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Time is running out for the
opportunity to bring tax relief
forward...

The maximum annual spend on capital
expenditure that qualifies for 100% Annual
Investment Allowance (AlA) is to reduce
from £100,000 to £25,000 from

6 April 2012 (1 April for companies). At
the same time, the annual writing down
allowance (WDA) will also reduce from
20% to 18% (10% to 8% on certain
assets). For a business with a year end
other than 6 April, the limits are time
apportioned so for those whose next year
end is after 6 April 2012, the new limits
have already come into play.

If the expenditure was delayed to say
25 April, tax relief would be restricted to
100% on £25,000 and 18% on £125,000.

The date an asset is acquired can dramatically
affect entittement to tax relief so it is very
important to make your purchase at the
correct time to maximise relief. Getting

it wrong can be costly but do take care

as the allowance will be affected by other
expenditure already incurred in your financial
year. Despite the temptation to bring forward
capital expenditure, if this is not a sensible
commercial decision, you should not let tax
incentives override commerciality.

You therefore have to decide if it is beneficial
to bring forward capital expenditure to
secure higher tax relief. In most cases it
will be, but not always. For example, a
business with a 31 March year end has
not spent anything approaching its year
end. If it spends £150,000 on qualifying
plant before 31 March it can claim 100%
relief on £100,000 and 20% on £50,000.

It is important to understand what HMRC
consider as the date of purchase. HMRC
regard acquisition as the date when there
becomes an unconditional obligation to
pay, normally date of delivery but there are
special rules for assets acquired on HP.

Integral features. .. a reminder for this 'new’
capital allowance...

Although agricultural buildings and industrial
buildings allowances have disappeared,
the relatively new allowance for expenditure
on integral features can be very valuable.
Normally only a 10% WDA, soon to become
8%, can be claimed on integral features
but the 100% AIA can also be claimed.

It is normally beneficial to claim AIA on
expenditure on integral features rather on
than other plant and machinery to preserve
the higher WDA.

When you acquire new business premises,
it is almost certain that a claim for tax relief
can be made for integral features as well

as plant and machinery within the building.

rmercenr

Likewise if you are having business or

3. A space or water heating system, a

hole

commercial property investment premises
constructed, there is likely to be a
considerable element of the cost that
qualifies for tax relief as integral features
or as plant and machinery. [t is important
that this valuable tax relief is not lost and
qualifying expenditure is identified as early
as possible.

Each of the following is an integral
feature and often part of a building
or structure:

1. An electrical system (including a lighting
system)
2. A cold water system
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powered system of ventilation, air cooling
or purification and any floor or ceiling
comprised in such a system.
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Agricultural Property Relief (APR)... a reminder

APR is on the list of tax reliefs to be examined
by the Tax Simplification office, so if tax free
succession is to be achieved it is important
that current owners of farms do everything
possible to qualify for APR.

APR claims may fail where arrangements put
in place years earlier met the then qualifying
conditions, but have since been overtaken
by changes in family circumstances or style
of farming.

Conditions for APR have to be satisfied
continuously either by farming in hand for a
two year period or the land let for agriculture
for a seven year period prior to the relevant

date. If the conditions are not fully satisfied
relief will be wholly denied as there are no
apportionment provisions.

Ideally evidence should be retained supporting
the agricultural character, such as old sale
particulars and other evidence that the
property has been a working farm. It is not
helpful applying for planning permission

on ‘redundant’ farm buildings, applying

for a reduction in council tax or rates if
properties are not occupied or referring to the
deceased’s occupation as ‘retired farmer’.

[t is often overlooked that pasture grazed

by recreational horses does not qualify as
agricultural occupation.

Further notes on the Farmhouse
- Everybody knows that farmers never retire!

In addition to this, we are all living longer so
absence from the farmhouse due to illness
is more likely than in the past and this can
cause a problem for APR. If, for example,
the occupant has to be taken into hospital
or care APR will be denied if the property

is used to fund care costs. Relief should
continue to be available if the absence

is for less than two years, if the house is
kept ready for the expected return of the
occupant and the house continues to function
as the farmhouse.

HMRC continue to argue that relief is not
due if there is no 'realistic’ prospect of
return, although who is qualified to offer this
opinion is not explained.

If the farmer has relatives or can afford
carers and so remain in occupancy of the
house, HMRC will probably not raise the
question of agricultural occupancy. Those
with no relatives and unable to afford home
care must expect their qualification for APR
to be challenged by HMRC and at risk of
failing to qualify for APR.

About Mercer & Hole

Whether you are a business or charity, an individual or representing your family
in seeking assistance, the partners of Mercer & Hole can help you with much
more than standard accountancy or tax compliance. We take the time to
understand our clients’ current situations and their future aspirations, and we
aim to provide a very personal service tailored to their specific requirements.

We achieve the highest standards of technical excellence, but what we

believe singles us out is our passion and determination to exceed our clients’

expectations.

Our personal, partner-led service extends far beyond the UK, as Mercer &
Hole is a founding member of TIAG (The International Accounting Group), a

Buildings can be even more of a problem.
To qualify they must be occupied with the
agricultural land and be of a character
appropriate to that land for the requisite

two or seven years. Evidence should be
retained supporting the fact that they are
being used for agricultural purposes. Once
again buildings used for housing recreational
horses will, as for pasture, prevent relief
being available.

We emphasise that this is just a brief
summary, not comprehensive and intended
as reminder to discuss your current
circumstances with your adviser or ourselves.

If you would like to discuss any of

the issues raised in this edition of
Farming Focus, please contact

Mike Reed on (01908) 605552 or your
usual Mercer & Hole contact using the
contact details below.

global alliance of high quality, independent accounting firms, which has more
than 100 member firms based in over 60 countries. We use the Group, or its
sister network, TAGLaw, whose members include over 150 law firms based in
nearly 100 countries, at least once a week responding to both the business and
personal issues of our clients.

This newsletter will give you an insight into the firm and you can find out much

more by visiting our website at www.mercerhole.co.uk. The site includes not
only full details of the services we offer, but provides visitors the opportunity to

subscribe to our blogs, which offer regularly updated comment and solutions to
topical issues facing organisations and individuals.
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