
The Chancellor's announcement that he is deferring the planned 5% increase in local
business taxes shows that entrepreneurs can expect at least some small gestures of
sympathy for the economic uncertainty ahead. But the truth is it’s never been more important
for businesses of any size to keep on top of tax. The changes and challenges of the coming
year mean a co-ordinated and up-to-the-minute tax strategy is essential.

See overleaf for our brief overview of current tax matters.
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Don’t miss out on tax planning opportunities. 
Planning for the year ahead will benefit your business.
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The family business
Employing family, whether a spouse or child can reduce
overall tax exposure and it can also open up tax planning
options for when you decide to pass the business on to the
next generation.

Expenses
HMRC has extensive and changing regulations on what
expenses can and cannot be claimed against tax. The rules
governing whether late night taxis are a taxable benefit or
not, for example, run to five pages. Naturally, you will want
to make sure your business is claiming all available
expenses. Professional guidance can ensure your business is
making the right claims, and at the right time: incurring
expenditure just before the end of the accounting year
means you can claim any available tax relief a year earlier. 

For 2009/10 the first £50,000 of capital expenditure
receives a 100% allowance while expenditure in excess is
subject to a 40% first year allowance claim.

Business rates
The Department for Business, Enterprise and Regulatory
Reform (BERR) has announced the Government’s intention
to reduce business rates by up to 50% for rateable values
under £15,000, rising to £21,500 for businesses in London.

If you are unsure about how to apply for the Small
Business Rate Relief Scheme, please ask. 

Do you have a home office?
The number of people working from home has soared.
According to a report by Enterprise Nation, almost half of
this country's SMEs are based at a residential address, and
60% of new businesses start out of a home office.
Frustratingly, the complex tax rules governing this situation
mean few are receiving the full benefit. Yet if you arrange
your business affairs in a clear and demonstrable way, you
can claim a number of expenses. Potentially, depending on
usage, area and working time, you can claim an
apportionment of both fixed and running costs. Utility bills,
mortgage interest (or rent), water rates and general repairs
may all be eligible, as is telephone line rental and cleaning.
HMRC officers are now instructed to ‘accept a claim on any
reasonable basis’. Naturally, any such claim should be
diligently prepared. If you are working from home and
qualify, please talk to us. 

The new penalty regime
HMRC introduced a demanding new penalty regime this
April. Individuals and business owners now face up to 100%
penalty for deliberately underpaying tax and taking steps
to conceal this. The Department also has wide ranging legal
powers, including rights of entry for all business premises
(including home offices), whether announced or not, and
they can also demand the production of documents by any
person involved in the supply of good and services. If you
are unsure if your business records will stand up to scrutiny,
seek our advice. 

The 2009 Budget introduced a further raft of changes to
the penalty regime from April 2010.

Incorporation
Forming a limited company is a natural step in the
evolution of many, but certainly not all, businesses. As well
as limited liability and legal protection it confers some tax
advantages, although they come at a price. Your statutory
responsibilities increase, and you will have less flexibility
about how you withdraw profits from the business. There is
also the administrative cost to factor in. We are available to
talk to you about whether incorporation might be right for
your business, when and how to proceed. 

Making the most out of losses
Even a trading loss presents opportunities. The ability to
carry tax losses back or forward  requires a planning
approach that takes into consideration a number of factors,
including your personal tax situation and the circumstances
of your business. Special relief is available for businesses
that incur losses in the first four years of trading.
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Ask us about how we can help make your
business more tax efficient.


