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As part of the change the Government introduced a new Entrepreneurs' Relief.  In essence 
this relief takes the effective rate of Capital Gains Tax to 10% on a limit of £1,000,000 where 
appropriate qualifying conditions are met.  However this 10% rate is precisely the same as 
would have been achieved under the old rules.  One important point to appreciate is that 
the Entrepreneurs' Relief will apply to the sale of the whole of the business or part of the 
business but will not apply to the piecemeal sale of various assets of the business.  
Therefore anyone looking to sell part of the business assets will need to take professional 
advice.

Inheritance Tax

Over the last few years HM Revenue and Customs have won some cases on Inheritance 
Tax and are taking a tougher line with farmers. 

Agricultural Property Relief has been denied where -

¨ A farmhouse is no longer the hub of the business and not of an appropriate size, 
content, layout and character when taken in conjunction with the area of land.

“Where there is “hope value” over and above the Agricultural value on say a grass 
let arrangement.  

However in an older case from 1999 (Farmer/Giles) Business Property Relief was 
granted in relation to a considerable number of let cottages (where it was 
successfully argued that the letting activities were all part and parcel of one 
business). Therefore, in appropriate circumstances and with the benefit of careful 
planning it may be possible to use this case to your advantage

Talking Tax...

Cash is King

With the tightening economic climate business proprietors will need to pay particular attention to 
cashflow.

Late payment is a major factor in poor cashflow which in itself is one of the main reasons for 
business failures.  For small businesses maintaining a good cashflow is essential to success.

I set out some useful tips to help small businesses maintain a healthy cashflow:

¨ Carry out a credit check.  Conduct a credit check against new customers and set realistic 
credit limits;

¨ Clarity – set out your terms and conditions and tell your customers.  Clearly set out terms of 
trade early on and include them with order confirmation, invoices and other relevant 
paperwork.

¨ Avoid mistakes – check your sales invoices as rectifying mistakes can lead to delayed 
payment.  Address invoices to the proper department and include details of the job, 
purchase order, the correct amount, your business terms and the date.

¨ Invoice promptly – issue invoices on completion of the work and follow-up with a 'phone call 
to check the invoice has arrived and there are no queries.

¨ Credit Control – adopt a follow-up system.  Issue statements and account rendereds and 
'phone your customers if they are late in paying.

¨ Be aware – if your customers are acting differently, avoiding you or sending post-dated 
cheques.  This could signal problems ahead.

¨ Manage stock – plan ahead and do not hold too much stock and consider more frequent 
deliveries.

¨ Negotiate with suppliers – look at longer credit terms and volume discounts, maybe obtain 
better prices by agreeing to pay more quickly than the supplier's normal terms.

¨ Communicate – with your bank, your suppliers, your customers and your accountant.  
Keep people in the loop and tackle issues head-on.

¨ Cover the options – consider alternative funding for business growth such as factoring and 
flexible sources of financing.

¨ Prepare realistic cashflow projections – this exercise can help a business foresee and 
prepare for potential shortfalls.

The risks are especially greater for expanding companies as the combination of delayed billing at 
the same time as an accumulation in stock could result in their being insufficient cash to pay 
suppliers and employees.

Remember - Cash is King

Mike Wevill FCA - Partner Potter Baker, Chartered Accountants, Launceston.

Talking Tax...

Thinking of Starting a Business

How many bidding Richard Bransons are there amongst the readership?

There are a variety of factors which trigger some people into contemplating fulfilling a 
dream of running their own business.

This dream may involve turning a hobby into a business opportunity, exploiting a 
particular expertise or gap in the market.  However, sound planning is required if the 
proposed venture is not to go the same way as many other well intended resolutions.

In starting any business there are many challenges including taxation, accounting and 
legal obligations.

An essential starting point is to prepare a well researched business plan as this will be 
essential in obtaining finance.

Within three months of first trading you must inform H M Revenue & Customs that you 
have started a business and there are penalties for late notification.  Furthermore, you 
will need to give consideration to the most appropriate business structure for your 
circumstances which could be a limited company, sole trader – self employed, or a 
partnership of two or more individuals.  The choice you make will affect your National 
Insurance status and taxation liabilities.  You will need to consider the effects of VAT 
and once your annual turnover exceeds £64,000 you must register for VAT

It is advisable to seek the advice of an accountant at the onset, preferably by obtaining 
a recommendation from someone else in business.  Your accountant should then help 
you to ensure that your business is running properly and that you are benefiting from 
the various allowances available.  Your accountant should be able to assist you in 
setting up good manual or computer records and help you in relation to payroll and 
other business accounting requirements.

Whilst there are many hurdles there are undoubted rewards for individuals with the 
appropriate dedication.

Mike Wevill FCA - Partner Potter Baker, Chartered Accountants, Launceston
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