence of employment.
(b) Request an application form.
(c) Complete it, give you a copy and return to the Home Office.

Forms can be obtained by calling 0870 5210 224

FOREIGN EMPLOYEES
make them legal

changes
From 1 October 2004, the National
minimum wage will rise from £4.50
to £4.85 per hour.  The development
rate (payable to 18-21 year olds and
some new employees undergoing
training) will rise from £3.80 to £4.10
per hour.

There will also be a minimum wage
for 16-17 year olds of £3 per hour.
This will not apply to apprentices -
they are not entitled to the minimum
wage until they have completed their
first year's apprenticeship AND are
aged 19 or more.

Many employers have complained that
Tax Credits complicate their payroll
administration and can even cause cash
flow problems.

This burden will be removed from
employers but the effective date has yet
to be announced - it might even be April
2005 before the phasing out will happen.

EMPLOYERS
you will soon not have
to pay out tax credits

The renewal forms of Working Tax Credits
or Child Tax Credits are being sent out
between April 2004 and July 2004.  Tax
credits will continue to be paid at the
existing rate but if you think you are due
more, send in the forms before the
August / September deadline.

If you haven't received a form, don't wait
for the form to arrive - phone the Tax

Credits Help line on: 0845 603 2000.

TAX CREDITS
return your claims
forms early



CREDIT CARD CHANGES

are you ready?

P A G E  F O U R

Tax
Calendar
2004
Some key dates

Many businesses will need to ensure that
updated point of sale equipment is installed
and that staff are adequately trained.

From 1 January 2005 a change in the card
issuer's rules will mean that RETAILERS
become liable for losses where a chip and pin
card is used fraudulently at a terminal which
is not chip and pin enabled.

However, if businesses have complied with
instructions and cardholders have been
successfully authenticated, retailers will NOT
be liable - it will be those retailers who have
not adopted the chip and pin system who are
exposed to the attention of fraudsters.

From 2005, the vast

majority of debit and

credit card transactions

will be authorised by the

customer keying in their

4 digit pin number

instead of the current

signed receipt.

June 30  
Last day for businesses to
reclaim EC VAT chargeable in
2003 e.g. petrol purchased in the
Republic of Ireland.

July 6
Last day for completing and
submitting P11D's and P9D's.

July 14
Income tax on CT61 Returns for
P/E 30/06/04.

July 19-22
Paye to be paid for Q/E 30/06/04.
Class 1A NIC due.

July 31
2nd Self Assessment payment
on account
Penalty of £100 for 2003 Tax
Returns still outstanding
5% surcharge for tax unpaid for
2002 / 03

August 31
Annual adjustment for VAT
partial exemption elections.

•

•

•

DID YOU KNOW...

...All
accountants

have grey

hair!!!
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EXTENDED RELIEF FOR
NORTHERN IRELAND

This levy which is at a rate of £1.60
per tonne, has been the subject of
much lobbying in Northern Ireland -
the result of which was relief from
the tax of 80%, thus leaving only
20% payable i.e. 32p per tonne.

aggregates levy
The recent announcement extends this relief from
1 April 2004 up to 31 March 2011 and covers
aggregate in processed products (concrete,
asphalt) as well as virgin aggregate.

Aggregate or products sent from Northern Ireland
to GB will NOT be eligible for the relief.
Quarry operators will be able to claim the extended
relief by registering with the Customs & Excise and
complying with an Aggregates Levy Credit
Agreement to making improvements and setting
targets in environmental performance.

The DOE will enter a date on the certificate on
or after 1 April 2004 and may, where it can, in
the early period, backdate the claims to 1 April.

Operators should therefore get in early and be
eligible from as early a date as possible.

For further information
phone the DOE at:

9054 4570.

QUARRY OWNERS

Insolvency
New legislation
The Insolvency (Northern Ireland)
Order 2002 came into operation in
February 2004 and contains provisions
which makes it easier for small
businesses and companies to make
voluntary arrangements with their
creditors by providing the option of a
short moratorium to allow time for a
rescue plan to be put to creditors.

VAT traps

did you
know...

so, we
should
always

save
some for

tomorrow!

work is the
greatest

thing in the
world!!

SELLING OR PURCHASING A BUSINESS -
WATCH FOR VAT TRAPS

When a business is being sold as a going concern, an

important cashflow VAT advantage can be gained if

both the purchaser and vendor complete the

requisite declarations.

If certain conditions are met, the vendor will not have

to charge VAT and the purchaser can avoid having to

wait up to 3 months for the VAT reclaim.

The crucial requirement is that the purchaser has to be

VAT registered BEFORE the contract date and, if there is a

property involved, the purchaser has to 'opt to tax' the property AND

notify Customs & Excise within 30 days of the date of the transfer.

In addition, a new requirement, from 18 March 2004, is that in respect of a

property, the vendor has to have a letter from the purchaser confirming that the

'option to tax' will not be disapplied.

This is frequently overlooked - getting it wrong can be very costly!



Phase 1 -up to ¤12,500 for a feasibility study.

Phase 2 -up to ¤20,000 for consideration of the 
technical aspects of a joint venture.

Phase 3 -up to ¤100,000 on the costs of the
R&D project.

Does your business
expansion or new
business qualify for
grant aid?
One of the changes to come out of the
merger of LEDU and IDB (now INI) is
that some business sectors previously
considered as ineligible for grant
assistance by LEDU will now be eligible
- nearly all types of businesses will
now be considered subject of course
to appraisal of a business plan.

Contact Cathal O'Neill in our office if
you think you might be eligible.

CO-OPERATION IRELAND
This is an intermediary funding body of the EU Peace
and Reconciliation programme for Northern Ireland and
the border regions. It helps community groups, youth
groups and even businesses, which seek to promote
cross border links. Contact the:

Belfast office at 9032 1462 or the
Armagh office at 3751 8252.

HERITAGE LOTTERY FUND
This is administrated from
51-53 Adelaide Street, Belfast and the
Manager is Kevin Baird - Tel. 9072 7732.
It can give grants of up to £1m and will look at all
applications regardless of size.

GRANTS NEWS
do you qualify?

New RADIANE
This is an initiative funded by IFI and administered
jointly by INI and Enterprise Ireland.  It supersedes
the former RADIANE programme, which was in
operation from 1986. Contact INI at 9262 3190.

It aims to help develop business partnership between
SME's (Small and medium enterprises) in Ireland and
those in the US, Canada, Australia or another EU
member state, mainly for joint venture R&D projects.

Partnerships between companies north and south of
the border are eligible as are joint ventures between
companies in Northern Ireland and GB.

It offers grants in 3 phases: -

FOUNDATION FOR SPORT & THE ARTS
Sports clubs and community groups can apply and
funding is available for both capital and Revenue
projects - these can include football pitch maintenance,
play areas, arts projects, drama centres.
The maximum funding is £75,000.
The contact number is 01512 595505.

AWARDS FOR ALL
This deals with all lottery small grants usually £500 -
£5,000 in a simple, quick and straightforward way.

It is a joint initiative funded by the Arts Council,
Community Fund, Heritage Lottery Fund, New
Opportunities Fund and the Sports Council.
It can make awards to community / voluntary
groups, local clubs and societies.
It promises a quick turnaround of 8 weeks and
has no closing dates.
The Northern Ireland Office can be contacted on
9055 9090 or visit the website at
www.awardsforall.org.uk.

EAST TYRONE RURAL SMALL
GRANTS PROGRAMME
Invitations will soon now be made for the
third tranche of this programme, probably
in June / July 2004.

This programme is available to small
businesses in the rural areas of
Dungannon and Cookstown and can
award capital grants of up to 50% on new
equipment up to a maximum of £20,000.

P A G E  S I X
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GOOD NEWS
for commercial
property
investors

PENSIONS REFORMservices
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

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
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There has been nothing but bad news on the
pensions front for some time now - poor investment
returns, poor annuity rates, final salary schemes
closing with some pensioners losing out completely.

The 2004 budget announced plans to improve the
position and try to make pensions attractive again.

Among the proposals are:-

Allowing self-invested pensions (SIPPS)
to invest in residential property.

Greater flexibility in pension contributions.

The ability to pass unused pension funds
to family on death.

Taking your pension benefit and still continue
working.

The establishment of a compensation fund
where company pension schemes have to
close.

These proposals are due to come into effect
from 6 April 2006.

If you wish to receive further information or
advices on these or any other personal
financial issues such as mortgages,
investments, savings policies, life assurance
etc. contact David White at 9034 1600
(Fax 9034 1601)

a new beginning?

Previously this type of investment only attracted
the business asset taper relief on sale if the
person was involved in the trade carried on in
the property.  Now, from 6 April 2004, this relief
extends to a landlord - so, if you now purchase
a commercial property to rent out to a business,
this will, when you sell it, qualify for the 75% rate
of taper.  In simple terms, you will pay Capital
Gains Tax at 10% instead of 40% previously.

Please note however this applies only to
commercial property - NOT to residential
property.

The 2004 budget has given a very
valuable tax boost for investors in
commercial property.


