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UP TO DATE DEVELOPMENTS IN TAX AND BUSINESS PLANNING

In this issue: Flat rate VAT savings ® Pay business taxes in
instalments e New rules on company cars ¢ Surprise decision
in tax residence case ¢ Extended relief for trading losses e
Opportunities on assets

This newsletter is for general information only and is not intended to be advice to any specific
person. You are recommended to seek competent professional advice before taking or refraining

from taking any action on the basis of the contents of this publication. The newsletter represents
our understanding of law and HM Revenue & Customs practice as at January 2009.
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Extended tax relief for trading losses

A temporary extended tax relief for trading losses is aimed at helping businesses
suffering from the economic downturn. As announced in the November
Pre-Budget Report, businesses will be able to carry back up to £50,000 of trading
losses for up to three years. Businesses can already carry back trading losses
against profits of the previous 12 months without limit, and that relief continues,
as does the ability to carry forward losses against future profits.

Losses carried back must be set against and partnerships — the extended relief is
profits of the immediately preceding period available for accounting periods ending

first. Only once those profits are exhausted between 6 April 2008 and 5 April 2009. This
can you use up to £50,000 of any remaining  limits the value of the relief for businesses
trading losses against the preceding two that have stood up well to the recession until
years, using the later year’s profits first. now, especially if they have an accounting
period ending early in the tax year, such as
30 April. Another difference, compared to
companies, is that under the income tax
rules, the trading losses are set only against
profits of the same trade and not other income.

Company vs unincorporated business?
The rules differ slightly for companies
compared to unincorporated businesses.
Companies can benefit from the extended
relief for losses that occurred in accounting
periods ending between 24 November 2008  Both companies and unincorporated

and 23 November 2009. The losses carried businesses may benefit from a change of
back are set against the whole of the accounting date to secure early relief for as
company’s profits, not just trading profits. much of their losses as possible. However not
So if you received rental income, interest or all changes are allowed and it is important to
other income in an earlier period, the trading  plan carefully. We can help by projecting your
losses can be set against that income. business results and calculating whether a

range of potential accounting dates would

For unincorporated businesses — sole traders :
hasten tax relief.

Printed on paper produced using wood fibre and manufactured at a mill that has been awarded the 1SO14001
and EMAS certificates for environmental management.
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Opportunities on assets

The value of many assets has fallen in the economic downturn. While that is
generally bad news, it is most probably temporary, and shares and property are
likely to appreciate again in the future. Until then, the depressed values present
an opportunity to make gifts or to carry out other transactions that you might
have considered before but put off because of the tax implications.

This may be a good time, for example, to pass assets to your children. If you make a gift,
capital gains tax (CGT) is charged as if you had sold the asset at its market value, so the lower
the value, the less tax you pay. The lower value would also reduce any inheritance tax that
might arise in the unfortunate event that you die within seven years.

Rewarding employees with shares

or share options is also likely to be v
less costly for the employee than
before. For example, under share
option schemes approved by HM
Revenue & Customs, employees
can acquire shares in future at
today’s market value. So granting
options now will fix a low price
and give the employee a greater
incentive as the shares’ value
grows again.

If you have a self-invested
pension plan (SIPP), you could
take advantage of the low value
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of the stock market by transferring quoted shares you own into your fund as a pension
contribution. Where the shares are standing at a loss you pay no tax on the transfer, and you
get full tax relief on the value contributed to the scheme. Any future increase in the shares’
value will be protected from tax within your pension scheme.

These are just some ways in which you can benefit from today’s lower asset value. We would
be happy to help you with these and any other transactions you might have in mind.
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