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Disclosures
In the tax
‘amnesty’ -
a success?

The tax ‘amnesty’ for those who had
an offshore bank account and had not
previously declared it does not seem
to have been as successful as HMRC
had hoped. Just before the deadline
for registering a disclosure on 22 June
2007, HMRC's Director General
Dave Hartnett said “I'm expecting a
last minute rush”.

HMRC are reported to have obtained
400,000 account details from the
banks that were targeted. Far fewer
people asked for the offshore
disclosure packs and even fewer seem
to have made a disclosure.

However, it appears that HMRC

will not be limited in their search for
offshore bank accounts to the five
large banks that were initially required
to provide information. HMRC are
intending to target another 550 banks
in the UK.

If you would like to discuss this issue in
more detail please contact us.
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Lords rule in favour of
husband and wife businesses

The long running case of Jones
v Garnett (commonly called
Arctic Systems’) which began in
2003, has finally been resolved
in favour of the taxpayer. This
is good news for the thousands
of husband and wife businesses
that have faced years of
uncertainty.

Background

Geoff and Diana Jones own and
run an IT consultancy called
Arctic Systems. Like thousands
of other couples with
similar enterprises,

the structure of the
business is such that
both parties have shares
and responsibilities

in the company, with
one major fee earner
(in this case Geoff)

and the other partner
offering administrative
support. Dividends are
paid according to their
shareholdings.

The case centred on the issue
of whether Mr Jones' salary was
set at an artificially low level, and
whether the dividends received
by Diana should have been
treated for income tax purposes
as those of Geoff, a higher rate

taxpayer. HMRC had used an
old piece of legislation to argue
that the dividends paid to one
spouse were really earned by
and belonged to the major fee
earning partner. This meant a
retrospective tax bill of £42,000.

The uncertainty over the case
has left thousands of similar
businesses concerned that
they too could face large

and potentially crippling tax
demands.

There have been many twists
and turns, with the case

going through the Special
Commissioners and the High
Court (with the couple losing
in both) and then the Court of
Appeal, where HMRC lost in a
unanimous ruling before finally

appealing to the House of Lords.
The Lords’ ruling is now final as
no further appeals are possible
under UK law.

Implications

Although the government has
not said that Arctic Systems

will be a test case, in practice

it will be difficult for the lower
courts to ignore the Lords’
judgment. Similar husband and
wife businesses are therefore
highly unlikely to be hit with
retrospective tax bills like the
ones originally issued in this case.

However, it seems probable
that the government will now
act to bring in new legislation to
close what it considers to be a
tax ‘loophole’. Arrangements like
the Arctic Systems structure may
therefore soon become a thing
of the past.

We will stay abreast of the
legislation and, as your
accountants, we can advise you
on all your tax planning needs,
including the most appropriate
structure for your business.
Contact us for advice on your
particular circumstances.






Drive safely

What is a sensible driving policy for your
business and do you legally need to have
a policy?

Businesses that employ five or more people must have a driving policy
as part of their health and safety requirements.

The law requires employers to carry out an assessment of risk and to
enforce a policy to minimise any potential risks identified. The policy
should cover driving for work purposes but not an employee’s ordinary
commuting journey to and from home and their normal workplace.
The policy should cover not only those driving work vehicles such as
LGV, PSV and company cars but also employees using their own cars for
work purposes.

Why is a policy important?

* There are an estimated three million company cars on the roads and
roughly one in three will be involved in an accident each year.

Company drivers who drive more than 80% of their annual mileage
on work-related journeys have in excess of 50% more accidents
involving injury than similar drivers who do no work-related mileage.

Every week around 200 road deaths and serious injuries involve
someone at work.

About 300 people are killed each year as a result of drivers falling
asleep at the wheel. About four in ten tiredness-related crashes
involve someone driving a commercial vehicle.

Work-related road accidents are the biggest cause of work-related
accidental death. Between 800 and 1000 people are killed annually in
work-related road traffic accidents compared to approximately 250
fatalities due to other accidents.

Business drivers have collision rates that are 30% to 40% higher than
those of private drivers.

What should your policy include?

You should first carry out an assessment of areas where there are
potential hazards and the risk level these pose to employees. Where
particular risk areas are identified these should be investigated to

see if alternative arrangements or procedures can be put in place to
effectively manage safe driving. A health and safety policy covering work-
related road safety should be issued and enforced. Some of the points
which employers should consider including in a safe driving policy for
employees are:

* take regular breaks if travelling long distances

* be particularly vigilant if travelling early or late in the day, as at these
times drivers are more likely to be tired or sleepy

always observe speed restrictions

carry first aid equipment

have regular sight tests

always carry details of the procedures to follow in case of emergency

not to use mobile phones when driving unless a legal hands-free kit
is used.

For detailed guidance on what to include in your policy the Department
for Transport has set up a new area on their website, ‘Driving for Work’,
which contains practical guidance to help businesses comply with their
legal obligations. Visit www.dft.gov.uk

HMRC target buy to
let landlords

Over recent months many media outlets have reported that
HMRC are intending to target landlords who let property.

HMRC'’s concern appears to be two-fold. The buy to let market
has expanded massively over the past ten years and many
landlords who buy to let property attempt to sort out their tax
position themselves, which can lead to misunderstandings and
errors in a complex area.

Particularly common problem areas with buy to let properties
include:

* claiming too much tax relief for expenses against property
income

» failing to declare the amount of rent received from the let
property

* failing to declare a capital gain on the sale of let property.

However, HMRC have responded with a press release; stating
that they were not planning a tax crackdown but that:

‘HMRC is planning to take a concerted approach to helping
landlords of all descriptions (not just in the buy to let market) to
understand and comply with their tax obligations in what they
recognise to be a complex area ... to ensure that the correct
amount is paid.’

Crackdown or not ... we'll let you decide!
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