Liability insurance

The Federation of Small Businesses has launched a scheme to help small businesses that are struggling to obtain employers liability insurance. The scheme is called ‘Safety Network’ and aims to help small businesses assess and record their levels of health and safety, and will accredit those who show good practice. It is hoped that this can then be used as a recommendation to help firms secure insurance at a sensible rate.

Internet link: more information on the scheme can be found at:

fsb information on safety network scheme
maternity pay rates

The European Court of Justice (ECJ) has recently ruled in the long-running case of Michelle Alabaster against the Woolwich Building Society and the Secretary of State for Social Security. The case, which began in 1999 and has been supported by the Equal Opportunities Commission (EOC) involved a dispute over the amount of statutory maternity pay paid to Ms Alabaster during her maternity leave.

Under current rules, maternity pay is based on earnings in the fifth and sixth months of pregnancy, and any subsequent pay rises are ignored. But that will now change following the ECJ’s decision in the case. 

Alabaster worked as an administrator at the building society, and had her earnings- related maternity pay calculated on her earnings between 1 September and 31 October 1995. In December that year she received a pay increase of over 10%, but the rise was not included in her maternity pay.

The ECJ ruled that a woman who receives a pay rise at any time before the end of her maternity leave must receive the benefit of this in the earnings related part of her maternity pay. Failure to do so is a breach of the equal pay provisions of European law.

Employment tribunals will now be required to consider the ruling when they decide similar pay cases and the EOC urged the government to update UK law to reflect the ruling. The Department for Work and Pensions said it was considering the implications of the ruling.

Internet Links: further details can be found on: 

Equal Opportunities Commission - Press Release
European union (EU) enlargement

On 1 May 2004, an additional ten countries will join the EU increasing the total number of member states from 15 to 25. The new countries joining are Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia and Slovenia.

This EU enlargement is likely to affect VAT registered traders, excise traders, traders involved in International Trade and the travelling public. VAT and/or excise traders will need to be aware of which countries have joined the EU, and should treat trade with these countries in the same way as trade with existing member states. The travelling public need only be aware of the enlargement for the purposes of importing or exporting goods liable to Excise Duty and/or VAT from/to the Accession States.

Customs has issued a Business Briefing about the enlargement and how this will affect UK businesses from a Customs procedural perspective. It summarises how the changes will impact upon Customs and International Trade, Excise and Intrastat. The briefing covers importing rules, import VAT, proof of Community status within the enlarged EU and exporting rules.  

Internet Links: full details can be found at:

Business Brief 11/04
survey reveals healthy and confident small business sector

UK small firms are increasing their sales, employing more people and are confident about the future according to the largest survey of small businesses ever undertaken.

The study Lifting the Barriers to Growth in UK Small Businesses was commissioned by the Federation of Small Businesses and received over 18,000 responses. Overall the picture is of a healthy and confident small business sector benefiting from a growing economy. A quarter of respondents have started their business within the previous three years. These new business owners are likely to be young, female and to operate their business from home. But businesses continue to report that they are struggling with red tape. 

Internet Links: further information on the study can be found at:

FSB Press Release
employers diary

The latest Inland Revenue Employers Bulletin contains a useful Employers Diary. This includes a reminder of all deadlines coming up over the next few months.

Internet Links: details of the deadlines can be found in the Employers Bulletin at:  

Employers Bulletin
tax credits

The latest Inland Revenue Employers Bulletin contains information on Working Tax Credits. The Inland Revenue confirms that it will be finalising awards for 2003/04 between now and the end of September and as claimants renew, setting their initial awards for 2004/05 on the basis of actual income and circumstances in 2003/04.

The Bulletin confirms that employers should continue to pay Working Tax Credit at the last rate advised and that the Inland Revenue will give 42 days’ notice if payment is to be stopped or amended. They advise that employers will receive at least one stop or amendment notice for each employee who receives Working Tax Credit.

The Bulletin also covers tax credit funding. It confirms that any funding not used in 2003/04 can be carried forward to 2004/05. Any employer not in receipt of a funding renewal form TC716 should contact their accounts office. The form needs to be returned by 20 May 2004 to ensure that funding continues without a break.

Internet Links:  For further information see:

Employers Bulletin
fund boost for disadvantaged communities

Small Business Minister Nigel Griffiths has announced £10.5 million of funding for 25 schemes that will help to deliver significant investment to disadvantaged communities around the country. The finance comes from the Small Business Service’s ‘Phoenix Challenge Fund’ and will help to boost entrepreneurship amongst deprived areas by providing continued support to the growing network of Community Development Finance Institutions (CDFIs).

CDFIs provide finance and business assistance to SMEs which are often unable to access the finance they require from banks and other conventional sources.

Internet link: further details of the fund boost can be found at:

Small Business Service Press Release
recovery of tax and nic from employees: new appeals provisions

In certain circumstances, an Inland Revenue direction can relieve an employer of the liability to pay tax which the employer failed to deduct. The employer may be relieved of liability if either of two conditions is met:

· the Inland Revenue is satisfied that the employer took reasonable care and the under-deduction involved resulted from an error made in good faith or

· the Inland Revenue is of the opinion that an employee received a payment of income knowing the employer had wilfully failed to deduct any or sufficient tax from the payment.

The Regulations relating to this area have been amended and added to so that the employer and employee now have rights of appeal. The changes took effect on 12 April 2004.

Internet link: further detail on the changes can be found in the Inland Revenue’s latest Tax Bulletin:

Inland Revenue Bulletin 70
 jointly owned property

Normally income from property jointly owned by a married couple is treated for income tax purposes as belonging to them in equal shares unless an election is made for the income to be split according to the actual proportions of ownership and entitlement to income. 

Due to a perceived loophole in the rules they have been changed with effect from 6 April 2004. Now married couples are taxed on dividends from jointly owned shares in ‘close’ companies according to their actual ownership of the shares. Close companies are broadly those owned by the directors or five or fewer people. For example if a spouse is entitled to 95% of the income from jointly owned shares they will pay tax on 95% of the dividends from those shares. This is subject to the effect of any interaction with the ‘settlement’ provisions.

Internet link: further detail can be found at:

Press Release on Jointly Owned Property
changes to the law for uk employers on preventing illegal working

The government has announced that changes will be made to the law for employers on preventing illegal working. These will come into force on 1 May 2004.

The Home Office has produced some guidance to explain the changes and provide employers with advice on what they should do from 1 May to comply with the legal requirements. The changes relate to the types of document employers will need to check to avoid employing illegal workers.

Internet link: the Home Office guidance can be found at:

Home Office guidance
What employers need to do to comply
