
Welcome to the Summer edition of “the bottomline”. This issue deals with benefits and expensesand News in brief.
BENEFITS IN KIND ANDFLEXIBLE BENEFIT SCHEMES
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At this time of year with the filing offorms P11d (Returns of Expenses andBenefits) behind us, we thought wewould highlight issues raised and alsoconsider more tax efficient ways ofrewarding staff. PAYE regulation isbecoming an increasing burden andsome businesses are ‘getting caughtout’ when a routine PAYE inspectionarises.Company cars and motor expensesDue to significant changes in thetaxation of company cars, these are nolonger the ‘perks’ that they used to be.The provision of a car and private fuelis now taxed according to CO2emissions. By way of an example, a carwith a list price of £18,000 with CO2emissions of 190gm/km results in ataxable benefit of £4,500 for the carand £3,600 for private fuel. The taxcost of this to a 40% taxpayer is£3,240 per year. The employer is alsosubject to Class 1A NIC of just over£1,000. Just taking the fuel elementbased on £4.10 per gallon and 25miles to the gallon, an individualwould need to travel in excess of8,780 private miles in a tax year for thebenefit to be worthwhile. This isignoring Class 1A NIC which wouldimpact particularly on owner managedbusinesses.An individual can be reimbursed forany business mileage when using hisown car at a rate of 40p per mile forthe first 10,000 miles and 25p per milethereafter. There are no taximplications of such payments (exceptthat they are allowable deductions inthe company accounts) and paymentsat these rates do not need to bedeclared on forms P11d. Individualswith company cars can similarly bereimbursed for private mileage but at alower rate of between 7p and 14p,depending on the cylinder capacityand the type of fuel used.

With the introduction of LimitedLiability Partnerships, it is possible tochange your business structure, whichnotwithstanding other commercial andtax issues, often allows a more efficienttax treatment for the ‘partners’ of abusiness when dealing with the issueof cars. We would be happy to provideyou with more detail on this structureand how the tax savings would benefityou.Company vansIf there is unrestricted private use of acompany van an individual is taxed ona benefit of £500 per annum (£350 ifthe vehicle is over 4 years old). Privateincidental use is allowed and detailshave been given in a previousnewsletter.Gym membershipPayments to a gym are treated asbenefits in kind and subject to tax andClass 1A National Insurance. Training and subscriptionsMost work related training courses canbe provided by an employer withoutany tax implications to the employee.The same is equally true ofsubscriptions that are relevant to thebusiness, such as professional bodies.Eye testsIt is a legal requirement under healthand safety legislation for an employerto provide access to eye sight checksfor all employees that use a VDU.These costs are not taxable, and inaddition a contribution can be madefor spectacles that are requiredspecifically due to use of a VDU in thecourse of business, tax free.Overdrawn Loan accountsIf an individual or director earning inexcess of £8,500 per annum receives aloan from the business, not in theordinary course of its business, anddoes not pay interest or pays it a ratelower than the official rate (currently5%) to the company, the notional

beneficial loan interest is taxed as abenefit in kind. Loans of less than£5,000 are exempt. Computer equipmentNo taxable benefit arises in respect of aloan to employees of computerequipment for private home use,provided that the value of theequipment and related expenses donot exceed £2,500. (The loans mustnot be restricted to directors andsenior staff). Mobile phonesThe provision of a mobile phone to anindividual is no longer a taxablebenefit. However we would remindyou that you should only reclaim VATon the business proportion of the bill.Customs are tightening up on thiswhen carrying out inspections.Staff EntertainingThere is a limit of £150 per annum forstaff entertaining at a staff function.More than one function can beincluded but if the total of theseexceeds £150, whole functions mustbe excluded to get below the limit. Allother staff entertaining should beincluded on forms P11d and theemployee will be taxed accordingly.Alternatively the employer can makegood any tax by way of a PSA (PAYESettlement Agreement), whereby thecompany settles the tax directly at theend of the tax year. Private medical insurance andPermanent health insurancePrivate medical insurance premiumspaid by an employer on behalf of theiremployees are included on forms P11dand are taxed as benefits in kind. Class1A national insurance at a rate of12.8% is payable thereon by the
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employer. Some companies now alsoprovide access to health screening anddental cover. Routine medicals andhealth screening when incurred directlyby an employer are not taxable on theemployee, although if the costs arereimbursed to the employee ratherthan being incurred directly, the tax freetreatment may not apply. All othercosts are subject to tax.However the position regardingpermanent health insurance policies isless clear.Permanent health insurance is takenout to provide an employee withincome in the event that they areunable to work as a result of ill healthor disability. Where a claim is made theemployee is effectively provided withreplacement income when theemployer has stopped making salarypayments. If the premiums are nottreated as benefits in kind and hencesubject to tax and national insurance,any income under the policies will betaxable. If however the payments areincluded on forms P11d, any incomepaid under the policy can be tax freeprovided certain other conditions aremet. From the employers perspectivethe premiums are tax deductible incomputing profits for corporation taxpurposes.Pension contributionsContributions to approved employeepension schemes are not treated astaxable benefits and do not have to beincluded on the annual returns.HolidaysWith the ongoing debate aboutlife/work balance your employees mayprefer to take additional holidays. Thereare no tax implications of this and thisis a good method of rewarding staffwithout it costing them anything!PayMany individuals would rather receivetheir whole salary by way of their paypacket. This is not particularly taxefficient but gives clarity to theemployment relationship.The above detail is not intended to becomprehensive but simply to highlightissues or suggest better ways ofrewarding your staff. If you would likemore information on any of the pointsraised or would like us to design a‘Flexible benefits’ package for yourbusiness please contact us. We can alsocarry out a PAYE healthcheck wherebywe consider the expenses and benefitspaid currently, and ensure that thebusiness is fully compliant with thePAYE regulations.

NEWS IN BRIEF
Transfer of UndertakingsThe Transfer of Undertakings(Protection of Employment)Regulations 1981 are beingoverhauled with the new regulationscoming into force on 1 October2005. These regulations cover thecontinuous employment of individualson a transfer of an existing businessfrom one entity to another. 
Small Business Rate ReliefThis relief is available from 1 April2005 and targets businesses thatoccupy a property with a rateablevalue of less than £10,000. Eligibleproperties with a rateable valuebelow £5,000 will get 50% relief andthis will decrease on a sliding scale of1% for every £100 up to a rateablevalue of £9,999. The Small BusinessRate relief has to be applied forbefore it can be claimed and thereare a number of conditions whichapply. For further information checkwww.mybusinessrates.gov.uk.
Operating and Financialreview (OFR)The OFR regulations mainly affectlisted companies but will also affectthe Directors’ reports of large andmedium unlisted companies. Theregulations came into force on 1 April2005 and for accounting periodsbeginning on or after that date listedcompanies will have to produce an

OFR and large and medium unlistedcompanies will have to prepare anexpanded Directors’ report. Theregulations make it clear that the OFRis to reflect the directors’ view of thebusiness, and to focus on mattersrelevant to members. The OFR shouldbe forward looking, shouldcomplement and supplement thefinancial statements, and should becomprehensive and understandable,balanced and neutral, andcomparable over time.
Headed notepaperWith many limited companies nowproducing their own notepaper, manybusinesses are sendingcorrespondence on letterheads whichdoes not comply with the CompaniesAct. Headed paper should show thefull name of the company exactly asregistered at Companies House, theregistered office address, the place ofincorporation, (generally England &Wales), and the company number. Ifthe same paper is to be used forinvoices the VAT registration numbershould also be detailed thereon.
HM Revenue andCustomsYou may have noticed that anycorrespondence from the taxauthorities is now headed H MRevenue and Customs, as a result ofa merger of the two bodies. Theyalso have a combined website atwww.hmrc.gov.uk.
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Contacts:For further information about the issues raised in this newsletter or if you would like to find out about the range of servicesthat we can offer, please contact Stephen Dabby, Morisha Christy, Tony Sian or Nick Nicolaou.

We wanted to remind you that atGreenback Alan we provide all mannerof services to assist you as individualsand also your business in dealing withthe ever increasing legislation andfinancial aspects of your affairs. Theseservices include:
• Audit and preparation of annualaccounts• Preparation of monthly or quarterlymanagement accounts• Dealing with all aspects of corporateand personal tax includingInternational implications• Inheritance tax and will planning• Assistance with VAT, CompanySecretarial matters including newincorporations, and payrollprocessing

• Corporate finance activitiesincluding acquisitions, MBO’s,business disposals and financialplanning• Dealing with regulatory authoritiessuch as the FSA, ABTA• Advice on accounting and businesssystems• General advice to help you run yourbusiness including employmentadvice.
We pride ourselves on the high level ofpartner led service provided to ourclients. We are only successful becauseof you and we are always looking formore good clients to help us to grow.Please do not hesitate to recommendus to others like you.
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