november 2005 enews - introduction 

Welcome to this month’s enews. Against a background of businesses becoming increasingly gloomy about their prospects as the effects of slowing economic growth and rising costs hit, the government has announced that Chancellor Gordon Brown will present his Pre-Budget Report on Monday 5 December. We have long since stopped trying to predict which day of the week the government will choose to present Budgets. However we can’t help wondering whether this particular choice of date has been influenced in any way by the ballot for the Tory leadership due on 6 December!
5 December also sees the Civil Partnership Act take effect – see our article ‘Civil Partnerships – what you need to know’. Continuing the theme of legislative changes November has also seen the long awaited publication of the Company Law Reform Bill – all 552 pages of it. We provide a brief summary of its contents for you. 
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company law reform
The long awaited Company Law Reform Bill was published at the beginning of November and runs to 552 pages. The Bill contains changes designed to simplify and improve company law especially for small companies.
Small companies will benefit from proposals to:

· make the law easier to understand and more flexible

· simplify company formations

· abolish the need for a company secretary

· make AGMs opt in rather than opt out

· introduce new model articles.

Other proposed changes which will affect all businesses include clarification of directors’ duties and greater use of electronic communications.

Generally the publication of the Bill has been well received. The Institute of Directors described it as a ‘welcome step forward’.

Internet links:

For a summary of the contents of the Bill go to:
sbs news
The Institute of Directors’ comments can be found at:

IOD comment
ir35 investigations
The Professional Contractors Group (PCG) is the representative body for the freelance small business community. It has recently quizzed the government over IR35 (the ‘intermediaries’ legislation introduced in 2000). Specifically the fact that the Revenue have investigated over 1,000 cases and found just three to be in breach of IR35 rules. 
In the words of the PCG this ‘clearly raises several questions about the efficacy and cost to the taxpayer of such investigations’. The PCG has asked how much each investigation is costing the taxpayer and how much extra tax it yields.

Internet link:

The PCG news release can be found at:

PCG news
issues facing new businesses
New businesses have historically often cited problems with raising finance as the key obstacle to growth. A recent survey by the Better Payment Practice Group (BPPG) suggests that credit management is now the key issue for new and growing businesses.
Indeed the BPPG has taken the opportunity to remind small business owners during Enterprise Week (14 - 20 November) that priority should be given to good credit management practices.

Other issues facing new businesses according to the survey include getting ideas off the ground in the first place and finding ongoing business support. 

Internet links:

Read more about the survey at:

Payontime news
and
Freelance news
employees working from home

The Revenue have issued revised guidance on tax relief for unreimbursed homeworking expenses for employees who work at home. The details are in Tax Bulletin issue 79. The Bulletin considers the circumstances of employees who might be eligible for tax relief and explains the criteria which the Revenue apply in deciding. However many do not agree with the Revenue’s revised views. 

The Bulletin states that employees working at home are entitled to tax relief for their additional household expenses where all the following circumstances apply:

· the duties that the employee performs at home are ‘substantive duties’ namely duties representing all or part of the central duties of the employment

· those duties cannot be performed without the use of appropriate facilities

· no such appropriate facilities are available to the employee on the employer’s premises

· the employee is not able to choose between working at the employer’s premises or elsewhere.

The Revenue acknowledge that it will probably be the last two bullet points that cause a problem and basically say that if people don’t like this, they will have a right of appeal. The Revenue then go on to detail which expenses qualify for relief and provide some examples, several of which seem inequitable at least. 

Internet link:

Read Tax Bulletin 79 at:

Tax Bulletin 79
working time regulations
The Work and Families Bill was published several weeks ago and has elicited a variety of responses. One of the measures introduced by the Bill is an increase in the minimum number of paid holiday days an employer must grant to their staff from 20 to 28 per year. In effect this means the right to four weeks paid leave in addition to Bank Holidays. This is clearly good news for staff such as those in the retail sector who regularly have to work on Bank Holidays but the Federation of Small Businesses (FSB) believes that small employers will find the increase difficult to manage.  
Internet link:

The FSB’s response to the Bill can be found at:

FSB news
banking
The Office of Fair Trading (OFT) is to examine the UK system of cheque clearance and will publish a report in the summer of 2006. A number of issues will be considered including a cost/benefit analysis on cheque clearance times as well as differing practices between banks. 
Back in 2002, the Competition Commission found that the big four banks were making business customers pay too much in bank charges and recommended a reduction. Despite this, business banking costs have continued to rise over the last three years. It is an area the OFT intends to look at in due course. 

Perhaps this is the reason that a Banking Code Standards Board survey has found that businesses are finding it easier to switch bank accounts than ever before thereby keeping disruption to business to a minimum.

Internet links:

The OFT press release on cheque clearance can be found at:
OFT news
To read about increased business banking costs go to:

Moneyworld news
Businesses finding it easier to switch bank accounts:

Firststop4business news
civil partnerships – what you need to know

The Civil Partnership Act (CPA) takes effect in the very near future on 5 December 2005. The Act allows same-sex couples to make a formal legal commitment to each other by entering into a civil partnership through a registration process. A range of important rights and responsibilities will flow from this including legal rights and protections. With effect from 5 December 2005 registered same-sex couples will be treated in the same way as married couples for tax purposes.
A publicity campaign has been launched to tell people what they need to know about civil partnerships. The new guidance covers:

· how to register a partnership

· where to get more information on pensions and tax

· new responsibilities in the treatment of social security benefits and child support

· information for couples who have already registered their partnerships abroad.

If you are an employer you may need to consider updating your equal opportunities policies as well as reviewing benefits and pension schemes. 

Internet links:

To read the news release announcing the guidance go to:
News release
The information booklet can be downloaded by going to:
Information booklet
tax credits dispute
The Child Tax Credit and Working Tax Credit were introduced in 2003. It is no secret that there have been huge problems since then with the operation of the system. It will therefore come as no surprise to many that the Revenue have negotiated a settlement with Electronic Data Systems Ltd (EDS) for compensation for problems experienced with the IT system developed by EDS. The settlement is for £71.25 million but the specific terms of the settlement agreement are confidential. 
Is it too much to hope that we are now over the worst with the tax credits system?

Internet link:  

Details of the settlement can be found at:

Government news
e-commerce survey
The government’s National Statistics Office has released the findings of its 2004 e-commerce survey. Internet sales rose to £71.1 billion, an impressive 81% increase over 2003.
However behind this impressive headline figure is the rather less impressive news that only a third of businesses had a website in 2004 and only 6.7% of businesses sold over the internet in 2004.

Internet link:

To read a summary of the survey’s findings go to:

Government statistics
data back-up for small businesses
Recent research by British Telecom in association with the Institute of Directors has found that less than 20% of UK small businesses back-up their data remotely despite over 80% admitting that they could not function without it. 
The most popular means of back-up were, perhaps not surprisingly, tape and CD. However many of these are not stored off-site making them vulnerable to disasters such as fire. Furthermore because the system typically relies on staff to initiate the process, it is not always done regularly. Small businesses are encouraged to store back-up data off-site and consider using a broadband-based service that automatically dials in and stores information on a remote server.

Internet links:

To read more about the research go to:

Small business news
BT news
green travel plans
The Revenue continues to encourage reduced use of cars for home to work journeys by reminding employers that the following are tax and NI-free:
· free or subsidised work buses

· subsidies to public bus services

· cycles and safety equipment made available for employees

· workplace parking for cycles and motorcycles.

A fact sheet has been issued which summarises what can be provided free of tax and NI.

Internet link:

The Revenue’s fact sheet can be found at:

Revenue fact sheet
giving to charity by individuals
The Revenue’s booklet IR65: ‘Giving to charity by individuals’ details the ways in which gifts can be made to charity in a tax efficient way. It has recently been updated to include some additional information on membership subscriptions, visitor donations and entitlement to tax credits. 
Internet link:
To read IR65 go to:

IR65 booklet
