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Disclosure of offshore accounts – HMRC takes further action  
In 2007 HM Revenue and Customs (HMRC) announced an amnesty for holders of 
offshore bank accounts. Providing they had notified their intention to disclose these 
accounts by 22 June 2007 and then actually disclosed, HMRC would charge a 
reduced penalty.  

That amnesty has now closed and HMRC has just announced the next steps they will 
take to ensure that tax-payers with offshore accounts pay the right amount of UK tax.  

Using information that they received from a number of banks and other sources they 
are contacting holders of offshore accounts who chose not to disclose details under 
the amnesty asking for such information. They will check this against the information 
that they already hold.  

Account holders are invited to disclose details of these accounts and to calculate the 
amount of tax that they believe is under-declared and to report that to HMRC. If 
HMRC accepts the calculations it will simply calculate interest and penalties. HMRC 
has stated that penalties could be as much as 100% of the tax and duties due but 
providing they receive cooperation from the tax-payer it is anticipated that penalties 
would reduce – although they warn that they would expect penalties to be no lower 
than 30%.  

Where HMRC does not accept the calculations they may start a formal enquiry, which 
will extend the process and may result in higher penalties.  

HMRC’s issued guidance states that they expect disclosure to be in respect of all 
undeclared UK tax liabilities which has arisen in the last 20 years. Disclosure is 
expected whether or not HMRC sends out a letter – the onus is on the taxpayer for 
full disclosure.  

HMRC seems satisfied that there is sufficient underpaid tax to warrant this approach 
and is determined to recover as much as possible from affected account holders.  

The advice to anyone who has an offshore bank account but that has not made a 
disclosure is to do so without delay.  

For more information go to http://www.hmrc.gov.uk/offshoreaccounts/index.htm#2  

 

Condé Nast claims deadline  
HMRC has announced that businesses have until 31 March 2009 to submit claims to 
recover VAT for periods up to 1996/97 as a result of the decisions in the European 
Court of Justice (ECJ) of Condé Nast and Fleming.  

Businesses should take positive action to review VAT returns submitted for periods 
prior to 1996/97 and consider whether they have overpaid VAT and should submit a 
claim. 
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Withdrawal of Staff Hire Concession  
Since 1997 by concession employment businesses have been allowed to exclude 
the wages element from the value of their supplies of temporary workers – hence 
VAT was only payable in respect of the management fee. This concession will be 
withdrawn from 1 April 2009 - VAT will be due on the whole amount including the 
wages element. Businesses that are partially-exempt for VAT that are affected by 
these changes should actively review their arrangements with staff providers.  

 

Cars – plan your purchases to maximise tax relief  
In 2008 and 2009 changes are being made to the system of capital allowances for 
cars that may affect the purchasing decisions of businesses.  

Since 2002 businesses that acquired cars with CO2 emissions of no more than 
120g/km have been able to claim an immediate 100% tax write down for the 
acquisition cost.  

For expenditure on low emission cars from 1 April 2008 this emissions limit is being 
reduced to 110g/km, so only cars with CO2 emissions of no more than this limit will 
qualify for 100% first year allowances.  

Many manufacturers have focused on producing cars below the magic 120g/km 
threshold so there is potentially a question about the impact this change will have on 
the market for cars that will no longer qualify for 100% first year allowances.  

As part of its strategy to achieve its carbon emissions target, the government has 
been consulting on a system of capital allowances that provide more accelerated 
capital allowances for more efficient cars.  

They have announced that this new system will be introduced from 6 April 2009 (1 
April 2009 for companies). From that date cars will be placed into two distinct capital 
allowances pools. Cars with CO2 emissions in excess of 160g/km will only be entitled 
to a tax writing down allowance (WDA) of 10% whereas cars with CO2 emissions of 
160g/km and lower will qualify for 20% WDA.  

Businesses are therefore going to be faced with car purchasing decisions and many 
may change their car policies in the light of these changes to make them based on 
CO2 emissions to save tax whilst helping to do ‘their bit’ for the environment.  

 

EMI share options – changes from April 2008  
In the 2008 Budget the Chancellor announced some changes to the EMI share 
option scheme.  

•  From 6 April 2008 employers can grant up to £120,000 (an increase of 20%) in 
share options per employee (up to a maximum of £3m).  

•  From date of Royal Assent of the 2008 Finance Bill (usually around July) 
companies that are currently permitted to grant EMI share options but that have 
250 employees or more will no longer qualify. 
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This does present an opportunity for companies that currently qualify but have 250 
or more employees to grant up to £120,000 before Royal Assent.  

Employers commented recently that EMI share options are a good tool to retain and 
motivate staff. They have commercial as well as tax advantages and so the changes 
to the tax position should not be considered in isolation.  

EMI share options give the employees the opportunity to be rewarded for their 
involvement and efforts in the business and therefore should still be a good retention 
and motivation tool. However it will be interesting to see how popular they are when 
the next survey is published.  

 

Research and development schemes – increasing the relief  
Research and development (R&D) tax relief presents a great opportunity to reduce a 
company’s tax liability and, for loss-making SMEs, to claim a tax repayment.  

As noted previously this relief is not just for traditional R&D companies – successful 
claims have been made by companies in a cross-section of industries.  

In the 2008 Budget the Chancellor announced some important changes to the two 
R&D schemes.  

•  SMEs will be able to claim tax relief of 175% of eligible R&D revenue costs - for 
large companies this is rising to 130%. Following changes in 2005, R&D tax relief 
is available even where a company decides to capitalise its revenue costs – 
although relief is then not available when the costs are amortised.  

•  HMRC will pay closer attention to the accounts of SMEs – R&D relief will not be 
available if the recent accounts are not prepared on the going concern basis.  

•  A limit of €7.5m per project will be set on the amount of relief available for SMEs.  

The changes to the SME scheme cannot be introduced immediately and require the 
permission of the EC. They will be effective from a future date to be announced.  

This scheme continues to be good news for companies – and more companies 
should review their activities and consider whether they might be eligible to claim the 
relief.  

 

Other matters  
•  New regulations have been issued extending the circumstances in which a PAYE 

liability can be transferred from an employer to an employee (following the 
Demibourne case).  

•  Currently only voluntary disclosures of VAT errors of under £2,000 can be included 
as an adjustment on a VAT return, those above £2,000 need to be notified formally 
by a separate declaration. These limits are to be extended to the greater of 
£10,000 or 1% of turnover (subject to an upper limit of £50,000) for accounting 
periods starting on or after 1 July 2008.  

 


