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news...

Welcome to our first Newsletter of 2006.  December 2005 saw the Chancellor’s pre-budget announcements
but apart from proposals to further discourage special tax avoidance schemes and the bad news on
SIPPs, there was little to set the pulses racing.  The proposals to scrap the nil rate of Corporation
Tax are, rather paradoxically, generally welcomed because it was more bother than it was worth.
However, some businesses which incorporated just for this reason may now find they’d be better off
without a limited company.  A copy of this and previous newsletters are available on our website.

EAST TYRONE –
SMALL CAPITAL
GRANTS

East Tyrone Rural are currently accepting
expressions of interest for a further
tranche of their small grants programme.

The programme is available to small
businesses (with no more than 10
employees) and for farm families in the
rural areas of Cookstown and Dungannon,
and can award capital grants of up to
50% on new fixed equipment and build
projects, to a maximum of £20,000.

For more information, contact
David or Drew at East Tyrone Rural,

telephone 028 86764714

GRANT

In the last 3 years Cavanagh Kelly have assisted over 50 clients to obtain
grant funding from various funding bodies including Invest NI and local
government.  Over £2.5 million of funding was requested in that period.

If you would like further information on grants please contact Cathal or
download the ‘Government Support for Business’ document from

www.cavanaghkelly.com.

GOT A GOOD IDEA?
NEED MONEY?

NESTA is a UK based grants programme
which can offer financial help with
exceptional and original ideas which have
commercial potential.

Grants of up to £50,000 are available and
in very exceptional cases can go to
£100,000.

For more information contact NESTA on

020 7645 9538
or visit

www.nesta.org.uk

RENEWABLE ENERGY
– GRANTS AVAILABLE

Householders and community groups who
are installing renewable energy systems
such as wind turbines, solar systems, heat
pumps or wood fuelled boiler systems can
qualify for a grant.  Up to £5,000 is available
for householders and up to £50,000 is
available for community groups.

For more information contact

or visit

www.clear-skies.org

cathal.oneill@cavanaghkelly.com
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THERE IS LIFE AFTER DEBT!
AVOID
INSOLVENCY!

A great number of people in
business are not aware of the
ways of avoiding going bust –
these include CVAs (for limited
companies) and IVAs (for
individuals).  There will even be a
simplified IVA procedure later on
in 2006, mainly aimed at credit
card debtors.

We have a specialist team led by
our Insolvency partner Sean
Cavanagh who have vast
experience in giving advice to
businesses in financial difficulty.

The recent news of record numbers of bankruptcies (consumer debt now over 1.1 TRILLION), largely
accounted for by credit card borrowing, would lead people to think there is no hope for borrowers.
Not so!

There is an emerging rescue culture, both for business and personal borrowing.  Early in 2006, new
legislation in Northern Ireland will bring into effect the following proposals for rescuing a business.

Abolition of crown preference
Until now, when a business goes bust, the ‘crown’ creditors, mainly VAT and PAYE, got paid first from any
funds available.  This new law will mean they will be treated the same as ordinary unsecured creditors.
This will encourage creditors, at least in some cases, to vote for rescue rather than ‘burial’.

‘New Style’ Administrations
This again will encourage rescue by allowing directors of a company in trouble to appoint an administrator
without going to court.  The emphasis will be on speed and saving a lot of legal costs.  We predict a quick
uptake in this procedure when it becomes available.

‘Honest’ bankrupts – discharged within 12 months
If you are in business on your own and are made bankrupt, the new law will allow you to be clear of your
debts in less than a year.  However, very tough measures will be taken against reckless or dishonest traders.
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“Corporate venturing” essentially means a larger company taking an
equity stake in a smaller company.

There are many pro’s and cons to this arrangement.

• Pros
Funding – The larger company is likely to invest at regular intervals after initial investments
have been agreed to achieve rapid growth for a progressive business.

Knowledge – The smaller company will have immediate access to experienced 
management and the resources of a larger operator in the industry.

Connections – By developing relationships with larger operators in the industry smaller
companies may access new markets and a larger customer base.

• Cons
Support or Interference? – The structures and disciplines inherent in larger operations
may conflict with the smaller company’s views on management and administration.

Different visions for development – Perceptions on how the company is to 
develop in the future may differ between the founders and investors and this
may lead to conflict.

For information on how you can gain access to this form of financing or how to make contact with
suitable investors contact  Aeveen.daly@cavanaghkelly.com

SAVE MONEY

CORPORATE VENTURING
are you missing the opportunity to
hit the big time?

The Inland Revenue has lost the
long running saga over the tax
treatment of dividends in the
Artic Systems case.

The High Court had previously upheld
the Revenue’s decision to charge tax
on the husband (Mr. Jones) in respect
of company dividends paid to his wife.
 She owned equal shares in the company
but the husband did most of the work.

This is big news for a lot of small
companies and it will cost the Inland
Revenue up to £1bn.

It is likely that the Revenue will appeal
the case to the House of Lords but, for
now, the decision means that dividends
paid to a spouse will be treated as
belonging to them and re-opens areas
for tax planning.

Our tax department will be happy to
provide further details.

TAXMAN
LOSES
BIG CASE

Are you paying too much for your mortgage?

A great number of people are falling into this

trap – Remortgaging is a very useful idea.

What is remortgaging?
Very simple – just moving your existing loan to a
new loan.

Why is it in the news?
It is estimated that around 3.5m borrowers are
wasting nearly £66 billion a year by paying over
the odds on lenders’ standard variable rates (SVRs)
rather than going for a better deal.

Will I save a lot?
You can save up to 2% which, on a £100,000 mortgage could
mean a person paying up to £2,000 too much PER YEAR.

In some cases, people are able to get an extra loan to pay
off personal or credit card debt – a mortgage is cheaper
than a personal loan.

Will it cost me a lot?
Before remortgaging, make sure you do not have any
penalty clauses on your current deal.

There is of course a charge which will depend on your
circumstances but a one-off cost of around £500-£750
(or possibly even less) is probably well offset by the
huge annual interest saving.

Our personal finance specialists will be very happy to advise if you should remortgage.
Contact us to arrange an appointment.

by remortgaging

A cat won’t
catch a
mouse with
gloves on!

DID YOU KNOW...
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DID YOU KNOW...

Cavanagh
Kelly News

We recently had the great

honour of celebrating Sean

Cavanagh’s success with the

Tyrone team with a visit by

Sam and Sean’s colleagues

Peter Canavan, Stephen

O’Neill and Gavin Devlin.

Over 700 clients and

friends attended what

was a great evening for

everyone.

NEW APPOINTMENTS

Catherine Doris from Dungannon
has joined the firm’s Corporate
Services department.  Catherine
trained in KPMG, Dublin.  She
graduated from Queen’s with a
BSc Honours Degree in
Accountancy.  Catherine is a
member of the Institute of
Chartered Accountants in Ireland
and an Associate Member of the
Institute of Taxation in Ireland.

Also, in an internal appointment,
Aeveen Daly has been promoted
to the post of Corporate Services
manager.  Aeveen joined the firm
in September 2003 from the
Quinn Group, having graduated
from Queen’s with a BSc Degree
in Accountancy.  Aeveen is an
Associate Member of the
Institute of Chartered
Accountants in Ireland.

Aeveen Daly (left) and Catherine Doris

Armagh and Dungannon Health & Services Trust
have produced a booklet outlining the various
conditions for getting financial support for relatives
who go into care in nursing homes.

Perhaps the biggest issue is the treatment of savings
or property (including the home).  If the person’s
savings or share of property is over £20,500, they
are liable to pay the full cost themselves except in
certain circumstances.

If any client wishes to receive a copy of the booklet
contact Nicole Curran at our Dungannon office.

PAYING FOR CARE...
in a residential or
nursing home

You don’t stop
laughing because

you grow old.
You grow old
because you

stop laughing!

DID YOU KNOW...



Male, Non Smoker, Age 30 - £6.65 per month

Female, Non Smoker, Age 30 - £6 per month

Male, Non Smoker, Age 40 - £11.85 per month

Female, Non Smoker, Age 40 - £9.60 per month

LIFE ASSURANCE...
Are you paying too much?

P A G E  F I V E

Many people are put off taking out sufficient life cover because they think
it costs too much.  LEVEL TERM life cover is very cheap and can provide
a vital assurance for people in their 30s and 40s who have young families.
For example, a 30 year old non smoker could have cover for £100,000 for
20 years for as little as £6.65 per month. Even at age 40, this same cover
still only costs around £11.50 per month.  For further details contact

Oonagh.Tennyson@cavanaghkelly.com

An example of costs for Level Term Assurance for a
20 year term for £100,000 is shown in the table below :

If you would like us to have your policies reviewed please feel free to contact us.

You will never
plough a field

by turning
it over in

your mind!

DID YOU KNOW...

TAX tip
Stamp Duty -
Ways to
pay less
When you buy a property which has

combined residential and commercial

use, e.g. farm house and agricultural

land, the purchase can be split between

the two types of use.  If the value of

the residential part, i.e. the farm house,

is less than £120,000 (£150,000 for

disadvantaged areas), SDLT is not due

on that proportion of the acquisition

cost. A potential SDLT saving of up to

£6,000 can be achieved.

Even where only one kind of property

is concerned, you can save by keeping

the duty in the lower bands by taking

out of the contract price the price of

fixtures and fittings or equipment.
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NEW SUBCONTRACTOR
SCHEME DELAYED

SIPPS
the big property let-down

The big news in the Chancellor’s pre-budget announcement was the decision NOT to allow
private residential property to be held with a self-invested pension plan (SIPP).  This is a
major U-turn and a huge disappointment for many people who have already prepared the
way for a purchase after 5 April 2006.  It will still be possible to purchase commercial property
via a SIPP and the green light was given for the new style REITS which we reported on in
earlier bulletins.  We will have further news on this in our next issue.

Introduction of the new CIS Scheme has
been delayed by a year until April 6, 2007.
It will then become compulsory for the
contractor to assess the employment
status of each worker for each job,
making a declaration to this effect
every month.  However, this regular
assessment is something the Taxman
wants ALL businesses to do.

The Revenue has advised that the delay
will be used to provide additional advice
to ‘help’ employees determine
employment status of those working for
them.  If you think that uncertainty about
the correct treatment for your workers is
going to land you with a large tax bill,
ask Cavanagh Kelly, not the Inland
Revenue.

Property
Developers
Tax Trap
The Inland Revenue has announced a
brand new tax called a Planning Gain
Supplement (PGS) on the increase in
land value following the granting of
planning permission.  The main features
of the tax will be:

The value to be taxed is likely to be
the point WHEN PERMISSION IS
GRANTED rather than by reference
to subsequent disposals.

The tax will be payable only when
development starts even though
this may be some time after the
granting of planning permission.

The rate of tax has yet to be
announced but when announced it
will apply to both residential and
non residential development.

There may be a de-minimis threshold
but it is proposed that this will be
very low.

PGS paid by a developer may be
allowed as a business expense for
tax purposes.  This would at least
help to reduce the pain.

INTERREG IIIA PROGRAMME –
FINAL CALL
This grant programme is designed to encourage the private, community and voluntary sectors
in Northern Ireland and the border counties of Monaghan, Cavan, Donegal, Louth, Leitrim
and Sligo to submit proposals for collaborative (joint ventures) initiatives.

Projects eligible for grant aid (up to 50% for the private sector and 75% for the community
and voluntary sector) include:

Exploring and developing new marketing opportunities.

Business to business development including sharing resources,
economies of scale etc.

Tourism related activities.

Networks to gain access to new technologies.

Training initiatives.

The closing date for this final round is 3 March 2006.

For further information contact Cathal O’Neill.

We will have further information in our
next issue.
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PARTNERS:

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.

GROW TREES!

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

Help the environment
& save tax

Buying property abroad - beware of the pitfalls!
COSTA LOT
With many individuals now buying property in mainland Europe,
it is important that certain vital checks are made before finalising the deal.

Certain key issues are:

Farmers facing continued losses might wish to consider the tax incentives by Inland
Revenue to encourage tree growing.
These include:

No income tax on profits
No capital gains tax on sale of timber
No inheritance tax on transfer on death

But, some aspects of tree growing do not qualify.  These include Christmas trees or
‘short rotation coppice’ crops.

Who owns the freehold?

Buy in your own name or via a company?
In Bulgaria, for example, land can only be purchased by a company.

TAX.  For example, in Spain, Capital Gains Tax is charged at 35% (that would take the shine out of profit
on a sale) and, if you wish to keep your property for the next generation, there is a 34% tax on death.

REVENUE GETS MORE
ACCESS TO OFFSHORE
BANK DETAILS
A recent appeal (December
2005) by a financial institution
has been lost and as a result,
Inland Revenue can now require
banks to supply details of holders
of credit cards linked to bank
accounts in the Channel Islands,
Isle of Man and other offshore
centres.

This represents a further stage
of the Revenue’s approach in
widening their investigations into
offshore accounts.

We have a specialist team
experienced in this area of
investigations – for further
details contact Nuala Kennedy.


