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New measures announced in economic update.

Since the Budget in March, businesses have seen a stream of different support schemes and policies
announced to help them manage the financial impacts of the coronavirus lockdown.

When Chancellor Rishi Sunak stood in the House of Commons again on 8 July, it was in the context of the
gradual reopening of the economy, with several lockdown restrictions having been lowered on 4 July.

The update wasn’t an official Budget speech or fiscal statement, and it only lasted around half an hour, but
it contained several measures focused on a “three-point plan for jobs”.

Those three points — to protect, support, and create jobs — come as part of a “second phase” of support,
aimed at keeping employment levels as high as possible as the country faces the challenges of a deep
global recession.

Whether or not the new measures will be enough to get the public out and spending again, at a time when
people face continued health concerns as well as uncertainty over their own financial futures, remains to be
seen.

But the additional support has been largely welcomed by businesses as other government schemes, such
as furlough payments and self-employed income support, are set to close by the end of October.

Mike Cherry, chairman of the Federation of Small Businesses, said: “The Chancellor is absolutely right to
stress that the job of getting the economy back on its feet has only just begun.

“The key now is making sure these positive new measures work for all, especially the small firms that make
up 99% of our business community and employ 17 million people.”

VAT cut in hospitality and tourism sectors

One of the headline measures of the Chancellor's speech was a temporary cut to VAT for food,
accommodation and attractions, from 20% to 5%.

From 15 July 2020 to 12 January 2021, the reduced VAT rate applies to supplies of food and non-alcoholic
drinks from restaurants, pubs, bars, cafés and similar premises, and to supplies of accommodation, such
as hotels and B&Bs, and admission to attractions.

The measure is intended to encourage consumer activity in the hospitality and tourism sectors, which have
been hit particularly hard by the effects of the coronavirus pandemic.

However, there are some concerns it could increase complexity for the businesses it aims to help.

Some will need to deal with varying rates of VAT on different products and services they offer, as well as
managing old invoices that use the original 20% rate.

There’s also a risk of cashflow problems for businesses that have not set aside their VAT, and now need to
pay the 20% due for previous quarters, while only collecting 5% from consumers.

Essentially, the change means more care needs to be taken over VAT accounting in most cases. If your
business has been affected, get in touch with us for support.

Furlough bonus scheme

During the speech, Sunak took the opportunity to emphasise that the coronavirus job retention scheme, or
furlough scheme, will not be extended beyond its current end date of 31 October.

However, as concerns remain about rising redundancies with employers no longer able to claim furlough
pay, the Chancellor offered an incentive for businesses to bring back currently furloughed staff and keep
them in employment over the next six months.
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Employers who bring back furloughed staff and keep them in continuous employment to the end of January
2021 will be able to claim a job retention bonus of up to £1,000 per employee.

This only applies if workers are paid at least £520 a month during the second and final phase of the
furlough scheme, which is the lower earnings limit for National Insurance, from November 2020 to January
2021.

Payments to employers on the scheme are expected to be made from February 2021.
Kickstart scheme

Other measures in the speech were focused on supporting jobs for the younger generation, with Sunak
noting that under-25s are “two-and-a-half times as likely to work in a sector that has been closed” during
lockdown.

One part of this was a ‘kickstart’ scheme, which aims to incentivise employers to offer six-month work
placements to people aged between 16 and 24, who are on Universal Credit and deemed at risk of long-
term unemployment.

This offers funding for each placement, covering 100% of the national minimum wage for 25 hours per
week, plus the associated employer National Insurance contributions and minimum automatic enrolment
contributions.

Traineeships & apprenticeships

Additionally, the Government is encouraging employers to offer work experience to young people on
traineeships, offering a £1,000 bonus for each new trainee they take on.

And from 1 August 2020 until 31 January 2021, employers in England will receive payments for hiring
apprentices, of £2,000 for each new apprentice under the age of 25, or £1,500 for new apprentices over
25.

These payments will be in addition to the existing £1,000 payment the government already provides for
new 16-18 year-old apprentices, and those aged under 25 with an education, health and care plan — where
that applies.

Half-price discount on eating out

Finally, a Government-backed ‘eat out to help out’ scheme will offer diners a 50% discount of up to £10 per
head on their meal or drinks at participating businesses.

That means restaurants, cafes, pubs, and other food service firms can sign up to be fully reimbursed for the
50% discount.

The discount can be used unlimited times, and will run from Mondays to Wednesdays throughout August.

To be eligible to join the scheme, a business must sell food for immediate consumption on its premises,
provide its own dining area or share a dining area with another establishment for eat-in meals, and it must
have been registered as a food business with the relevant local authority on or before 7 July 2020.

Establishments that only offer takeaway food or drink, dining and catering services, and mobile food vans
cannot join the scheme.

Businesses can register through the Government’s website.
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Other announcements

In addition to the measures aimed at businesses, the Chancellor announced a stamp duty land tax holiday,
raising the lower threshold at which the tax is due from £125,000 to £500,000 for transactions between 8
July 2020 and 31 March 2021.

Stamp duty land tax applies to the transfer of residential properties in England and Northern Ireland.

Additionally, a green homes grant is being made available to homeowners and landlords from September,
providing a minimum of £2 for every £1 spent on making residential properties more energy efficient.

This will cover up to £5,000 per household, or £10,000 for lower-income households.

Talk to us about coronavirus-related support.

FOR GENERAL INFORMATION ONLY

Please note that this guide is not intended to give specific technical advice and it should not be construed
as doing so. It is designed to alert clients to some of the issues. It is not intended to give exhaustive
coverage of the topic.

Professional advice should always be sought before action is either taken or refrained from as a result of
information contained herein.

About Us

Professional, Personal, Affordable.
We are one of the leading, independent chartered accountancy practices in Liverpool. At BWM we provide
a wide range of accountancy and business support services to organisations and individuals throughout the

North West of England and beyond. Our experienced and skilled partners and their teams are ready to
support you with high quality, individual yet affordable services however complex your personal or business
needs.

For more details of how we can help you transform your organisation, please visit www.bwm.co.uk or call
us on 0151 236 1494
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