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In this edition...
James Cowper Kreston are proud to call ourselves an
international firm, thanks to our links with the Kreston
network, which means we make sure our finger is on
the pulse of global matters as well as local ones.
As we move through 2018 we find that the global position
is much the same as it was, with Brexit looming ever closer,
however despite the lack of change our clients are readying
themselves and taking action for the future.
Actively seeking to interact
with the world, our clients are
developing their strategies and
expanding their global reach
with the help of our specialists.
Our Corporate Finance team
have been exceptionally busy
looking for opportunities for clients
at home and abroad, while our
International and expatriate tax
teams provide invaluable advice
to those of our clients who already
have a stake in the global market.

the UK. Now, we have a substantial
number of such businesses who
vary in size from small clients to
full scale global groups.
Going forward, whatever the
international uncertainties, the
world is becoming a smaller
place and links between our client
companies and individuals across
different countries will continue
to develop and grow further and
James Cowper Kreston will be
there alongside them.

We have kept these international
objectives in mind whilst putting
together the 25th edition of
Perspective; including articles
on the US Tax Reform bill and its
effects outside of the USA, the
UK tax treatment of overseas life
assurance and the expansion
of the ‘Brain Belt’ in the Oxford
and Cambridge areas.

As always I would like to extend
my thanks to the authors of these
articles for their hard work.

Closer to home we have an
in-depth look at Making Tax
Digital for VAT and also discuss
the infamous Gender Pay Gap.
Our lead article in this edition
focuses on the tax and insolvency
implications of group restructuring
in an in-depth interview with two
of our Partners.

+44 (0)1635 35255 or
rholland@jamescowper.co.uk

I hope you enjoy this edition
of Perspective.
Robert Holland,
Managing Partner,
James Cowper Kreston.
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So why is it so popular? Well ideally,
outsourcing should achieve three goals:
>>	It allows employers to concentrate
on their core business, giving the
business owner, human resources
and accounting teams more time
to work on strategic goals which
hopefully improve bottom line results.

Adrian Rann:
In Memoriam

>> It gives employers access to the
latest technology and expertise to
deliver the payroll.

On December 1st 2017 Adrian passed
away after a short illness. All at James
Cowper Kreston were deeply saddened
by his untimely death, just five months
before he was due to retire.

>> It often reduces costs, but should
always reduce risk.
A common situation we encounter
is when payroll duties are given to
someone internally who has either very
little or no payroll experience, and almost
always payroll is added to their ‘real’ role.
This model appears to work well until the
single point of failure is absent or leaves
the business altogether. In a world of

Adrian was a partner in the firm for around 30
years, and I knew and worked with him for most
of that time. He was instrumental in helping to
build James Cowper Kreston into the business
it is today, through his role as managing partner
for 9 years, and latterly as chairman.
A love of life and enthusiasm to succeed were
characteristics that he displayed consistently,
both in his career and his personal life. He was
determined to help staff develop and enjoyed
solving client problems; many clients benefited
from his direct and pragmatic approach to
finding solutions.

When they’re not conducting your
audit or reviewing your tax return the
accountants at James Cowper Kreston
are stood centre field and left back on
the football pitch, and we don’t mean
for a friendly game at the local park;
we’re talking semi-pro!

Adrian was known by all for his love and devotion
to his family; his ability to drink copious amounts
of Rioja wine; the enjoyment he got from a round
of golf, regardless of how well he had played, and
his unwavering support for Arsenal football club.
His death unfairly robbed him of enjoying the next
phase of his life: retirement, which I know he would
have embraced with energy and enthusiasm.

James Cowper Kreston’s own Afiya
Johnson and Richard Gillespie both play
for teams in the semi- professional leagues.
Afiya is a member of Portsmouth Ladies
FC Reserve and Richard plays for Poole
Town FC.

More information on the charity can be found
at www.myeloma.org.uk

“I’ve been playing football since I was 10
years old,” says Afiya. “I joined Portsmouth
Ladies in September 2017 along with my

By Terry Goodsell
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increasing ‘business continuity’
requirements, and with issues such as
GDPR looming, many employers now
feel that to remove the single point of
failure is the natural conclusion.
Once the decision has been made
to outsource, and the provider is
chosen, clients then see the other
benefits. Get the provider right and the
internal duties will be the collation of
‘changes’ to be provided to the bureau
and then final approval of the completed
payroll: if you outsource you should
not be doing more than those tasks.
A good bureau will be BACS approved
so they can handle all the payments also.

since the introduction of
Workplace Pension legislation,
so you want a bureau which can
point you in the right direction.
JC Payroll Services is able to provide
these, and a range of other services.
As a long established payroll company
we have specialists with many years of
experience who will ensure a smooth
transfer of responsibilities and expert
handling of your accounts.
For more information please
contact Nick Butler on
+44 (0)1635 35255 or
nick.butler@jcpayroll.co.uk

Your chosen provider should be experts
in payroll but they should also have great
links with HR advisers for those issues that
need a professional eye from a legal point
of view. Pensions are also very important

ACCOUNTANTS ON THE PITCH

In Adrian’s memory the firm are raising money
for Myeloma UK, a charity which works to support
those suffering from the same illness that caused
his passing.

I’ve been an accountant for over
35 years and in my early days it
was a rare few clients who had
any sort of footprint outside of
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The popularity of outsourcing payroll is growing. From established companies
to start-ups, more and more businesses are choosing to follow this route.
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identical twin sister and head down at
least twice a week for training. I’ve always
been passionate about the sport and
the training helps me to keep fit and
also teaches good discipline.”
“For me it’s about the camaraderie
with the team,” says Richard. “I’ve
been playing all my life and turned
semi pro when I was 17, I’m now
33! I love the physical and mental
challenge of the game and it’s
a great talking point with clients.”
Portsmouth Ladies are currently training
for the FA reserve cup, with the final held
in Birmingham and Poole Town hold
games every Tuesday and Saturday.

•

Payroll

•

Private Client Tax

jamescowperkreston.co.uk
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MIND THE GAP
The UK’s biggest companies have, for the first time,
been required to publish statistics regarding the
average pay of their male and female employees.

It will probably come as little surprise that
the majority of employers report a position
where their male staff, on average, earn
more than their female counterparts.
However, the scale of the difference was
perhaps surprising with 78% of companies
reporting that their male staff, on average,
earn more than their female staff, and
that on average, male staff across the
workforce earn 18% more than women.

What does this mean?
It seems unlikely that these statistics are
indicative of widespread instances of men
earning more than women doing identical
roles, although such cases may remain.
Instead, it illustrates in clear terms that
men are disproportionately represented
in higher paid roles – this might suggest
two things are happening:
Firstly, men are continuing to climb the
corporate ladder faster, or at least further,
than women. Recent surveys show that,
of the UK’s FTSE 100 companies, only
seven had a female CEO and across their
boardrooms female directors made up a
little under a quarter of FTSE 100 boards.
Our own anecdotal experience with our
clients – typically small and medium sized
entrepreneurial businesses – shows a
similar, but slowly improving, picture.

I will not speculate on the underlying
causes, but what certainly seems to
be true is that, whatever the reasons,
UK plc still has a great deal of work
to do before it can truly say the
workplace offers equal opportunities
to men and women.

Do you still need to report?

(MTD) arrives for
VAT in April 2019

the same API platform.
The supplementary
data may provide HMRC
sufficient information to
release a high repayment.

Making Tax Digital (MTD) will be
introduced for VAT registered businesses
from April 2019 and is compulsory
if their turnover, for VAT returns,
exceeds £85,000 per annum.

Adjustments with a VAT impact
can be entered into the accounting
software directly but the underlying
calculation does not have to be within
the same software. For example, the
following adjustments can be calculated
in a non-API enabled spreadsheet:

The primary purpose of MTD is to
improve self-compliance, eliminating
errors when businesses key in figures
manually or transcribe information
between two formats, resulting in more
timely and accurate record keeping.

All companies with more than 250
employees are required, by law, to
publish data about the relative pay
of their male and female staff.
The deadline for publication has now
passed and the sanctions for failing to
publish are potentially quite severe so,
if you need to report and have not yet
done so, we urge you to engage with
this process straight away. It has been
reported that non-compliant businesses
who engage with the authorities and
seek to publish the required data soon,
are likely to be met with a helpful and
sympathetic response, whereas those
who seek to avoid disclosure, or bury
their heads in the sand, will not!

Each business must keep digital records;
the software must calculate the VAT
return and submit it to HMRC via an
Application Programme Interface (API).
HMRC will, before April 2019, provide a list
of commercially available software which
meets this standard. The major accounting
software providers will adjust their existing
products to meet these requirements.
The software must be able to:
>>	Record and preserve records in an
electronic form. Such records include the
time and value of the supply, the VAT rate
for each sale and purchase, sales at each
VAT rate including exempt and outside
the scope, acquisitions, reverse charge
purchases, adjustments, daily gross
takings (for retailers), any VAT input tax
not recoverable and the VAT account.

Alan Poole
+44 (0)118 9590261
apoole@jamescowper.co.uk

Secondly, there may remain some historic
differentials where industries and roles that
have been traditionally male dominated
may continue to attract better pay levels
than comparable roles in industries where
women make up a larger proportion
of the workforce.

>>	Provide to HMRC information and
returns in an electronic form using
the API platform.
>>	Receive information from HMRC.
In addition, businesses will be able to
submit supplementary data if they wish via

4

Accounts and Business Advisory •

Audit and Assurance •

Business Restructuring and Insolvency

•

Business Tax

•

Corporate Finance

•

Outsourcing

>>	Bad debt relief.
>>	Irrecoverable VAT following a partial
exemption calculation.
>>	Partial exemption annual adjustment.
>>	Business/non-business apportionment.
>>	Corrections to errors in previous
returns (not involving the issue
of credit notes or invoices).
>>	Capital Goods Scheme annual
adjustments.
>>	Fuel scale charges.
HMRC would prefer that there is a digital
link between the other software and the
main accounting software for these
adjustments, but it is not compulsory.
Potential problems:
>>	Businesses that currently use
manual records will need to transfer
to digital records.
>>	VAT group registrations, where the
consolidation is performed on a
spreadsheet or other non-API software.
>>	Large companies where the business
is organised into more than one
trading branch or accounting unit,
and the consolidation is performed
on a spreadsheet or other non-API
enabled software.

•

Payroll

•

Private Client Tax

If a business submits one VAT return
using API software, it must continue
to submit all future returns in the same
manner, even if its turnover falls below the
VAT registration threshold, as a voluntary
registered business. HMRC will apply a
light touch and approach for compliance
with these MTD digital requirements for
the first year to April 2020.
Finally, HMRC have a pilot scheme open
at present, commencing on 1 April 2018,
which will allow businesses to access
increased support, keep up to date
on the progress of the scheme, and
have an opportunity to comment
upon the final proposals.
For more information about the impact of
MTD upon your business, please contact
Meera Rajah on +44 (0)1635 35255 or
mrajah@jamescowper.co.uk
We will provide
further updates
throughout the
year as new
information
becomes
available.

jamescowperkreston.co.uk
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GROUP
RESTRUCTURING
WE INTERVIEW
THE EXPERTS

There are a variety of reasons why a group of companies may consider restructuring.
Recently restructuring has been in the spotlight due to the financial failure of chains
such as New Look, Jamie’s Italian and Prezzo all of which used the Company Voluntary
Arrangement (CVA) procedure to effect a formal restructure and the write-off of liabilities.
However, most restructurings do not
come about because of financial failure,
rather for more positive reasons such as
preparing a business for sale, succession
planning, asset protection or tidying
up group structures. Undergoing a
restructure is not a decision to be taken
lightly, and there are many pitfalls for
those who are uninformed. We’ve spoken
to Alex Nicholson, one of our Business
Tax Partners, and Sandra Mundy, one
of our Business Restructuring and
Insolvency Partners, in order to gain an
insight into the process. Sandra and Alex
have worked with many groups which have
gone through a restructuring process.

What can a restructure help achieve?
Alex: “No two situations are ever the same
and the objectives will differ. For example,
in preparing a trading company for sale
the shareholders may wish to extract and
retain certain non-trading assets, such
as investment property. It might even
be that the shareholders wish to retain
the premises from which the company
operates with the intention of renting this
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to the company to generate an ongoing
income post sale. Alternatively, a group
that has made a number of acquisitions
over a period of time may simply want to
reduce the number of operating entities
to better suit to its commercial operations
and to lower its ongoing administration
and compliance costs.”
Sandra: “I have seen sad cases where
shareholders have had irreconcilable
differences and this has resulted in damage
or potential damage to the underlying
business. In some instances, if there
are distinct parts to an entity it may be
possible to demerge that entity, allowing
shareholders/directors to go their separate
ways thereby protecting the businesses
and the livelihoods of those involved.”

Now that we know we want to
restructure, what happens next?
Alex: “This is where the planning phase
begins as the next question, potentially
the most important one, is can the
restructuring be completed in a tax
efficient manner? My focus is to deliver

Audit and Assurance •

a tax efficient solution that meets the
commercial objectives. Fortunately, the
Government recognises the need for
companies to restructure, so there are
a number of tax relieving provisions
we can typically make use of and
which are acceptable tax planning.

or for some former trading entities, or
sometimes to minimise tax consequences
for shareholders (distributions in a
liquidation are distributions of capital
which for an individual’s tax position
will often be preferable). This being the
case the skills of a licensed insolvency
practitioner are required.”

In many cases it will be possible to
implement a restructuring without
crystallising tax liabilities; where this is
not possible we make sure that these
liabilities are planned for, i.e. that they
are both quantified and acceptable.”

Is it easier to just ‘strike off’ a
dormant company rather than
liquidate it?
Sandra: “Easier and cheaper? Yes.
Recommended? Not necessarily. In the
case of a former trading entity where,
for example, it has employed staff, held
leases, or undertaken any other activity
that could give rise to a potential future
claim, then the shareholders may want to
avail themselves of the protection that a
solvent liquidation provides, rather than
look at a simple strike off.

Sandra: “The planning phase of a
restructuring programme is probably
the most vital. In addition to tax, it is
necessary to plan for practical aspects,
from liaising with customers and staff
to transferring commercial contracts.
The potential cost of getting it wrong
does not bear thinking about”.

When do insolvency practitioners
come into the equation?

A liquidator will advertise for creditor
claims and can then make a distribution
to the shareholders on an unfettered
basis. Should a creditor arise after that
distribution then, provided there has
been no deliberate attempt to conceal
the creditor’s existence, the distribution
to shareholders will not be overturned.
Therefore, in cases where there has
been a long trading history and changes

Sandra: “Not every case will require
a formal (normally solvent) liquidation,
for example the right solution might
be a capital reduction or simply the
striking off of some dormant companies.
However, there will be times when a
solvent liquidation is the most appropriate
route such as for certain demergers,

Business Restructuring and Insolvency
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in the management structure such that
management is unaware of potential
liabilities then liquidation, albeit that it
is more expensive, may be the most
appropriate route.
It is also worth bearing in mind that,
even if strike off appears to be the right
route, directors should take extreme
care to make sure that any assets are
identified and dealt with prior to the
strike off as assets inadvertently left
within the company at the date of
strike off will become bona vacantia
(property of the Crown). It is not a
simple or cheap process to recover
them after the strike off.”
Alex: “It is possible to strike off the
company where there is remaining
capital of less than £25,000 and
HMRC will generally accept this
as capital distribution, however in
excess of this distributions will be
considered to be income.”

All of the planning is in place.
Where do we go from here?
Alex: “The next stage is the actual
implementation of the restructure.
This is when we work alongside the
group, its internal teams and chosen
solicitors. Legal advice might necessitate
a subtle change to the structuring and

•

Payroll

•

Private Client Tax

my role is ultimately to ensure that the
legal documentation sits comfortably
with the tax structuring, thereby
avoiding any unplanned for liabilities.”
Sandra: “This stage is critical, I have seen
cases where the implementation is badly
managed and it has been very costly.”

Any final advice for those
considering a restructure?
Alex: “Forward planning and a
good team are key. Failing to seek
the right advice in a timely manner
runs a significant risk of large
unexpected liabilities, which in many
cases can be legitimately mitigated
through well established and
understood methods.”
Sandra: “Knowing the system, and
using it properly, is essential. This is where
the experts at James Cowper Kreston
can help. We are specialists in advising
businesses in restructuring and you can
feel confident that when you instruct us
we will assist you with the smooth
transition to your new group structure.”
For more information on corporate
restructuring contact Sandra Mundy or
Alex Nicholson on +44 (0)2380 221222
or smundy@jamescowper.co.uk and
anicholson@jamescowper.co.uk

jamescowperkreston.co.uk
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THE

UK TAX TREATMENT
OF OVERSEAS LIFE
ASSURANCE POLICIES
Many of our non-UK domiciled clients invest in life assurance
policies. They are a tax efficient investment as they offer
planning opportunities which enable you to defer income
tax (capital appreciation of life assurance is taxed as income,
not gains) and give you the potential to manage ‘chargeable
tax events’ including when, where, and who pays tax.
The various tax planning opportunities are listed below:
>>	5% of the initial premium may be withdrawn each year without
precipitating any tax charge (if more than 5% is taken out the excess
is chargeable to tax); any charge only arises as and when the policy
matures or is surrendered.
>>	As the 5% withdrawal is cumulative, any unused amounts can be
carried forward to enable a larger, tax free withdrawal in a later year.
>>	An assignment (transfer of legal ownership from one party to another)
is not a chargeable tax event as long as it is not ‘for money or money’s
worth’. Future gains are assessed on the assignee, so assigning
a policy to a lower, or non-tax paying spouse or child is a way of
reducing or eliminating a higher rate tax charge.
>>	‘Segmentation’ allows the policy to be broken into a number (up to
10,000) of smaller, individual identical policies which helps to better
manage assignments.
>>	An assignment to a UK domiciled spouse or civil partner is exempt
from inheritance tax. However, an assignment to a non-UK domiciled
spouse or civil partner is not exempt from inheritance tax if it exceeds
the inheritance tax nil rate band of £325,000.
>>	Segmentation allows for segmented surrenders (cashing in whole
policies) which can be more tax efficient than partial withdrawals
(an equal amount is withdrawn from each segment).
>>	Top slicing relief is available to reduce higher or additional rate tax on
a chargeable event gain as it applies a spreading mechanism over the
number of years that the policy has been held (or since the last event).
>>	If a policy is surrendered after arriving in the UK the gain will be
prorated to the period of UK residence. This may result in a significant
reduction of gain being taxed if the policy has been taken out overseas
several years prior to arriving in the UK.
Taxpayers need to be careful when they come to the UK, ensuring that
any existing policies are not classified as a Personal Portfolio Bond as
these can be taxed punitively.
For more information contact Charlotte Hobrough in the expatriate tax
team on +44 (0)118 9590261 or chobrough@jamescowper.co.uk
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BRAIN
BELT

FROM

Audit to
Austra ia

The Oxford, Milton Keynes and
Cambridge Arc or Corridor has been
recently termed the Brain Belt.
Its territory encompasses five Universities
as well as a number of other research
institutions and it is the region that the
Government identified, back in 2016, as
having high potential to deliver significant
economic growth for the country.

Joanne Holland, who works in our Audit
and Assurance team, shares with us her
experience going down under in Australia
on secondment.
In July 2017, as a direct result of James Cowper
Kreston being a key member of the Kreston
International network, I had the opportunity
to travel to Sydney, Australia for a 6 month
secondment with Bentleys NSW Pty Limited.
I had recently qualified, after finishing my ACA
exams, and felt this was a fantastic opportunity
to broaden my horizons (literally) and gain
new perspectives working with audit teams in
another country. I thoroughly enjoyed working
with Bentleys and I was able to work on audit
clients in different sectors which I hadn’t
previously had much experience with.

At the moment the area makes
a contribution of some £90 billion
a year to the national economy.
If government plans come to fruition
in terms of projected investment, it
is expected that the contribution per
annum could increase to £250 billion.
The vision for the area, published
by government at the same time as
the Budget at the end of 2017, is for
the development of a region akin to
Silicon Valley USA. This focus fits
well with policies more widely aimed
at the encouragement of technology
and innovation for the better
development of the economy.

During my time in Australia I was able to travel
and see more of the beautiful country. One
of my highlights was spending the weekend
visiting Uluru / Ayers Rock. This was a once
in a lifetime moment and fantastic to see one
of Australia’s best-known natural landmarks.
In addition to this I also took part in the
City2Surf fun run alongside some of my Bentleys
colleagues. The annual event attracts more than
80,000 entrants each year with the 14km route
commencing in the city centre of Sydney and
finishing at the famous Bondi Beach.

Opportunities
for Growth

The strategy for the development is to:
>> P
 rovide better infrastructure to link
the different communities. This is
intended to be achieved through the
building of an expressway that will link
Oxford, Milton Keynes and Cambridge.
The aim is for this to be completed by
2030, with a decision for construction
to begin Summer 2018. There are also
plans for the rail link to be revived
between Oxford and Cambridge which
will require the re-opening of lines that
were closed under Dr Beeching in the
1960s. It is intended that this will be
completed by 2025.
>> B
 uild more houses to enable more
workers to come into the region.
It is anticipated that there will be an
additional 1 million houses built by
2050, with 100,000 of those to be
built in Oxfordshire by 2030. This
commitment by Oxfordshire councils
is in return for assistance with
infrastructure by central government.

Clearly, alongside such growth strategies
are opportunities for many businesses
– not just those directly engaged in
technology, but those providing services
to those companies as well.
With the resulting growth in population
a whole host of other opportunities will
arise for retail and leisure industries too.
With the first tranches of investment
agreed in March this year, it’s a good
time for existing businesses in the area
to start planning to take advantage of
those opportunities.
For more information please contact
Sue Staunton on +44 (0)1865 861166
or sstaunton@jamescowper.co.uk

I found this secondment extremely rewarding.
It provided great insight into the connectivity
of the Kreston network worldwide and I have
come back to the UK with a larger network of
international contacts I would not otherwise
have had. I thank everyone at James Cowper
Kreston who made this possible.
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OPTIONS
FOR THOSE FACING

INSOLVENCY
Owning and managing a
business is rarely straightforward
with inevitable ups and downs.
However, when a business is
experiencing financial issues
it can be difficult to know
whether it is a temporary or
more fundamental problem.

In the normal course of business
management would seek to formulate
a strategy and business plan so that
the business trades profitably and
generates cash over its lifetime.
When a business is in distress,
however, this principle is turned on
its head. Cash needs to be generated
and preserved in the short term, even
at the expense of long term profitability
or growth. This is to ensure the business
can overcome its immediate difficulties
and find the time to put a turnaround
strategy in place.

The decline and recovery curve model
below, prepared by the Institute of
Chartered Accountants in England and
Wales (ICAEW), shows a business in
distress, suffering steadily declining
liquidity before recovering after action
is taken to arrest the decline.

Step 7 Recovery

Step 6
Stabilisation

Step 5 Crisis
Management

Step 4 Crisis

Step 3 Distress

Step 2 Underperformance

Step 1 Growth
LIQUIDITY

It is important to understand what
caused the financial difficulties before
examining the options available.

If a business’ difficulties are relatively
minor - such as a cash-flow problem
caused by the late payment of an
invoice or an unexpected expense it may be possible to have a relatively
light touch and consider one or more
of the following solutions:

>>	Administration in which efforts are
made to rescue the company as a
going concern or achieve a better
result than might be possible in
a liquidation – often by releasing
intangible assets which would
otherwise dissipate.

>>	Raising additional funds by, for
example, seeking to extend an
overdraft, finance an asset or
raise a loan.

>>	Liquidation whereby a company
is not able to continue and assets
are released with the proceeds
distributed to its creditors in
accordance with statute.

>>	Time to pay arrangement with HMRC.

AUTO
ENROLMENT
We are sometimes asked to assist
overseas companies who are hiring
an employee based in the United
Kingdom for the first time.
If this is their first venture into the UK
marketplace they will often task their
employee with market analysis, asking
them to report back on the suitability of
their goods or services, without initially
setting up a legal entity in the UK.

We are able to advise which of the
procedures is most appropriate in
order to achieve the best outcome in
the circumstances for stakeholders.

>>	Renegotiate payment terms with
suppliers by, for example, paying
rent in instalments.
>>	Raising cash by tightening
credit control.

The financial difficulties facing a
business rarely resolve themselves and
we do not have a magic wand, but, by
taking advice at an early stage the range
of options available to a business can
be broader and the consequences for
stakeholders can be mitigated.

When looking at each of these options
it is important that, prior to putting
a proposal forward, information is
prepared to demonstrate both the
current financial and trading positions,
and that the proposed solution is likely
to result in the desired outcome.

When the overseas employer sets
up a UK payroll for said employee,
they will also have to address the
issue of auto enrolment. This is not
always straight-forward without
a UK company bank account as
many schemes (including NEST)
will not accept contributions
being paid from overseas.

For more information please contact
Tom Russell on +44 (0)2380 221222
or trussell@jamescowper.co.uk

If the difficulties facing the business
are more pressing, such as having
insufficient funds to cover payroll, or
profound, such as an extended period
of loss making, it may be necessary to
consider a formal insolvency procedure.

Here are some of the options available
to this category of employer:
>>	Bring forward the registration of the
UK entity and setting up the UK
bank account. Whilst the company
set-up will be relatively quick, the
bank account can take a long time
for an overseas company.

Options include:

TIME
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>>	Company Voluntary Arrangement
(CVA) in which a binding agreement
is reached with all creditors to deal
with a company’s liabilities over time.

Business Restructuring and Insolvency
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>>	Consider a non-UK pension scheme:
Pension schemes with their main
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for an
overseas
employer

administration in an EEA state
outside the UK can be used for
automatic enrolment, providing
they meet certain criteria relating
to how they are regulated outside
the UK, the level of contributions
used to provide income for life and
the minimum age for benefits to be
paid. We have seen schemes in
Belgium and the Netherlands being
successfully used for auto enrolment.
>>	Look at the employee’s current
pension arrangements: a UK
employee may have an existing
scheme with a UK pension provider
who is prepared to adapt the
scheme to auto enrolment. There
may be additional requirements
placed on the overseas employer
if there is no UK bank account to
meet the contribution liability, such
as paying contributions in advance
for 12 months.
>>	Seek a UK pensions provider willing
to take on an overseas employer with
no UK bank account – they do exist,
but it may take some time to find.
For more information contact
Charlotte Firth in the expatriate
tax team on +44 (0)118 9590261
or cfirth@jamescowper.co.uk

jamescowperkreston.co.uk
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ZER
BASED
B U D G E T I N G
Most businesses, of any size, go through
an annual budgeting exercise, but there are
differing approaches to how this is done.

AUDIT // WHAT ELSE IS OUT THERE?
For many years most companies
were required to have their
financial statements audited.
The price of limited liability was
that the accounts would need
to be audited and be placed on
public record for all to view.

Many companies choose to have a
voluntary audit – i.e. their accounts are
audited in the same way as if they were
a larger company required to have an
audit. This has several advantages, a
key one being that other stakeholders
such as banks and investors understand
what an audit is. However for some
companies one of the alternatives may
be more useful.

However, over the last 20 – 30 years the
regulations have changed and today
relatively few companies require their
accounts to be audited.

An assurance review is part way between
an accounts preparation assignment
and a full audit and similar in scope
to an Independent Examination, a form
or assurance required for some charities.
The Chartered Accountant performs a
number of review procedures and if all
is well will conclude that nothing has
come to their attention that needs
reporting. However an assurance
assignment is fairly general and does
not focus on particular areas of the
financial statements.

This has meant that some fairly
substantial companies are now exempt
from audit. A company can have a
turnover of £10m, 49 employees and
be highly profitable with no requirement
at all for any review of their financial
statements. While in some cases
the directors and shareholders are
comfortable with this position, in
others a stakeholder may want to have
some form of review of the financial
statements; where this is the case there
are a number of options including:
>>	Agreed upon procedures
>>	Assurance review
>>	Voluntary audit

12
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One common way of looking at
costs is to work out the top line
for sales, and then “tweak” the
cost structure in response to this,
with marginal changes to reflect
matters such as inflation and
other specific factors.

the particular stakeholders and their
priorities from year to year. The Chartered
Accountant can go into detail to provide
assurance in specific areas whilst
ignoring other accounts balances which
the stakeholders have no concern about.
The International Federation of
Accountants have recently published
a guide to Agreed Upon Procedure
Engagements. Whilst written for
accounting firms it provides more
information about the range of AUP
assignments and how this works
in practice.

However, a more radical way of
looking at costs is to reset the
dial to zero.
Zero-based budgeting means
that a business must justify costs
starting from scratch and build
up the budget from there. Used
with care, it can be a good way of
increasing profits by stripping out
unnecessary processes and costs.
This can be a difficult concept for
individuals to deal with – if there’s
been a tea trolley three times a day
for the last 30 years, zero-based
budgeting will challenge if it’s still
needed in the future.

More information can be found at
www.ifac.org or to discuss your
options further please contact
Alex Peal on +44 (0)118 9590261
or apeal@jamescowper.co.uk

Business Restructuring and Insolvency

As demonstrated in the examples
above, zero based budgeting
needs to be handled properly
and with care.
For more information on zero based
budgeting please contact Mike
Farwell on +44 (0)1635 35255 or
mfarwell@jamescowper.co.uk

•
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•

Corporate Finance

•

Outsourcing

IMPORTANCE
ACCOUNTANCY
Accountants are often one of the key trusted
advisors for fast growing entrepreneurial
businesses. With automation and the use of
cloud based software on the rise, the key is to
help our clients interpret the financials and help
them make decisions in real time. Entrepreneurs
are increasingly looking for advisers that they
can bounce ideas off and debate strategic
decisions with.
Understanding the motivators that drive the
businessperson is key to being able to provide
advice. These can vary widely depending
on the type of business you are advising on.
For example, the advice will need to be
delivered differently for a family business
compared to a listed entity.
Given the birth of the ‘younger entrepreneur’,
the motivators can be very different and therefore
our advice must be flexible and tailored to meet
their needs. Advice needs to be concise and in
‘plain English’ weighing up the pros and cons
of each option. The world is changing, with the
rise of the gig economy, mobile working and
automation. In order to provide the best service
we must adapt which, here at James Cowper
Kreston, we do.
Our experts have their finger on the pulse of
business, from technology start-ups to more
established businesses; constantly ensuring
that we are learning so we can continue to help
our clients grow. Our membership of Kreston
International, a global network of accountancy
firms, means that we have the connections to
take clients further than ever before.
Whatever your size, budget or
task, we’re here to help. James
Cowper Kreston. Knowing you.

In its most extreme form, as used
by some private equity groups,
zero-based budgeting can mean
that employees feel they are in a
permanent state of change and
insecurity. This is the first big
danger of this approach – it can be
demotivating for a workforce and

An alternative is agreed upon procedures
(AUP) which, as the name suggests,
means that the company stakeholders
agree with the Chartered Accountant
which areas to focus on and what
procedures will be performed. This
type of assignment is extremely flexible
and can be tailored to the needs of

Audit and Assurance •

lead to a drop in workplace
wellbeing and productivity.
The second is that zero-based
budgeting can lead to valid costs
being cut which can damage
longer term profitability. Examples
would be reducing investment
in equipment, marketing and
training, and there is evidence
that focusing too much on cost
can take attention away from
revenue generation.

T H E

For more information on our
range of services please
contact Darren O’Connor
on +44 (0)118 9590261 or
doconnor@jamescowper.co.uk

•

Payroll

•

Private Client Tax
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US PRESIDENT
PASSES TAX Impact on
REFORM BILL International
Businesses

Perhaps one of the most
significant changes in US tax
law, in recent times, occurred
on 22nd December 2017; US
President, Donald Trump, fulfilled
one of his campaign promises
by signing the US ‘tax reform bill’.
The new reforms intend to both
deliver tax cuts and create new
jobs for Americans. However,
the ramifications will ripple
out beyond the US.

Summary of the changes
for companies
Estimated to cost $1.456 trillion over
the next ten years, the bill is expected to
have both winners and losers. However,
it is generally thought that those most
likely to benefit will be businesses and
their owners.
The new measures are numerous
and complex; businesses and advisers
alike are still trying to digest the full
implications of the reforms. Some of
the main changes include:

14
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>>	
A reduction in the headline rate of
corporation tax to 21% from 2018 as
compared to the previous rate of 35%.
Traditionally, many groups have
structured their international affairs,
within the available rules, to earn a
lower percentage of their overall profits
in the US to lower their global tax bill.
With lower US tax rates this might no
longer be sensible.

>>	
A new base erosion anti-abuse
tax (BEAT) to discourage the
payments of interest, royalties or
service fees to foreign entities above
acceptable thresholds plus a host
of other tax measures aimed at
reducing multinational businesses’
incentive to shift taxable income
outside the US.

>>	100% expensing of certain tangible
assets placed into service after 27
September 2017 and until 1 January
2023 – with a view to stimulating
business capital investment.

What should I do?

>>	
Repeal of the corporate Alternative
Minimum Tax (AMT).
>>	
Limit on the deduction of corporate
interest for certain larger corporations
– generally to 30% of adjusted taxable
income. This might prove challenging
to the more highly geared groups.
>> Changes to the use of tax losses.
>>	
A one-time tax on accumulated
foreign earnings. This will have a
significant impact on the financing of
international groups and is expected
to result in US businesses repatriating
significant amounts currently held in
overseas banks.

Audit and Assurance •

CORPORATE
COLLAPSE
When a corporate concern such as BHS, Carillion
or Toys R Us fails, it is generally headline news.

The reforms not only affect US groups
but also have an impact on UK or
European groups with US operations.
The changes have the potential to
radically change both tax-planning
and international structures.
In particular, any UK groups with US
operations should be analysing the
changes to understand and model the
potential impact on their businesses.
If you are a UK subsidiary of a US
group then it might be that changes
are on the way. These will need to be
reviewed to ensure there are no
unwelcome UK tax consequences.

•

Business Tax

subject to market reporting and governance
disciplines – can give restructuring experts
access to reliable up to date information
that smaller private companies see little
or no reason to maintain.

In many respects the answer to this
question is “no, not really”. The reasons
for failure will often be the same:
management inadequacies, inability
to raise capital, flaws or inefficiencies
in the business model, out of date
products or services, lack of investment
and sometimes fraud. These, and a wide
range of other factors can lead to erosion
of operational capability, declining market
share, inability to generate profits and
evaporation of vital cash flows.

Such corporates may also be more likely
to have some element that is salvageable
– because they usually have a number of
strands to them – such as a range of
business divisions: some of which may be
profitable when freed from the shackles of
loss-making parent or sister companies.

If there’s a difference it lies in the
scale of the problem. Those tasked
with restructuring deeply distressed
businesses need to act swiftly to
preserve value and jobs – particularly
in the modern era where value often
resides in intangibles such as goodwill,
brands and technical knowledge. Usually,
quoted corporates - which have been

For more information please contact
John Newell on +44 (0)118 9590261
or jnewell@jamescowper.co.uk

Business Restructuring and Insolvency

The effects on members of the
public are more far-reaching than
the closure of a much smaller
business, but are such corporate
failures so very different?

•

Corporate Finance

•

Outsourcing

Even if this is not the case, their strategic
or economic importance to Government
may mean that there is some imperative
to keep the activities alive – at least for
awhile – as has recently happened with
parts of Carillion.

that they were deemed too big to fail
and Governments in the UK, US and
elsewhere intervened to support them.
For the most part, however, the fundamentals of business are the same - whether
the firms are large or small. To survive, they
all need a sound strategy, strong and
effective management, market presence
and good products and services which
generate strong profitability and cash flow.

It’s not rocket science, and anyone
suggesting otherwise should be
regarded with caution!
For more information please contact
Peter Whalley on +44 (0)2380 221222
or pwhalley@jamescowper.co.uk

If the corporate in distress is a bank,
insurance company or other significant
financial institution there will be activities
which are technically more complex
and highly regulated. Indeed, during the
global financial crisis, the size and extent
of the operations of some of the banks
were felt to be so significant economically

•

Payroll

•

Private Client Tax
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PERSONAL SERVICE

COMPANIES
Where are we now?
In some sectors Personal Service
Companies (PSCs) have been common
for many years. An individual would
establish their own company and use
this to supply their services to one
or more organisations.
Typically cash would be extracted from
the PSC by dividends – which historically
attracted lower rates of tax than salaries;
they might even carry out some planning
so that some of the tax burden fell on a
non-working spouse. These arrangements
could also lead to savings for the
contracting organisations - as employers
NIC would not become payable in the
same way as if they had hired employees.
Nearly 20 years ago the IR35 legislation
was enacted to try to level the playing
field. Where the contractual arrangements
in existence between the PSC and an

organisation are akin to employment, the
individual PSC has a reporting requirement
and an additional tax bill. However the
rules are subjective and they have not
been particularly well policed by HMRC.

The future may look different.
Political climate
It is clear that politicians see the need to
“level the playing field” and eradicate any
perceived unfairness in the tax system.
There is a willingness to look at and
legislate against PSC type arrangements.
This is likely to drive the attitude of HMRC.

WE’VE BEEN

A few years ago a new question was
added to the self-assessment tax return
asking if an individual provides services
through a PSC. Although it is not wholly
clear how HMRC will use this information
the question must be there for a reason.

N O M I N AT E D
James Cowper Kreston are an award
winning firm; below are some of the
accolades for which we have been
shortlisted and those we have won:

Managed Service Companies
Where individuals have been encouraged to
set up a PSC by an organisation promoting
and administrating the arrangements –
as HMRC claim is common in the road
haulage, education and healthcare sectors
– the individual might also fall within the
Managed Service Company legislation.
This makes it easier for HMRC to claim
additional tax – essentially PAYE and NIC.

>> T
 olleys Taxation Awards 2018 –
Best VAT and/or Indirect Tax Team
Category – Shortlisted

>> A
 pprentice Graduation and Rising
Stars Awards 2018 – Large Employer
of the Year – Winner

Passing the responsibility
to the payer company
From 6 April 2017 changes in the law
mean that public sector bodies, rather
than the individual with the PSC, have
had to decide whether IR35 applies –
and pay the appropriate tax and NICs.
A government consultation has now
been launched which proposes to
extend this to private companies.

It has recently come to light that HMRC
began investigating 23 BBC television
presenters in May 2015 to see if they
had properly considered the IR35 rules.
One of these cases involving Christa
Ackroyd, who hosted the BBC’s regional
news programme Look North, resulted
in a hearing before the First Tier Tribunal
(FTT), with a headline tax bill of £420,000.
This is perhaps indicative of HMRC
changing attitudes to IR35 and PSCs.

HMRC have released the
latest list of imaginative
excuses made by individuals
who failed to submit their
self-assessment return by the
31 January deadline in 2017.

VAT TRIBUNAL

JAFFA CAKES, PRINGLES AND
NOW

HMRC’s annual list of outlandish
excuses is used to publicise
the self-assessment deadline of
31 January following the end of
the tax year. An automatic £100
penalty applies to those who
have the obligation to complete a
return and miss the filing deadline,
regardless of whether the individual
has a tax liability to pay or not.

NESQUIK

So what should you do?

HMRC challenges to IR35

HMRC
Self Assessment
expenses and excuses

>> T
 hames Valley Awards –
Corporate Finance Team of the Year
– Shortlisted

Whether you are an individual providing
services via a PSC or the contracting
company now might be the time to review
your position and take further advice.

A recent Upper Tier VAT Tribunal
ruled against Nestlé that Nesquik, a
powder added to milk with banana or
strawberry flavouring and sugar, was
standard rated, but that if chocolate
flavoured it was zero rated.

The business tax team at James Cowper
Kreston has many years of accumulated
experience in employment taxes and
can help by providing guidance and
professional advice.

One of Nestlé’s arguments was that the
original policy makers for the VAT liability
of food surely did not intend that both milk
and flavoured milk be zero rated but a
flavouring powder sold separately should
attract VAT. The Tribunal written decision
amusingly exposed the flaws in this argument,
by highlighting other inconsistencies within
the VAT treatment of food including; zero
rated chocolate cake/standard rated
chocolate biscuit and zero rated orange/
standard rated orange juice.

For more information please contact
Sharon Bedford on +44 (0)1865 861166
or sbedford@jamescowper.co.uk

Here are some of the recent excuses:
>>	I couldn’t file my return on time
as my wife has been seeing aliens
and won’t let me enter the house.
>>	I’ve been far too busy touring the
country with my one-man play.
>>	My ex-wife left my tax return
upstairs, but I suffer from
vertigo and can’t go upstairs
to retrieve it.
>>	My business doesn’t really
do anything.
>>	I spilt coffee on it.
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Angela MacDonald, HMRC’s
director general of customer
services, said:

‘Each year we’re
making it easier and
more intuitive for our
customers to complete
their tax return, but
each year we still
come across some
questionable excuses,
whether that’s blaming
a busy touring schedule
or seeing aliens.’

HMRC have also released details
of some of the weirdest expense
claims which include:
>>	A three-piece suite for
my partner to sit on when
I’m doing my accounts.
>>	Birthday drinks at a
Glasgow nightclub.
>>	Vet fees for a rabbit.
>>	Hotel room service –
for candles and prosecco.
>>	£4.50 for sausage and chips
meal expenses for 250 days.

jamescowperkreston.co.uk
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CORPORATE FINANCE

DEAL UPDATE

2017/2018 has proven to be a highly successful
period for James Cowper Kreston’s Corporate
Finance team. Their work has taken them across
the UK, Europe, the USA, Argentina, Brazil and
Australia, allowing them to provide services for a
vast number of companies. Deal highlights include:

James Cowper Kreston is pleased
to announce the promotions of
Nick Butler, Richard Dickson
and Tom Russell, and also to
welcome Phil Snell.

T HE K ENDALL GROUP
Disposal to Aggregate Industries
Advisers to the Shareholders

P UM A ENGI NEERI NG
Management buy-out
Advisers to HSBC Bank

TAX INVESTIGATION
INSURANCE – how it
can save you thousands

QUARR GROUP
Management buy-out
Advisers to HSBC Bank

P RES ERV I CA LT D
Development Capital
Advisers to Mobeus Equity Partners LLP

R IC H A RD D ICKSON

TOM R USSEL L

Nick, based in the Newbury office and
Managing Director of JC Payroll Services,
has been appointed Partner. Nick held
management roles within several national
and international organisations after
qualifying through the Chartered Institute
of Payroll Professionals in 1996 and
now has the full range of UK domestic
payroll experience.

Richard joined the firm in June 2016
and has been appointed to the role of
HR Director. He has predominantly
worked in the financial and professional
sectors in a Human Resources capacity
over his 20 year career.

Tom, a member of the Association of
Charted Certified Accountants, and a
qualified insolvency practitioner, has
recently been appointed to the role of
Director in the Business Recovery and
Insolvency team. Tom advises business
owners in respect of realising their
investment in a tax efficient way via a
solvent liquidations (MVL). He also advises
corporates and individuals experiencing
financial problems. His experience covers
a wide variety of different sectors including,
technology and hospitality.

nick.butler@jcpayroll.co.uk

Richard is a member of the CIPD
and oversees the HR functions for
the entire firm.
rdickson@jamescowper.co.uk

PH IL SNE LL

NEW
APPOINTMENTS
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Acquisition of UV03
Advisers to the Acquirer

P OW ERPAX LT D
Disposal to Stadium Group
Advisers to the Shareholders

GRAC E P ERS ONNEL LT D
Disposal to Percipient Capital
Advisers to the Acquirer
Nick Rogers, Partner and Head of Corporate Finance,
said: “2017/18 has been a fantastic period for the
team, and James Cowper Kreston as a whole, despite
the concerns which have arisen with the onward
march to Brexit. We hope that the rest of 2018 will
prove to be as busy and exciting a time for us.”

trussell@jamescowper.co.uk

Phil joined the firm earlier this year as a Business Tax Director based in
our Reading office. He comes to us from a big four firm and has been
a Chartered Tax Adviser for over 10 years. Phil’s expertise includes
various corporate tax advisory projects, international expansion and
cross border tax issues such as withholding tax, cash repatriation and
advising on the OECD BEPS initiative. psnell@jamescowper.co.uk
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HM Revenue and Customs
(HMRC) is developing increasingly
sophisticated systems to ensure
that all tax revenues are collected.
From Connect, which the media
have nicknamed the ‘Snooper
Computer, holding 22 billion lines
of data, to the use of social media
feeds to find those whose lifestyles
don’t match up to their declared
income, HMRC is better able
to target those who could be
avoiding tax.

P OLLET WAT ER GROUP

NI CK BU TL ER
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For more information contact our
scheme administrator Jo Grieve
on +44 (0)1635 35255 or
jgrieve@jamescowper.co.uk

However, it is not only the guilty who
are liable to be investigated. You and
your business can be randomly
selected at any time for an enquiry
by HMRC and it is very easy for the
costs of putting together a robust
defence to spiral, even if HMRC
find that no additional tax is due.
This is where our tax investigation
insurance can save you thousands.

For more information on our range of
corporate finance services, please contact
Nick Rogers on +44 (0)118 9590261 or
nrogers@jamescowper.co.uk

•

The insurance is available for all
businesses and individuals where
we deal with tax, VAT or payroll,
and our clients are often surprised
at how small the cost of the policy
is compared to the potential cost
of an enquiry; an increasing number
of clients are taking it up.

Payroll

•

Private Client Tax

jamescowperkreston.co.uk
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A PARTNER: IN PERSPECTIVE

JAMES PITT

James is an audit and assurance
partner at James Cowper Kreston
based in our Oxford office. He qualified
as a Chartered Accountant with the
firm before leaving to work for one
of the Big Four.

businesses, international companies
and groups, and publicly listed
companies. A lot of my clients do
have an international, manufacturing
or technology focus, which are the
areas I specialise in.

If you could have 2 celebrities to
dinner who would they be and why?

James later returned as an
audit manager in 2010, before
progressing to partner in May 2017.
He is one of our newest Partners
so we thought we should get to
know him a little better.

When did you qualify?

What do you specialise in?

I spend most of my time outside of work
entertaining our two children with my wife.
When I do get time to myself, you will find
me on the golf course (although I’m not
very good), or watching films or sport.

Donald Trump – would love to gain
an insight into his mind.
Denzel Washington – a great actor
and appears to be the coolest man
on the planet.

In 2009. I’m a member of the Institute
of Chartered Accountants and hold the
ICAEW Diploma in IFRS.
What do you like to do outside of work?

My work is mainly audit, assurance
and advisory, with each engagement
being different from the last. My client
base consists of largely corporate clients,
including start-ups, owner-managed

For more information
contact James Pitt on
+44 (0)1865 861166 or
jpitt@jamescowper.co.uk
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