
C H A R T E R E D  A C C O U N T A N T S   •   W W W . R D P N E W M A N S . C O M

Feeling the 
strain?
HMRC tightens the Time  
to Pay scheme

RDP Newmans 
rose to the 
challenge for 
local hospice

Issue Two / Autumn 2011

PLUS
The tax advantages of incorporation for sole traders 
Individuals and small businesses miss out on tax breaks 

• We strengthen our position
• Helping SMEs access further funding
• Insolvency figures mask the true picture
• iXBRL filing no longer mandatory

• Businesses receive further R&D tax benefits
• Government cracks down on inheritance tax
• What now for the top rate of income tax?
• Annuity pricing affected by ECJ gender ruling



Our bulletin contains a round-up of tax and 
financial news and developments that we 
hope will be of interest to both businesses 
and private individuals. 

In this edition, we consider further R&D tax 
benefits for small businesses and how such 
firms can obtain further funding, along with 
the truth behind the latest insolvency figures 
and the advantages of incorporation for sole 
traders. We also take a look at the latest 
crackdowns by HM Revenue & Customs, 

how individuals and businesses are missing 
out on tax breaks, a tightening of the Time  
to Pay scheme and the future of the top rate 
of income tax, as well as the effect on 
annuity rates of a judgement by the 
European Court of Justice.

We also feature the latest news from  
the firm, including a significant merger and  
a rather hot challenge!

We hope you enjoy reading RDP Newmans 

News and that you find it useful. We’d 
welcome your feedback on the content,  
or ideas for topics that you’d like to see 
featured in future, so if you would like  
to comment please contact us on  
020 8357 2727 or email 
accounts@rdpnewmans.com 

For professional financial advice, tailored  
to your individual circumstances, on any  
of the topics covered in RDP Newmans 
News, please contact us.

Welcome to the next issue of RDP Newmans News, which brings you updates and practical 
advice on issues that may affect you financially.

Welcome

Nearly 90 percent of people have taken no 
action to reduce their tax liabilities in the  
last year. As a result, more than £8.5 billion 
worth of child benefits, child tax credits, 
working tax credits and pension credits 
remain unclaimed and £1.3 billion is wasted 
through poor inheritance tax planning.

Small businesses fair no better, with  
19 percent of the SMEs which responded  
to a survey by Clydesdale and Yorkshire 
Banks missing out on potentially valuable  
tax breaks and grants. 

Furthermore, around 16 percent said they  
did not know where to turn for advice on 
regulation, and 15 percent admitted having 
difficulty understanding new rules.

These figures make shocking reading, 
especially when implementing a few basic 
tax saving measures could make all the 
difference. At RDP Newmans, we can advise 
on all aspects of minimising tax liabilities, 
including estate, personal and corporate tax 
planning, as well as retirement strategies, 
trusts, executorships and self assessment.

Therefore if you, or one of your friends, 
would benefit from independent, tailored  
tax advice, please contact us.

According to a study by Unbiased.co.uk, taxpayers will pay over £13.5 billion more tax than 
necessary this year, simply because they have failed to plan. This is a significant increase on last 
year’s figure of £9 billion.

Individuals and small businesses 
miss out on tax breaks 



RDP Newmans rose to  
the challenge for local hospice

The team, which included partners David 
Finn, Roger Nyman, Paresh Radia and 
Lyndon Perez, took part in motivational 
seminars and training sessions before 
tackling 20 feet of wood burning embers  
at over 1200 Fahrenheit, or a bed of razor 
sharp broken glass.

The event has already raised £11,600 for  
the hospice, which cares for people in 
Harrow and Brent whose illnesses are no 
longer curable. St Luke’s enables them to 
achieve the best possible quality of life 
during the final stages of their illness, while 
providing a warm, friendly and supportive 
environment for family and friends.

The event was staged by experts from 
Time4Change, which was founded by Cliff 
Mann – the most experienced fire and glass 
walking instructor in Europe.

David Finn said: “Here at RDP Newmans, we 
are always looking at ways to give something 
back to the local community.

“St Luke’s Hospice is an extremely valued 
local charity which provides an amazing level 
of care for those in Harrow and Brent whose 
illnesses are no longer curable, which is why 
we are sponsoring this event.

“The hospice is particularly close to my heart 
as my secretary Brenda Hayes was a resident 
there recently before she passed away.

“Before the challenge the majority 
of our team wanted to do anything 
but walk across hot embers 
or broken glass! 
However, after two 
hours of motivational 
training, every single 
competitor was 
successful, raising 
thousands of pounds 
for St Luke’s.”

Twenty-seven members of staff walked over burning embers or a bed of broken glass in an extreme 
charity challenge. The sponsored Fire and Glass Walk took place at Claremont High School on 
September 22nd in aid of St Luke’s Hospice in Harrow.

Consequently, sole traders should consider 
the structure of their business to see whether 
it would be beneficial to incorporate as a 
Limited Company. While individuals who are 
self-employed are liable for income tax on 
profits as they arise, companies are a 
separate legal entity and it is the company 
which pays the tax on its profits. 

Indeed, the corporation tax rate for small 
companies with profits below £300,000 now 
stands at 20 percent, while larger companies 
benefitted from an increased rate drop to 26 
percent. For the latter, the rate of corporation 

will be 23 percent from 1st April 2014.

Additionally, a company structure provides 
flexibility in deferring profits to another tax 
year if the business does particularly well, an 
option that is not available for sole traders.

The incorporation of a sole trader can 
generally be achieved without immediate tax 
charges. However, it is important to consider 
how profits will be extracted from the 
company – whether that will be by salary or 
dividend or a mixture of both – to see if a 
company structure is the best option.

As well as the tax savings, incorporation  
also provides Limited Liability, which  
ensures that individuals are not personally 
liable for all debts should the business hit 
trouble in the future. In addition, it may  
be easier to secure external funding for 
Limited Companies and some larger 
businesses will be reluctant to deal with  
sole traders.

Professional advice should always be  
sought before taking any steps to incorporate. 
If you are interested in discussing this further, 
please contact us.

The tax advantages of 
incorporation for sole traders 
While the last Budget saw the retention of the 50 percent top rate of income tax for those earning 
over £150,000, it also brought further reductions in corporation tax. 



However, it has now decided not to enforce 
this second deadline – although it will still 
accept filings in this format.

The decision comes as the government  

looks to avoid adding to the regulatory 
burden facing small businesses. 

Additionally, Companies House said that it 
had been successful in driving the take-up  

of its electronic services since November, 
and that businesses could still sign-up to 
iXBRL on a voluntary basis.

For more information, please contact us.

iXBRL filing no longer mandatory

While HM Revenue & Customs (HMRC) originally decided that all accounts needed to be filed  
in an iXBRL-compliant format after 1st April 2011, Companies House then set its own deadline 
of March 2013.

Helping SMEs access further funding

While they met their overall business  
lending objectives, the banks fell short of 
their target for helping small companies by 
around £0.6 billion in the first six months  
of 2011.

However, SMEs, which often face the most 
problems in obtaining funding, have been 
given a lifeline following the government’s 
fast tracking of new EU rules which are 
designed to provide them with better  
access to equity markets.

The two deregulatory amendments to the  
EU Prospectus Directive, brought into effect 

a year early, mean that small businesses  
can now raise up to £4.4 million (€5 million) 
without issuing a costly prospectus.

In addition to the new limit, companies will 
also be able to target 150 investors instead  
of the previous limit of 100. Together, these 
new rules are expected to save small 
companies £12 million a year.

According to the Treasury, reducing the 
regulatory burdens faced by business  
is vital if the UK is to become the best  
place in Europe to start, finance and grow  
a company.

The Federation of Small Businesses 
welcomed the fact that the government was 
leading the way in Europe by making it easier 
for small businesses to access finance. 

However, some experts don’t believe that  
this will influence the volume of SMEs 
accessing capital markets such as the 
Alternative Investment Market (AIM), 
especially as delistings are continuing and 
very few new companies are coming to AIM. 
It could, nevertheless, help those already 
listed raise further funds. 

For more information, please contact us.

The Bank of England’s second quarterly survey under the Project Merlin deal has shown that the 
UK’s big banks are still failing to meet targets for lending to smaller firms.

Its scrutiny of Land Registry data on house 
purchases and sales is particularly affecting 
those who receive a gift or inheritance to buy 
property, as well as those who use this money 
to pay a sizeable amount off their mortgages.

Last year, the taxman investigated 9,368 
house price valuations and clawed back 
almost £70 million in IHT. 

IHT is levied at 40 percent when the assets, 
minus any debt, of a person’s estate exceed 
£325,000, or £650,000 for couples. However, 

if HMRC investigates an IHT property 
valuation and finds it is incorrect because 
insufficient care was taken in obtaining it, the 
beneficiaries can face penalties of up to 100 
percent of the additional tax liability, in 
addition to the tax due.

If a property is sold for less than the 
valuation, the estate can come back and ask 
for the value to be revised. Therefore, 
executors and beneficiaries should obtain 
several valuations from chartered surveyors 
or professional valuers.

HMRC will open an investigation based on 
several risk factors, with part of the remit 
being a check on whether the declared 
income correlated to the individual’s lifestyle. 
In the case of gifts, they would look for 
evidence such as a copy of the donor’s  
bank statement.

Donors should, therefore, pay gifts by bank 
transfer and have supporting documentation 
to give to their lawyer and accountant. Gifts 
of unlimited amounts can be given free of tax 
if the donor lives for another seven years. 

Government cracks down on inheritance tax 

HM Revenue & Customs (HMRC) is actively targeting estates and beneficiaries for 
underpayment of inheritance tax (IHT).



TTP, introduced in November 2008, normally 
allows companies and individuals to defer 
and pay by instalment any taxes that they 
owe, in a bid to assist with temporary cash 
flow problems.

HMRC’s new position is that where a 
company asks for a TTP arrangement and 
recently paid out a dividend while running up 
a tax debt, HMRC will refuse a TTP on the 
grounds that the company has preferred to 
use the money elsewhere and, therefore, the 
shareholders should support the company.

Many companies pay dividends as part of a 
tax-efficient remuneration package. However, 

it seems that HMRC takes the view that if a 
company has cash available to make a 
non-contractual payment to its shareholders, 
then it can pay at least part of its tax debts.

This policy will almost certainly hit small and 
medium-sized businesses hardest, potentially 
leading to cash flow problems and may force 
more businesses into increased hardship, 
with some being forced to enter into a formal 
Company Voluntary Arrangement (CVA), 
administration, pre-pack administration or 
even liquidation. 

Another significant development is that 
HMRC recently announced that it will stop 

publishing figures for the number of 
businesses which are using the scheme.  
This has triggered fears that the scheme is 
about to be wound down, although this is 
something that HMRC has denied. 

However, the number of rejected applications 
rose by a third year-on-year in the second 
quarter of 2011. Indeed, the number of 
approvals plummeted by nearly 50 percent  
in the year to June, while the value of the tax 
payments deferred tumbled by 42 percent.

Therefore, any business considering making 
an application to the scheme should take 
note of these points.

HM Revenue & Customs (HMRC) is now refusing applications under Time 
to Pay (TTP) where dividends are used as a form of remuneration.

Tightening of the 
Time to Pay scheme 



The ECJ says that taking gender into  
account when offering annuity rates and 
insurance premiums breaks the EU’s laws  
on gender equality. 

Although the EU Gender Directive bans all 
discrimination on the grounds of gender in 
the access to and supply of goods and 
services, insurance companies are exempt 
as long as their services are based on 
actuarial and statistical data. Consequently, 
as men have shorter life expectancies than 
women, they can receive a higher income 
from their annuities over a condensed  
period of time.

Millions of individuals who purchase an 
annuity after December 2012 are set to be 

affected by the changes. Predictions show 
that the annuity rates for men could drop by 
as much as ten percent, while those for 
women could rise by seven percent.

But before women crack open the 
champagne, there are some factors to  
take into account. Firstly, their rate rise  
could initially be relatively slow, as cautious 
companies wait to see how the other main 
players in the marketplace react.

Secondly, eighty percent of annuities in the 
UK are bought by men. Consequently, many 
women are wives who rely on their husband’s 
income, and therefore will be not better off.

As insurance companies react to the ruling 

and decide how to respond, annuity prices 
are likely to fluctuate. As a result, it is 
imperative that anyone looking to purchase 
an annuity shops around to ensure they 
receive the best rate.

Additionally, people who do not need their 
annuity income before December 2012 
should not panic and buy an annuity early  
in an attempt to avoid the new regulations.

While the ruling should only affect those  
who purchase an annuity in the future, 
individuals who already have annuity  
quotes are advised to keep an eye on 
developments and consider contacting  
their insurer to ensure there will be no 
changes to these quotes.

Historically, male annuity rates have been higher than those 
for women due to their shorter life expectancies. However, 
this is set to change from 21st December 2012 following a 
ruling by the European Court of Justice (ECJ).

Annuity pricing affected 
by ECJ gender ruling



Generally speaking, the tax credits are 
available for costs such as R&D staff, 
materials, software and utilities used for the 
project, and payments to clinical trial 
volunteers. In order to qualify, the research 
project must seek to achieve an advance in 
science and technology.

Following the Chancellor’s latest Budget,  
this tax relief has become even more 

attractive to smaller businesses, as the rate 
of relief increased from 175 percent to 200 
percent for small and medium firms. This 
means that for every £100 of qualifying 
costs, such businesses can reduce the 
income on which corporation tax is paid  
by a further £100. 

There will be a further increase to 225 
percent in April 2012. However, the rate for 

larger companies will remain at 130 percent.

In 2008-09 alone, there were 8,540 claims 
– the highest annual figure since the R&D 
scheme began – which attracted £980 million 
in tax credits. The total paid out in tax credits 
since 2000 is nearly £5 billion.

For more information or to apply, please 
contact us.

Businesses receive further R&D tax benefits 

Figures from HM Revenue & Customs (HMRC) show that since tax credits were introduced in 2000 
as a means of reducing a company’s or organisation’s tax bill by more than its expenditure on 
qualifying R&D costs, 51,060 claims have been made (up to the end of the financial year 2008-09).

The partners at Hedges Chandler,  
Tim Hedges and Ian Chandler, will join  
RDP Newmans’ Southend office in 
Southchurch Road. 

Paul Stafford, a partner at RDP Newmans, 
who was heavily involved with the merger, 
said it would develop the firm’s position in 
Southend and the greater Essex area.

He said: “For some time we have been 
looking to merge with another successful, 
client service-focussed accountancy practice 
in the area as part of our long-term project  
to develop the practice.

“Hedges Chandler is a leading accountancy 
practice with a rich heritage in providing 
quality financial services – coming together 

means we can develop more services  
for clients, which will lead to a secure future 
in the town.

“We would like to welcome Tim and Ian  
into the RDP Newmans family and truly 
believe that together, RDP will continue to 
grow and improve just like we have over  
the last 50 years.”

Strengthening our position in the 
accountancy world

RDP Newmans has strengthened its position as one of the leading independent accountancy 
firms by merging with chartered accountants Hedges Chandler.

Speaking on the BBC’s Today programme, 
the Chancellor said, “There’s not much point 
in having taxes that are very economically 
inefficient.” Therefore, he announced a 
review of how much money has been 
received as a result of the new tax rate.

Although senior Conservatives are keen to 
remove the higher rate next year, the figures 
from the review will not be available until the 
end of the tax year, at the earliest. 

Until the true picture is revealed, it is hard  
to say what will happen next.

Some sources within the government  
believe that scrapping or reducing the rate 
would actually increase the amount of tax 
collected, due to a decrease in the costs of 
collecting it. As a result, no further measures 
would be required.

However, if a deficit did occur once the top 

rate of income tax was dropped to, say,  
45 percent, there is the possibility that a tax 
on high-value property would be introduced, 
which could affect all 50,000 properties  
worth more than £2 million.

This could be implemented through a further 
council tax band or an increase in stamp duty 
for these properties, although such measures 
are likely to be both complex and unpopular 
with Conservative ministers.

What now for the top rate of income tax?

While the Treasury expects the 50 percent tax rate to generate £3 billion this year and  
£2.6 billion next year, the actual revenue raised may be significantly less due to aggressive tax 
planning and tax evasion.
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Insolvency figures  
mask the true picture 

Meanwhile, the number of other corporate 
insolvencies – including receiverships, 
administrations and company voluntary 
arrangements – dropped by six percent 
compared to the second quarter of 2010.

However, this is not the complete picture. 
Companies House recently revealed that the 
number of businesses which are going out of 
business without filing for insolvency has hit 
a record high.

Therefore, it would seem that many firms are 
either deciding to shut up shop before they 
reach crisis point or have suffered so much 
that they feel there is no point trying to 
rescue the business. 

Indeed, the latest Red Flag Alert Report from 
Begbies Traynor shows that the number of 
businesses which are facing critical financial 
problems in the second quarter of this year 
has risen by 12 percent quarter-on-quarter. 
As a result, 5,179 companies are now facing 
critical problems, with total liabilities of 
almost £60 billion.

While the fact that the number of companies 
facing significant financial problems fell by  

48 percent over the same timeframe  
may seem like good news, there are a 
number of factors that take the gloss  
of these results.

Firstly, many of these businesses are  
no longer facing significant financial 
problems because their situation has now 
become critical instead. Additionally, the 
level of significant problems is always 
higher in the first quarter due to the 
amount of overdue accounts which 
need to be filed by 31st December.

The latter of these is borne out by  
the fact that the level of significant 
problems has remained virtually  
stable when compared to the second 
quarter of 2010, with a rise of just  
one percent.

At RDP Newmans, we specialise in 
insolvency and business recovery, 
and have extensive experience in 
resolving financial challenges. 
Therefore, if your business or that 
of a friend is experiencing 
financial problems, then please 
contact us immediately.

The latest figures from The Insolvency Service show that the number of compulsory liquidations 
and creditors’ voluntary liquidations grew by 4.4 percent year-on-year in the second quarter  
of 2011. The rise to 4,233 liquidations was also a 2.7 percent increase on the previous quarter.

Our services:
• Business start-ups
• Compliance
• Consultancy and systems advice
• Corporation tax
• Financial services
• HMRC investigations
• Insolvency

• Payroll
• Personal tax
• Service charge accounts
• Support services
• Tax protection
• VAT
• And much more...


