Howard Watson Smith Chartered Accountants

First Floor, St Giles’ House, 15/21 Victoria Road, Bletchley, Milton Keynes MK2 2NG
Tel: 01908 376424 Fax: 01908 648730 Website: www.hwsmk.co.uk Email: info@hwsmk.co.uk

Registered to carry on audit work and regulated for a range of investment business activities by the Institute of Chartered Accountants in England and Wales

BUSINESS UPDATE

WINTER 2004

Letters from the tax man

Howard Watson
. Recent weeks have seen the Inland Revenue issue
S m |th news three circular letters on widely differing subjects. The

Revenue did not consult on these letters, did not let
accountants know that they were being issued and

As you can see from the new often did not let accountants have a copy of them!

heading at the top of the page,

Howard Watson Smith has finally The first letter seems to be targeted at self employed

got round to developing a whole businesses with a turnover of under £150,000. At first
new look. It has taken some time glance it has a ‘we are on to you’ tone, which appears
to get there but we think it is quite threatening. However it has been confirmed that
worth it. the recipients have been selected centrally and that

local offices do not know the reasons for selection!
Working closely with our agency -

The Alchemists - we now have a The letter infers that something is wrong with the
look that we feel can not only 2003 self assessment return and that it should be
underpin our existing strong reviewed to avoid the possibility of interest and
presence in the Milton Keynes area penalties. The letter does not however, indicate exactly
but also help us develop our which expenses the Inland Revenue is referring to!
business - both locally and The letter is also accompanied by a standard set of
nationally. questions and answers. The questions covered are of a
most basic nature and some of the answers are open
We have a new website, which to debate.
gives us an enhanced opportunity
to tell both current and potential Two other letters have been sent to certain contractors
new clients more about what we and subcontractors in the construction industry. The
do and keep everyone informed Inland Revenue is currently undertaking a review of
about new ways we may be able to employment status within the construction industry.
help them. The site also has a lot The letter suggests that those businesses or individuals
of useful information that will be of that have received a copy of the letter may well have a
particular help to those looking to problem with this issue. The letter then suggests that
start a new business and links to the employment position should be reviewed.
many sites that can answer the However once again there is little indication of exactly
many questions that we just do not why the Revenue believes that there may be a
have the space for. problem.
We will also have copies of our These letters may be significant for your

business, so please contact us if you have
received one.

newsletters on the site and also the
annual budget booklet, so if there
is something you want to refer to
that is the place to go.
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Late payments

All businesses are entitled to claim statutory
interest and debt recovery compensation of

up to £100 for the late payment of
commercial debts.

The Forum of Private Business (FPB) has long

cheque’. Whilst these far-fetched excuses may
bring a smile to your face, businesses pushed

customers. The guide can be found at
www.payontime.co.uk

to the edge waiting for debts to be paid are

unlikely to see the funny side. There is no
doubt that late payment is a serious issue that
can act as a significant barrier to growth.

campaigned to bring an end to late payment

practices and was instrumental in helping to
get the statutory right to interest on late
payments passed into law. A recent survey on
the FPB website (www.fpb.co.uk) revealed
that 63.6% of businesses replying said that new

late payment had adversely affected their customers,
business. collecting
payments
A recent Lloyds TSB Commercial Finance promptly
survey highlighted that late payment is still a and
problem. When it came to excuses for late creating a
payment, these included ‘the boss has died good

and the cheque book was in the suit we
buried him in’ and ‘T've just been diagnosed
with agoraphobia - I can’t go out to post the

relationship
with both
suppliers and

New European health
insurance card

Those of you who travel in
Europe will no doubt be familiar
with form E111. Supplementary
to your usual travel insurance,
the form entitles travellers from
the UK, who are eligible, to free
or cheaper emergency medical
treatment in the European
Economic Area (EEA). The EEA
covers member states of the
European Union (EU) plus
Iceland, Liechtenstein and
Norway. Switzerland is also
covered.

This old style form is due to be
replaced by a new plastic
European Health Insurance
Card. The new card will not
hold electronic or clinical data.
In line with EU regulations, the
card will be issued on an
individual basis and not a family
basis as at present, so children

will not be covered by their
parent’s card.

The new cards will be valid for
up to five years and will continue
to be free of charge. We can
expect to see the new cards
sometime in 2005.

In the meantime old style forms
E111 will remain valid until 31
December 2004. Therefore if you
are planning to travel in Europe
during 2005, you should apply for
anew E111 as those issued
before 19 August 2004 will not be
valid next year. Your new E111 will
be valid until 31 December 2005.

The current application form
includes a tick box, which, if
completed, will ensure that you
are automatically issued with the
new card in 2005.

The Better Payment Practice Group has
produced an updated version of its Guide To
Paying And Being Paid On Time. It offers
advice on credit-checking

The Lloyds TSB survey concludes that it is in
the best interests of all businesses to address
the problem and put in place systems aimed
at improving payment practices across the

board/

School fees

Parents with children at fee paying schools, or those
who will have in the future, will be interested in
the results of a recent case.

The case concerned the liability of a company to pay additional
national insurance (NI) on the school fees paid on behalf of the
director’s son. The company paid some of the school fees and the
dispute revolved around whether the company was meeting a
personal liability of the director and owner, Mr Frost.

Not long after his son’s birth, Mr Frost filled in and signed a form of
application for his son’s admission to a school. Initially the Frosts
paid the school fees. However from the end of the first term the
fees were invoiced by the school to the company.

The Commissioner found that, on lodging the signed application
form, Mr Frost indicated that he would be responsible for his son’s
fees, if his son should be accepted as a pupil. It was clear that Mr
Frost was offering to make himself liable for payment of the school
fees, term by term, for so long as his son might remain at the
school. There was no written contract. There was no evidence of a
renegotiation of contractual arrangements between the school and
the company.

Moreover a parent had both a legal duty and a moral obligation for
the education of his or her child. A limited company had no
connection with or responsibility for the child. It was highly unlikely
that the school would have been prepared to substitute the company
for the parents as the person with which it dealt contractually.

Hence the liability had only ever been that of the parents to pay the
school fees and, therefore, additional NI was due.

The moral of the story is that if the payment of school fees is to be
done in a tax and NI efficient manner, there is a high degree of
paperwork and advice required.

Please contact us if you would like to discuss the
implications of this case in more detail.



Cars and vans: the next chapter

It is over two years since the current tax rules for
company cars were introduced. When the regime
began in April 2002, the minimum 15% charge
applied for 2002/03 to cars with CO, emissions
not exceeding 165 grams per kilometre (gm/km).
The qualifying level of CO, emissions for the 15%
charge is being gradually reduced so that the
starting point from next April will be 140 gm/km.

For example an employee with a company car
having a list price of, say, £28,000 and emissions
of 185gm/km has seen their benefit in kind rise
from £5,320 in 2002/03 to £6,720 from next April.
For a 40% taxpayer this means an increase in tax
of over £500 a year.

The potential savings associated with diesel cars
should not be overlooked by those seeking to
reduce their benefit. A 3% supplement is added
to an employee’s benefit unless the car is Euro IV
compliant. More and more diesel cars now satisfy
this standard.

When submitting the P46(car) for such cars the
fuel type should be entered as ‘L’ not ‘D’.

A further benefit of ‘staying green’ is that
businesses buying cars with emissions not
exceeding 120gm/km may qualify for a 100%
write-off of the cost in year one. Go to
www.comcar.co.uk to see the list of cars
qualifying under this heading and those that are
Euro IV compliant.

As far as employer provided vans are concerned
the government has finally decided what the new
rules will be. We provide a brief summary of the
changes below.

Until 5 April 2005

Nothing changes and the flat rate charge of £500
(or &350 for older vans) continues. The charge
applies where an employee has use of a van and
the charge includes private fuel.

From 6 April 2005

The charge is reduced to nil if there is ‘restricted
private use’. It remains at £500 (or £350)
otherwise. Restricted private use means that the
van is primarily provided for business use and
the private use is predominantly commuting
from home to work.

Advance notice: from 6 April 2007

The rules will be amended further. Unless there
is restricted private use, the charge will be a flat
rate of £3,000 plus £500 for private fuel.

It will therefore be crucial, in order to ensure
that no tax charge arises, that:

¢ a given vehicle qualifies as a van rather than a
car and
¢ the van is available for restricted private use.

We would be happy to advise on any aspect
of the rules.

Legal rights
for same-sex
couples




New customers
for Complex
Personal
Returns teams

The missing
millions!

Have you ever considered whether

The Inland Revenue has
announced some changes to the
customer base of the Complex
Personal Returns (CPR) teams.
The changes will lead to an

you may be the owner of some of
the estimated £15 to £20 billion of

/ unclaimed, lost or abandoned
money held in the UK?

increase of around 6,000 cases.

CPR teams deal with more
complex tax returns or those of
individuals with high levels of
income. As before, cases will be
identified by reference to high
levels of income and/or wealth
and some indication of actual or
potential complexity with the tax
affairs.

One specific change relates to
directors of smaller companies.
This year CPR teams will deal with
some of these cases, for example
where the director’s total income
is high and different tax offices
already deal with the director and
the company.

For the first time there will also be
a small number of transfers from
CPR teams to other tax offices
where the Inland Revenue believe
that their affairs are no longer
particularly complex.

New Customs
and Excise
website

Despite some early teething
problems, the new Customs and
Excise website is now up and
running. The new design should
provide easier access to
information and transaction
services.

The new website is part of
Custom’s programme to improve
and enhance online services.
Businesses can now complete an
improved online VAT return and
request changes to basic business
details. The site’s information
services allow the creation of
personalised pages with email
alerts, document tracking and
clipboard features. Further
improvements will continue to be
added to the site.

The website address is
www.hmce.gov.uk

Research suggests that one in ~ measures to locate the
owners of money in inactive
or dormant accounts, this is
not always successful. The
Chancellor has spotted this ¢ the Unclaimed Assets
and would like to distribute
This money is lying unclaimed  the funds to charity.

12 adults in the UK could
discover £5,000 or more that
they have either lost touch
with or never knew existed.

in financial institutions
throughout the UK. Its

with it, perhaps through
mislaid documents, or they
never even knew that it

inherited it without realising.

While account providers are
expected to take appropriate

Maternity pay

A woman taking maternity leave is generally
entitled to 90% of her full pay for the first six
weeks. This is broadly based on the earnings
in the fifth and sixth months of pregnancy. A
pay rise coming into effect later than this is
not taken into account.

The European Court of Justice has ruled that
the UK method of calculating maternity pay is

but if you would like to track
down your forgotten money
you could try:

Register (UAR), part of
Experian (www.uar.co.uk)
or

While there is no central * FundsReunited
owners have either lost touch  registry holding all of the
information about these
unclaimed life policies,
pensions, unit trust holdings,  to the inquiry departments at
existed, perhaps because they  dormant savings accounts,
uncollected dividends, etc.
there are organisations able
to help. Unfortunately not all ~ just might be worth it ...
of this help comes for free

(www.fundsreunited.com).
Alternatively you could write

individual banks, building
societies and at National
Savings. You never know, it

discriminatory and therefore unlawful. A pay
rise even if outside this period should be
taken into account so long as it came into
effect before the end of the period of paid
maternity leave. The decision could mean
that women who have taken maternity leave
and failed to get relevant pay rises taken into
account will be able to claim what they are
owed.

Disclaimer - for information of users
This newsletter is published for the information of clients. It provides only an overview of the regulations in force at the date of publication, and no action should be
taken without consulting the detailed legislation or seeking professional advice. Therefore no responsibility for loss occasioned by any person acting or refraining from
action as a result of the material contained in this newsletter can be accepted by the authors or the firm.






