october 2005 enews - introduction 

Our round up of news items this month is rather overshadowed by the surprising but welcome late announcement that the new Construction Industry Scheme (CIS) scheduled for introduction next April is to be deferred until April 2007. If you have any questions on any aspect of the CIS then don’t hesitate to get in touch. 
We bring you more welcome news for those of you following the Arctic Systems case involving Mr and Mrs Jones and the tax treatment of the dividends paid by their company. The case is now to be heard in the Court of Appeal and we reported last month that a hearing date had been set for January 2006. This has now been brought forward to the end of November so…..watch this space.
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construction industry scheme (CIS)

The new CIS was due to be introduced in April 2006. At the eleventh hour a government announcement has confirmed a 12 month delay in its introduction. This follows pressure from the construction industry and an admission on the part of the Revenue that their systems would not be fully ready for an April 2006 start date. 

The deferral whilst welcome should not be viewed as a chance to forget about the new regime altogether but rather the opportunity to put in place the necessary systems and procedures to ensure compliance with the new rules when they are introduced in April 2007. 

There is no doubt that the Revenue will continue their crackdown on non-compliance in the construction industry in the meantime. 

Internet link:

To read the parliamentary question and answer confirming the 12 month deferral go to:

parliamentary question and answer
legislative changes
Now that many legislative changes are confined to April and October each year, 1 October 2005 has seen the introduction of a number of changes.
The National Minimum Wage rates have been increased with the rate for workers aged 22 and over rising to £5.05 per hour.

There has been a clarification of the law on sex discrimination.

Alterations have been made to the Patent Act relating to the payment period and other patent procedures.

There are also some new regulations on safety rules for products used by consumers. 

Internet link:

To read more about all of these changes go to:

Legislative changes
Small firms loan guarantee
The Small Firms Loan Guarantee (SFLG) was introduced in 1981. It is designed to help SMEs with viable business propositions but without the necessary security to access debt finance. Loans are currently available for periods of between two and ten years on sums from £5,000 to £100,000 (or £250,000 if the business has been trading for more than two years). The SFLG covers 75% of the lender’s exposure with the borrower paying a 2% premium to the government. 

Following the Graham Review, major changes to the SFLG will be introduced in December 2005. These will include:
· the introduction of a single lending limit of £250,000

· raising the turnover limit for all eligible SMEs to £5.6m (currently £5m for manufacturing and £3m for other businesses)

· limiting the availability of SFLG to SMEs under five years old. 
Internet link:

Further detail on the changes can be found at:

SBS news release
plans to reduce administrative burden
The Revenue’s bid to reduce red tape for businesses has moved forward. The plan is to survey several thousand businesses by means of an interview lasting around an hour and asking about the activities that businesses have to undertake to comply with tax regulations. 
The Revenue needs the help of businesses to make the project work. If you feel strongly and wish to participate in the survey then you can contact hmrcadminburden@kpmg.co.uk
Internet link:

Further information can be found at:

HMRC news release
electronic lodgement service for self assessment withdrawn
The Revenue has announced that the Electronic Lodgement Service (ELS) for self assessment will be withdrawn on 31 March 2006. It will not be possible beyond this date to submit returns or receive self assessment statements via ELS. This is due, says the Revenue, to the internet-based service proving more popular but no doubt the decision is at least partly due to the costs that keeping the ELS running would have involved. 
The Revenue acknowledges concerns over the ‘robustness’ of its internet service and confirms that it is working on this. 

Internet link:

To read the Revenue Press Release go to:
Revenue press release
arctic systems – husband and wife companies

Earlier this year we reported on the High Court decision in the Arctic Systems (Jones v Garnett) 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 case.

Last month we reported that the Court of Appeal hearing was set for 17 and 18 January 2006. This month we bring you the news that the case has been fast tracked through the Court of Appeal’s lists and will now be heard on 29 and 30 November 2005. 
We will of course keep you up to date with future developments in the case in due course. 

Internet link:

The Professional Contractors Group press release announcing the earlier hearing date can be found at:
PCG press release
Enterprise management incentives research
The Enterprise Management Incentives (EMI) scheme is a share option scheme allowing employees to be awarded up to £100,000 worth of share options. The grant and exercise of the options is generally tax-free.
The Revenue has published the results of its research into companies using EMI share options as employee incentives. The key findings are summarised under the following headings:

· Why was EMI adopted?

· How are EMI options used?

· What are the perceived impacts on recruitment, retention and company performance?

· What features of EMI do companies like or dislike?

Internet link:

To see details of the research findings go to:

Revenue research findings
Changes to the car benefit rules in 2006
Currently a company car is taxed according to the level of CO2 emissions. The benefit on fuel provided for private use is also related to the same scale.
The starting point for the scale decreased to 140 grams per kilometre for 2005/06 and is to remain unchanged until at least 5 April 2008.

As previously announced the waiver of the 3% supplement for Euro IV diesel cars ceases from 6 April 2006 for cars registered on or after 1 January 2006.

The discounts for alternative fuels are revised with effect from April 2006. The detail can be found by clicking on the link below. 

Internet links:

Details of the changes applying from April 2006 can be found at:
Car benefit changes
The Revenue has produced a new factsheet for employees on company cars which can be found at:
Factsheet for employees
changes to gift aid regulations
New regulations come into force on 1 November 2005 designed to make it easier for charities to claim Gift Aid on telephone donations. This is in response to the huge number of telephone donations made to charity during and since the tsunami appeal. 
Until now, a charity receiving a donation over the phone was required to write to each individual donor to confirm that Gift Aid could be claimed following their telephone donation. The new rules remove the requirement to write to the donor so long as the charity maintains suitable records of the declaration being made. It is hoped that the change will help to reduce costs for many charities. 

Internet links: 

The news release announcing the changes can be found at:
News release on Gift Aid
The Regulatory Impact Assessment can be found at:
Revenue RIA
national insurance contributions
The self-employed
The Revenue has issued a reminder to the self-employed about Class 2 national insurance contributions (NICs). In particular that arrears cannot normally be paid after six years and that you might need to act now to get your payments up to date. 

NICs Bill

The government announced its intention to legislate to stop NIC avoidance in the December 2004 Pre-Budget Report. The result is the National Insurance Contributions Bill published on 11 October. The Bill introduces powers to enable the making of NICs regulations that can take effect from an earlier date, if necessary going back to 2 December 2004.

Internet links:  

To read the Revenue’s reminder for the self-employed go to:

Revenue NIC reminder
News release announcing the NIC Bill:
NIC Bill news release
the hidden costs of buying from abroad
Customs has recently warned online shoppers that buying from abroad can incur additional expense in the form of import duties and VAT. The rule is that you may be liable to pay Customs import duty if the amount of duty is at least £7 and VAT if the value of the goods is at least £18.
Many shoppers are unaware of these rules or assume that the £145 ‘passenger’s allowance’ applies. Customs advises that any doubts or questions should be directed to their National Advice Service on 0845 010 9000.
Internet link:  

To read the Customs news release giving more details of the rules go to:

Customs news release
the child trust fund – time to act
Children born since 1 September 2002 and living in the UK are eligible for a £250 voucher (£500 for low income families) to open a Child Trust Fund (CTF) account. By the beginning of October around one million accounts had been opened but the Revenue has launched a further publicity campaign to persuade others to follow suit. The latest campaign focuses on the extent to which the child will miss out if parents fail to open a CTF account.
A new guide to the CTF together with a list of fund providers can be found at www.ctfhelp.com or phone the CTF helpline on 0845 302 1470.

Internet link:

The Revenue’s news release can be found at:

Revenue news release
campaign to simplify vat for small businesses
The British Chambers of Commerce has launched a campaign to help small businesses simplify their VAT. A series of interactive questions will indicate what simplified VAT schemes are appropriate for a particular business. 
The schemes covered are:

· Annual accounting

· Retail schemes

· Margin schemes

· Cash accounting

· Flat rate scheme.

There is a useful brief summary under each heading of the benefits as well as details of who is eligible. 
Internet link:

For further information go to:

Chambers of Commerce VAT campaign
new approval scheme for ‘fair traders’
The Office of Fair Trading (OFT) has launched a new Consumer Codes Approval Scheme logo. The idea is that consumers buying everything from package holidays to car warranties can be confident they will be treated fairly where they see the new logo. Benefits for consumers include a commitment to clear information about what is being purchased and an effective complaints procedure.
You can use the OFT website to find details of businesses in your postcode area that qualify.

Internet link:

More detail on the new logo scheme can be found at;
OFT news release
proposals to extend paternity leave
Businesses have reacted adversely to the publication of the Work and Families Bill. New measures in the Bill include:
· extending statutory maternity pay to nine months from April 2007

· a power to introduce new paternity leave and statutory pay for fathers if the mother returns to work after six months but before the end of her maternity leave period

· extending the period of notice for return from maternity leave to two months enabling employees and employers to better plan for the return to work. 

The Forum of Private Business (FPB) has expressed concern that the proposals on paternity leave could seriously damage smaller businesses that rely on skilled male workers. The Federation of Small Businesses (FSB) fears that the proposals will increase still further the red tape facing smaller businesses. 
Internet links:
To read the dti press release go to:

dti press release
The FPB’s comments can be found at:

FPB’s comments
The FSB’s press release is at:
FSB’s press release
