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INTRODUCTION
Welcome to September/October’s eNews. As we are all enjoying the unexpectedly good late summer weather, the Autumn Statement seems a long way off, but it has been announced this will take place on 29 November. It will be interesting to hear what further proposals will be made to help businesses particularly given the recent comments made by HMRC on the disappointing uptake on the NIC holiday scheme.

Please browse through this month’s articles using the links below or contact us with any queries you might have.
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NATIONAL MINIMUM WAGE RATES 
The adult rate of the National Minimum Wage (NMW) increases to £6.08 (£5.93) an hour from 1 October 2011. This is payable to those age 21 and over. 

The rate for those aged 18 to 20 increases to £4.98 (£4.92) and for 16 and 17 year olds to £3.68 (£3.64) an hour.

The apprentice rate, for apprentices under 19 or 19 or over and in the first year of their apprenticeship, increases to £2.60 (£2.50) and hour.

Updated guidance available on the Business Link website includes specific situations such as those engaged on work experience or internships and their entitlement to the NMW. The guidance also includes a new worker checklist for employers and case study examples.

HMRC are able to charge penalties to those employers found to be in breach of the NMW rules.

If you have any queries on the NMW please do get in touch.

Internet links: NMW rates | Business link guidance | Press release | NMW Penalties
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AGENCY WORKERS’ RIGHTS 
Agency workers are set to gain additional rights in pay and benefits under new rules that come into force on 1 October.

Under the new rules, workers will gain similar rights to permanent staff once they have completed 12 weeks of service doing comparable work. 

Whilst the new rules will not give equal rights in terms of protection from dismissal, the equal rights will apply to pay and other basic employment rights. 

After 12 weeks in the same role with the same employer, agency workers will be entitled to the same employment and working conditions as permanent staff. These will include pay, overtime, shift allowances, holiday pay and bonuses attributable to individual performance, as well as maternity rights. 

However, agency workers will not be entitled to all the same benefits, such as occupational sick pay, redundancy pay and health insurance.

The rules are being brought in after long negotiations between unions and the government.

There have been fears that some agency workers will simply be laid-off after 11 weeks so they do not benefit from the increased rights. A company must not employ these workers again for another six weeks. However, if a pattern emerged of an employer repeatedly only having 11-week jobs, then an individual could take a case to tribunal where fines of up to £5,000 could be handed out.
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IR35 LOW TAX YIELD
The Professional Contractors Group (“PCG”) has called on the government to explain why IR35 was retained after it yielded just £220,000 in the last tax year, confirming the tax take was minimal compared with the stress caused to genuine freelance business owners.

HMRC admitted, in response to a freedom of information request, that IR35 status enquiries fell from 158 in 2006/2007 to 23 in 2010/2011. The tax yield also highlights a dramatic reduction from more than £1.9m five years ago to £219,180 this year.
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LOW TAKE UP OF NIC HOLIDAY SCHEME
HMRC has marked the first anniversary of the NICs holiday scheme, noting in its latest Employer Bulletin that the scheme is benefiting ‘many new businesses’. But take-up has been well below government estimates.

It was estimated that 400,000 new businesses would benefit by having a lower tax bill from employing new staff but HMRC has only received 6,316 successful applications nationally by 5 September this year, according to a Commons written answer.

The scheme applies to new businesses outside London, the South East and the East of England.

HMRC is planning to write ‘a personalised letter’ to all new employers set up since 22 June 2010, and their accountants, reminding them of the benefits of the holiday.
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AUTUMN STATEMENT 
The Chancellor of the Exchequer will make his Autumn Statement on 29 November. The Office for Budget Responsibility will publish its economic and fiscal outlook on the same day.

The Government’s responses to recent tax consultations will be published by 6 December 2011, together with draft legislation to be included in Finance Bill 2012. This draft legislation will form the next stage of consultation into areas such as residence and domicile, capital allowances on property purchases, restricted EIS relief on solar energy companies and research & development proposals.
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VAT INITIATIVE
HMRC's VAT initiative closed on 30 September 2011.

Under its terms, individuals and businesses which have not registered to pay VAT, when they should have, can come forward and tell HMRC that it wants to take part.

If they make a full disclosure and pay any outstanding tax by 31 December 2011, most will face a low penalty rate of 10% on VAT paid late. Substantial penalties and even criminal prosecution could follow where a disclosure is not made before 30 September and HMRC discover the failure.

Please contact Andy Branson at andy.branson@albertgoodman.co.uk if you still need help.
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BUSINESS RECORDS CHECKS - UPDATE
HMRC released a consultation on business records checks (“BRC”) earlier this year, at the same time undertaking a secret “test and learn” BRC pilot exercise, with letters being issued to 1,500 business owners asking them to make contact with HMRC in order to agree a BRC visit date.

Once the visits had been made, common recommended improvements were sent out to the business owners such as recommending numbering sales invoices consecutively; keeping mileage and drawings records and asking for records to be completed at least once a month.

Under the BRC, HMRC expected to review 50,000 cases annually but this annual target has now been reduced to 20,000 only, but with 90 additional staff being drafted to the BRC team.

It is expected that those businesses visited during the test and learn phase will all be revisited to ensure that improvements have been made to their records. It is not clear whether penalties will be charged if the records have not been improved but given the high penalties currently being levied by HMRC, it would be more surprising if penalties were not charged.

The new letters being issued under the BRC initiative are virtually identical to the pilot exercise letters, except business owners are only being given seven days from the date of issue of letter to get in contact with HMRC to arrange a BRC visit, rather than the ten days given previously. If contact is not made within the seven day deadline, the HMRC office will pick a date and visit at their convenience instead.

If you receive such a letter, please do contact your AG partner without delay.
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NEW CIS PENALTY REGIME FROM OCTOBER
Changes to penalties for late Construction Industry Scheme (“CIS”) returns come into effect on 6 October 2011.

The first return affected will be for payments made to subcontractors in the month ended 5 November 2011, which is due on 19 November 2011.

The new penalties include:

1. A £100 fixed penalty if the return misses its due date, i.e. 19th of each month;

2. A second £200 fixed penalty if a return is two months late;

3. A tax geared penalty if the return is not filed six months after its due date, i.e. the greater of 5% of any deduction shown on the return or £300;
A second tax geared penalty if the return is still outstanding after twelve months. This will be the greater of 100% of any deductions or £3,000 if withholding of information was deliberate and concealed;
The greater of 70% of £1,500 if it was deliberate but not concealed;
Or the greater of 5% or £300 for cases where information was not withheld.

4. An upper limit on the amount of fixed penalties charged to new contractors that have not filed their first returns on time; and 

5. Interest on any penalty paid late.

For further information, visit www.lexisurl.com/cispenoct.
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ADVISORY FUEL RATES FOR COMPANY CARS
New company car advisory fuel rates have been published to take effect from 1 September 2011. HMRC’s website states:

‘These rates apply to all journeys on or after 1 September 2011 until further notice. For one month from the date of change, employers may use either the previous or new current rates, as they choose. Employers may therefore make or require supplementary payments if they so wish, but are under no obligation to do either.’ 

The advisory fuel rates for journeys undertaken on or after 1 September 2011 are:

Engine Size
Petrol
LPG
1400cc or less
15p (15p)
11p (11p)
1401 - 2000cc
18p (18p)
12p (13p)
Over 2000cc
26p (26p)
18p (18p)
Engine Size
Diesel
1600 cc or less
12p (12p)
1601cc – 2000cc
15p (15p)
Over 2000cc
18p (18p)
Please note that only one rate has changed and that has been reduced and care must be taken to apply the correct rate after the one month period of grace. 
Other points to be aware of about the advisory fuel rates:

• Employers do not need a dispensation to use these rates.

• Employees driving employer provided cars are not entitled to use these rates to claim tax relief if employers reimburse them at lower rates. Such claims should be based on the actual costs incurred.

• The advisory rates are not binding where an employer can demonstrate that the cost of business travel in employer provided cars is higher than the guideline mileage rates. The higher cost would need to be agreed with HMRC under a dispensation.

If you would like to discuss your car policy, please contact us.

Internet link: HMRC advisory fuel rates
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HMRC REMINDER ON NEW TAX RETURN PENALTIES 
HMRC are reminding individuals and businesses about the new Self Assessment penalties for late returns and late payments, which apply from 31st January 2012. 

The changes will apply to Self Assessment returns for 2010/11 which must be submitted by 31 January 2012. As stated on the HMRC website:

‘The new penalties for late Self Assessment returns are:

• an initial £100 fixed penalty, which will now apply even if there is no tax to pay, or if the tax due is paid on time
• after 3 months, additional daily penalties of £10 per day, up to a maximum of £900
• after 6 months, a further penalty of 5% of the tax due or £300, whichever is greater; and
• after 12 months, another 5% or £300 charge, whichever is greater. In serious cases, the penalty after 12 months can be up to 100% of the tax due.’

If you would like help or advice on your Self Assessment return please do contact us.
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SCHOOL CHARITIES - GIFT AID AND PAYROLL GIVING GUIDE 
HMRC have published a Gift Aid and Payroll Giving guide for School Charities. 

The guide contains information and simple examples specifically related to funds received by school charities to help make the most of these donations and identify what qualifies for Gift Aid. The guidance covers the following scenarios:

‘Appeals to fund extra lessons
Non-uniform days
School fees
Appeals towards school running costs
Appeals to fund scholarships
Appeals to a general reserve fund
Educational school trips
Appeals to buy a minibus or other equipment
Sponsored events
Payments to e-Learning Foundations
Building appeals
Other fundraising events’

Internet links: HMRC website | Guidance
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	Tracey Watts
Tracey is one of three tax partners at Albert Goodman, helping to manage a large team of tax compliance and consulting advisors. 
Tracey specialises in corporate tax matters, in particular advising on business reorganisations and transactions and in maximising claims such as capital allowances and research and development. A strong practical accounting background also means that Tracey heads up the partnership’s Tax Investigations group and she relishes the challenges being presented by the Revenue under their newly extended powers.


	www.albertgoodman.co.uk
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