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

publication we look at the issues of capital gains tax, industrial de-rating,

non resident bank accounts and our highly successful Government

Support to Business Seminar. Contact us if you want to know more.

HELP FOR

HOW TO SHELTER YOUR MONEY FROM THE TAX MAN!

TAX
BREAKS
on holiday
homes & home
improvements!

P A G E  O N E

Did you know that you may be able to claim
tax relief at up to 40% on funds invested
in a holiday home or other personal assets?
This can be achieved by releasing debt from
existing rental properties or your own
capital within your business.

For example – a rental property was
purchased some years ago for £100,000
with an original loan of £70,000.  The loan
is now repaid down to £50,000.  The owner

can raise a further £50,000 (equity
release up to the original cost) and claim
the tax relief against the rental income.

These funds can then be used to buy a
holiday home or other non-qualifying
investments such as home improvements,
hobbies etc.

If you would like to avail of this tax break,
then contact nuala@cavanaghkelly.com
for all the qualifying conditions.

1    Your annual tax bill could be
significantly reduced by investing
in Venture Capital Trusts (VCT).
These are companies with shares
listed on the stock market.

Until April 2006, investments in VCT’s can
get 40% income tax relief on the gross amount
invested e.g. invest £100,000 and cut your
tax bill by £40,000.  The maximum amount
invested in one year cannot exceed £200,000.

Investments in VCT grow free of tax.  Any
income paid out and any profits made when
you sell shares are tax free.  The returns can
be high, but so too can be the risks!

2    Increase your pension
contributions.

Personal pensions offer tax relief of up to 40%
on contributions, no tax on gains made within
the fund and, potentially, a 25% tax free lump
sum when a plan matures.

3    Use your ISA allowance in full.

At present, you can save up to £7,000 in an
equity ISA or £3,000 in the case of a cash ISA.
There is no tax relief for payments into these
annual plans but all gains and dividends are
tax free.

4    If your spouse pays tax at a lower
rate than you, transfer investments.

If your spouse pays tax at a lower rate than you,
transfer Income Producing Investments into his
or her own name.

5    Charity Donations

Higher rate taxpayers giving to charity under
the Gift Aid scheme can claim top rate relief
against their final bill.  If you want to give £100
to charity, the charity claims £28 tax refund and
you claim back a further £23 on your Tax Return.
You can give an unlimited amount to charity
under this scheme.

TAX man



P A G E  T W O

you give!

The donor is liable to tax on the
increase in value of the asset
transferred from the date they
originally acquired it.

TAX TIP: -

a) Minimize the increase in value of the
assets e.g., in the case of a building
site transfer the site before planning
permission has been given.

b) Ensure that the asset to be 
transferred will qualify as a ‘business
asset’ and not a personal asset.  75%
of the gain on a business asset is 
exempt after two years of ownership.

 Thus, if you have land set in conacre
by declaring such income on your 
Tax Return could result in a 
significant tax saving.

If the asset to be transferred is a private asset,
tax can be saved if you first transfer half the
asset to your spouse and then you jointly make
the gift.  Assets owned jointly between husband
and wife with a chargeable gain less than
£16,400 can therefore be transferred tax free.

Other relief’s including gift relief may be available
– check it out before you give – contact

nuala@cavanaghkelly.com

The transfer of any asset (with the exception of cash and transfers

between spouses) is liable to Capital Gains Tax (CGT).  The liability

falls on the person making the gift and not the recipient.  With

transfers between connected parties e.g. parents to children or

between siblings the Inland Revenue will substitute market value

as the deemed disposal proceeds.  So even where no money is

received a charge to tax can arise.

The hardest

thing in the

world to

understand is

income
tax!
ALBERT EINSTEIN

DID YOU KNOW...

THINK BEFORE
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TAX RETURNS

INDUSTRIAL DE-RATING
are you ready?

get them in early
The 31st January deadline

for submission of Tax

Returns is fast approaching.

TAX CREDITS
have you been overpaid?

From 1st April 2005 the special exemption for rates known as ‘industrial

de-rating’ will be phased out in NI.  It has already been phased out

throughout the rest of the UK.  The new rates will be phased in over 7

years as set out in the table below.

Who will this affect ?

It will affect all those properties that are occupied and used for industrial purposes.  The rateable value
will be an assessment by the Valuation and Lands Agency (VLA) on the rental value of your property
including buildings, yards, and any rateable plant and machinery (this includes: power generation, distribution
equipment, specified structures and containers). This is likely to affect heavy engineering companies the
most.  If you would like to know what the likely valuation of your property is, you can contact your local
district VLA office.

If you have not already provided us with

the relevant information to prepare your

return do not delay.  Send in your records

now.  Avoid the rush, help us help you.

Thousands of families that have been
overpaid tax credits are unaware that
they may not in fact have to pay the
money back.  The Revenue have indicated
that it will reduce, reschedule or forego
repayments if it accepts that hardship
would result or, if the overpayment was
due to their official error.  In cases of
“official error”, it must have been
reasonable for the claimant to think that
the award was correct in the first place.

If you think you fall into any of the above
categories then contact the tax credit
section and request Form TC846 ‘Request
to reconsider recovery of tax credits’.

money laundering scam
BEWARE!
Invitations to subscribe for anti-money
laundering compliance packs are currently
in circulation. These are NOT legitimate
and if you are in any doubt about
correspondence received, please contact
our office for advice.

What does this mean
in reality ?

It means that you will have an
additional overhead that will have to
be factored into your prices if you wish
to maintain your current profit levels.
Be careful to build this into any fixed
forward contract prices that have to
be given to selected customers.

YEAR % of full rate liability

01.04.05   –   31.03.06 15

01.04.06   –   31.03.07 25

01.04.07   –   31.03.08 35

01.04.08   –   31.03.09 50

01.04.09   –   31.03.10 75

01.04.10   –   31.03.11 75

01.04.11   Onwards 100



IS THERE CASH
in your garden?

P A G E  F O U R

No easy exit
route for
students

The disposal of ones own
home together with up to 1.1
acres of land (your garden!)
is wholly exempt from capital
gains tax.

By concession, you can get a larger area
exempt if you can satisfy the Inland Revenue
that the extra land is required for reasonable
enjoyment of your home.  If you wish to seek
this extension it is important that you should
avoid barriers such as walls or fences, because
you will need to prove that you have easy
access to the land.

This is particularly attractive where the gardens
are in a development zone or are suitable for a
building site – significant cash returns can be
achieved free of tax.

It is also worth noting that the monies received
for the provision of site lines or access to other
land through your garden is free of tax.

Where the portion of the garden is regarded as
‘key’ land, tax free gains of up to one third of the
development value of the lands being unlocked
can be realised.

If you want to know if there is tax free cash
in your garden, call Nuala on:

(028) 8775 2990.

Contrary to the myth, adjudicating
yourself bankrupt WILL NOT cancel
any student loans outstanding.

From 1st July 2004, any student who
received a loan under the Education
(Student Loans) Act 1990 will find
that their debt is no longer provable
in bankruptcy i.e. bankruptcy will
not wipe out the debt.

From 1st September 2004, this is
also applicable to loans received
under the Teaching and Higher
Education Act 1998 or the Dept. of
Education and Skills.

As an un-discharged or even a
discharged bankrupt, certain
professions are no longer available
to you i.e. accountancy, law and your
long term credit rating can also be
affected.

For more information, please contact
alison@cavanaghkelly.com

Educational
Maintenance
Allowance (EMA)
EMA is available for persons who
remain in further education past
the statutory school-leaving age
of 16. It is a payment of up to £30
per week to help with the cost of
continuing education. For more
information, please contact:

annette@cavanaghkelly.com



GOVERNMENT SUPPORT
for business

P A G E  F I V E

A breakfast seminar on the various

forms of government support to

business was held recently by

Cavanagh | Kelly at the Glenavon

Hotel, Cookstown.  Key speaker

at the seminar was Bruce

Robinson, Permanent Secretary

of the Department of Enterprise

Trade & Investment.

The event was attended by 100 delegates from all

sections of business, banking and professional

services.  Feedback from attendees was very positive

on what proved to be a very successful and

informative seminar.

In conjunction with the breakfast seminar Cavanagh

| Kelly have produced a detailed booklet on the

various forms of funding and assistance currently

available.  The booklet covers all business sectors

and is structured in a convenient user friendly format.

A copy of the booklet can be obtained

from aeveen@cavanaghkelly.com.

Pictured above from L - R are:
Patricia Devine, Invest N.I.
Bruce Robinson, Permanent Secretary DETI
Sean Cavanagh
Ethna MacNamee, Invest N.I.
Des Kelly



Does your
Company
Qualify for
Audit
Exemption?
New guidelines governing audit
thresholds have been
implemented which will permit
a lot of companies to dispense
with their annual audit.

The exemption applies to most
companies with an annual
turnover of less than £5.6m and
total assets less than £2.8m
whose financial year ends post
26 July 2004.

Banks, however may still require
audited accounts as a condition
of lending. Certain companies
are also not permitted to avail
of the exemption.

For more information,
please contact
brenda@cavanaghkelly.com

NON RESIDENT

It is our understanding the Revenue Commissioners in the Republic of

Ireland are currently providing the UK Inland Revenue with information

in respect of Northern Ireland residents who hold bank accounts in

ROI.  The Commissioners have obtained this information as a result of

its ongoing investigation into bogus non resident accounts.

The Inland Revenue are also receiving
information in respect of Non Resident
Accounts held in both Isle of Man and the
Channel Islands.

As a direct result of this, the Inland Revenue
Special Compliance Office (SCO) have
recently established a new dedicated team
in Northern Ireland to investigate all Offshore
Accounts.

If these accounts have not been previously
disclosed, the Revenue will proceed to charge
tax, not only on the interest received but also
on any unrecorded capital transactions.

As well as charging tax and interest for late
payment, SCO have the authority to levy
penalties of up to 100% of the tax due.  In
serious cases, they have the authority to
instigate formal legal proceedings.

If you believe that you may have a
problem, please do not hesitate to
contact us.  We have over 20 years
experience of dealing with the
Revenue’s Special Compliance Office
in these cases.

Where an individual holding such
accounts makes full disclosure
to the Revenue and is fully co-
operative throughout the period
of the investigation, the penalty
imposed can be reduced to as
low as 20 – 25%, e.g. on a tax
liability of £100,000 the amount
saved could be £75,000 / £80,000.

It is therefore important that you
contact the Revenue before they
contact you.

bank accounts

P A G E  S I X

ARE YOU AN ANGEL?

If you have been successful in business and would
like to take an equity stake in rapid growing
innovative companies, then you may be the angel!

Halo Business Angels Network has been formed to
match the needs of growth businesses with business
angels.  If you would like further details, contact:

        aeveen@cavanaghkelly.com or

       Desmond Oliver – Halo – 028 9033 1136
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J.J. Cavanagh  B.A. Dip. Ed.  F.C.A.  M.A.B.R.P.

D.A. Kelly  B.Sc. (Econ)  F.C.A.

Whilst every effort has been made by Cavanagh Kelly to ensure the accuracy of the information contained in this newsletter it cannot be
guaranteed and neither Cavanagh Kelly or any related entity shall have any liability to any person who relies on the information thereon.

ENERGY EFFICIENCYservices
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

Family Farm Development Ltd, Carrickmore,
are currently administering funds from the EU
Programme for Peace and Reconciliation aimed
at encouraging the re-skilling and diversification of
members of farming families.

Programmes available include: -

1. Change Management Programme
A mentoring course accredited by Northern Ireland
Open College Network aimed at helping farm
families to identify opportunities for additional income
and training needs.

2. Reskilling
A maximum grant of £5,000 towards the cost of
undertaking a recognised qualification.

3. On Farm Diversification
A grant of 50% of expenditure up to a maximum
of £20,000 for eligible projects.

Farm businesses in Omagh, Strabane, Dungannon
and Cookstown District Council areas can apply.

For further information contact
cathal@cavanaghkelly.com

save money on energy bills
According to Action Energy even a modest investment in energy efficiency
measures could save a company as much as 20% on their energy bills.

Qualifying projects include air

conditioning, building insulation, motors,

boilers, lighting, materials handling

equipment and refrigeration.

For details of the eligibility of projects

and on how to apply, contact

cathal@cavanaghkelly.com

There are currently £10 million of interest

free loans available offering businesses the

chance to upgrade existing facilities with

energy efficient alternatives.

The loans ranging between £5,000 and

£50,000 are available to small and medium

sized enterprises.  Repayment is over four

years, with savings often exceeding the

amount of monthly repayments.

for farmers
GRANTS


