introduction

February has been a busy month in the world of tax and business as the number and range of articles in this month’s enews will testify.

At last the government has announced the date of this year’s Budget. It will be on 16 March. We were beginning to wonder if the Chancellor had forgotten. 

The Budget is almost certain to be the last before the General Election. Does the Chancellor have some surprise pre-election sweeteners in store? We’re not sure but one thing you can be sure of is that we will keep you informed of any important changes announced.

In this month’s enews we pick up on the forthcoming changes to the rules on childcare costs. We also bring you news of a new web-based tool whereby businesses can assess their health and safety performance and last but not least warn you of a scam involving the Companies House database.

We try to cover a wide variety of topics in each month’s news. Let us know if you think we are getting it right or if there are specific areas you would like to see covered.

contents

Guide to Tax Incentives for Corporate Giving
Researchers Acquiring Shares in Spinout Companies
Pensions Simplification
Employer Provided Computers and Bikes
Childcare costs
Federation of Small Businesses – Budget Submission
Employers Struggling to Find Skilled Workers
Common Start Dates for New Laws
Businesses can Assess Health and Safety Performance
Illegal Workers
Fraudsters Target Companies House Database
guide to tax incentives for corporate giving

The disastrous events in Southern Asia at the end of last year have served to focus attention on charitable giving. At the beginning of February, the Treasury and Home Office jointly produced a guide to corporate giving. The guide aims to provide business with more and better information about the range of tax incentives available for corporate giving. 

The guide provides further information under the following headings:

· giving money to charity

· sponsoring a charity

· giving shares or land to charity

· giving trading stock or equipment to charity

· seconding employees to work for a charity

· encouraging employees to give to charity

· investing in urban environments or disadvantaged communities.

The UK’s top 100 companies gave 0.97% of their pre-tax profits to ‘good causes’ in 2003/04. However the government is concerned that the tax reliefs remain underused and that there is huge untapped potential. Research indicates that in the USA, 35% of employees give to charity through their payroll compared to just 2% in the UK.

In addition, the Home Office has launched a new programme to encourage employers to set up a Payroll Giving scheme. The programme will:

· give employers a cash incentive of up to £500 and

· match the first £10 donated by each employee, every month, for a period of six months.

The grants are available to employers with fewer than 500 staff who set up a scheme between April 2004 and December 2006. 

Internet links:

The guide to corporate giving can be found at:

corporate giving guide
An outline of the new Payroll Giving grant programme can be found at:

Inland Revenue charities news
Further information can be obtained from:

Payroll giving grants
Researchers acquiring shares in spinout companies

Universities and public sector research establishments which own intellectual property (IP) often develop that IP further through companies created in association with the researcher from the institution who worked on the project. The shares in the spinout company held by the researcher increase in value on introduction of the IP into the spinout which creates an immediate income tax and national insurance (NI) charge on the value of the benefit before cash is available to meet the bill. The government is concerned that this has significantly reduced the creation of new spinout companies.

Legislation has been introduced, which is effective from 2 December 2004, the date the measures were announced by the Chancellor in his Pre-Budget Report. The effect is to remove the income tax and NI charge that would otherwise apply if certain conditions are met. In general terms the rules work by ignoring the effect on the researcher’s shares in the spinout company of the transfer of IP into the company.

To what extent the removal of the tax and NI charges will encourage the set-up of such companies remains to be seen but the move is a welcome one nonetheless.

Internet links:

To read the Inland Revenue news release go to:

Inland Revenue news release
To see the detail of the draft legislation together with explanatory notes to go:

draft legislation and explanatory notes
pensions simplification

The introduction of the new tax regime for pensions is now only a little over a year away. The new rules will take effect on 6 April 2006. Most of the legislation to enable this was included in last year’s Finance Act. However a further package of measures has now been announced to build on the measures already enacted. 

The new rules, which do not alter the fundamental operation of the new regime, have been developed in consultation with the pensions industry. They fall into four main areas:

· benefits and contributions

· lifetime allowance

· unauthorised payments

· transitional issues.

The new measures are intended to:

· provide additional flexibility for schemes and individuals

· clarify certain points in the 2004 legislation

· smooth the transition from the old to the new regime and

· introduce further anti-abuse and compliance rules.

Internet link:

For further detail on the new measures the Inland Revenue has produced a Technical Note which you can read at:

Technical Note
employer provided computers and bikes

It seems a little ironic that as we put this month’s news together, the coldest weather of the year is upon us and the Inland Revenue issues a news release on bicycles!

More specifically the information relates to employer provided computers and bikes. Where computers or bikes are loaned to an employee by their employer, there is generally no tax charge arising on the benefit on kind. In the case of computers the exemption is limited to £500 annually and for bikes there is not a financial limit but it must be used mainly for home to work travel. 

These rules are clear. However if the employee subsequently decides to buy the computer or bike from the employer at the end of the loan period then a tax charge may arise. The Inland Revenue has now made it clear that, with effect from 6 April 2005, a tax charge will not arise so long as the employee pays full current market value for the computer or bike.

The announcement is hardly of mind blowing significance but it is always good when complexities or uncertainties (of which there continue to be plenty in the tax legislation!) are removed. 

Internet link:

For further detail go to:
Inland Revenue news release
childcare costs

Currently employees are exempt from both tax and national insurance (NI) where an employer provides a place in a workplace nursery. In addition childcare vouchers and childcare arranged by the employer are specifically exempt from NI. New rules will take effect in April 2005 including:

· a new tax exemption to cover any formal registered childcare or approved home childcare contracted by the employer such as a local nursery, out-of-school club or childminder

· a tax exemption for childcare vouchers

· a rule that where schemes operate they should be open to all employees.

The new exemption covers the first £50 per week and applies for both tax and NI purposes.

The Inland Revenue has recently produced a revised version of leaflet IR115 summarising the new rules from the employee’s perspective. The leaflet includes a list of governing bodies so that you can check if your proposed childcarer’s registration or approval is valid.

There is also a useful section on the potential effect of employer provided childcare or childcare vouchers on tax credits that you might be entitled to. The leaflet makes it clear that ‘if you give up some of your salary to join your employer’s childcare scheme …… (then) you could end up with less money overall. This is because you cannot include the childcare costs that your employer meets, either directly or through childcare vouchers, on your tax credits claim.’

Finally the leaflet includes a summary of the tax and NI effect of the old rules applying until 5 April 2005 and the new rules applying from 6 April.

Internet link:

To read leaflet IR115 go to:

Childcare leaflet
federation of small businesses – budget submission 

The Federation of Small Businesses (FSB) has published its Budget 2005 submission. The submission covers a number of issues and broadly seeks to ‘encourage an enterprise culture’.

The submission includes the suggested abolition of the IR35 service company legislation as well as a proposal that research and development tax credits should be extended to non-corporate business entities. Currently the credits are only available to companies. 

A Press Release draws attention to the FSB’s submission on the Working Tax Credit. The FSB criticises the government for failing to act on the statement made by the Chancellor in last year’s Budget speech to the effect that the Working Tax Credit should be paid direct to claimants by the Inland Revenue rather than by employers. The FSB complains that not only has this change not taken place but ‘almost one year on we still have no idea when this change will take place’.

In the words of the FSB:

“The FSB is taking the Chancellor to task because the state, not employers should pay benefits. Not only has the government let employers down by failing to act, it has also disappointed employees, many of whom object to their boss knowing personal details about them such as their family income.”

Internet links:

The FSB’s Budget submission can be found at:

Budget submission
To read the FSB Press Release go to:

Press Release
employers struggling to find skilled workers

Your experience may be different but according to figures released this month by the British Chambers of Commerce there has been a 50% increase in the number of employers having difficulty recruiting staff with the right skills. A comparison of the BCC’s survey of over 6,000 businesses in 1994 and again in 2004 has shown an increase from 29% in 1994 to 43% last year.

The BCC fears that if this trend continues it will serve to seriously harm our ability to compete with overseas businesses. 

Internet link:

For the BCC’s news release go to:

BCC news release
common start dates for new laws

The government has embarked on a programme to rationalise the start dates for new laws affecting businesses. Last year the programme began with employment law where changes are now made twice a year on 6 April and 1 October. The idea is that businesses then know that they only have to deal with regulatory changes at fixed predictable points in the year. 

The DTI has now announced that the same common commencement dates will also apply to consumer, corporate and intellectual property measures from April 2005 onwards.

Internet links:

For the DTI Press Release announcing the extension of the common commencement date programme go to:

Press Release
For a list of specific changes to be made in 2005 go to:

details of changes
businesses can assess health and safety performance

The Health and Safety Executive (HSE) has launched a new web-based tool to help small and medium sized businesses (SMEs) identify how well they are managing health and safety. The Health and Safety Performance Indicator can help you to:

· understand how well you identify and manage health and safety hazards in your business

· find guidance to help you improve your management of health and safety

· benchmark against other businesses

· give your insurance broker a better understanding of how your business handles workplace hazards with a view to getting the lowest possible premium.

The Indicator works by asking a series of questions on key hazards most commonly faced by SMEs and incident frequency.

Internet links:

The HSE Press Release can be found at:

Press Release
To see the Performance Indicator go to:

Performance Indicator
illegal workers

The government’s plans to reform the UK’s immigration and asylum system have been in the news recently. The Home Secretary Charles Clarke has announced a series of measures including one relating to employers who will face a £2,000 fixed fine for each illegal worker employed.

Internet link:

To read further detail on the key measures announced go to:

Home Office Press Release
fraudsters target companies house database

Early Warning the online scheme helping retailers to prevent credit card fraud has warned of a scam which targets the Companies House database.

Fraudsters find details of a particular company through the internet and then use this information to access the Companies House website and effectively change the registered office for the company in question. It is then possible for the fraudster to open accounts and order goods to be delivered to the bogus address. The company may only find out when the debt collectors arrive or when legal action is taken to recover the goods. 

As a result Companies House has introduced two new electronic services to help companies combat fraud. 

PROOF (PROtected Online Filing) was introduced in January to provide added security for companies when filing documents. 

MONITOR is a service that can be used to double check that the information held by Companies House is as it should be. 

Internet links:

For the Early Warning news release go to:

news release
For further information on the Companies House services go to:

Press Release
