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The rising cost of the company car and
car fuel benefits

With a move to make us drive ‘greener’ it seems
for business users and those with company cars
what we drive and the provision made for users is
coming under increasing pressure, with company
cars being taxed on not only the list price, but also
CO, emissions. The result is that those cars with a
higher list price and higher emissions attract the
greater tax levy.

VAT

Voluntary
disclosure of
VAT errors

Some errors can be adjusted via businesses’ VAT
returns, thereby avoiding the addition of default
interest where the error caused a loss of revenue to
HM Revenue & Customs (HMRC). For many years
the limit was set at £2,000 but from the 1st July 2008
the threshold has increased greatly. Errors will only
have to be reported, rather than adjusted via a VAT
return, where the error is greater than £10,000 or 1%
of turnover up to a maximum of £50,000. In practice
this means that small businesses will not face paying
punitive penalties and interest charges on VAT errors
they discover up to a figure of £10,000, whilst for
larger businesses the limit could be even higher — up
to a maximum of £50,000 for those with a turnover
in excess of £5 million for that VAT period where the
error is being corrected.

Errors above the threshold have to be reported to
HMRC. Voluntary disclosure can ensure that the
penalties applicable are minimised. B

Where a director or an employee is provided with a
company car and all fuel is paid for by the employer,
regardless of whether it is for business or private
use, then the amount for private use is deemed to
be a taxable benefit.

The car fuel benefit is calculated by applying the
same percentages to the fuel multiplier which for
2008/09 has increased from £14,400 to £16,900.

Example

Brian is provided with a company car and all his fuel
for 2007/08. The car has CO, emissions of 204g/km
and a petrol engine.

The appropriate percentage for the car is 27%. The
cash equivalent of the car fuel benefit is £3,888
(£14,400x 27%).

By Alan Taylor, Partner

Changes to the VAT
penalty regime and

time limits

New time limits for VAT assessments and claims were introduced for some VAT returns
beginning after 1st April 2008. For the majority of cases the time limit for assessments

and claims is 4 years instead of 3.

Under the new rules from 2008/09, the CO,
emissions percentage increases to 28%. When this
is applied to the new multiplier of £16,900, the
car fuel benefit increases to £4,732 (£16,900 x
28%) an overall rise of 21.7% for the employee.
The employer will also face an increase in Class 1A
and National Insurance based on the employee’s
taxable benefit.

Based on the new rates, the guidelines are that

an employee needs to be driving at least 10,000
private miles per year to make the benefit
worthwhile. Switching to paying advisory fuel rates
for business use only may be the solution, with the
employee paying for their own fuel for private use.

Undoubtedly, it is important to review your
company'’s car policy and your approach to
providing fuel. m

Additionally the penalty regime is also changing. HMRC has decided to bring into line the time limits and
penalties applicable across the whole area it is responsible for administering. Again the starting point for the
new penalties is VAT returns beginning after 1st April 2008 but only where these are due to be filed on or after

1st April 2009.

The size of the VAT penalties is increasing in the majority of cases. The most common penalty applied over recent
years has been the serious misdeclaration penalty fixed at 15% of the VAT under declared or over claimed. This is
being replaced by a penalty of up to 30% where ‘reasonable care’ is not exercised. Quite what ‘reasonable care’
actually is will be an area where litigation will surely be required in order to reach definitive answers.

HMRC will apply penalties of up to 70% where an error is deliberate and up to 100% where it is

deliberate and the person conceals it. There will be reductions available for telling HMRC about an error, for
quantifying the error and giving HMRC access to records to check the figures. There is talk of a suspension
being available, for up to 2 years, in the future in relation to less serious errors but this is going to be at
least a year behind the introduction of the new penalties themselves. Readers should note that the above
comments relate to civil penalties and should not be confused with the criminal sanctions available to

HMRC in the more serious cases involving fraud. l
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Partnership - begin with the end in mind

Whilst most professional partnerships, such as solicitors, dentists, vets, doctors, surveyors, architects, operate
with a certain degree of similarity, this tends not to be the case when dealing with ‘retiring’ partners.

By John Tanner, Partner

Experience shows that the approach for dealing
with retiring and exiting partners varies, with
some partnerships providing an exit without any
sort of payment, or possibly a consultancy deal
for a limited period through to a full valuation on
retirement including market value adjustments for
goodwill and fixed assets.

It is important therefore when considering the
admission of new partners to begin with the end
in mind as the basis of retirement will be linked to
how new partners are introduced.

When introducing new partners there are many
considerations, including:

B Why are you doing it? With smaller partnerships
the creation of new partners can occasionally be
triggered by a fear that the employee will leave
if a partnership isn't offered. However, good
employees aren’t necessarily great partners. Often,
too, the introduction of a new partner provides a
source of funding to buy out an exiting partner.

B Why does the employee want to be a partner?

B How will the introduction impact on the existing
partners’ income levels?

| If it doesn't work out, how will they leave the
partnership?

B What type of partner will they be? The main
options are salaried, fixed profit share or on an
equity basis.

If the intention is to offer some sort of equity based
deal then the issues of what to do with the value

of the business become paramount. In many cases
the situation may appear straightforward and a key
issue will be how the existing partner(s) acquired
the business and possibly their relationship with the
new partner.

For existing sole traders, the reason for introducing
a new partner is often clear in that they built the
business up and now want some return for that
effort. However, this view is often tempered by the
thought that paying partners is less costly than
having employees. Equally for the existing partners
it will usually be more tax efficient to receive
income taxed as a capital gain rather than under the
income tax rules. Frequently, assuming the business

will expand, it can therefore
be a useful trade off for the
existing partners to consider
swapping income falling to
be taxed for capital gains
providing the medium term
prospects are sound.

With larger partnerships the
position with the introduction of new partners may
not involve any goodwill payment but will usually
result in a change in the ownership of the business
unless the partnership agreement states that it
does not.

For any business the introduction of a new partner
is a crucial decision and it is important to seek
advice to ensure that any offer is made on the right
basis as once made the only workable movement in
an offer is usually to improve it.

If you are considering any variation in your
partnership structure, admission of a new partner
or face the retirement of an existing one then it
is undoubtedly worth seeking the advice of your
accountant. l

HMRC introduce new Tax Return penalties - be warned

Those not completing and filing their Tax Returns
correctly will, from the 1st April 2009, face new

financial penalties. The new penalties will also apply
to the filing of VAT, PAYE, National Insurance, Capital

Gains Tax, Corporation Tax and the Construction

Industry Scheme.

Deliberate understatement

with concealment

The penalties will apply to incorrect submissions based on and relating to the

tax year 2008/09 and later years.

Those who take reasonable care to file their returns correctly will not face such
penalties. If reasonable care is not taken, or there is a deliberate understatement

or one with concealment then penalties will apply.

Failure to take reasonable care

Deliberate understatement

Up to 30%
Up to 70%

Up to 100%

How to avoid penalties

The best approach to avoiding the penalties is to ensure early completion of

your Return, before the filing deadline preferably completed by a tax adviser

and for them to review with you any issues that may arise.

It may also be a good idea to have a ‘health check’ to ensure that you are
correctly filing submissions for taxes other than income, especially in terms

of the Construction Industry Scheme and VAT. l
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Income Tax relief for property losses

By Richard Couchman, Partner

Property income losses can occur when major repairs
are carried out to a property. However, in the current
climate of increasing mortgage rates the level of interest
paid on highly leveraged purchases can also cause losses
to arise.

Property losses are generally set against profits from
the rental of other properties, if any are owned, and then

carried forward against future property income. If the
final (or only) let property is sold and the property business ceases then any
loss existing at that time is lost forever.

New VAT rules for

commercial property owners

With effect from 1st June, new rules have been introduced relating
to the treatment of VAT on land and building transactions, the crux of
which relates to the Election to Waive Exemption or more commonly

known as the Option to Tax.

The changes will impact most on those considering or about to sell a
commercial property that is subject to the option to tax. In the past there has
been an automatic disapplication to tax on commercial property in which a
purchaser intends to convert to residential use; this is no longer the case.

Instead the purchaser is now able to serve the vendor with a form to have the
option to tax removed — a move which could give rise to a situation where you
have to repay input tax that you have reclaimed for up to 10 years. In the event
a buyer advises they are going to revoke the option to tax, you can seek to
adjust the price of the property to take account of the tax. It is important that
in any event the deal price is agreed before it is legally fixed.

More generous rules apply to Holiday Lets which meet the necessary criteria to
qualify as Furnished Holiday Lets under the tax legislation. These rules provide
for losses to be set off against other income in the same or previous tax year
(for example against salaried income), carrying back further in the early years
of letting. Where the income in the current or previous tax year has been
extinguished by a loss, it may be possible to set losses against capital gains.
This can be particularly helpful when a loss making property is sold realising

a large capital gain. Special rules can also apply on the cessation of the letting
which may enable losses to be carried back further.

When calculating property losses, care should be taken that income tax relief
is not claimed for capital expenditure.

All of the rules outlined above apply to non-corporate landlords. The rules
for corporate landlords generally allow offset of property losses against other
income of the year.ll

Other key changes to the rules are as follows:

B Buildings constructed on opted land automatically will be, by association,
treated as opted. Should the owner not wish to use the option to tax, they
need to apply for such a change.

B A new Real Estate Election allows businesses to make a single option to tax
all properties in their ownership, although should it be required, identified
properties can be removed from the blanket coverage.

W Revoking the option to tax, the new legislation has relaxed the basis on and
timing to revoke the option to tax, and an increase in the window from the
first 3 months to the first 6 months of election to tax.

W Up until the most recent changes it has been possible to opt to tax a
building only and not the land it occupies, with the option to tax ceasing on
demolition of the building. From now on the option to tax exercise will affect
the underlying land.

B Undoubtedly the wide ranging changes to a tax often easily misunderstood
or overlooked, gives rise to the need for those with an interest in commercial
property to seek clarification and advice specific to them. Certainly whether
you are considering or are in the process of a property transaction or
you have elected to exercise the option to tax, it is important you obtain
professional advice and guidance. ®
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The new capital allowance
regime - opportunities in
the current commercial

climate

The recent changes to the capital allowance regime, introduced by
Finance Act 2007, mean that many businesses face a reduction in

the rate of tax relief for capital expenditure on plant and machinery.
The standard rate of writing down allowance has fallen from 25% to
20% for expenditure incurred post 31 March 2008 and the rate of
allowance on integral features has reduced from 25% to 10%. Integral
features are certain building costs that qualify for capital allowances,
namely heating systems, air conditioning systems, lifts, escalators,
electrical lighting/power systems and hot and cold water systems.

By Chris Connor, Corporate Tax Director

The tougher regime
makes it more important
that businesses identify
any expenditure eligible
for capital allowances
when they incur costs on
a commercial building,
whether it is a new build,
refurbishment or second
hand purchase. For most taxpayers this will be
the only means of securing any form of tax relief
in respect of the building cost. In the current
commercial climate where funds are being
borrowed to fund a prospective purchase, the
lending proposition can be significantly enhanced
from the lender’s perspective if the level of tax
relief due in respect of the building spend can

be ascertained as this can obviously have a

very positive impact on cash flow. Commercial
buildings usually contain significant levels of tax
relief that are often overlooked, for instance up
to 35% of a high specification modern office
building could be eligible for tax relief, but
allowances are very rarely claimed at this level
unless specialist consultants, such as ourselves,
are engaged to fully review the building spend.

For purchasers of second-hand commercial
buildings after 1 April this year, the new
legislation presents a definite opportunity to
claim allowances in respect of certain types of
integral features that will not have been claimed
by the previous owner. We can be sure of this
because the new legislation has broadened the

type of costs that now qualify for allowances.
For instance general lighting and cold water
system costs now qualify for capital allowances.
Prior to 1 April this year such costs were not
eligible for any form of allowance. This means
that when the previous owner incurred
expenditure on the property, no tax relief
would have been due for such costs unless

the costs formed part of a claim for industrial
or agricultural buildings allowances.

Taxpayers can also take advantage of a limited
window to secure tax allowances at the old rates
of writing down allowance by reviewing their
historic capital expenditure, and ensuring that

all eligible costs within buildings acquired before
1 April 2008 have been identified and claimed
under the old regime. This will ensure that such
costs are added to the general pool of allowances
under the old system and will, at worst, qualify
for 20% per annum going forwards as opposed
to 10%.

Certain types of businesses face difficult

times and capital allowances represent a
non-contentious, drastically under claimed tax
relief. Businesses should now look to capitalise

on this to minimise future tax liabilities and aid
future cash flow. This could be important given the
market's current cautious approach to lending. B
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Landlord’s energy
saving allowance

The Landlord's Energy Saving Allowance (LESA)
provides tax relief on expenditure for certain
energy saving items, as long as they don't qualify
for capital allowances. The relief is a deduction for
expenditure against rental income receivable in
calculating taxable property income.

LESA is available if the person incurring the
expenditure is carrying on a property business
which includes a dwelling house and an energy—
saving item is installed in the dwelling house.

Energy—saving items include:

W Cavity wall insulation

B Loft insulation

B Solid wall insulation

B Hot water system insulation
M Draft proofing

Historically the annual allowance was £1,500 per
building even if more than one dwelling is in the
building. The amended regulation provides for an
annual allowance of £1,500 per dwelling. So for
example the landlord of a block of flats in which
there are five dwellings can now claim an allowance
of £7,500 as opposed to the previous allowance of
only £1,500. 1

Did you know?

We can provide you with independent personal
financial advice through own our dedicated

financial services arm, Streets Financial Consulting
plc. Our team of specialist advisers are able to provide
advice on investments, pensions, financial planning
and protection.

For further information please complete the
response card, telephone 0845 880 0846, email
enquiries@sfcplc.co.uk or visit www.sfcplc.co.uk l

Did you know?

We offer clients a specialist fee protection scheme,
TaxSure, to cover the cost of professional fees
arising from an HM Revenue and Customs enquiry.

For further information please complete the
response card or email info@streetsweb.co.uk W
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Companies Act 2006 -
an accounting and audit perspective

By Shaun Sargent, Partner

The company lawyers have
no doubt been inundating
you regarding the impact
of the new Companies Act
2006, some of which still
awaits implementation.
The new Act, though, does
provide some interesting
points to note to financial
management and reporting for private companies.
The key points are summarised as follows:

Shaun Sargent

B Company Secretary

There is no longer a need to appoint a company
secretary; existing company secretaries will retain
the same rights and responsibilities as now. You
may, however, still want a company secretary to
ensure you don't fall foul of the reporting and
procedural requirement of the Act.

B Reducing deadline for filing accounts at
Companies House

The deadline for private companies to file accounts
and reports has reduced from ten months to
nine. The exemption for preparing consolidated
accounts by medium sized groups has changed:

it will now only apply to small groups.

M Financial assistance

The statutory rule that private companies cannot
use company money to finance the purchase of
their own shares has been abolished.

M Capital Reductions

From October 2009, there is to be a simpler
solvency based procedure to enable private
companies to reduce capital without court
approval.

B Limited Liability Partnerships

Changes will occur in the format and content of
Limited Liability Partnerships accounts, bringing

Entrepreneurs’ Relief

In October 2007 the government announced some
major changes to capital gains tax for individuals
and trustees for 2008/09. These included for
disposals and held over gains arising on or after 6
April 2008, the double whammy that neither taper
relief nor indexation allowance are available (even
if assets were held before this date). The chargeable
gain is liable to tax at the new rate of 18% (subject
to the deduction of allowable losses, any other
reliefs and the annual exemption).

A new relief

After business leaders voiced their objections to the
abolition of taper relief, the Chancellor introduced
a new Entrepreneurs’ Relief (ER). ER may be
available for disposals, reorganisations and relevant
transactions after 6 April 2008.

The main affects of this relief are:

W the first £1m of gains qualifying for relief will be
charged at an effective rate of 10%

B gains in excess of £1m will be charged at 18%

M an individual will be able to make more than
one claim for relief, up to a lifetime total of £1m
of gains.

What qualifies for relief?
The relief will apply to gains arising on the disposal of:

W the whole, or part, of a trading business that is
carried on by the individual, either alone or in
partnership

B shares in a trading company, or holding company
of a trading group, provided that the individual
owns broadly a 5% shareholding and has been
an officer or employee of the company

W assets used by a business or a company which
has ceased

B assets used in a partnership or by a company
but owned by an individual, if the assets disposed
of are ‘associated’ with the withdrawal of the
individual from participation in the partnership
or the company.

them in line with the Companies Act regulations.
This change comes into force from 1st October
2008.

M Easier decision making and streamlined meetings

Companies can use electronic methods such as
email for resolutions. For smaller businesses this
should help to make the most of shareholder
decisions without the need for a general meeting.

Written resolutions signed by shareholders

can now be used as an alternative to calling
meetings, with resolutions passed where there is
a majority.

Private companies will no longer need to hold
an annual general meeting. Shareholders can
still demand one and they still have the right to
receive accounts.

This is a brief summary of some of the changes

and needless to say there are exceptions to some
of the 'rules’ so it is important to seek advice before
you act. B

A trading business includes professions but only
includes a property business if it is a ‘furnished
holiday lettings’ business. Trading company will have
the same meaning as currently applies for taper relief.

Similar rules operate where the trustees of a
settlement make a disposal of business assets and
there is an individual who is a qualifying beneficiary.
There are however a number of specific conditions
which need to be met to treat the individual as a
qualifying beneficiary.

Care must be taken

The introduction of ER goes some way to mitigating
the loss of taper and indexation, but the Chancellor's
plan for a simple tax system has evaporated.

Considerable care is needed in planning to obtain
the benefit of ER. For example, the disposal of a
property used by an unincorporated business may
not qualify if it is not related to the disposal of

the whole, or part, of the business. The disposal of
shares in a trading company may not get any ER if
the company has ‘substantial’ non-trading activities
at the time of the disposal of the shares.

As ever, tax is not straightforward. If you would like
to discuss ER in detail and how it might affect your
business, please do get in touch.
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The route to a ready made business -
is a franchise for you?

By Andrew Manderfield, Partner

If you are not a Richard Branson or a James Dyson
then buying your own franchise could be the ideal
route to running your own business, although you will
still need the skills and expertise of the sector or field
that you are going to operate in.

One of the barriers to setting up a new business is
funding. With an established franchise, lenders are
more likely to support your new business, often the
franchisor will provide you with forecasts and plans
that you can use to obtain finance.

Running your own business can provide you

with freedom, although you are often isolated.

Being a member of a good franchise means you join
a club of like minded individuals who can provide
knowledge, support and experience. The better the
franchise, the more feedback is provided to enable you
to monitor your performance. Owning a franchise is
going into business for you but not by yourself.

Before you buy your business do spend some time
testing the franchise. Visit other franchisees if
possible, offer to work with them for a couple of
weeks. Do challenge everything that is put in the
glossy sales brochure. Will the franchisor be visiting
you on a regular basis? Are they more interested

in the quality of their brand than your money?

You need to ask yourself what are the barriers to
someone setting up a similar business next door to
your franchise and charging less for this product?

When you choose this route give some thought to
your plans for your exit strategy e.g. retirement. Is it
likely that the product or service that you are selling
will still be in demand when you are looking to

Credit crunch buster

By Ralph Godley, Partner

With interest rates rises, money
market mayhem, cost of living
and price increases, public sector
wage pressure and a squeeze on
consumer spending, businesses
understandably face less than
certain times.

It may, however, be a worthwhile exercise to take
time out of the busy day to look at your own
business and to consider some of the potential

risks and issues you face. A review of strategy and
business operations could help ensure you remain
on course and that you are best placed to cope with
these less than certain times.

Some key areas to consider include the following:

Cash is King

It is a good idea to review your working capital
requirements. You may find that it needs to be
increased on account of a slow down or even less
activity. This could involve tightening credit terms,
reducing stock levels and negotiating better terms
with suppliers. It may, rather than taking cash out

of the business, also be prudent to increase cash
reserves so you can weather the storm.

A sale is a gift until it is paid for

One of the most obvious signs of economic slow
down is an increase in late and non-payment.
Adopting a firm and stringent credit policy can help
to safeguard many a business. It is amazing how
many businesses still do not undertake any form

of credit check, debtor analysis and do not have or
enforce terms of trade.

Take an interest in finance

With recent interest rises it may not appear

the best time to consider reviewing or switching
finance, but there are still some good deals out
there. This is especially the case if you've not
reviewed your external finance for a long period of
time. For those with long term overdrafts it might
be worth switching it to a long term loan.

Turnover is vanity and profit sanity

Chasing turnover is rarely good for business.
Knowing which customers and what products or
services give you the best return are at the heart

retire? A franchise with national coverage will
often have high demand and you can maximise
your return, e.g. Dominos Pizza.

How does it all work in practice? When you take on
a franchise you are leasing a business system from
the owner and you will be expected to pay for the
privilege, often 8% of your sales. You will often be
required to purchase your goods from the franchisor
for which you may pay a premium. You will be
expected to follow their rules and regulations.

Will you be able to work within these?

In reality, a franchise is half way between being an
employee and being self-employed. This does not
mean that it is any easier. But it does mean that
someone has already tested the market.

Finally profit is often used as a measure of success.
According to the 2004 NatWest and BFA Franchise
Survey, 95% of franchises are in profit after five
years compared to only 45% of other small firms.
So it does make sense to consider franchising as a
serious option to starting your own business. ll

of any successful enterprise.
Compromising your profit
margin can be a slippery
slope; safeguarding it can
involve a tough stance, as
well as the need to look

at your own process

and practices.

If you can measure it, you can
manage it

‘Seat of the pants’ entrepreneurial spirit may

have its flair, but sound business management is
undoubtedly at the heart of many a sustainable
enterprise. Setting your own key performance
indicators and the provision of timely management
accounts certainly can help keep you on track.

In essence the points covered are not rocket science
and if anything should be at the core of every good
business. They do, however, provide for a sound
approach to businesses that over recent years may
have enjoyed easier times, being driven by markets
and customers. ll
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A wise upgrade with Sage ﬁ

By Sarah Leonard, Sage Manager

Having dropped the name
Sage Line 50 over a year ago
with the launch of Sage 50
Accounts 2008, Sage has now
launched its latest version of
the ever popular accounting
package with the introduction
of Sage 50 Accounts 2009.
Sage 50 Accounts 2009

has many of the attributes of its predecessors,

whilst offering additional functionality with the

new features.

A summary of the key new features are detailed
below:

B Managing your workload - new diary in Sage
to schedule tasks and recurring events. Use it to
follow up promised payments, tasks to resolve
disputes, set recurring events for payment runs,
statement run dates, chase days.

B Managing customer cash flow - new ‘Chase
Debt’ feature, including new dashboard to see
debtors, over-due debts, both as an overview
and in detail. Send letters and statements

All you wanted to know about accountancy

electronically. Record telephone and written
communications and enter a diary event to
follow up. Log promised payments, specific credit
control contacts. Streamline statement runs by
excluding customers who pay by direct debit,
standing order or BACS.

B Dealing with the right contacts - set up

multiple contacts for a company, including
their contact details, working hours, etc. Set
specific mailing preferences for a customer,

so statements are automatically addressed to
accounts, order confirmation addressed directly
to the operations manager, etc. Set these to
default to hard copy or email-able versions.

B Managing your suppliers - streamline your

procedures to include e-banking and email-

able remittance. Mark up priority payments so
key suppliers always get paid on time. Record

all communications about disputes in the new
communications history section. Record different
supplier contacts and mailing preferences so
remittance goes to accounts, purchase orders

go to sales etc.

W Improved cash flow - to better understand your

cash position, including monitoring promised
customer payments.

ratios but were too afraid to ask

There are number of simple accountancy ratios that provide a useful tool for assessing
and managing your business performance. In this issue we take a look at some key
ratios concerning profitability, payment by customers and how much cash you have

tied up in stock.

By Amanda Legate, Director

Gross Profit Margin

Gross profit (Sales less costs of sales) x 100%

Debtors Days

W Batched Reporting - set up batches of reports

that must be run (for example month end

or year end key reports) and set them to run
automatically, in any format (standard, PDF, email
etc), saving lots of time when doing month end.

B Improvements to bank reconciliation - small

improvements, massive time savers - adjust size
of bank reconciliation screen, total unmatched
items at the top of the screen before reconciling
(excellent for multiple payments that clear as
one entry on the bank statements, such as BACS
runs or paying in book entries) and unmatch
multiple entries.

Sage 50 Accounts 2009 offers improvements on its
2008 predecessor, and is an attractive upgrade for
existing users. For those who are still using the 2007
version, version 11 or 12, the latest version offers
significant upgrade. ®

Debtors (the amount the customers owe you) x 365 Days

Turnover

Turnover (sales)

This is a very simplistic calculation which tells you how much profit per £1 of
turnover your business is making on its cost of sales or cost of goods sold.

Net Profit

Net Profit (Gross profit less all business costs) x 100%
Turnover (sales)

The net profit percentage tells us how much profit the business makes per £1 of
turnover after all business costs have been taken into account. The net profit is
the amount left over from which taxation, dividends, etc. may be paid.

The debtors days ratio simply tells you how many days it takes, on average, for
your customers to pay you.
Stock Turnover

Average Stock
Costs of goods sold/365

Stock turnover days indicate on average, how many days the stock in your
business is held before it's sold on to a customer.

In future issues we will look at other useful ratios to help you build a successful
and profitable business.

Streets is a trading style of Streets LLP, Streets Whitmarsh Sterland LLP, Streets Northern LLP, Streets Southern LLP, Streets Tax LLP and Streets Audit LLP. Registered Office: Tower House, Lucy Tower Street, Lincoln LN1 1XW.A list of
members is open to inspection at the registered office. Streets Audit LLP is registered by the Institute of Chartered Accountants in England and Wales to carry out company audit work. The facts contained in this newsletter are believed to
be correct as at September 2008 but there may be errors or omissions for which the Streets organisation cannot be responsible.



Working from home
or running a business
from home

By Erica Manderfield

Working or running a business from
home certainly seems to be on the
increase. The changing nature of
business, with an increase in the
service sector plus ever advancing
technology, makes its easier for
people to have a home based office.
With an increased awareness of
‘green’ issues, the benefits of using
the home as a workplace certainly makes the home
office an attractive proposition.

For businesses considering or already allowing employees to work from home,
it has been found that the benefits certainly outweigh the perceived risks.
Concerns over loss in productivity, loyalty, even security can easily be dispelled.
In contrast, experience indicates that if approached correctly, not only does
productivity improve but staff loyalty increases. The other plus must be, even
if you provide additional equipment for home working, the reduction in office
costs. Needless to say the ability to manage more easily the needs of family
and work can also help enhance rather than impair an employee’s work.

Self employed individuals considering running their own business from home
and employees can benefit from tax savings

As a business you can claim tax allowances, that is deducting a proportion of
cost or expenses from your taxable income/profits. To do so, such expenses
must be what is known as ‘wholly and exclusively for the purposes of activity
and trade of the business’. This being the case, they can then be used to reduce
any potential income or corporation tax liability.

For most home based businesses the main expenses that are likely to attract
tax relief are that of the use of the home as an office or work place. For use or
more, Her Majesty’s Revenue & Customs (HMRC) will allow you to claim £3
per week to cover the household costs of use of an office for business purposes

Alternatively you can make a claim for actual expenses incurred in relation

to working from home. HMRC do not give any specific legislation as to the
percentage of the amount of the relief available invariably this depends on

a dedicated space/room within the home, the amount of usage in terms

of time, provision of a telephone, heat and light etc. With these expenses
being apportioned as eligible expenses of running your business, the basis for
calculating the costs of using the home as an office will include costs such as
mortgage interest, council tax, and property insurance. The calculation also
takes into account the proportion of time the ‘office’ space is used for business
uses as opposed to family use.

Home based businesses may also enjoy tax relief on equipment purchased for
the business which is counted as ‘capital expenditure’. From April 2008, enhanced
tax relief is available on the first £50,000 spent on assets. Therefore if you buy
new equipment or invest in office space you can deduct 100% of the cost of the
eligible assets from your tax bill. You do need to check carefully, perhaps before
you make the expenditure, which costs are eligible and which are not.

In summary, whether you are already using the spare room, a loft or garage
conversion to work from or are about to do so, seeking advice regarding tax
implications are an important consideration and one from which you may
benefit with the guidance of a tax adviser. ®
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Staff News

Welcome to

Robert Anderson, Manager, Lincoln

Elaine Baker, General Assistant, Lincoln

Clare Davey, Senior Administrator, Streets Financial Consulting

Laura Derrick, Interim HR Assistant, Management

Stuart Fullerton, AAT Trainee, Lincoln

Rachel Gray, Audit Manager, Grantham

Katie Hacker, Tax Senior, Lincoln

Claire Hinks, Receptionist, Lincoln

Simon Hodgkin, Partner

Ann Kitchen, Audit & Accounts Senior, Lincoln

Kirsty Lane, AAT Trainee/Assistant

David Lightfoot, Accounts Senior

Chris Lovett, Semi Senior, Lincoln

Andrew Macdonald, Interim HR Manager, Management

Craig Maskell, AAT Trainee, Lincoln

Tina Pepper, Financial Planning Manager, Streets Financial Consulting
Peter Repton, Financial Planning Manager, Streets Financial Consulting
Kim Sills, ACA Trainee, Lincoln

Theresa Waddingham, Personal Tax Assistant, Lincoln

Congratulations

Promotions:

Ben Halstead, Director

Chris Connor, Corporate Tax Director
Vicky Prior, Tax Consultant

Ben Eley, Manager

Chris Hubbard, Manager

Karen Doughty, Senior Secretary
Hayley Kinsley, Secretary

Heather Morrison, Secretary

Marriages:

Jonathan Day on his marriage to Katy Johnson
Chris Hubbard on his marriage to Kerry Watson
Linda Applewhite on her marriage to Simon Lord
Oliver Swift on his marriage to Hazel Heath
Nicola Rimes on her marriage to Paul Dougall
Nicky Walker on her marriage to Gary Smith

New arrivals:

Nicola and Paul Dougall on the birth of Alexander Paul
William Godley and Della on the birth of Luke Alexander
Amanda and Rob Legate on the birth of Cian Robert

Faye and Matthew Gooding on the birth of Ralph Isaac
Richard and Hayley White on the birth of Lucas Richard
Kerry and Jonny Vickers on the birth of Olivia May

Rebecca and Stephen Hulsmeier on the birth of Theo James
Shane and Beverley Tharby on the birth of Lucy Abigail
Kelly and Kurt Goodchild on the birth of Esther May
Jilland Mark Shipley on the birth of Benjamin

Rachel Edwards and Ben Halstead on the birth of Alexander

Accounting for Success:

Ben Eley and Tim McConnell for passing their final Chartered Accountants
exams and qualifying as ACA.

Ben Williams on qualifying as ACCA.

Laura Derrick on completing her Certificate in Personnel Practice.
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