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This has been a 2 year
period of transition and
change for us – change

that is necessary for us to be
on top of our game so that
you can be confident that the
advice you receive is top class.

We have also heavily invested
in new training and
technologies in all of
our other departments.

New era for Northern Ireland!
         New era for Cavanagh Kelly!

From Left: Des Kelly, Aeveen Daly & Sean Cavanagh

‘ ‘

ACCO U N T I N G  S O F T WA R E

New Partner
We are therefore delighted,
as part of that plan, to welcome
Aeveen Daly as a new partner.

Aeveen brings to the practice a wealth of
experience at a high level both in industry
and practice.  She is also a qualified tax
specialist, having passed her CTA exams.
Aeveen will have a portfolio of audit clients
and will also be closely involved with our
growing consultancy division.

New Skills
We fully recognise that our most important
asset is OUR PEOPLE.  We are very fortunate
in having highly committed and talented
people who have acquired the range of
skills to meet our client’s needs. Our new
intake of 11 this year, all additional staff,
represents our investment in the future.

Management
Consultancy
We welcome to our team Gerard Gildernew
who has for many years worked on major
projects in the public sector.  Gerard will
continue to develop this sector and he will
continue with his audit and tax portfolio.
Our firm is now an approved provider of
services to the NI Civil Service Management
Consultancy frameworks.

New Book-keeping
Department
Our smaller clients have been and will always
be of major importance to us and following
many requests from them, we have now
formed a dedicated book-keeping department
to deal exclusively with VAT and PAYE Returns,
book-keeping advice, whether computerised
on Sage etc, or manual.

As the Irish political and
economic situation develops
we at Cavanagh Kelly are also
developing and modernising our
practice to ensure that all our
clients (both large and small)
will continue to have available
a fully comprehensive and up to
date service.

In simple terms our practice is
totally committed to moving with
the times.  We want to share with
you what we are doing to achieve
this.  One very important part of
our plan is the development of
key people in the practice...
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Pre Budget Special -
Bad news for business!

The new chancellor has not started as the ‘darling’ of the business
world with his first report.  There has been universal dismay at the
introduction of a simple across the board 18% rate of capital gains
tax, nearly double the 10% rate normally payable by business people.

Below we set out a simplified version of the main proposals.
A full analysis has been sent individually to our clients.

CAPITAL GAINS TAX
THE LOSERS
Until now individuals or partnerships selling
a business asset normally paid only about
10% tax on any profit on sale – as from 5
April 2008 the tax rate increases to 18%.
Worse still, because of the abolition of
‘indexation’, the 18% rate will be levied on
inflationary gains as well as real ones - this
means that, for example, farmers with land
held over many years, will face 18% tax when,
up to now, it might have been close to NIL.

PLAN NOW!
Business people thinking of selling a business
or certain business assets will now have to
think hard and possibly accelerate the sale
before 5 April 2008.

THE WINNERS
It wasn’t all bad news on this front – people
with NON BUSINESS ASSETS, i.e. investment
assets such as let properties or second homes
will, from 5 April 2008 only pay tax at 18%
on any profit on sale.  Up to then, the tax
could be up to 40%.

There are major tax planning issues arising -
the main decision will obviously be –
DO I ACT NOW OR WAIT UNTIL 6 APRIL 2008?
Many will prefer to delay a sale until after
5 April 2008, and going forward - is the
corporate entity dead as a vehicle to hold
investment properties?

Our tax department will be very willing to
advise further.

N.B. These proposals do not apply to
companies – they pay corporation tax on
capital gains.

INHERITANCE TAX
THE WINNERS
This comes in 2 main categories.

The winners are those who have not made
any planning.  Where both are alive, the
£300k is automatically available to the
surviving spouse giving a total of £600k
(2 x £300k).

Equally a person who is currently a widow
or widower will win.  If the deceased spouse
had not used up the £300k allowance the
widow(er) can now avail of this unused
£300k and have a total of £600k available
on death (it doesn’t matter how long the
first person is deceased).  This is excellent
news for a widow(er) living in a house worth
over £300k – it can, in many cases be
transferred to another generation tax free.

However there was an element of ‘spin’ in the
release of the information.
A lot of people thought that the increase from
£300k to £600k was available to each person
(i.e.  husband and wife would have
2  x  £600k  =  £1.2m).   This is not so.

Equally where people had carried out will
planning with the so-called ‘NIL rate band
trusts’, they may wish to now review this.  They
may now prefer their £300k tax free allowance
to go straight to the surviving spouse.

Indeed in some cases, people with a NIL Rate
band trust could end up worse off.  We will be
willing to help review these.This is only a summary of the main proposals -  contact our tax department for further details.

1:

2:

The controversial ‘planning gain supplement’ referred to in previous bulletins has now been scrapped.  This is a major U-turn for the government
and is excellent news for developers.  Especially with the downturn in development of sites, they can now hold or ‘ bank’ those sites without any
fear of an additional tax when they develop them. This PGS will be apparently changed to a ‘roof tax’ system but no details are available.

Development Land Tax  -  GOOD NEWS FOR DEVELOPERS
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Construction News

VICTORY AT LAST!
Husband & Wife Companies

Call our office on:

 028 8775 2990
 for information on
any of our features

The House of Lords have ruled in favour of the taxpayers rather than
the Revenue in the Artic Systems case which has been going through
the courts for the last 4 years.

The case was taken against a company set up by a married couple in which
the husband and wife both owned a share.  The husband worked in the
company, and as a shareholder the wife was able to share in the profits of
the company by receiving a dividend.  The Revenue challenged the situation
and tried to tax the husband on the dividends received by the wife.

The House of Lords however found in favour of the husband and wife and
ruled that the dividends paid to the wife were taxable ON HER and were not
part of a settlement under which they should be taxed on the husband.

HM Revenue & Customs cannot appeal the decision of the House of Lords
but they were not happy with the outcome.  The tax law will remain unchanged
for the moment but it is anticipated from our reading of the Pre Budget Report
in October 2007 that the Revenue will seek to change legislation in their
favour in the future!

2. SUB-CONTRACTORS
WORKING IN REPUBLIC
OF IRELAND (ROI) –

Don’t get caught by the ROI regime!

A lot of Northern Ireland sub-contractors are not
aware that if they are working in the Republic of
Ireland and have a C2 Certificate for the Republic,
if they employ any sub-contractors from the North,
they cannot pay them gross unless those (Northern)
subcontractors ALSO have an C2 Certificate.

Many think they can pay those subcontractors under
their own certificate but this is not so – where the
“sub-sub” contractor does not have a C2 Certificate
35% TAX HAS TO BE DEDUCTED.

1.  SUB-CONTRACTORS
Do not lose your “gross” status!

Sub-contractors operating under the CIS scheme
will be well aware that if they don’t get the OK
to be paid “gross” then they lose 20% from each
payment to them.  We have seen some sub-
contractors losing this “gross status” because
they have unfortunately been late with either
their CIS Returns or payments or their own
personal or company tax matters.

All sub-contractors are being reviewed annually
so it is vital that all tax matters are kept up to date.

If you lose your “gross” status, you can appeal
and you can continue to receive your monies
gross until the appeal is heard.
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BUDGET
2007
Robinson’s punt!

VAT Registrations –
Prepare for a long wait!
In recent months there have been huge delays in the Vat registration
process, (anything up to 8 months or longer), due to more detailed
checks being performed by Revenue & Customs following Carousel fraud.

If your business has been caught up by this delay it is ok to raise PRO-FORMA
invoices before registration showing the gross amount due from the customer.
Upon receipt of the Vat registration number, FINAL INVOICES must be raised
from these Pro-forma invoices.  Then and only then can your customers claim
this Vat back – delaying their cash inflows.  Some of our clients are already
receiving opposition from major customers due to this delay and our clients are
having their own cash flow difficulties as purchasing from other EU states means
incurring foreign Vat.

Credit Crunch Alert –
Trouble Ahead!
The last few months has witnessed an unpredictable
level of anxiety over the financial institutions with
huge problems arising in the sub-prime lending
markets and the latest High Street building society,
Northern Rock having to be bailed out by the
government and ‘blue chip’ companies such as Merrill
Lynch reporting losses of £2bn.

The latest problem is the decision by some lenders to
take a much harder attitude towards IVA’s (a popular way
of reconstructing personal business debt issues).

All of this spells trouble for people and business with
high borrowings - the days of “easy money” are over.
This in turn will lead to a much stronger line on repayments
and interest charges.

We predict a large increase in many businesses and
individuals seeking
options to find a way out
of the inevitable financial
difficulty.  The key to
resolving any difficulty is
always – SEEK ADVICE
EARLY – it can never be
too early as a rescue
strategy is always more
likely to succeed when
started early.  Don’t
hesitate to contact our
Business Recovery
Department for advice.

National Minimum Wage
New Rates from 1 October 2007
The national minimum wage rates per hour from
1 October 2007 are:

Main rate for adults aged 22 and over - £5.52

Development rate for 18 – 21 year olds - £4.60

Development rate for 16 -17 year olds - £3.40

The first fruits of devolution have
been presented and whilst it is
in the main, old wine in new
bottles, we like the new bottles.

Firstly the old wine – Peter Robinson now acknowledges that there is only a small amount of extra
cash coming from the Treasury in London, so he has had to re-jig the current money available
to him, sell off some of the family silver and get £800m in an efficiency drive.  As well, there is
general agreement that there will be no major concessions from London in respect of corporation tax.

However, Mr Robinson has certainly made the best of what he’s got, and for local business the
news is good.

Firstly the rates freeze, even if only for 3 years, is excellent news for our manufacturing clients.
Secondly if, as promised, the savings in public sector costs go into supporting growth in the
private sector, that’s also excellent.

He has already set up a 3 person economic ‘watchdog’ committee (2 from the private sector) to
oversee this cost cutting exercise so he does mean business.  We will of course be very interested
to see how that translates into practice.  The Enterprise Trade & Investment budget rises to
£214.2m so hopefully we shall see a raft of new incentives from Invest Northern Ireland (see page
5 for our current grant news), particularly for regional development.

It will be very interesting to see how the two main political parties ‘manage’ their different
viewpoints but this is the start we’ve all waited for.  This budget demonstrates a willingness
to ‘have a go’ so good luck to him – he’ll need it!
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‘Go For It’ - Start A Business Programme
This programme was set up by Invest NI in conjunction
with Dungannon & Cookstown Enterprise Centres. It
offers free business advice, training and mentoring for
those considering self-employment.  Grants are available
for both full time and part time businesses.

Tradelinks
This programme is funded by INTERREG and run in
conjunction with Dungannon and Cookstown Enterprise
Centres and Magherafelt via Enterprise N.I.  It offers
specialist advice and mentoring available to companies
across Northern Ireland and the border counties of
Louth, Monaghan, Cavan, Leitrim, Sligo and Donegal.

Purple Dot – Business Improvement Team
This programme is run by Dungannon Enterprise Centre
and provides specialist coaching and support to
developing businesses in the areas of Marketing, Sales,
Finance, ICT and H.R.

Northern Ireland Screen Fund 2007 – 2010
This is a fund set up by Invest NI to encourage
investment in the Arts and in particular the digital
media, TV & film.  It can provide loans of up to
£100,000.

ENI Loan Fund
A partnership of funders (Enterprise Northern Ireland,
Invest NI and the EU) has been established to
provide new and existing businesses in the Cookstown
area with loans of up to £20,000 at an attractive
interest rate of 6%. This is organised through
Cookstown Enterprise Centre.

Seminars & Training Courses
Free Training for Women – the following free
courses are being given by Breakthru Training:

CMI Level 3 Introductory Certificate in
Management (6 weeks)

CMI Level 3 Introductory Certificate in
Business Start Up (6 weeks)

Exploring your new business idea
(4 weeks)

Using ICT to improve your business
(4 weeks)

Cookstown Enterprise Centre is running the
following course:

“Health & Safety and Employment Law”
- 15th November 2007

New INI Scheme for Small Businesses
Invest Northern Ireland are currently operating a pilot scheme entitled “The Growth Accelerator Programme”
aimed at reducing the paperwork and cost associated with submitting a claim for grant assistance.

R & D
Whilst no new programmes have been announced, it is worthwhile recalling the 3 main grant sources.

1. Compete
The most popular & well known.

Phase 1 –
grant to 50% (max £15k)

Phase 2 –
grant to 40% (max £250k)

2. Product & Process Programme
Up to 40% grant (max £35k)

3. NI Tech Growth Fund
Venture capital fund
with investments 
from £30k - £250k.

Grant News...What’s available
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New Appointments
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New Payments System for Clients
We now accept all major credit and
debit cards thus offering an easy way
of settling accounts in person or by
phone.  Contact Karen for details on
this payment method.

Congratulations to Clare McGerr on her
promotion to Manager in Business Services
and to Karen McLernon on her
appointment as Credit Controller.

We also welcome to the practice:

Tax :

Business Recovery :

Business Services :
(Dungannon)

Business Services :
(Magherafelt)

Corporate Services :

Book-keeping :

Admin (Dungannon) :

Admin (Magherafelt) :

Congratulations!
Congratulations to the following
students on their recent exam success:

Professional 3 : Linda Allen
Ciara Mallon

Professional 2 : Anna Devlin
Diana Lynd
Sarah Sloan
Kristina Benson

IATI 2 : Yvonne Canavan
Emma McConville

IATI 1 : Michelle McKillion

ATT (Tax) : Una McGinn

Lesley Austin

Michelle Muldoon
Nichola McCarren

CAVANAGH KELLY
PRACTICE NEWS

CHARITY NEWS
World Hospice Day was on Saturday
6th October 2007.  Cavanagh Kelly staff
marked this special day by abseiling
down the Europa Hotel in Belfast.

All sponsorship received will be donated
to Northern Ireland Hospice Care.

Northern Ireland Hospice Care provides
a special way of caring for adults and
children with life threatening and life
limiting illnesses.

You can sponsor Cavanagh Kelly online via  www.justgiving.com/cavanaghkelly
Donating through this site is simple, fast and totally secure.  It is also the most efficient way to
sponsor us:  Northern Ireland Hospice Care will receive your money faster and, if you are a UK taxpayer,
an extra 28% in tax will be added to your gift at no cost to you.

Donations can be made via this website up until 30 November 2007.  Many thanks for your support.

Good news for NI Employers
 with cross border workers

The Revenue Commissioners in Dublin have just announced (October 2007) that it is prepared to
allow cross border workers to earn money in the Republic without double deduction of PAYE.

The old system meant that while workers from the North (and on a Northern Paye system) were in
the South for more than 60 days in a year they were also subject to Southern PAYE and PRSI. That
period is now extended to 183 days and will relieve many (Northern) employers of this ‘double dunt’.

From 1 October 2007, the following provisions of the Companies Act 2006 came into force.

A statutory statement of directors duties setting out the responsibilities of directors.

Directors report for “medium” sized companies to include a BUSINESS REVIEW.

Private companies are no longer required to hold AGM’s.

It will become easier for a private company to make more decisions by written resolution of its
shareholders.

As mentioned in our earlier edition, the Companies Act 2006 brings about the biggest change in company
law for over 20 years.  We will keep you informed of the roll out of the various parts of the Act as it
happens through 2007 and 2008.

company law changes
                            - effective from 1st October 2007

Ruairi McGarry
Levina Casey
Colm Cavanagh
Brian McCrory
John McCamley

Rachel McCann
Celina McGoldrick

Bernadette McCullagh
Gerard Gildernew



Letting residential properties -
                        Get VAT back on some refurbishments costs

GOING ABROAD?
Watch your Cash!

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

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.

17 Church Street
Magherafelt
BT45 6AP

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

38 Northland Row
Dungannon
BT71 6AP

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

ROI VAT Returns  - New Arrangements

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.

A.M. Daly  B.Sc. (Hons)  A.C.A.  C.T.A.

As & From 15 June 2007, individuals travelling
directly to or from a non-EU country must
declare to HMRC any sums of cash in excess
of ¤10,000 or more (or its equivalent in the
relevant currency) that they are carrying.

Cash includes:

The declaration is made on a duplicate form
C9011.  The top copy is posted in the relevant
box at the airport or port and the duplicate
copy is retained as evidence is requested by
HMRC officers.  If this procedure is not
complied with customs officers might seize
the cash arguing that it might not be for
business purposes.

Residential letting is exempt from VAT meaning that any VAT incurred on refurbishments to such
buildings cannot normally be reclaimed.

However, in some cases, materials supplied by a builder for refurbishment can be charged at 5%
instead of the normal 17.5% resulting in a saving of 12.5%.

this lower rate of vat can be applied in the following situations:

refurbishment of a residential building that has been empty for 3 years (2 years from 1 January 2008)

conversion of non-residential buildings to residential buildings

conversion of a single property into a number of flats

it cannot be applied, however, in the following situations:

construction of extensions

where materials are bought by the individual – they MUST be provided by the builder

For further information contact our tax department.

•  Notes & Coins
•  Bankers Draft
•  Any form of cheques,
    including travellers cheques.

The number of Republic of Ireland VAT Returns you must file has been reduced TO 2 PER YEAR in
comparison to the 6 at present for traders with VAT payments below ¤3,000 per annum.

The first return under the new arrangements will cover the period of July to December 2007.

Filing and due date of payment of any liability is still due by the 19th of month following the period end, e.g.
July - December 2007 is due by the 19th January 2008.

In comparison, traders with annual VAT payments in the region of ¤3,000 to ¤14,000 will make three VAT returns
per year while those with VAT payments in excess of ¤14,000 will continue to make bi-monthly VAT Returns.

Traders claiming regular VAT repayments will also continue with the bi-monthly arrangements.

Please contact our book-keeping department if you have any queries.


