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Raising business finance: key sources to consider

The government recently launched a new scheme to match small businesses which are unable to access finance from
big banks with alternative finance options. This article outlines the new service, and also highlights some additional

funding options to consider.

The new Bank Referral Scheme

Under the new initiative, the government requires nine of the UK’s
biggest banks to pass on the details of small businesses which
have been rejected for finance to three finance platforms: Funding
Options, Business Finance Compared and Funding Xchange.

These platforms will share this information with alternative finance
providers in order to ‘facilitate a conversation” between the small
business and any finance provider who expresses an interest in
them. The banks are required to offer access to these finance
platforms — however, businesses must give permission for their
details to be shared.

Utilising an alternative finance source

If the government’s new small business funding initiative is
unsuitable for your business requirements, you may wish to consider
alternative sources of finance. Below we outline some different
methods for securing the funding you require.

Check your eligibility for a grant or government support

You may be able to make use of a grant or other type of support.
Grants are usually provided by local councils, the government and
charities, and can be an inexpensive form of financing. Grants and
similar subsidies are typically non-repayable, but tend to be highly
sought-after, resulting in fierce competition for this type of funding.

However, government grants are usually only offered to businesses
operating in specific sectors and for specific projects. You may be
required to cover part of the cost of your project, or to match the
funds granted to you.

Other sources of government funding may prove to be beneficial:
the government-owned British Business Bank, for instance. The
Bank works with a variety of partners, including other banks,
venture capital funds, web-based platforms and leasing companies.

Leasing equipment

Leasing the equipment you use has its own benefits. You may be
able to avoid spending large amounts of money in one lump sum.
This may prove beneficial from a cashflow perspective, but in
some cases monthly leasing may be more expensive than simply
purchasing the asset outright.

Leasing also gives you access to a high standard of equipment,
which may then be eligible for an upgrade when your contract
ends. Hire purchase agreements present an attractive alternative to
leasing: these allow you to acquire business assets without having
to pay upfront for the entire item, and contracts usually include an
option to purchase at the end of an initial period.

Qualifying business equipment costs may be tax-deductible — please
contact us for further information.

Sell your stake in the business to a shareholder

Selling part of your stake in the business to an investor may be
another option. If you decide to sell part of your business, any profit
(or loss) the business makes will be shared with the investor. The
advantages may potentially outweigh the disadvantages — interest
is not charged and there are no
monthly repayments.

Note, however, that only
limited companies are
able to sell shares so sole
traders and partnerships
must make use of other
avenues.

Please contact us for
further assistance with
your funding needs.




The 2016 Autumn Statement: a round-up of key measures

In his first major financial statement, the new Chancellor Philip Hammond unveiled a number of measures that may

affect you and your business.

Business measures

Corporation tax

The Chancellor reconfirmed that the corporation tax rate, currently
20%, will be reduced to 19% for the financial years beginning

1 April 2017 onwards, with a further reduction to 17% coming into
effect for the financial year beginning 1 April 2020.

National insurance contributions (NICs)

The national insurance secondary (employer) threshold and the
national insurance primary (employee) threshold will be aligned
from April 2017, meaning that both employees and employers will
start paying national insurance on weekly earnings above £157.

Salary sacrifice

From April 2017, the tax and employer national insurance
advantages of salary sacrifice schemes will be removed, except for
arrangements relating to pensions (including advice), childcare,
Cycle to Work and ultra-low emission cars. Arrangements in

place before April 2017 will be protected until April 2018, and
arrangements for cars, accommodation and school fees will be
protected until April 2021.

VAT flat rate scheme

A new 16.5% rate of VAT will apply from 1 April 2017 for businesses
with limited costs, such as labour-only businesses. Anti-forestalling
provisions have been introduced to prevent any business defined as
a limited cost trader from continuing to use a lower flat rate beyond
1 April 2017.

Employee shareholder status (ESS)

The tax advantages linked to shares awarded under ESS have
been abolished for arrangements entered into on or after

1 December 2016, and the status itself will be closed to new
arrangements at the next legislative opportunity.

Any increases in the hourly rates will in future take place in April,
rather than in October, as set out in the table.

Mr Hammond also announced additional support targeted at small
businesses to help them to comply with the NMW legislation,

and a campaign aimed at raising awareness amongst workers and
employers regarding their rights and responsibilities.

Personal measures

Income tax

The personal allowance will rise to £11,500 from 6 April 2017, while
the higher rate threshold will increase to £45,000, as previously
planned. The government has committed to raise the income tax
personal allowance to £12,500 and the higher rate threshold to
£50,000 by the end of this Parliament.

ISA limits

From 6 April 2017, the annual subscription limit for Junior ISAs
and Child Trust Funds will be uprated in line with CPI to £4,128.
As previously announced, the ISA limit will rise from £15,240 to
£20,000 from 6 April 2017.

National Living Wage and National Minimum Wage

The rate of the National Living Wage will increase to £7.50 an
hour from April 2017. The government has also accepted all of the
recommendations of the Low Pay Commission for the National
Minimum Wage (see below).

Money Purchase Annual Allowance (MPAA)

April 2015 saw the introduction of new pension flexibilities. Once
an individual has accessed their pension savings flexibly, if they
wish to make any further contributions to a defined contribution
pension, tax-relieved contributions are restricted to a special
MPAA. Subject to consultation on the detail, the MPAA will be
reduced from £10,000 to £4,000 from April 2017.

Insurance premium tax (IPT)

The standard rate of IPT will rise again from 1 June 2017, from 10%
to 12%, marking a doubling of the tax within a period of just over
18 months.

The Chancellor also revealed that his first Autumn
Statement would be his last, as following the Spring
2017 Budget and Finance Bill, future Budgets will be
delivered in the Autumn.

. Age Age Age 25and
*
Apprentices™ ;%7 1820 2124 over
National
Minimum £3.50 £4.05 £560 £7.05 -
Wage
National
Living Wage - - - £7.50

* under 19, or 19 or over and in the first year of their apprenticeship
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Introducing the new Lifetime ISA

Under 40? If so, then you may be able to apply for the new Lifetime ISA, which is being launched from April.

What is it?

From April 2017, any adult under the age of 40 will be able
to open a new Lifetime ISA account, into which they can
deposit up to £4,000 each tax year. They will then receive a
25% bonus from the government on any savings put into the
account before their 50th birthday.

Both the tax-free savings and the government bonus can

be used for a deposit for a first home in the UK worth up

to £450,000 at any time from 12 months after first saving
into the account. Alternatively the funds, including the
bonus, may be withdrawn from the Lifetime ISA from age 60
tax-free, for any purpose. Lifetime ISA holders can access
their savings if they become terminally ill.

Savers can also withdraw money before their 60th birthday
for other purposes, but a 25% government charge will be
applied to the amount of the withdrawal, together with a
‘small additional charge’.

New amounts contributed to a Lifetime ISA will count
against an individual’s overall ISA limit for the year (£20,000
from April 2017), as well as the Lifetime ISA limit. An
individual will only be able to pay into one Lifetime ISA each
tax year, as well as a Cash ISA, a Stocks and Shares ISA and
an Innovative Finance ISA.

Lifetime ISA versus Help to Buy ISA

Individuals intending to use the savings to purchase a first home
may want to consider whether it is more beneficial to invest in a
Lifetime ISA or a Help to Buy ISA, and the decision will depend on
their individual circumstances. The table highlights some of the
key differences between the accounts.

As a general point, the Lifetime ISA is intended as a long-term
savings product, whereas the Help to Buy ISA is designed to be a
short-term savings product and is only open to new savers until
30 November 2019.

During the 2017/18 tax year only, savers who already have a
Help to Buy ISA will be able to transfer any funds built up before
6 April 2017 into a Lifetime ISA without these counting towards
the Lifetime ISA contribution limit.

- Lifetime ISA Help to Buy ISA

Savings £4,000 a year with £200 a month,
limit no monthly maximum with an option to
amount invest an additional
£1,000 in the first
year
Bonus 25% — worth £1,000 25% — capped
a year if the maximum at maximum of
amount is saved. £3,000. A minimum
There is no minimum of £1,600 must be
contribution limit that invested before
must be met before the  the bonus can be
bonus is paid claimed
When is the At the end of 2017/18 At the point of
bonus paid?  and monthly from purchase (usually
2018/19 between exchange

and completion)

Maximum £450,000 anywhere in £250,000 or
property the UK £450,000 in London
price

Eligibility Anyone aged 18-40 Any first-time buyer

aged 16 and over

What about pensions?

Some taxpayers in their 20s and 30s could opt to save into a
Lifetime ISA rather than into a pension. However, for higher
rate taxpayers the government top-up on pension contributions
is effectively 67%, so after full tax relief £6,000 of pension
contributions provides an investment of £10,000.

It is also important to consider withdrawal rules. Individuals who
are currently eligible for a Lifetime ISA will be able to take money

.om their pension at age 57 (the minimum pension access age

applying from April 2028). Yet they will need to wait until age
before withdrawing their money from a Lifetime ISA without
ing the bonus, the accrued income associated with it, and also
incurring a penalty.

The biggest constraint of the Lifetime ISA will be the annual
investment limit of £4,000. Those who can afford to contribute
more than this may want to utilise their Lifetime ISA alongside
making payments into a pension scheme.

Please contact us if you would like more information on
making the most of your wealth.




Business Round-up

New 12-sided £1 coin set to be introduced

The Treasury has urged businesses to prepare for the introduction
of the new 12-sided £1 coin, which the government hopes will help
combat the production of counterfeit coins. In order to tackle this
issue, a hidden “high security feature” has been added to the new
£1 coin, in an effort to make its design harder to replicate.

The government has called for firms which handle cash to adapt or

upgrade their equipment and train their employees on
the features of the new coin, which will come into
circulation on 28 March 2017.

Following its introduction, there will
be a six-month period during which

'@ 4% both the old and the new coin

@4 will be in circulation. Both will be

79/ accepted as legal tender during this

" time. The new coin will then replace the

existing 30-year-old coin, which will be

demonetised after 15 October 2017.

Small firms set to benefit from new payment
transparency

The government has outlined new measures that will require
large companies to publish details on how quickly they pay
their suppliers.

The proposals, which come into force in April 2017, will
require large firms and limited liability partnerships (LLPs) to

Web Watch

Essential sites for business owners.

www.exportingisgreat.gov.uk
Information and advice for businesses

publicly report twice a year on both their payment practices
and performance, including the average time taken to pay
supplier invoices.

A recent report by the Federation of Small Businesses found that,
on average, 30% of payments are late.

The measures form part of a package to tackle late payments,
which also includes the appointment of a Small Business
Commissioner who, from Autumn 2017, will support small
businesses in resolving payment disputes.

The government hopes the new measures will increase transparency
and help small businesses to make ‘informed decisions” in regard to
who they do business with.

Wales set to receive income tax powers in 2019

The Scottish government recently confirmed that it will be
exercising its additional tax powers, by changing the higher rate
income tax threshold in line with inflation for the 2017/18 tax year.

In a devolutionary deal similar to the one granted to the Scottish
government, the Welsh government has also been given new
powers to set its own rates of income tax, with effect from

April 2019, as part of an arrangement with the UK Treasury.

The amount of capital borrowing available to the Welsh government
will also double to total £1 billion.

The Welsh government has already been granted new stamp duty
powers. From April 2018, a new Land Transaction Tax (LTT) will
replace stamp duty land tax (SDLT) in Wales.
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to employees.

distributors can accept any responsibility for loss occasioned to any person as a result of action taken or refrained from in consequence of the contents of this publication.
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