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Ask the expert Kelly Longmore

Join our Facebook group if you
haven’t already, it is exclusively for
Wealth and Tax clients and we update
it on a regular basis with market
updates and interesting articles!

https://lnkd.in/dg_Z3-5

Welcome to the team Hannah, Geraint and Ashley.
We’re thrilled to have you with us!

IN THIS ISSUE
The articles contained in this
newsletter are for information
purposes only and you should
discuss them with your financial
planner before taking any
actions. When investing, your
capital is at risk and the value of
your investment can go up and
down. You may not get back your
full investment.
All statements concerning the
tax treatment of products and
their benefits are based on our
understanding of current tax law
and HM Revenue and Customs’
practice. Levels and bases of tax
relief are subject to change.
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are directly authorised by the
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HOW TO EXTRACT CASH
FROM YOUR LIMITED
COMPANY TAX EFFICIENTLY
BY TONY BYRNE
I was recently discussing profit extraction from a limited company with a
couple I know who run their own successful telecommunications company.
They are both director shareholders. It is a high turnover business with lowprofit margins. They work hard and only employ two more members of staff.
They run the business from home. They are in their mid-forties.
They have an accountant who is competent enough to prepare annual accounts but his tax
knowledge is fairly average so he is unable to advise them on their corporate or personal taxes.
I suspect they engage him because he is cheap.
In some ways, I do understand why they run a low-cost operation. In their minds, it is the
only way to make a decent profit. They estimate that they extract about £100K each from the
company annually in the form of a small salary each and the rest in dividends.
Because they did not have a lot of money in savings they decided to reinvest about £140K into a
portfolio of shares earlier this year. The problem is that once you take into account Corporation
Tax and the personal taxation on the dividends, they estimate they lose about 50% of the profit
extracted from the company in taxation. So in order to extract £140K from the company
approximately £140K is lost in taxation.
What’s more, the £140K was re-invested without using their ISA allowance of £20K each.
Neither did it occur to them or their accountant to pay employer contributions into their personal
pensions instead. They have accumulated just £82K in combined pensions so far.

I advised them to invest the £150K they have in a company bank deposit account into their
combined pensions using the unused annual allowance from the previous 3 tax years and this
year’s allowance. I explained that not only would this save them and the company paying
approximately £150K in taxes, it would in fact save the company a further £28,500 (19% x
£150K) in Corporation Tax on the £150K pension contribution as well. This would result in the
company and them personally having an additional £178,500 capital available (£150,000 +
£28,500). Furthermore, the pension itself will be tax-sheltered until they decide to draw their
benefits from it. Even then the first 25% will be tax-free. They agreed it made sense and asked us
to act for them. I agreed.
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WHAT DOES THE NEW EU
TRADE DEAL MEAN FOR
YOUR INVESTMENTS?

BY TONY BYRNE

The last minute trade deal with the EU announced
by Boris Johnson on Christmas Eve was a
welcome relief to most British people. It came
after many months of tough negotiations.

The extra indirect costs of the trade deal are
expected to reduce the UK’s GDP which in theory
means that UK living standards will worsen in
years to come. However, this does not take into
account the benefit of being able to negotiate trade
deals with more non-EU countries than the UK
had before Brexit. For example, Switzerland, one
of the wealthiest countries in the world, has three
times as many trade deals globally than the EU.
Switzerland is not an EU member. Countries that
have tariff-free trade agreements typically form the
richest countries in the world. Switzerland is no
exception. So if we were to follow Switzerland’s
lead the effect on our economy could, in fact, be
better than remaining in the EU.

Interestingly the trade deal between the UK and the
EU is the largest ever tariff-free trade deal in the
world and is worth £660 billion a year. Whilst it
is tariff-free that does not mean there will not be
additional costs because of the increase in new
rules and regulations and resultant red tape.
The full implications of the deal will not be known until
the 2,000+ pages of the document have been studied.
So the devil is in the detail. However, it does have all
the hallmarks of a so-called Hard Brexit.
Each party will have the option of imposing tariffs
on the other if they obtain an unfair advantage.
For example, if the UK didn’t have similar
standards for health and safety, the environment,
employment law etc then the EU could impose
tariffs and vice versa. That is because goods and
services by either party could be produced cheaper
under such scenarios.

None of us can say with certainty what will be the
effect on the UK economy in years to come but I,
for one, am optimistic that the UK will thrive outside
of the EU whilst continuing to trade with the EU and
maintaining friendship and co-operation with our
EU neighbours. After all, it is in the best interests
of all of us to continue to work together. Let’s not
forget that the UK still has the sixth largest economy
in the world so we punch way above our weight
already.

One significant change is that if citizens from EU
countries or the UK wish to visit each other’s country
and remain for more than three months during a
six month period they will need to obtain a Visa.
Exemptions for certain equivalent professional
qualifications will be accepted for an initial six
months’ trial period.

Fortunately, the trade deal has been agreed on
the back of the recent UK government approval of
the Covid-19 vaccine by Pfizer/BioNTech. What’s
more Astra Zeneca’s chief executive, Pascal Soriot,
has said researchers believe that the Oxford Covid
vaccine will be effective against the variant strain of
the virus that was first found in the UK.
6

By comparison with other countries globally, the UK
has not handled coronavirus very well according
to the statistics (Worldometers). We have the
sixth most infections worldwide and the sixth most
deaths from Covid-19. Yet the UK is only a small
island nation. This has had a knock-on effect on
our economy because of the prolonged period
of national lockdowns and restrictions especially
resulting from the new strain of coronavirus.

this will mean will be that imports will become
cheaper but exports will become dearer. Whilst
the UK stock market overall is likely to rise, larger
companies such as those featured in the FTSE 100
Share Index, will not rise as much because 80%
of their income is from overseas. However, this is
likely to be compensated for by discovering new
overseas markets with which to trade.
This is good news for investors who are invested
in the CCM Intelligent Wealth Fund which has its
largest holdings in UK companies especially Small
and Mid Cap shares. It is also good news for
clients who will invest in our Discretionary Fund
Management service from January because of our
bias to UK funds.

The UK stock market and the pound have both
been depressed ever since the Brexit referendum on
23 June 2016. It is remarkable to think that it has
taken four and a half years to reach this point.
What I now expect to happen is for Sterling to
strengthen and the UK stock market to rise. What
7
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WHY BONDS ARE DOOMED

BY TONY BYRNE

The accepted four main assets classes of an investment portfolio to achieve
an acceptable diversification of risk are cash, bonds, property and equities.
of interest for a finite period of time though
sometimes they are issued as irredeemable
stocks meaning there is no end date. Some
government bonds are index-linked.

The reason for having these asset classes in
a portfolio is because of the diversification of
risk and because these assets are considered
uncorrelated. In other words, the value of
each of these assets should rise and fall at
different times depending on factors such
as economic growth and inﬂation. So in
other words it is a case of not having all of
your eggs in one basket. Such a strategy
has served investors well for the last four
decades. However, things have now
changed.

Companies may issue bonds instead of
issuing more shares for various reasons.
Usually, the money is raised for a specific
purpose such as providing funds to buy
another business, to provide working capital
or to replace existing more expensive
debt. Governments, especially the UK one,
borrow money by issuing government bonds
annually because they spend more than
they receive in tax receipts annually. This
is known as the Public Sector Borrowing
Requirement or PSBR for short. In my
entire adult life, I have never known the UK
government to spend less than it receives in
a year apart from a short period during the
seventies under the Thatcher Conservative
government.

I think it is important at this stage to clarify
what I mean by bonds. I am not talking
about the type of bonds issued by banks
or Building Societies or National Savings.
Nor am I talking about investment bonds
which are issued by insurance companies.
Unfortunately, the word bond has many
different meanings in financial services.
What I am talking about are corporate
bonds and government bonds or fixed
interest securities. The former are issued
by companies, mostly stock market listed
companies, and the latter by governments
both in the UK and overseas. In the UK
government bonds are known as government
stocks or gilt-edged securities, gilts for short.

In November 1979 the base rate in the UK
reached a record high of 17%. In March
2020 the base rate reached a record low of
0.10%. So the base rate fell for 40 years.
During this period the value of bonds rose.
Why? Well, curiously the value of bonds
has an inverse relationship with the level of
interest rates. So when one rises the other
falls. In other words, there is a seesaw
effect.

Bonds are loans taken out by companies or
governments. They usually pay a fixed rate
8

Bonds will then start to fall in value. Things
could turn quite nasty for bond holders
including most individuals who hold them
in their diversified investment and pension
portfolios which are invested in the four
main asset classes of cash, bonds, property
and equities. It could become so bad I
would not only urge all bond investors to
seriously consider divesting their portfolios
of bonds altogether but to not touch bonds
for a considerable period of time, possibly
decades.

It is so long since the base rate rose that most
people have forgotten what happens to bond
prices under this scenario. Unfortunately,
investors will soon be reminded what is
coming next because the base rate cannot
fall any further unless it goes to zero or
even a negative rate which I consider highly
unlikely. Already the US has announced it is
abandoning any efforts to control inﬂation.
When inﬂation returns, and it is a matter of
when not if, interest rates will have to rise to
combat it. This is an inevitable consequence
of the long term economic cycle of 50-75
years and it has been repeated continuously
over the last 5,000 years as long ago as the
Chinese dynasties.

What are we doing at Wealth And Tax
Management? We will write to all of our
clients shortly to advise them to disinvest
from bonds.
9
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NEW REGISTRATION
RULES FOR TRUSTS
AND WHAT YOU
NEED TO DO ABOUT IT
BY TONY BYRNE
Previously trusts only needed to be registered with HMRC’s online Trust Registration
Service (TRS) if they generated a tax consequence but new rules, introduced to tackle
money laundering as part of the EU Fifth Anti-Money Laundering Directive (5AMLD),
mean that many more will need to register. Trustees need to take note.
The new rules for trust registration mean far more trusts will be brought into scope. Although
some trustees will already be familiar with the system, many more will soon need to be up-tospeed on which types of trusts need to register and by when.
There are two key deadlines to remember:
• 10 March 2022: all existing trusts need to register or update their records if they
are already registered
• The 30-day rule: all new trusts and updates will need to be registered within 30
days. There is currently a transition period for this rule which comes to an end on
9 February 2022
An exception to this is trusts created by a Will, since administering an estate following death
may be expected to take longer than 30 days.
Failure to register can result in £100 fixed penalties as well as nudge letters, although higher
penalties may be introduced for trustees that deliberately ignore the registration rules.
Although some types of trusts will be exempt (see page 6 of the government’s consultation
response*) it is worth noting that bare trusts are not exempt and will need to be registered.
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The latest rules on registration are just one example of how the role of a trustee and the
responsibilities involved have expanded in recent years. Today, trustees must perform duties
as specified in the Trustee Act 2000, as well as be conversant with trust terms and understand
numerous complex regulations. Trustees also have considerable administrative duties, including
preparing tax reports, accounts and returns and administering payments. In addition, they
have the duty to review the suitability of investments and consider the tax implications of any
decisions. They also have a duty to act impartially, balancing the needs of the settlor whilst
understanding their responsibilities to the beneficiaries.
All of these tasks can be a considerable burden for a lay trustee and ensuring full adherence
to all the rules and regulations can be arduous and difficult. This is why some families choose
a professional trustee to help manage their affairs. We can refer you to professional trustees
who offer a professional and expert trustee service for all types of trust. Keeping up to date
with changes to legislation is just one of many jobs professional trustees do on a daily basis.
By nature of their expertise and independence, professional trustees are able to meet all their
legal and administrative responsibilities without conﬂict of interest, providing peace of mind to
families.

11
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A S K T H E E X P E R T. . .

...Kelly Longmore

Interviewed by Cholpon

Tell me about yourself Kelly and why did you decide
to become a family Solicitor?
I am a Family Solicitor and I work for Franklins
Solicitors LLP. We are an all service firm and have two
offices: Milton Keynes and Northampton.
I’ve been practising family law for some years now. I
decided to pursue a career in law when I started my
A-Levels. I have always been interested in justice: the
difference between right and wrong, and speaking for
those who do not have a voice or who are not aware
of their rights. I have always felt that if more people
had access to justice, were given the opportunity to
speak and defend themselves then the world would
be a better place. I was motivated by the thought that
one day, I would represent people who really needed
my help; championing the underdog and helping the
marginalised.

that be adultery, unreasonable behaviour, two years
separation with consent, five years separation or
desertion. This starts the process and most of the
divorce itself is fairly administrative. Once you reach
the stage for Decree Absolute, the marriage is legally
dissolved. A lot of people find the process straight
forward and can deal with it themselves.
What some do not appreciate is that just because
you are now divorced it does not prevent your former
spouse from making a financial claim against you.
The only way to prevent that occurring is to have a
Financial Order closing the door on your ex-spouse’s
claim for financial relief. If you do not deal with this
at the time of the divorce and go on to build your
fortune, for example, you win the lottery or you build
a property business, your ex-spouse can still make
a claim years into the future. It does not necessarily
mean they will be successful with their claim but the
door is still open.

Now that I work in family law, I can certainly say that it
can be the most satisfying field anyone can embark on.
To see your client blossom into the person they once
were before things changed so drastically for them can
be truly rewarding.

Financial remedy and divorce, is it the same thing?
Financial Remedy –v- Divorce

There are various ways to deal with finances.
Mediation - Round-Table - Arbitration Court

Lots of clients come into see me with this question and it
is really important for separating couples to understand
that there is a difference between the two processes.

It is important to go through financial disclosure first. It
helps your legal advisor to advise you on what is fair
and reasonable. To identify what is in the “pot” of
matrimonial assets so to speak and by going through
financial disclosure to identify the assets, liabilities,
income and expenditure. You can then move onto
negotiations and decide how to fairly split the assets
between you.

To start a divorce you have to make an Application to
the Court. There is one ground for Divorce and that
is the irretrievable breakdown of the marriage. It is
established by one of five facts. You have to choose
the fact that fits your circumstances whether

Collaborative Law –v- Mediation - When people
decide to divorce what is the best use and what is the
difference?

Consent Orders
A Consent Order refers to any type of Court Order
agreed between the parties. Most often it relates to
setting out an agreed financial settlement following a
divorce. As explained before, divorce does not end
the financial relationship with your ex-spouse. If you
do not apply to the Court for a Financial Order, this
leaves finances open to any financial claims in the
future.

Mediation is where a couple meet with a third party
(a trained professional) to discuss and reach an
agreement regarding their finances. Mediation is
not about reconciliation or couples counselling. The
Mediator that you meet with is impartial, they do not
take sides and they do not give advice. They facilitate
a conversation between the couple.

A Consent Order can include details on spousal and
child maintenance agreements.
A Consent Order is legally binding and it sets out the
financial arrangements you and your partner agree
on. It can set out how you want to split any assets,
pensions, income, debts once you are divorced. It can
be enforced by either party if the other party changes
their mind in the future. A Consent Order often includes
a clean break clause. This protects any money or
assets that you may earn or receive in the future from
being claimed from your ex-spouse.

Mediation is usually recommended where a couple are
on fairly good terms and comfortable speaking to each
other as well as the Mediator about their finances. I
would suggest there should be equal bargaining power
there. The Mediator does not guide the parties on the
merits of their positions or arguments and the process
is fairly affordable. The costs usually being divided
between the parties.
Collaborative Law involves the parties and their
lawyers. It is a method by which we can help clients
and parties reach an agreement regarding their
finances by way of a four-way meeting. The parties
have to be committed to resolving their finances around
the table. You meet face to face with the client, their
spouse and their lawyer. It is about having meaningful
negotiations.

Information to Provide
You are required to complete a D81 Statement of
Information which is a “snapshot” of your financial
position. It is a shortened version of the form you may
use when going through financial disclosure. It is then
submitted to the Court for a Judge to consider and
approve.
It is important to note that a Judge will not simply
rubber stamp a Consent Order. A Judge will check
that it is fair and reasonable and so the more
information you give to help a Judge understand
why you have reached the agreement that you
have the better. So that a Judge can consider all of
the circumstances, a Judge may ask questions for
clarification.

Both parties have to agree to sign up to the process
and be committed to resolving an agreement without
going to Court. Usually, there is a contract that both
parties will agree and sign before starting the process.
It focuses the mind. The benefits of collaborative law
are that parties lead the discussion with assistance from
their legal advisors. It can be built around the parties’
timetable rather than having a timetable imposed upon
them by the Court. Once an agreement is reached
the documents are prepared and sent to Court for
approval.

You can apply for a Consent Order at the Decree Nisi
stage of the Divorce Proceedings or any time after
Decree Absolute. A Consent Order becomes legally
binding once Decree Absolute has been granted.

continued...
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Cohabitees - What is the common misconception
when people cohabit and separate?

No-Fault Divorce

READ, WATCH, USE...
Y O U R B O O K , F I L M A N D A P P R E C O M M E N D AT I O N S

The UK Parliament passed the Divorce and Dissolution
Act in 2020 and it is likely to come into effect in
Autumn 2021. This will introduce a divorce procedure
that does not apportion blame to either party for the
breakdown of the marriage. This will remove the need
for reliance on the five facts that I referred to earlier. It
will remove the possibility of contesting the divorce and
introduces an option for Joint Application.

Cohabiting couples are now the fastest-growing
relationships in the UK. More couples are deciding not
to go down the traditional route of marriage and are
deciding to live together.
There are many misconceptions about cohabiting.
First thing first, there is no such thing as a commonlaw marriage in the UK. This means that a cohabiting
couple do not have the same legal rights as a married
couple. A cohabitee has very limited legal rights and
responsibilities towards each other after separation.

Make Your Bed by William H. McRaven

If you want to change the world … start off by making your bed.
In the book, McRaven shares the ten lessons he learned from Navy
SEAL training.
They are simple lessons that deal with overcoming the trials of SEAL
training, but the ten lessons are equally important in dealing with
the challenges of life—no matter who you are.

The idea is to reduce conﬂict and allow couples to
focus on the important issues like children, property
and finances.

Unmarried couples do not have the rights to apply for
shared income and assets and have limited property
claims.

At the moment, quite often couples find they have
to wait for the two separation with consent because
none of the facts fit and they do not wish to apportion
blame. This new procedure will allow them to be
able to divorce without having to wait for two years of
separation. The hope is that the divorce process will
become much smoother and less contentious. It will be
interesting to see how it all works when it comes into
effect next year.

In respect of property, a cohabitee does not have an
automatic right to make a claim against the property of
an ex-partner. If the legal ownership does not reﬂect
the reality of the relationship, the Court will need to
consider what the shared intentions of the parties are
and this can be a complex and lengthy process.
In respect of income, a cohabitee cannot apply for
financial assistance from their ex-partner. If you had
separate bank accounts during the relationship and
then neither has access to the money held in the other’s
account. However, if it is a joint account then both
have access to it regardless of who paid into it.

What was the value of having a financial planner in
the divorce case you have recently dealt with?

The Big Shor t
The Big Short is a 2015 American biographical
comedy-drama film directed by Adam McKay.
Written by McKay and Charles Randolph, it is
based on the 2010 book The Big Short: Inside the
Doomsday Machine by Michael Lewis showing
how the financial crisis of 2007–2008 was
triggered by the United States housing bubble.

Working alongside an independent financial adviser
in a divorce has been extremely helpful. Particularly
when advising clients on issues such as how to divide
assets in the most tax-efficient way, or advise on how
a client can invest their settlement proceeds following
a divorce or dissolution. It ensures that a client has a
well-rounded view of their financial and legal position.

However, it is not all doom and gloom; what can you
do to protect yourself at this stage?
Well, there is a Cohabitation Agreement. This protects
the parties’ possessions and outlines the rights of each
party. It is usually recommended before buying a
property together particularly if the property is only just
going to be registered into one of the couple’s names.
It determines what you can do in the event of the
relationship breaking down.

Watch our webinar with Kelly Longmore
“Divorce myths”

I would also recommend making a Will and thinking
about life insurance.

https://youtu.be/O_74msOkZHA
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We will be introducing this portal in March. MoneyInfo is only available through IFAs like
Wealth&Tax. The portal provides 24/7 access to the client’s financial products such as
investments, savings, pensions, property, banking, mortgages, credit cards and insurance. The
portal also includes banking aggregation. Moneyinfo can be accessed via mobile, tablet and
laptops either by the web or customised company-branded applications that are available from
both the iOS and Google play store.
Clients are also able to pull through the valuation of assets as well as have the ability to store
important dates via the financial events calculator and also store important documents securely.
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DATES FOR YOUR DIARY
28.2.21. Filing deadline for 2019/20 Self Assessment Tax
return is 31.1.21. unless submitted online in which case
there will be no late filing penalty if filed by 28.2.21.

3.3.21. The Budget

Tel: 01908 523740 Email: wealth@wealthandtax.co.uk
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