introduction

Welcome to April’s enews. The General Election is now almost upon us but that has not stopped the flow of news this month.
Some of the announcements made in the Budget in March have now become law with the first Finance Act of 2005 being hurriedly passed before parliament was dissolved ahead of the Election. The fate of the other pronouncements will depend upon the result of the Election but whatever happens we can look forward to a second Finance Act later in the year. 

The Inland Revenue and Customs & Excise merger is proceeding and this month we now have a new HM Revenue & Customs website which you can find at www.hmrc.gov.uk
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childcare

Changes have been made to the tax and national insurance (NI) rules on the treatment of employer-supported childcare. The new rules are effective from 6 April 2005.

One of the most significant changes has been the introduction of a £50 per week tax and NI exemption for childcare vouchers (and other employer-supported childcare). There has been some negative publicity recently from the Low Incomes Tax Reform Group surrounding the interaction of the new regime with the existing tax credits regime. There is a concern that for employees in receipt of Working Tax Credit (including the childcare element) they could end up being worse off by entering into an arrangement whereby the employer pays some or all of their childcare costs. This is because part of the entitlement to these credits is based on childcare costs paid personally rather than by the employer.

Internet links:

The LITRG summarises the position at:
LITRG summary
The Revenue’s guidance booklet on the new childcare regime can be found at:
Booklet E18
businesses struggle to find skilled staff
It will come as no surprise to many readers that the Federation of Small Businesses (FSB) reports that over one third of small businesses find it difficult to recruit skilled staff. There is general agreement that training is the way forward but that many of the courses on offer are not relevant to the needs of the business. The FSB is calling on the government to recognise the problem and look to:
· encourage training providers to develop bespoke work-based training packages

· develop short training courses that respond to particular business needs. 

Above all, training needs to be flexible and in the words of the FSB, courses need to be ‘bite sized and targeted at solving specific problems’.

Further statistics released as part of the Lloyds TSB Business in Britain survey suggest that the problem is greater still with 52% of British companies finding difficulty in recruiting skilled staff and 28% reporting problems in finding unskilled staff.
Internet links:

The FSB Press Release can be found at:

Press Release on training
The Lloyds TSB survey is summarised at:

Lloydstsb survey
employers’ news

End of year returns
Employers’ 2004/05 annual returns are due to be submitted to the Revenue by 19 May 2005. In previous years a concession has allowed a seven day period of grace before a late filing penalty is charged. Issue 19 of the Employer’s Bulletin published in February stated that the seven day period of grace had been removed. However the latest Revenue Tax Bulletin confirms that employers will be allowed up to seven more days after the filing deadline of 19 May to submit their returns before a late filing penalty is charged – ie so long as the return is received by 26 May no penalty will be charged. The Bulletin reminds employers that the concession applies both to paper returns and those submitted electronically. 

National insurance numbers
The latest Tax Bulletin also includes a section dealing with invalid national insurance (NI) numbers. Temporary National Insurance numbers starting with TN must not be used. Returns sent on paper will be sent back if temporary numbers are used. If the actual number is not known, the NI number field must be left empty and the date of birth and gender fields completed. Temporary numbers allocated by software during the year must be removed before the return is sent. NI number prefix ‘PZ’ is also not acceptable for 2004/05 and any such numbers should also be removed before the return is submitted.

Tax Credits - payment via employer

The Chancellor announced in his March Budget that the payment of Working Tax Credit via employers (PVE) would be phased out between November 2005 and April 2006. However the Revenue have now commented that they will consult further with employers before making any detailed arrangements. 

The most recent Employers’ Bulletin states that nearer the time the change will be explained by:

· writing to all employers who pay Working Tax Credit and 

· sending information direct to all affected employees. 

However additionally employers will have to inform employees shortly before the phasing out begins. The Institute of Payroll and Pensions management reports that the cost to business of having to inform employees could amount to £9 million. 

Internet links:

The latest Tax Bulletin can be found at:
Tax Bulletin issue 76
To read Employers’ Bulletin issue 20 go to:

Employers’ bulletin 20
more increases in red tape
According to the British Chambers of Commerce (BCC), new regulations introduced in April will add over £700 million to the cost of doing business in Britain. The regulations responsible include amendments to the national minimum wage regulations and provisions in the Employment Relations Act 2004.

The BCC report flies in the face of government claims to have reduced the burden of red tape for business.

The BCC has helped to produce a guide (in conjunction with Microsoft) on reducing compliance costs. This can be found by following the link below. 

Internet links: 

BCC Press Release on red tape can be found at:

Press Release
For the guide on red tape go to:

BCC guide to overcoming bureaucracy and regulation
employees more aware of flexible working
Two years ago in April 2003, legislation was introduced imposing a duty on employers to seriously consider parents’ requests for flexible working and only turn them down if there are sound business reasons for doing so. 
New statistics recently released by the Department of Trade and Industry show that nearly 65% of the UK workforce is now aware of the right to request flexible working as against 41% in 2003.

More specifically the DTI survey found that employers accept around 81% of requests for flexible working and that the most requested flexible working patterns are perhaps not surprisingly part-time and flexi-time.

Employers should always remember that they need to take all such requests seriously and deal with them according to the law. 
Internet links:  

To read the DTI Press Release go to:

DTI Press Release
Guidance on flexible working for both employers and employees can be found at 

Advice for working parents
Alternatively there is a helpline on 08457 47 47 47
working time directive
The EU’s 1993 Working Time Directive allows businesses to negotiate individual opt-outs in employee contracts so that employees can work more than 48 hours per week. 
The Employment Committee of the European Parliament has recently voted to scrap the individual opt-out. This would strip employees of their right to work more than 48 hours per week. The amendment has yet to go to full vote at the European Parliament in mid-May.
Both the CBI and the Forum of Private Business (FPB) have expressed their disappointment at the decision. The FPB has commented that removal of the opt-out ‘will critically harm the flexibility of Britain’s labour market crippling smaller firms’. 

Businesses will no doubt find, if the opt-out abolition is confirmed, that they will need to consider recruiting additional staff as well as denying existing staff valuable, and often much needed, overtime. Watch this space!

Internet links:  

The FPB Press Release and comments can be found at:

FPB Press Release
CBI news release
CBI news release
reporting crime

The Federation of Small Businesses (FSB) has focused on crimes committed against businesses. New research has found that 58% of small businesses have suffered at least one crime in the last year. However a staggering 36% believe that reporting crime ‘will achieve nothing’. Firms reported that the main impact of crime on their businesses is rising insurance premiums as well as the anxiety and disruption it causes in the workplace. 

The FSB is calling on the political parties to consider, amongst other things, a more visible police presence and 100% first year allowances for investment in security. 

Internet link:

To read the FSB Press Release go to:

Press Release on crime
vat – hot take away food
Business Brief 09/2005 clarifies Customs policy on the treatment of hot take-away food in light of recent VAT Tribunal decisions. It includes some minor amendments to policy, and replaces the guidance previously published in Business Brief 26/2002.

Most food is zero-rated for VAT purposes. But hot take-away food and drink is standard-rated, whether sold from a traditional take-away, supermarket or any other outlet. Standard rating applies where the supplier’s main intention in heating the food is to enable it to be consumed hot or warm (regardless of whether, in practice, the food is always consumed hot or warm). Standard rating applies irrespective of the customer’s intention, the place of consumption or whether the food is collected or delivered.

Hot food can only be zero-rated if the main purpose in heating the food is other than to enable it to be consumed hot or warm. For example, newly baked bread is often warm when sold, but is not normally heated for the purpose of enabling it to be consumed hot or warm.

Internet link:

Business Brief 09/05 can be found at:
Business Brief
competition law
The Office of Fair Trading (OFT) has recently published a series of ‘quick’ guides to competition law in the UK.
There are five guides altogether aimed mainly at small and medium-sized businesses. The first guide ‘Competing fairly’ summarises the rules on anti-competitive behaviour and gives an overview of the other guides in the series. 

The Press Release announcing the guides reminds businesses that the OFT has a wide range of powers where it suspects them of breaching the law. This includes the possibility of a fine of up to 10% of the business turnover!

Internet link:

For a summary of the guides and to download them to go:

OFT Press Release
it news
Search engine positioning
How can you attract more people to your website? Research shows that only 10% of web users look past the second page of results on a search engine.

The DTI Best Practice Unit has published a factsheet on ways of improving, at relatively low cost, your rating on the major search engines. The factsheet includes an ‘implementation checklist’ as well as sources of further advice and help.
Words disguised by spammers

Sophos, a global anti-virus company, has identified the 25 most common words that spammers try to disguise to get through email filtering systems. They estimate that up to 80% of spammers now use such techniques to try and beat the filtering systems. Make sure that your filtering system includes misspelled versions of these words.

Internet links:

Search engine positioning
DTI factsheet
To see the Sophos report and the 25 most common words go to:

Note that information contained in this report may be considered offensive by some people
Sophos report
construction industry scheme

Under the current Construction Industry Scheme (CIS) a subcontractor can be paid gross if a gross payment certificate has been obtained This must then be renewed on a regular basis. The Revenue is starting to deny renewal where PAYE and NI payments are in arrears as the summary of two recent cases below shows. 
Arnold (Inspector of Taxes) v G-Con Ltd
The company had operated within the construction industry for more than three years and had been granted a construction industry scheme (CIS) certificate. However, when the certificate was due for renewal an Inspector determined that the company had failed to comply with its obligations to account for PAYE and national insurance contributions and that, accordingly, the CIS certificate should not be renewed.  

The General Commissioners upheld the taxpayer’s appeal, holding that the company’s admitted failures to comply with its obligations had been ‘minor and technical’ and it was expected that the company would comply with such obligations in the future. The Inland Revenue appealed, alleging that the decision of the Commissioners was one which no reasonable body of Commissioners could have reached or that the Commissioners had taken irrelevant matters into account.

The courts held that in this case it was clear that the breach of the conditions had involved significant amounts of money and periods of delay and that there was no basis for the Commissioners’ conclusion that the failure had been ‘minor and technical’. It followed that the Commissioners had erred in so finding and, accordingly, their decision would be set aside and the Inspector’s decision restored.

The appeal was allowed.

Barnes (Inspector of Taxes) v Hilton Main Construction Ltd
 The company was a building company incorporated in May 2001. In January 2003, it was issued with a gross payment certificate by the Inland Revenue but in January 2004, they refused to renew the certificate on the grounds that it had not complied with its obligations in respect of corporation tax and PAYE. 
In April 2004, the company successfully appealed to the General Commissioners. The Commissioners found that if the certificate was refused the company would have to close and that such a decision would be disproportionate and inequitable in the circumstances. The Inland Revenue appealed, contending that the Commissioners had erred in law.

The judge found that, in the circumstances of the case, the conclusion of the Commissioners was legally flawed. The Commissioners applied a test of proportionality that was not the test the relevant legislation allowed them to apply. The certificate granted by the Commissioners would be quashed.

The appeal would be allowed.
