(L/) Clouds and silver linings

ven in these difficult times with

depressed asset values, there are
interesting tax planning opportunities that
should be considered so that the tax system
can be made to work to your benefit. Over
the next few issues of MoneyLine we will
consider some of these opportunities
starting with inheritance tax and how to
manage and minimise any future liabilities.

If you are looking to give to future
generations, now might be the perfect time
to give tax efficiently.

As share values plummet and property
prices decline the value of your estate could
be at its lowest point for some time, and
therefore the tax "cost" of lifetime gifting
maybe be minimal, or even nil.

There are three key ways to minimise IHT
on your gifts:

. Exempt transfers - gifts with a value
of less than £3,000 per annum;

. Potentially exempt transfers (PETs);
. Gifts out of income.

We will now look at the first two points in a
little more detail. (We will cover gifts out of
income in our next issue.)

If, for example, the value of an
investment has dropped below £3,000,
m you will be able to give this away now

with no IHT due, assuming no other gifts
have been made in the current tax year.
Furthermore, if your allowance of £3,000
was not utilised in the prior year this may be
carried forward for a period of 12 months.
The result being that a maximum of £6,000
could be gifted now, free from IHT. As the
allowance attaches to individuals, the
maximum allowance figure is doubled for
married couples to £12,000.

PETs are gifts made during a tax year that
are above the £3,000 annual allowance that
still fall within the IHT nil rate band,
currently £312,000 (and set to rise to

£325,000 in the next financial year.)

A PET is exempt from IHT provided it is
made more than seven years prior to the
death of the donor. With prices falling, a
second home, an investment business or
a share portfolio that would not have
satisfied the conditions to be a PET
previously, may well do so now. If IHT
does become due on the death of the
donor, the tax due is calculated by
reference to the date the transfer was
made, locking in lower values now,
especially relevant for appreciating assets.

Whilst such transfers can be IHT free,
capital gains tax (CGT) may be levied in
the tax year the gift is made. Here again,
falling asset values work in your favour.
This is because CGT is calculated by
subtracting the acquisition cost of the
asset from its value at the time that it is
gifted. There is also a £9,600 annual CGT
exemption. As many asset values have
fallen, it is possible that there is currently
no CGT to pay upon gifting.

This will be the first time that the
budget has fallen after the start of the
new tax year.
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In this issue .....

elcome to the new-look
MoneyLine.

The format has been streamlined so that
you can be kept up to date at a glance
with the latest ideas and technical
developments in the world of finance and
tax. In this issue we focus on the current
economic climate and the risks and
opportunities that face small / medium
sized businesses and individuals.

Whether it is through asset management
or looking for ways to strengthen cash
flows, the articles aim to be informative yet
practical so you can consider any actions
that should be taken to enhance your own
personal position. We plan to issue the
newsletter quarterly, with a special edition
for the Budget in April.

We would value feedback on the content
of the newsletter, so feel free to send us
your comments. Finally, may | say that we
hope you enjoy your read and that you like
the updated feel of the quarterly
newsletter from Robson Taylor.

Want to know more?

For many of the items covered in
MoneyLine we have prepared Fact
Sheets covering the subject in more
depth. These can be accessed through
our website www.robsontaylor.co.uk

We are always pleased to meet and
discuss the relevance of a particular idea
or opportunity so don’t hesitate to make
contact.

Ruth Foreman

r.foreman@robsontaylor.co.uk
info@robsontaylor.co.uk

Visit us at: www.robsontaylor.co.uk



@ Horizon watching

Compulsory employer pension contributions will be phased in from
2012. The employer contribution will be 3%, the employee contribution

4%.
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are not suitable for high earners.

arranged.

If an employer does not have a qualifying pension scheme for its
employees, it will have to contribute into the Government framed

Personal Accounts.

Personal Accounts will be somewhat more restricted than private

schemes in the following ways:

We would advise reviewing arrangements, at least so the administrative
burden is understood and the pressure on salary levels can be

From 1 January 2010 the requirement to complete an EC Sales List for
HMRC is being extended to cover the supply of services to another

business in the EC.

The range of investment options will be much narrower due to the very

low operating costs.

All employees will be enrolled from day 1 whereas private schemes allow

a probationary period of 3 months.

Total contributions will have a cap of £3,600 and therefore the schemes

@ Cash is King

hings to keep in mind to ensure you are
maximising the cash flow available to you:

Don't fall foul of the new penalty regime for
errors in VAT returns which is effective for
returns submitted after 1 April 2009. These can
be punitive depending on how HMRC assess
the wilfulness of the error.

HMRC will accept claims for carry back of
losses based on 11 months’ management
accounts. This can significantly shorten the time
frame for having the cash benefit of the tax
repayment.

Maximise your R&D claim. Such claims are not
exclusively for businesses in the technology
sector and can be made up to 2 years after
your year end.

Owner/Managers can access cash in their own
corporate pension schemes. There are 5 key
tests to be satisfied covering security, interest
rates, term of loan, maximum amount of loan
and repayment terms. One point often missed
is that although the loan must be secured on an
asset of value at least equal to the value of the
loan, this doesn’t necessarily have to be an
asset owned by the company.

Loan agreements aren’t available to those with
Self Invested Personal Pensions (SIPPs).

HMRC are introducing a relaxation of the current rules to allow
repatriation of cash from foreign subsidiaries of large and medium

companies if paid as dividends, without any UK tax consequences. The

legislation is currently draft and it is anticipated these rules will be

However it is possible for the individual or
company to sell assets (e.g. shares or
commercial property) to a SIPP thus freeing
up cash. The SIPP can (subject to certain
criteria) borrow to fund the transaction.
Depressed market values may make such
transactions worthy of consideration as the
assets are staying within the individual's
whole portfolio, although the tax
consequences need to be fully understood.

Tight management of customer credit is
crucial:

¢ Offer finance only to credit-worthy or
strategic customers

¢ Research credit-worthiness
thoroughly
¢ Assess the trade-off between credit

risk and low profit margin sales

Pro-actively manage your bank relationship:

* Deliver good quality monthly accounts
in a timely way

¢ Produce a rolling cash report updated
for current sales activity so you are
prepared and avoid surprises

included in the Finance Bill 2009.

If your personal earnings are lower, elect for
reduced tax payments on account.

And profit is a matter of interpretation

One of the most damaging things to happen
to a business is to have its credit standing
downgraded.

This is happening currently to businesses that
don’t otherwise justify such action by the
rating agencies, just because the whole sector
is deemed to be at greater risk.

It is therefore worthwhile considering how to
mitigate any adverse impact of the information
that is available about a business in the public
domain.

Typically this consists of the accounts that are
filed at Companies House.

It can be hugely damaging to file accounts
late, but also it is worthwhile reconsidering
whether to change from filing abbreviated
accounts to filing full accounts.

Abbreviated accounts give no clue as to the
size of a business (either in terms of turnover
or profitability), which can be important if
potential customers are researching suppliers.
Credit agencies will always assume the worst
if information is not available to them.

Visit us at: www.robsontaylor.co.uk
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@) Enterprise finance guarantee scheme (EFGS)

obson Taylor have already assisted clients in obtaining

finance through this scheme.

The scheme can be used to support new loans, refinance existing

loans, or convert part of an overdraft into a loan to release
capacity for working capital requirements.

Details on the operation of the scheme are available from various

bank and public sector websites, or contact us for a copy of our

Fact Sheet.

The key point is that the business must be viable but subject to

that the scheme will fund:

. Working capital

Operation of the scheme is delegated to the participating banks.

If you are interested in exploring the EFGS for your business, the

start point should be a business plan and financial forecasts.

Contact us if you would like assistance with this.

. Investment by businesses seeking to grow

@ R&D tax credits

ith cash flow becoming more critical

for businesses, looking at whether a
qualifying R&D claim can be made must be
at the top of every company’s ‘to do’ list.
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The rules regarding time limits for R&D
claims are very tightly drawn (within 24
months of the end of an accounting period);
consequently claims need to be dealt with
promptly after a company's year end. The
strict conditions regarding qualifying
expenditure mean expert knowledge is
required to successfully deal with claims.
Where claims have been overlooked we
have successfully recovered relief going
back several years. This means a cash
inflow to most companies either by way of
refund or by reduction of corporation tax
payable. For companies continually
investing in R&D this is a vital part of their
strategy. Other companies may embark
upon a one off R&D project for which a
claim will improve their cash position.

In recent years Robson Taylor has built up
a reputation as one of the region's most
experienced firms operating in this area.
We have a proven track record in obtaining
substantial tax refunds for R&D businesses

across various industry sectors.

We are able to provide assistance to
companies in all areas of industry whether
or not a claim has previously been
submitted. We can also provide a second
opinion, and in special circumstances,
review and advise on the status of existing
claims.

It is important that full consideration is given
as to whether a valid claim exists; many
companies fail to identify this lucrative tax
incentive despite clearly satisfying the
necessary criteria. Our simple 5 step guide
below should indicate whether a claim
should be considered.

* Does the business produce a
product or provide a service which is
considered innovative in its field?

* Is the business run through a
company (and not a sole trade or
partnership)?

* Is the company liable to corporation
tax?
* Is the company a going concern?

* Does the company pay over
£10,000 PAYE in relation to
employees each year?

If you are able to reply yes to each of the
above questions, then you should
consider making an R&D claim under
either the Small and Medium Enterprises
(SME) scheme (175% relief) or the Large
Company Scheme (130% relief). If you
are able to claim under the SME scheme
then you can potentially receive a payable
tax credit of up to £28 for every £100 of
R&D expenditure incurred.
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¢ Does the company have under 500
employees, turnover under €100m and
a gross balance sheet total not
exceeding €86m?

¢ Does the company own the Intellectual
Property to which the R&D
expenditure relates?

¢ Can you confirm that no subsidies or
state grants are received in respect of
R&D expenditure?

Visit us at: www.robsontaylor.co.uk
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Robson Taylor has strengthened its tax
team by appointing Matthew Sewell as
Tax Director. Matthew originally joined
Robson Taylor in 1999 dealing with owner
managed businesses and has since spent
eight years at Ernst & Young in Bristol within
the corporate tax team working with
businesses from large listed multinationals to
smaller local-based companies within a
variety of industries.

S imon Brownell has reason to

celebrate following his
qualification as a Chartered

Accountant in February 2009.

No sooner had this celebration begun
to wane than the party started again
as a result of his promotion to
Assistant Manager within the audit
team.

Ruth Foreman, Managing Partner, said “With Looking beyond the haze of the

over 12 years experience he is well placed to assist the firm in their celebrations, Simon is keen to start
continued growth and delivering a complete tax service to the local working within his new role, and is looking forward to
market place”. strengthening the Robson Taylor audit team.
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Robson Taylor is pleased to support Changing Faces, the UK’s leading charity that supports and (V)
represents anyone of any age who has disfigurements to the face, hands or body. These can . Q)
. - . ) . - Changing U
be caused by birth conditions, accidents, cancer treatments, paralysis and eye and skin conditions.
the way you face
. . L . . disfigurement
It is their goal to enable everyone to face disfigurement with confidence and to create a better and \'\

fairer future by offering personal support for individuals and families, training for teachers, employers www.changingfaces.org.uk
and health care professionals and campaign for social change in negative attitudes towards people
with disfigurements.

Registered Charity No: 1011222
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T he word ‘Trillion’ has entered our vocabulary of late.

This is a number that it is difficult to grasp the magnitude of. ,f(

Froomsgate House
Rupert Street
Bristol BS1 2QJ

T: 0117 929 0039

To help ‘size’ the concept, therefore, if 1 represents 1 second, then:
1million is 11 days

1 billion is 30 years www.robsontaylor.co.uk

1 trillion is 30,000 years

lllustrations by Honor Ayres

When woolly mammoths roamed the earth! E: honor.ayres@blueyonder.co.uk

This publication is designed to present general matters of interest relating to taxation, accounting and business matters. ‘MoneyLine’ has been prepared for general guidance only and should not be
acted upon without specific advice. Please contact us if you require further information and before taking any specific action

Robson Taylor is a limited liability partnership registered in England & Wales (No. OC332004) whose registered office is at Charter House, The Square Lower Bristol Road, Bath, BA2 3BH
An independent member of DFK International a worldwide association of independent accounting firms and business advisers.
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A list of members of Robson Taylor LLP is available at our Registered Office.



