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EDITORIAL  

 
 
As the economy remains extremely 
sluggish and tax increases announced 
seem to represent only the top of the 
iceberg, clients do seem to be 
expecting 2010 to be another difficult 
year. 

 
2010 is, of course, a general election year and hopefully, once the 
general elections is over, then, whatever the colour of the new 
government, it will put the indecisive era of “ rudderless ship” 
drifting behind it, tuck away political posturing into the garbage 
bin and start to steer the economy in a consistent direction 
towards true recovery. 
 
In the meantime, I do hope the various articles will be of interest 
and I look forward to replies to our competition.  
 
Ed 

 

 
 

George Hay & Company 
Chartered Accountants and Registered Auditors 
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Norman D Christy 
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MANAGERS: 
Bobby Bhogal – Audit  
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************************************  

The Beauty of Mathematics 
 

1 x 8 + 1 = 9 
12 x 8 + 1 = 98 

123 x 8 + 1 = 987 
1234 x 8 + 1 = 9876 

12345 x 8 + 1 = 98765 
123456 x 8 + 1 = 987654 

1234567 x 8 + 1 = 9876543 
12345678 x 8 + 1 = 98765432 

123456789 x 8 + 1 = 9987654321 
 

1 x 9 + 2 = 11 
12 x 9 + 3 = 111 

123 x 9 + 4 = 1111 
1234 x 9 + 5 = 11111 

12345 x 9 + 6 = 111111 
123456 x 9 + 7 = 1111111 

1234567 x 9 + 8 = 11111111 
12345678 x 9 + 9 = 111111111 

123456789 x 9 + 10 = 1111111111 
 

9 x 9 + 7 = 88 
98 x 9 + 7 = 888 

987 x 9 + 7 = 8888 
9876 x 9 + 7 = 88888 

98765 x 9 + 7 = 888888 
987654 x 9 + 7 = 8888888 

9876543 x 9 + 7 = 88888888 
98765432 x 9 + 7 = 888888888 

987654321 x 9 + 7 = 8888888888 
 
 

�’���*�+���’���*�+���’���*�+���’���*�+���’ 
 

   GENERAL  
 
Charities 

 
Those readers that are involved in 

 Charities should be aware that the 
 Charity Commission is 
 conducting in-depth reviews to 
 confirm that those with charitable 
 status are meeting the stringent 
 ‘public benefit’ criteria.  It is, 
therefore, vital that notes of the public 
benefit being provided are included in the 
Trustees’ Report. 

 
************************************  

 
 

 

Readers may be interested that when Hotel gives you a 
magnetic key card it does, in fact, have other information on 
this such as the customer’s name, partial home address, hotel 
room number and check in and out dates and the customer’s 
credit card number and expiration date. 

 
It is advisable, therefore, that the magnetic card is never 
returned to the front desk when you check out of the room, 
but you destroy it.  They, of course, cannot charge you for 
the card it is illegal and you will be sure that you are not 
leaving valuable personal information that could be easily 
lifted off with some scanning device. 
 

 
 
 

************************************  
 
Readers should be aware that if they are signing forms that 
are to be sent to the Registrar of Companies the signature 
must be in black ink in future, as the Registrar of Companies 
will refuse to accept signatures in blue ink. 

Continued on page 3
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TAXATION  

General 
 

Yet another year has flown by.  
The 31st January 2010 is again 
approaching fast.  We would 
remind all clients who have still 
not done so, to send in their Tax 
Return information immediately.  
Any Returns filed after 31st 
January will be subject to the 
automatic £100 penalty. 

 
Interest will be charged on any tax due for 2008/9 and the 
first payment on account for 2009/10 from 31st January 2010.  
Any tax remaining due for 2008/9 not paid by 28th February 
2010 will be subject to a 5% surcharge. 
 
 

************************************  

Construction Industry Scheme 

 
As if the Building Industry had not suffered enough in the 
present recession, the industry appears to be targeted once 
again by the Revenue. 

 
On 20th July 2009 a consultation document was issued jointly 
by the Treasury and HMRC.  It’s title says everything about 
the Revenue’s attitude to the Building Industry.  “False self-
employment in construction:  taxation of workers”. 
 
Whilst we would agree with the Revenue’s attempts to 
prevent attempts by unscrupulous contractors/employers to 
avoid tax on payments to employees by classifying them as 
self-employed, we cannot agree what appears to be an 
attempt to force contractors and employers to classify 
virtually all subcontractors as employees and then incur large 
PAYE, tax and NIC costs. 
 
As for being a consultative document, the only consultative 
aspects seem to be limited to the details of how to implement 
the Government’s proposed solution to the problem which 
they have identified.  The document makes it clear that the 
main decisions of principle have been settled.  The document 
states “The Government has concluded that the best way to 
address this issue (of false self-employment) for Income Tax 
and National Insurance Contributions purposes is to 
introduce this legislation, which deems workers within the 
construction industry to be in receipt of employment income 
when one of three simple clear and easy to apply criteria … 
is met.  If the worker is deemed to be in receipt of 
employment income, PAYE and NIC’s will be due on the 
payment he receives”. 
 
The three criteria are: 
 
1) Provision of plant and equipment 
 

That a person provides the plant and equipment 
required for the job they have been engaged to carry 

out (not including tools of the trade, which it is 
normal and traditional to provide). 
 

2) Provision of all materials 
 
That a person provides all materials required to do the job. 
 
3) Provision of other workers 
 
That a person provides other workers to carry out operations 

under a contract and is responsible for paying them. 
 
The problem with these new regulations is that they would 
exclude skilled workers such as plasterers or joiners with 
relatively few tools and materials, who move from site to 
site.  Most of these would be clearly self-employed under 
existing case law. 
 
As such, it does appear that the Revenue’s intention is to 
reclassify entire categories of workers currently regarded as 
self-employed under existing law (and not involved in “false 
self-employment”). 
 
This is a most unsatisfactory development for all concerned 
except the Treasury who are likely to collect more tax, whilst 
contractors will see their costs increase and thus become less 
competitive in a time of a building slump. 
 

************************************  

State Pension Age for Women 

 
Most clients may have heard that the retirement age for men 
and women is being aligned. 
 
From 2010, the State pension age for women will increase 
gradually to 65. 
 
For those women born after 5th April 1955, the State pension 
age will now be 65. 
 
The Department for Work and Pensions have announced that 
between April 2009 and January 2012 they will be writing to 
approximately 1.9 million women to explain these changes. 
 
If any client receives such a letter and needs further advice, 
they should contact our tax department. 
 

************************************  
 
Income Tax changes 6th April 2010 
 
With Government Debt now a major issue, clearly raising 
money through the taxation system is one means the 
Government will use to try and “balance the books”. 

 
There are therefore some major Income Tax changes planned 
for the tax year starting 6th April 2010. 
 
 
 

Continued on page 4
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Loss of Personal Allowance 
 
Those earning over £100,000 from 6th April 2010 will now 
see their personal allowances tapered away until their salary 
reaches £140,000, when the personal allowance will 
disappear altogether.  
 
The result is a marginal rate of tax of 61% on earnings 
between the £100,000 and £140,000 as follows: 
 
Assume taxable employed earnings of £100,000 and the 
individual is then paid a bonus of £1,000.  He or she will 
pay 40% tax on this i.e. £400, plus employees NIC at 1% i.e. 
£10.  His or her personal allowances will be reduced by 
£500 (£1,000 x ½), which will bring a further £500 into tax 
at 40% i.e. an additional £200  tax.  So the total tax 
and NIC paid on the additional £1,000 earning is  
£400 + £10 + £200 = £610, a marginal rate of 61%. 
 
Some planning can be done to reduce the impact of this 
change, e.g. payment of personal pension contributions and 
gift aid. 
 
Clients who feel they may be affected by this change from 
6th April 2010 should contact  
John Flanagan or Paul Craik in our tax department for 
further advice. 
 
50% Income Tax rate 
 
From 6th April 2010, there will also now be a new super rate 
of tax at 50% where an individual’s taxable income exceeds 
£150,000.  This is of course in addition to the loss of 
personal allowances mentioned above.  (The old saying 
“The art of taxation consists in plucking the goose to obtain 
the largest possible amount of feathers with the smallest 
possible amount of hissing” somehow springs to mind). 
 
To prevent taxpayers paying large pension contributions to 
keep their income below the £150,000, there are also some 
very complex regulations with which to contend. 
 
At the same time, a new rate of 42.5% will apply to 
dividends in excess of the £150,000 taxable income 
threshold.  The effective rate of tax payable on the net 
dividend received will therefore be 36.11%, up from the 
current effective rate of 25% where dividends fall within the 
40% tax threshold.  This represents an increase of nearly 
45%. 
 

For those clients who operate through a Limited Company 
there are a number of options.  They could for example pay 
the maximum dividends out before 5th April 2010 (subject to 
the overriding maximum i.e. the net distributable profit 
brought forward plus that of the current year).  Although 
they may be subject to the 25% effective rate if in excess of 
the basic rate band, this may be preferable to paying more 
tax later. 
 
Another option would be perhaps to leave the profits in the 
Company rather than pay this out as dividend. 

Continued from page 3  
Although at present this does seem an option, there are 
rumours that the Government may well reintroduce “Close 
Company apportionment”. 
 
Those clients who have been in business for some time may 
well remember this.  In effect, even if profits are not 
distributed as dividends, the Revenue will deem them to be 
in certain circumstances and thus collect the additional 
Income Tax from the shareholder. 
 
Watch this space. 
 
Trusts 
 
From 6th April 2010 Discretionary Trusts will be subject to 
50% tax on income other than dividends. 
 
Dividends will be subject to the new rate of 42.5%. 
 
All of this is of course subject to a possible change in 
Government early in the 2010/11 tax year. 
 
 

 
 

************************************  
 
Interest Relief for Joint Loans 
 
It is relatively common for married couples to borrow funds 
in joint names. 
 
If the loan is for a qualifying purpose, e.g. buying shares in a 
close company then tax relief may be available for the 
interest paid. 
 
If the loan is taken out in joint names of husband and wife, 
but only one spouse uses the whole loan for a qualifying 
purpose, the Revenue rather generously do tend to allow that 
one spouse to claim tax relief for all the interest paid, even if 
the interest is paid out of a joint account. 
 
However, clients do need to be wary of the situation where 
one spouse takes out the loan, which is then used by both 
husband and wife to invest the proceeds for what would 
otherwise be a qualifying purpose.  The Revenue’s view in 
these circumstances is that Income Tax relief would only be 
available to the spouse who took out the loan and only in  
 

Continued in page 6
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seriously.  In January 2009, after a  
12-month investigation, two Nigerian nationals were jailed 
for 6 years after stealing the identities of hundreds of people 
in an attempt to claim £5 million in repayments. 
 
Claim Deadlines 
 
The deadlines for making repayment claims (genuine ones 
of course) are changing.  Previously a claim could be made 
going back six years. 
 
This is changing to 4 years and the following dates are now 
relevant: 
 
 
 

Tax year of claim Deadline Date 

2003/4 31/1/2010 

2004/5 31/3/2010 

2005/6 5/4/2010 

2006/7 5/4/2011 

 
 
 
If any client believes they may be due a repayment for the 
years 2003/4 to 2005/6, they should contact us immediately. 

 
************************************  

 

 
 
VAT 
 
The major change taking place is of course the increase in 
the rate of VAT.  Clients will recall that the VAT rate was 
reduced to 15% on 1st December 2008 to help the country 
through the recession.  This is returning to 17½% from 1st 
January 2010. 
 
Care will need to be taken as regards tax point rules for 
VAT, but businesses should plan ahead for this charge, 
either to bring forward intended purchases so as to benefit 
from the reduced rate and/or issue invoices for work done 
before 31st December 2009 so that the customer/client 
benefits from the reduced rate. 

 
proportion to the amount of qualifying investment by the 
spouse who took out the loan. 
 
Clients should therefore consider very carefully how to 
structure loans which they may be intending to take out for 
investment in a business. 
 

************************************  
 

 
 
Late Tax Returns 
 
According to the Revenue, 88% of the 2007/8 Tax Returns 
were received on time. 
 
However, some 1.3 million Returns were not received and 
therefore 1.3 million penalty notices had been issued. 
 
Of these, 134,958 related to online Returns filed late, 
224,529 in respect of late filed paper Returns and the 
balance to Returns not actually received. 
 
Tax Systems targeted by organised criminals 
 
In recent months, there have been several reports of delays 
by the Revenue in making repayment of Income Tax. 
 
It appears this is largely linked to a rise in attempted fraud, 
requiring the Revenue to carry out enhanced security 
checks. 
 
One form of Income Tax repayment fraud has involved 
criminals who use stolen or false identities, often targeting 
migrant communities. 
 
The fraudsters can use the identities of genuine taxpayers, 
who are unaware of the repayment claim or they can use 
entirely false identities. 
 
Another problem for the Revenue is related to agents who 
submit repayment claims in high volumes, but which are 
poorly researched or evidenced.  The Revenue have quoted 
one example of an agent who submitted 9,000 claims in 
respect of reliefs and allowances.  After undertaking their 
checks, the Revenue found that in 85% of the claims, the 
reliefs had already been given. 
 
The Revenue do take fraudulent tax repayment claims very 

Continued from  page 5 

Continued in page 6
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To prevent any “jiggery-pokery” there is anti-forestalling 
legislation in place, but this is mainly relevant to prepaid 
transactions exceeding £100,000. 
 
Those clients in the entertainment industry e.g. pubs, clubs, 
restaurants etc, will be pleased to know that the Government 
does not expect them to operate the increased rate of VAT 
on sales at 1 minute past midnight on 1st January 2010. 
 
On 4th November 2009, the Revenue announced “Pubs, 
clubs, restaurants and other retail businesses remaining open 
past midnight on New Years Eve will be allowed to continue 
charging VAT at 15% on their sales until they close or 6 am 
on 1st January 2010, whichever is the earlier …….  Similar 
arrangements will apply to telecommunications companies in 
respect of calls and texts made up to 6 am on 1st January”. 
 
May we suggest clients make the most of this concession by 
the Government and continue partying until 6 am.  We at 
George Hay intend to, so please, no early callers on 1st 
January 2010!! 
 
 

 
 

 
************************************  

New PAYE Penalties for late payment of “in year PAYE” 
 
From April 2010, the Revenue are introducing new penalties 
for the late payment of PAYE monthly deductions. This will 
affect all Employers and Contractors who must make PAYE 
payments (which of course do include NIC as well as tax). 
Clients should be aware that this does not just incorporate 
late payment of PAYE tax and NIC, but also late payment of 
CIS deductions and Student Loan deductions. 
 
The new penalties will apply if more than one of  the“in 
year” PAYE payments due is late in any tax year. Thus, the 
first late payment will attract no penalty, but thereafter a 
penalty will be applied to any more late payments, based on 
a percentage of the amount that is late. This percentage rises 
from 1% (where the number of times the payment is late is 
between 2-4) up to 4% (where the number of times payment 
is late is 11 or more). 
 
These are quite onerous penalties and thus clients will need 
to ensure that from April next year, they make their monthly 
PAYE payments on time. 
 
The late payment penalties are likely to apply to Income Tax 
Self Assessment from April 2011. 

 
Continued from page 5 

 
Whereas interest charges were scheduled to be introduced 
for late paid “in year” PAYE from April 2010, it appears this 
has now been put back to 2012. 
 

************************************  
 
Company Car – Advisory Fuel Rates from 1st December 
2009 
 
The Revenue have announced new rates to apply to all 
journeys on or after 1st December 2009. These are as 
follows: 
 

Engine 
Size 

Petrol Diesel LPG 

1,400cc or 
less 

11p 11p 7p 

1,401cc to 
2,000cc 

14p 11p 8p 

Over 
2,000cc 

20p 14p 12p 

 

 

 

 

GH �’���*�+���’���*�+���’���*�+���’ 
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It should be mentioned that the EC Sales List will generally 
not apply to those services (e.g. services relating to land in 
the UK or exhibitions in the UK) where UK VAT will still 
be charged to a business customer in another EC country. 
 
EU VAT Refund System  
 
From 1st January 2010, a UK business which suffers VAT in 
another EU country will be able to make a claim on-line to 
HM Revenue & Customs in the UK (under the old rules the 
claim would need to have made to the other EU country in 
the other EU country’s language). 
 
Thus, for instance, any new business which suffers French 
VAT on the costs of an exhibition in Paris, will now be able 
to reclaim the French VAT by making an on-line claim to 
HM Revenue & Customs in the UK. 
 
Clients who require further information should contact our 
VAT manager, Michael Smith or their normal contact 
partner. 
 
 
 
 

 
 

�’���*�+���’���*�+���’���*�+���’���*�+���’ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ARTICLE  
 

 
 
 
Important VAT changes form 1st January 2010. 
 
Clients do need to be aware that important VAT changes are 
coming into effect from 1st January 2010. 
 
One of the more important changes is that a much wider 
category of services than at present, can now be provided by 
a UK business to a business in another EU Member State
without charging UK VAT.  Amongst the expanded category 
of such services will be bookkeeping services, secretarial 
services, clerical services and management services. 
 
Thus a UK business, which, for instance, provides secretarial 
and clerical services to a Swedish bank in Stockholm, would 
no longer have to charge UK VAT. 
 
However, the Swedish bank will then need to effectively 
charge itself Swedish VAT (which is at 25% somewhat 
higher than the UK rate) utilising the “reverse charge” 
procedure. 
 
Accordingly, because banks can usually not recover as input 
tax VAT suffered (because of their VAT exempt status) the 
net result to the Swedish bank will be an increase in costs. 
 
It should be stressed that there will still remain a number of 
services where the VAT status remains unchanged such as 
services relating to land (which are regarded as supplied in 
the country where the land is) and services relating to 
exhibitions/entertainment services and valuation services 
which are treated for VAT purposes as supplied in the 
country were the work is actually carried out. 
 
EC Sales Lists 
 
Clients who export goods to VAT registered businesses in 
other EU countries will be familiar with the EC Sales List, 
which generally needs to be completed showing each 
customer’s name, overseas VAT no. and amount of sales. 
 
The big change from 1st January 2010 is that EC Sales Lists 
will now need to be completed and submitted to the VAT 
office to cover sales of services to EU VAT registered 
businesses (prior to 1st January 2010 the EC Sales List only 
related to sales of goods). 
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STAFF 
 
Staff in the last six months have not changed, we have not 
had any pregnancies, but we have had a couple of accidents.  
Julia fell over her dog and has broken her shoulder and Celia 
slipped in the bathroom at her home and has broken her 
shoulder as well. 

 
We wish both Julia and Celia well.   
 

*** *********************************  
 
As well Paul Craik has managed to obtain his free bus pass 
on the 13th December – Congratulations Paul, you still have 
twenty years more life in George Hay & Company.  
 

************************************  
 
 

 
Congratulations are in order for one of the partners, Michael 
Davis, who has been admitted to membership of the Institute 
of Chartered Accountants in England & Wales (the 
ICAEW). Michael is now practising member of both the 
ICAEW and the Association of Chartered Accountants 
(ACCA). The picture shows Michael being presented with a 
scroll to mark this achievement from Martin Hagen, The 
President of the ICAEW in September 2009. 
 

************************************  
Congratulations to Faraz Hussain who has just passed his 
final examinations and he is now a Chartered Accountant. 

 
Well done Faraz you have worked hard for this. 
 
 

�„  GH �„  GH �„  GH �„  GH �„  
 
 
 
 
 

 
 
COMPETITION  
 

 
 
Congratulations to the two readers who sent in the correct 
solution to our Competition in the Summer.  The correct 
answer was, of course, 9. 

 
We now turn to the current Competition, which we hope 
we will get a large number of replies. 
 
One of our staff, unfortunately, was absentminded one day 
and he was writing down a subtraction problem.  Instead 
of, however, concentrating on what he was doing he got all 
the figures muddled up.  The figures were more or less 
okay, except that every digit he wrote down is either one 
greater or one fewer than it should be.  For instance, if he 
written down a 5 it should either be a 4 or a 6. 
 
 

5133 
             -2146 
             ------- 
            =3894 
             ------- 

 
We look forward to the answers to the correct problem. 

�’���*�+���’���*�+���’���*�+���’���*�+���’ 

CONCLUSION 
 
I close by reminding readers that the news is not all bad, 
Therefore signs of increased export demand for UK goods 
and more overseas tourists visiting the UK, the housing 
market seems to have stabilised and unemployment has 
risen less than predicted. 
 
I urge readers to look forward to 2010 as a year in which 
opportunities, as well as difficulties, will arise. 
 
 

 
 

�„  GH �„  GH �„  GH �„  GH �„  
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