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Minimising
the tax bill

'Tax deductible expenses

You will pay tax on your taxable profits,

so it is essential to claim all deductible
expenses (many costs and expenses will already
be included in your accounting records).

These will include all the direct costs and overheads you
incur in running your business. You will need to keep
adequate records. With HMRC’s Making Tax Digital (MTD)
initiative requiring businesses to make use of a fully digital
tax system, software is vital.

Generally, it is better to incur expenditure just before the end
of your accounting year, rather than just after, because you
will be able to obtain tax relief one year earlier.

Capital Allowances

The majority of businesses are able to claim a Between 1 April 2021 and 31 March 2023, companies
100% Annual Investment Allowance (AIA) on investing in qualifying new plant and machinery will

. . . benefit from new first year capital allowances. A compan
the first portion of expenditure on most types Y P pany

will be allowed to claim:

of plant and machinery (except cars).
a super-deduction providing allowances of 130% on

The AIA applies to businesses of any size and most most new plant and machinery investments that
business structures, but there are provisions to prevent ordinarily qualify for 18% main rate writing down
multiple claims. Any annual expenditure over these allowances

amounts enters either the 18% pool or the 6% pool, a first-year allowance of 50% on most new plant

attracting a writing down allowance at the appropriate
& & pprop and machinery investments that ordinarily qualify

rate.
for 6% special rate writing down allowances.

The maximum amount of the AIA depends on the date of

the accounting period and the date of expenditure. From New cars with CO, emissions also qualify for a 100% FYA.
1 January 2019, the AlAincreased to £1 million for three Other cars will enter the 18% or 6% pool according to the
years reverting to £200,000 on 1 January 2022. Complex level of CO, emissions.

rules apply to accounting periods straddling 1 January

2022.
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Involving the
family

Employing family members and paying them a
salary and benefits can be tax-efficient, but you
will need to be able to justify the amount paid.

Bringing family members into the business can give
you flexibility and potentially prove a very tax efficient
way of passing on the family business.

There are, however, anti-avoidance provisions which
need to be considered. Depending on the
circumstances, it may also be beneficial to bring family
members onboard as partners or company
shareholders.

A word
about VAT

As your business
grows, there may
be advantages to
incorporating.

VAT registration is mandatory for most businesses once turnover has exceeded £85,000 in the
previous 12 months, or is expected to exceed £85,000 in the next 30 days, though many businesses
register voluntarily. Under the Making Tax Digital for VAT (MTD for VAT) regulations, from most
businesses with a turnover above the VAT threshold are required to keep digital records for VAT
purposes and provide their VAT return information to HMRC using MTD functional compatible

software. Please speak to us for advice.
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Your business
structure

Tax changes over recent years have made it increasingly important to consider carefully
whether it is best to run your business as a sole trader (an individual), a partnership (two or
more individuals or companies), a limited liability partnership (LLP) or a limited company.

There is no easy answer to this question. Each situation must be judged individually. As well as
the tax and national insurance issues, you will need to consider such things as the nature and
expected rate of growth of the business; the degree of commercial risk; administrative
obligations; pensions and retirement; and your personal preferences.

In the early years of a business, operating as a sole owner is often attractive because funds can
be used with fewer restrictions. But as your business grows, there may be advantages to
incorporating.

4 X

Limited liability - a shareholder, having paid fully for ~ There may also be disadvantages to forming a limited

shares, cannot normally be required to invest any more  company. Strict company law formalities must be

in the company, although personal guarantees may be  observed. There may be legal and administrative costs,

required. including new accounting records, a new PAYE system,
. . new business tax reference, new VAT registration and

Legal continuity - companies are separate legal new stationery. The company will be taxed on the

entities, can exist indefinitely, own property, sue and be profits of each accounting period and a company Tax

sued. Return must be filed.

Ownership transfers - effective ownership or part
ownership of the business may be readily transferred.

Dividends - retained profits are free of income tax, but
shareholders can be paid in dividends (currently lower
rate of income tax and free of national insurance
contributions (NICs)).

These are just some of the issues to consider when deciding upon the most suitable structure for your
business.
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This guide gives an overview of
just some of the ways in which
we can minimise your business
tax bill and hopefully help
make you wealthier.

Please contact us for further
information and advice.

Lixiting your
business

. . We can help you to:
Everyone in business should have a personal

exit strategy. Its details will depend on estimate the current value of your
individual circumstances, but you need to business

consider whether you will be passing on the maximise the sale price

business to family members; selling your decide the best time to sell

shares to co-owners; selling the business to minimise your capital gains tax

the workforce or a third party; or perhaps minimise your inheritance tax liability

floating the company publicly.
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IFor information of users

This material is published for the information of clients. It provides only
an overview of the regulations in force at the date of publication, and no

action should be taken without consulting the detailed legislation or
seeking professional advice. Therefore no responsibility for loss

occasioned by any person acting or refraining from action as a result of
the material can be accepted by the authors or the firm.

Date of publication : August 2021
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