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Sir David Fell
Appointed Chairman

Sir David Fell has been appointed
as Non-Executive Chairman of
Goldblatt McGuigan.

Formerly Head of the Northern Ireland Civil
Service, Sir David recently stepped down from
the Chairmanship of Northern Bank Limited
following its acquisition by Danske Bank.
However he remains a Director of National
Australia Group (Europe) and of the Clydesdale
Bank and is a Director of the Chesapeake
Corporation (USA), which acquired Boxmore
International plc in 2000.

Welcoming Sir David to his new role Sam
Goldblatt, Managing Partner said that his
appointment was a very important
development for the firm and that Sir David’s
wide ranging knowledge and experience would
be of great benefit to the Partnership and to
Goldblatt McGuigan’s clients.

“Sir David is a rarity in Northern Ireland”, said
Sam Goldblatt, “someone with a proven track
record that spans the public, private and

community sectors and a level of management
and Board level experience that is second to
none. We recognise the very major
contribution Sir David can make to the future
development of the firm and to our delivery
of top level services to our clients. We are
delighted and honoured to have him on board”.

Commenting on his appointment Sir David
Fell said:

“I have known Sam and the practice for many
years and have always been impressed not
only by Goldblatt McGuigan’s professionalism
but by their energy and enthusiasm in what
they do. The opportunities for further
developing the practice’s range of services
are considerable and | look forward to working
with the Partners in exploring the potential”.

In addition to his private sector Directorships
Sir David Fell is President of the Extern
Organisation, Chairman of the Prince’s Trust
in Northern Ireland and a Pro-Chancellor of
Queen’s University Belfast.

New IT
Security
Service

In response to client demand, this month
sees the launch of our new IT Security
Consultancy Service, headed up by
Steven Goldblatt.

A highly experienced IT specialist and

a Certified Ethical Hacker and Forensic
Examiner, Steven and his team can provide
a range of a IT Security assessment,
investigation and advisory services.

Security Assessments

Securing your Network Infrastructure is
a priority in network planning and
management. Hacking and the transfer of
malicious code, such as trojan horses or
worms has had a devastating impact on
Microsoft networks throughout the world.

A Security Assessment will audit your
existing infrastructure and recommend
security measures to tighten any
weaknesses in your network. Methods
include a Penetration Test to assess how
vulnerable your business is to hacking.
Possible weaknesses include firewalls,
remote access, spam-filtering, buffer
overflows, denial of service attacks and
web content management

Forensic Investigation

Forensic data from a user’s computer
and storage media is often pivotal in the
prosecution or defence of anything from
breach of contract through industrial
espionage to other criminal activity. We
can undertake thorough investigations of
IT systems and equipment to provide
evidence to help a client make a clear
judgement whether to proceed with
action or to help win a legal battle.

For further information on these and other
IT Security services or to discuss your
particular IT Security issues contact

Steven Goldblatt: secureit@goldmac.com



Welcome to the Spring/Summer
edition of the Advisor

It gives me great pleasure to be able to announce

the appointment of Sir David Fell as our Chairman.
| am delighted that he has agreed to join the firm.
| have no doubt that his unique set of skills

and experience will be a major asset and that his
counsel will prove decisive in helping us shape
our future development.

Sam Goldblatt, Managing Partner
goldblatts@goldmac.com

FSA Regulation

for Insurance
Intermediaries

From 14 January Insurance Brokers and other Intermediaries

carrying on a regulated insurance mediation activity in the UK

are now regulated by the Financial Services Authority (FSA).

The FSA is the independent organisation
responsible for regulating the financial services
industry in the UK. It has a wide range of rule
making, investigatory and enforcement
powers in order to meet its overall aim which
is “to promote efficient, orderly and fair
markets and to help retail customers achieve
a fair deal.” The FSA Handbook contains the
detailed rules and guidance for all FSA
authorised firms and covers many areas such
as Conduct of Business, Training and
Competence, Market Conduct, Money
Laundering, Supervision and Reporting.

The rules introduce additional reporting
requirements for member firms to the FSA
than under the previous regulators, the
General Insurance Standards Council (GISC)
and the Personal Investment Authority (PIA).
The main reporting requirement is known as
the Retail Mediation Activities Return (RMAR)
which must be submitted twice annually within
30 business days of the relevant reporting
period and must also be submitted
electronically. The information requirements
in the RMAR differ depending on firm type
and the regulated activities carried on by the

firm. As well as the financial information,
information on other compliance matters is
required to be included on the RMAR.

In addition to the periodic reporting to FSA,
firms must also make immediate notifications
in certain circumstances where a matter
would have a serious regulatory impact; e.g.
any action or proposed restructuring which
would impact on the firm’s resources;
breaches of rules; failure of the firm’s systems
and controls.

Where the Insurance Intermediary holds client
monies, there is also a Client Money Audit
Requirement. An independent audit report
giving an opinion on the firm’s systems and
controls and compliance with the client money
rules is required to be submitted to the firm
within four months of the year end (and to
the FSA if they request it within 6 years). This
audit requirement is in addition to any
statutory audit requirement that the firm may
have under Company Law.

Kay Collins: collinsk @goldmac.com
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No, not another heated debate
within our Forensic Department!
but the question I asked my friend
and colleague Karen Hamill in
January of this year regarding
building homes in rural Africa!
Karen and I have volunteered to be
part of a 15-strong Habitat for
Humanity Northern Ireland team
in July 2005.

Habitat for Humanity Northern Ireland (HFHNI)
is a cross-community, Christian self-build
housing organisation which helps low-income
families build and purchase their own homes
at a price they can afford. As part of the
Global housing movement HFHNI is
committed to raising funds and sending teams
of volunteers all over the world to help families
in need of shelter build simple affordable
homes. Since 1976 HFHNI has built more
than 175,000 homes, sheltering over 900,000
people in over 100 countries worldwide.

Despite having experience in balancing figures
rather that hods of bricks, Karen and | hope
to be able to add to the 175,000 homes that
have already been completed in 100 countries
around the world, almost 2,000 of which are
in Tanzania alone.

We have nearly reached our final fund raising
targets of £1,500 each by organising coffee
mornings, a sponsored abseil in a Wonder
Woman outfit (Karen only in that one!), a pub
quiz and a charity Black Tie Summer Ball in
the Hilton, Belfast Waterfront compered by
our fellow team member and local TV celebrity
Christine Bleakley.

Mark Archibald: archibaldm@goldmac.com



The recent issue of UITF Abstract 40, Revenue
Recognition and Service Contracts, will have
a major impact on professional service firms
such as solicitors, architects, quantity
surveyors, marketing consultants and
accountants. In general, most of a firm’s
uncompleted work at the end of an accounting
period will need to be valued at selling price
(including partners’ time) and included within
debtors. The abstract applies to all financial
statements relating to accounting periods
ending on or after 22 June 2005 but earlier
adoption is encouraged.

The general principle of UITF 40 is that the
seller must recognise revenue to the extent
that it obtains a right to consideration in
exchange for the performance of its duties.
If it has performed some, but not all, of its
contractual obligations, it is required to
recognise revenue to the extent that it has
obtained the right to consideration through
its performance. This should not be confused
with the raising and payment of interim
fees, which merely reflect the agreed timing
of payment.

The abstract considers whether contracts
should be treated as long term contracts and
accounted for under SSAP 9. The definition
of a long term contract has widened but in
practical terms remains largely unchanged.

UITF 40 principally affects short term
contracts where incomplete work has usually
been valued at cost, excluding partners’ time.
Where the substance of the transaction is
such that the seller’s obligations are
performed gradually over time, revenue should
be recognised as the contract progresses to

reflect the seller’s partial performance of its
contractual obligations. This applies where
the substance of the contract is either:

+ To provide services of staff where the
seller earns the right to consideration for
each unit of time worked; or

» Torequire the seller to use its skills and
expertise in carrying out acts that will
take some time to perform even when
the final product is encapsulated in a
document such as a report.

In such cases revenue is recognised to reflect
the accrual of the right to consideration as
the contract progresses by reference to the
valuation of the work performed. The amount
of revenue to be recognised is in;

« the amount of revenue that may be
derived from time spent

+ the amount of revenue which will reflect
the fair value of the services provided
as a proportion of the total fair value of
the contract.

The amount of revenue recognised should
reflect any uncertainties as to the amount
which the customer will accept and be able

to pay.

In the case of contingent work where the right
to consideration does not arise until the
occurrence of a critical event, the occurrence
of which is outside the control of the seller,
revenue is not recognised until that event
occurs. Such cases will continue to be
included within work in progress at the lower
of cost and net realisable value.

Maternity Pay

New regulations which change the
way statutory maternity pay is
calculated took effect on April 6.

The Old Rules:

Statutory Maternity Pay (SMP) is based on an
employee’s average weekly pay during the
eight-week reference period leading up to the
15th week before the baby is due. Any
subsequent pay rises are ignored in this
calculation. This calculation is very important
as SMP for the first six weeks is paid at 90%
of average earnings whilst for the remaining
20 weeks it’s paid at the lower of a. £106 per
week or b. 90% of average earnings. Naturally,

it is in the employee’s interests to argue for
the highest possible average earnings during
the reference period (to boost their SMP
entitlement).

The New Rules: As a result of the Alabaster
v Woolwich case, the Government has just
introduced the Statutory Maternity Pay
(General)(Amendment) Regulations 2005.
These now oblige you to recalculate the level
of SMP if a pay rise takes effect at any time
between the start of the reference period and
the end of maternity leave (ordinary or
additional), i.e. the pay rise must be reflected
in the SMP award.

Impact on Professional Service firms
The effect for many professional firms will be
a stronger balance sheet, as work in progress
at cost will largely be replaced by accrued
income /amounts recoverable from contracts
at selling price. Firms will need to consider
their current accounting systems and ensure
that they are capable of valuing their
incomplete work on this basis.

The most significant effect for firms will be
the one-off tax hit in respect of the uplift in
value required in the 2006 accounts (if not
adopted earlier). The majority of professional
firms have 31 March or 30 April year ends
and therefore the uplift will be taxed in
2005/06 and 2006 /07 respectively.
Balancing payments will be due on 31 January
2007 fory/e 31 March 2006 and on 31
January 2008 for y/e 30 April 2006. This will
also have an impact on the following tax year’s
payments on account although these can be
reduced. At this stage there are no proposals
to spread the additional tax liability over a
number of years as was possible when the
cash basis of accounting was abolished in
the late 1990’s.

Partnerships and LLPs will also need to
consider to whom the increase in asset values
should be attributed or whether it should be
placed in a non distributable reserve.

Susan Dunlop: dunlops @goldmac.com




Clients in the News

The North West Independent Hospital
has recently completed a £2 million purpose
built Sterile Services Unit, designed to be the
first commercial operation of its kind in
Northern Ireland.

The new unit has been established to combat
the spread of infections, such as Variant CJD,
via surgical instruments. As well as specialist
pass through water disinfectors and the first
pass through clean steam sterilizers for surgical
instruments in Northern Ireland, the new unit
has a state-of-the-art surgical instrumentation
traceability system.

The unit is initially accommodating only

the North West Independent Hospital’s

own instrumentation but hopes to acquire

a CE mark and to be operating commercially
by November.

The Glenavna House Hotel,
Whiteabbey is to close at the end of
September. One of our longest standing clients,
the hotel's owner, Mrs Vi Rodgers has made
the decision to call it a day in light of ‘new
legislative requirements and other burdens’.
The 32-bedroom hotel is located in four acres
of gardens and parkland and was once home

Implementing a strategy early is
the key to protecting your network
from spyware and adware.

Spyware and adware seem to be
plaguing organisations more every
day. Last year there were

more spyware infections than
virus infections, evidence that
these programs increase risk for
our organisations.

There are a wide variety of IT skillsets within
our businesses, and divergent levels of technical
understanding. As a result, we are facing a
growing trend of users who click on pop-ups
offering free online bets or other enticing claims.
We also seem to have a number of users who
uncontrollably follow links and type in websites
with little or no recognition of the pain they
might be causing themselves, the IT department
or the company.

Not only do these pop-ups cause huge
frustration, they often cause several network
problems. These include flooding the network
with traffic, causing more pop-ups, and allowing
for the installation of spyware and adware.

to former MP Sir Wilson Hungerford. Originally
a 19th Century gentleman’s residence, the
Glenavna building was converted into a hotel
in the early 1960s, and Mrs Rodgers took
over in 1980.

We wish Mrs Rodgers a very happy retirement.

Ferguson Wheeler Associates the Belfast
based Architecture and Interior Design practice
is celebrating the opening of Phase 1 of the
new Dundrum Town Shopping Centre, Dublin.
The firm has been heavily involved in the project
since 1999.

Dundrum Town Shopping Centre

So why not simply install a pop-up blocker?
Well, pop-ups are not the only culprit - spam,
websites, and malicious links can all install
spyware and adware without the user knowing.
A pop-up blocker may help a little but, again,
the problem can emerge by simply clicking on
a pop-up that installs the spyware and adware.
And these can include key-stroke loggers,
backdoors creators, and spam propagators
that steal email addresses, redirect web traffic
to malicious sites and, the real kicker, download
even more spyware and adware.

A well-defined process and tool set is the only
way to get widespread detection and resolution
in an organisation.

By deploying the proper enterprise-wide ‘anti-
spyware’ solution you can often detect, and
sometimes prevent, the problem at inception.
There have been arguments within the IT
security industry that the tools are not ready
for major deployment, but now finally there
are enterprise-solutions that we believe an
organisation cannot afford to delay deploying,
thus detecting and reducing the threat.

Starting with detection, the spyware and adware
tools that we tested and have now deployed in
a networked environment with central logging,

Very much the new ‘in place’ to shop in Dublin,
the Dundrum Centre has attracted many new
to Ireland retailers including anchor tenant
House of Fraser together with many other
leading retailers such as H & M, Hugo Boss,
Daisy and Tom, Moulton Brown, Massimo Dutti
and Jane Norman. Phase 2 will open in the
Autumn and include a Harvey Nicholls fashion
store and restaurant, further retail units, offices,
a hotel and a public library.

gave us good information as to which PCs and
users were the worst offenders. Armed with
this information, we began a multi-layered
approach to prevent and rid the organisation
of the problems. This approach has included:
enhancing our spam filters; enabling web filters
on the firewall; and proactively blocking
detected problem sites.

Adware and spyware problems are a growing
trend that will get worse according to most
industry predictions. Given the risks associated
with spyware and adware, it is important to
have a strategy to keep your network safe.

Embracing and deploying tools that help
combat the problem sooner rather than later
will help minimise the risk.

Steven Goldblatt: secureit@goldmac.com



Man Utd seeing through the Red Mist

The two year stalking of Manchester United
plc by retiring American tycoon, Malcolm
Glazer, has been the subject of much media
speculation. This interest has gone into
overdrive since the news broke that Glazer
had secured the strategic 28.9% shareholding
of Cubic Expression, the investment vehicle
controlled by Irish gambling magnates JP
McManus and John Magnier. This acquisition
took Glazer’s interest in Man U plc to 57%,
triggering a mandatory all share offer under
Stock Exchange rules. Red Football, Glazer’s
bid vehicle, subsequently bought shares in
the market increasing his holding to 76%.
The offer of £3 per share values Man U plc
at over £800 million.

From a corporate finance perspective, the
Glazer takeover has made fascinating reading,
not least because of the juxtaposition of
(relatively) small but highly vocal groups of
important customers i.e. fans, including
Shareholders United and Not4Sale. Beyond
all the speculation and hype, there are issues
that warrant consideration, including:

> What do small shareholders do?

> The use of Man U plc assets to secure
debt finance.

Y How did the Board of Man Utd plc run
the business?

Yy lIsit a good deal for shareholders?

S Can Glazer make the investment pay?

At 31 July 2004, some 32,000 shareholders
held 7.7 million shares, amounting to 2.9% of
the share capital. With an average investment
of £725, these “small” shareholders have no
major financial incentive to sell. In order to
force a compulsory acquisition, Glazer needs
to acquire 90% of the shares he was bidding
for - in other words increase his total holding
to 97.6%.

At the time of going to press, the offer has
just closed and Glazer now controls 97.3% of
the shares and has acquired 88.7% of the
shares he didn’t already own - just not quite
enough. Its looks as though a small minority
has decided to hang in and this could make
things difficult for the new owner; the AGM
would not be one to miss. It would also keep
Man U plc’s financial activities in the public
eye which should be in the interest of the
wider fan base. It might even prove a good
investment at £3 per share.

There has been considerable indignation
among fans at the intention to pledge Man U
plc assets to secure £265 million of
acquisition debt. For a quoted company, this
is off-limits. However once the magic 75%
holding allowing de-listing from the Stock
Exchange was achieved, Man U plc can be
taken private and provide financial assistance
for the purchase of its own shares. This
procedure commonly referred to as a
“whitewash” is well known to those involved
in M&A and is an important element of the
majority of acquisitions in Northern Ireland.
There are two issues here for Man U plc. For
shareholders who choose not to sell, their
share of underlying assets will be used to
copper fasten the Glazer deal. For the wider
fan base, the thought that the seat you are
sitting on has helped pull together a predatory
and unwelcome bid would be galling!

Man U plc is a well run business, tight on
costs and innovative in extending its revenue
streams. In the year ended 31 July 2004, an
operating profit of £30 million was generated
on turnover of £172 million, an operating
margin of 17.4%. Another pertinent fact is
that interest income of £1 million was
generated and at 31 July 2004, there was

£36 million cash on hand. The business has
been conservatively financed; the logic
perhaps is that this allowed the Club
maximum flexibility to buy players, extend
the stadium etc. Ironically this strategy has
made Man U plc more susceptible to Glazer’s
leveraged approach.

There can be little doubt that anyone who
viewed Man U plc shares as an investment
will be very happy with £3 per share. Indeed,
few companies in mature business sectors
would be expected to achieve an exit multiple
of 40 times historical earnings. Over the last
2-3 years, Man U plc has also significantly
out-performed the FTSE, although the build
up of the Glazer stake and bid hopes have
underpinned the share price. No one should
criticise McManus and Magnier for selling;
they invested an enormous amount of money
to build up a strategic stake and then simply
waited, secure in the knowledge they would
be kingmakers. Unfortunately thousands of
fans don’t see their shares as a financial
investment and there is no such thing as a
good deal!

Given the price paid, there will have to be a
considerable increase in profits to give Glazer
a satisfactory, or even a positive return. At
an average coupon of, say, 8%, it would cost
£43 million to service £540 million of debt
and preference share finance - this exceeds
2004 operating profit by over 40%. Fans may
have good reason for concern over ticket
prices-surely the law of supply and demand
should prevail? They should however take
some comfort that the future success of the
Club is critical for Glazer - let’s not forget that
with an investment of £250 million Glazer has
more to lose on this deal than anyone else!

Michael Gibson. gibsonm@goldmac.com



Taxing Issues

SDLT — WITHDRAWAL OF
DISADVANTAGED AREAS RELIEF

The increase in the Stamp Duty Land Tax
(SDLT) threshold on residential property from
£60,000 to £120,000, together with the
retention of the disadvantaged areas relief
exemption for residential property costing up
to £150,000 may well assist first time buyers
in the Province. However, the less publicised
withdrawal of the SDLT exemption for
commercial property in disadvantaged areas
has been a blow to local investors.
Disadvantaged areas relief was withdrawn for
all non residential land transactions with an
effective date on or after 17 March 2005,
subject to transitional relief for some contracts
entered into before that date.

A number of other changes were proposed in
the 2005 Budget to block SDLT avoidance
schemes involving group relief, acquisitions
relief and certain variations of leases among
others and are expected to be enacted.
Disclosure of the use of SDLT mitigation
schemes will also become a requirement.

VAT TIPS

Share Issues

Following the EC)’s recent ruling which decided
in favour of the taxpayer, input VAT incurred on
costs related to the issue of shares by a
company may be recoverable where previously
irrecoverable by the company.

Comment from the UK Authorities is expected
and VAT refund claims should be considered.

“EXCESSIVE” GOODWILL
ON INCORPORATION

The Revenue have recently published
guidance on the treatment of “excessive”
goodwill on incorporation. In the rush to
incorporate to take advantage of lower
corporation tax rates, some proprietors may
have “inadvertently” placed an unrealistically
high value on the ‘goodwill’ transferred to the
new company. This has the effect of inflating
the loan account balance against which a
participator can withdraw sums without
attracting any tax liability, and may be open
to challenge by the Revenue.

The new guidance outlines the tax
consequences where it is established that
goodwill has been transferred in excess of its
market value:

Y The excess value may be treated as a
distribution out of assets of the company,
and will be assessed as an income
dividend in the hands of the recipient.

Y Exceptionally, the excess value may
alternatively be treated as additional
remuneration, where it can be shown to
be related to the director’s employment
with the company.

There may be a possibility in particular
circumstances to retrospectively adjust
the valuation.

DOUBLE TAXATION OF
DIVIDENDS?

The Revenue have proposed changes to the
PAYE and NIC treatment of employment-
related securities (i.e. shares granted by
reason of employment), which company
directors should be aware of. The proposed
anti-avoidance legislation issued earlier this
year applies where “something has been done
which affects the employment-related
securities as part of a scheme or arrangement
the main purpose (or one of the main
purposes) of which is the avoidance of tax or
national insurance contributions”.

Capital Goods Scheme

The VAT Capital Goods Scheme applies to Land
and Buildings worth £250K or more and to
computers and computer equipment worth
£50K or more.

The extent the goods are used to make taxable
and/or exempt supplies determines the
amount of VAT reclaimable with annual
monitoring and relevant adjustments over a
10 year period for land and buildings and a

5 year period for computers.

The proposed legislation is currently so wide
that it is considered to potentially catch the
common situation where dividends are paid
to director/shareholders instead of a bonus
to avoid the NIC charges thereon. There is
concern that the Revenue may seek to impose
a further income tax charge on the “benefit”
of the NIC otherwise saved. The Revenue
have been asked to provide clarification of
the “main purpose” test and the
circumstances in which the new charge to
tax will apply. We will keep you advised of any
further developments in this area.

NoO ESCAPE FROM CROSS
BORDER CLAIMS?

The first successful claim by UK Customs and
Excise against an Irish company has just been
made in the Irish High Court. Customs were
granted a winding up order against Cedarlease,
a Dublin based vehicle hire company, who
owed a disputed £840,000 in UK VAT liability.
The case sets a precedent for foreign tax
authorities to pursue claims in other member
states using Insolvency Legislation.

THE MARKS & SPENCER CASE
AND GROUP RELIEF CLAIMS

In the Marks & Spencer case currently before
the European Court of Justice (ECJ), the
Advocate General has delivered his opinion
that the UK tax rules on group relief operate
in breach of EU law. If the EC]J follows this
opinion and M&S succeeds in its claim to
offset the losses of its EU subsidiaries against
profits earned in the UK, it will open the
floodgates to hundreds of similar claims.
Given the financial impact of the case for
many EU states, the ECJ may decide to limit
allowable claims to those made before the
date of the final decision and thereby where
relevant protective group relief claims
should be considered for EU groups as soon
as possible.

Lyn Hagan: haganl@goldmac.com

Deregistration

If a business deregisters, VAT must be
accounted to Customs on certain stock and
assets (which can include property in certain
circumstances) held at the date of
deregistration, subject to a de minimis limit.

Care in particular is required if the business
holds property at the date of deregistration as
deregistration can lead to a significant clawback
of previously recovered input VAT, without
careful planning.

Erica White: whitee @goldmac.com



New Tax Charge catches Life Policies

The Pre-Owned Assets
Tax (POAT) charge was
introduced in order to
counter certain
Inheritance Tax (IHT)
planning arrangements
whereby an individual
was able to give assets
(such as the family
home) away yet continuing to enjoy some
benefit from those assets.

Those caught by the new provisions which
came into effect on 6 April 2005 face an
annual income tax charge based on the
deemed value of the asset enjoyed assuming
that value is in excess of £5,000 p.a. unless
they elect to have the value of the relevant
assets treated as part of their estate, for IHT
purposes. Such an election would avoid the
POAT charge but would also undo the
underlying IHT planning.

The Inland Revenue only issued its formal
Guidance Notes on 17 March 2005 and in
this guidance it confirmed that the new tax
charge was going to be wider than many
experts had anticipated.

One of the arrangements now caught is where
a partner (or director) places an own life policy
under trust for the benefit of his co-partners

Divorce

Unfortunately approximately one in
three marriages now end in divorce.

As well as the emotional and family
consequences of marriage break up
divorce also has financial
implications. The joint net assets
need to be quantified and distributed
between the parties.

For many the resolution of financial matters
can be relatively straightforward (albeit highly
charged) however for other more complex
divorces quantifying how much the parties
have is fraught with problems requiring
property, share, pension, life policy, business
and collections (art, vintage cars etc) valuations
and tax advice.

It is in financially complex divorces that our
Forensic Accounting Team is called upon to
assist, having built up a high level of expertise
in terms of quantifying the appropriate asset
and liability figures and the Court’s approach
to valuation and distribution.

or directors and includes himself as a possible
beneficiary so that the policy can be
transferred back to him if he leaves the
business. The life policy proceeds enable the
surviving partners or directors to purchase
the deceased’s share in the business from his
estate on the partner’s (or director’s) death.

The Inland Revenue takes the view that
under the POAT rules the partner (or director)
in this scenario has created a ‘settlement’
and can also personally benefit under the
settlement because he included himself as
a potential beneficiary.

Life policies are ‘intangible’ assets under the
POAT regime and are valued with respect to
their surrender value. The market value of a

life policy is typically negligible where the life
assured is in good health but where the life

assured is seriously ill then the market value
can be significant and as a result a significant
income tax liability can arise on the partner

who set up the policy.

Example

Mr. X'is a company director and in 1997 he

sets up a term assurance policy with a sum

assured of £350,000 and a term of 20 years
under a trust for the benefit of any surviving
co-directors. He is a higher rate taxpayer.

It is the forensic accountant’s role to draw
together in a single report all financial matters
relevant to the divorce. In cases involving
shareholdings in private companies the forensic
accountant will undertake a valuation of the
company and of the relevant shareholding
taking into account discounts for marketability
and minority holdings. Other experts may also
be involved in the valuation of other assets
e.g. property and the accountant will
incorporate the other valuations in his report.

Having identified and scheduled all assets the
accountant then matches liabilities attaching
to the assets and perhaps most importantly
deals with the issue of taxation and latent
taxation relating to the assets. The end result
is a calculation of the net value of the estate
which is available to split between the parties.
The actual percentage split is an issue for the
legal advisors to deal with and the accountant
may assist in determining how the required
transfer of assets between the parties can best
be achieved.

In divorces where the assets are not readily
identifiable or concealed the forensic
accountant enters a different mode and will
draw upon his investigative skills and

Following the introduction of the POAT charge,
on 6 April 2005, this arrangement has to be
assessed to establish whether it creates a
further income tax liability for Mr. X. On 6
April 2005, he is in good health and the market
value of the policy is negligible. Unfortunately
his health deteriorates before the next POAT
review on 6 April 2006 and the policy is given
a market value of £200,000 on that date.
After applying the 5% POAT rate, the value for
POAT purposes is £10,000 and as a result Mr.
X has an additional income tax liability of
£4,000 (i.e. £10,000 at 40%).

Planning Issues

It is likely that most partners/directors will
now probably seek to exclude the person who
set up the policy from benefiting as this will
ensure that the POAT rules do not come
into play but will still meet the scheme’s
business protection objectives. However this
will mean that he would not be entitled to
receive the policy on leaving the business.
If you have made this type of arrangement
you should take advice without delay before
taking any action.

Philip Caughey: caugheyp @goldmac.com

techniques to identify the “hidden assets”.
The type of investigative work carried out will
depend upon the case and may involve bank
account profiling, asset tracing and the
undertaking of searches of public available
data to identify involvement or ownership.

It is our mission to deal efficiently, effectively
and completely with the quantification of
financial matters in order to make that aspect
of the proceedings as painless as possible.
Unfortunately there is often a lack of cooperation
in the provision of financial information which
can lead to protracted correspondence and
investigation with consequences for both legal
and accountancy costs.

In a recent case we were acting for a very
proactive spouse who in anticipation of divorce
had photocopied all their partner’s mail for
two years and downloaded files from the
partner’s laptop. The client presented us with
files fully indexed and in date order, significantly
reducing our time and the client’s costs. Clever
or what!

Tony Nicholl: nichollt@goldmac.com



Pictured at the USCA Annual Dinner are L-R Former NI Minister Lord Alf Dubs, Tony Nicholl and

Peter Brown QC.

One of the final events in Partner Tony Nicholl’s
year as Chairman of the Ulster Society of
Chartered Accountants was the Society’s
Annual Dinner.

After giving the audience Odds on the length
of the formal speeches, Tony (in his eighteen
minute speech) took the opportunity to raise
his concerns about Money Laundering

legislation and its effects on the Accountancy
profession. He also called on local politicians
to deliver a new generation of politics for the

people of Northern Ireland, one which moves
away from the flag-waving of the past and
deals with real social and economic issues.

In closing Tony paid an emotional tribute to his
late father Peter, also a Chartered Accountant,
who sadly died immediately prior to Tony
becoming Chairman of the Ulster Society.

The Dinner was a great success and very much
enjoyed by all; a fitting end to an excellent year
in Office. Well done Tony!

and Stephen Thompson.

GOLDBLATT MCGUIGAN CHARTERED ACCOUNTANTS,
ALFRED HOUSE, 19 ALFRED STREET, BELFAST, BT2 8EQ. TEL: 028 90311113
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Childcare Voucher
Schemes

With effect from April 2005, childcare
vouchers, up to a maximum of £50 per
week, can be provided to employees and
are exempt from both PAYE and National
Insurance Contributions (NIC).

Previously only the NIC exemption applied
without any maximum limit. The vouchers can
be provided to employees either by way of
Employer Purchase (employer pays for the
vouchers and issues them to staff in addition
to their salary), or by Employee Salary Sacrifice.

Employers can save 12.8% in Employer’s NIC
on the value of the childcare vouchers
purchased on their employees’ behalf, while
employees earning up to £35,000 p.a. can
save £858 in PAYE and Employee’s NIC per
year and those earning over £35,000 can
save £1,066 per year.

Childcare vouchers provided by salary sacrifice
can impact on SMP/SSP and tax credits, and
employees should consider whether it is
beneficial to claim tax credits before agreeing
to a salary sacrifice arrangement.

National Minimum Wage
Rises Again

Rumours about a £5 per hour minimum wage
have been circulating for some time. From
the 1st October 2005, these rumours become
fact. For adult workers (aged 22 and above)
the rate rises to £5.05 per hour. In October
2006 the rate will rise to £5.35 per hour.

Charity Commission
Issues revised SORP

The Statement of Recommended Practice,
Accounting and Reporting by Charities,
has been reviewed and a revised edition
was published in March 2005, known as
SORP 2005.

Among the main changes are a new style of
trustee’s annual report, in which the
organisation’s performance should be set
against its objectives. Greater emphasis is
called for in the Statement of Financial
Activities on the activities and projects to
provide better correlation between income
streams and related activity costs. There is
also new guidance on when transactions
should be recognised and for reporting returns
on investments and programme-related
investments. New materiality rules will apply
to the disclosure of grants.

SORP 2005 applies to accounting years
commencing on or after 1 April 2005, though
earlier adoption is allowed.

SORP 2005 is available from the Charity
Commission website.



