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With Brexit (or, at the time of writing this, maybe
no Brexit), Making Tax Digital, uncertainty in the
property market and the high street banks still
following stringent policies on lending, running a
successful business certainly has its challenges.
Oh, and there’s tax to pay in January too!
In this December edition of “The Asset” we’ve kept
the entrepreneur at the forefront of our minds when
selecting our three main subjects on offer:• Reducing your January tax bill
• Protecting your business against HMRC
• What you need to know about MTD
All down-to-earth stuff aimed to give you some
useful information about just a few of the areas we
are continually being asked about by our clients, be
they mature businesses with sales exceeding £1m or
fledgling companies embarking on their
first year in the marketplace.

Some very
lively months
ahead for all
of us, I feel.

There’s also a brief article to bring you up to speed
with a successful merger that completed last month
between our firm and Consilium Accountants and
Business Advisers . It’s always exciting to bring
good, new people in to the team and to attract ambitious, new clients to the firm . With the Consilium
merger, I reckon we’ve managed to “kill two birds with
one stone.” Only time will tell.
Someone mentioned to me many years ago that, if
you’re running your own business, you’re likely to be
faced with approximately 200 issues to resolve today.
He went on to say that in twelve months’ time you’ll
still have 200 issues to resolve …………. but they
will be different ones!
Here’s hoping that this newsletter helps you with
one or two of your current issues.
All the very best for Christmas and the New Year
Ian Lloyd
Managing Partner
Styles and Co / Consilium Accountants
and Business Advisers

Reduce the tax you’ll be paying next January

How did we manage to do that?
The client in question, after taking further
advice from his Independent Financial
Adviser (IFA), decided to invest some of his savings in
The Enterprise Investment Scheme (EIS)
The Enterprise Investment Scheme is designed to
help smaller, higher-risk companies raise finance by
offering tax relief on new shares in those companies
that qualify. For the investor, such as our client, it’s
a tax efficient way to invest in small companies –
up to £1,000,000 per person per year in qualifying
companies.
January 31st is fast approaching I guess
you’ll have some income tax to pay!
Here at Styles and Co, like most
accountants in the UK, we are right in the middle of
tax return season and some of our clients are still
scurrying around searching for the information that
we need to get everything completed by the deadline
date in the New Year.
On the other hand, we have a whole host of other
clients for whom everything is already done and
dusted. They are completely organised and fully in
control of their financial affairs.
Not only have we already submitted their tax
returns to HMRC but we have also helped them to
significantly reduce the tax they will need to pay in
January.
One such client had a tax liability of more than
£45,000 looming at the time we prepared his draft
tax return. Then, after discussing the figures with
him, and looking at the options available to him, we
reduced his tax liability to less than £1,000.

What makes it even more attractive is the ‘carry back’
facility where investments can be applied
to the preceding tax year.
Again, this is exactly what our client did. By making
the valid investment before 5th April 2019 he was
(or, more to the point, we were, on his behalf) able to
apply the EIS relief to reduce his 2017/18 tax liability
which was due to be paid by 31st January 2019.
We appreciate EIS is not for everyone.
Nonetheless, there are other interesting benefits
that might make it worth your while making such an
investment – after all, it’s not too late to act now in
order to reduce your tax bill next month!
Here are just a few other features of EIS.

Tax reliefs available with EIS
1. Income Tax Relief

3. Loss relief

There is no minimum investment through EIS in any
one company in any one tax year. Tax relief of 30%
can be claimed on investments (up to £1,000,000 in
one tax year) giving a maximum tax reduction in any
one year of £300,000, provided you have sufficient
Income Tax liability to cover it.

If shares are disposed of at a loss, the
investor can elect that the amount of the loss, less
Income Tax relief given, can be set against income of
the year in which they were disposed or, on income of
the previous year instead of being set of against any
capital gains.

EIS allowances are allocated individually; therefore a
married couple could invest up to £2 million each tax
year and be eligible for Income tax relief. The shares
must be held for at least three years from the date of
issue or the tax relief will be withdrawn.

4. Capital Gains Tax deferral relief

People connected with the company are not eligible
for Income Tax Relief on their shares.
2. Capital Gains Tax exemption (CGT)
Any gain is CGT free if the shares are held for at least
three years and the income tax relief was claimed
on them. Shares can be held for much longer and
therefore potentially enable the investor to be accrue
their CGT exemption over a long period of time which
can be a great attraction.

Payment of CGT can be deferred when the gain is
invested in shares of an EIS qualifying company.
The gain can be made from the disposal of any kind
of asset but the Investment must be made one year
before or three years after the gain arose - connection
to company does not matter. Unconnected investors
are eligible for relief from both Income tax and CGT
referral relief.

Carry Back
There is a ‘carry back’ facility which allows for all or part of the cost of shares acquired in one tax
year, to be treated as though those shares had been acquired in the preceding tax year. Relief is then
given against the Income Tax liability of that preceding year rather than against the tax year
in which those shares were acquired.
This is subject to the overriding limit for relief for each year.

Please Note
The availability of any tax relief, including EIS and SEIS, depends on the individual circumstances
of each investor and of the company concerned, and may be subject to change in the future. If you
are in any doubt about the availability of any tax reliefs, or the tax treatment of your investment, you
should obtain independent tax advice before proceeding with your investment.
Alternatively, please feel free to contact Amy Lowe from Styles and Co Financial Planning by phoning
her on 01925 761600 or by email amy.lowe@stylesandco.co.uk and she will gladly provide you with
more information to help you decide whether EIS is appropriate for you.

Restrictions with EIS
Connection to the Company

Claiming your tax relief

Should the investor be connected to the company,
they are not eligible for Income Tax Relief.
Connections are defined through financial interest or
employment.

The investor can only claim relief once the
company sends through an EIS3 form. Claims
are made through the Self-Assessment tax return
for the tax year in which the shares were issued.

Connection by financial interest

Claims can be made up to five years after the
investment after the first 31 January following tax
year in which investment was made.

An individual is connected with the company if they
control the company or hold more than 30% of the
share capital or voting rights. These conditions apply
for up to 2 years before and 3 years after the share
issue. If during this time, the individual becomes
connected, then the relief will be withdrawn.
All relatives except brothers and sisters are included
within these restrictions.
Connection by employment
Partners, directors and employees of the company
are all connected with it and therefore not eligible,
as are associates. Associates are business partners,
trustees and relatives. Again, these conditions apply
for up to 2 years before and 3 years after the share
issue.
The only exceptions are Business Angels – where
the connection is as a director who receives no
remuneration from the company.

Tax relief that is reduced or withdrawn
Tax relief will be withdrawn if you become connected
to the company or if the company loses its qualifying
status.
The relief will be either reduced or withdrawn if the
Shares are disposed of or if the investor receives
“value” from the company such as a loan or an asset
below market value.
Examples
Below are a few examples of how EIS tax relief works.
To make the maths easy, let’s assume you invest
£10,000 in each case and you’re in the 45% tax
bracket.

Case 1:

Case 2:

Case 3:

The company does well and
doubles its value and you hold
the shares for three years

The company value
stays the same

The company closes and your
shares are worth nothing

Investment =
£10,000

Investment =
£10,000

Investment =
£10,000

Income Tax relief =
£3,000
(as a reduction in
your income tax bill)

Income Tax relief =
£3,000
(as a reduction in
your income tax bill)

Income Tax relief =
£3,000
(as a reduction in
your income tax bill)

Capital Gains Tax =
£Zero

Share sales =
£10,000

Your gain =
£13,000
(£10,000 profit from the sale
plus £3,000 income tax relief)

Your gain =
£3,000
(from the income tax relief)

At risk capital =
£7,000
Loss relief on at risk capital @
45% = £3,150
Your actual loss =
£3,850
(£10,000 – [£3,000 + £3,150])

Making Tax Digital for business: Your questions answered
The Making Tax Digital (MTD) for VAT deadline is
drawing closer. It’s less than four months until UK
businesses that are VAT registered and above the
threshold will be required to keep their records
digitally, and submit VAT returns to HMRC using
MTD-compatible software.
OK, so MTD won’t be delayed any further?
A number of areas of MTD have been delayed until
earliest April 2020. However, HMRC has confirmed
that Making Tax Digital for business (MTDfb) will
come into effect in April 2019 starting with MTD for
VAT. From 1 April 2019, VAT registered businesses
that are above the VAT threshold (currently £85k)
will be required to keep their records digitally and
submit VAT returns to HMRC using MTD-compatible
software.
Other areas of MTD such as Income tax and
Corporation tax have been put on hold until April
2020 at the earliest.

So what should we be doing now to make sure
we’re ready?
If you’re already using commercial software to submit
your VAT returns, you don’t need to do anything right
now. If that isn’t the case, then please do get in touch
so we can help you navigate through this with as little
disruption as possible.
What else should I be aware of?
MTD for VAT is due to commence for VAT periods
starting on or after 1 April 2019. So all businesses will
need to comply with the new process from this date
onwards. This means that many businesses will need
to make a decision about their accounting software
soon to avoid facing the complication of changing
part way through their accounting year.
For example, a business with a 31 December 2018
year-end will need to use MTD-compatible software
from 1 January 2019 to allow for the MTD
requirements that will be required from April 2019.

I’ve still got questions…
Please feel free to contact Joanne Nabb at
joanne.nabb@stylesandco.co.uk or 01925 761600
if you need further help or guidance.

United we stand
On Friday 23rd November, we completed our
successful merger with Consilium Accountants
and Business Advisers Limited and now extend a
very warm welcome all the staff and clients
of Consilium to Styles and Co.

“I’ve spoken to dozens of business owners and the
most common issue they all faced was spending far
too long trying to get to grips with how their
businesses are performing right now and
understanding what they need to do to generate
more profit and cash.” said Paul McGerty.
“Our merger with Styles and Co has helped us to find
a practical, workable and highly economical solution
for our fast growing SME clients”.
In this modern age, business owners need useful
data that they can rely on to assist in making the
important decisions which will drive their profits
upwards. They need a coherent, yet effective
management reporting system to readily identify the
areas of business that will impact the most on their
results.
The Styles Management Information service gives
business owners 24/7 access to the information that
really matters to them, and provides assistance from
a team of professional, experienced accountants.
In addition, by adopting the Styles Management
Information service, entrepreneurs throughout the
North West will:-

The partners here at Styles and Co have known Paul
McGerty, founder of Consilium, for more than 10
years and have already worked alongside him on a
variety of interesting projects to help several of the
SME clients included in his rapidly expanding client
portfolio. We look forward to helping a lot more
together in the future.
Indeed, to mark the occasion, we have launched our
very own innovative, cloud based Styles
Management Information (SMI) service. This
package provides small business owners with the
management information needed to make effective
business decisions.
What’s the biggest challenge for business owners in
the UK? According to Graeme Hindley, one of our
partners, it’s wasting precious time and money on
areas of their businesses that will have no impact on
their bottom line.

• Save time and effort – by knowing their numbers
are right, first time, every time
• Increase their profits – all the SMI reports are
designed with this in mind.
• Have direct access to a virtual FD – WITHOUT
having to suffer the related salary costs.
Every SMI package is tailored to give the business
owner complete peace of mind; in the knowledge that
their finance function is running smoothly and providing them with the information they desire to become
even more successful.
For additional information, contact Graeme Hindley,
Partner at Styles and Co. on 01925 761600
or graeme.hindley@stylesandco.co.uk
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