01223 50 70 80

Inside this Issue

Husband and Wife 1
Companies

Landline & Mobile Phone 2
Costs

Have you considered the 2
following?

WebsterAccounts
Launched in South Africa

Strengthening of South 3

African Ties

Promoting Academic 3
Excellence

Delta Aviation - 4

Client Case Study

Newsflash...

A new release of Webster-
Accounts - our professional
Online Accounting Service -
is due on the 14th of July
2005.

This is a hardware release
and involves the installation
of a new server at our office.

This will ensure that we con-
tinue to provide a safe and
secure online environment
and also improve the re-

sponse time of the system.

This Newsletter is produced by
Andrew Webster Limited. For
comments, contact the editor at
amit@tax.uk.com
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Husband & Wife Companies

The Arctic Systems Case

The HM Revenue & Customs are
challenging the tax planning of set-
ting up companies in which both
husband and wife are shareholders.
This is applicable where income
has been split between the partners
to ensure that both have sufficient
income to use their basic rate band

The HMRC have been successful in
the courts in challenging one ar-
rangement in the case of Jones v
Garnett. They are using this victory
to push back the boundaries be-
yond those shown in the case itself.
The taxpayer has gone to the Court
of Appeal so all the information be-
low may be overturned in the future

The HMRC are arguing that there
was effectively a gift of income
(called a “settlement”) and that this
is not effective for tax purposes.
The income is still taxed on the per-
son who made the gift. The settle-
ment legislation was introduced to
prevent a person being able to
transfer income to another person
in order to avoid higher rates of tax.

A settlement can include “any ar-
rangement” to transfer income and
the HMRC are using this wide defi-
nition to include the circumstances
where an individual reduces their
normal commercial salary in order
to allow a company to pay larger
dividends part of which will be paid
to another person.

# What is definitely caught?

If a business operates such that
only one partner is active and the
other does almost nothing in the
business, then it is not acceptable

to have a 50-50 split of the income
with the active partner taking a low
salary and the balance of profits then
distributed as a dividend.

& What is definitely acceptable?

If the facts and income flows reflect
that the business is a commercially
run joint venture, then it is unlikely that
any income will have arisen under a
settlement. If both partners are fully
involved in the business then there is
clearly no problem.

& What if we get caught?

The effect of the settlement legislation
is to treat the income arising to the
non- working partner as if it arose to
the working partner. Generally this will
remove the tax benefits and so the
structure is ineffective.

& How do we get out if caught?

In most cases, where someone ac-
cepts that they are caught, it will be
advantageous to wind-up the com-
pany and to substitute some alterna-
tive structure to maximise the tax
benefits going forward.

& Are Husband & Wife Companies
now a bad idea?

Undoubtedly, much greater care will
now be necessary before recommend-
ing this structure. However, there are
many occasions when this arrange-
ment is tax efficient and commercially
appropriate. The HMRC accepts that
in most cases, it is perfectly accept-
able tax planning and not avoidance
caught by the settlement legislation.
For a more detailed note, please visit the web-
site at www.tax.uk.com. If you feel, you might

be caught by the Settlement Legislation,
please give your Account Manager a call.
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KEY DATES

31st July 2005

2nd Payment on
Account for 2004/05

30th Sept. 2005

Tax Return Submis-
sion deadline for
HMRC Calculations

5th October 2005

Deadline for notify-
ing HMRC of new
sources of income.

18th October 2005

Pensions Simplifica-
tion Seminar 1 (tbc)

19th October 2005

Pensions Simplifica-
tion Seminar 2 (tbc)

To be Confirmed

Cambridge Biotech
Consortium Work-
shops.

“ The take up of
Online Accounting in
the UK is on the rise.
For 24/7 safe and
secure access to
your account -
Consider using
WebsterAccounts -
Our  Professional
Online  Accounting
Service”

Landlines & Mobile Phone Costs

For Companies, Sole Traders and Partnerships

The HM Revenue and Customs
» (HMRC) take
the view that
the monthly
charge and any
free minutes as-
[/ sociated with a
phone in your
name are a per-
sonal cost.
Therefore you can only claim for the
actual cost of business calls where
they exceed the free minutes.

For example: An employee work-
ing out of the office uses a mobile
phone to keep in touch with the of-
fice. The phone is mainly used for
business calls. The phone tariff in-
cludes up to 10 minutes of free calls
per month. In one month she pays
£22, which is the rental charge only,
because her total calls, all of which
were business calls, amounted to 8
minutes. No deduction can be per-
mitted because no expense has
been incurred in making the busi-
ness calls. The following month she
pays £28, which is £22 for rental
and £6 for calls. In the month she

made calls totalling 40 minutes, of
which 30 minutes were for business
and 10 minutes were private. A de-
duction should be permitted for the
cost of business calls. The amount
that can be deducted is £4.50,
which is 75% of the call charges,
because 75% of the total call time
was made up of business calls.
However you need to back this up
with some analysed statements

The simplest solution would be to
get the phone bill in the name of the
company; this way the cost is fully
deductible (including personal calls)
for the company. The downside is
that some phone companies charge
more for a business line.

Sole Traders and Partnerships:
The regulations are similar to those
above except that you can appor-
tion any of the fixed fees including
line rental by the percentage of
business versus personal calls.
However, it may be simpler to have
a separate business line to avoid
any issues with the HMRC.

Have you considered the following ?

A few pointers from our team

1. You may have been issued with simplified returns this year and should
be aware of the risks associated with filing one of these compared to

normal self-assessment.

2.  The Civil Partnership Act 2004 comes into force on 5th Dec 2005 —
this applies to same sex couples and they should consider undertaking
a tax planning exercise before then as there will be an impact on most

of the taxes.

3. It is worthwhile to consider the impact of the April 2005 Tax Bulletin re-
garding the transfer of goodwill from sole trader/partnership to com-
pany in exchange for loan account.

4. It is important to consider the impact of pre-owned assets rules on gifts

between unmarried couples.

5.  The number of Online Accounting users in the UK is rising and it is
worth considering using WebsterAccounts - Our Online Accounting
Service to have greater control over your accounts - 24/7.

If you feel you might be affected by any of the above issues, please contact your Account

Manager for a more detailed discussion.




“A key benefit for
the UK firm is that we
will now be able to
build a network of
accountants and
bookkeepers in
South Africa who can
do work for UK
clients”

WebsterAccounts
launched in South Africa

The Country
Club in Jo-
hannesburg
witnessed
the Launch of

|rican edition
of Webster-
Accounts - our professional Online
Accountancy Service. The launch
took place on the evening of the 17th
of March 2005.

Andrew states 'we were delighted to
have the opportunity to work with a
South African firm of accountants and
to deliver them a version of the soft-
ware for South African businesses. A
key benefit for the UK firm is that we
will now be able to build a network of
accountants in South Africa who can
do work for UK clients.

We hope that this will allow us to offer
a more cost effective accountancy
service to our clients to complement
the high quality advice our UK team
can deliver'.

Strengthening of South
African Ties

We were re-
cently invited to
exhibit at the
“Create  your
Own Business
In South Africa”

- Seminar organ-
ised by the Homecoming Revolution
held at the South African High Com-
mission in London on the 14th and
15th of May 2005.

This follows and builds on the recent
successful launch in Johannesburg of
the South African edition of Webster-

HM Revenue & Customs
HM Revenue & Customs (HMRC) is the new department responsible for the busi-
ness of the former Inland Revenue and HM Customs and Excise. They state that as
a single department, they will have the added benefit of producing greater efficien-
cies, reducing the tax gap and providing a greater customer focus. HMRC is respon-
sible for collecting the bulk of tax revenue as well as paying tax credits and child
benefit. For further details on the new department, please visit www.hmrc.gov.uk

Accounts, our professional Online
Accounting Service, and represents
our increased commitment to
strengthening our presence and
links with the region.

States Andrew, “We were delighted
to have been invited to exhibit as it
provided an ideal window for us to
detail, to a very focussed audience,
the range of International and off-
shore services that we provide.

This also allows us to build on our
considerable success in launching
the South African edition of Web-
sterAccounts, in Johannesburg ear-
lier in the year. “

Promoting Academic
Excellence

We have always maintained excel-

H.‘F lent

links
with  Uni-
versities
. and Aca-
demics in
the East of
“England

region. We
recently had the opportunity to be
involved in furthering the develop-
ment of young minds on the Market-
ing & Innovation module at the An-
glia Polytechnic University in
Chelmsford through the develop-
ment of a Case Study.

Paul Weeks, Course Director on the
Marketing and Innovation Course
states, “having worked on a real firm
as the subject of a Marketing Case
study will prove extremely beneficial
to these budding entrepreneurs of
tomorrow. We look forward to the
support of Andrew Webster Limited
on similar projects in the future”

- if you would like us to be involved in simi-
lar initiatives or would like further details.
Contact Amit Sharma at the office




“We are delighted
with  the services
provided by Andrew
Webster Limited as
due to the nature of
their multi-disciplinary
team, they were able
to offer us a complete
solution in one firm”

“Andrew Webster
Limited were
instrumental at all
stages in negotiating
the purchase and the
reduced cost of
acquisition. They also

handled all the
necessary legal
requirements and

paperwork and also
helped us with our tax
structure”

- Matthew Byatt,
Operations Manager

Delta Aviation

Andrew Webster Ltd gets client off the ground

Delta
Aviation
is making
dreams
come
true. An
8 Andrew
Webster Ltd. Client, Matthew Byatt
is the Operations Manager and
Joint Owner of Delta Aviation, UK's
leading and award winning flying
experience specialist. The company
operates a fleet of beautifully re-
stored Tiger Moths and other vin-
tage aircraft to provide a unique and
exhilarating flying experience. Delta
Aviation supplies a number of high
street retail organizations and gift
experience providers and has won
several supplier awards for quality
of service.

States
Matthew,
“We were

w hich
could pro-
vide us with a complete solution.

We approached Business Link who
gave us the name of three specialist
service providers. We met all three
and decided to go forward with An-
drew Webster Limited as they were
the only ones who could provide us
with a complete range of services.

We are extremely happy with the
services they provided. They were
instrumental at all stages in negoti-
ating the purchase and the reduced
cost of acquisition. They also han-
dled all the necessary legal require-
ments and paperwork and helped

us decide and setup our tax structure.”

States Andrew, “We have always
prided ourselves on this particular as-
pect of our ability to provide clients
with a complete solution in-house.

Delta Aviation is one of many clients
who have benefited from the syner-
gies provided by our multidisciplinary
team.”

Delta Aviation
was founded
in 1993 out of
a passion for
flight and a
desire to
make the
magical world of aircraft and flying ac-
cessible to a wider audience. Operat-
ing from prime aerodrome sites
throughout the UK, Delta Aviation of-
fers flying experiences including
1930's biplanes, advanced aerobatic
trainers and WW2 war birds. Clients
are invited to take to the air in vintage
aircraft, or fly upside down during an
exhilarating aerobatics experience.

For further information and details visit
www.deltaaviation.co.uk or call 0870
446 4467.

Delta Aviation operates from: An-
drewsfield (Essex), Barton
(Manchester), Henlow (Bedfordshire),
Leicester (Leicestershire), Nether-
thorpe (Sheffield), Oxford
(Oxfordshire), Redhill (Surrey), Staple-
ford (Essex) and Sywell
(Northamptonshire).

- If you would like to know more about the ser-
vices provided by our Private Client Depart-
ment and how we could help your business,
please do give us a call.

Welcome Back Jo!

We are pleased to announce the return of Jo Lamberth to the firm
following her break from work on extended maternity leave. A Char-
tered Accountant and Chartered Tax Advisor; she has expertise in a
broad range of tax issues and was previously the senior UK specialist
in Research and Development Tax Credits at Grant Thornton. Her
' return further strengthens our multi-disciplinary team.

This newsletter is for the purpose of guidance only and further professional advice should be obtained from your Account Manager before acting on any information contained herein.
Andrew Webster Limited will not accept any responsibility for loss caused to any person(s) whatsoever as a result of action taken or refrained from based on the content of this newsletter




