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New tax rules for 
buy-to-let landlords 
from April 2017

£7.20 
per hour 
National Living 
Wage from 
April 2016 

18-month 
opportunity 
to boost 
your pension

Changes to UK 
non-dom rules 

from 6 April 2017

In our consumer-savvy, 
information-overload, online age, 
working out what you really stand 
for as a business and ‘living your 
brand values’ are increasingly 
vital for success. 

While we all want to present 
ourselves in the best possible 
light, overly exaggerated claims 
about our strengths and abilities 
(or our emissions!) can undermine 
customers’ trust. People are drawn 
to authenticity and can usually 
spot an unsubstantiated claim at 
50 paces, hence the attraction of 
the “it does exactly what it says 
on the tin” approach. 

Clear messaging and straight-
talking from the outset is the way 
to go if you want to foster 
enduring business relationships. 
Much better than pretending 
you’re something you’re not, as in 
the long run you’ll probably get 
found out. In business, as in our 
personal lives, we might benefit 
from moments of quiet, self-
reflection.

Sometimes what you see 
really is what you get

Lay your cards on the table
There are some clear parallels 
between this climate of honesty 
in the business world and our 
yearning for greater authenticity 
from our politicians. This may 
go some way to explaining the 
recent rise of Jeremy Corbyn to 
the Labour leadership. While 
not everyone will agree with 
his politics or worldview, an 
apparently authentic and 
transparent approach – not a trait 
for which politicians are typically 
known – has clearly caught the 
mood of at least some of the 
population. 

On the other side of the 
political divide, the Government 
has made clear its intention to 
move away from the status quo in 
which many workers depend on 
state benefits to top up their 
income to make ends meet. As 
part of this effort, the minimum 
hourly wage is to be increased to 
£7.20 and rebadged as the ‘living 
wage’ from April next year. 

Of course, some employers will 
view this as a burden. But 
another, more positive, way to 
look at it is that the benefits 
system is funded by taxation one 
way or another, and redistribution 
via benefits involves considerable 

administration and is very 
inefficient. The thinking behind 
this new national living wage is 
that it’s far better to raise wages 
up to the point where tax bites so 
that fewer people rely on the 
state. This is all very well in 
theory, but how will it affect your 
business? This is one issue 
examined in this edition of 
Shipshape.

The only way is up – or is it down 
and back up again?
In our Mind Your Own 
Business column we discuss 
the importance of recognising 
where your business is in its 
development, how your sector 
is doing and your position in 
relation to the overall economy. 
There is still much debate about 
whether this economic cycle is ‘V’ 
or ‘W’ shaped and where we are in 
that cycle. 

The initial period after coming 
out of recession is usually ripe 
with opportunities to win new 
business. It’s a time when the 
buying decision process can be 
very quick, and once suppliers are 
chosen, many businesses will 
stick with them for the long-term. 
To capitalise on this when 
planning for growth and 
investing for long-term value, it’s 
important to actively look for new 
customers and make sure you’re 
ready for them once they arrive.

History tells us that a 
significant number of employees 
will look around for a new job as 
we emerge from a recession. With 
intense competition for the best 
people, businesses can struggle 
with recruitment and retention. 
Certainly here at Shipleys we are 

investing in our people to ensure 
that we have the ‘right’ number 
doing the ‘right’ thing, and that 
they have the ‘right’ skills. It’s not 
just good for the firm but good for 
people’s careers and, of course, our 
clients.

Wind of change
There’s plenty of change on the 
horizon, not least for business 
owners and the way that they 
structure their income. New 
dividend tax rates start from April 
next year, so if you own a business 
it’s important to take action soon 
and reassess the best way forward 
for you. The FRS 102 accounting 
standard is being rolled out from 
31 December and will mean major 
change for many companies too. 
Plus there’s the new single-tier 
flat-rate state pension coming in 
from April 2016. We look at all of 
this and more in this issue. Enjoy 
the read.
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Comment and analysis

In the summer Budget the Government announced plans to invest 
an additional £800m in HMRC to intensify the crackdown on tax 
avoidance and evasion, with a particular focus on non-compliant 
wealthy individuals, SMEs and offshore investors.

HMRC already uses a sophisticated and powerful computer 
system called Connect to help identify ‘risks’ on tax returns. 
Connect matches information from a wide range of third parties 
such as banks, local Government, hospitals, the Land Registry and 
even social media. Tax inspectors can quickly see what you have 
been up to all in one place!

Furthermore, HMRC is now looking to gather data from 
businesses that process credit and debit card transactions. Its 
powers may also be extended to gain access to information held by 
electronic payment providers and online intermediaries, such as 
booking and reservation companies.

New HMRC debt recovery powers 
As part of the drive to reduce tax evasion and avoidance, HMRC  
may soon have the power to recover unpaid tax directly from 
people’s bank accounts following proposals laid out in the summer 
Finance Bill.

Our fee protection service 
With the increased risk of enquiries by HMRC and introduction 
of a harsher penalty regime, we offer our clients a fee protection 
service. Close scrutiny from the tax office can be time-consuming 
and costly, in terms of both tax and professional fees.

Therefore, it may be worth considering our fee protection 
service designed to cover clients in the event of a tax enquiry. 

If you sign up to this service Shipleys will deal with any 
HMRC enquiries on your behalf for a fixed annual fee, rather 
than charging on the normal basis of our time spent. 

Please visit www.shipleys.com/fps or speak to your usual 
Shipleys contact if you would like more information.

Big Brother  
is watching

The new national living wage – a reminder to employers
In a surprise move, Chancellor George Osborne announced a new 
national living wage (NLW) in his post-election Budget. This is 
mandatory for all businesses.

From April next year, all working people aged 25 and over will be 
entitled to receive the NLW. And, just like the national minimum wage, 
they won’t be able to waive their statutory right to the NLW or agree to 
receive other benefits instead. 

The NLW will be introduced in stages, with the initial hourly rate 
set at £7.20 and expected to reach at least £9.00 by 2020.

The good news is that corporation tax is being cut by 2%, which will 
offset some of the anticipated impact on profits. Employers will receive 
extra help in the form of a 50% increase in the new Employment 
Allowance (which is a credit against the employer’s NIC liability) to 
£3,000 per annum. 

More pension changes afoot  
Time to look at your  
retirement finances again
Tax relief for contributions
Tax relief is normally available at your marginal tax rate for pension 
contributions up to £40,000 per annum (plus any unused relief 
brought forward). If you’ve already accessed your pension you may 
be limited to £10,000 annual contributions.

From 6 April 2016, if your income for a tax year is over £150,000, 
that year’s pension contribution allowance will be reduced by £1 for 
every £2 of ‘excess’ income, down to a minimum allowance of 
£10,000 if your income exceeds £210,000.

If you make your own contributions you will be in the same 
position as someone whose employer contributes on their behalf,  
as the definition of income for this purpose – ‘adjusted income’ – 
includes employers’ pension contributions.

To help pension scheme administrators the restriction will be 
subject to an income floor of £110,000, known as threshold income. 
Individuals with threshold income of £110,000 or less cannot be 
subject to the restriction regardless of the level of their adjusted 
income.

Aligning pension and tax years
A pension input period (PIP) is the period over which pensions 
savings are measured – and to which the limits have applied – 
historically not necessarily a tax year. From 6 April 2016 the PIP for 
all pension schemes is to be aligned with the tax year to make it 
easier to understand which contributions relate to each tax year. 

One complication is that 2015/16 is split into two contribution 
periods – the first from 6 April to 8 July 2015, and the second from  
9 July 2015 to 5 April 2016. You can pay up to £40,000 in each period, 
so potentially £80,000 in 2015/16, but only up to £40,000 of unused 
allowance can be carried forward from 2015/16 to 2016/17. 

£7.20
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FRS 102: a major change to UK accounting standards 
The UK’s accounting standards are in the process of a big change. 
Different accounting standards apply to companies and firms, 
depending on their size and other criteria. Entities which are now not 
classified as small and not required to report under full international 
standards, currently report under a swathe of Financial Reporting 
Standards. These entities must soon report under one new standard: 
FRS 102. 

When does it come into play?
Entities which are required to report under FRS 102 will be required 
to do so for accounting periods beginning on or after 1 January 2015. 
Unless you are having a short period in 2015, the accounts to  
31 December 2015 will be the first ones under FRS 102.

What if I am a small company?
If your company is classified as ‘small’, you can opt in to the new rules, 
should you wish, and apply a reduced disclosure version of FRS 102. 
Alternatively, it can remain under the Financial Reporting Standard for 
Smaller Entities (FRSSE). The current version is FRSSE 2008, but the new 
FRSSE 2015 will run alongside the implementation of FRS 102, and so it 
applies for periods beginning on or after 1 January 2015. 

There are very few changes between FRSSE 2008 and FRSSE 2015, 
although FRSSE 2015 is envisaged to last for only one year, after which 
small companies will report under the reduced disclosure version of 
FRS 102. 

What are the changes?
While your accounts will not look significantly different, there are a 
number of changes to the way in which certain things are accounted 
for. This is not a comprehensive list, but if your business has any of the 
following items, it may be affected:
• operating leases (including rent)
• intercompany / other loans
• items giving rise to deferred tax
• employee holiday days carried forward
• financial instruments, such as derivatives
• investments in group companies, associates or joint ventures
• investment property
• tangible fixed assets
• intangible fixed assets
• hedged transactions.

Find out more
For more information and summary of the key changes, 
visit www.shipleys.com/resources/issue/frs-102

FRS 102 may affect your profits and tax, so it’s 
important to consider the impact it will have on 
your business. Please speak to your usual Shipleys 
contact for further help.

Most business owners understand 
the importance of taking time 
out to work on their business and 
not just in it – in other words, 
looking at the big picture, rather 
than getting bogged down in 
operational matters.

When you’re taking stock of your 
business, it’s useful to understand 
exactly where you are in your 
business’s lifecycle. We all know 
that new businesses face many 
challenges and a significant 
proportion fail in the early years. 

There are often difficult 
decisions to be made about 
investing in the business’s 
long-term future to get through 
the first ‘wall’. Commitment to 
premises is perhaps the most 
common example.

Having got through the 
start-up phase, many businesses 
enjoy good times with some 
payback for the initial investment 
and hard work. But after a while 
owners can start to feel frustrated, 
increasingly stressed and may 
enter a phase of disillusionment. 
And the numbers might not 
continue to look so good.

In many ways it’s like facing a 
second wall. Some will break 
through to a further period of 
enhanced growth – typically 
where real business value is 
created. But others will plateau or 
even go into decline.

Getting it ‘right’
It’s always critical to have the 
right number of people with the 
right skills doing the right thing, 
and to offer the right products or 
services with the right processes 
for reaching and selling to 
customers – whatever ‘right’ 
means! You might then need 

to look at the business culture, 
growth strategy and plans to 
maximise equity value to break 
through the ‘second wall’ or drive 
enhanced growth.

Where are we now?
The overall state of the economy, 
as well as the relative health of 
the sector in which you operate, 
needs to be carefully monitored. 
As we come out of a recession, 
businesses that have been 
focusing on internal efficiencies 
to stay afloat, often suddenly start 
to spend on staff, new equipment, 
raw materials and the like. During 
this phase, buying decisions are 
often made far more quickly than 
at other times, and suppliers 
who win new business and forge 
relationships at this point can be 
well placed to enjoy long-term 
benefits.

At one of our recent business 
breakfast meetings we asked 
participants for their views on 
where we are in the economic 
cycle, and whether they thought 
the recession that hit in 2008/9 
will prove to be ‘V’ or ‘W’ shaped, 
and where we currently sit. Most 
participants thought that we are 
climbing out of a V, but some 
believe we’re in the middle of a W, 
or near the bottom of the second 
trough, with a period of 
uncertainty ahead before we 
enter a phase of significant 
growth.

Whatever the situation for your 
particular industry or your region, 
it’s important to take a step back 
and consider the likely impact 
and outlook for your business. A 
bit of forward planning can help 
you be a frontrunner and reap the 
rewards.

1 January 2015 
FRS 102 

takes effect

of people find 
politics too 
complicated 
to understand

maximum state 
pension expected 
for 2016/17

New accounting rules

Keeping an eye on 
 the big picture

Mind your own business
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Comment and analysis

Dividends vs salaries and bonuses
All change for 
profit extraction 
from April 2016?

All limited company 
owner-managers 
should regularly 
review how best 
to structure their 
income – whether 
by salary, bonus or 
dividends. Changing 
tax rates, fluctuating 
incomes from year 
to year, and the year 
in which income is 
taken can all affect 
how much tax you 
pay and when you 
have to pay it. 

Big changes to dividend rates 
announced in the summer 2015 
Budget, which take effect from 
April 2016, mean that many 
companies must review their 
current strategy or at the very 
least understand how the changes 
will affect their shareholders.

Where do I begin?
It’s important to appreciate that 
salaries, bonuses, benefits-in-
kind and so on are expenses of 
the business and are deducted in 
calculating the corporate profits 
subject to taxation. On the other 
hand, dividends are a distribution 
of profit, so no deduction for them 
is allowed when working out your 
corporation tax liability.

A company that makes a profit 
and which decides to declare 
dividends will have a corporation 
tax liability to be taken into 

account when deciding the level 
of dividend to pay. Companies are 
only allowed to declare dividends 
that are covered by their 
distributable reserves. Broadly 
speaking, this means 
undistributed accumulated 
profits.

To establish the most tax 
efficient structure for your 
income, you need to take into 
account corporation tax, National 
Insurance Contributions (NIC) (for 
both the employer and employee) 
and income tax. Start with the 
company’s profit and work 
through the options, in each case 
establishing the net after tax 
income for employee/shareholder. 
It can be useful to consider more 
than one tax year.

Salaries and bonuses
Payroll costs, such as salaries and 
bonuses, are generally liable to 
NICs. Employer contributions 
are 13.8% of an employee’s gross 
salary in excess of the secondary 
threshold (£8,112 for 2015/16) 
without any upper limit. There 
are also contributions from 
employees, which are generally 
12% of earnings between £8,060 
and £42,385, and 2% on any excess.

If the whole of the profit liable 
to corporation tax is spent on 
bonuses and NICs, there will not 
be any corporation tax to pay. The 
corporate tax rate is currently 
20%, while just five years ago the 
main rate of corporation tax  
was 28%.

Dividends
Up until 5 April 2016, dividends 
are treated as being received net 
of a 10% ‘notional’ tax credit – 
one-ninth of the actual dividend 
received. It’s considered notional 
because it’s not actually paid 
by the company declaring the 
dividend.

Gross dividends that fall 
within a taxpayer’s 20% rate band 
are not subject to further taxation. 
Dividends that fall within the 
40% higher rate band are taxed at 
32.5% with a credit given for the 
notional tax, meaning that the 
higher rate tax is effectively 25% 
of the net dividend. Additional 
rate taxpayers (those paying at 
45%) currently pay tax on the 
deemed gross dividend at 37.5%, 
resulting in an effective rate on 
the net dividend of 30.56%.

From 6 April 2016, the notional 

Basic rate tax payer Higher rate tax payer Additional rate tax payer

2015/16 2016/17 2015/16 2016/17 2015/16 2016/17

£ £ £ £ £ £

Cash dividend* 80 80 80 80 80 80

Notional tax credit 8.89 0 8.89 0 8.89 0

Gross dividend 88.89 80.00 88.89 80.00 88.89 80.00

Tax rate 10.00% 7.50% 32.50% 32.50% 37.50% 38.10%

Tax 8.89 6.00 28.89 26.00 33.33 30.48

Less: Tax credit −8.89 0.00 −8.89 0.00 −8.89 0.00

Additional tax payable 0.00 6.00 20.00 26.00 24.44 30.48

Overall net to individual 80.00 74.00 60.00 54.00 55.56 49.52

Effective rate on cash dividend 0.00% 7.50% 25.00% 32.50% 30.56% 38.10%

Figure 1: New dividend rates *In excess of the £5,000 tax free dividend allowance 
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Dividends vs salaries and bonuses

tax credit will be abolished and 
new tax rates will apply to the 
cash dividend: 7.5% for basic rate 
taxpayers, 32.5% for basic rate 
taxpayers and 38.1% for additional 
rate taxpayers. These rates apply 
to the net dividend with no credit 
for any notional tax (see Figure 1).

Working out the best structure 
While it’s often useful to work 
through the detailed numbers 
that apply in your circumstances, 
in most cases, if salaries or 
bonuses are paid, the extra 
income tax when combined with 
the NICs liability (both employer 
and employee) is more than the 
corporation tax saving. 

Figure 2 compares payment of 
£100 of corporate profits for 
2015/16 by salary/bonus with 
payment by a dividend, and goes 
on to show the dividend position 
for 2016/17.
Although dividends are still often 
best, some would argue that by 
changing the tax treatment of 
dividends, the end result is similar 
to making private company 
dividends subject to NICs. This has 
been a favourite topic of many 
Budget speculators for a good ten 
years! 

While dividends still look 
attractive the advantage may not 
be enough to determine the 
overall decision.

If you only receive modest dividend income 
on your investments and your other income is 
subject to PAYE, then this change could mean 
that you won’t have to file a tax return in future. 

Figure 2: Comparative treatment of £100 of corporate profit

Consider the bigger picture
These new rules apply to all 
types of companies – not just to 
unquoted companies. To mitigate 
the impact on normal investors 
who receive dividends on typical 
share portfolios, dividend income 
of up to £5,000 will be exempt 
from the new dividend tax 
charge. On a generous 5% yield 
this equates to shares worth 
£100,000. If you only receive 
modest dividend income on 
your investments and your other 
income is subject to PAYE, then 
this change could mean that you 
won’t have to file a tax return in 
future. 

Net income is not the only 
factor to consider. For example, it 
can make sense for owners to pay 
themselves a salary so that the 
year counts for the purposes of 
the state pension (see Money 

Matters on the back page for 
details about forthcoming 
changes to the state pension). 
There are also complications 
around pension contributions and 
when the company uses a 
property owned by its 
shareholders.

Plan ahead
It’s important to have a clear 
understanding of the impact 
of the new rules and to plan 
accordingly. It might be possible 
to pay interest to those who have 
lent a company money, for family 
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member shareholders to receive 
dividends to take advantage of 
the 7.5% rate as opposed to 32.5%, 
or for dividends to be declared 
and paid before 6 April 2016. The 
overall impact could be significant 
and may require budgets and 
plans to be updated. 

(Assumes 40% taxpayer 
and employee’s NIC at 2%)
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Landlords who receive rental income on residential 
property and incur finance costs (such as mortgage 
interest) currently usually get full tax relief on these 
expenses at their marginal rate of income tax.

The interest cost is deducted in calculating the rental 
profit. Phased in from April 2017 over four years, this 
deduction will be restricted and replaced by a basic rate 
credit (20%). This, and its effect on a landlord liable to tax 
at 40% paying interest of £10,000 per annum, is shown in 
the table below.

 This new method may have unexpected consequences, 
for example it could reduce your personal allowance and 
pension annual allowance or mean you have to pay tax on 
child benefits.

Wear and tear 
Currently a landlord of a furnished property can deduct 
10% of rent as a wear and tear allowance. From April 
2016 this will be replaced by a deduction for the cost of 
replacing specific items, available to landlords of furnished 
and unfurnished residential property. The relief will apply 
to the net cost of replacing furniture, carpets, curtains, 
linen, crockery, cutlery, televisions, white goods etc, but it 
excludes any element of improvement. 

Tax 
amnesty 
window 
closing

Time called on 
the Liechtenstein 
Disclosure Facility
The rather obscure-sounding 
Liechtenstein Disclosure Facility 
(LDF) is a useful option for people 
with previously overlooked 
overseas assets to declare them to 
HMRC without onerous penalties, 
but it’s closing on 31 December 
2015.

To use the LDF, taxpayers need 
to establish a connection to 
Liechtenstein (there are 
guidelines on this). The benefits  
of the LDF are:

•  guaranteed immunity from 
prosecution for tax related 
matters

•  limitation of tax liabilities to 
the period from 6 April 1999, 
rather than the normal 20 years 
including inheritance tax which 
normally has no limitation if 
avoided deliberately

•  if beneficial, a composite rate of 
tax (CRO); and a capped penalty 
of 10% (up to 5 April 2009) or 
20% (from 6 April 2009).  

Although the current LDF will 
close to new registrations on 31 
December 2015, one final facility 
will run between 2016 and 2017. 
But it will not offer immunity 
from prosecution, the penalties 
will be at least 30% of the tax 
owed and it is unlikely to offer  
a CRO.

Act quickly
If you’re considering using the 
LDF you need to act quickly to get 
your registration to HMRC before 
31 December 2015. Please speak to 
your usual Shipleys contact for 
further information.

Tax briefs

Page 6 

Gift aid declarations 
HMRC is to issue a revised model 
declaration, incorporating wording which, 
it is understood, must be followed from 6 
April 2016. The wording does not reflect 
a change in the law, merely that HMRC’s 
previous guidance was incorrect.

Overseas 
succession  
laws

In the past, Britons with property abroad 
have often found that their freedom to 
dispose of it on death is limited by local 
succession laws. Since 17 August 2015, a new 
EU regulation (known as ‘Brussels IV’) will 
help to minimise such problems.

Courts of the member state in which the 
deceased was habitually resident at the 
time of death now have jurisdiction to rule 
on the succession as a whole. However, it 
gets complicated if the deceased’s habitual 
residence was outside the EU. 

‘Habitual residence’ may be overridden  
if the testator designates the law of the state 
whose nationality the deceased possessed.
Although the UK hasn’t opted into this 
regulation, EU member states that have 
opted in will act – in relation to property in 
their country – as though it has.

Company ownership register 
postponed 
The new requirement for companies to 
keep a register of ‘people with significant 
control’ (PSC) has been delayed until April 
2016. The corresponding obligation to 
report PSCs to Companies House has been 
postponed until 30 June 2016. 
For more information, visit: www.step.org/
news/uk-company-ownership-register-
postponed-until-next-june-0

Year
Proportion of finance 

costs
Value of 
relief/tax 
saved £that reduce 

income
with basic  
rate credit

2016/17 100% – 4,000
2017/18 75% 25% 3,500
2018/19 50% 50% 3,000
2019/20 25% 75% 2,500
2020/21 0% 100% 2,000

Squeeze on buy-
to-let landlords
Changes to the tax rules on letting 
residential property to be phased in 
from April 2017.
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The summer Budget proposed 
major changes to the rules for 
non-UK domiciled individuals. 
From 6 April 2017, anyone who 
has been a UK resident for 15 of 
the last 20 years will no longer 
qualify for non-dom status and 
will be deemed UK domiciled for 
income tax, capital gains tax and 
inheritance tax (IHT) purposes. 

For IHT this is a change from 
the current rule under which a 
non-dom is deemed UK domiciled 
if they have been UK resident for 
at least 17 of the last 20 tax years. 
However, double tax treaties may 
apply and could have an impact 
on this.

In addition, anyone born in the 
UK with a UK domicile of origin 
who has acquired a new domicile 
elsewhere will be deemed 
domiciled in the UK if they 
become UK resident.

The Government also proposes 
that UK residential property 
indirectly held by non-doms 
through offshore vehicles will be 
subject to UK IHT from April 2017. 
Deemed domicile status will 
continue for five tax years after 
the non-dom ceases to be UK 
resident. The Government will 
consult on the effect of this on the 
existing position for IHT and on 
other aspects of the proposals.

Sweeping 
reforms to 
non-dom 

rules 

VAT corner
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Good news in the world of VAT seems to be a 
rare phenomenon these days but Littlewoods’ 
recent success in the courts may benefit 
everyone.

The question considered by the court which 
was relatively simple but, on the face of it, 
doomed to fail, was as follows: where a 
taxpayer is due a refund that has arisen 
because of a mistake made by HMRC should 
the interest due to the taxpayer be simple 
interest or compound interest?

The case appeared to be a lost cause 
because VAT law is clear – only simple interest 
is due.

Nevertheless Littlewoods argued that 
simple interest did not represent full 
commercial restitution and so far the courts 
have agreed. HMRC does not agree and has 
sought leave to appeal to the Supreme Court.

In the meantime any business that has 
been paid simple interest on refunds received 
in the past may want to revisit these and lodge 
claims for compound interest.

Penalties
The VAT penalty regime underwent a 
makeover after the merger of Customs 
& Excise and the Inland Revenue. The 
intention was to introduce a penalty regime 
that encouraged compliant behaviour 
and penalised those who were careless or 
fraudulent. Those who take “reasonable care” 
but nevertheless make a mistake are not 
supposed to be penalised.

The difficulty so far has been persuading 
HMRC that reasonable care has been taken. 
Two recent cases demonstrate how difficult 
this can be.

In one case the taxpayer used a spreadsheet 
to calculate his VAT, and for three consecutive 
quarters failed to notice that the column 
totals were only picking up one month rather 
than all three. He had reviewed the overall 
result in each case and concluded that the 
figures looked reasonable. But he was held to 
have been careless and incurred a penalty.

The second case concerned the Flat Rate 
Scheme (FRS) which works by calculating the 
net VAT due by applying the relevant FRS 
percentage to VAT inclusive turnover. In this 
instance the taxpayer had used VAT exclusive 
turnover, which meant he had paid too little.

The calculation method is clearly described 
in the FRS VAT Notice but the taxpayer had not 
read all of it and as a result was held to have 
been careless.

In the end he had a lucky escape because he 
had always done things that way and his 
calculation method had been looked at before 
by HMRC and the mistake had not been 
picked up.

The message is clear – if there is a VAT 
leaflet relevant to your situation you have to 
read all of it!

Interest on refunds: 

Good  
news!



Shipshape Autumn 2015Page 8

Client profile: Union VFX

Being part of the 
creative team for the 
London 2012 Olympics 
Opening Ceremony 
sequence featuring 
James Bond and The 
Queen was a highlight 
for visual-effects 
facility Union VFX. 
Co-founder Tim Caplan 
chats to Shipshape 
about how Union’s role 
as a boutique studio is 
developing all the time.

The magic
behind the
movies

Union was set up in 2008 by 
Adam Gascoyne and Tim Caplan 
to provide a creative service for 
feature film and TV productions. 
Based in London’s Soho, the 
studio was founded on a culture 
of “originality, innovation and 
collaboration”.

Adam and Tim had worked 
together in the early 1990s before 
going their separate ways to other 
facilities for a few years. Then in 
2008 they decided to pool their 
experience and set up Union. 

“We’ve always generally agreed 
on how things should be run 
internally as an employer of 
creative talent and externally as a 
creative service provider for film 
and TV productions,” says Tim.

Union regularly works with a 
number of the world’s top 
filmmakers. Several feature films 
on their showreel have achieved 
widespread critical acclaim such 
as The Theory of Everything and 
Philomena. In this year’s London 
Film Festival, Union has four films 
showing, including the opening 
and closing night films 
Suffragette and Steve Jobs.

But Tim says their highlight to 
date was being part of Danny 
Boyle’s creative team for the 
London 2012 Olympics Opening 
Ceremony. “We were heavily 
involved in making the short 
films, including the James Bond 
and The Queen’s arrival 
sequence.”

Dividing up responsibilities
As VFX supervisor, Adam 

discusses and plans the creative 
aspects with the film director, 
while Tim deals with producers 
on the financial side. 

“It’s a good cop, bad cop 
routine,” explains Tim. “There is 
crossover but we try to keep it 
separate. I think it works better 
that way for us and the client.”

 “With regards to running the 
business, having two of us to 
balance out the anxieties really 
helps,” says Tim. “We’ve learnt to 
trust our instincts and even if 
sometimes we start from a 
different place we invariably 
reach agreement once we’ve 
talked it through.”

An evolving role
The company has “enjoyed steady 
growth” over the last seven years, 
although it has faced challenges 
at every stage. The biggest 
decision to date was moving into 
new offices three times the size 
of their original studio capacity. 
Although worried they might 
not get enough work to justify it, 
they filled the space almost from 
day one and have been busy ever 
since. In fact, Tim says they may 
need an even bigger space soon, 
which may enable them to branch 
into other related markets. 

“Filmmaking is a hugely 
collaborative process. Our role is 
expanding all the time and now 
ranges from planning shoots and 
problem-solving, to working 
responsibly with budgets and 
providing a dedicated team of 
artists in the post-production 

phase. We’ve established a niche 
as a creatively driven VFX studio 
with a reputation for imaginative 
solutions and quick turnarounds.”

Taking on the global VFX market
“The bigger VFX facilities have 
studios all over the world to take 
advantage of territories that offer 
generous production tax credits,” 
explains Tim. “Flexibility and 
collaboration are increasingly in 
demand, which works in favour of 
the smaller VFX companies, as we 
tend to be more agile, accessible 
and reactive than the bigger 
set-ups. The UK has generous tax 
incentives too.”

A helping hand from Shipleys
Shipleys works with Union on 
a range of issues. “We regularly 
meet with Simon Robinson,” says 
Tim. “He’s helped us understand 
the business side of things at each 
stage. He’s a great sounding board 
and really helps us feel confident 
in making the important 
decisions.”

 “Shipleys is always accessible 
– they’re just around the corner 
and react quickly to any 
questions. They’re also very good 
at advising us on where to look for 
external help – such as HR 
services, pensions, property and 
leases.”
www.unionvfx.com
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Shipleys news

Where are they now?
Alan Collett joined Shipleys (then AGN Shipleys) 
in 1984 and left the firm after seven years when 
he was an audit manager to join another Shipleys 
alumnus Francis Hughes in a partnership. 

Alan moved to Melbourne with his family in 2001 
and is currently owner and managing director of Go 
Matilda Limited and a principal in GM Tax. Qualified 
in UK and Australian tax and Australian migration 

law, he spends time in the UK, Australia and South East 
Asia advising clients on visas and tax planning.

On 24 June this year, just before 4am, Alan and 
four teammates took on a different type of ‘migration’ 
challenge – swimming the English Channel. In 14.5°C 
water, his relay team ‘Aussie Crawl’ swam 51km in just 
over 12 hours wearing only their swimming costumes, 
hats and goggles. 

See Alan in action on YouTube: https://www.youtube.
com/watch?v=R_GdS6XIgwc

“  Flexibility and 
collaboration 
are increasingly 
in demand, 
which works in 
favour of the 
smaller VFX 
companies, as 
we tend to be 
more agile, 
accessible and 
reactive than the 
bigger set-ups. 
The UK has 
generous tax 
incentives too.”

 Tim Caplan,  
 Union VFX

AGN member focus 

Ecomentor, 
Denmark
Danish AGN member, Ecomentor, 
has around 20 members of 
staff at its office in Lyngby, less 
than 10 miles from the centre of 
Copenhagen.

Led by managing partner Sten 
Glarkrog, the firm provides audit, 
accounting and tax services to 
small and medium-sized 
businesses in the greater 
Copenhagen area, with a 
particular focus on owner-
managed businesses within the 
healthcare and IT-business 
sectors.

With high standards of quality, 
professional competence and 
ethics forming the backbone of 
Ecomentor’s philosophy, it 
provides clients with a 
dependable, dedicated service. 
Combined with their 
comprehensive knowledge of the 
Danish business sector, the team 
offers a proactive, flexible and 
tolerant approach to help achieve 
success, in line with AGN’s core 
values of  ‘excellent, connected 
and individual’.

Hosts of AGN’s 2015 European 
Regional Meeting, which was 
held in Copenhagen, the firm 
provides services on behalf of 
AGN members and international 
businesses with branches in 
Denmark. 
www.ecomentor.dk

Celebrating exam success
Congratulations to Andrew 
Howard, Nick Snelling and Peter 
Foster, who have passed all three 
of their final Advanced Stage 
exams and are now ACA exam 
qualified.

Remembering John Rosser
We are sad to report that former Shipleys partner John Rosser 
peacefully passed away on 10th October, just short of his 85th 
birthday. He was with the firm between 1972 and 1991 and remained 
very close to many Shipleys’ clients long after his formal retirement 
from the firm.

Alan Collett
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For further information, please  
contact one of our offices:

London
10 Orange Street
Haymarket
London  
WC2H 7DQ
T +44 (0)20 7312 0000
E advice@shipleys.com

Godalming
3 Godalming Business Centre
Woolsack Way
Godalming
Surrey GU7 1XW
T +44 (0)1483 423607
E godalming@shipleys.com

www.shipleys.com

Money matters

‘Coming of state pension age’ by  
5 April 2016?
Until 5 April 2017, men born before 
6 April 1951 and women born 
before 6 April 1953 can buy a one-
off Class 3A National Insurance 
(NI) contribution. Effectively an 
annuity, this extra state pension 
equates to a higher income in 
retirement of up to £25 a week 
(£1,300 per year). 

Increasing in line with 
inflation, those already drawing a 
state retirement pension can also 
make use of this one-off 
opportunity. The extra pension 
includes a ‘spouse benefit’, which 
means that 50% of it will pass to 
your surviving spouse or civil 
partner. 

On the face of it, this top-up 
sounds like a good idea. However, 
not everyone might come out a 
winner. As it’s like an annuity, 
once you’ve paid the lump sum 
you don’t get the capital back. 
Which means that the longer you 
live, and the younger your spouse, 
the better you’ll do. And vice 
versa. Additionally, because the 
pension is taxable, non-taxpayers 
will benefit more than taxpayers. 

So, before you part with your 
savings, it’s worth checking to see 
whether another investment 
option might be better suited to 
your retirement needs. 

Use the state pension top-up 
calculator to work out how much 
you’d need to contribute:  
www.gov.uk/state-pension-topup

Born on or after 6 April 1951? 
The state pension becomes a 
single-tier flat-rate pension from 
April 2016, replacing both state 
second pension (S2P) and the state 
earnings related pension scheme 
(SERPS). Based on an individual’s 
NI record, men born on or after 
6 April 1951 and women born 
on or after 6 April 1953 will all 
be eligible to receive the same 
amount.

Under the new system, those 
who qualify for the full state 
pension will receive at least 
£151.25 per week. The full state 
pension equates to 35 qualifying 
years on your NI record, and you’ll 
need at least ten qualifying years 
to receive some pension. 
Thankfully the qualifying years 
don’t have to be consecutive.

A qualifying year requires you 
to have: 

–  worked and paid NI 
contributions, or

–  received NI credits due to 
unemployment, sickness or as a 
parent or carer, or

–  paid voluntary NI contributions.

Paying married women’s 
or widow’s reduced rate 
contributions may also qualify, 
and if you’ve lived or worked 
abroad you may still be eligible for 
some new state pension.

Give it a boost
If you’re unlikely to hit the 35-year 
contribution requirement for 
the full state pension, you can 
‘buy extra years’ by purchasing 
additional credits. These credits 
don’t come cheap so it’s important 
to consider the gain from the 
top-ups versus income you might 
receive from other sources during 
retirement. You might want to 
consider other ways of boosting 
your income, such as taking out 
a private pension, investing in 
buy-to-let property or simply 
downsizing. 

With the new pension, certain 
groups of people, such as the 
self-employed and those who are 
low-paid or who have spent 
periods of time out of work, will 
be better off as they’ll no longer 
be missing out on the state second 
pension. However, higher earners 
will lose out as they’ll no longer 
be able to build up credits towards 
SERPS.

Prepare for the future: pension 
forecasting
Given all these changes, it’s worth 
checking ahead of April 2016 as to 
how much pension you’ll receive 
on retirement. Use the online 
state pension calculator and/or 
request a state pension statement: 
www.gov.uk/state-pension-
statement

This October saw the start of a 
one-off opportunity to top-up 
your pension, while the new 
state pension comes into force in 
April. Whether you reach state 
pension age before, on or after 6 
April 2016, one of these changes 
is likely to affect you. 

All change for 
the state pension

Auto enrolment – 
reminder for employers
For the last few years 
larger employers have been 
obliged to enrol their staff 
in a pension scheme and to 
make contributions. These 
pensions auto-enrolment rules 
are starting to apply to smaller 
employers. Some estimates 
suggest that dealing with the 
whole process yourself can 
take more than 100 man days, 
so getting some help might be 
a good idea.

As well as the cost of the 
actual pension contributions 
for your staff, there will be extra 
payroll work required either 
for your payroll department if 
you have one, or an external 
payroll provider, which may 
increase your costs. If you 
use an external provider it’s 
important to be clear about 
responsibilities and the process 
for exchanging information, 
as these will be important in 
controlling the additional costs.


