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Welcome to the latest issue of Strength in Numbers, our regular 
newsletter that is packed with informative articles and timely news 
which we hope will be of use to you.

With six months to go until IR35 off-payroll rules for contractors are 
extended to the private sector, tax partner Tim Adcock has written 
an in-depth article on the new tax rules for individuals working via 
their own companies for medium or large businesses. These reforms 
could dramatically increase costs for both private sector businesses 
and personal service companies so there is a pressing need to be 
prepared for the changes. However, it is important to note that this 
new tax legislation is subject to the passing of the Finance Bill 2019-
20 which is due to be enacted after Budget 2019, the date of which 
has yet to be finalised.

The Office of Tax Simplification has recently recommended sweeping 
reforms of inheritance tax in a bid to reduce complexity. Latha 
Rodgers, director of tax, outlines the key recommendations of the 
report, and in a separate article, advises on how to make the most of 
inheritance tax allowances on residential property.

We also have an update from tax manager Phil Hartley for SMEs 
not currently utilising the creative industry tax reliefs. Examples of 
activities that could qualify for the tax reliefs include the running 
of a museum or art gallery for the public, the production of a short 
animated film about your business activities, or the production of a 
video game. A claim can be reviewed retrospectively and result in a 
refund of corporation tax or payment of a cash credit from HMRC, 
generating some extra cash for the business.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Also in this edition…

Alongside tax, our other specialist services have also contributed 
articles to this edition:

•	� partner Mike Buxton has written about the new accounting 
regulations for solicitors which will come into force on 25 
November 2019. 

•	� Jeremy Oddie, corporate recovery and insolvency partner, 
comments on the government’s plans to introduce legislation 
giving HMRC preferential status over other creditors in company 
insolvencies. 

•	� our wealth management team discuss how to cope with 
investment market volatility, and 

•	� our payroll team have advice for employers hiring people over 
the state pension age and the correct way to process national 
insurance contributions.

You can also read about what’s been happening at Mitchell 
Charlesworth, including recent promotions, new client wins and our 
latest fundraising activities.

We hope you find the articles in this issue interesting and of practical 
use. If you would like to discuss any of the items in this newsletter 
or need advice on general financial, taxation and business matters, 
please contact your local Mitchell Charlesworth office.

Countdown to Brexit

Finally, Brexit news continues to dominate the headlines and the 
UK’s exit from the EU is fast approaching, yet the outcome is still 
uncertain. There is a need for businesses to consider how they may 
be impacted by a ‘no-deal’ Brexit on 31 October and what steps 
they may need to take to ensure seamless trading pre and post exit. 
We are working with a number of businesses to consider the impact 
of a ‘no-deal’ Brexit, in particular importers and exporters and those 
employing EU staff, and would be happy to help if you would like 
any assistance. 

Please contact VAT partner, Alison Birch on 0161 817 6100.

Paul Wainwright
Managing Partner
0151 2552300
paul.wainwright@mitchellcharlesworth.co.uk
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Coping with market volatility

Volatility has clearly returned to the investment markets in 2019, 
in part due to the UK’s approach to Brexit and the US-China trade 
war. While the ups and downs can be disconcerting, volatility can 
also create attractive opportunities for long-term investors. History 
shows us that, although equities can certainly be risky in the short 
term, they remain the best-performing asset class over the long 
term, providing higher returns than cash or bonds.  

When we face a period of market decline, the share prices of 
top-quality companies tend to drop alongside those of businesses 
that are suffering genuine difficulties. These instances give shrewd 
investors an opportunity to purchase high-quality stocks at reduced 
prices, thereby enhancing their overall portfolio.

Do not try to predict the markets. Even the most experienced 
investment professionals do not know whether prices have peaked or 
troughed. Staying invested through the best and worst of times has 
proven to the best strategy over the history of the markets.

Whilst the market is volatile, it is a good time to review your current 
portfolio. Two key questions to ask yourself are: 

1.	� ‘Does my investment portfolio reflect my investment goals, 
personal circumstances and tolerance for risk?’ 

2.	� ‘Is my portfolio adequately diversified across different asset 
classes and geographical areas?’ 

It is probably time to review your portfolio if you cannot answer ‘yes’ 
to both these questions. Focus on making sure that your portfolio 
is on course to achieve your long-term aims whilst riding out the 
shorter-term instability. When you have a longer-term perspective 
with your investment portfolio, short-term volatility doesn’t matter 
nearly as much.

An equity investment is not a short-term investment - ideally, you 
should only look at an equity investment if you can allow at least five 
years to develop and grow your portfolio.

During a period of market instability, many investors tend to panic 
and focus only on the short-term losses, forgetting their original 
reasons for investing. The best way to avoid this is by putting a 
financial plan in place at the beginning of your investment journey 
which clarifies your financial goals and how you will achieve them. 
You cannot put a value on time spent achieving balance and 
diversification and securing your long-term objectives.

If you would like advice on your investment portfolio, please 
contact Mike Wall or Richard Penn.

Mike Wall
Chartered Financial Planner 
0151 255 2300
mike.wall@mitchellcharlesworth.co.uk 

Richard Penn
Chartered Financial Planner 
0151 255 2300
richard.penn@mitchellcharlesworth.co.uk 
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Off payroll working for the private sector

New tax rules for individuals working via their own companies for  
a medium or large businesses

What is IR35? 

The ‘IR35’ rules are designed to prevent the avoidance of tax and 
national insurance contributions (NICs) through the use of personal 
service companies (PSCs) and partnerships. The rules have been 
in situ since April 2017 for PSCs who provide their services to the 
public sector.

From 6 April 2020*, new tax rules are proposed for individuals who 
provide their personal services via an ‘intermediary’ to medium or 
large private businesses** (the ‘fee-paying business’ for the purpose 
of this article). An intermediary may be another individual, a 
partnership, an unincorporated association or a company. The most 
common structure is a worker providing their services via their own 
company (PSC) which is the term used in this article to summarise 
the rules which will apply to all intermediaries. 

What will the effect of IR35 for the private sector mean to me?

If determined that the rules apply to you, this will mean:

	� the fee paying business will calculate a ‘deemed payment’ based 
on the fees the PSC has charged for the services of the individual

	� generally, the entity that pays the PSC for the services must first 
deduct PAYE and employee National Insurance contributions 
(NICs) as if the deemed payment is a salary paid to an employee

	� the fee paying business will have to pay to HMRC not only the 
PAYE and NICs deducted from the deemed payment but also 
employer NICs on the deemed payment

	� the net amount received by the PSC can be passed onto the 
individual without paying any further PAYE and NICs.

The practical effect of these rules is that you will no longer benefit 
from the potential tax advantages of receiving such income via your 
own company.

The businesses to whom your PSC provides a service may look to 
renegotiate their contracts with you due to their increased cost of 
employer NICs.

The new tax rules apply to amounts paid from 6 April 2020 and so 
may affect current contracts.

Who will decide if the IR35 rules apply?

The onus will be on the fee paying business to form an opinion 
as to whether, if the personal services of the individual were 
provided under a contract directly between the individual and 
themselves, the individual would be regarded as an employee 
of the business. This is the same kind of employment status test 
based on case law that businesses and agencies have to consider 
when they hire staff directly.

HMRC has a Check Employment Status Service tool (CEST) to help 
businesses decide the status of individuals providing personal 
services to them, although HMRC is currently working ‘to identify 
improvements to CEST and wider guidance to ensure it meets the 
needs of the private sector’. HMRC state that the current tool is ‘able 
to determine employment status in 85% of cases’, which also means 
it is not correct in 15% of cases. Many commentators consider the 
accuracy of the tool to be much lower.

For reasons which are explained below, the business may be 
tempted to make a finding of ‘employment’, particularly if CEST 
indicates employment.

The Employment Status Service tool can be accessed at:  
www.gov.uk/guidance/check-employment-status-for-tax. 

Why have these rules been introduced?

The 2020 rules will replicate many of the effects of the 
‘intermediaries’ legislation enacted many years ago (often called 
the IR35 rules). This legislation requires, for example, a one person 
company to judge whether the IR35 rules apply. If IR35 applies the 
PSC would then treat the relevant fees received by the company as 
deemed payments to the worker and thus account for PAYE and NICs.

In the past, PSCs have made the decision as to whether they fall 
within the definition of off-payroll worker or not, with many viewing 
the risk of being ‘caught’ by IR35 worth taking given that the benefits 
of company profits being paid out under a ‘low salary, balance as 
dividends’ regime far outweighs the burden of paying PAYE and NICs. 
The new legislation however shifts the responsibility to the business 
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‘Off payroll working for the private sector’ continued…

receiving the services of the individual. This means that the risk 
of non-compliance falls onto the business. If the business decides 
the new rules do not apply, they face the possibility of a protracted 
dispute with HMRC. If the Tribunal decides against the business, the 
business will have to pay over PAYE and NICs to HMRC, having already 
paid the gross fees to the PSC.

What can you do if you disagree with the business deducting PAYE 
and NICs?

The government will require the medium or large business when it 
makes a status determination to:

	� communicate the decision to the worker in a Status 
Determination Statement (SDS), and

	� give the reasons for that determination if requested by the 
worker.

If you disagree with the decision you can use the tool to see if 
you obtain a different conclusion. If you obtain a result which 
confirms self-employment you can discuss the results with the 
business or you can contact us to discuss the matter. Even if you 
obtain an employment result, this does not necessarily mean the 
result is correct. 

The government will introduce a process whereby PSCs can make a 
representation to the fee paying business where you believe that the 
conclusion mentioned in the SDS is incorrect, with time thereafter for 
the fee paying business to respond. 

What is the tax effect on you? 

The important point to appreciate is that you will be treated in tax 
terms as an employee of the business that pays the PSC for your 
services. So if a contract ends during the 2020/21 tax year, the paying 
entity should send you a P45 showing the total deemed payment 
and deductions for PAYE and NICs. If the contract extends over the 
2020/21 tax year, the paying entity should issue a P60 to you showing 
the total payment and deductions in the 2020/21 tax year.

You will need to show the amounts on the P45 or P60 as an 
employment on the employment pages of your 2020/21 self 
assessment tax return.

The other important point to appreciate is that it is your company 
which is receiving the amounts from the paying entity. How can you 
extract such income tax efficiently? The draft legislation has special 
rules to allow you to do so.

What procedures does your PSC need to follow if deemed payments 
are received?

The PSC will deduct the amount of the payment it receives, as well as 
the PAYE/employee NICs costs incurred, from its taxable income, so it 
will not be taxed twice.

What if your company has other contracts hiring out your personal 
services?

Nothing is expected to change in respect of contracts your company 
has with “small” private sector clients. The possible application 
of IR35 needs to be considered but there is no change in the law 
regarding IR35. 

How we can help

We can help you decide whether to discuss the operation of the 
proposed legislation with the medium or large business.

If you have any queries, please do not hesitate to contact us.

*�	� As these reforms could dramatically increase costs for both private sector businesses and personal 
service companies, we wanted to raise awareness of the potential changes and the extent of the 
impact. However please note, whilst the new “off payroll” rules for the private sector are due 
to come into force on 6 April 2020, this is subject to the passing of the Finance Act 2019 at the 
Autumn 2019 fiscal event, the date of which has yet to be finalised. Information is provided as 
a guide only and this article should not be relied upon without having taken our more in-depth 
advice beforehand.”

**	 �What is a medium or large business? 
The government intends to use an existing statutory definition with the Companies Act of a 
‘small company’ to exempt small businesses from the new rules. Therefore the rules will exempt 
businesses meeting any two of these criteria: a turnover of £10.2 million or less; having £5.1 
million on the balance sheet or less; having 50 or fewer employees. If the business receiving the 
work of the individual is not a company, it is only the turnover test that will apply. 

Tim Adcock
Partner 
01244 323 051
tim.adcock@mitchellcharlesworth.co.uk
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Proposals for the simplification  
of Inheritance Tax

Simplification of Inheritance Tax (“IHT”)

Based upon the current rules, IHT applies primarily on death and 
gifts made to individuals within seven years of death. However 
there are a number of exemptions and reliefs, such as the annual 
allowance for gifts and business property relief, meaning potentially 
that no IHT is due. 

The government felt that the current IHT regime needed to be 
reformed and simplified. 

Earlier this year, the Office of Tax Simplification (“OTS”) published 
their second report and made eleven recommendations which they 
felt would deliver a “more coherent and understandable structure to 
tax”. We have set out the key recommendations of note below:

Reduction of the seven year rule to five years

This would mean that an individual only has to survive five years after 
making the gift to ensure that no IHT is due. This would help with the 
administration of the estate. 

Removal of taper relief

Currently, if an individual dies after three years but before seven 
years of making a gift, the amount of IHT payable is reduced. 
Effectively, the closer to the seven years the less IHT will be payable. 
By removing this taper relief, this has the potential to increase the 
amount of IHT payable. 

Introducing a new personal gift allowance and removing the 
multiple lifetime gift exemptions

Currently there are a few gift allowances, such as the annual 
allowance (£3,000 per year), small gifts allowance (£250 per year) 
and gifts in consideration of marriage (the amount depends upon 
the relationship between the person making the gift and the person 
getting married). Having one personal gift allowance would remove 
the administrative burden on the executors and would be welcomed. 

Reforming the regular gifts out of income or potentially replacing 
this with the higher personal gift allowance 

Regular gifts out of income is a very useful IHT exemption which 
allows individuals to make gifts out of the income without having 
to wait seven years or use up one of the gift allowances mentioned 
above. There are a number of conditions attached to this, for 
example, the gift needs to be out of surplus income; the lifestyle of 
the person making the gift must not be reduced; and there must be a 
regular pattern of gifts to that individual. If this were to be removed, 
then potentially more gifts would be subject to IHT. 
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‘Proposals for the simplification of IHT’ continued…

Consider how the IHT nil rate band is allocated, and who is 
responsible for any IHT payable on lifetime gifts 

At present, the IHT nil rate band (currently £325,000) is initially set 
off against any gifts that were made within the previous seven years, 
with the earlier gifts using up the allowance first before later ones. 
The remaining IHT nil rate band is then applied to the estate. The 
OTS felt that this was unfair, and that the IHT nil rate band should be 
allocated proportionately across all lifetime gifts made within seven 
years (this could be reduced to five if the first recommendation is 
implemented) of the date of death. Currently, unless the person 
making the gift specifically states that the gift is free from IHT, the 
person receiving the gift is liable for any IHT payable. These proposals 
would mean that any IHT payable is split proportionately rather than 
being due by one person or the estate. 

Review the interaction between IHT and capital gains tax

For capital gains tax purposes, the person inheriting an asset is 
treated as acquiring it at the market value at the date of death, as 
opposed to what the deceased actually paid for the property. The 
person receiving the asset can then sell the asset shortly afterwards 
without any capital gains tax being due. This is regardless of whether 
any IHT is payable on death. This could lead to situations where 
neither IHT nor capital gains tax is payable on death. The OTS has 
therefore recommend that the capital gains position be amended, 
so that if no IHT is payable, then the person inheriting the property 
is treated as acquiring the property based upon what the deceased 
paid. This could lead to significant capital gains tax liabilities arising at 
future dates. 

Business Property Relief

One of the main IHT reliefs is business property relief, which, 
provided certain conditions are met, means that potentially the 
entire value of the business property is not subject to IHT. This is 
quite a generous relief. The OTS found that the definition of a ‘trading 
company’ differs for IHT and capital gains tax purposes. The OTS 
stated that the tests for IHT purposes is of a lower standard than that 
for capital gains tax and has recommended that the same definition 
is applied to both taxes. By aligning the definition for both taxes, this 
could mean that potentially, more IHT will be due. 

Furnished holiday lets qualify for generous income and capital gains 
tax reliefs

However, they are treated as investments for IHT purposes. The OTS 
have recommended aligning the treatment for IHT purposes, which 
would result in the businesses being eligible for IHT purposes. This 
would be a welcome change.

To discuss any of the above in more detail, you shouldn’t hesitate to 
contact our Director of Tax, Latha Rogers.

The above is intended for guidance only.  
No action should be taken without having taken professional advice first. 

Latha Rodgers
Director of Tax  
0151 423 7500
latha.rodgers@mitchellcharlesworth.co.uk
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IHT thresholds on residential property

Make the most of inheritance tax allowances on  
residential property.

April 2017 saw the introduction of a new ‘family home allowance’ 
called the main Residence Nil-Rate Band (RNRB) which allows for 
more of an estate to be bequeathed free of inheritance tax (IHT).

The current threshold at which an estate becomes potentially liable 
for IHT at 40% is £325,000.

This allowance applies to residential property when it is left to ‘direct 
descendants’, for example, children, stepchildren and grandchildren. 
The allowance results in an additional £150,000 of nil-rate band – the 
term for the tax-free allowance – for any deaths that occur during 
the current tax year. Originally, the allowance was £100,000 and this 
has been increased by £25,000 each tax year, reaching £175,000 in 
2020/21. Future increases will then be in line with the Consumer 
Price Index. These figures are per person, so a married couple may 
benefit from double the allowance. 

In order to qualify, you must own a property, or a share in a property, 
which you have lived in at some stage (so, for example, an investment 
buy-to-let property would not qualify) and which you intend to leave 
to your direct descendants. For estates over £2 million, the RNRB 
is reduced at the rate of £1 for every £2 over £2 million (known as 
a ‘tapered withdrawal’), or 50% of the value in excess of £2 million. 
This allowance only applies on death, and not on gifts or any other 
lifetime transfers.

You won’t qualify for the increased nil-rate IHT band if you’ve 
assigned your sibling or any other relation to inherit your family 
home, as the rules only apply to your direct descendants.

The relief will not be available when property has been left in trust, 
and it is important therefore that why wills should be reviewed 
should you wish to take advantage of this.

Like the nil rate band for inheritance tax, the RNRB can be transferred 
between spouses if it is not used in whole or part when the first 
spouse died, even if the first death occurred before 6th April 2017. It 
also means that by 2020-21, a married couple potentially could leave 
their loved-ones a combined estate of up to £1million without being 
liable for IHT.

It is possible to protect the RNRB if you downsize or sell your 
family home and move into rented accommodation or a nursing 
home, however, you will need to provide evidence of the sale of 
the property.

Rising house prices in many areas of the country mean that 
thousands more people every year become liable for IHT. If you 
want to pass the value of your family home onto your children or 
grandchildren, the nil rate band itself is now frozen until at least 
April 2021. However, for the unmarried, and for those who leave 
no children or grandchildren, the inheritance tax nil rate band will 
remain the same.

Business owners are also likely to miss out on the tax savings. Most 
businesses can be passed down the family free from IHT because 
they qualify for Business Property Relief. However, even when this is 
the case, its value will be included in the value of estates for RNRB 
purposes, often pushing them over the £2m mark.

To get the most out of the tax saving effect of the residence nil 
rate band you should review your will, or make a will if you do not 
have one. 

The conditions for claiming the residence nil rate band are 
complicated, and we would urge you to seek professional advice 
to discuss the options available to you based on your individual 
circumstances.

Latha Rodgers
Director of Tax  
0151 423 7500
latha.rodgers@mitchellcharlesworth.co.uk



Mitchell Charlesworth | Strength In Numbers 

| 9 |

Creative Industries Relief 

Are you missing out on Creative Industry Tax Relief?

Back in In January 2019, we produced an article on the benefits of 
the available creative industry tax reliefs, giving an overview of what 
they are (additional Corporation Tax Relief), who can claim them (a 
surprisingly wide range), and how Mitchell Charlesworth can help 
clients take advantage of these tax planning opportunities (contact 
us for a chat). If that article passed you by, we’d recommend that you 
take a moment to read through it by visiting bit.ly/CITaxRelief.

At the beginning of August 2019, HMRC released their annual 
statistics on the total amount of relief given to businesses in the UK in 
2018 - 2019, and we’ve set out our findings below.

Overall, the government handed out an additional £200m in creative 
industry relief, bringing the 2018 - 2019 total to £1.1 billion. These 
increases largely come from the Film and High-End TV reliefs, which 
more and more companies are now taking advantage of.

The below table shows the split of the relief between the various 
types available and the trends from the previous 3 years.
 

What does this mean for SMEs?

Closer inspection of the figures reveals a clear trend across the board 
- the main users of the relief tend to be large companies, meaning 
that this tax planning opportunity is going largely unused within 
the SME market, where in many instances, it can make a significant 
difference to ongoing and future activities.

Why is this happening?

As with many reliefs, their existence is not common knowledge and 
the publicity surrounding these reliefs isn’t as wide ranging as it could 
be. There’s also a common misconception that making these claims 
can be heavily administrative and timely, without any significant 
benefit being obtained. It is also believed that scrutiny from HMRC 
will be increased as a result of a claim, which from our experience, is 
not the case.

How can we help?

SMEs who are not currently utilising the creative industry reliefs can 
make a claim which may be a way for them to generate some extra 
cash. This can be reviewed retrospectively and result in a refund of 
Corporation Tax or payment of a cash credit from HMRC. 

For advice and guidance on Creative Industries Tax Relief and if it 
is applicable to your business please contact Phil Hartley for a no 
obligation conversation.

Phil Hartley
Manager  
0161 817 6100
phil.hartley@mitchellcharlesworth.co.uk

Figure 1: Amount of Creative Industries Tax Reliefs paid (receipts basis), 2016-17 to 2018-19
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New accounting rules for solicitors  
in November 2019

The Solicitors Regulation Authority (SRA) has confirmed new 
accounting regulations will come into force on 25 November 2019.

The regulator said the new standards and regulations are shorter 
and more targeted than the existing set. Much reduced in length, the 
new regulations will remove many prescriptive rules, reducing the 
burden on solicitors and law firms and allowing for greater freedom 
to use their professional judgement in considering how they meet 
the standards.

What are the key changes to the SRA Accounts Rules 2019?
Key changes being introduced include:

	� Creating separate codes of conduct - one for law firms and one 
for solicitors 

	 The existing 52 rules and have been condensed into 13 principles

	 The Accounts Rules have reduced from 41 pages to just 7.

Essentially, the above will mean simpler account rules that focus 
on the principles of keeping client money safe, rather than lots 
of specific technical rules; freeing up solicitors to carry out ‘non-
reserved’ legal work from within a business not regulated by a legal 
services regulator; and allowing solicitors to provide reserved legal 
services on a freelance basis.

The emphasis over the last few years for the SRA has been to simplify 
the accounts rules, moving towards outcomes-focused regulation 
to ensure greater flexibility for each firm on their internal systems 
and controls. These changes have been on the horizon for a number 
of years, including changing the way we, as accountants, have 
approached our review work.

Over the last three years as part of our review work we have worked 
closely with our clients to make recommendations and try to improve 
their internal reporting functions.

Although a change can appear to be a daunting prospect, for the 
majority of firms with robust systems and controls already in place, 
the message should be “more of the same”.

The changes will allow an internal review and should enable some of 
the complex functions to be removed. As long as the following key 
principles are followed, then all other aspects should fall into line:

	� Ensuring client money is always maintained and recorded 
separately from the firm’s money

	� Ensuring client money is treated correctly and for its intended 
use (not providing bank facilities)

	� Ensuring the prompt returning of any remaining client money at 
the end of the matter.

Firms can do several things to embrace this change and if not already 
doing so, we would recommend that an internal breach report is 
created and maintained by the COFA and COLP. We find that firms 
that have an open reporting approach are able to spot system errors 
and identify training needs a lot quicker than firms that do not.

Mitchell Charlesworth act for a number of law firms, so please do 
contact us if you would like to discuss the new regulations.

Mike Buxton 
Partner
0151 255 2300
mike.buxton@mitchellcharlesworth.co.uk
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HMRC’s preferential status in insolvency 

On 11 July 2019, the UK government published draft legislation 
for the Finance Bill 2019 which contains important changes to 
insolvency law. 

What could be changing?

From 6 April 2020, HMRC will have secondary preferential status for 
taxes collected by businesses on behalf of taxpayers (including VAT, 
PAYE income tax, employee National Insurance Contributions and 
Construction Industry Scheme deductions). This is, in part, a return to 
the preferential status held by HMRC in 2003 but surrendered in the 
reforms brought in that same year. 

The fresh proposals have caused real concern amongst both lenders 
and insolvency professionals, as they do not address questions about 
the impact of this change on existing lending facilities and future 
lending. Leading businesses groups and insolvency experts have 
written to the Chancellor warning that the plans ‘will have serious 
consequences on the UK economy’.

Why the concern?

The concern arises from the effect that the HMRC proposal causes 
in relation to those stake holders and financial institutions that have 
entered the funding market since the banking crisis in 2008. These 
lenders more often rely on floating charge recoveries or calculate 
lending exposure based on floating charge recoveries and are at odds 
with the changes.

These lenders, primarily asset based lenders (ABLs) have taken 
comfort from their ability, when lending, to recover exposure from 
the floating charge realisations in the event of an insolvent failure. 
Borrowers have been able to utilise the value of a floating charge 
surplus to obtain and enjoy cash flow funding. Both lenders and 
borrowers now face the prospect of losing that surety. ABLs will now 
require borrowers to both track and report their HMRC liabilities 
more frequently and more precisely than in the past and lenders will 
now want certainty on the HMRC liability position as part of any new 
lending consideration.

What will be the impact?

In the event of an insolvency occurring, a lender relying on the 
floating charge will be less likely to see recovery of the funds that 
they have lent. The net effect is that lenders will either demand 
greater degrees of personal security on corporate lending or will 
simply restrict the funds they lend. Either way, this is likely to impact 
on the volume of new lending available to healthy businesses and 
reduce the willingness of lenders to consider assisting ailing / 
struggling businesses. It will also undoubtedly make for more 
expensive borrowing at a time of marginal growth in the private 
sector which is already facing much uncertainty.

Many of the accountancy and insolvency bodies have raised what 
they consider to be grave concerns at what they see as an ill-
conceived and rash action by HMRC. HMRC disagree with this view 
and are determined to press ahead with the changes claiming that 
they will further improve recoveries of unpaid tax from insolvent 
companies for the national benefit.

As is always the case, there are two sides to every story but this does 
appear to be a case of HMRC wanting to return to the days of full 
preferential creditor status and regain the privileged status previously 
enjoyed. 

What could this mean for borrowers?

Borrowers should expect their lender to be more diligent, they 
should be ready and able to provide timely and accurate information 
regarding your liabilities, and finally, do not be surprised if it costs you 
more to borrow.

The draft legislation went out for consultation until early Autumn. 
There are plans to pass the Finance Bill after Budget 2019 later this 
year, following the current Brexit deadline of 31 October. We will 
provide further updates when any announcements are made by the 
Government.

Jeremy Oddie 
Partner
0161 817 6100
jeremy.oddie@mitchellcharlesworth.co.uk
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Employing people over the state pension 
age: National Insurance Contributions

As a result of the Government removing the Default Retirement 
Age back in 2011, there are currently over 1 million people working 
beyond their state pension age in the UK.

As you would expect, this has implications for employers, in as much 
as careful consideration needs to be given to an employee’s National 
Insurance Contributions (NICs) at, and beyond, state pension age.

For the employee, this means that Class 1 primary NICs will cease.  
For employers however, Class 1 secondary contributions must 
continue to be paid in the normal way in respect of employees over 
the state pension age.

NIC Exemption after state pension age 
 
This NIC exemption for employees operates by reference to the date 
on which an employee is paid. Any earnings that are due to be and 
are paid after the individual reaches state pension age are not subject 
to NICs. However, the following remain subject to employee NICs as 
usual:
 

	� Any amounts paid before the employee reaches state  
pension age

	� Any amounts paid after they reach state pension age that 
should have been paid before they reached it (e.g. salary 
which is paid late).

 
What should employers do once an employee reaches state pension 
age?

Employers need to update their payroll records to ensure that they 
stop paying NICs. This is done by changing the employee’s National 
Insurance category letter to ‘C’ in their payroll system.

How does an employer calculate an employee’s state pension age?

Whereas in the past, an individual reached their state pension age on 
their birthday, this is no longer the case, and instead is determined by 
when they were born and their gender.

Therefore, care should be taken before making any changes; obtain 
proof from your employee that they have reached state pension page 
(birth certificate, passport or a certificate of age exception (CA4140) 
if they have one), and then use the GOV.UK calculator to check the 
employee’s state pension age (www.gov.uk/check-state-pension).

Alternatively, if the employee would prefer not to provide you 
with these documents, they can write to HMRC to request a letter 
which can be shown to you instead. This letter will confirm that the 
employee has reached state pension age and therefore does not 
need to pay NIC anymore.
 
What happens if an employee reaches state pension age midway 
through a pay period?

Whilst possible, it’s highly unlikely that an employee will reach state 
pension age on their payday! 
 
It’s important to remember that when you change an NI category it 
will apply for the whole of that pay period. You therefore must be 
careful in deciding when to change an employee over to category C.
 
The right time to change to category C will depend on when the 
employee reaches state pension age in relation to the payroll 
processing date.
 
If the employee reaches state pension age before you process their 
pay for a period, you can change their category at that point and they 
(correctly) will not pay any NICs for the whole period.

If the employee will not reach state pension age until after the payroll 
processing date, then you need to leave their category as it is for that 
pay period to ensure NICs are collected. You can then change their 
category in the next pay period.
 
After you have changed an employee’s NI category to C, you should 
carry on reporting year-to-date information under the old category 
letter until the end of the tax year.
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What happens from an employee’s perspective?

Employees who start to claim the state retirement pension (rather 
than deferring it) whilst still in employment are likely to be issued 
with a new tax code. The reason for this is that while the state 
pension is taxable, tax is not deducted from it at source. The 
employee’s tax code is therefore adjusted to reflect the amount of 
state pension that they receive. This could result in a drop in take-
home pay for the employee, despite no longer having to pay NICs.
 
Finally, if you show class 1 secondary NICs on payslips it may be 
worth explaining to employees above state pension age that this is 
an amount paid by you as an employer, and not a deduction from 
their wages. 

If you require any clarification around this article please contact  
Ken Davies or Joanne Nieman.

‘Employing people over the state pension age: 
National Insurance Contributions’ continued…

Ken Davies
Director of Payroll 
0151 423 7500
ken.davies@mitchellcharlesworth.co.uk

Joanne Nieman 
Manager
0151 423 7500 
joanne.nieman@mitchellcharlesworth.co.uk

MC news update

MITCHELL CHARLESWORTH HOSTS CHARITY 
QUIZ IN AID OF RONALD MCDONALD HOUSE

Last month Mitchell Charlesworth hosted a 
charity quiz on behalf of Ronald McDonald House, 
Manchester.

Around 90 local professionals battled it out to take 
top spot, raising over £1500 for the charity. MC 
Tax Manager Phil Hartley proved to be an eloquent 
orator, and can now add quiz-mastery to his list of 
talents alongside tax aficionado.

The charity is very close to Phil’s heart, as they 
supported him and his family when his son had 
open heart surgery for tracheomalacia by providing 
a ‘home away from home’ during what was a very 
difficult time. Phil and his family will always be 
grateful for their support and the quiz was all about 
giving something back to the charity.

Our congratulations go out to lawyers Slater Heelis 
LLP (Joe’s Minions - pictured below) for taking first 
place. Well done to our very own VAT partner Alison 
Birch who successful bid for the signed Manchester 
United football in our silent auction. 

Thanks to all who joined us.  
Hope to see you at the next one!
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RAFT OF NEW CLIENT WINS FOR OUR  
MANCHESTER OFFICE

Mitchell Charlesworth has secured a raft of new client wins 
across Manchester and the North West. Six local businesses 
have appointed Mitchell Charlesworth to provide a full 
range of financial and business advice services, including 
audit and accounts, tax planning, VAT, R&D tax credits, 
payroll and strategic planning.

Mitchell Charlesworth’s new client wins include notable 
companies in its portfolio such as the award-winning 
North West recruitment agency, Jobwise, which has been 
assisting local businesses and job seekers for over 40 years 
and recently won a hat trick of awards at the Greater 
Manchester Business Awards in February; and Manchester-
based HairShark, an innovative haircare tool that is the 
world’s first 2-in-1 backcombing brush and gives a perfect 
bouffant hairstyle.

The firm has also been appointed by Thrive Media Group 
which owns Add People, one of the UK’s largest digital 
marketing agencies. Headquartered in Altrincham, the 
company specialises in helping SMEs with their digital 
marketing. It has 150 employees advising over 3500 clients 
across the globe on their digital marketing strategies.

Other recent business wins for the firm include Urmston-
based Kin Bakehouse & Kitchen, an independent cafe 
bakery business run by two female entrepreneurs; Rochdale 
charity Link4Life which encourages people to live more 
active, creative and healthy lifestyles; and Yozu, a specialist 
software development company that designs intuitive 
desktop and mobile applications. 

Alison Buckley, partner at Mitchell Charlesworth’s 
Manchester office said: “This is a very exciting time for us 
with such an influx of innovative and successful new clients 
and it really is a testament to the strength and expertise of 
the team that we are celebrating these wins.” 

MANAGING PARTNER COMPLETES 200 MILE 
CHALLENGE IN AID OF SCOUT GROUP

In June Paul Wainwright, managing partner of Mitchell 
Charlesworth, ran and cycled 200 miles over four days in aid 
of the 1st Great Sutton Scout Group in Cheshire.

Paul, who lives in Little Sutton and is the ex-chair of the 
scout group, ran 15 miles and cycled 35 miles per day, for 
four consecutive days, from Chester Racecourse to the 
Millennium Dome in London.

He was joined by family, friends and colleagues who 
supported him at various stages of the challenge.
Paul raised over £1,800 for the scout group, which will go 
towards the fit out costs of their new HQ.

Commenting on his ambitious challenge, Paul said: “I have 
now pretty much recovered from my 200 mile trip which was 
nearly a challenge too far but thankfully, despite four of the 
hottest days of the year, we made it!

“Thanks to everybody who has sponsored me and those who 
ran and cycled with me during the four days. Thanks also to 
Janice and Steph, the back-up logistics team.

“We are really looking forward to the start of the build now 
and taking occupation of the new HQ.”

‘MC news update’ continued…
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‘MC news update’ continued…

KEY PROMOTIONS AND A NEW APPOINTMENT  
BOOST TEAM

The firm has strengthened its audit and accounts team with four 
key promotions and a new appointment.

Louise Casey, Ramon McKenna and Heather Townsend have all 
been promoted to associate, Amy Taylor has been promoted to 
manager and John Davies has joined the team as a manager.

Louise Casey graduated with a degree in business and 
marketing, and then worked for an international bank before 
moving into accountancy 10 years ago. Louise subsequently 
became ACA qualified, and manages a wide range of large, small 
and medium sized clients within the Liverpool office portfolio, 
including a variety of not-for-profit entities and manufacturing 
companies. She works with the audit compliance partner, 
managing the audit function across the practice.

Ramon McKenna qualified as a certified accountant in 2008, 
joining Mitchell Charlesworth’s Liverpool office in March 2016. 
He has more than 18 years of experience of working with a wide 
range of small and medium sized companies and has specialist 
knowledge of group accounts and solicitors’ accounts rules.

Heather Townsend started her career in accountancy with 
Mitchell Charlesworth in 2007 and qualified as a chartered 
accountant with the support of the firm. Based in the firm’s 
Chester office, she advises companies across a wide range of 
sectors, in particular within the manufacturing and construction 
industries. She also specialises in the legal sector, performing 
compliance audits for solicitor clients and other client money 
regulated clients.

Amy Taylor joined Mitchell Charlesworth in 2011, qualifying as a 
chartered accountant in 2017, and is a manager within the audit 
and accounts team at the firm’s Widnes office. Amy provides 
audit and accounts services to a mixed portfolio of businesses in 
addition to delivering cloud software and digitalisation support 
and training.

Paul Wainwright, managing partner at Mitchell Charlesworth, 

said: “It is extremely important to us to invest in and help 
develop our people. The individuals promoted are valued 
team members who have made a strong contribution to the 
growth of Mitchell Charlesworth and consistently demonstrated 
outstanding work for their clients.”

The firm has also welcomed a new member of staff with the 
appointment of John Davies.

John started his career in accountancy in 2001, initially working 
in industry before moving into practice in 2003. He is qualified as 
a chartered certified accountant and based in the firm’s Widnes 
office, John has specialist knowledge of auditing, accounting and 
taxation procedures and also provides cloud software support 
and training. He manages a varied portfolio of clients, ranging 
from sole traders and partnerships to small and medium sized 
enterprises. John has experience of advising businesses across 
a wide range of sectors including manufacturing, property, 
construction, transport and logistics, hotel and leisure and 
academies.

Commenting on John’s appointment, Paul added: “John brings 
a wealth of knowledge and experience and will play a key role 
in delivering audit and accounts services to our client base in 
Widnes.”

Pictured (Left - Right): Heather Townsend, Ramon McKenna,  
Paul Wainwright, Louise Casey, John Davies, Amy Taylor
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More than just your accountants

	� MC Vanguard Corporate Finance

	 Payroll - Outsourced Service

	 Tax Advisory

	 Audit & Accounts

	 �Corporate Recovery  
& Insolvency

	 MC Insurance Solutions

	 MC Wealth Management

	� Mitchell Charlesworth  
Cloud Accounting Solution  
incorporating Xero

CHESTER 
24 Nicholas Street, Chester CH1 2AU
T: 01244 323051   F: 01244 344535

LIVERPOOL 
5 Temple Square, Temple Street, Liverpool L2 5RH
T: 0151 255 2300   F: 0151 255 2301

MANCHESTER 
Centurion House, 129 Deansgate, Manchester M3 3WR
T: 0161 817 6100   F: 0161 817 6101

WIDNES 
Glebe Business Park, Lunts Heath Road, Widnes WA8 5SQ
T: 0151 423 7500   F: 0151 423 7505

HHHHH
Please take a moment to review your experience 
with Mitchell Charlesworth. Your feedback not 
only helps us, it helps other potential customers.


