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Welcome

to the spring edition
Welcome to the spring edition of Genie, our quarterly newsletter.
In this edition, we discuss a range of business and accounting topics including the 2017
Money Laundering regulations and the Government’s new apprenticeship scheme.
Additionally, we consider the benefits of business coaching to both organisations and
individuals, and managing levels of stress in the workplace.
Also featured this quarter are articles which bring clarity to the tech haze surrounding
cryptocurrencies and bitcoin and the related tax implications. We are delighted to share
some exciting firm updates on the expansion of our service offering and discuss the
impact of the VAT Capital Goods Scheme.
by Colin Burns

If you would like any further information on any matters which have been covered in
this edition, please get in touch with your usual GE contact. We hope that our readers
enjoy the brighter spring months.
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A welcome boost to our VAT practice
and new probate and estate services
Newly expanded VAT team
We are delighted to share the news
of our strengthened VAT practice
with the arrival of three new team
members.
VAT specialist Richard Staunton,
who joined Gerald Edelman as a
Partner on 1st April 2018, brings
over 25 years’ experience of VAT
consultancy and planning to the
firm, with particular expertise
in land and property, retail,
renewables as well as extensive
experience of VAT tribunals.
Our VAT division is further
enhanced by the addition of
team members Glenis Gibbs and
Anne Staunton. Both Glenis and
Anne also have considerable
expertise in supporting clients with
VAT compliance and planning,
including partial exemption, place
of supply and charity issues.
They have particular expertise in
assisting overseas businesses
selling goods and services via the
internet.
Our dedicated team are available
to provide quick and efficient
support in handling even the most

complex VAT queries. Where
clients are still in dispute, we can
handle both the tribunal process
and assist clients through the
process of Alternative Dispute
Resolution.

Probate Services
Many of our readers may not
be aware of the recent changes
in who is authorised to provide
certain types of legal services.
It is now possible for Chartered
Accountants to offer noncontentious probate services if
licensed to do so and individual
members have proved their
competency by examination.
The latter covers not just
probate procedure and estates
administration but also the
administration and calculation
of Inheritance Tax.
We are pleased to share that both
Colin Burns and Richard Kleiner
are now authorised to provide
licenced probate services. We will
continue to work with solicitors
where land and buildings require
conveyancing, and will also
defer to them if and when any
contentious matters arise from the

administration of the estate, e.g.
challenges to the terms of the will
and claims by dependants. At this
stage, we do not plan to offer will
writing services but work with a
number of expert solicitors who
offer this service.

New International Alliance
In other exciting news, Gerald
Edelman is proud to announce
the launch of XLNC – a new
multidisciplinary association of
which we are founding members
and our CEO, Richard Kleiner, is
chairman.
The network currently consists of
19 independent professional firms,
with members from accounting,
tax, law and management
consultancy firms worldwide.
For further information or
assistance with VAT, probate or
estate matters, or XLNC please
get in touch with your usual Gerald
Edelman contact, Richard Kleiner
at rkleiner@geraldedelman.com
or Colin Burns at
cburns@geraldedelman.com.
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Whatcoin?
Blockchain is
coming… are
you ready for
the future?

by Thomas Hall

What these
currencies offer
is an inflationresistant measure
of value, which
cannot be
controlled by any
one person or
entity, or have its
value dictated by
the whims of a
political regime.
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Bitcoin was devised in 2009 by a
‘Satoshi Nakamoto’; an anonymous
person or group of people who
devised the first ever Blockchain
database. The technical paper
proposed a digital mechanism to
make peer-to-peer payments, built
upon Blockchain technology. The
vision was to create a system by
which value could be transferred
between individuals, without
reliance on a financial intermediary.
The concept was born as a direct
response to the 2008 financial crisis:
a catastrophic event directly caused
by institutional failure to regulate
bank’s activities. The invention has
taken the world by storm; a new
market has been created (current
capitalisation of around $500bn)
and provided a revolutionary
platform on which to remodel
business processes and society
as a whole.

Blockchain
The key to making Bitcoin possible
is the underlying technology,
Blockchain. You may remember
‘BitTorrent’ - peer-to-peer file
sharing technology made popular
by the teens of the 00s. The basic
premise for Blockchain technology
is the same; rather than have
a central server and database
supplying the demand for file
downloads, the files are split up and
divided amongst members, and
then redistributed as necessary as
users upload and download new
media.
The same principles of distribution
are applied in Bitcoin and made
possible by Blockchain. Rather
than trusting a bank (a ‘centralised’
entity) to validate and record
transactions between individual
participants, all Bitcoin transactions
are recorded in a Blockchain – a
singular, immutable, and permanent
record of events. The ledger
exists in the same ‘bit’ state as

the BitTorrent network – every
participant in the network verifies
all transactions by computing
cryptograms and reaching a
consensus. This is the process
known as ‘mining’, and economic
incentive is rewarded to miners who
participate in the verification and
approval of transactions.

Value
The recent valuations of Bitcoin
and other cryptocurrencies have
sent the media into a frenzy. CEO of
JPMorgan Chase, Jamie Dimon, has
publicly declared Bitcoin a ‘fraud’,
stating that anyone who buys it is
‘stupid’, and claiming that he ‘can’t
see the value in something that has
no value’.
So, let’s talk a bit about value.
Sterling, dollars, euros - these are
all ‘fiat’ currencies. Fiat is Latin
for ‘let there be’; as in fiat lux: ‘let
there be light’. Fiat currency has
no intrinsic value; rather it is worth
what the supporting government
and/or central bank can guarantee.
A common misconception is that
money is backed by a commodity,
and is therefore infallible. Indeed,
currency used to be measured
against the ‘gold standard’ until WW1 took main stage and
governments couldn’t afford the
cost of war solely on their gold
reserves. Hence they printed some
more money. Sounding familiar?
The key point here is that gold is
no more ‘valuable’ or ‘real’ than the
paper, or bytes (bits), to which we
assign value. Things are valuable
because we say they are.
A direct result of the move to fiat
currency is that governments
and banks have direct influence
and control over the value, and
importantly, the quantities in
circulation, of ‘their’ currency.

As at October 2017, the USA M2
money supply was estimated at
$13.7 trillion; of that only $1.5
trillion existed in the form of paper
notes and coins. 98.5% ($13.5tn)
of the total supply has been
created since 1959, representing an
artificial expansion driven solely by
governmental and central banking
policies. The dollar of 1959 today
equates to just 12 cents.
In contrast, cryptocurrencies have
a fixed supply – in Bitcoin’s case
this is 21m. As is always the case:
scarcity = value.
What these currencies offer is an
inflation-resistant measure of value,
which cannot be controlled by
any one person or entity, or have
its value dictated by the whims of
a political regime. A step closer
towards fairness and equality.

The Global Ledger
Blockchains for business will no
doubt have to carry a different
form to the Bitcoins of the world,
and, where appropriate, a focus on
identity over anonymity. Further,
business transactions will not
require a global consensus; rather
there will be selective endorsement
over proof of work. This makes
Blockchain proposals for business
far quicker and cheaper than we
have seen reported for Bitcoin
and other currencies using similar
technologies. The problem that
Blockchain solves within a business
context - at least in the first instance
- is that of record keeping. In the
current system, every market
participant is required to maintain
their own records - banks too - and
regulators, auditors, and so forth.
Blockchain provides a single ledger
and reference point in which all
entities can record and view their
financial data.

The scope and potential for this
technology is enormous - and is
rapidly being embraced by both
big business and start-ups alike.
Ethereum – another Blockchain
(like Bitcoin) has been created to
enable contracts to be encoded into
its network. These are known as
‘Smart contracts’. The co-founder
of Ethereum, Vitalik Buterin, uses
the analogy of a vending machine to
demonstrate the basic principles of
his creation: $2 in, water bottle out.
Security relative to assets contained.
A legal contract embodied in
hardware.
This abstraction now means that
business terms can be embedded
in the Blockchain, with actions
being executed autonomously. An
example of this could be the transfer
of corporate bonds based on
predefined contractual conditions.
In fact, most financial institutions
can be considered as giant smart
contracts; the automation of the
financial industry has begun.
The clear benefits of a Blockchain
adoption are, therefore, four-fold:
processing time and human input
will be reduced significantly, along
with the associated costs, risk is
mitigated due to the permanence
and immutability of transactional
data, and trust is increased

through shared processes and
record keeping.

Blockchain in action
Consider a jumbo jet. The jet itself
is an asset, made up of many
constituent parts sourced from many
countries around the world. The
jet itself will be subject to industry
regulations for safety standards;
and as such the manufacturer is
responsible for ensuring that the
aforementioned constituent parts
comply with all relevant standards.
The complexity of the finished
product is such that tracking the
provenance and ensuring compliance
can be a difficult and costly process.
Blockchain has the power to alleviate
this pressure; by storing all essential
component data objects within its
indelible ledger. Permissions can be
set such that the data can only be
viewed by each manufacturer within
the production process; the aircraft
owners, operators, and government
regulators. As a direct result, trust is
increased; no single authority ‘owns’
provenance; system utilisations will
be optimised, and any recalls can be
made with reference to the specific
component; rather than potentially
grounding the whole fleet.

financial data is currently dispersed
throughout many different divisions,
geographies, departments – and
the auditor needs access to all of
this information. By moving these
records onto the Blockchain, firms
can achieve enormous efficiencies
and cost savings. In turn this
directly lowers the cost of audit
and regulatory compliance. The
immutability of the ledger creates
a high-confidence financial audit
trail, which will allow ‘seek and find’
access for auditors and regulators.
The world is changing; as ever driven
by technological and industrial
advancement, and it’s time to start
thinking about how Blockchain
technology will impact on your
working practices.
If you would like to discuss
Blockchain technology further then
please get in touch with your usual
Gerald Edelman contact, or contact
Tom Hall at
thall@geraldedelman.com.

Another example, and perhaps more
relevant (at least to ourselves!), is that
of audit and assurance. At present,

Seven Principles of
Trusteeships and NEDs
I recently read a very interesting “Best
Practice Guide” regarding the role
of trustees and NEDs and thought
it would be useful to summarise the
seven principles which were listed.
This piece particularly struck a chord
with me as, in my role as an NED,
I have found that certain personal
qualities coupled with the ability to
provide an objective perspective have
been key to engendering trust with
board members. Such fundamental
principles have proven to be
invaluable in my capacity as an NED
and in my leadership role within our
own firm.

1. Selflessness
Directors/Trustees/Holders of Public
Office Directors should act solely in
terms of the beneficiaries.

2. Integrity
Directors/Trustees/Holders of Public
Office must avoid placing themselves
under any obligation to people
or organisations that might try to

inappropriately influence them in their
work. They should not act or take
decisions to gain financial or other
material benefits for themselves, their
family, or their friends. They must
declare and resolve any interests and
relationships.

3. Objectivity
Directors/Trustees/Holders of Public
Office must act and take decisions
impartially, fairly and on merit, using
the best evidence and without
discrimination or bias.

4. Accountability
Directors/Trustees/Holders of
Public Office are accountable to the
beneficiaries for their decisions and
actions and must submit themselves
to the scrutiny necessary to ensure
this.

5. Openness
Directors/Trustees/Holders of Public
Office should act and take decisions
in an open and transparent manner.

Information should not be withheld
from the beneficiaries unless there
are clear and lawful reasons for
doing so.

6. Honesty
Directorships/Trustees/Holders of
Public Office should be truthful.

7. Leadership
Directors/Trustees/Holders of Public
Office should exhibit these principles
in their own behaviour. They should
actively promote and robustly
support the principles and be
willing to challenge poor behaviour
wherever it occurs.
If you would like to discuss how your
business could benefit from my NED
and/or financial advisory service
please do not hesitate to get in touch
with me at
rkleiner@geraldedelman.com.

by Richard Kleiner
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Capital Goods
Scheme
The Capital Goods Scheme (CGS)
was introduced to adjust the input
tax recovered on the acquisition of
certain items of capital expenditure
which are not wholly used for making
taxable supplies. The scheme
recognises that assets can be used
by a business over a number of years
and that there may be variations over
those years in the extent to which
the items are used to make taxable
supplies. It provides a mechanism
whereby the initial input tax claimed
can be adjusted over a period of up
to 10 years.
by Ajay Shah

Assets within the scheme, whether
new or second hand, are:
• Computer hardware costing
at least £50,000;

The CGS does not
cease to apply
merely because
the asset is sold
in a transaction
which is outside
the scope of VAT,
because it is
the transfer of a
going concern.

• Land and buildings, civil
engineering works and
refurbishments and fitting out
works with a value of at least
£250,000;
• Ships and aircraft costing
£50,000 or more.
Values are exclusive of VAT.
The scheme does not apply to
assets acquired or expenditure on
assets held solely for resale, e.g.
stock-in trade. However, if an asset
is used in the business before it is
sold, the CGS will apply; conversely
if a capital item is sold before being
used, it is no longer treated as a
capital item.
When a capital item within the
scheme is acquired, the normal
rules for claiming input tax apply,
i.e.:
• If used wholly in making taxable
supplies, input tax is recoverable
in full.
• If used wholly in making exempt
supplies none of the input tax is
recoverable; and
• If used for making a mixture of
taxable and exempt supplies, a
proportion of the input tax may
be claimed under the partial
exemption rules.
Where, subsequently, in a period
called the adjustment period, there
is a change in the extent of taxable
use, an input tax adjustment must
be made to take account of this.
If taxable use increases, a further
amount of input tax can be claimed
and, if it decreases, some of the
input tax already claimed must be
repaid.
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The scheme also takes into account
fluctuations in the extent to which
a capital item within the scheme
is used for business/non-business
purposes.
The adjustment period is normally:
• Ten successive intervals in the
case of land, a building or part of
a building or a civil engineering
work or part of a civil engineering
work;
• Five successive intervals in the
case of a computer or item of
computer equipment, an aircraft,
or a ship, boat or other vessel.
However, the number of intervals
may be different, for example, if a
person who registers for VAT had
ownership of the asset prior to
registration.
The first interval commences on the
day on which the owner first uses
the capital item and ends on the
day before the start of their next
tax year. The tax year is the twelve
months ending on 31 March, 30
April or 31 May according to the
VAT periods allocated by HMRC.
VAT recoverable in the first interval
is calculated in accordance with the
normal partial exemption rules.
Subsequent intervals normally last
one year. Where the extent to which
a capital item is used in making
taxable supplies in a subsequent
interval increases or decreases,
from the extent to which it was
so used at the time the original
entitlement of the input tax was
determined under the partial
exemption rules, an adjustment is
required. For example:
VAT incurred on the purchase of
a property is £300,000 and the
adjustment period is 10 years.
Based on the partial exemption
recovery percentage in the first
year, 60% of the VAT is recoverable,
and so in the first period, the
recoverable VAT is £180,000
(£300,000 x 60% = £180,000).
In each subsequent interval, the
business is required to rework the
calculation using the original VAT
incurred (£300,000), and using the
difference between the original
recovery rate of 60% and the actual
recovery rate in the period. In this
example the recovery percentage
in year two is 70%. This means that
the business will be able to reclaim
£300,000 ÷ (10 x 10%) = £3,000. If
the recovery percentage in year

two had been lower than 60%, VAT
would have been payable instead of
recoverable.
Note, where the scheme applies,
the value of the asset for capital
allowances purposes (which
includes any irrecoverable VAT) will
be affected by any adjustments.
The CGS does not cease to apply
merely because the asset is sold
in a transaction which is outside
the scope of VAT, because it is the
transfer of a going concern. The
purchaser of the business must
continue the annual adjustments
for the balance of the adjustment
period.
This means that the purchaser must
ensure that the records transferred
include the necessary details of
the date of acquisition, the input
tax incurred at that time, and the
percentage of that tax which was
recovered by the vendor. It also
means that the purchaser may be
able to reclaim, or have to repay,
some of that tax with a consequent
reduction or increase in the cost of
the asset.
A taxable business will only be
concerned with the CGS if the
business use of an asset changes,
or if they start to make exempt
supplies and become partially
exempt, and this includes the
exempt sale of an asset within
the scheme. This can catch out
businesses that can usually reclaim
all their VAT.
For example, a business may
purchase a property and reclaim
all the VAT in the normal way. It
uses the property in its fully taxable
business. After six years, the
business sells the property to move
to bigger premises. The property
is more than three years old and
so the sale is an exempt supply.
Consequently, no VAT is charged.
As the sale is exempt from VAT
there is a deemed change of use
from taxable to exempt use and so
40% of the VAT originally claimed
must be repaid to HMRC. This is
because the remaining four years
of the CGS is treated as exempt
use out of the ten-year adjustment
period.
This area of VAT is complicated.
Should you require detailed advice,
please contact your usual Gerald
Edelman contact or Ajay Shah at
ashah@geraldedelman.com.

Duty dates and auto
enrolment – don’t get
caught out!
If you are a smaller employer who
has not been required to provide a
pension scheme in the past or you
plan to hire your first full-time or
part-time employee, there are certain
duties which you are obliged to fulfil
with regard to setting up a pension
scheme and auto-enrolling eligible
employees. You will need to take
immediate action in order to fulfil
your legal obligations which apply
from the first day your first member
of staff begins their employment
with you; known as your ‘duties start
date’.
Employers are generally unprepared
and under resourced to take on the
complexities of auto enrolment when
hiring an employee for the first time.
Recent experiences indicate that
there are two categories of employer
who have already been caught out
by the new auto enrolment process.
• Those that were previously
director-only businesses who
registered an exemption with the
Pensions Regulator, or believe
that this may have been done for

them in the past, and who have
now taken on a worker.
• A new business that takes on
a worker for the first time.
The main issues with auto
enrolment are summarised below:
• The process has now changed
and will always require a
‘dialogue’ with The Pension
Regulator (TPR) to begin the
compliance steps. Employers
may not be aware that this
is necessary.
• The unintended consequences
created by the time lag that
occurs before the payroll
processor is notified, inadvertently
compresses the auto enrolment
process into a shorter timeframe.
There is, therefore, a greater risk
that errors will occur and that
corrective action may be needed,
which creates further expense for
the employer.
Employers also need to be aware
that, at Duty Date, a qualifying
workplace pension may or may not

need to be established depending
upon how much the employee earns
and how old the employee is on the
Duty Date. This aspect is important
and very easily overlooked, even
when a pension scheme doesn’t
need to be set up. As a minimum,
a Statutory Notice applicable to
the category of the employee must
be issued to the employee or the
employer will be in breach of the
legislation.

by Howard Wallis

If you do not have a pensions
contact or if your normal contact is
unable to assist you on this subject,
many of our clients have worked
with AE Simplicity, a specialist
corporate pensions business. AE
Simplicity can help you to better
understand workplace pension
requirements. If you would like
further information, please get in
touch with your usual GE contact,
Howard Wallis at
hwallis@geraldedelman.com,
or with Martin Koch at AE Simplicity
at martinkoch@aesimplicity.com
or on 07795 672 584.

Key financial information at your
fingertips with the GE Online
Solutions App
As part of our recently launched cloud accounting
service, GE Online Solutions, we have introduced a
brand new app which is available now and completely
free of charge on both Apple and Android devices.
The GE Online Solutions app contains plenty of useful
features to help you manage your finances quickly and
efficiently. So, the next time you need to look up a tax
rate or work out a VAT calculation, our app can help. It
provides you with up to date, important accountancy
data at your fingertips.
The app was designed to include your favourite
business systems, invaluable tools and features such
as tax calculators, tax tables, key dates and income
management with instant access to your live financial
data and information.
The app contains plenty of other features and all of
your data is backed up to the cloud, meaning you can
manage your finances from anywhere. The app features
a receipt manager, document scanner and a mileage
tracker meaning you can upload everything you need.
Live accounting data can be accessed by both you and

your accountant, making it easier to communicate when
there are issues that require resolution. With all of these
features available within one tool, our app is likely to be
your go-to tool in the future.

by Ajay Shah

Enjoy the app with our compliments! If you would like
access to the app or to discuss our GE Online Solutions
service, please get in touch with your usual Gerald
Edelman contact, or contact Ajay Shah at
ashah@geraldedelman.com.
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Stress in the workplace

by Nicky Valmas

Is the velocity of change in the modern business world causing more stress in
the workplace, can it be managed and who takes responsibility for it?
As a business change leader, I am
often asked to help influence the
culture of a business as part of my
remit in supporting the executive
team. The challenges of dealing
with the people aspects of a
business are often overwhelming
and a distraction for a board of
directors when they are focused
on developing and preparing
their strategy for growth and
transformation. At the same time, I
am regularly asked to help identify
how a business can improve the
support it provides to a stressed
and underperforming workforce,
and to find solutions for improving
the wellbeing of staff.
Under the microscope of legislative
reform and regulation, business
leaders are quick to instigate shortterm fixes which give a nod towards
’looking after their staff’ and
providing them with mechanisms
to promote health and happiness
in the workplace. However, the true
underlying contributors to employee
stress and resulting absenteeism,
and ultimately reduced productivity
are often misunderstood and
overlooked. Perhaps we need to
look beyond the traditional ‘physical
solution’ of gym memberships or
private medical cover to determine
what can be done.

What is stress?
The Health and Safety Executive
(HSE) defines stress as ‘the adverse
reaction people have to excessive
pressures or other types of demand
placed on them’.
There are six main areas that can
lead to work-related stress if they
are not managed properly.
These are demands, control,
support, relationships, role and
mindset.
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In businesses that take the time to
ask, it is common for employees to

report that they:

• More reports of stress;

• are not able to cope with the
demands of their jobs;

• Increased sickness absence;

• are unable to control the way
they do their work;

• More complaints and grievances.

• don’t receive enough
information and support;
• are having trouble with
relationships at work, or are
being bullied;
• don’t fully understand their
role and responsibilities;
• are not engaged when a
business is undergoing change.
These everyday findings were
reiterated in an HSE survey carried
out in 2017. The predominant cause
of work-related stress, depression
or anxiety was workload (44%),
in particular tight deadlines, too
much work or too much pressure or
responsibility. Other factors identified
included a lack of managerial
support, organisational changes at
work, violence and role uncertainty
(lack of clarity about job/uncertain
what they are meant to do).
Despite leaders having awareness
of these statistics, certain barriers
to change exist which prevent
businesses from providing support;
the main factors being recognition
and stigma. Recognising stress
in others is not always easy,
particularly if self-awareness is
lacking. Many leaders struggle
to recognise the basic indicators
within themselves let alone others,
so often the answer is to educate
the executive on what they are
looking for within their teams and
employees.

So, what are the key signs
of stress within teams?
• Arguments;
• Higher staff turnover than normal;

• Diminished performance;
Stress affects people differently –
what stresses one person may not
affect another, and external and
personal factors such as skills and
experience, age or disability may all
affect whether an employee
can cope.
Stress affects our ability to do
things like:
• Remember basic things;
• Process new information;
• Be analytical when solving a
problem;
• Be patient and calm with others;
• Make the right decisions at the
right time;
• Be productive and on the ball.
Constantly being under stress
contributes to headaches, sleep
issues and high blood pressure,
not to mention resentment,
defensiveness, diminished selfesteem and often anger.
During change and transformation
programmes, one of the methods
proven to have a significantly positive
impact is to introduce the concept of
managing personal resilience within
the team. Knowing what triggers
stress and its associated behaviours
as an individual is crucial and often,
helping employees to get to know
themselves better and understand the
team dynamic has a positive impact.

What is resilience?
Resilience is the ability to recover
and bounce back from adversity
and hardships, feeling stronger and
more capable to cope than
ever before.

Resilient people demonstrate great
flexibility, high energy, mental agility
and consistently perform at their
highest level. They have strong
relationships and support networks
that help them to amplify their
productivity and results.
The beauty of resilience is that
whilst it is partly about your
personality, your genetic makeup and how you are wired, there
are also significant learnable skills
which can improve your ability to
bounce back.
We can learn and improve our
resilience to life if we choose to
work at it and understand which
parts we manage best and which
parts we need to focus on to fortify
the current situation that life is
presenting.
A team is only as strong as the
collective resilience of its members.
By identifying shared areas of
strength and building awareness
of potential areas of weakness, the
Team Resilience approach allows
teams to explore their shared
purpose and support one another to
build the foundations of sustainable,
high performance.

Offering gym memberships,
healthy lunches and other health
related rewards might only become
beneficial once a business has
addressed the behaviours of the
leadership team and how employees
follow their lead. Being proactively
aware of employee wellbeing is
about being open to discussing
subjects such as mental health - and
not just talking the talk but walking
the walk too.
Employees need to have a solid
example set for managing workload,
knowing that it is acceptable to
leave emails unanswered until
Monday, turn their mobile phones
off and not answer after hours.
Some companies have been aware
of these issues for some time. Back
in 2014, German car manufacturer
Daimler implemented a ‘Mail on
Holiday’ email policy that ensures
its employees are taking full
advantage of their time off, without
fearing an overflowing inbox when
they return. Through this policy,
employees have the option to set
their emails to auto-delete while
away from the office.

In conclusion, stress can be
managed if employers and staff are
willing to engage in open, honest
conversations and to implement
change which will ultimately be
beneficial to both the individual
and the business. In today’s
exceptionally fast-paced business
world, leadership teams can help
by setting clear and reasonable
expectations and by putting policies
in place that support staff wellbeing.
Individuals should also take
responsibility to better understand
how to manage their energy, and
recognise the importance of noticing
and addressing their unique needs to
minimise the effects of stress on their
mental and physical health.
Nicky Valmas, Flo Consulting, is
an executive coach and leadership
mentor specialising in aiding
businesses with transformation,
change and business strategy. If you
would like further information on this
topic or how Nicky may help your
business, please visit
www.floconsulting.co.uk.

Money Laundering
Regulations 2017 –
are you compliant?
The implementation of the fourth EU
Anti-Money Laundering Directive
gave rise to the new 2017 Money
Laundering Regulations in the UK.
The keys shifts relate to taking
a more risk-based approach
and in customer due diligence
requirements. Some of the most
significant changes in the legislation
are listed below:
• Greater emphasis on risk
assessment regarding money
laundering and terrorist financing.
This relates to country, firm and
customer level assessments.
• A move towards a more riskbased approach regarding
simplified and enhanced due
diligence. Even though there
are still lists of customers and
products which may be eligible
for simplified due diligence or
require enhanced due diligence,
primarily the extent of due
diligence will be risk-based.
• The guidance recognises that
documents or transactions

relating to ID verification may only
be electronic, so it has removed
the restriction on using internet
produced utility bills. However,
in such cases, there is a need to
recognise the risks involved.
• In addition to foreign Politically
Exposed Persons (PEPs), UK
PEPs are now also recognised
as potentially high-risk
individuals. However, with the
greater emphasis on risk-based
enhanced due diligence, a UK
PEP may not always require
the same degree of extra due
diligence as a foreign PEP.
• Businesses which accept
payment in large sums of cash
are deemed to be higher risk
for money laundering purposes.
The maximum cash that can
be received for each sale
transaction, before a business
needs to register as a high value
dealer with HMRC, has been
reduced from €15,000 to €10,000.

• The definition of a beneficial
owner for a trust has been
changed to include the settlor, as
well as the trustees, beneficiaries
and anyone else with control of
the trust.
• There will be a requirement to
register the details of express UK
trusts and some foreign trusts,
with the Trusts Registration
Service, where there are UK
assets or income.

by Engin Zekia

• Further guidance is provided
on the use of electronic ID
verification and other checks.
Since it is necessary to know
if someone is a PEP or family
member/close associate of one,
or is in a high-risk jurisdiction,
it is probably easier to use an
electronic service in certain
cases, rather than simply
obtaining physical documents.
For further information, please get
in touch with your usual Gerald
Edelman contact or Engin Zekia at
ezekia@geraldedelman.com.
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Cryptocurrency UK taxation and
accounting issues

by Carl
Lundberg

The future of Cryptocurrencies
is far from clear and we can
only speculate as to how the UK
government will decide to treat
cryptocurrencies for the purposes of
taxation down the line.

The current UK tax regime
The only available guidance
from HM Revenue and Customs’
(‘HMRC’) is from 2014, back
when there were far fewer bitcoin
millionaires. Whilst rather noncommittal, it sets out the following:

VAT
Firstly, HMRC states that the UK
VAT rules would need to follow the
VAT guidance that may eventually be
implemented across the EU, although
this has since been superseded
by Brexit and now appears rather
unlikely as we prepare to leave the
EU. Generally, transactions involving
the transfer, mining and exchange
of cryptocurrencies for other
cryptocurrencies or for fiat money are
exempt from VAT. The exempt status
of the spreads (the difference between
the buy and sell price) earned on the
exchange of cryptocurrencies was
confirmed by the European Court of
Justice in 2015.
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However, transactions where
cryptocurrencies are used to pay
for the supply of goods or services,
instead of fiat money, are still subject
to VAT in the same way as if fiat
money were being used. Whether
VAT is payable on a supply of goods
or a service relates to the goods or
service being supplied and not the
method of payment. For example,
a person buys £120 worth of
taxable goods from his or her local
supermarket (priced inclusive of
£20 VAT), but instead of paying the
supermarket £120 he pays using a
cryptocurrency; this doesn’t exempt
the supply of goods from VAT and
therefore the supermarket will still
be liable to account for the £20 of
VAT to HMRC, despite not having
received any pound sterling.

Corporation tax on a
company’s trading profits
or chargeable gains
HMRC stated in 2014 “Whether any
profit or gain is chargeable or any
loss is allowable will be looked at
on a case-by-case basis taking into
account the specific facts.”
Continuing with the previous
example, imagine the supermarket,
which at the time of sale received
£120 worth of cryptocurrency, held
on to it until its financial year-end, at
which time it was worth £200. The
£80 ‘foreign exchange’ gain would
be chargeable to corporation tax, as
of course would the profit derived
from the original sale of goods. Had
the value of the cryptocurrency held
by the supermarket fallen to, say
£100, then the loss of £20 would be
allowable against corporation tax for
the year. This treatment is the same
as if the payment had been made in
another fiat currency, such as USD
or EUR.
Any companies that derive profits
from trading in cryptocurrencies,
rather than holding them for
long-term investment, will pay
corporation tax on those profits.
Similarly, companies investing in
cryptocurrencies and holding them
for long-term gains would be taxed
on the gains and allowed loss relief
on any capital losses in accordance
with the normal rules for companies.
It should be noted that in 2014
HMRC went on to say “...a
transaction may be so highly
speculative that it is not taxable or
any losses relievable. For example,
gambling or betting wins are not
taxable and gambling losses
cannot be offset against other
taxable profits,” so there may be
instances where profits, gains or
losses from speculative positions
are not considered to be taxable,
although it is not clear exactly
what the parameters are in order
for a transaction to qualify for this
treatment.

Income tax and capital
gains tax on an individual
Like the corporation tax rules for
companies, all profits and losses
derived by unincorporated businesses
from trading cryptocurrencies, or
from cryptocurrency transactions,
are taxable under the normal
income tax rules. However, it is
very unlikely that buying and selling
cryptocurrencies on one’s own
behalf would be considered a trade
and therefore amounts accrued
from the same are far more likely
to be treated as gains rather than
profits.
Gains and losses accruing to
individuals on cryptocurrencies are
taxable under the capital gains tax
(‘CGT’) rules. Gains are crystalised
and become taxable when the
assets are converted back to any
fiat currency.

Stamp duty
In the recent climate of record-low
interest rates, investors have been
incentivised to invest in riskier assets.
In seeking to avoid low returns on
cash and bonds, investors have
looked higher up the risk curve and
invested in cryptocurrencies, instead
of limiting portfolios to funds, equities
and traditional commodities, such as
gold. This in turn has contributed to
the generally increasing price of the
main cryptocurrencies as transaction
levels have rapidly increased.
One key difference in investing in
cryptocurrencies over equities is
that there is no stamp duty payable
on purchase, whereas, whilst not
particularly significant, stamp duty
is payable on the purchase of
shares at a rate of 0.5%.

Other digital tokens
As Initial Coin Offerings (‘ICOs’) are
becoming ever more popular and
businesses are issuing tokens with
certain rights attached in exchange for
crypto or fiat currency, consideration
should be given to the taxation of

non-currency digital tokens. Given how
slow the authorities have been to react
to cryptocurrency trends, it is perhaps
unsurprising that there is no specific
legislation or guidance covering this
area. For now, the existing income tax
and CGT legislation should be applied
logically in order to determine the tax
payable on income and gains from
such assets.

Taxation: The future
As the popularity and use of
cryptocurrencies spreads and an
ever-increasing number of people
are generating profits and gains
from these assets, the UK Treasury
is already planning a crackdown to
prevent money laundering and tax
evasion, meaning that soon certain
cryptocurrency transactions may
no longer be anonymous. How the
Treasury intend on achieving this
remains to be seen, but given the
levels of profit now involved in Bitcoin
trading alone, we can certainly expect
HMRC to be forceful in this area.
As alluded to earlier in this article, it
is now highly likely that if the current
guidance on VAT on cryptocurrency
transactions is to change, this will
be implemented directly by the

UK government (rather than by EU
consensus), subject, of course, to
the agreements arrived at in respect
of VAT within the Brexit negotiations.
With regard to income tax, CGT
and corporation tax, legislation
may be updated to include specific
references to cryptocurrencies and
other tokens, but they should be
expected to apply in the same way
as they do currently.

How should companies and
LLPs account for investments
in cryptocurrencies?
Current accounting standards are
not modern enough to provide
bespoke accounting rules for
cryptocurrencies, so at present
cryptocurrencies must be accounted
for as intangible assets. Intangible
assets may be held at fair value if
there is an active market for the
asset, although the revaluation gains
and losses do not get taken to the
income statement, but instead the
statement of other comprehensive
income. It seems to be an industry
consensus that this isn’t the most
useful way of presenting the financial
information connected with such
assets to investors, but until the

Gerald Edelman
Golf Society

International Accounting Standards
Board and the Financial Reporting
Council devise something bespoke
for these types of assets, it will
remain.

What effect will Blockchain
have on accounting in
business?
It is expected that distributed
ledger technology will have farreaching application, with the aim
of improving security and increasing
efficiency by reducing the need for
human involvement in transactional
processes.

Current
accounting
standards are not
modern enough to
provide bespoke
accounting
rules for
cryptocurrencies

Whilst it is not yet clear when the
technology will be adopted into the
world of accounting and quite how
transformative it will be, it seems a
natural step for a technology built
to record and verify transactions to
be used for recording accounting
entries.
If you have any questions relating to
this topic or would like any further
information, please contact
Carl Lundberg at
clundberg@geraldedelman.com or
your usual Gerald Edelman contact.

by Julian Goldie

Last year saw the revival of a revered institution – the
Gerald Edelman Golf Society!
Immense fun was had by all, playing some of the best courses
in the South East. We look forward to 2018 being an even more
successful year for the society.
Whether you are a regular golfer or just getting back into the swing of
things and would like the opportunity to network with other professionals
and business owners, please get in touch with Julian Goldie at
jgoldie@geraldedelman.com.
39

Auto Enrolment – Are you prepared
for automatic pension increases
from April 2018?
In April 2018, the pension
contributions for auto enrolment
begin the initial transitional steps
toward an overall 8% contribution.
In the next phase of this transition,
starting from April 2018, employer
contributions double from 1% to
2% and employee contributions
triple, from 1% to 3%.
by Howard Wallis

As an employer, is there
anything that we can do
to ease this transition?
At the very least, an employer may
wish to write to their employees to
remind them that their contributions
will increase. In addition, there is
an opportunity referred to as salary
exchange, that can ultimately
save both the employer and
employee money and provided
that the arrangement is set up
correctly, HMRC do not see this as
contentious tax planning.

What is salary exchange?
Salary exchange is an alternative
way for employees to pay their
pension contributions. It can be a
win-win situation for employees and
employers.
A salary exchange occurs when an
employee agrees to give up the right
to a proportion of their gross salary
through a change in the Terms and
Conditions of their employment.
In return, the salary exchanged is
processed as an employer pension
contribution.
Employees who give up an amount
of pay, prior to receipt, will benefit
from a reduction in both Income Tax
and employee National Insurance
Contributions (NICs) deductions.
Similarly, the employer will also
benefit from a saving of up to
13.8% on the employers NICs on
the foregone salary. In essence,
tax relief would most likely have
been available to the employee on
their pension contributions, so the
true saving to the employee is the
reduction in their employee NICs on
the sacrificed salary.
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The employer has a choice as to
how they allocate their “employer
National Insurance saving pot”.
Typically, we find that most
employers tend to pass on some
of the Employers NICs savings to
employees by way of an increased

pension contribution to boost the
attractiveness of the arrangement
and so that their staff see an
additional uplift in their overall
pension contribution, as well as the
employee saving in NICs.
We would normally recommend
that staff are invited to a briefing,
which should be considered as part
of the project, so that employees
can be made aware that a special
arrangement has been designed
with their interests in mind together
with an explanation as to the
logistics and small amount of
paperwork that is required.

What are the other potential
benefits to employees?
• Staff may regain part or all of
their child benefit entitlement if
salary exchange reduced earnings
are within are the appropriate
threshold.
• If an employee is a higher rate tax
payer it is possible to benefit from
immediate higher rate tax relief
instead of claiming it from HMRC.
• If an employee earns more than
£100,000 they might be able to
regain some of their personal
allowance because of a salary
reduction.

What are the negatives?
• As a salary exchange agreement
reduces salary and therefore NI
contributions, the employer and
employee should be aware that
it can have an impact on some
State Benefits or Credits. For
example, Statutory Sick Pay and
Statutory Maternity Pay may be
reduced whilst Child Tax Credits
may be increased. If an employer
is considering starting a salary
exchange agreement, they should
take into account the impact on
such benefits. This should be
explained in the staff briefing
when members elect whether to
adopt salary exchange or not.
• Also, by reducing gross pay,
other employee benefits may be
affected, for example, the rate at

which overtime is paid or bonuses
are calculated. Similarly, it may
mean that Death in Service or
Income Protection benefits could
be based on lower earnings.

In summary
For the employer, when the concept
is explained to staff, salary exchange
not only enhances the overall
message about why the ’saving’ is
a good idea but can also promote
the employers standing in their
proactivity towards staff welfare.
Employers can be seen as having
offered an additional benefit which
hopefully most employees will value.

What now?
If you are interested in implementing
a salary exchange scheme for the
employees within your auto enrolment
scheme, you may wish to speak with
your normal pensions contact to see
if your scheme can be adapted to
accommodate salary exchange.
If you do not have a pensions
contact or if your normal contact is
unable to assist you on this subject,
many of our clients have worked
with AE Simplicity, a specialist
corporate pensions business.
AE Simplicity will be able to help
you to understand whether salary
exchange could be a good strategy
for your company to consider. If
you would like to learn more about
this concept please contact AE
Simplicity for a complimentary initial
consultation. If you subsequently
decide to proceed and implement
the changes, AE Simplicity offer
reduced fees for Gerald Edelman
clients.
If you would like any further
information on this topic, please
get in touch with your usual Gerald
Edelman contact or Howard Wallis
at hwallis@geraldedelman.com, or
alternatively contact Martin Koch
at AE Simplicity at
martinkoch@aesimplicity.com.

Do you need a coach?
What can coaching really do for you and
your organisation?

You hear a lot about coaching
these days. It’s everywhere – from
the latest trends in leadership
development to creating a ‘coaching
culture’ in an organisation; even
columns in glossy magazines
advocate coaching to transform
your personal life. It would seem to
be a cure-all that promises much,
but how does it actually work, and
how can you use it to best effect for
yourself or your organisation? Here
are seven ways in which coaching
can be helpful:
1. First and foremost, coaching
gives you space and time to
think and reflect on whatever
it is you want to work on –
be it developing a new skill,
transitioning to a new role, or
looking at the next five years
for your business and working
on the strategy. It’s all about
you. In today’s hectic world,
stepping back to reflect can be
hugely beneficial in helping you
get in touch with your own inner
wisdom.
2. The benefit of doing this with a
coach is that you have an impartial
supporter alongside you. The
coach’s only agenda is to help
you and they come with no vested
interests or preconceptions about
your situation. Whatever it is you
want to work on, however random
or seemingly insignificant, they will
stay with you in it.
3. Their role is to look at your
situation alongside you, listen,
ask questions to draw out your
thinking and help you tease out
what’s really at the heart of the
issue. It’s like holding a mirror up
to your situation so that you can
see things more clearly.
4. A good coach will offer the
right mix of support and
challenge depending on your
circumstances. Whilst they are
always on your side, they will also
push your thinking and stretch
you when you need it. They won’t

collude with you if you are trying
to avoid facing something.
5. The coach will hold you
accountable for your progress
and check in with you about
your experience of trying out
new actions or behaviours. On
your own, you might have good
intentions to make changes;
having a coach can sharpen
your focus and reinforce your
commitment to see things
through.
6. The coach might offer different
perspectives from their experience
and share ideas for you to
consider as you think through
how to move forward. But it’s not
about the coach giving advice or
telling you what they think you
should do. The best answers are
within you and the coach will help
you access them and navigate a
path forward.
7. As coaching often lasts over a
period of weeks or months, there
is the opportunity to experiment
with changes and see them
become part of your natural way
of operating. Training courses
have their place, but sometimes
only a small percentage of the
learning is actually implemented
afterwards. With coaching, you
have the time to make changes
that last.

How to use coaching
in an organisation
While in most organisations nearly
everyone would benefit from
coaching, here are some scenarios
where coaching works particularly
well one-to-one in a business
context:
• A recently-promoted manager
with new responsibilities, such
as managing a team, who wants
to get up to speed and feel
confident and effective as soon
as possible.
• High-performing employees
who would benefit from being

stretched and challenged; it can
be a good way to retain talent
and demonstrate commitment to
individuals.
• Senior leaders or Chief Executives
looking at the challenges faced
by their team or organisation
and how to steer a path through
them. Here the coach can act as
a confidant or sounding-board.
• Accompanying an employee
on a placement or short-term
assignment – to help them
prepare for the new role, be more
effective during it and enhance
their self-awareness/learning from
the experience.

How to choose a coach
When selecting a coach, it’s vital that
you feel you comfortable with them.
Some people like to be coached
by someone who has worked in a
similar field to their own. This way,
there is less explaining to do and you
know that the coach understands
some of what you are experiencing.
Alternatively, working with someone
from a completely different
background can bring a fresh
perspective. Either way, the most
important thing is that you feel that
you have a connection and can work
together. You need to feel you can
trust them. Having an exploratory
conversation face-to-face can help
you decide whether you think they
are right for you.

by Catherine
Edenborough

It would seem
to be a cure-all
that promises
much, but how
does it actually
work, and how
can you use it to
best effect for
yourself or your
organisation?

Catherine Edenborough is a
professional coach working with
businesses and non-profits as well as
private individuals. She has 25-years’
experience in international business
including senior roles in marketing
and employee communications
at General Electric. She is trained
as a coach at Senior Practitioner
level accredited by the European
Mentoring and Coaching Council.
To contact her, email catherine@
edenboroughcoaching.co.uk or
telephone 07789 988 437.
www.edenboroughcoaching.co.uk.
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Apprenticeship scheme –
for graduates

by Engin Zekia

The Government has recently introduced
a new apprenticeship scheme, known
as the Level 7 Scheme. The usual
apprenticeship age limits have been
removed within the Level 7 standard
allowing graduates to enter into an
apprenticeship, for the first time. A wide
variety of professional apprenticeships
will be open to graduates, enabling them
to build on their degree, and acquire a
formal professional qualification within
fields including accountancy, law,
engineering and surveying.
The scheme is intended to be attractive
to potential trainees by creating a
programme covering technical, practical
and soft skills. A financial incentive built
into the scheme is that trainees must
not incur any training costs during their
apprenticeship including course costs for
any exam resits.
Employers can benefit by having part or
all of their apprenticeship training costs
funded by the Government. The scheme
requires that the apprenticeship programme
lasts for at least a year. The training costs
will be funded by the government, up to
a maximum of £21k per trainee over the
duration of the programme.
Since April 2017, employers with payroll
costs over £3m per annum have been
contributing to the apprenticeship levy.
This contribution, amounting to 0.5%
of an employer’s payroll costs in in
excess of £3m, can be used to fund the
employers apprenticeship training. In
addition to their contributions to the levy,
employers can also receive Government
funding for up to 90% of the training
costs with the remainder of these costs
to be funded by the employer.

The trainee will be required to enter a
formal apprenticeship training agreement
with the employer. The employer will enter
an agreement with an approved training
provider, who would apply for the funding
from the government and would deal with
most of the administration of the scheme.
Each employer’s ‘pot’ of funds can be
used to pay for training within 24 months
of gaining access to the funds, after
which time it will be lost.
Employers National Insurance will not
be payable during the apprenticeship
programme if the Level 7 trainee is
under 25 years old, which will mean
a significant saving for employers. If
the training scheme extends beyond
the apprentice’s 25th birthday, then
employers NI will apply after that date.
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The apprenticeship scheme requires
that at least 20% of the trainee’s time
is spent on training with the external
training provider or formal ‘off the job’
training with the employer. On average,
one day a week may unfortunately be
an impractical or excessive commitment
and may put the scheme beyond certain
employers’ reach.
If you are considering the introduction of
the Level 7 apprenticeship scheme and
would like further information, please get
in touch with your usual Gerald Edelman
contact or Engin Zekia at
ezekia@geraldedelman.com.

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.

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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