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2 Veterinary Matters
Guiding your practice to lifelong prosperity

Opportunities to save tax
With the dust having settled on the Budget held in March, now is
good time to take stock and review what opportunities there are for
you and your practice to save tax.  Here are some ideas to consider.

� stream income to your spouse/civil
partner where they are paying a lower
rate of income tax, as well as to ensure
that both of you are taking full advantage
of your personal allowance;

� if you are a company, defer remuneration
until after 5 April 2013; 

� draw money out of a company as a loan
during 2012/13, rather than receiving
income.  The loan could be repaid after 6
April 2013 (consideration needs to be
given to benefit-in-kind and company tax
implications); 

� accelerate capital expenditure in your
business, so that taxable profits are lower
in the year ended 5 April 2013.  You need
to consider the Annual Investment
Allowance (see later); or

� reward deserving staff with a bonus.

Reduction in the additional rate
of income tax and increase in the
personal allowance
From 6 April 2013, the “additional rate” of
income tax for individuals with income of
over £150,000 is due to fall from 50% to
45%.  The additional effective rate of income
tax on dividends is due to fall from 36.11%
to 30.56%. 

From 6 April 2013, the personal allowance
will increase to £9,205 (presently £8,105). 

If you are likely to pay income tax at the 50%
rate in this tax year (the year ended 5 April
2013), you should consider ways to
legitimately defer income to the following
year, so that you are taxed at the lower 45%
rate. Possible ideas may be to:

Reduction in the main rate of 
Corporation Tax
From 1 April 2012 the main rate of
Corporation Tax has been reduced to 24%
(down from 26%).

If a company’s profits sit in the “marginal”
band (between £300,000 and £1.5m) the
effective rate of tax on profits above
£300,000 is now 25%. 

For a standalone company with profits less
than £300,000, the current rate continues to
be 20%. 

The low rates of corporation tax, by
comparison to what are considered by many
to be punitively high income tax rates, mean
that if your practice is currently setup as a
sole trader or partnership, there may be
considerable tax savings arising from
incorporating and trading through a limited
company or having a company in your
structure. 

Pensions
Every individual is entitled to an annual
allowance for pension contributions of
£50,000 per tax year. An individual’s annual
allowance for a tax year is increased by the
amount of any unused annual allowance in
the previous three tax years. 

Company contributions (which are not
limited by reference to your earnings in the
same way) count towards the £50,000
allowance.

In theory, therefore, if you had not made a
contribution yourself in the current tax year,
nor in the previous three tax years, the
practice could make a contribution of
£200,000 on your behalf now - this may be
unlikely in practical terms but it hopefully
illustrates the point.

Continued overleaf...
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� Accounting and bookkeeping
� Benchmarking and practice profitability

advice
� Business plans, including financial forecasts
� Buying or selling a practice
� Due diligence

� Goodwill valuations 
� Incorporation advice
� Management accounts
� Ownership change
� Payroll
� Preparing your practice for sale

� Raising finance
� Remuneration advice
� Sage installation and training
� Setting up a practice
� Tax advisory and 

compliance services

The services that we offer include advising in the following:

If you are a 50% tax payer, then it may be
worth accelerating/increasing the contribution
in the tax year to 5 April 2013 to benefit from
5% extra tax relief. 

In order to protect your own or the Practice’s
cash funds, you may wish to consider
transferring an interest in a property into a
pension fund rather than making cash
contributions.  A ‘self invested pension plan’
(“SIPP”) can offer many advantages over a
typical pension fund. Transferring the property
in to the fund constitutes the pension
contribution, and the fund is then able to
charge the practice rent. This will grow within
the fund tax-free, whilst the rent payable is tax
deductible for the practice. If you 
would like to consider this further, please note
that specialist advice should be sought. 

Withdrawal of Child Benefit
From 7 January 2013 Child Benefit will be cut
for families where one parent earns more than
£50,000. The benefit will be completely
eliminated where one parent earns more than
£60,000. 

Although the threshold for losing the allowance
has been increased, it remains a little
inequitable. Where it is possible to equalise

income between couples then there are still
opportunities to maximise your state benefits. If,
for example, income is streamed appropriately
between a husband and wife such that they
each earn below £50,000 then Child Benefit
should not be affected.

Capital Allowances (1): the Annual 
Investment Allowance (‘AIA’) 
The AIA - which provides 100% tax relief on
expenditure on capital items such as plant and
machinery (but not most cars) - reduced to
£25,000 (previously £100,000) from 1 April
2012. 

It is now more important than ever to plan
your practice’s capital expenditure appropriately
in order to maximise the relief available. 

Let us take a 31 December 2012 year end: 

Period from 1 January 2012 
to 31 March 2012: 3/12 x 
£100,000 £25,000

Period from 1 April 2012 
to 31 December 2012: 9/12 x 
£25,000 £18,750

Total AIA for December 2012 
year end £43,750

Note that in the above example the
expenditure must have been incurred by 31
March 2012 in order to benefit from £25,000
of allowances, but there remains £18,750 of
capital expenditure qualifying for 100% relief. 

Capital Allowances (2): writing 
down allowances
Any expenditure qualifying for capital
allowances but not covered by the AIA is
subject to writing down allowances. 

� the rate for the general pool is now 18% per
annum; and 

� the special rate pool (for example ‘integral
features’ such as water and heating systems)
is now 8% per annum.

Summary
The good news is that despite the frequently
gloomy outlook painted about the economy,
there are currently many simple and effective
ways in which you and your practice can
minimise your tax.

This release has been prepared as a guide to topics of current financial business interests. We strongly recommend you take professional advice before making
decisions on matters discussed here. No responsibility for any loss to any person acting as a result of the material can be accepted by us.

Hazlewoods LLP is a Limited Liability Partnership registered in England & Wales with number OC311817.
Registered Office: Staverton Court, Staverton, Cheltenham, Glos. GL51 0UX

A list of LLP partners is available from each office. 

Registered as auditors by the Institute of Chartered Accountants in England & Wales.
Hazlewoods LLP is authorised & regulated by the Financial Services Authority.

Mark Harwood
t: 01242 680000

e: mark.harwood@hazlewoods.co.uk

Mark Beaney
t: 01242 680000

e: mark.beaney@hazlewoods.co.uk

Phil Swan
t: 01242 680000

e: phil.swan@hazlewoods.co.uk


