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Practical Tax Tips for the

owner managed business
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Tax relief on plant and machinery

Significant tax relief is now available in respect
of capital expenditure for businesses. This
section summarises the key areas to consider to
maximise relief.

The Annual Investment Allowance (AlA) of
£50,000 is available on qualifying expenditure to
all sizes of business whether they operate as a
company, sole trader or partnership. However, a
mixed partnership, being a partnership not made
up solely of individuals, is excluded.

As the AlA provides for 100% tax relief on
qualifying expenditure, it is essential to maximise
its potential in reducing profits to minimise tax
liabilities. It could even generate a trading loss
for relief. It can be used on:

* plant and machinery

* commercial vehicles including motor bikes but
excluding cars

= integral features which include lighting, air
conditioning, electrical and heating systems.

Point to watch

The AlA may have to be shared between related
businesses, meaning businesses which have
similar activities or operate from the same
premises in certain circumstances. This will
apply where:

= an individual controls two or more companies
or

* an individual has a controlling interest in
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more than one unincorporated business, for
example as a sole trader and as a partner with
a majority interest.

However, this rule does not apply where an
individual has control of one company and one
unincorporated business which could be a key
decision in setting up a new venture.

Example

Carla currently owns 100% of Company A
which operates as an Italian restaurant, Due
to an inheritance she has recently received,
she is planning on investing in a substantial
kitchen refit. She is also planning to set up
another company for a new pizza takeaway
business. If she goes ahead with the creation
of another company, her two companies will
have to share the AlA, If alternatively she sets
up the second venture as an unincorporated
business both businesses will be entitled to
an AlA of £50,000,

The allowance also has to be shared within a
group of companies irrespective of the activities
undertaken.

Energy saving plant and expenditure

In addition to the AlA, a 100% Enhanced Capital
Allowance {ECA) continues to be available to
every business for expenditure on energy saving
plant and machinery which includes certain
‘green’ cars. Details of the types of plant and
machinery products which qualify and the
criteria which need to be met can be found on
www.eca.gov.uk,
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Temporary First Year Allowance

For plant intensive or larger businesses where
the AlA is insufficient, time is running out to
take advantage of the ternporary 40% First Year
Allowance (FYA) for expenditure on plant and
machinery.

The additional capital allowance is only available
for expenditure incurred on plant and machinery
before 1 April for companies and 6 April 2010 for
individuals and partnerships.

The temporary allowance takes the form of

a FYA of 40% instead of the normal 20%
annual allowance. The FYA does not apply to
expenditure on integral features, cars, long life
assets and assets for leasing. However it is
available to all sizes and structures of business
so take advantage before it disappears.




