On 1 October 2009 the final sections of the Companies Act
2006 come into force. The main features of the changes are
detailed below.

New company formation

The documentation for forming a company differs significantly
from previous requirements. The Memorandum of Association will
be a short document, evidencing the intention of each subscriber
to form a company and become a member of that company.
Companies will no longer be required to specify their objects, and
the concept of authorised share capital will be abolished.

New Model Articles will be introduced, which are written in plain
English and shorter than the previous ‘Table A’. There will be
three types, as follows:

®  Private company limited by shares
®  Private company limited by guarantee
®  Public limited company

In practice, companies will be formed using either Model Articles,
Model Articles with amended provisions, or bespoke Articles.

The Statement of Capital is a new requirement, giving a
‘snapshot’ of a limited company’s issued share capital at a given
time. It will need to be provided in various circumstances,
including as part of the application to incorporate and with each
annual return made up on or after 1 October 2009.

Existing companies

Companies formed under ‘old law’ before 1 October 2009 will
need transitional provisions. For instance, provisions in their
memorandum which go beyond the newly required information
(such as objects clauses and authorised share capital) will
automatically be regarded as provisions of their Articles of
Association.

Companies would be well advised to examine their Memorandum
and Articles of Association with a view to adopting the new Model
Articles, or changing some of their current provisions. Changes to
Articles require a majority of 75% of the voting rights of those
eligible to vote. Special resolutions can be passed by written
resolution, but a copy should be filed at Companies House within
15 days of its being passed.

Directors’ service addresses

Directors (and company secretaries where applicable) of existing
and new companies may set out a service address rather than
their usual residential address. This can be the company’s
registered office.

Individual companies will have to maintain two registers of
directors - one including a service address for each director, and
a further register containing the residential address of each
director (protected information).
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Home addresses will not be put on public record after 30
September 2009, and access to the Companies House register
will be very strictly limited (eg liquidators, the police, HM Revenue
& Customs (HMRC) and credit reference agencies). If no action is
taken, the residential address will automatically become the
service address until the information is provided in the next
annual return. Shareholders no longer have to provide any
address to Companies House.

Registrar's powers

A new range of powers for the Registrar of Companies includes
powers to decide on the form and manner in which companies
must deliver documents, what is needed for a document to be
properly delivered, provision of electronic delivery for certain
documents, and amendments to the register.

Striking off

The existing procedures will be carried over in a similar form.
However, there will be a new simplified administrative restoration
procedure for companies struck off by Registrar’s action.
Whatever the route of dissolution, the time limit for application to
restore will be six years (currently two years for liquidation, 20
years for striking off).

his article is for guidance only. You should always consult a
qualified adviser before taking action.
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Tackling stress in the workplace

A significant proportion of UK employees have reported experi-
encing higher levels of stress at work over the last 12 months.
In the current climate of economic and financial uncertainty, it
is more important than ever to have in place effective stress
management policies.

While the law imposes a duty of care on employers regarding the
welfare of their employees, it also makes good business sense to
take steps to avoid the negative effects of stress on the individual,
the workforce and the business as a whole.

Stress versus pressure

It is generally agreed that a reasonable amount of pressure can
have a positive influence on both performance and general well-
being. However, it is important to understand the difference be-
tween pressure and stress. Stress is a reaction which occurs when
excessive or sustained pressure or demands are placed on an
individual who is, or feels, unable to cope with those demands.

Stress can have a serious effect on employee health, morale and
productivity, and is a leading cause of sickness absence. Employ-
ees suffering from stress are also more likely to be the victims of
accidents and injuries in the workplace, leading to an increased
risk of tribunal and personal injury claims.

Recognising the signs

Stress manifests itself in a variety of ways, and sufferers can dem-
onstrate a wide range of physical and psychological symptoms.
These may include:

Behavioural signs

An employee may become unusually aggressive towards others, or
withdraw into themselves and appear to take no interest in their
work. They may become indecisive or easily confused, or seem
uncharacteristically emotional or overreactive.

Performance-related signs

The quality of an employee's work may decline or become incon-
sistent, and they may find it difficult to prioritise tasks. Punctuality
and attendance could begin to suffer; alternatively, employees

may spend increasing amounts of time at work, neglecting (or
even refusing) to take regular breaks or holiday leave.

Physical signs

Physical symptoms can include sudden weight gain or loss, head-
aches and fatigue, sweating or shaking, difficulty speaking clearly,
becoming more accident-prone, and a lack of interest in personal
appearance.

Looking to the future

While having a private chat with an employee can sometimes be
enough to resolve any issues, it may be worth performing an audit
of your procedures to identify areas where individuals could be at
risk. This could include: an analysis of the working environment;
terms and conditions of employment; the nature of the work per-
formed; communication; managerial procedures; and the forms of
support available to employees.

Making employee health and well-being a core part of your
management strategy could have many benefits for your busi-
ness, not only helping to safeguard against stress and its dam-
aging effects but also equipping you to tackle wider issues
such as absenteeism, productivity and efficiency across your
organisation as a whole.

Alternative tips for managing stress

You might also consider offering some alternative ways of improv-
ing employees’ morale and work-life balance, such as:

flexible working

gym membership

extra holiday or ‘duvet days’
access to counselling
stress management training
team building days

This article is for general guidance only. If you are unsure of your
legal obligations, you should seek professional advice.

Common causes of occupational stress

Action you can take

Facing excessive demands or requests that are difficult to fulfil

Ensure that workloads, targets and deadlines are achievable;
monitor working patterns; ensure regular breaks are taken

Feeling a lack of control

Give staff the appropriate autonomy and access to the resources
needed to perform the task

Not fully understanding a specific task or request

Brief staff and provide proper training; ensure that the employee
is offered appropriate support from supervisors

A lack of recognition

Acknowledge and reward your employees' achievements; con-
duct regular staff appraisals; offer training in new skills

Concerns about recent changes within the business

Communicate with staff; offer a forum for staff feedback

Behaviour of other employees

Have clear policies relating to bullying and harassment; address
conflicts in the early stages; ensure that an employee has the-
support of a line manager
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Salary sacrifice: reap the rewards

By using a salary sacrifice scheme you can reduce your total
salary costs while increasing the value your employees receive
from their employment package. This involves substituting part
of your employees’ pay for a tax-free voucher or benefit.

There is a range of tax-free benefits that can be given in place of
salary, such as:

®  Childcare vouchers worth up to £55 per week

® A daily meal allowance for employees incurring a cost on a
meal or meals while travelling

®  Use of a company bicycle and safety equipment

®  Payment for relevant training courses

®  Parking at or near work.

Planning ahead

You will need to match the particular benefit offered to each em-
ployee, to ensure they can actually take advantage of the tax-free
status. For example, childcare vouchers are only tax-free where
the child the employee is responsible for is aged under 16, and
the voucher is redeemed for registered or approved childcare.
Slightly different rules apply for disabled children. For lower paid
employees, care should be taken that there is no adverse effect
on tax credits for childcare where vouchers are provided by the
employer.

The potential benefits

A daily tax-free subsistence allowance of £10 for two meals could
be worth over £2,300 per year for employees who are on the road
for 230 working days a year. If employees had to find £10 per day
out of their taxed pay, they would need additional gross pay of
£14.50, assuming their deductions amount to 31% in tax and
national insurance.

Replacing £2,300 of the annual gross pay of an employee subject
to basic rate tax with a tax-free meal allowance of £2,300, will

lead to a net pay increase of £713. As well as this tax saving for
the employee, the employer will save national insurance costs of
£295, giving an overall saving of £1,008. These tax savings can
be shared more equally by reducing the employee’s gross pay by
less than the £10 daily allowance.

The subsistence allowance can only be paid to employees who are
away from their home or office for at least five hours to claim the
one meal rate, or 10 hours to claim the two meal rate. They must
have actually paid for at least one meal. The subsistence rates are
set by HMRC, and need to be included in your P11D dispensation
agreement with your local tax office before your can pay them tax-
free to your employees.

Setting up a scheme

The salary substitution must be agreed in advance of the em-
ployee becoming entitled to the pay. For example, gross pay due
from 1 January 2010 could be reduced in December 2009 in re-
turn for a subsistence allowance, but a bonus accrued for the
period to 30 September 2009 cannot be substituted for MBA
course fees payable as the bonus entitlement has already arisen.
You also need to amend your employee’s written employment
conditions to include the revised level of gross pay.

Problem areas

Do not reduce the gross pay of employees who are paid only just
over the National Minimum Wage rate (£5.80 per hour for adult
workers from 1 October 2009), even where the difference is made
up with the tax-free meal allowance. This is because the meal
allowance is not counted as part of the National Minimum Wage
rate.

For further advice and assistance with implementing a salary
sacrifice scheme, please contact us.

Reducing your income tax liability

The 2009 Budget revealed Government proposals to introduce
a new additional rate of income tax. This new rate of 50% is
due to be imposed from 6 April 2010, and will apply to the
portion of taxable income that exceeds £150,000.

When combined with national insurance (NI) of 1%, this adds up to
a top rate of 51% for both employees and the self-employed. On 6
April 2011, the combined tax rate rises again when NI rates will be
increased by 0.5% across the board.

In addition, from 6 April 2010, individuals who have a total income
in excess of £100,000 will have their tax-free personal allowance
reduced by £1 for every £2 of income over £100,000.

If you are self-employed and you draw up your accounts to, say, 30
April, any profits you have made since 1 May 2009 will be taxed in
2010/11. You may therefore already be accruing higher tax
charges on your current profits.

Reducing your taxable income

If you are likely to have income in excess of £100,000 for
2010/11, you could use the following strategies to reduce your
total taxable income:

If your spouse has a lower marginal tax rate, transfer income gen-

erating assets such as shares, let property or bank deposits into
your spouse’s sole name. Make gift-aided charitable donations.

Paying increased pension contributions may help to reduce your
marginal tax rate, but there are restrictions where your income has
topped £150,000 for any tax year since 2007/08. New tax rules
apply where irregular amounts of pension contributions are paid
after 22 April 2009. This is a very complex area, so please contact
us for further advice.

If you run your business through your own company you may wish
to consider restricting your income to below either of the two key

thresholds of £100,000 or £150,000 by reducing your salary and
dividends and leaving any surplus cash in the company.
If you currently operate your busi-

ness as a sole-trader or partner-

ship, incorporating your business

at this time may allow you to con-

trol your marginal tax rate more

effectively in the future.

Talk to us to find out how such
strategies could work for you.
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Are you facing a cash flow crisis?

A strong and steady cash flow is vital to maintaining a healthy business,
especially during a recession. Most businesses that fail do so not be-
cause they are not profitable, but because they run out of cash. Identify-
ing the root cause(s) of your cash flow difficulties is the first crucial step
in tackling the issue. Here are some of the most common reasons for
stagnant cash flow, along with tips to help get things moving again

Inaccurate or infrequent forecasting

A cash flow forecast is a simple tool that enables you to predict the likely
peaks & troughs in your cash balance. Without an accurate forecast it is
impossible to ascertain how much surplus cash you're likely to have at
any given time. It will also make planning your borrowing difficult & may
jeopardise your chance of securing funding from a bank.

v Action: You can start with anything from a sheet of paper to proprie-
tary software, but drawing up a cash flow forecast will enable you to
anticipate dips in demand and act to reduce their impact. Compare
receipts and expenses with your forecasts and, if necessary, update
the plan to account for any deviation and investigate the reasons
behind them.

Late and non-payment

With the average invoice typically taking up to 64 days to be actioned,

delayed payment can cause a ‘make or break’ situation for many small

and medium-sized enterprises. Not only can it create cash flow problems,

but it may also damage the profitability and ultimately the viability of a

firm.
v Action: Consider invoice factoring. Rather than tying up money in
invoices that have yet to be paid, you may want to take an initial pay-
ment up front and the remainder when the customer pays the invoice
- less the service fee. However, there are advantages and disadvan-
tages to this model, so please seek our advice before taking action.
Also remember to distribute invoices in a timely manner and don’t be
afraid to chase customers for payment!

Inadequate supplier management

Are you overpaying for goods or services? If so, this could be causing

cash flow to stagnate. If suppliers are failing to provide the required

goods or materials on time, this may make it difficult to fulfil customer

orders, which can create delays in final payment.
v Action: Monitor your relationship with suppliers on an ongoing
basis. By researching some alternative providers, you can help to
ensure that you are getting the best deal and not overpaying for
goods or services. You may want to consider negotiating longer credit
terms as this may free up more cash to reinvest in the business. And
don’t forget to negotiate other factors such as delivery times or the
quality of the goods.

Tying up cash

Holding too much stock can tie up large amounts of much-needed cash.

While there are undoubtedly benefits to bulk buying goods, unused and

slow moving stock will not provide that vital cash flow. You may also incur

higher storage bills for holding large quantities of goods.
< Action: Do you need to hold so much stock? Consider adopting a
‘Just-In-Time’ approach to stock management. This model aims to
reduce costs by cutting stock to a minimum. Items are delivered
when they are needed and used immediately. However, there is a risk
of running out of stock, so you need to be confident that your suppli-
ers can deliver on demand.

Losing sight of the marketplace

It can be easy to become preoccupied with the day-to-day tasks when
running a business and consequently lose sight of the wider marketplace,
However, if you fail to keep track of new trends and the actions of your

competitors, your existing marketing strategies could soon become out-

dated.

 Action: If cash flow is sluggish, revisit your marketing plan to try and
encourage new business. Look again at factors such as: changes in
your market; new and emerging services; changes in your customers’
needs; external factors such as the economy, imports and new tech-
nology; and changes in competitive activity.

All of the above can have a serious impact on the flow of cash in and out
of your business. We can work with you to draw up an accurate cash flow
forecast and devise strategies to help your firm remain healthy - what-
ever the economic climate.
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Cash flow questionnaire

Could you be experiencing cash flow problems? Consider the fol-
lowing questions and select the most appropriate answers. Make
a note of your responses to see how well you have performed.

Q1) How often do you credit check new and potential customers?

A: Always  B: Often C: Rarely D: Never

Q2) Which of the following most closely reflects your invoicing strat-

egy?
A: We always send invoices in a timely manner and to the correct ad-
dressee

B: We usually distribute invoices relatively quickly
C: We sometimes distribute invoices late
D: Invoices are regularly sent out late and to the wrong person

Q3) How do you approach the issue of late payment?

A: We continually monitor clients’ payment trends and obtain deposits
from ‘doubtful’ payers

B: We try to keep an eye on payment patterns as much as possible

C: We often lose track of outstanding payments

D: We do not have a policy for tackling late payment

Q4) Which of the following most closely resembles your debt collection
strategy?

A: We telephone ahead of due dates, send reminder letters and ar-
range visits if required

B: We usually send chaser letters and pursue over the telephone

C: We sometimes send reminder letters once the due date has passed
D: We hardly ever close down on outstanding debts

Q5) How would you describe your relationship with your bank?
A: Our bank is our partner and understands the business and its
needs

B: Quite good. The bank mostly understands the firm’s financial needs
C: Could be better
D: Poor. We rarely communicate

Q6) How regularly do you update your cash flow forecast?
A: We revisit our forecasts at least once a month

B: We update our projections as and when required

C: We hardly ever revise our forecasts

D: What forecast?

Q7) Which of the following best describes the business’s stock man-
agement?

A: We always avoid tying up too much cash in surplus goods

B: We review our stock requirements fairly regularly

C: We build up excess quantities of stock quite frequently

D: We hold large quantities of unused, damaged or obsolete stock

Mostly As—Congratulations! It looks as though you have a sound gra
of cash flow management. Remember to monitor and update your
forecast on a regular basis to keep your business healthy!

Mostly Bs—You clearly understand the importance of good cash flow,
However, there is always room for development, so consider areas
where you can improve the flow of cash in and out of the business.

Mostly Cs—Beware, it looks like inadequate cash flow procedures m
be threatening your business. Please contact us to arrange a review

Mostly Ds—Your business may be facing potentially damaging cash
flow problems. It is vital to address this issue as soon as possible -

please contact us today.
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The Vehicle Scrappage Scheme: making a claim

The Vehicle Scrappage Scheme was introduced in May 2009, and offers a £1,000 subsidy, for each new vehicle, from the Depart-
ment for Business, Innovation and Skills (BIS), matched by a further £1,000 subsidy from the manufacturer.

The popularity of the scheme means that Government funding is likely to be exhausted well in advance of the original closing date of 28 Feb-
ruary 2010, so if you are considering taking advantage of the scheme, you should act now.

VAT-registered businesses would generally be able to claim VAT on the purchase of business vans. Input VAT recovery is only allowed on cars
which have 100% business use. Where you are entitled to claim VAT on the purchase of a vehicle you will need to reduce the input tax in pro-

portion to the manufacturer’s subsidy - so you will reduce your input VAT by £130.43.

Capital allowances

The vehicle surrendered under the scheme is scrapped, so disposed of at zero value. The new vehicle is acquired with a subsidy, so only the

net cost is taken into account for capital allowances. So for a new car costing £20,000 before subsidy (including VAT, unless this is recover-
able) the cost for capital allowances claims will be £18,000.

Once a capital allowance cost is determined, if the vehicle is a van or a low emission car (up to 110g/km CO[ emissions) it may be eligible for
100% capital allowances. Cars with COllemissions of between 110g/km and 160g/km inclusive will score for a 20% annual rate of capital
allowances, but that rate halves to 10% for cars with higher emissions. If you run an unincorporated business any non-business use by you as
the owner will restrict your claim to the business element of your entitlement.

Conditions of the scheme

The old and new vehicles are subject to a number of conditions, including restrictions relating to their weight, date of UK registration, regis-
tered keeper, and length of ownership. A full list of conditions is available from the BIS (or visit www.direct.gov.uk.)

New fuel advisory rates

From time to time HM Revenue and Customs (HMRC) publish new advisory fuel rates, which can be used to negotiate dispensations for
mileage payments for business travel in company cars.

Engine capacity Petrol Diesel Gas
up to 1400cc 10p 10p 7p
1401 - 2000cc 12p 10p 8p
Over 2000cc 18p 13p 12p

Rates from 1 July 2009. Subject to change; please contact us for the latest rates.

Business Round-Up

New saving limit for ISAs

From 6 October 2009 depositors aged over 50
can take advantage of a new higher investment
limit for Individual Savings Accounts (ISAs). An-
nounced in the 2009 Budget, the change means
that people aged 50 or over can deposit
£10,200 into their 2009/10 ISA, up to £5,100
of which can be in cash. The remainder can be

made up of stocks and shares.

If your birthday falls between 6 October 2009
and 5 April 2010 you will be able to take advan-
tage of the increased ISA limits on, or after, the
day you turn 50.

The rise equates to a 50% increase in the total
savings limit, which remains at £7,200 for all
other ISA investors. The new limit will apply to all
ISA investors from 2010/11 onwards. Approxi-
mately five million savers who currently use their
full ISA allowance will benefit from the reform.

Please contact us to discover how we can help
you plan to maximise your personal wealth.

Minimum Wage to increase from October

The National Minimum Wage (NMW) rates increase with effect from 1 October

2009. The new rates are as follows:
AGE HOURLY RATE
. 22 & over £5.80
Employers who are found to be in breach
o ) 18-21 £4.83
of the NMW legislation are now subject to
) ) ) 16-17 £3.57
automatic penalties, ranging from £100 to

£5,000. This is in addition to the wages
already owed to the employee.

From October 2010, 21-year-olds will be included in the main adult rate of the
NMW.

Meanwhile, the Government has asked the Low Pay Commission (LPC) to consider
introducing a minimum wage for apprentices. Under current legislation, apprentices
under 18 years of age are exempt from the NMW, as are those aged 19 or older
who are in the first year of their apprenticeship. From August this year Learning and

Skills Council apprentices are guaranteed a weekly pay rate of £95.

The LPC has been asked to report its recommendations to the Prime Minister and
Secretary of State for Business, Innovation and Skills by the end of February 2010.
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Business Round-Up cont....

Trade credit insurance scheme extended

Eligibility for the Government’s £5 billion trade credit insurance top-
up scheme was recently extended.

Launched on 1 May, the scheme is designed to provide support to
firms that have experienced a sudden reduction in their credit insur-
ance cover during the recession.

Under its original terms, companies who have had their cover re-
duced since April this year have been able to purchase six months of
top-up cover.

However, following feedback from business groups, eligibility has
been backdated to include suppliers whose cover has been reduced
since 1 October 2008.

The scheme is scheduled to run until 31 December 2009.

Plans to extend paternity leave ‘put on hold’

Plans to give fathers extended paternity leave have been delayed to
help employers during the recession.

Proposals announced in 2005 would see parents afforded the right to
share a year of parental leave to care for their newborn child, with
fathers allowed to take six months off after the mother’s first six
months of leave.

However the changes, which were scheduled to be introduced later
this year, have now been suspended and no alternative implementa-
tion date has yet been agreed.

The current rules entitle fathers to two weeks’ paternity leave, to be
taken shortly after the baby is born.

HMRC offers ‘final chance’ to declare offshore income

1 September sees the launch of HMRC’s New Disclosure Opportunity (NDO).

The NDO offers taxpayers with undeclared income or gains from offshore accounts or assets a final opportunity to make a full disclosure,

in favourable circumstances.

Under the scheme, the penalty will be capped at 10% for those taxpayers who were not contacted by HMRC during the previous Offshore
Disclosure Facility, in 2007. Those who were previously contacted by HMRC will be subject to a 20% penalty.

Once the scheme has ended, HMRC will ‘vigorously pursue’ all outstanding liabilities. Those taxpayers who have failed to come forward
and are found to have unpaid tax liabilities will face penalties of between 30% and 100%, and will run an increased risk of prosecution.

To use the NDO, a notification of the intention to disclose must be made to HMRC between 1 September and 30 November 2009. The

scheme closes on 12 March 2010.

If you would like more information on any of the topics covered in this newsletter, please contact us.

Reminders for your Autumn Diary

September 2009

30 End of CT61 quarterly period.

October 2009

1 Due date for payment of Corporation Tax for period
ended 31 December 2008.

5 Individuals/trustees must notify HMIRC of new sources

of income/ chargeability in 2008/09 if a Tax Return
has not been received.

14 Due date for income tax for the CT61 quarter to 30 September

2009.
19/22 Quarter 2 2009/10 PAYE remittance due.

31 Last day to file 2009 paper Tax Return.

November 2009

1 Please ensure you are retaining your documents for the
2010 Tax Return.

2 Quarterly submission date of P46 (Car) for quarter to 5
October.

Web Watch

Essential sites for business owners

www.thebusinessnetworkonline.com
The new online networking and trading facility from the
British Chambers of Commerce.

www.bis.gov.uk
Website of the newly created Department for Business,
Innovation and Skills.

www.smallbusinesschannel.co.uk
Free video-based business advice from leading experts,
covering a range of topics.

www.oecd.org

Website of the Organisation for Economic Cooperation
and Development, incllu’q_ing»details.rof the 2009 UK Eco-
nomic Survey: o R

This newsletter is for guidance only, and professional advice should be
obtained before acting on any information contained herein. Neither the
publishers nor the distributors can accept any responsibility for loss
occasioned to any person as a result of action taken or refrained from
in consequence of the contents of this publication.




Coates and Partners Limited
Chartered Accountants

The Old Vicarage, 51 St. John Street
Ashbourne, Derbyshire, DE6 1GP.

Telephone: 01335 301850

Fax: 01335 300315
E-mail: enquiries@coatesandpartners.co.uk
Website: www.coatesandpartners.co.uk

Coates and Partners Limited are based in Ashbourne. We are a four director firm with excellent
staff support. We predominantly look after owner managed businesses and, as we have been
established for over 55 years, many clients are second and third generation.

Although mainly based in Derbyshire, we have a nationwide client base, with some clients staying
with us despite relocation. We have in excess of eight hundred clients made up of a wide range of
businesses including a strong international section.

As you would expect from an established firm of Chartered Accountants, we provide a full range of
compliance services, ensuring that all our clients, whether corporate or not, are carefully and
efficiently looked after in all aspects relating to their annual accounts and resultant tax implica-
tions. However, in addition to these services, we offer an extensive range of business develop-
ment services, including strategic management and development.

Please call us for a free initial consultation.

This newsletter deals with a number of topics which, it is hoped, will be of general interest to clients. However, in the space
available it is impossible to mention all the points which may be relevant in individual cases. It is recommended you seek pro-
fessional advice before taking any action. No liability can be accepted by Coates and Partners Limited for any action taken or
not taken as a result of this information.



