June 2005 enews - introduction 

Summer has well and truly arrived. Against a background of Wimbledon and some tremendous cricket we bring you a series of excuses……..reasons why the tax credit system isn’t working, reasons for late payment of invoices and reasons for the delay in processing employer’s end of year returns. We also bring you updates on the case of Arctic Systems (relating to dividends paid by a husband and wife company) and the 48 hour working week. 
We hope you enjoy our round up of news items this month. Make the most of the summer - it won’t be long before someone tells you that the nights are drawing in!
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arctic systems – husband and wife companies

We reported last month on the High Court decision in the Arctic Systems (husband and wife company) case. The case hinged on whether dividends paid by the company to the wife (who was not a higher rate taxpayer) could be taxed instead on her husband (who was a higher rate taxpayer). In the High Court the Judge decided that they could applying what he referred to as ‘well established principles’ (namely legislation relating to settlements and arrangements) to the facts of the case.

It has now been confirmed that the case is being appealed further and will go to the Court of Appeal. So we are still no further forward in terms of the final outcome of the case or how the Revenue views its implications. At this stage any further comment would be purely speculative but you can rest assured that as soon as there is something more definitive and helpful to say – we’ll say it. 

tax credits fiasco
At last its official – the tax credits system isn’t working.
The Revenue has announced that £51 million of overpaid tax credits has been written off. At the end of April 2005, 125,000 disputed overpayment cases were awaiting a decision with 495 Revenue staff working on them. The latest figures show that nearly half of the 5.7 million awards made in 2003/04 had to be adjusted. 

The Parliamentary Ombudsman has reported that the system ‘appears unable to provide an immediate, responsive and appropriate service, particularly when things go wrong’. Specific recommendations for a radical overhaul of the system have been made as well as a suggestion that ‘consideration should be given to writing off all excess and overpayments caused by official error which occurred during 2003/04 and 2004/05’. Watch this space.
Internet Links:

To read the government’s comments go to:
Government’s comments on tax credits
For further detail on the recommendations of the Ombudsman see:

Ombudsman recommendations
review of finance for small businesses
In 2004 Warwick Business School in conjunction with the Bank of England undertook a major survey of small and medium-sized businesses (SMEs) in the UK with a view to:
· providing benchmarking data on the availability of credit to SMEs and the types of finance used

· collecting information on the relationship between SMEs and their providers of finance.

2,500 SMEs were surveyed and the resulting report contains a wealth of information. In particular the report covers:
· the need for finance, constraints on external finance and the extent to which businesses fail to get the finance they need

· issues relating to the supply of SME finance

· an analysis of the amount of different types of finance used by SMEs.

Internet Link:

To read more about the survey and its results go to:
Warwick Business School survey
the cheque’s in the post and other unlikely stories!
Late payment of invoices is a big problem for many businesses with the DTI estimating that at least 10,000 businesses fail each year as a result. 
The Better Payment Practices Group has included a list of the most common excuses for late payment on its website and offers suggestions as to how to deal with them if you are on the receiving end. Besides ‘the cheque’s in the post’ other excuses include lost invoices and computer downtime. 

Internet Links:

To read the excuses and tips for dealing with them go to:

Late payment excuses and tips
48 hour working week
We have reported in recent months on the EU’s decision to scrap the individual opt-out the effect of which would have been to strip employees of their right to work more than 48 hours per week. 
The UK government has won the first round in its battle to retain the opt-out. Whilst the right to opt-out is not guaranteed indefinitely it will be retained for the time being. 
Internet Links: 

Both the FSB and FPB have issued Press Releases on the subject. They can be found at:

FSB press release
and

FPB press release
2004/05 PAYE overpayments
The Revenue has announced that due to delays in processing employer’s 2004/05 end of year returns, employers due a repayment may reduce their next PAYE payment by a corresponding amount rather than wait for the repayment. If this is not possible because for example no PAYE payment is due then the suggestion is to write to the Revenue to claim the repayment. 

Employers with fewer than 50 employees who have filed online are due a £250 tax-free online filing payment. Due to the delays the Revenue suggest that employers take the benefit of the £250 due by reducing 2005/06 payments so long as the employer has had an acceptance message for filing the return online. 

Employers wishing to avoid unnecessary payment reminders for periods where there is no payment due because of the offset are advised to submit a ‘nil’ payslip to the Revenue. 
Finally the Revenue’s excuse for the delays is additional testing of their new computer system.

Internet Link:  

To read the Revenue’s statement go to:

Revenue’s statement
For further comment on the tax-free incentive payment see:
Tax-free incentive payment
charity news

Gifts of goods to charity
The Revenue has confirmed that charities cannot claim repayment of income tax under Gift Aid when they receive a donation of goods. This is because Gift Aid only applies to gifts of money. Some points relating to this have been added to the Revenue’s detailed guidance notes on Gift Aid as have some practical considerations that need to be taken into account before making a claim for Gift Aid. 

The Essential Trustee

The Charity Commission has produced a new style publication entitled ‘The Essential Trustee: What You Need To Know’. It explains the duties and responsibilities of being a trustee.

Charity regulators

The charity regulators in England and Wales and Scotland have signed a new agreement to reduce overlap of regulations and to help achieve greater consistency in the charity sector across the UK. 
Internet Links:  

To read the Revenue’s Press Release on gifts of goods go to:

Revenue press release
The detailed guidance notes on Gift Aid can be found at:

Guidance notes on Gift Aid
To access the Charity Commission’s new publication on trustees go to:

Charity Commission publication


Details of the new charity regulators’ agreement can be found at:
Charity regulator’s agreement
the queen’s awards for enterprise
During June, nearly 150,000 UK companies received information on ‘The Queen’s Award’ scheme. 
The awards fall into two main categories:

· business awards under the three headings of International Trade, Innovation and Sustainable Development

· an award for individuals – ‘The Queen’s Award for Enterprise Promotion’.

Any size of UK business can apply so long as they employ at least two people, can demonstrate commercial success and are high achievers in their field. The awards provide a valuable promotional and marketing tool for business.

But you don’t have to wait to be asked!

Direct applications can now be made. Application and nomination forms for both business and individual awards as well as information on how to apply, can be found on the Queen’s Awards website (see the link below). There is also a helpline number 020 7222 2277. The deadline for this year’s awards is 31 October 2005 and the winners will be announced in April 2006.
Internet Links:

The DTI Press Release giving details of the awards can be found at:
DTI press release
Further details can be found on the Queen’s Awards website:

Queen’s Awards website
back pain: prevention is better than cure
Back pain is one of the most common forms of work-related illness costing British businesses nearly five million working days a year. 

The Health and Safety Executive has launched a ‘Better Backs’ campaign which aims to raise awareness of the effects back pain can have on business and possible solutions to ensure workers don’t suffer in the first place. There is even a dedicated website which can be accessed by clicking on the link below. 

Internet Links:

The HSE Press Release announcing the campaign can be found at:

HSE press release
The dedicated website can be found at:
Better backs website
how not to say it – words to avoid in the workplace
The TUC has issued guidance on the use of discriminatory language in the workplace. It highlights words and phrases that should be avoided to prevent the unintentional offence sometimes caused by unthinking use of language. 
The areas covered include:

· using language which is gender neutral

· avoiding racial discrimination

· avoiding insulting people with disabilities

· sections on sexual orientation, religious beliefs and age discrimination. 

The TUC acknowledges that the guide is not definitive and that there may be disagreement about its content. However the aim is to work towards a common understanding of the use of language in the workplace. 
Internet Link:

The TUC guidelines can be found at:

TUC guidelines
London gets new phone number
London will get a new telephone number later this year. New users are to be given an 020 3 prefix to meet the increasing demand for new lines. 
The new prefix will be given out to some residential and business customers who put in a new line or apply for a new number. However the new prefix will be an addition to the existing 020 7 and 020 8 prefixes so that existing London numbers will not change. However where an existing business applies for an additional line they are likely to end up with two numbers with different prefixes. Some have complained that this is likely to be confusing. 
Internet link

To read further details on the change published by Ofcom go to:

Ofcom
insurance risk for home workers
A news release from the Federation of Small Businesses warns that home workers may not be properly insured. 
Increasingly businesses allow their employees to work from home and often provide them with laptops and other expensive items of equipment. But what if the equipment is damaged or stolen? Does the employee have an appropriate insurance policy? The home contents’ policy is unlikely to cover business equipment and most do not have any kind of home workers policy in place. 

Businesses may be at risk and should review their position accordingly. 

Internet Link:

The FPB release can be found at:

FPB release
