UP TO DATE DEVELOPMENTS IN TAX AND BUSINESS PLANNING







A quarter of Britain's small and
medium-sized firms regard the
state of the economy as their
biggest current concern, and
nearly a third describe the
present situation as a fully blown
recession, according to a new poll
by the Orange SMS Business Jury.
Overhead costs (23%) and fuel
costs (17%) are the other major
concerns, suggesting that
businesses are increasingly worried
about the need to economise.
Keeping a strong and steady
cash flow through a business is
critical at all times, but particularly
during periods of market
uncertainty. Without it, firms cannot
pay staff on time, fulfill new orders

or purchase supplies and equipment.

Nevertheless, many firms fail to
take even the most basic
precautions. The Bank of England
estimates that only half of all
companies agree their payment
terms in writing.

Here is a checklist of some

basics to help you improve your
everyday cash flow:

® Get paid more quickly - Ask
your customers to pay sooner or ask
for full/part payment in advance. You
could also look at offering a discount
if they pay by an agreed date.

® Avoid late payments and
non-payments - Agree payment
terms in writing and set them out
clearly on all invoices. Issue invoices
promptly and carry out credit checks
on potential customers. Consider
including a retention of title clause
in your contracts for the sale
of goods.

® Be alert to customers
changing their behaviour - If
customers start post-dating cheques
or become difficult to get hold of, it
could be a sign they are struggling
with cash flow.

® Chase debts - Be prompt and
systematic in chasing debts and be
firm when you ask for payment.

® Seek extended credit terms
- If you are in a strong negotiating

position, ask your suppliers to give
you extended credit terms.

® Consider factoring -

Debt factoring may be one way

of getting cash into your business
quickly. This involves selling your
invoices to a debt factoring
company against which you can
draw loans.

Once you have the basics in
place, you can use cash flow
forecasting to identify problems,
avoid cash crises and help make
business decisions. For example,
over the longer term you may need
to review and rethink recruitment
and investment strategies, lease
rather than buy equipment, sell
assets or arrange bank loans and
overdraft facilities to cope with
short-term downturns.

Now is also a good time to
review other business costs, such as
VAT arrangements, that tend to get
overlooked when the going is good.
Taking advice could make the
process very worthwhile.



DRIVING DOWN THE COST OF COMPANY CARS

With the rising cost of
car fuel, any way of
saving on motoring
costs is welcome.

One way of doing this is to make use
of the generous tax reliefs available
on environmentally friendly cars.
Fortunately, there is a growing range
of cars with carbon dioxide (C0,)
emissions low enough to qualify for
tax benefits.

If your business is buying a car,
choose a new car with C0, emissions
of 110g/km or less. That will enable
you to write off the whole cost
against tax in the year of purchase
by claiming a 100% first-year capital
allowance. For cars with higher
emissions, and all used cars, tax
relief is limited to a writing down
allowance of 20% of the cost, with an

upper limit of £3,000 where the car
costs more than £15,000. Cars do not
qualify for the new annual
investment allowance, which gives
immediate tax relief on up to £50,000
a year of expenditure on equipment.

From April 2009, the writing down
allowance is expected to go down
to 10% on cars with CO, emissions
above 160g/km. This means it will
take much longer for a business
to receive tax relief on a more
polluting car.

Directors and employees can be
taxed heavily on the benefit of a
company car, but much less so on a
low emission model. Since April 2008,
an employee who drives a petrol-
fuelled car with CO, emissions of
120g/km or less is taxed on only 10%
of the list price. For a diesel car, tax

is charged on 13% of the list price.
These lower percentages can make
a low emission company car a
worthwhile benefit for an employee
compared to the cost of owning a
car personally.

However, it is still worth making a
detailed calculation of costs and
benefits for the employee and the
business, because there are so many
variables to consider with company
cars. We can help you with this.

You will also pay little or no vehicle
excise duty on cars with CO,
emissions up to 120g/km. Up to
100g/km, car tax is nil; and with
101-120g/km the tax is currently £35.
On top of all these tax savings,
running environmentally friendly
cars will also boost your business's
green credentials.
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