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It remains to be seen whether those who have 
set money aside for their retirement will act 
responsibly in drawing it out of their pension 
scheme. In practice, it may be those who have 
underprovided who choose to aggressively 
draw their pension. After all, a small fund 
paying out over, say, 20 years in retirement 
might result in an extremely modest annual 
income. The temptation to live relatively well 
for a few years and then see whether the state 
will assist when the money runs out may be 
too much for some to resist.

Back to basics 
There are two broad categories of pension 
schemes – defi ned benefi ts (DB) and defi ned 
contributions (DC) schemes.

Defi ned benefi ts schemes
These used to be known as ‘fi nal salary’ 
schemes, the pension is linked to the 
member’s fi nal salary and their length of 
service with that employer. For example, 
someone with 40 years’ service in a ‘60ths’ 
scheme earning £120,000 on retirement would 
get an annual pension of 40/60 x £120,000 = 
£80,000. 

The contributions an employee is required 
to make normally have no bearing on the 

amount of the pension, although some 
schemes permit ‘additional voluntary 
contributions’ – effectively allowing extra 
years of service to be ‘bought’. For those who 
leave employment, rather then retire, for the 
purposes of calculating the final salary, their 
earnings on leaving are increased by an 
inflationary index.

The responsibility to fund the pension 
scheme lies with the employer and schemes 
are subject to regular actuarial review to make 
sure the overall fund is on track to be able to 
afford the future pension obligations. 
Adjustments are made to reflect changes in 
factors such as life expectancy and the fund’s 
performance. The obligation for any 
additional contributions is on the employer.

Many public sector pensions are DB 
schemes. However, for many Government 
employees, there is no ‘fund’ – pension 
payments are simply funded by future tax 
revenues.

These days very few private sector DB 
schemes remain open to new members. Many 
have been closed altogether, with the value of 
existing members’ accrued rights paid into a 
DC scheme in a lump sum.

Defi ned contributions schemes 
These were formerly known as money 
purchase arrangements. Contributions from 
both employer and employee are invested 
to build up a pension pot on retirement. The 
pensions investments often refl ect the stage 
of the employee’s career with less risk taken in 
the run-up to retirement. 

Historically, everyone in a DC scheme was 
required to buy an annuity to access their 
pension. One of the numerous pension furores 
over the years was that many people did not 
realise they could buy their annuity from a 
different company from the one they paid 
their contributions to.

Comment and analysis

The tax issues
Pension contributions of up to £40,000 per 
annum are tax deductible. It doesn’t matter 
whether you’re a basic rate or a higher rate 
taxpayer, relief is given at your marginal rate.

For DC schemes, this covers both employer 
and employee contributions. However, this 
limit can be increased by any allowance 
unused in the previous three years (note the 
annual limit was £50,000 until 5 April 2014), 
provided the member was a in a registered 
pension scheme in that earlier year.

Employee contributions were usually paid 
net of basic rate tax. So, if you pay £400 per 
month, the pension provider reclaims £100 
from HMRC, the scheme ends up with £500 
and you need to claim higher rate tax relief in 
your tax return. However, salary sacrifice and 
net pay schemes, in which contributions are 
paid gross with marginal rate tax relief given 
automatically, are increasingly common. With 
very low investment returns at the moment, 
the tax relief is particularly valuable. The 
contribution limit applies to gross 
contributions. 

For DB schemes, the limit is applied 
differently. It looks at the increase in the value 
of the member’s accrued rights, and any 

excess over the limit is taxed. For example, the 
opening value for someone with 20 years’ 
service might be 20/60 x £81,000 (their salary) 
x 16 (the relevant multiple), i.e. £432,000. 
Increasing this by the consumer price index 
for a year, at say 3%, gives £444,960. If the 
employee’s pay has increased to £90,000, the 
closing value is 21/60 x £90,000 x 16 = 
£504,000. The difference of £59,040 exceeds 
the £40,000 limit by £19,040 – on which the 
employee is taxed. Employers’ contributions to 
DB schemes are normally tax-deductible.

Income and capital gains realised within 
the pension fund are generally tax-free. 

The lifetime allowance limits the 
maximum fund value an individual is allowed 
to accrue to £1.25m. 

The Budget changes
Historically, the barrier to increasing 
contributions has often been lack of access to 
the pension fund.

The main change in this year’s Budget – to 
take effect from 6 April next year – is to 
remove the restrictions on how pension 
benefits are paid to those in DC schemes. 
When you reach 55 (57 from 2028) you will be 
able to take up to 25% of your fund tax-free 
and draw the balance of the fund as income as 
you wish – even the whole lot in one year. The 
rules surrounding the requirement to 
purchase an annuity will no longer apply.

Clarification is expected on the options 
available to members of DB schemes, but 
public sector employees are not allowed to 
convert their pensions to DC schemes in order 
to choose what pension income to draw. 

Interim measures
A number of interim measures apply in the 
run-up to 6 April 2015 to allow those with 
smaller pensions or other sources of income to 
draw lump sums or increased pension income. 
The average fund value of DC pensions is 
around just £36,000 per person. So the new 
fl exibility, allowing more effi cient access and 
less administration, is welcome.

Is this good news?
If you have a larger fund, drawing all of it as 
income in one year may take you into higher 
tax rates, currently up to 45%. But if you 
extract smaller amounts each year it may be 
possible to remain within the basic rate (20%). 
Furthermore, a pension fund grows in a tax-
free environment; if you take money out, your 
personal investments are likely to be liable to 
income tax and capital gains tax.

People who carry on working past 
retirement age could simply allow their funds 
to grow untouched. Those in good health 
might choose to take an annuity much later in 
life, when it can be obtained more cheaply. 
The new rules allow people more flexibility to 
make decisions about their own money.

Many people who are closer to retirement 
are now considering maximising their 
pension contributions over the next few years 
to benefit from the tax deduction, but with a 
view to drawing this money back on or after 
retirement – either as part of a tax-free lump 
sum or as taxable income – albeit taxed at a 
lower rate post retirement.

Keeping an eye on performance
We are always amazed by how many 
people do not review their pension funds’ 
performance while they are making 
contributions. Whether or not you decide to 
take advantage of the new rules, your pension 
can represent a substantial portion of your 
fi nancial security and so merits the same or 
even more attention as other savings and 
investments.

Although it claims to have simplifi ed 
pensions, the Government has 
acknowledged that the rules and options 
are still complicated. It has said that 
FREE impartial guidance will be available 
from the Money Advice Service and 
The Pensions Advisory Service to help 
people understand their choices and 
make the right decision. Taking expert 
advice is always a good idea when it 
comes to pensions.

For further information, please speak to your 
usual Shipleys contact. 

The 2014 Budget may well 
be best remembered for 
the changes announced 
in relation to pension 
schemes; 13 million 
members of defi ned 
contribution schemes are 
set to benefi t from the 
relaxation of the rules on 
what you can take out of 
your pension.Freedom 

and choice 
for your 
pension? 

    Jargon buster!

What is an annuity?
An annuity is an agreement to pay a 
regular pension income for the remainder 
of your life in return for a lump sum. If you 
die after only a short period you lose out, 
but conversely, if you live long beyond 
average life expectancy the insurance 
company ends up paying out far more 
than the lump sum it received.

Drawing your pension – tax-free cash
Both DB and DC schemes usually allow up to 25% of the 
fund valuation to be taken on retirement as tax-free cash 
– along with a lower monthly pension. Most DB schemes 
have their own rules on how the fund is valued for this 
purpose. In a DC scheme there is a 55% tax charge on 
any monies remaining on death, but these funds are not 
then subject to inheritance tax.
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Well, in this edition we’ve really 
got some articles to get your teeth 
into – Luis Suarez eat your heart 
out (or anything else to hand). 
You don’t have to be a die-hard 
football fan to have picked up a 
thing or two about business from 
the World Cup. 

It’s no coincidence that the way 
we often talk about business is 
full of sporting concepts – ‘team 
spirit’, ‘game plan’, ‘kick-off 
meeting’, ‘on target’, ‘eye on the 
ball’, ‘on me ‘ed’ – the list is almost 
endless. Both business and 
football require certain skills, are 
intensely competitive, demand 
strategies and tactics and, 
ultimately, are to some extent 
about ‘winning’. Above all, they 
both depend on teamwork.

Here we go 
Every business has a mix of 
personalities with different sets 
of skills to offer, but the most 
successful businesses will have 
the right balance, all working 
towards a shared purpose. Putting 
a random bunch of people 
together and getting them to 
work towards that same goal isn’t 
easy. 

Poor leadership, hidden 
agendas, egos, politics, inertia or 
just a lack of focus can hinder a 
team and stop it performing at its 
best. But what the successes (‘over 
the moon’) and notable failures 
(‘sick as a parrot’) of the World 
Cup showed us is that a unified 
team, with everyone playing to 
their strengths, makes it possible 
to overcome many obstacles. 

Even armed with a pool of 
some of the world’s greatest 
footballers to pick from, it takes a 
master tactician to create the 
right blend and motivate the 
team. Running your own business 
can feel just like that.

You might need a ‘safe pair of 
hands’ for the admin, and a ‘ball 
winner’ in sales, but not everyone 
can be ‘man of the match’. It’s 
important not to forget the people 
behind the scenes. Just as 
winning football tournaments 
requires support and advice from 
a multitude of specialists – such 
as coaches, physios, and 
nutritionists – successful 
businesses depend not only on 
their front-line staff, but also on 
their support staff and external 
advisers.

For a team to succeed, all the 
different players need to be 
‘onside’ and work together with a 
shared vision, focus and purpose. 
The stakes can be high, but so are 
the rewards if you get it right.

On the ball
Retaining your best people and 
motivating them to work hard 
towards a common goal is a 
crucial element in the long-
term success of a business. One 
of the ways you might achieve 
this is by being more flexible 
about how employees do their 
jobs. In this issue of Shipshape 
we look at recent changes to 
employment legislation, which 
mean that all employees now 
have the right to request flexible 
working arrangements. For many 
employers this may be a great 
opportunity to rethink the whole 
way they run their business for 
the better.

Elsewhere, we look at a number 
of changes surrounding capital 
gains tax, some issues around the 
latest pensions shake-up and, 
following a landmark court 
ruling, there’s some comfort for 
landlords in situations where 
their tenants become insolvent. 

Tax avoidance continues to be 
a hot topic, so we look at some 
changes targeting money 
laundering and at tax information 
sharing agreements around the 
world, particularly between the 
UK and the US.

As they say, ‘there are no easy 
games’, and if things are not going 
to plan don’t forget ‘it’s a game of 
two halves’. Why not include 
Shipleys in your team? Enjoy the 
read.

Nothing’s 
gonna stop 
us now
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It remains to be seen whether those who have 
set money aside for their retirement will act 
responsibly in drawing it out of their pension 
scheme. In practice, it may be those who have 
underprovided who choose to aggressively 
draw their pension. After all, a small fund 
paying out over, say, 20 years in retirement 
might result in an extremely modest annual 
income. The temptation to live relatively well 
for a few years and then see whether the state 
will assist when the money runs out may be 
too much for some to resist.

Back to basics 
There are two broad categories of pension 
schemes – defined benefits (DB) and defined 
contributions (DC) schemes.

Defined benefits schemes
These used to be known as ‘final salary’ 
schemes, the pension is linked to the 
member’s final salary and their length of 
service with that employer. For example, 
someone with 40 years’ service in a ‘60ths’ 
scheme earning £120,000 on retirement would 
get an annual pension of 40/60 x £120,000 = 
£80,000. 

The contributions an employee is required 
to make normally have no bearing on the 

amount of the pension, although some 
schemes permit ‘additional voluntary 
contributions’ – effectively allowing extra 
years of service to be ‘bought’. For those who 
leave employment, rather then retire, for the 
purposes of calculating the final salary, their 
earnings on leaving are increased by an 
inflationary index.

The responsibility to fund the pension 
scheme lies with the employer and schemes 
are subject to regular actuarial review to make 
sure the overall fund is on track to be able to 
afford the future pension obligations. 
Adjustments are made to reflect changes in 
factors such as life expectancy and the fund’s 
performance. The obligation for any 
additional contributions is on the employer.

Many public sector pensions are DB 
schemes. However, for many Government 
employees, there is no ‘fund’ – pension 
payments are simply funded by future tax 
revenues.

These days very few private sector DB 
schemes remain open to new members. Many 
have been closed altogether, with the value of 
existing members’ accrued rights paid into a 
DC scheme in a lump sum.

Defined contributions schemes 
These were formerly known as money 
purchase arrangements. Contributions from 
both employer and employee are invested 
to build up a pension pot on retirement. The 
pensions investments often reflect the stage 
of the employee’s career with less risk taken in 
the run-up to retirement. 

Historically, everyone in a DC scheme was 
required to buy an annuity to access their 
pension. One of the numerous pension furores 
over the years was that many people did not 
realise they could buy their annuity from a 
different company from the one they paid 
their contributions to.

Comment and analysis

The tax issues
Pension contributions of up to £40,000 per 
annum are tax deductible. It doesn’t matter 
whether you’re a basic rate or a higher rate 
taxpayer, relief is given at your marginal rate.

For DC schemes, this covers both employer 
and employee contributions. However, this 
limit can be increased by any allowance 
unused in the previous three years (note the 
annual limit was £50,000 until 5 April 2014), 
provided the member was a in a registered 
pension scheme in that earlier year.

Employee contributions were usually paid 
net of basic rate tax. So, if you pay £400 per 
month, the pension provider reclaims £100 
from HMRC, the scheme ends up with £500 
and you need to claim higher rate tax relief in 
your tax return. However, salary sacrifice and 
net pay schemes, in which contributions are 
paid gross with marginal rate tax relief given 
automatically, are increasingly common. With 
very low investment returns at the moment, 
the tax relief is particularly valuable. The 
contribution limit applies to gross 
contributions. 

For DB schemes, the limit is applied 
differently. It looks at the increase in the value 
of the member’s accrued rights, and any 

excess over the limit is taxed. For example, the 
opening value for someone with 20 years’ 
service might be 20/60 x £81,000 (their salary) 
x 16 (the relevant multiple), i.e. £432,000. 
Increasing this by the consumer price index 
for a year, at say 3%, gives £444,960. If the 
employee’s pay has increased to £90,000, the 
closing value is 21/60 x £90,000 x 16 = 
£504,000. The difference of £59,040 exceeds 
the £40,000 limit by £19,040 – on which the 
employee is taxed. Employers’ contributions to 
DB schemes are normally tax-deductible.

Income and capital gains realised within 
the pension fund are generally tax-free. 

The lifetime allowance limits the 
maximum fund value an individual is allowed 
to accrue to £1.25m. 

The Budget changes
Historically, the barrier to increasing 
contributions has often been lack of access to 
the pension fund.

The main change in this year’s Budget – to 
take effect from 6 April next year – is to 
remove the restrictions on how pension 
benefits are paid to those in DC schemes. 
When you reach 55 (57 from 2028) you will be 
able to take up to 25% of your fund tax-free 
and draw the balance of the fund as income as 
you wish – even the whole lot in one year. The 
rules surrounding the requirement to 
purchase an annuity will no longer apply.

Clarification is expected on the options 
available to members of DB schemes, but 
public sector employees are not allowed to 
convert their pensions to DC schemes in order 
to choose what pension income to draw. 

Interim measures
A number of interim measures apply in the 
run-up to 6 April 2015 to allow those with 
smaller pensions or other sources of income to 
draw lump sums or increased pension income. 
The average fund value of DC pensions is 
around just £36,000 per person. So the new 
flexibility, allowing more efficient access and 
less administration, is welcome.

Is this good news?
If you have a larger fund, drawing all of it as 
income in one year may take you into higher 
tax rates, currently up to 45%. But if you 
extract smaller amounts each year it may be 
possible to remain within the basic rate (20%). 
Furthermore, a pension fund grows in a tax-
free environment; if you take money out, your 
personal investments are likely to be liable to 
income tax and capital gains tax.

People who carry on working past 
retirement age could simply allow their funds 
to grow untouched. Those in good health 
might choose to take an annuity much later in 
life, when it can be obtained more cheaply. 
The new rules allow people more flexibility to 
make decisions about their own money.

Many people who are closer to retirement 
are now considering maximising their 
pension contributions over the next few years 
to benefit from the tax deduction, but with a 
view to drawing this money back on or after 
retirement – either as part of a tax-free lump 
sum or as taxable income – albeit taxed at a 
lower rate post retirement.

Keeping an eye on performance
We are always amazed by how many 
people do not review their pension funds’ 
performance while they are making 
contributions. Whether or not you decide to 
take advantage of the new rules, your pension 
can represent a substantial portion of your 
financial security and so merits the same or 
even more attention as other savings and 
investments.

Although it claims to have simplified 
pensions, the Government has 
acknowledged that the rules and options 
are still complicated. It has said that  
FREE impartial guidance will be available 
from the Money Advice Service and  
The Pensions Advisory Service to help 
people understand their choices and 
make the right decision. Taking expert 
advice is always a good idea when it 
comes to pensions.

 
For further information, please speak to your 
usual Shipleys contact. 

The 2014 Budget may well 
be best remembered for 
the changes announced 
in relation to pension 
schemes; 13 million 
members of defined 
contribution schemes are 
set to benefit from the 
relaxation of the rules on 
what you can take out of 
your pension.Freedom 

and choice 
for your 
pension? 

    Jargon buster!

What is an annuity?
An annuity is an agreement to pay a 
regular pension income for the remainder 
of your life in return for a lump sum. If you 
die after only a short period you lose out, 
but conversely, if you live long beyond 
average life expectancy the insurance 
company ends up paying out far more 
than the lump sum it received.

Drawing your pension – tax-free cash
Both DB and DC schemes usually allow up to 25% of the 
fund valuation to be taken on retirement as tax-free cash 
– along with a lower monthly pension. Most DB schemes 
have their own rules on how the fund is valued for this 
purpose. In a DC scheme there is a 55% tax charge on 
any monies remaining on death, but these funds are not 
then subject to inheritance tax.
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Comment and analysis

Flexible working covers 
everything from job-sharing 
and working from home 
to flexitime and part-time 
working. It’s an attractive idea 
for employees who may find 
traditional office hours difficult 
to manage, and provides both 
challenges and opportunities 
for employers. 

According to a recent survey 
by the Institute of Leadership 
and Management, more than 
80% of managers believe that 
flexible working is beneficial to 
their business. When staff are 
respected and trusted to manage 
their job in their own way they 
often respond by working much 
harder. A number of studies 
have shown that flexible 
working arrangements can 
result in higher productivity and 
better retention rates.

The new rules
The Government has extended 
the right to request flexible 
working to cover all employees 
after 26 weeks’ service and 
removed the statutory procedure 
for considering requests. The 

old rules restricted the right to 
request flexible working to those 
with children under the age of 
17 (or 18 if the child is disabled) 
and certain carers. Employers 
now have a duty to consider all 
requests in a reasonable manner, 
but they have the right to refuse 
requests on business grounds. 

What should your business do?
No business wants to face an 
employment tribunal, so you 
need to be aware of the changes 
and make sure your procedures 
comply with the new rules 
and obligations, including 
understanding who has the 
right to request flexible working. 
There is useful guidance at 
www.acas.org.uk. 

It’s worth thinking about how 
your business could benefit from 
different working patterns. You 
may need to review policies and 
documents such as staff 
handbooks to make sure they 
reflect the new flexible working 
legislation.

It is important to consider 
each flexible working 
application on its own merits 

and you need a good business 
reason to refuse. You can’t make 
one set decision for all. 

The most popular request will 
probably be for working from 
home, so how will you manage 
this? Not trusting the person to 
work from home is not 
necessarily a good enough 
reason. All your decisions need 
to be fair and consistent, so be 
careful not to set the wrong 
precedent with the first few who 
might apply.

Don’t make the mistake of 
thinking that an employee 
doesn’t have any rights just 
because there is no contract in 
place. An employment tribunal 
would look at how that person is 
‘treated’, for example hours and 
pattern of work, and whether or 
not they are on the payroll. 

If you would like further 
guidance on any of these issues, 
please contact our HR consultant, 
Jane Eden on edenj@shipleys.
com 

The ultimate owners of 
companies and beneficiaries of 
trusts will need to be listed in 
public central registers, under 
proposed changes to European 
anti-money laundering rules.

The European Parliament has 
voted in favour of public 
beneficial ownership registers in 
EU countries in a bid to crack 
down on tax evasion and increase 

transparency. 
“Creating an EU-wide register 

of beneficial ownership will help 
to lift the veil of secrecy from 
offshore accounts and greatly aid 
the fight against money-
laundering and blatant tax 
evasion,” said Economic and 
Monetary Affairs Committee 
rapporteur Krisjanis Karins.

Anyone wishing to access this 

information would need to 
identify themselves, and several 
provisions have been inserted to 
protect data privacy and ensure 
that only a minimum amount of 
information is included in the 
register. So, for example, while 
registers would show who owns a 
particular trust, they would not 
reveal details of what is in the 
trust or its purpose.

Commercial landlords are in a 
stronger position in the event 
of a tenant becoming insolvent, 
following a recent Court of 
Appeal decision. 

Previously, at the point when a 
tenant entered administration, 
any rent payable quarterly in 
advance that was outstanding 
was wholly treated as part of the 
administration. This applied even 
though part of the period to 
which the rent related was after 
the administrator’s appointment, 
and even if the administrator 
used the property.

This is important because rent 
treated as part of the 
administration forms part of the 
company’s unpaid liabilities – 
much the same as any other 
normal creditor. So in practice, the 
landlord often didn’t get paid the 
rent for the whole quarter in 
which the administration 
occurred.

On the other hand, rent falling 
due after the administrator had 
been appointed was a post-
administration expense, provided 
that the administrators continue 
to trade from the property, even if 
they vacated in the same quarter. 
Expenses of an (or, “in”) 
administration rank before 
normal creditors and 
administrators can be personally 
liable for post-administration 
expenses, so these rarely go 
unpaid.

In recent years it had become 
fairly common for an 
administrator to be appointed on 

the day after the rent was due, 
effectively allowing the 
administrator the remainder of 
that quarter to try and sort the 
business out without having to 
pay any rent. Game Group is a 
notable example of this, and is the 
business involved in the Court of 
Appeal hearing. 

The new rules
The court held that rent relating 
to a period a property is occupied 
by an administrator should 
be treated as an expense in 
administration, and landlords 
should therefore expect to be 
paid in full for these periods. 
Any rent relating to a period 
prior to appointment of the 
administrator/liquidator will 
continue to form part of the 
administration/liquidation. 

By implication, if a tenant has 
paid rent in advance and an 
administrator/liquidator is 
appointed and does not use the 
property for the whole of the 
pre-paid rental period, then a 
refund of rent relating to the 
post-appointment period is likely 
to be sought, subject to any claim 
for dilapidations.

If you are a tenant or a landlord 
and you think you could be 
affected by these issues, please 
contact our corporate recovery 
specialists.

Anthony Davidson: davidsona@
shipleys.com or Steve Ryman: 
rymans@shipleys.com 
T 020 7766 8565

With almost every government 
around the world struggling to 
balance the fiscal books, tackling 
tax evasion and avoidance is 
high on the agenda. There has 
been a surge in agreements 
between countries forcing 
businesses and financial 
institutions to share tax 
information. Making people pay 
what they owe is seen by many 
as an easier way to boost coffers 
than upping tax rates, which 
may simply encourage people to 
go to greater lengths not to pay.

US crackdown
Back in 2010 the US passed 
the Foreign Account Tax 
Compliance Act (FATCA) as part 
of the US Hiring Incentives to 
Restore Employment Act. These 
measures aim to combat tax 
evasion by US tax residents 
using foreign accounts. In 
2012 the UK agreed to improve 
international tax compliance 
and implement FATCA. The 
legislation became part of 
UK law through the 2013 
Finance Act and is now being 
implemented.

What is FATCA?
The agreement imposes new 
and substantial burdens on UK 
financial institutions to identify 
US taxpayers, and to register and 
report information to HMRC to 
pass to the US tax authorities. 
Failure to meet these new 
reporting obligations would 
result in a 30% withholding 
tax and potentially penalties 
being payable by the financial 
institutions. 

It’s worth noting that the 
phrase ‘US tax residents’ is 
misleading. It’s more accurate to 

refer to those who are liable to 
US tax on their worldwide 
income and gains. They need 
not be actually resident in the 
USA.

Impact on trusts
It’s fairly easy to appreciate 
that a UK bank might need to 
register and pass on details 
about the interest and capital 
of US taxpayers. However, the 
legislation is wide-reaching 
and administrators and 
trustees of all UK-resident 
non-charitable trusts should 
consider whether they need to 
register, irrespective of whether 
or not they have any known US 
connections. 

Tackling tax avoidance around 
the world 
A number of other countries 
have also introduced new 
measures to tackle perceived 
tax avoidance. For example, 
the Israeli tax net extends to 
trustees of any trust with an 
Israeli resident beneficiary. At 
its most extreme, if the settlor 
and the settlor’s spouse are 
both deceased, and any Israeli 
resident is included in the class 
of beneficiaries – whether or not 
they are benefitting from the 
trust – the trust is automatically 
treated as Israeli resident. 
This means trustees must file 
returns in Israel and the trust is 
subject to full Israeli taxation on 
worldwide income and gains. 

In France, a remarkable new 
law requires trustees to register 
there if the settlor or any 
beneficiary is a French resident 
or the trust has assets in France. 
There are draconian penalties 
for non-compliance. 

Nowhere to  
hide from tax
UK businesses to share details of US taxpayers

A more flexible 
workforce?
All employees now have the right to request 
flexible working, following new rules that 
came into force on 30 June 2014.

Some common scenarios…

Going part-time
Marilyn has worked for 
the company for 27 
weeks. She works full-
time, has three children 
at school and has asked 
whether she can move 
to four days per week.

As Marilyn has 
more than 26 weeks’ 
continuous service she 
can submit a flexible 
working application. This 
should be considered 
and either agreed or 
refused if there is a good 
business reason (e.g. 
Marilyn’s workload is 
that of a full-time person 
and there is no-one to 
delegate the additional 
work to).

Working from 
home
Alex has worked for the 
company for a year and 
works full-time. He has 
no children, lives on his 
own and has asked if he 
can work from home one 
day a week.

Under the old rules 
Alex could not apply 
for flexible working to 
work from home one 
day a week. But now, 
his request needs to be 
considered and agreed 
or refused for good 
business reasons. 

Crumbs of comfort for landlords 
with insolvent tenants

Impact of the changes
Activities such as deliberately 
converting or disguising 
the true nature, source or 
ownership of property, whether 
in an EU member state or third 
country, would be treated as 
money laundering – as would 
participating in or facilitating 
such activities.

The draft rules would apply to 
banks and financial institutions, 
as well as auditors, lawyers, 

accountants, notaries, tax 
advisers, asset managers, trusts 
and real estate agents.

Casinos are included in the 
scope of the anti-money 
laundering draft rules. However, 
decisions on whether to exclude 
other low-risk gambling 
services, which do not pose a 
money laundering threat, have 
been left to individual member 
states. 

Comment and analysis

FATCA
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Changes to  
national insurance  
for entertainers
As of 6 April 2014, self-employed actors, singers, musicians or anyone 
in a similar performing genre will be treated as self-employed for 
national insurance purposes. This means they will now have to pay 
Class 2 and Class 4 NICs, instead of ‘employed earner’ Class 1 NICs, 
which were automatically deducted from pay. The new rules apply 
to any payments on or after 6 April, even if the original contract was 
entered into before that date.

Capital  
gains tax  
round-up

No more ‘flipping’
If you have more than one 
residence, only the gain on your 
main residence is exempt from 
capital gains tax (CGT). You can 
choose which property enjoys the 
exemption – popularly known as 
‘flipping’ – not just to cover the 
one with the largest gain and/
or soonest to be sold, but also 
to take advantage of the special 
rule relating to the final period 
of ownership. This extended the 
exemption to the last 36 months 
on a property which had been the 
main residence, even if this period 
overlapped with ownership of 
another property in relation to 
which the exemption had been 
claimed. However, this has now 
been reduced to 18 months and 
the ability to choose which of 
two or more homes enjoys the 
exemption is likely to be removed 
from April 2015. This is an 
unexpected consequence of the 
planned extension of CGT to non-
residents’ gains on UK residential 
property and those potentially 
affected will need to review the 
impact.

It’s important to note that a 
rented flat can be a main 
residence. Someone who owns a 
weekend country cottage but lives 
most of the week in a rented 

London flat would currently elect 
to treat the cottage as their main 
residence, as they wouldn’t make 
a capital gain on the flat. Without 
the election opportunity, a gain 
on selling the cottage would be 
taxable.

CGT and non-residents
Historically, non-UK residents 
were not generally subject to UK 
CGT even if the asset concerned 
was located in the UK. UK CGT 
would not usually be payable by 
a permanent non-UK resident 
realising a gain on the disposal 
of a flat or house in London, for 
example, even if it wasn’t their 
main residence. Properties subject 
to the ‘annual tax on enveloped 
dwellings’ (ATED) – which is 
broadly residential properties 
worth more than £2m on 1 April 
2012 owned by ‘non-natural 
persons’ – which took effect from 
6 April 2013, have also been liable 
to UK CGT from that date.

 HMRC is now consulting on 
plans to further extend the reach 
of CGT to include just about all UK 
residential property, regardless of 
the residence status of the owner. 
For further details of the new 
proposal visit www.shipleys.com/
resources/issues

More tax woes for partnerships
Partnerships were particularly targeted in 
this year’s Budget and may also be affected 
unexpectedly by a change made by the Finance 
Act 2013. The Act extended the occasions when a 
tax charge arises on a ‘close company’ making a 
loan to shareholders. It is possible – although it 
is not clear that HMRC takes the point – that this 
would apply to capital contributed as a member 
of an LLP by such a company if other members 
included a shareholder in the close company.

Reynolds masterpiece ruled  
CGT-free 
A Sir Joshua Reynolds masterpiece, which sold for £9.4m at 
Sotheby’s, has been ruled as ‘plant’ used to attract visitors to 
Castle Howard and therefore exempt from CGT.

For centuries, ‘Omai’ graced the walls of Castle Howard, one 
of Britain’s grandest stately homes. However, since it was sold by 
the executors of George Howard’s estate in 2001, it has been the 
subject of a tax tussle, with the authorities insisting that CGT was 
payable on the auction price. 

The executors argued that the painting was part of the running 
of the house and had attracted visitors to Castle Howard so 
should therefore be treated as plant and machinery.

The Royal Courts of Justice has ruled that no tax is payable 
on its sale, finding that the piece should be viewed as “functional 
apparatus” and a “wasting asset”. The court concluded that 
under the CGT legislation it was deemed to have become 
worthless 50 years after it was first put on public display at Castle 
Howard in the 1950s – even though its value has increased 
greatly since then.

This ruling should be noted by businesses that spend money 
on art or even on sophisticated lighting systems to showcase it, 
as they could be entitled to claim a sizeable tax refund.

VAT cornerTax briefs
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Broadcast news
VAT on broadcasting, telecoms and e-services: a reminder 
about important changes affecting EU service providers

Any business that makes 
intra-EU business-to-consumer 
(B2C) supplies of broadcasting, 
telecoms or e-services (BTE) needs 
to be aware of the new VAT rules 
that will come into effect on  
1 January 2015. This is part of an 
EU-wide change to the place of 
supply rules.

At the moment, a UK supplier 
making B2C supplies of BTE 
services charges UK VAT at 20% 
and accounts for the VAT to 
HMRC. From January 2015 VAT 
will have to be charged at the rate 
applicable in the customer’s 
country of residence and will be 
payable to the VAT authority of 
that country.

Affected businesses could, 
therefore, be faced with the 
unappetising prospect of 
registering for VAT in every EU 
country where they have 
customers – potentially up to 30 
VAT registrations. 

Fortunately there is an 
alternative option – a simplified 
VAT reporting and payment 
system known as “MOSS” 
(Mini-One-Stop-Shop).

MOSS will enable UK 
businesses to operate an EU-wide 
VAT registration administered by 
HMRC. It will still be necessary to 
charge VAT at the rate applicable 
in the customer’s country, but 
accounting and payment will be 
via HMRC.

MOSS registration will be 
available from October onwards 
but full details of how it will 
operate have not yet been made 
available, so it is difficult to know 
what system changes affected 
businesses will have to make. 

“ Affected businesses could, therefore, be 
faced with the unappetising prospect of 
registering for VAT in every EU country 
where they have customers – potentially up 
to 30 VAT registrations.”

Key features include  
the following:

•  VAT refunds – MOSS is a 
VAT reporting and payment 
mechanism only. It will not 
be possible to use it for the 
purpose of claiming back VAT 
on expenditure incurred in 
other EU countries. Any VAT 
incurred in other EU countries 
will have to be claimed via the 
normal VAT refund portal.

•  Intra-EU B2C – It will apply 
to intra-EU B2C supplies of 
BTE only. So domestic BTE 
transactions will still go on 
the normal VAT return, as 
will intra-EU B2B supplies 
of BTE services. It will not be 
possible to use it as a means of 
accounting for VAT on any non-
BTE services.

•  All or nothing – Use of MOSS 
is optional but it is an all or 
nothing option, i.e. you cannot 
use MOSS for some intra-EU 
B2C BTE transactions and report 
others via a VAT registration in 
another country.

•  Quarterly reporting period 
– The reporting period will be 
quarterly for periods ending 
March, June, September and 
December only. There will be 
no possibility of using other 
reporting periods or non-
standard periods.

•  Online filing – Returns will 
have to be filed online and 
will be due together with the 
related payment by the 20th of 
the following month.

•  Invoicing rules – The invoicing 
and penalty rules that will 
apply are those that relate 
to the customer’s country 
of residence. So, local advice 
regarding the invoicing 
requirement will be needed 
as some countries do require 
invoices to be issued for 
transactions of this type.

•  Currency – VAT reporting and 
payment in the UK will have to 
be done in sterling and if any 
currency conversion is required 
it must be done using the rate 
published by the European 

Central Bank on the last 
working day of the calendar 
quarter.

The European Commission is 
issuing most of the detail on 
how this will work and HMRC 
is making this available on its 
website: www.hmrc.gov.uk

Clarification has been provided 
on the following type of issues:

•  What rate of VAT to apply if 
BTE services are supplied at 
an internet cafe in the UK to 
an overseas visitor (UK VAT 
applies).

•  What evidence of business 
status is required (a valid VAT 
number).

•  What rate of VAT applies if 
the services are supplied via 
a mobile phone (based on the 
country code of the SIM card).

HMRC is publishing new 
information regularly. We are 
keeping an eye on the situation 
and will post significant changes 
on our website:  
www.shipleys.com
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Client Profile: A2Btransfers Shipleys news

Page 8

With experience of helping others 
to launch new travel companies, 
Renaldo Scheepers realised there was 
an increasing demand for tailor-made 
holidays among UK clients and agents 
looking for a simple way to put a value 
package together. 

So, in 2005, aged 24 and with 
funding of just £20,000, he set up 
A2Btransfers, providing individuals 
and travel agents with transfers from 
airports, harbours and resorts via taxi, 
minibus, coach, water taxi and even 
helicopter. Then in 2012 the company 
purchased Resorthoppa UK from 
Lowcostholidays, resulting in a group 
three times larger in terms of total 
transaction value and profitability. 
Renaldo says turnover is expected to 
hit £40m this year.

“The integration of the two 
businesses was challenging from 
many perspectives including 
migrating technology to the same 
platform, retaining synergies, keeping 
staff and ensuring communication 
with customers and suppliers. We set 
ourselves a target of 100 days to 
integrate the companies, which we 
achieved and we’re now the market 
leader in airport transfers worldwide.”

Going global
Based in West Byfleet and with more 
than 100 employees globally, Renaldo 

says the company is constantly 
striving to improve and develop its 
products and services and expand the 
range of destinations.

“We started off by only offering 
transfers outbound from the UK 
market, but in June 2013 we became a 
global business when we launched 
around the world. Our website is now 
available in 34 languages, giving us 
access to 60 markets. International 
bookings already account for 30% of 
our overall business.”

Resorthoppa, the arm of the 
business which serves individual 
customers direct, is currently 
undergoing a rebrand, which will be 
announced later this year. Also in 2013 
the company launched 
A2Btravelextras which supplies a 
range of UK airport hotels, UK airport 
lounges, UK airport parking and travel 
insurance to individuals and travel 
agents.
Discussing the secret to his success, 
Renaldo says, “I’m only as good as 
my management team. The key is to 
employ people smarter than you. My 
competitors may offer similar services, 
but the thing that makes my company 
better is the quality of my people.”

Working with Shipleys 
“Shipleys has greatly assisted us in 
a number of ways,” says Renaldo. “In 

2011 we were small enough not to 
require an audit, but that all changed 
in 2012. Shipleys did a great job on 
our first audit given that the two 
companies had joined together in the 
year. The accounting periods were 
of different lengths, the companies 
were on different commercial and 
accounting systems and A2Btransfers 
had not been audited before. 

“Shipleys has also helped us 
structure the company, removed risk 
from the business and provided us 
with sound tax advice. Shipleys acts 
quickly when we request assistance, 
which is important given the speed 
that we are trying to move at.”

The future
“Our long-term goal is simple – global 
domination,” says Renaldo. “We want 
to be the preferred supplier – the Coca 
Cola of airport transfers. We’ll do 
this by making sure we’ve addressed 
people’s anxieties around travel, 
including price, safety and reliability. 
Wherever they’re going in the world, 
we want people to think of us.”

www.a2btransfers.com

From A2B  
to global 
domination

“  Shipleys has also 
helped us 
structure the 
company, 
removed risk 
from the 
business and 
provided us with 
sound tax 
advice. Shipleys 
acts quickly 
when we request 
assistance, 
which is 
important given 
the speed that 
we are trying to 
move at.”

AGN International

AGN member focus: 

FiduciariaMega 
SA, Switzerland

With offices in Lugano and 
Chiasso, FiduciariaMega started 
in the late 1960s and now has 
some 70 members of staff. The 
firm’s services include accounting 
and management accounts, tax 
compliance, international tax advice 
and consultancy services on issues 
such as mergers and acquisitions 
and joint ventures, as well as 
trust accounting and real estate 
conveyancing services.

Its president, Riccardo Biaggi, has 
just succeeded our own Nancy 
Cruickshanks as chair of the board 
of AGN Europe. He is on AGN’s 
taxation task force and 
has been involved in 
the production of the 
annual tax surveys for 
a number of years.
www.fiduciariamega.
com

Get the facts on 
European tax
AGN International, the association 
of separate and independent 
accounting and consulting firms, 
of which Shipleys is a member, 
has published its annual surveys 
comparing the various tax rates 
and other useful data on individual 
countries across Europe. Available 
on the AGN website, the 2014 tax 
surveys cover parent companies, 
salary taxes, self-employment, 
corporate tax, social security, gift 
and inheritance tax and VAT.

These are valuable resources for 
anyone wishing to compare the tax 
situation in different European 
countries or wanting an overview 
on the relevant tax regimes.
www.agn-europe.org/tax/index.
html

Marathon effort
Congratulations to Shipleys’ 
audit manager Rob Wood, who 
completed the London Marathon 
in an impressive 3hrs 39mins, 
raising more than £2,000 for 
Breakthrough Breast 
Cancer. www.
justgiving.com/
robbo-wood

Charity tuck shop
Since March 2013 we’ve had a 
tuck shop in our London office, 
which gives all profits to charity. 
Run on an honesty basis, staff 
can help themselves to drinks 
and snacks from a stocked-up 
fridge. 

So far, we’ve donated £575 
for Matthew’s Friends – a charity 
close to our hearts, thanks to the 
support it gave former Shipleys 
senior manager Alison Maguire, 
whose daughter Niamh suffered 
from a mitochondrial disorder. 
For more information, search  
for Niamh at  
www.matthewsfriends.org

Staff snacking also raised 
money for last year’s Poppy 
Appeal, and the latest Marie 
Curie Great Daffodil Appeal. 
If you’re running a special 
fundraising appeal, 
please let us know 
and we’ll see if we 
can donate some 
tuck shop profits to 
your good cause.

Shipleys Alumni on 
LinkedIn
A reminder to former Shipleys 
staff about our Shipleys Alumni 
LinkedIn group. We’re always 
interested to hear what our old 
colleagues are up to and are 
looking for people to feature on 
this page, so please share your 
news with us and pass this on to 
those you’re still in touch with.

Shipleys App – coming 
soon
The Shipleys App is being built 
and will be released soon. 
Available free-of-charge from 
the App Store and 
Android Marketplace, 
it will contain tax rate 
information and some 
useful tools. Watch 
this space for more 
details.

Shipleys Business Club
The latest Shipleys Business 
Club good practice guide is now 
available on our website. It’s full 
of thought provoking tips and 
advice on planning and good 
time management. 
www.shipleys.com/godalming-
business-club

On yer bike!
In June, a team from Shipleys 
put down their spreadsheets 
and got on their bikes to cycle 
54 miles in the British Heart 
Foundation London To Brighton 
Bike Ride. Alex Eagle, Anthony 
Davidson, Brin Sawdon, Isla 
MacGillivray, Lauren Whiterod, 
Matt Brown, Mike Luckett, Rob 
Wood and Steve 
Joberns have raised 
more than £750 for 
the charity.  
www.justgiving.com/
ShipleysLDN2BRN2014

Started less than a decade ago, A2Btransfers has grown to 
become the market leader in airport transfers worldwide. 
Shipshape talks to CEO and founder Renaldo Scheepers.
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www.shipleys.com

Money matters

The UK’s major banks sold 
interest rate swaps, a type of 
interest rate hedging product 
(IRHP), to thousands of customers 
in the years before the financial 
crisis in theory to protect them 
against rising interest rates. 
But when interest rates fell, 
businesses with these products 
didn’t benefit from the decrease 
or had to pay ‘breakage’ fees on 
early repayment of the loan. 
These break costs were frequently 
not properly disclosed to 
borrowers and often ran into tens 
or even hundreds of thousands of 
pounds.

An investigation by the 
Financial Conduct Authority (FCA) 
found that many of these policies 
had been mis-sold to customers 
and told the banks to investigate 
and offer compensation to 
affected companies. The banks 
were given a deadline of 31 May 
2014 to review all sales of IRHPs 
made on or after 1 December 2001, 
although some banks failed to 
meet this deadline. 

The banks have set aside 
£3.75bn to cover potential claims, 
but by the end of May, only £1.1bn 
had been offered in payouts. The 
FCA reported in January that the 
average payout per case was 
£152,500. It also said that RBS had 
more claims under review than 
any other bank – 9,194 cases 

compared with 3,300 at Barclays, 
3,253 at HSBC and 1,771 at Lloyds.

Are you sophisticated?
Only “non-sophisticated” 
customers are covered by the 
review. Non-sophisticated 
customers are generally “small 
businesses that are unlikely 
to have possessed the specific 
expertise to understand the risks 
associated with these products” 
– at least in the opinion of the 
banks. A detailed flowchart on 
the FCA website explains the 
sophistication test. 

Customers classified as 
sophisticated will not have been 
automatically contacted by their 
bank and so will need to instigate 
a review.

Assessing redress
Assessing the redress due to 
companies is complex but 
it can result in a significant 
compensatory payment if they 
can show their bank did not 
comply with requirements.

The FCA found that “in a high 
proportion of sales, customers 
were not given sufficient 
information to enable them to 
understand the potential size of 
the break cost”.

The FCA states that there are 
generally three outcomes, as 
follows. 

•  Full redress – this applies where 
the customer would not have 
purchased an IRHP if the bank 
complied with the regulatory 
requirements. These customers 
would be entitled to exit from 
the IRHP at no charge, a refund 
of all payments and any break 
costs previously paid.

•  Alternative product – this applies 
where the customer would have 
purchased a different IRHP 
if the sale complied with the 
regulatory requirements. Redress 
will be the alternative product 
and a refund of any difference 
in payments, including the 
difference in any break costs 
previously paid.

•  No redress – this applies where 
the customer would still have 
bought the same product if the 
sale had complied with the 
regulatory requirements, or 
where the customer suffered no 
loss.

There is also the concept of 
‘consequential loss’. Some 
customers may have suffered 
additional losses including 
costs such as overdraft charges 
or additional borrowing costs. 
The complexity of calculating 
consequential loss has slowed-
down the review process. For 
those affected, Shipleys can help 
quantify the sums involved.

What to do if you might be 
affected:

•   Visit www.fca.org.uk for full 
details.

•  The banks are under time 
pressure to sort out these 
reviews and provide redress if 
appropriate, so get in touch with 
your bank as soon as possible. 

•  If you are a “non-sophisticated” 
customer you should have 
already heard from your bank. If 
you haven’t heard from them yet 
and you think you may have a 
claim, you need to contact them 
now.

•  If you think you have a case, 
collate all communication with 
the bank either by phone, email 
or letter in the lead-up to the 
sale. The bank will have its own 
file of key communications.

•  You may need further 
professional assistance to 
pursue your claim, but the sums 
involved can be enormous and 
some lawyers are linking their 
fees to the recompense received 
from the bank.

Please speak to your usual Shipleys 
contact if this will affect you.

Are you a 
victim of 
the swaps 
scandal?


