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Economic overview

Creative

measures required

We're dangerously close to a deep depression, warns Robert Gardner,
Head of Macroeconomics, RBS Group. And, as the bank rate falls to an
historic low, there’s a new “public enemy” — deflation.

activity, employment, confidence: the message is the

same. Our economy is steering dangerously close to a
deep recession.

That much is clear from December’s Bank of England
decision to cut the base rate to 2%, the lowest for half a
century. And no-one now discounts the possibility that rates
might fall to zero.

In fact, our new public enemy in 2009 is deflation. Although
the risk of a sustained fall in prices across the economy is still
small, it can no longer be ruled out. That's because, in the final
quarter of 2008 alone, there’s been what | can only call a
seismic shift in expectations about inflation, our previous target
of concern.

I t doesn’t really matter what measure you use - business

depress activity most obviously by persuading managers and
households alike to postpone big-ticket purchases. That makes
sense individually, but the aggregate effect is to choke
demand, prompting firms to lay off staff. And overall, the truth
is that we lose more from higher unemployment than we gain
from lower prices.

Meanwhile, lower base rates aren’t translating smoothly into
lower real borrowing costs for firms and households. So the
base rate has to fall further, while the widespread weakness in
the wider economy puts further downward pressure on policy
rates. This could drive the base rate towards zero, at which
point conventional rate cuts have gone as far as they can.

But that doesn’t mean policymakers are powerless. When

official interest rates approach

Two factors are at work
here: first, commodity prices
fell even more quickly than
they rose at the start of the
year — the cost of a barrel of
oil, for instance, decreased

“This doesn’t mean policymakers are powerless.
When official interest rates approach zero, the
Bank of England is likely to start using more
creative measures to spur activity.”

ROBERT GARDNER, HEAD OF MACROECONOMICS

zero, the Bank of England is
likely to start using more
creative measures to spur
activity. One approach, already
underway in the US, is to buy
outstanding government and

70% in just five months.

Second, negative sentiment from the crisis in financial
markets has fed back into the wider economy with a
vengeance. Demand has weakened rapidly, capping firms’
desire to boost prices. And rising unemployment dampens any
push for higher pay.

So, while the immediate worry about inflation has passed,
the truth is that deflation could be much worse. It would

private sector debt using
freshly-printed money, explicitly targeting borrowing costs
across the economy.

While almost certain to avert deflation, this isn't a one
way bet — if it's sustained for too long, it could lead to
galloping inflation further out. But, faced with the gravity of a
‘deflation scenario’, inflation worries will likely have to wait for
another day.




Background support

With Mentor taking care of employment law worries, the management
at St Giles Hotel can get a good night’s sleep.

ith more than 220 employees
between them, St Giles Hotel
in central London and its sister

hotel at Heathrow Airport have a variety
of employment law requirements.

“We're an independent hotel and like to
do things our own way. It's important to us
to have the support of someone who
understands what the business is all
about,” says Darrell Murphy, HR Manager.

St Giles Hotel is proud of its status as
Europe’s largest independent hotel — the
three-star central London hotel has over
700 bedrooms. And along with St Giles

facing rather than just seeing it from a
legal perspective. Not just looking at law,
but how our business operates, really
gives them the edge over other providers.”

Although St Giles choose to draw up
their own documentation, they appreciate
Mentor’s input to ensure everything is
compliant.

“When we produced our handbook
Mentor came back to us with comments.
They also guide us with writing letters,
suggesting different wording if necessary.
It's reassuring to have someone in the
background checking things. Mentor help

“We're an independent hotel and like to do things our own way.
It's important to us to have the support of someone who
understands what the business is all about,”

DARRELL MURPHY, ST GILES HOTEL

Heathrow, Darrell and his colleague Olivia
Paice, are kept busy.

“We wanted some additional support
with employment law issues and chose
Mentor as they offered the best package,”
he explains.

Darrell particularly appreciates the
support on offer via the 24/7 Advice
Service.

“When we ring Mentor and explain the
business case, we're not automatically told
‘you can’t do this, you can’'t do that'.
Mentor understands the pressures we'’re

us work within our own procedures, rather
than make us stick to theirs.”

Mentor’s assistance has been
particularly useful when employing
foreign workers.

“We have a lot of international staff,
and recently quite a few Romanian and
Bulgarian nationals have come to us
through agencies. As they’re registered
as being self-employed there are
different legal requirements. Mentor has
helped us understand the procedures we
need to take to ensure everything is

DARRELL MURPHY, ST GILES HOTEL

above board. Thankfully we've never had
any serious problems. When The UK
Border Agency (immigration) visit, Mentor
give us guidance on what we need to do
to assist them.”

The current economic climate has
meant that, like many employers, St Giles
has started looking at redundancies.
“Unfortunately we've had to start that
procedure which has been a big
challenge for us,” says Darrell. “Mentor
has provided details on the process to
follow so although it's a situation we'd
prefer to not to be in, at least we feel
confident dealing with it. Redundancy
meetings are nerve-wracking, you're
dealing with people you've known for
several years, but knowing you're well
prepared helps to take the edge off it.”

And with legislation constantly
changing, Darrell says it's good to have
access to Mentor’s expertise. We're a lot
more confident in what we do because of
Mentor. We've never had cause for any
concern, in fact, we've just signed up to
another three-year contract!

MENTOR DELIVERED:
24/7 ADVICE SERVICE
EMPLOYMENT LAW

CONSULTANCY SERVICES
REDUNDANCY SUPPORT
LEGISLATIVE UPDATES
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't pays to be green

The launch of Mentor Environmental

Good environmental management can deliver so much more than
merely complying with legislation. Businesses that manage their
environmental performance may gain competitive advantages,

explains John Muncey, Head of Mentor.

The Government has set itself
and UK businesses some
challenging environmental
performance targets. The growing
body of UK and European
environmental legislation is therefore
expected to have an even greater
impact on the way every business
operates.

While there are obviously punitive
costs associated with non-compliance
such as fines, the massive costs of
remediation and even, in severe
instances, custodial sentences — a more
widespread jeopardy for businesses is
the risk of becoming uncompetitive if
they fail to control environmental
performance in key areas.

Climate change, ozone depletion,
pollution and resource depletion are

issues that affect us all and will affect
future generations more so if industry
and the environment are managed in
isolation of each other. According to
John Muncey, development does not
have to be at the expense of the
environment, they can be managed
together in a mutually beneficial way
through sustainable development.

“At Mentor we are delighted to be in
a position to help businesses not only
comply with environmental legislation
but support them to realise the
commercial benefits that can be
achieved through implementing
environmental best practice,” explains
John. “Mentor Environmental will be
launched in March and our service can
set businesses on the road towards
ISO 14001.”

“At Mentor we are delighted
to be in a position to help
businesses not only comply
with environmental legislation
but support them to realise
the commercial benefits
that can be achieved
through implementing
environmental best
practice,”

JOHN MUNCEY, HEAD OF MENTOR




Mentor Environmental will help you:

* Reduce your business risks using a Toolkit
to help develop and implement an
Environmental Management System for your
organisation to help achieve environmental
compliance.

e Keep up to date with our 24/7 telephone service
and regular updates. You'll have the knowledge
and confidence to deal with new environmental
challenges as they arise.

¢ Protect your business with Mentor’s Insurance
and Crisis Management Services.

* Maximise the efficient use of your resources
through the implementation of environmental
best practice.

¢ Demonstrate positive environmental credentials
to satisfy the requirements of many large
corporates when supplying services.

e Meet the requirements set out in ISO 14001.

How Mentor Environmental works:

» Choose the right service to meet the needs
of your business, whether through telephony
based support, face to face support or a mix
of both.

* One of our in-house experts can carry out
an initial audit of your business.

* Once this first stage is complete, you will have
a comprehensive, easy to use solution enabling
environmental management to become an
integral part of the way your business operates.

» Compliance will become much easier and your
approach to environmental management will
become more structured and confident.

* Embedding structured environmental policies
and processes can help you gain a competitive
advantage.

If you would like to find out more about our new
Mentor Environmental Service please contact us
on 0800 634 7006 (Minicom on 0800 634 7008) or

complete the attached Freepost Business Reply Card.
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MENTOR DELIVERED:

Educating hearing-
impaired children and
young adults adds a
whole new dimension to
health & safety. Having
Mentor on board makes
all the difference.

Safety lessons worth learning

hen Sara Papworth was
appointed Director of Finance
and Resources at Exeter

Royal Academy for Deaf Education, she
took on responsibility for health &
safety at the 180-year-old Devon-based
educational charity.

Exeter Royal Academy is a residential
school and college for those with hearing
impairment, aged from four to 24. The
majority of the students live on site to
study and learn life skills to enable them
to be independent in later life.
Experienced teaching staff, speech
therapists and other specialists — many
trained in British sign language —
support those with hearing and,
sometimes, communication, physical or
learning difficulties.

“We believe deaf young people
benefit enormously from living and
learning in @ community such as the
Academy,” explains Sara, who is also
responsible for many of the Academy’s
financial, service and administrative
functions.

It was Sara who brought Mentor in to
help with health & safety after the
Academy’s bank suggested that they
would be able to give a higher level of
expertise than the consultants the
Academy had been using.

“Mentor’s Health & Safety Service
sounded really good for the needs of an
educational organisation of our size and
type,” adds Sara. “When Mentor came
on board, we discovered that the policy
documentation our previous consultants
had put in place contained errors and
was not legally compliant. | was very
concerned about

in have an educational background and
know what it’s like to deal with health &
safety issues on the ground. That's what
really sets Mentor apart.”

Following on from the audit, the
Academy set up a health & safety
committee to stay on top of any issues
and Sara keeps the committee and all
employees informed

that. It became
clear that they were
not education
specialists unlike
our Mentor contact,
and that makes all
the difference.”

“Our consultant has particular
experience in our field, She knows about
the issues we face here. That's what
really sets Mentor apart.”

EXETER ROYAL ACADEMY
FOR DEAF EDUCATION

of any legislative
updates she
receives as part of
her ongoing Mentor
support. At the
beginning of the
last school year,

SARA PAPWORTH,

The very first
thing Sara and her Mentor consultant did
was to conduct a Health & Safety
Compliance Audit. This highlighted the
need for a comprehensive risk
assessment and put in place an action
plan which the Academy has followed
carefully. This, along with correct and up-
to-date policy documentation, has given
Sara the confidence that the Academy is
getting things right — and putting health
& safety high on its agenda.

“Our consultant has particular
experience in our field,” explains Sara.
“She knows about the issues we face
here. All the people Mentor have brought

Mentor also
designed and delivered bespoke
training to staff on educational visits
and risk assessments.

The future is looking particularly
exciting for the Academy. They are
planning to replace the ageing 1960s
buildings with an award-winning,
architect-designed new Academy due to
open by 2011. “We need to ensure the
Academy complies with the Disability
Discrimination Act and factor in the
needs of all our students,” concludes
Sara. “Mentor highlighted the need to
factor in design considerations from the
very outset. That's been very useful.”



Focus on best practice

As one of the world’s leading IP Video Security Solutions specialists,
IndigoVision understand health & safety and employment law
requires close inspection to ensure compliance.

stablished 14 years ago in
E Scotland, IndigoVision has grown
rapidly to become a leading
provider of internet protocol (IP) video
and alarm security systems for CCTV
surveillance applications.

The company has extensive reference
sites including seven rail networks, two
of the world's top five banks, 28 airports,
25 casinos and two Olympic Games,
reinforcing IndigoVision's position as the
market leader in this demanding industry.

Jessica Adams, HR Executive,
explains: “IndigoVision is unique in the IP
Video market, offering a true end-to-end
solution, which is based on technology
that is totally designed and owned in-
house. The fact that we own and develop
our own technology and are focused
100% on the IP market has enabled us to
increase our turnover from $4 million in
2004 to $32 million in 2008.”

Now with 130 employees worldwide,
IndigoVision recently brought Mentor in to
ensure its employment law and health &
safety systems were as robust as the
applications it develops.

There were areas where they needed
to restructure their policies. “Mentor
provided a staff handbook and are
helping us develop our personnel
guidance system,” Jessica points out.
“Just yesterday | called Mentor's Advice
Service for a letter template and it was
emailed within five minutes. Fast service!

“| also find the monthly legal update
helpful. It highlights the main employment
law themes in a useful, clear way.”

Her colleague, Tamara Marchant,

JESSICA ADAMS (FRONT) AND TAMARA MARCHANT

Office Manager, was given the role of
managing health & safety following
Mentor’s appointment. “Before Mentor
we didn't have much in place at all.
Everything needed an overhaul.
Regulations are becoming so stringent
now — you can't take the risk,” says
Tamara.

Tamara went on a four-day Institute of
Occupational Safety and Health (IOSH)
course through Mentor. “| found it brilliant
— very helpful,” says Tamara. “I've now
learned to carry out assessments and
implement best practice.”

Another major change has been the
transport policy. “With the UK sales staff
not located on the premises there are
issues surrounding them using their own
private vehicles for work-related

purposes. The Advice Service has been
useful in helping with the paperwork and
what we must do to protect the business
and our people.”

“It's been a learning curve for me,”
states Tamara. “Legislation changes so
much and it can take a lot of effort to
keep on top of it if you don't have the kind
of support Mentor provides. Having
someone on the end of the phone when
we need them is ideal.”

MENTOR DELIVERED:
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Using Mentor puts letting specialist Belvoir into a position of strength
when dealing with employment law issues such as TUPE.

here aren’t many businesses that
Tare virtually recession proof, but

one that is bucking the trend is
Belvoir, the UK’s largest franchised
residential lettings specialist.

As Belvoir has grown, it has required
an employment law service provider that
could not only give nationwide coverage
but also manage a high volume of
enquiries. Mentor was the solution.

With more than 145 offices across the
UK, Belvoir Lettings is one of the fastest
growing lettings franchises in the country
and requires a significant amount of
support with employment law. “We were
established in Lincolnshire in 1995,” says
Dorian Gonsalves, Operations Director.
“The aim was to create a professional yet
personal service which exceeded the
expectations of landlords and tenants
alike. It's been a very successful formula”.

Dorian explains that while many estate
agents are looking at lettings to
supplement income lost from the slump in
house sales, Belvoir's sole focus on
residential lets means it is perfectly placed
to continue growing. “This is a boom time

for us, despite an increase in competition,”

says Dorian. “We've just opened our first
franchise in Wales and more will

undoubtedly follow in that region.”

With many franchises speeding up
their rate of growth by taking-over existing
lettings businesses, Dorian explains
support over issues such as the transfer
of undertakings protection of employment
(TUPE) is vital. “Our franchise network
has acquired a number of competing
businesses and TUPE plays a major
part in that process. It's not just the
technical knowledge but also the people-
management advice that is important.

If a staff member is reluctant to change
from an old business, it can become
complicated. That’'s when it’'s great to
have Mentor on our side.”

Belvoir offers all its franchisees the
Employment Law Service from Mentor.
“With a business our size there are a
variety of situations where we require
advice; everything from statutory maternity
leave and flexible working to support with
Employment Tribunals. We've used
Mentor’s Litigation Service and found it
extremely good,” says Dorian.

He looks on the service as an
insurance policy. “By following Mentor’s
advice we ensure the matter is handled in
a technically adept way. It's a huge
position of strength when dealing with

staff issues,” Dorian says.

The company also uses a variety of
support tools for its employees, including
a Personnel Guidance System, Employee
Handbook and supporting documents
such as holiday, absence and new start
forms. All documents are regularly
updated.

“Even though employment law is
regularly changing, we don’t have to
worry about our documentation or
processes being out of date,” confides
Dorian. “Our consultant visits us once a
year to review all our processes. It
provides great peace of mind.”

A great boon, according to Dorian, is
the 24/7 Advice Service. “Mentor has the
capacity to deal with any issue promptly
and professionally. On the occasions I've
called Mentor out of hours on a Sunday
evening the response has been brilliant.
A local provider just wouldn’t be able to
give that kind of service.”

EMPLOYMENT LAW AUDIT
24/7 ADVICE SERVICE

PERSONNEL GUIDANCE SYSTEM
EMPLOYEE HANDBOOK
LITIGATION SERVICE




PRE-BUDGET REPORT

Personal Tax, Child Benefit
and Tax Credits changes
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The Chancellor’'s Pre-Budget Report delivered on 24 November
was more of a mini budget in comparison to previous reports.

iven the current gloomy

economic climate, Chancellor

Alistair Darling’s intention is to
encourage people to go out and spend to
help rejuvenate the UK economy. The
following is a summary of the main
changes due to come into force for
Personal Tax, Child Benefit and Tax
Credits.

Changes before April 2009
* The increase in Child Benefit will be
paid from 5 January 2009 instead of
6 April 2009. The new amounts will be
£20.00 per week for the first or only
child and £13.20 per week for
subsequent children.

Changes from April 2009

» The current basic personal allowance
of £6,035 will increase by £440 to
£6,475 from 6 April 2009 (indexation
of £310 plus a further £130). This is
equal to a weekly tax free income
of £124.
The basic rate of income tax (20%)
and higher rate (40%) remain
unchanged, but the basic rate tax
band will increase from £34,800 to
£37,400 (indexation of £1,800 plus
a further £800).
All other personal allowances will be
increased by indexation. (The income
limit for age-related allowances, the

minimum amount of married couple’s
allowance and the starting rate limit
for savings.)

* The child element of the Child Tax
Credit will increase by £75 above
indexation from April 2009. This
includes an extra £25 which has been
brought forward from April 2010.

» Working Tax Credit and Guardian’s
Allowance are being increased in line
with indexation from April 2009.

Changes from April 2010

The amount of basic personal allowance
has not been set, but from 6 April 2010 the
allowance will be subject to income limits
of £100,000 and £140,000.

* Where an individual’s income is
below the £100,000 income limit, they
will continue to be entitled to the full
allowance.

Where an individual’s income is
above the limit of £100,000, the
allowance will be reduced by £1 for
every £2 above the income limit up to
a maximum of one half of the basic
personal allowance.

Where an individual’s gross income is
above the second income limit of
£140,000, the amount of their
allowance will be further reduced by
£1 for every £2 above the income limit
up to a maximum of the full amount of
the basic personal allowance.

OTHER CHANGES

ESA for the terminally ill

The government has confirmed that new
claimants of Employment and Support
Allowance, introduced on 27 October 2008,
will receive £60.50 per week for the first 13
weeks while their condition is assessed.
However, those with terminal illnesses will
be transferred immediately to the higher
rate of £89.50.

HMRC interest rates

Interest rates on late and overpaid taxes
will drop again from 6 December. The rate
for late payments becomes 6.5% and on
overpayments 1.5%.

VAT on mileage claims

HMRC has confirmed that the VAT rate to be
applied to mileage claims is the rate that was
in force at the time the mileage occurred. For
example if a business mileage claim is made
for mileage on 28 November, the VAT reclaim
rate is 17.5% regardless of when the
payment is made, and mileage carried out on
or after 1 December will be reclaimed at 15%.

The Tax Advice Service and your Mentor
Consultant are available to answer
questions about the Pre-Budget Report
and work through complex tax issues with
you. The Tax Advice Service can be
contacted on 0800 634 7000.
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All change

for discipline and grievance

Employers should put 6 April 2009 into their diaries when discipline
and grievance procedures for employers face another shake-up.

ig changes are coming soon to the way businesses

must handle employee discipline and grievances.

According to Carolyn Anderson, Head of
Employment Law Consultancy at Mentor, it will be the
biggest single change to employment law this year.
Affecting every employer across the country, the changes
will apply from 6 April 2009.

As ever, the changes are a mixed bag for employers. The
good news is that grievance procedures are simplified. The
bad is that all disciplinary matters — not just dismissals — will
have to be dealt with in a particular way, or else employers
will risk paying higher compensation to employees found to
have been unfairly dismissed.

The new rules will apply to all disciplinary proceedings
and grievances begun after 6 April. For matters that are
already underway, the old rules will continue to apply until
those matters come to a conclusion. The changes are a
result of the abolition of “statutory dispute resolution
procedures” and their replacement with a new Code of
Practice issued by the Advisory, Conciliation and Arbitration
Service (ACAS).

The Code requires employers to have disciplinary
procedures that comply with the Code and always act in
accordance with the Code when taking disciplinary action.

The biggest change is that employers taking disciplinary
action against a member of staff should follow the ACAS
Code during all disciplinary proceedings, not just when they
are dismissing staff. The Code also sets out details of how

employers are expected to conduct disciplinary meetings,
including giving the employee the right to bring his or her own
witnesses along to the meeting and allowing those witnesses
to give evidence.

“Employers will have to take real care about how they
handle all disciplinary meetings,” advises Carolyn, “because
a problem with an earlier meeting could be used against the
employer if the member of staff is dismissed in the future.”

Changes to the way employers should handle grievances
will be more welcome, however. “Under the current rules,
employers are penalised if they fail to spot that an employee
is raising a grievance,” says Carolyn. “This has led to
employers taking an ultra-cautious approach to staff
complaints. The new Code is much more realistic.”

Under the Code, employees must raise grievances in
writing to a line manager and employers must:

e arrange a formal meeting to discuss the grievance

with the employee;

¢ give the employee the right of appeal against any

decision taken.

“The changes make it more important than ever for
employers to not only have procedures in place but also
have access to advice at all stages when handling
disciplinary matters or grievances,” explains Carolyn.

Mentor ensures that employers’ procedures are legally
compliant and guides employers through the process as
it is used.

While we have taken all reasonable steps to ensure the accuracy and completeness of the information contained within this magazine, we give no warranty and make no representation regarding the
accuracy or the completeness of the content of this information. Consequently, we accept no liability for any losses or damages (whether direct, indirect, special, consequential or otherwise) arising out
of errors or omissions contained in this magazine.

ALWAYS CONTACT THE MENTOR TELEPHONE ADVICE SERVICE BEFORE DEALING WITH ANY EMPLOYMENT, HEALTH & SAFETY AND TAX ISSUES.

Please note that although experienced HR professionals staff the Employment Law Telephone Advice Service, they do not hold themselves out as solicitors or barristers.

RBS Mentor is a trading name of The Royal Bank of Scotland plc. Registered in Scotland No 90312.

Registered office: 36 St Andrew Square, Edinburgh EH2 2YB. The Royal Bank of Scotland plc is authorised and regulated by the Financial Services Authority.

Calls may be recorded.





