THOMAS MAY & CO

Businesses are being urged to protect themselves
against the rising costs of tax enquiries launched
by HM Revenue & Customs.

The Revenue does not need to give any reason
for opening a tax investigation and thousands are
started every year at random.

Latest figures from the Revenue show that
enquires into business taxpayers’ affairs have
yielded additional tax of more than £1 billion,
with non-business returns bringing in an extra
£248 million.

The firm’s tax partner Sarah Major said: “The
merger of the Inland Revenue and Customs and
Excise this year, has led to a significant increase
in the number of tax investigations and there is
evidence that Customs is aggressively applying
its extensive powers to tax enquiries.

“Regardless of a client’s innocence, any
investigation will require additional work to be
undertaken to satisfy the taxman.

“The cost of defending investigations can range
from several hundred to several thousand pounds
with very little chance of recovering costs if the
Revenue is proved wrong. Having provided the
detailed information required there are often
lengthy meetings with the tax inspectors, which
increases the costs involved.”

Thomas May & Co is advising all its clients to
protect against the unplanned costs that could
arise in the event of such a dispute by joining its

CHARTERED ACCOUNTANTS

NEWSLET

Clients advised to
protect themselves
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Tax Enquiry Insurance Practice Scheme.

This scheme is offered through Qdos Consulting
Limited, which is authorised and regulated by the
Financial Services Authority. It provides
participating clients with cover for up to £50,000
of fees in the event of:

HM Revenue & Customs Aspect Enquiries
HM Revenue & Customs Full Enquiries
VAT Disputes

PAYE/NIC Disputes

An IR35 Dispute (fees covered up to
commissioner’s hearing)

An important additional benefit of the scheme is
the inclusion of the Qdos Employment and Health
and Safety Support Service.

We appreciate that a number of our clients may
have Tax Enquiry Insurance cover via a trade
organisation membership. We have found that
this type of insurance cover may not be as
comprehensive as that offered by our scheme
and does not include cover for Aspect enquiries.
Also you will find that a tax panel may be
appointed to handle the enquiry rather than
Thomas May & Co.

The Thomas May & Co scheme year commences
on 1 August and invitations to join or to renew
their existing policies will be sent out to clients
shortly.

Please contact Sarah Major if you require
further information.
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A look back at Budget 2006

It was Budget number 10 for Gordon Brown back
in March. As the dust settles on the
announcements made, we set out a round up of
some of the most important changes and
proposals.

This is a u-turn on starting rates for corporation
tax. The government felt that the 0% rate
encouraged too many individuals to incorporate
to avoid paying tax. However, incorporation was
something individuals were encouraged to do
when the 0% rate was first announced!

p://\\

Get ready to file your tax return by September!
Following a review of HMRC’s online filing services,
recommendations have been made to:

An attack on interest in possession and
accumulation and maintenance trusts

Lifetime transfers into accumulation and
maintenance trusts or interest in possession trusts
have always been exempt from inheritance tax
(IHT) if the settlor lived for seven years following a
transfer of assets to the trust. These trusts are also
not subject to the periodic or exit charges suffered

HMRC’s online filing services

e require businesses to file their VAT returns,
company tax returns and PAYE in-year forms
online in phases from April 2008

* introduce new filing deadlines for income tax self

assessment returns of 30 September for paper
forms and 30 November for online returns from
2008

* link the period that HMRC have to query a return
to the date it is filed.

by other trusts.

Legislation has been proposed to make transfers

into these types of trust immediately chargeable to

[HT. Also, there is a transitional regime aimed at
existing trusts.

This kind of extension to online filing is a
significant change and needs to be handled
better by HMRC than the introduction of end of
year online filing of PAYE returns.

Changes to small company tax rates

The starting rate of corporation tax of 0% and the
non-corporate distribution regime were abolished
from 1 April 2006.

Small companies will now pay tax at 19% on their
profits up to £300,000.

This announcement has caused some concern,

as the government had not previously consulted
on the proposal. The change could raise millions

in extra tax and further limits IHT planning
opportunities.

Please contact us if you have any concerns
regarding the changes to trusts.

This represents only a brief summary of the 2006

Budget. Please contact us if you would like to
know more about how particular aspects affect
you.

Small company tax rates

Faster electronic payment
clearing times ahead

The Office of Fair Trading (OFT) has welcomed
detailed proposals from the Association for
Payment Clearing Services (APACS) to reduce
clearing times for electronic payments.

It currently takes around three days for
electronic money transfers to move funds from
one account to another by standing order,
telephone or internet transfer. The delay, as
funds leave the payee’s bank account but do not
reach the recipient’s until a few days later, is
estimated to earn the banks millions of pounds
in interest every year.

UK banks have now promised that they can
implement a new system across the UK by

November 2007. A plan on how this will work is
expected to be unveiled later this year.

The new system

The new system will mean that those making
payment by telephone or internet will see their
money transferred within hours, on any day of
the week (24/7), rather than the current three
day system. The clearance time for standing
orders will also be reduced from three days to
the same day, when standing orders are made
on and within banking business days.

The introduction of a near real time service,
available 24/7, will no doubt be welcomed by
personal and business bank customers alike.

www.thomasmay.co.uk



The Work and
Families Bill

As part of its commitment to ensuring
that every child has the best possible
start in life and to create more choice for

Cracking the Code

You may have noticed that
HMRC now include other types
of income in your tax code. This
could include, for example, rental
income which has been received without
the deduction of tax. Including this type of parents, the government has introduced
income in your tax code effectively speeds up tax the Work and Families Bill. The Bill
collection! includes proposals to:

extend statutory maternity pay,
maternity allowance and statutory
adoption pay from six to nine months
from 1 April 2007. The aim is to move
to 12 months entitlement by the end of
this parliament, including extending
eligibility for additional maternity leave

If you do not want this type of income included in your tax
code you can ask for it to be taken out. The tax due is of course
still payable but it does not have to be deducted from your monthly or
weekly income. HMRC will arrange for you to pay this tax direct.

In order to ensure that you are paying the right amount of tax each week or month,
it is important that you check your tax code once you receive it from HMRC. The guide

below will help you do this. If you would like further assistance please pass your tax code
on to us for checking.

introduce new paternity leave for
fathers, enabling them to benefit from
leave and statutory pay if the mother

percentage of the original list returns to work after six months but
price of the car plus before the end of her maternity leave

accessories. The percentage is period
Any business related expenses which you pay related to the CO, emissions of
for yourself usually professional subscriptions. the car.

Personal allowances Company cars are valued at a

The normal personal allowance for 2006/07 is £5,035.

Up to three months paternity leave
with statutory paternity pay, up from
the current two weeks, is not intended
to be a general entitlement. Instead, it
will be a transfer out of the mother’s
extended statutory maternity pay
entitlement and will only be available
5335 after she has returned to work.

HMRC will also include other

Private medical cover will be
included at the cost to the
employer of providing the
policy for you.

Here is how your tax code is worked out:
Your personal allowance 5,035 e
Professional subscriptions e +300

e extend the right to request flexible

Car benefit -2,000 types of income in your tax ) .
Medical benefit 300 code. working to carers from April 2007
Property income -800 &— | * introduce ‘keeping in touch’ days, so

Reduction to collect unpaid tax £400 -1,000 ) ;
- Tax underpaid for an earlier

Yyear. This is quite a common

that where employees and employers
agree, a woman on maternity leave can

employer.

This is turned into a tax code of 123L and sent to your

taxpayer this should be shown
as a deduction of £1,000 (£400
x 100/ 40).

New National Minimum

Wage rates

The National Minimum Wage (NMW) has now
been with us for just over seven years. In that
time we have seen the adult rate increase from
an introductory £3.60 to £5.35, announced in
the days leading up to the 2006 Budget. Also
announced were the new development rate, for
workers aged 18-21 and those in accredited
training, (£4.45) and the 16-17 year olds rate
(£3.30). The new rates are effective from 1

October 2006.

-4,100 adjustment for HMIRC to make. go into work for a few days without
_ — If the tax underpayment is losing her right to maternity leave or a
Leaving a tax free amount of 1,235 £400 and you are a higher rate week's statutory maternity pay or

maternity allowance. This would also
apply to adoption leave and pay

* extend the period of notice for return
from maternity and adoption leave
from 28 days to two months

* make clear that employers can make
reasonable contact with their
employees on maternity or adoption
leave, to help employers plan the
employee’s return to work.

The Bill also includes an enabling power
to prevent bank holidays from being
included in annual leave entitlement.

We will keep you informed of the changes
emerging from the Bill.
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Broadband and Voice

The latest battle ground for Telecoms is the convergence
of Broadband and Voice services.

Setting the trend is Carphone Warehouse with the
TalkTalk offer of a “free’ 8mb broadband connection
(available to 70% of UK users) so long as the Talk 3
tariff is purchased. In practice, this works out at under
£300 per annum for unlimited broadband access and
free (landline only) local, national and many
international calls.

Watch this space!

www.theregister.co.uk
www.broad-bandhelp.com
www.talktalk.co.uk
www.broadbandchoices.co.uk

New releases, patches
and updates

Microsoft - various patches for Office, Windows and
Internet Explorer.

Microsoft - Works Suite 2006

MYOB - Accounting Plus 15

Intuit - QuickBooks 2006

Sage Line 50 v.12 SP1 and hotfixes

Sage Construct and Sage Construct Advanced v.11
Sage Intelligent Reporting (for Line 50)

Sage Line 500 v.6

Sage 1000

Sage Capital Gains Tax Solution

Sage Company Secretarial
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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.

How to beat the tax

deadline rush

If you pass an accountant’s office late in
the evening or at the weekend in January,
you may well see the lights on in their tax
department! Why? They will be ensuring
their clients meet the 31 January deadline
for the submission of their tax returns.

Despite everyone’s best efforts, some
clients miss the deadline because relevant
information has not been obtained in time.
Missing the deadline generally results in a
£100 late filing penalty.

If you want to ensure that your return
does not miss the January deadline there
are a few simple things you can do to
ensure there is plenty of time to complete
and submit your return.

Help us to help you

We will be in a better position to prepare
your self assessment return if we have all
of the relevant information available. If we
prepare your business accounts try to
ensure that the relevant paperwork for
your most recent year end is complete and
set up and maintained in an organised
manner. The following may improve the
organisation of your records:

e total and balance your books at regular
intervals, as this will help you spot and
correct any mistakes

e analyse your payments and receipts so
that information can be extracted easily

e file your documents in a logical order to
make it easy to find any one of them.
For example, consider filing invoices in
numerical, alphabetical or date order.

As soon as possible after the 5 April, start
to collect together the paperwork
needed to prepare your tax return.

www.thomasmay.co.uk

This might typically include details of:

¢ income and expenses from employment
(eg P60, P11D)

* pension contributions paid

« rent received and expenses paid,
including income from overseas

property
e interest received (net and gross)
e dividends, including vouchers

e copy contract notes for purchase or
sale of shares etc.

Where you do not have all of the
documentation to hand, please either
contact the relevant institution and request
a copy, or ask us to do this for you... but
please not on 30 January!

We look forward to seeing you as soon as
possible with your information.

Budget latest

To the surprise of many, the Chancellor
proposed to shorten the self
assessment tax return filing deadline.
Under the proposals online filing of self
assessment returns would move
forward from 31 January to 30
November from 2008. Paper returns
would have to be completed by 30
September.

The reduction in the time available to
gather information and prepare
accounts would put increased pressure
on both accountants and clients alike to
meet the deadline and avoid any
penalties.
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