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Welcome to the Spring 2016 edition, which will be distributed by post in hardcopy for the last time.
I would remind readers that all editions of Genie are available on our website at www.geraldedelman.com
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As we go to press the Budget 2016 has been announced sparking political controversy.
There was the usual myriad of tinkering in the small print but this disguised some fairly
major topics whichBusiness
we will Recovery
cover in future editions and in the website
blog.
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One of those particularly caught my eye in relation to the deductibility of interest costs by
by Colin Burns
larger businesses. The good news for all companies was the announcement that Corporation
tax is to be cut to 17% from 1 April 2020 to leave the UK with the lowest rate of tax in the G20.
However measures are being taken to prevent the profit levels on which companies are taxed being eroded
by excessive interest deductions and royalty payments. As a result, the UK will be introducing from April 2017
a Fixed Ratio Rule limiting corporation tax deductions for net interest expense to just 30% of a
group’s UK earnings before interest, tax, depreciation and amortisation (EBITDA). This approach is in line with the
rules that exist in several other countries and international best practice. A level of 30% apparently remains sufficient
to cover the commercial interest costs arising from UK economic activity for most businesses.
Recognising that some groups may have high external gearing for genuine commercial purposes, the UK will also be
implementing a group ratio rule based on the net interest to EBITDA ratio for the worldwide group. This should enable
businesses operating in the UK to continue to obtain deductions for interest expenses commensurate with their activities.
There will be a de minimis group threshold of £2 million of UK net interest expense. This will target the rules at large
businesses where the greatest risks lie, and minimise the compliance burden for smaller groups. The threshold is
estimated to exclude 95% of groups from the rules but our larger clients will almost certainly be impacted so a
review of group financing arrangements may become necessary as a result.
Colin Burns.

Temporary high bank balances
– Government Protection.

by Rob Jones

The FSCS says sums paid to the depositor in respect of the following could be categorised as temporary high balances:

- personal injury compensation (unlimited amount);
- state disability or incapacity benefits;
- compensation claim for wrongful conviction,
unfair dismissal or in respect of a person’s death;
- redundancy;
- marriage or civil partnership;
- divorce or dissolution of a civil partnership;
- benefits payable on retirement or death;
- inheritance; and
- proceeds of a deceased’s estate held by
a personal representative.
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The FSCS will protect deposits over £75,000 (£150,000 for joint accounts) from when the amount was first credited to the
account or the moment a qualifying deposit became legally transferrable no more than six months before the firm goes into
default. Investors holding cash beyond this timeframe should look to split up their balances. Only authorised firms - those
regulated by the Financial Conduct Authority and Prudential Regulation Authority - are covered by the FSCS.

- benefits payable under an insurance policy;
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Most clients are aware that the government protect cash deposits with a single Banking Group up to £75,000.
However what is the position if that limit is temporarily exceeded?

- real estate transactions such as a property purchase,
sale proceeds or equity release;
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Brexit: are we in for a stormy summer?
The date of 23 June has been set for the EU referendum. It could be a volatile run into summer.
February was the month that Brexit (UK exit from the EU) started
to hit the headlines in a big way. The Prime Minister finished his
negotiations after the traditional late night arguments and confirmed
that the remain-or-leave question would be asked on Thursday 23 June.
One measure of global investors’ concern about the impending vote
can be seen in the performance of sterling. Shortly before Christmas
it was trading at over $1.50 to the US dollar. By the end of February,
it had sunk below $1.40. It was a similar story for the pound against

£ v US Dollar: A stumbling few months

the euro: having started December at over €1.40, by the end of

Source: uk.finance.yahoo.com

February the rate had fallen to about around €1.27.
by
Graham Thomas

The currency’s performance is a reflection of the uncertainty felt by global investors about the UK’s future and is not directly related
to the volatility seen in share markets. For many of the constituents of the FTSE 100, the fate of sterling is largely irrelevant.
It is just one of many currencies for the multinationals and a distinctly foreign currency for most mining and resource companies.
A fall in sterling is therefore no reason to avoid share-based investment. It could even be argued that it might be a reason
for increasing exposure to UK exporters, who generally benefit from a weaker pound.

The slippery slide of oil prices.
The fall in the price of oil is having some curious side effects.
• The wisdom of some renewable energy projects is being
thrown into question. The share price of America’s most
famous electric car manufacturer, Tesla, has been hit.

Mothballed rigs
are reported to be
accumulating in the
Cromarty Firth.

• Also in the US, the prices of high yield fixed-interest bonds
have been under pressure because of the doubtful financial
viability of borrowers in the shale oil extraction business.
The resulting jitters have rippled across the bond market.

A (Brent) Crude Fall
Source: DigitalLook.com

Petrol and diesel fell to under a £1 a litre in January as the
supermarkets battled for customers. The drop was due to the
precipitous decline in the price of oil, which started in mid-2014,
when oil was over $100 a barrel, and took another step down in
late 2015, to $30 territory. It might feel like good news, but the
slip-sliding price has not been entirely beneficial:

by
Sanjay
Rijhsinghani
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• Some of the major oil-producing countries, such as Saudi
Arabia, have had to raid their sovereign wealth funds to make
up for the loss of revenue. Sales of shares by these funds
have been at least partially blamed for global stock market
turbulence seen recently.
• UK government revenue from North Sea Oil taxation is
fast disappearing as $30 is an uneconomic price for drilling
in such hostile conditions. Mothballed rigs are reported to be
accumulating in the Cromarty Firth.

The deferral of new exploration and production prompted by the
current depressed price could lead to a shortfall in supply – and
corresponding price recovery – in a relatively short time. On the
other hand, cheap oil is giving a boost to consumers now, in
much the same way as a tax cut.
Both views offer opportunities for active investment managers
to exploit. Do contact us to learn more about the managers we
favour in a cheap oil world.
Sanjay Rijhsinghani
Chief Investment Director
Genesis Wealth Ltd
The value of your
investment can go down
as well as up and you
may not get back the full
amount you invested.
Past performance is not a
reliable indicator of future
performance. Investing in shares should be regarded
as a long-term investment and should fit in with your
overall attitude to risk and financial circumstances.

Venture capital trust
changes in 2016.
This year’s venture capital trusts (VCT) offerings are the
first under a changed set of investment rules.
VCTs offer several attractive tax benefits:
• Income tax relief at 30% is available on new share
subscriptions for investments up to £200,000 per tax
year but unlike EIS investments cannot be carried
back to the previous tax year;
• Dividends are free of income tax; and
• Any gains are free from capital gains tax.
Unsurprisingly such generous tax breaks do not come without
strings attached, the most significant being a five-year term to
avoid clawback of income tax relief and strict investment rules.
Last year several important changes were made to investment
criteria in response to revised EU state aid rules:
• Age limits now generally apply to the companies
raising capital for the first time under VCTs. These
are ten years for ‘knowledge-intensive’ companies
and seven years for other companies.
• The maximum that can be raised by a company
under VCT and other tax-incentivised schemes is £12m
(£20m for ‘knowledge-intensive’ companies) in total.
The previous annual limit of £5m also continues to apply.
The new overall cap will limit ‘follow-on’ investments.

• A company receiving funds from a VCT can no longer
use the money to acquire a business.
These new constraints have forced some VCTs to reconsider
their investment strategy. In particular, VCTs that relied on
management buy outs (MBOs) are now no longer able to
do so because of the rule against acquiring an existing business.
The end of MBO finance by VCTs will increase investment risk,
as the emphasis moves towards younger enterprises.
This year may see a shortage of VCT supply as managers
absorb the changes and develop new strategies. If you wish
to take advantage of VCT investments as part of your
year-end tax planning, please contact us now so that we
can keep you informed of availability. The most attractive
issues could disappear very quickly – one recent £10m
issue was taken up in just four days.

by Graham
W Thomas

The value of your investment can go down as well as up and you
may not get back the full amount you invested. Past performance
is not a reliable indicator of future performance. Investing in
shares should be regarded as a long-term investment and should
fit in with your overall attitude to risk and financial circumstances.
The value of tax reliefs depends on your individual circumstances.
Tax laws can change. The Financial Conduct Authority does not
regulate tax advice.

More bad news for Buy-To-Lets:
Wear and Tear changes.
The Government really does not like buy-to-let landlords.
From April 2017 a 4 year transitional period commences
restricting tax relief on loans to buy BTLs to the basic rate
of tax, currently 20%; and the 3% SDLT surcharge on second
homes and BTLs comes in from 1 April 2016. Of course,
if you haven’t borrowed money to buy your BTL and you
don’t buy another one, the first two changes won’t affect
you. But the third change detailed below, will affect all
landlords letting furnished residential property.
For most businesses (including letting of commercial
property), tax relief is given for capital expenditure on “plant
and machinery” (essentially, the kit you need to carry on the
business) through the capital allowances code. For obscure
historical reasons, capital allowances have never been available
on items provided for use in a dwelling-house. For many
years, a “wear and tear” allowance has been given instead,
equal to 10% of (broadly) the gross rent.
“Wear and tear” allowance is not related to the actual cost
of providing or replacing furniture or other capital items in
the let property. It’s a swings and roundabouts sort of relief:
in some years it may exceed the economic cost of providing
or replacing items: in other years it may fall short. But over
the years taken together it’s probably been in most cases a
reasonable substitute for giving relief for the total costs.
The Government have decided that the arbitrary relief
was too generous, and that it should be replaced by
a system of giving relief only for the cost of replacing capital
items on a like-for-like basis as and when items are replaced.
To summarise the changes from 6th April 2016 are:

• There will be no “transitional” provisions
• The new rules will not give any relief for the initial
cost of furniture or other capital items
An anomaly with the new rules is that a landlord buying
an empty property and equipping it from scratch gets no
tax relief under the new rules: a landlord buying an existing
BTL with old worn-out furniture and replacing it more or less
immediately with modern equivalents
will qualify for “replacement” relief. It
is also beneficial to wait until 6th
April before buying anything new
for an existing let property.

It’s a swings and
roundabouts sort
of relief: in some
years it may exceed
the economic cost
of providing or
replacing items: in
other years it may
fall short.

by
Colin Burns
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Management and Growth
in the Restaurant and
Catering Industry.

by
Richard Kleiner

The small
independent
restaurants who
have survived the
recession need to
start thinking about
growth, otherwise
they will begin to
decline.

How can small restaurants grow their business without falling into
some common traps that can lead any business into decline? The
key is to balance growing sales and controlling costs, while pursuing
the right strategy for growth at each stage of the business.

The last point is something you can do using what is known
as the ANSOFF matrix (see the diagram below). This involves
using a sequence of steps to move from one stage of your
growth strategy to the next, as follows:

The number of restaurants opening in London is outpacing
those closing at the rate of 3:2, according to the recent edition
of Harden’s London Restaurant Guide. The guide records 179
newcomers in its latest edition, which exceeds the
2008 pre-financial crash level of 158 and last year’s 148.
The number of closures was 56, slightly higher than the 47
closed in 2015, which was the lowest since 2000.

A.
B.
C.
D.

One trend is an increasing focus on the quality of ingredients,
whilst another is a focus on restaurants pursing a single activity
or even having a single (often “signature”) dish.
Greg McGuire, a restaurant blogger, says that small independent
restaurants who have survived the recession need to start thinking
about growth, otherwise they will begin to decline. He acknowledges
that growing a restaurant business in the current economic climate
is very difficult.
McGuire sets down some key principles
for small restaurants to follow:
Maintain your focus –
ignore items which aren’t vital to operations.

Sell more of the same product to more of the same people
Sell new products or services to your existing customers
Take your current products and services into new markets
Create new products and services for new markets

The highest probability and lowest risk strategy is A, whilst
the second lowest risk and fastest payback is B. However,
quite often business leaders bypass A and B and leap right
into the higher risk C and D strategies.
My advice is for business owners to find ways of increasing
the strategy of A before moving on. I can hear some business
owners saying they believe they are doing all they can in
A but too many times I have seen new ideas and different
techniques applied to existing sales and marketing efforts
which have a significant impact on turnover.
If you want to grow your restaurant business, think carefully
about how you balance your sales efforts with keeping an
eye on your costs, and make sure you understand which
growth strategy is really the best for your stage of market
development.
Ansoff Matrix

Don’t forget who you are –
maintain your local appeal rather than expanding or moving.

Old Product

New Product

Old Market

Market
Penetration

Product
Development

New Market

Market
Development

Product
Diversification

Be a tightwad –
only spend what you have to and keep building your working capital.
Be a cut-throat shopper –
relentlessly search for discounts and control overheads.
Sell the **** out of your product –
don’t forget to sell meals, not just control costs.
I have learned a number of important tips on growing a
business while working with various clients over the years,
and by sitting on the boards of various businesses.
These all apply to small restaurants as much as to
any other business. Among the key ones are:
1.
2.
3.
4.
5.

Business growth is a mind-set
Faster growth can be achieved by actually doing less
Listen to your market
Work hard and continue testing, testing and testing
Follow the appropriate sequence of growth steps

As a CEO of an accountancy practice, a non-executive director
and a business adviser to a number of clients in the restaurant
industry, I’ve gained a substantial amount of experience helping
businesses develop and prosper. If you would like to discuss
how I might be able to assist your restaurant business,
please get in touch with me at rkleiner@geraldedelman.com.
The information above does not in any way constitute advice. Specialist expertise
and support is highly recommended for any strategic management initiatives
you wish to develop for your business.

CRACKDOWN on Travel Expenses
In an article I wrote in 2013 I discussed the Dr Samadian v HMRC tax
tribunal case and the impact it had on claiming travelling expenses by
the self employed. To summarise, it was decided that Dr Samadian’s (a
medical consultant) home was not the base of his trade
and therefore he could not claim any travelling expenses
that were incurred from his home.
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The Dr Samadian v HMRC case drew
heavily on a previous tribunal decision, that
of Newsom v Robertson 1952, in which a
barrister tried to claim for journeys made
between his home and his chambers. In this
instance it was stated by Lord Justice Romer

that, “the object of the journeys, both morning and evening,
is not to enable a man to do his work but to live away from it”.
This meaning that the worker has chosen not to live close to
their place of work and hence there is always going to be a
dual purpose of the journey rather than it just being to carry
on the profession.
Unfortunately for the self employed, a recent tax case has,
if anything, tightened the rules regarding travelling expenses.
In David Jones V HMRC [2015] TC04643 a self employed
consultant anaesthetist with an established private practice at
his home was denied tax relief for travel to two of the hospitals
at which he visited for work. To set the scene, Dr Jones worked
as an NHS employee at one hospital, and he had a private
practice at two hospitals. There were a total of four private
hospitals in the area that he could work at though.
The key difference between this case and the Samadian case
was the frequency of the trips to the hospitals. There was no set
pattern to his engagements as he worked as and when a surgeon
engaged him. He therefore had no regular clinics in any hospital
and maintained his office at home. Despite this, the Tribunal
found that, “The simple number of journeys in the space of a year
to just two locations strongly indicates a pattern of regular and
predictable attendance. The fact there is a range in the number
of days between operations across the year does not, in our
view, disturb the pattern, particularly as the length and timing of
the longer ‘gaps’ are consistent with the taking of holidays in the

normal course of professional life”. Therefore each hospital was to
be treated as a workplace for the taxpayer. This would have been
different had he been treated as an itinerant worker, this being
someone with a temporary workplace. For site-based employees
with no permanent workplace, the cost of travelling to and from
home is allowable as long as the job is not expected to last more
than 24 months.
Whilst it is increasingly difficult to claim for travelling expenses,
there are still occasions when they will generally be allowed.
These include, for example, journeys between private hospitals or
other private practice destinations e.g. from a private hospital to
a clinic or from a private hospital to see a private patient in their
own home or care home. For those not in the medical field, this
would apply to all travel incurred from the workplace, such as
from an office to a client’s. It is important to realise that this is not
just an issue that the medical profession are facing.
We would advise all self employed individuals to keep a mileage
log to keep track of all business travel. For Dr Jones this could
have brought about a different conclusion of his case. When
submitting evidence to the Tribunal, he had a mileage log for
just one of the three tax years in question, and it was this pattern
of travel that HMRC applied to all other tax years as they had
no other evidence to rely on. If Dr Jones had kept a mileage
log for all of the disputed tax years, the findings may have been
different, had he not travelled as frequently to the hospitals.

by
Sarah Burns
Crackdown
on travel expenses

Commercial Litigation: Tips for Success.
In recent months, as a firm we have been engaged in an increased number
of cases acting as either forensic accountants or expert witnesses.
Usually the scope of such appointments is to provide an opinion on certain areas in which we, as Chartered Accountants,
have specific expertise and experience, including, for example, quantifying losses or opining on the appropriateness of valuations.
Such opinions are required in order to provide expert evidence for the Courts or to assist in settlement negotiations and the
mediation process in respect of litigation as the result of some form of commercial or domestic (family) dispute.
Despite the often unfortunate or negative circumstances giving rise to such engagements, each one provides a unique, interesting
and (usually) rewarding challenge. This has prompted us to establish our Forensic Accounting and Expert Witness department here
at Gerald Edelman, proving litigation support, forensic accounting and expert witness services to our clients and their contacts.
Our experience has shown that the tips below will help to keep you one step ahead during such litigation proceedings.
1. Keep calm
A cool, collected approach to your case will almost certainly result
in a better result than one which is based on emotion and revenge.
2. Calculate a strategy
In some cases it is appropriate to hold back information, some
elements of the claim and certain items of supporting evidence,
until the later stages of proceedings. However, sometimes it may
be more effective to provide a strong claim, with supporting
evidence upfront, in order to prompt the desired response.
3. Stick to the facts
Whilst it is tempting to get bogged down with accusations and/or
counter accusations, it is more productive to stick to the facts.
A strong case with well organised supporting evidence is more
difficult for the other side to disregard or ignore than
unsubstantiated allegations.
4. Seek the best support

by
Carl Lundberg
A cool, collected
approach to your
case will almost
certainly result
in a better result
than one which is
based on emotion
and revenge.
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Use the services of suitable counsel and solicitors, as well as expert
witnesses, to build your case and increase your chance of success.
Should you or a contact of yours require any such
advice or support, please contact Carl Lundberg on
0207 299 1415 or clundberg@geraldedelman.com.
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Is your PAYE coding notice correct?
What does it all mean?
In its most basic format, your code for 2016/17 will be 1100L.
If, however your code is not 1100L it can be very confusing to
establish whether the code has been calculated correctly and often
it is wrong resulting in too much tax being deducted from your
salary each month.
Explanation of the letters
L
by
Simone Lyons

It is now the time of year when HM Revenue & Customs
(HMRC) send out new PAYE code notices ready for the new
tax year that begins on 6 April 2016.

You were born before 6 April 1938 and get a
larger personal allowance

T

Your tax code includes other calculations to work
out your personal allowance

0T

Your personal allowance has been used up or
you have started a new job and not given your new
employer your P45

BR

All income will be taxed at Basic Rate, 20%
(usually used for a second job or pension)

How do I find my tax code?

D0

All income will be taxed at Higher Rate, 40%
(usually used for a second job or pension)

It is listed on your ‘coding notice’, payslips or P45s. The most
important thing to remember...

D1

All income will be taxed at additional rate, 45%
(usually used for a second job or pension)

Each income source (job, private pension) will have different
tax codes. Check them all!

NT

You are not paying tax on this income

K

This means you have income that isn’t being taxed
another way which is more than your tax-free allowance.

This year new rules are starting for the taxation of dividends
and bank/building society interest and so even more PAYE
codes will be affected.
The onus is on you to get on the right tax code!
But Gerald Edelman are here to help.

The best source to find your tax code is your PAYE Coding
Notice (or P2). A copy of this is sent to both you and your
employer around March, just before the start of each tax year.
It tells them how to deduct tax and explains to you how
this code was arrived at.
If you can’t find your coding notice, then there are other
places to look for your tax code...
• Your payslip: Perhaps the easiest place to look is on
your payslip, which you will receive from your employer
every time you get paid (whether it’s monthly or weekly).
• Your P45: If you have not retained your payslips, (though
it’s always best to keep them for records) hunt down a copy
of your P45. This is the form given to you by your employer
when you stop working for them - and the one you give
to your new employer when you change jobs.
• Your P60: This form is a summary of your salary and the
tax that’s been deducted. Your employer is required to
give you this at the end of each tax year.
• Tax code for pensions: If you’re receiving a private pension,
the easiest place to find your code will be on any pension
advice slip or on your P60 sent once a year.
• Speak to us: If we hold a valid form 64-8 agent authorisation
then we should be able to access your latest PAYE coding
notices through our agent access.
• HM Revenue and Customs: If you can’t lay your hands on
any of these, contact your tax office with your National
Insurance number. After a few basic security questions, they
will disclose your tax code (or codes) to you.
Every person who receives a salary or pension will receive
a PAYE coding notice from HMRC.
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M
You have received or transferred 10% of your
or N personal allowance from or to your partner
Y

These code numbers help set the amount of tax that is
collected by employers from their employees’ pay and each
year many of the figures will change.
If your code has
a W1 or M1 at the
end this is known
as an emergency
tax code. This
means your tax is
based only on what
you are paid in the
current pay period,
not the whole year.

You are entitled to the basic personal allowance
(£11,000 for 2016/17)

If you have more than one source of income you should
receive more than one coding notice, one in respect of every
employment and pension you receive.

If your code has a W1 or M1 at the end this is known as an
emergency tax code. This means your tax is based only on what
you are paid in the current pay period, not the whole year. These
codes are sometimes known as ‘non-cumulative’. Emergency tax
codes are usually updated automatically after you’ve given your
new employer your P45. You will always start a new tax year with a
normal tax code, not an emergency one.

Why is my code different?
There are a number of reasons to have adjustments made
to your coding notice, the most common being:
- You have income over £100,000
- You opted to have underpaid tax from a
previous year included in your tax code
- You are receiving State benefits that are
not taxed at source (e.g. state pension)
- You are receiving benefits from work that you must
pay tax on (e.g. a company car or health insurance)
- You have other income that HMRC have included
in your code e.g. rent
- You are required to repay child benefit
- Pension contributions paid
- Charitable donations paid
- Higher rate tax adjustment on investment income
Similar deductions are being applied by HMRC for some
individuals who have savings interest income because banks
and building societies will no longer be deducting income
tax at source from April 2016.
Individuals who do not wish to pay the tax early can object
to having dividend income or interest included in their PAYE
code. If you wish to have your PAYE code changed please
let us know.

Automatic enrolment:
the number of fines
is increasing.
The Pensions Regulator is finding a growing
number of automatic enrolment failures.

How submitting your 2015/16 tax return before 30th
December 2016 could give you longer to pay your tax.
By Howard
Wallis

The Pensions Regulator (TPR) recently issued its
latest “Compliance and enforcement” bulletin, looking at
progress to the end of 2015. This showed that as the size of
employers drawn into the scope of auto-enrolment has
shrunk, so have the TPR’s actions and fines grown:

• Are you employed and earn more than £30,000?
• Do you have other income that is not taxed at source?
• Do you want to pay your tax over 12 months instead of in January and July?

By Simone
Lyons

If you have answered YES to any of the above questions, you may be able to make use of
a revised rule to the coding out option that has been made accessible to more tax payers
for the 2015/16 tax year.
Up until now you have been able to request for your outstanding tax to be included within
your PAYE code for the following tax year, as long as your tax liability was less than £3,000
and your return was submitted prior to 30 December.

• In the final quarter of 2015, TPR issued 2,596 compliance
notices, which it describes as giving employers “a ‘nudge’ to
encourage them to meet their duties”. In the previous three
years, the average had been under 200 a quarter.

There are changes coming in on 6 April 2016 which will allow higher amounts of tax to
be paid via PAYE depending on the level of earned income and not restricted to £3,000 as
previously but your return will still need to be submitted to HMRC prior to 30 December
for this to be applied.

• TPR served 78 Unpaid Contribution Notices in the last
three months of 2015. Once again the average for the
previous three years was much lower – about 12 a quarter.

Those earning £30,000 a year or less will be unaffected, and the £3,000 limit remains.

• Further up the non-compliance scale, TPR levied 1,021
£400 Fixed Penalty Notices for non-compliance: in the
previous three years it had only issued 573 in total.
• TPR also imposed 24 escalating daily penalties (which
can run up to £10,000) for failure to comply with a statutory
notice. In the first three years of automatic enrolment only
seven were issued.
The bulletin includes a case study of “an employer in the sports
sector” who racked up £10,000 in daily penalties and was forced
to pay a further £15,000 of contributions on behalf of their staff
because of delays in putting a workplace pension in place.
TPR’s message to employers is simple: “plan early to meet
your automatic enrolment deadlines. .... There is no need to
risk a fine.” We could not have put it better ourselves.

However for those with income over £30,000, for every £10,000 of additional earnings, the
amount of debt which can be included in a tax code will rise by £2,000 – to a total of £17,000
for PAYE earnings of £90,000 a year or more. Please see table below.
Expected amount of PAYE income in the
tax year for which the code is determined

Total amount of debt
recoverable in that tax year

Less than £30,000

No more than £3,000

£30,000 or more but less than £40,000

No more than £5,000

£40,000 or more but less than £50,000

No more than £7,000

£50,000 or more but less than £60,000

No more than £9,000

£60,000 or more but less than £70,000

No more than £11,000

£70,000 or more but less than £80,000

No more than £13,000

£80,000 or more but less than £90,000

No more than £15,000

£90,000 or more

No more than £17,000

If you are able to have your
outstanding tax coded, this will
also remove the payments on
account which currently are due
in January and July of each year.
The small print: There are overriding
limits which could result in the
above not being able to be applied,
please take advice from your usual
Gerald Edelman contact for more
specific details tailored to your
circumstances.

Proposed changes to the treatment of distributions in a liquidation
As part of the Summer Budget 2015, the government announced that it would publish a consultation on company distributions rules.
This consultation and draft legislation has been published which introduces a measure designed so that, if certain conditions are met,
distributions received by a shareholder after 5th April 2016 from the winding up of a company will be treated as if they are dividends
chargeable to income tax and therefore chargeable under the new regime for dividends that comes in from 2016/17.
For 2016/17, the rates of income tax for dividends received above the
£5,000 allowance will be;

• 7.5% for dividend income within the basic rate band
• 32.5% within the higher rate band; and
• 38.1% within the additional rate band
The upshot of this proposed legislation is that although a distribution
made in a members voluntary liquidation on or before 5th April 2016 for a
trading company will, broadly speaking, give rise to a capital gain which
is taxable at either 28% or 10% depending on whether the shareholder is
entitled to entrepreneurs’ relief, the maximum tax rate applicable on the
distribution made on or after 6th April 2016 could rise to 38.1%.
The dividend treatment will apply only when a distribution is made in
respect of shares and HMRC can demonstrate that three conditions are
met.
Condition A is that the company being wound up must be a close
company (most family owned companies)
Condition B is that the person who receives the distribution is involved
with the carrying on of a trade or activity that is similar to that carried on
by the company being wound up. For this purpose the shareholder will
be considered to carry out the trade where he or she does so directly,
through a company he or she controls, or through a person with whom
he or she is connected.
Condition C is that it is reasonable to assume, having due regard to all
the circumstances (and in particular that Condition B is met) that:
a) The main purpose or one of the main purposes of the winding up is
the avoidance or reduction of a charge to income tax, or
b) The winding up forms part of arrangements, the main purpose or
one of the main purposes of which is the avoidance or reduction of a
charge to income tax
Some commentators take the view that HMRC will argue that if a preliquidation dividend could have been paid to shareholders but was not so
paid, the decision

not to pay a dividend was part of an arrangement made with the
company by the shareholders the main purpose of which was to avoid
income tax.

By David
Convisser

As with much anti-avoidance legislation based upon a “capture
and discard” approach, the subjective nature of these proposals is
unsatisfactory. In particular, it remains to be seen how HMRC will
interpret condition C.
Many single property, or single site, property developments are
conducted through a Special Purpose Vehicle which is then liquidated
at the conclusion of the development for bona fide commercial
reasons, such as ring fencing liabilities and individual parties going
their own separate ways. There may be a tax advantage in liquidating,
but is it reasonable to conclude it is the main, or one of the main,
purposes of the winding up?
If an individual is involved in the liquidation and party to a similar
development within two years of the distribution then, on the face of
it, there is a risk that the capital distribution will need to be treated as
a dividend in the future. However, this is dependent upon the “main
purpose” point, something that may not be agreed with HMRC until
after the subsequent development has been completed.
With many property ventures being conducted as joint ventures
between different parties, there is a real risk that participants will have
different track records such that some will be able to enjoy capital
treatment whilst others will be subject to revenue treatment. Again the
“main purpose” of the liquidation will be critical in determining the tax
treatment.
In conclusion:
These rules have the potential to impact significantly many commonly
encountered situations, but will give rise to inevitable uncertainty over
the tax treatment of the resulting distributions. No prior clearance
procedure appears to be contemplated leaving us with inherent
uncertainty in many liquidations until some measure of experience is
achieved with respect as to how HMRC are going to interpret these
new rules.
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Register of persons with significant control
and the new confirmation statement.
Following on from Engin Zekia’s article in the Winter 2015 Genie on the corporate aspects of the Small
Business, Enterprise & Employment Act 2015 some of the more significant provisions are about to come into force.
From 6 April 2016, virtually all UK companies, together with UK
Limited Liability Partnerships, charities and Societas Europaea,
will be required by UK law to maintain a Register of People
with ultimate ownership and control, a ‘People with Significant
Control’ (PSC) register.
To meet these requirements UK company directors and
individuals who have interests (directly or indirectly) in UK
companies will need to start the process of reviewing the
corporate structure and their internal governance and control
protocols in order to assess who is a PSC and therefore
named in the register.
As part of an ongoing agenda of transparency, the new register
is designed to ensure that individuals who ultimately own or
control/influence the running of UK companies are identified
along with details of their holdings or control/ influence. For
many clients this will be a significant shift. Where there are layers
of ownership, including foreign entities and trust structures,
‘reasonable steps’ must be taken to identify the individuals who
ultimately control/influence the UK corporate. In respect of LLPs,
we will assume a default position that all members are equal.
The register will follow the same procedure as with Register of
Members, Directors and other statutory registers in that it will
be available for inspection at the Registered Address of the
Company and on top of this it will be registered at Companies
House and OPEN to the general public. Every Company must
have a PSC Register even if there is nothing to disclose and a
set of standard wording will need to be input on to the register
for those companies who do not have a PSC or cannot identify
a PSC. THE PSC REGISTER CAN NEVER BE BLANK.
Who is a person with significant control?
• Anyone who directly or indirectly holds more
than 25% of shares in the company
• Anyone who directly or indirectly holds more
than 25% of the voting rights in a company
• Anyone who directly or indirectly has the right to
appoint or remove the majority of the Board of Directors
• Anyone who otherwise has the right to exercise or
actually exercises significant influence over the company
• Where a trust or a firm satisfies one of the above 4 then
the person who can exercise significant control over
that trust or firm
Required Information
The information that should be given is as follows : • Name of PSC

• Service address

• Country

• Nationality

• Date of Birth

• Nature of his/her control

• Residential address Date on which the PSC obtained control
Failure to comply is a criminal offence and there could be
fines and a prison sentence for those companies who do not
comply and to those PSC s who do not disclose their interest.
Both PSCs and directors have legal obligations to report the
information and disclose. Sanctions can also be imposed on
investments which would impact the payment of dividends
and prevent the ability of a shareholder to sell their shares.
Companies House have yet to clarify how the new procedure
will be policed; it has been indicated that they may be fairly
lenient in the first year but they would be taking a stronger
view with non-compliance of the rules and following up on
companies who have not supplied information.
Similar rules will be extended across the rest of the
EU in June 2017.
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The register will be available for public inspection; and the
information filed at Companies House with the new Confirmation
Statement that comes into force from 30 June 2016.
The new Confirmation Statement is due to replace the annual return
from June 2016 and will not require previously delivered information
to be repeated. Instead a confirmation will be given by the company
that all specified information has either been delivered to the Registrar
as required during the year, or is being delivered with the confirmation
statement; the filing deadline will be two weeks from the made
up to date (the annual return has a four-week filing deadline).
Unlike the annual return, there will be no set date each year on which
the confirmation statement needs to be made. It can be made at
any time, although no more than 12 months must elapse between
confirmation statements and once a confirmation statement has been
made a new 12-month period starts to run. This rolling 12-month
window means that a company can combine making a confirmation
statement with another filing at any point during the year if this is
administratively easier. The company will not then need to make
another confirmation statement for a further 12 months.
The confirmation statement will cover broadly the same areas as
the existing annual return, with some amendments to reflect the
other changes to the filing regime also being introduced.
The changes include:
• Where elections have been made to keep any statutory registers
at Companies House, a statement confirming that all information
required to be delivered to the Registrar in relation to the
maintenance of those registers has been delivered;
• where a company is exempt from keeping a PSC register
(other than by reason of being a DTR 5 issuer) a statement of
the fact that it is exempt, unless this information has not
changed since it was last provided; and
• a requirement to supply the information on a company’s PSC
register, unless the company is exempt, or has elected to keep
its PSC register at Companies House, or there is no change
since the information was last provided.
• The changes will streamline the annual return filing procedure
and for company secretaries dealing with large groups, the fact
that companies will no longer have to file a statement of capital
or list of shareholders with each return (provided there has been
no change since the last filed information) should reduce the
administrative burden considerably.
How Gerald Edelman can help with this
We are already checking through the share details of all our statutory
clients to establish which companies have ‘layers of ownership’ and
we will be contacting these clients to ensure that the necessary
information will be entered onto the PSC register so that it can be filed
along with the confirmation statement when that falls due. For clients
whose companies have relatively straightforward ownership, we are
working with the relevant partners to establish the PSC register and
will have already populated the register details when we send out the
Confirmation Statement; we will request that the client confirms both
the PSC register details and the statement so that we may file the
Confirmation Statement at Companies House reflecting the correct
PSC details. Our Blueprint Software enables us to populate the
register efficiently and maintain it on an ongoing basis.
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If we do not currently look after the statutory affairs of your company
but you now feel you would like us to, please contact your relevant
partner here who will put you in touch with us.
For further guidance, please use the links below.
https://www.gov.uk/government/uploads/system/uploads/
attachment_data/file/505303/NON-STATUTORY_GUIDANCE_
FOR_COMPANIES_AND_LLPS.pdf
https://www.gov.uk/government/uploads/system/uploads/
attachment_data/file/496738/PSC_register_summary_guidance.pdf

Gerald Edelman is registered to carry on audit work in the UK and Ireland by the Institute of Chartered Accountants in England and
Wales and authorised and regulated by the Financial Conduct Authority (FCA) for investment business. Genesis Wealth Limited is
authorised and regulated by the FCA. The value of investments can go down as well as up and you may not get back the full amount
you invested. The past is not necessarily a guide to future performance. If you withdraw from an investment in the early years you may
not get the full amount invested. The FCA does not regulate taxation advice, inheritance tax planning and trust advice.
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This newsletter is for
guidance only and
professional advice should
be obtained before acting on
any information it contains.
Gerald Edelman accepts no
responsibility for loss suffered
by any person as a result of
action taken or not taken as a
result of the contents of
this publication.
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