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With spring having arrived and the Chancellor having brought about some welcome news in his 

recent Budget, it’s a good time to take stock and look at some of the tax saving opportunities 

available for your practice.  This newsletter isn’t intended to be an exhaustive summary of the Budget 

announcements, but focuses on a few of the relevant areas for you as a Practice Manager.

Capital expenditure – spend spend spend!

Well, that’s what the government are hoping you will do: spend spend spend!

A doubling of the Annual Investment Allowance (AIA) to £500,000 took place with effect from 1 April 

2014 (for company corporation tax) and 6 April 2014 (for income tax), up to 31 December 2015, 

being an increase from the previous £250,000.

This is great news for practice’s investing in equipment or undertaking significant capital projects, for 

example extensions/refurbishments, particularly as the government had previously indicated that the 

AIA would be reducing to £25,000 from 1 January 2015!

The AIA provides tax relief for the purchase on plant and machinery.  There is no HMRC definition of 

what is plant and machinery although generally most equipment and commercial vehicles (but not 

cars) purchased by practices will be included.

Expenditure on structural items, e.g. fixed walls do not fall under the AIA.  If you are considering a 

significant capital project, it would still be worthwhile speaking to your accountant first to ensure that 

the costs are treated in the most tax efficient way.

The government have indicated that the AIA will reduce down to £25,000 from 1 January 2016.  

Based on how previous AIA changes have worked, if you have a future accounting period ending 

after 31 December 2015, then you should plan the timing of expenditure particularly carefully  to 

ensure that you do not “lose out” on valuable AIA when transitional rules are applied with the next 

AIA change.  You should speak with your accountant to ensure the timing of expenditure is 

appropriate.
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Employment allowance

Since 6 April 2014, a new employer’s National Insurance (NI) of up to £2,000 per tax year ended 5 

April is available in respect of employees which can be claimed through your practice’s payroll.  

How does this work in practice?  If, for example, your employer Class 1 National Insurance (NI) bill 

is say £1,500 each month, then in April 2014, you could claim a £1,500 reduction in your Class 1 NI 

bill (i.e. reducing it to £nil) with the £500 remaining allowance reducing your May 2014 Class 1 NI 

bill down to £1,000.  The maximum allowance is capped at £2,000.

For practices with minimal staffing costs and therefore total employer’s Class 1 NI of less than 

£2,000 per tax year, the unused allowance will automatically be carried forward to be available in 

future tax years.

There are a few exceptions to which employers can claim, although the vast majority of veterinary 

practices should be eligible if there is a payroll and employer’s NI is being paid.

Further details on the employment allowance are available on the government’s website:

www.gov.uk/employment-allowance

VAT fuel scale charges for private motoring

Changes to the VAT fuel scale charges take effect from 1 May 2014 which should be applied where 

VAT is reclaimed in respect of fuel used for private motoring (unless the VAT reclaim has already 

been restricted to the business element of use).  

Details of the rates are available on HMRC’s website:

www.hmrc.gov.uk/vat/forms-rates/rates/rates-thresholds.htm#8

The above article was prepared for inclusion in the March 2014 VPMA newsletter.

All information contained within this release was correct at the time of print.

The author welcomes questions from readers and can be contacted on 01242 680000 or 

mark.harwood@hazlewoods.co.uk

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 this material can be accepted by us.
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