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Year End Tax Planning

As the end of an accounting period approaches, it is a good time to take action to
ensure that you are making the most of the tax-saving opportunities that are available.

With this in mind, what tax planning issues should you be thinking of?

Annual Investment Allowance (AlA)

Under the current system of Capital Allowances, the first £50,000 of the year’s
investment in plant and machinery, with the exception of cars, is allowed 100% tax
relief. This applies to any size of business, but there are provisions to prevent multiple
claiming.

Any additional expenditure over the AIA level incurred in the 12 months starting on 6
April 2009 (1 April 2009 for companies) will qualify for a First Year Allowance (FYA) of
40%.

Businesses should look carefully at whether bringing forward capital expenditure would
accelerate the rate at which they can claim allowances. Whilst the same amount of
allowances will normally be claimed over time, the timing differences can be significant.

Tax Efficient Ways of Extracting Profit

There are a number of different options available for extracting profit from your
business, each of which has its own implications for both you and the business itself.
Here are samples.

Mileage allowance

Are you making use of the tax-free allowance when you drive your own car or van as an
employee on business journeys? The approved rates of HM Revenue & Customs are 40p
a mile for the first 10,000 miles and 25p a mile above this. These payments are also an
allowable deduction for your business. You should consider making a claim before your
year end to receive both a tax free payment and tax relief for your business.

Pension Contributions

If you are the director of a family company, pension contributions can be a tax-efficient
means of extracting profit from your company. Employer contributions to an employer
pension scheme are free of Income Tax and National Insurance Contributions. Providing
a pension payment is made before your year end and deemed to be “wholly and
exclusively” for the purposes of the business the company will receive a full deduction
against its taxable profits for the year.



Bonuses

If you are considering paying bonuses to either your staff or directors, why not accelerate
these to before your accounting year end to receive tax relief a whole year earlier;
alternatively a provision may be made in the annual accounts for specific bonuses which
can then be paid up to 9 months after the year end. To enable the provision to be
included in the accounts, there should be an expectation at the balance sheet date that
such bonuses will be paid.

Accelerate Expenditure

Expenditure incurred prior to the business’s year end may reduce the current year’s tax
liability rather than next year’s. Bringing forward expenditure by even a few weeks can
accelerate the tax relief by 12 months - for example building repairs, advertising, sales &
marketing campaigns and any other items deductible from profits.

How we can help..........

David Allen & Co can help you plan around your year end by reviewing your position and
advising you of the options available to reduce your tax liability. We have an experienced
tax department that can advise you in all areas of year end tax planning.

For further information please contact Alison Cartner (alison.cartner@david-allen.co.uk)
or Carrie Taylor (carrie.taylor@david-allen.co.uk) or complete the following slip and post
it back to us:
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Address  ccmmeeemeeieee e

Telephone  ----------mmmmmmm
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