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EMI Schemes – A great way for a business
to incentivise and retain key personnel
In developing a company’s business, it is often
important to retain key employees, which can
lead to the question of incentivisation and to the
possibility of share ownership.
For the business owner, offering shares to
employees can itself be an issue – how does
this affect dividends? What if the employee
leaves?
For the employee, there is potentially a tax issue
as the value of any shares received from an
employer is a taxable benefit under PAYE.
While the employment package will be part
of the answer to incentivisation, Enterprise
Management Incentive (‘EMI’) schemes provide
a very useful additional way of encouraging key
personnel to stay with a company.
EMI Schemes were introduced by legislation in
2003, so they are fully recognised in English law
and for tax purposes. Under an EMI Scheme, an
employee is granted an option to buy a specific
number of shares at a future date, but at the
current share value: if the company’s business
is growing, this should be an attractive benefit.
Usually the option is only exercisable when the
company is sold. If the employee leaves the
company’s employment before then, the option
to buy shares will lapse and be cancelled.
In this way, the employee won’t hold any shares
until the company is sold, but can obtain
a specified number of shares immediately
beforehand and benefit from the sale – potentially
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a significant incentive to stay with the company
and to support its growth in value.
The tax advantage of EMI Schemes allows the
employee to buy shares at a price based on the
value of the Company when the Scheme is set
up, and without that being treated as a benefit
on which Income Tax must be paid. When
the employee exercises the option and sells
the shares as part of the sale of the company,
Capital Gains Tax would be charged on the gain
but, subject to qualifying criteria, Entrepreneurs
Relief may reduce the rate of CGT (currently to
10%).
If the company’s value has grown significantly,
the employee will enjoy receiving part of the
proceeds of its sale, and with very favourable
tax treatment. Not surprisingly, EMI schemes
have become increasingly popular.
Some companies cannot set up an EMI
Scheme if their trading activities are excluded
by the legislation, for example farming and the
hotel and residential care sectors are excluded.
Criteria for employees include a requirement for
a minimum number of working hours. However,
EMI Schemes are possible for most companies,
and they are well worth considering as a means
of incentivising key personnel.
If you would like advice
regarding EMI Schemes,
please contact Tim Smith
in our Commercial Team
on 01273 324041.

Thanks to all of our 3 Peaks
Challenge sponsors – we
raised £7,380.51 for the
Spinal Injuries Association
and we cannot thank you
enough! We had a celebratory
event at Brighton Dome on
10 September to thank our
supporters and are already
planning an exciting new local
charity challenge for next year!
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News and Views
Two Solicitors join the firm:Rosa Kane

We are delighted to announce that Rosa Kane has joined our
Litigation & Dispute Resolution team.
Rosa qualified as a solicitor this year
and predominately deals with property
disputes and Landlord and Tenant
Litigation.

(Team from left to right, Linda Chapman, Emma Weir, Anne Dewdney,
Vicky King, Nick Evans, Gavin Farley and Adrian Bell)

What can we say…that was one of the hardest Challenges
we have ever faced, the whole team really pushed themselves
and the sense of achievement after Snowden was huge!
As you can see from the picture, we all started with smiles on
our faces, some would say, naively! The weather may look dull
in the picture but these were perfect conditions for climbing
and we were all pretty pleased!
Ben Nevis began at 7.30am and was a tough continuous
trek through what felt like every season possible. Towards the
summit it was so cold that there were still snow fields. Once
we reached the summit we stopped for a quick pit stop, a few
selfies and then it was straight back down. The descent was
a lot harder than we had anticipated, we had to concentrate
and try and choose the best route down – our guide was
amazing and without him I am sure we would have got lost on
numerous occasions!
Smiles still on our faces, we reached the base of Ben Nevis
and it was back on to the mini bus to Scafell Pike – the travelling
took a lot out of you, and the whole group really struggled to
get comfortable.
As we were nearing Scafell Pike the sun was setting and we
knew we would be climbing this mountain in the dark. A quick
change of clothes, enough food to keep you going and a head
torch and we were ready to begin our second mountain. This
was a tough climb, the dark and lack of sleep really made you
aware of your surroundings and the magnitude of the climb.
There were times when you could only see the circle of light
from your head torch and it took every ounce of mental and
physical strength to get to the summit. Our descent couldn’t
come quick enough and we were all desperate to get off
Scafell – this was the climb that all of us found tough, but
completing it meant we only had one more to go!!
We arrived at Snowden early in the morning and after stretching
out our aches and pains we prepared our ruck sacks for the final
summit. We were all tired, stiff and struggling to comprehend
how this climb was going to be possible, but our team spirit
and sheer determination meant we got to the summit in pretty
good time – we made it, we had reached all 3 Peaks and seen
some breath-taking scenery along the way. But wait, we had
to get back down again...!

Rosa will be a great addition to our
expanding Litigation team.

Simon Rozzier

We also welcomed Simon Rozzier in October who joined
our Tax, Trusts & Estates team in the Brighton office. Simon
qualified as a solicitor in 2012 and
deals with all aspects of Tax, Trusts
and Estates.

He has a particular interest in Court
of Protection work and is a valuable
addition to our award winning Tax,
Trusts & Estates team.

Office Surfing!

You may have noticed that we now have an iPad in our
reception at the Old Steyne. When visiting the office, please
feel free to use it to browse our company website, our firm
twitter account @GSFWSolicitors and to catch up on the
latest news.

There is also a booking form available on the iPad if you
require a free consultation with GSFW Financial Management
Limited. They are located at our Old Steyne
office although are happy to see clients at any
of our offices. Home visits are also possible.

Legal500 Rankings Released!
We are delighted to be ranked in the 2015 Legal500 guide
for another year running, with special mention to Deborah
Cain and Nadia Cowdrey who have been recognised as
leading individuals in their practice areas, Contentious Trusts
& Probate and Private Client.
Deborah is praised as ‘exceptionally good in the area’, and ‘a
highly experienced litigator’ who ‘fights harder than anyone for
the client’. Nadia is ‘empathetic and develops strong rapport’.
See more at: http://www.
legal500.com/firms/1391griffith-smith-farrington-webbllp/1373-brighton-england
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Wills, Inheritance & Trust Disputes – Free 30 minute consultation
a will is valid, or if there is no will at all, you may be eligible to bring
a claim for provision from the estate anyway on the basis of your
relationship with the deceased. Perhaps the deceased promised
you something in their will, but on their death you discover they broke
their promise by either not making the will they told you they would,
or not making one at all. Again – you may have a claim.

There has been a substantial rise in the number of disputes, often
between family members, about inheritance issues, the validity of
wills and the operation of trusts. Will writing is not regulated in this
country which means anyone can make a will, and mistakes can be
made. Even solicitors who prepare wills make mistakes sometimes!
If you are affected by a dispute about an inheritance issue, we offer a
free 30 minute consultation which could help you decide if you have
a claim (or a defence if you are on the wrong end of someone else’s
claim). There may be questions about whether a will is valid. Even if

Charity - 36% Inheritance Tax Rate

We have a team of experts in the field of disputed inheritance issues,
and our experience allows us to identify quickly if you have a claim, or
how best to defend a claim which has been made. That is why we
offer a free 30 minute consultation to discuss your particular
issue. Why not take us up on our offer?
Contact Deborah Cain, LLP Partner,
Litigation
Department
01273
384008 “a highly experienced
litigator’ who ‘fights harder than
anyone for the client.’

If you are planning to leave part of your estate to charity,
you may be able to reduce the amount of Inheritance Tax
payable on your estate by increasing the amount you
leave to charity so that your estate benefits from the 36%
Inheritance Tax rate. This can benefit both the charity and
non-charity beneficiaries included in your Will.

• Debts and liabilities
• The available Inheritance Tax nil rate band(s)
• Any Inheritance Tax reliefs and exemptions.

The intention behind the 36% Inheritance Tax rate was to encourage
more people to leave money to charity. In his Budget speech the
Chancellor said:

Beneficiaries of an estate may be able to reduce an estate’s Inheritance
Tax liability and increase both the amount they receive and the charity
receives from the estate by varying the Will of someone who has died.
This is done by a Deed of Variation.

In the 2011 Budget, the Chancellor announced a new Inheritance Tax
rate of 36% for individuals who leave 10% or more of their “net estate”
to charity; a reduction of 4% on the 40% Inheritance Tax rate.

“I want to make giving 10% of your legacy to charity the new norm in
our country.”
The Chancellor’s statement suggests that someone would have to
leave 10% of their estate to charity to benefit from the lower rate tax,
but the 36% tax rules are more generous and more complicated than
this. To benefit from the 36% tax rate someone must give 10% of
their “net estate” to charity. In this case “net estate” means the value
of the estate less:

To work out the eligibility of an estate for the lower tax rate, the different
taxable parts of the estate must be identified i.e. how much of the
estate passes to a surviving joint owner; whether the person who has
died had an interest in a trust, and how much of the estate passes
under the terms of the Will (or under intestacy rules if there is no Will).

This is a very brief summary of a complicated but potentially beneficial
piece of legislation. If you would like further advice about the 36%
Inheritance Tax rate, please contact a member of this
firm’s Tax, Trusts and Estates Team and we will be
pleased to discuss this with you.
Emma Redford, LLP Partner & Henfield Branch
Manager

Lasting Powers of Attorney - made easy!
The Office of the Public Guardian (OPG) have finally cut the red tape
and simplified the process to set up a Lasting Power of Attorney (LPA).
This is a welcome change as the forms are now easier to understand
and quicker to prepare. In consequence, we have been able to reduce
our charges to set them up – now that’s not something you hear from a
solicitor very often is it!
You might be wondering what an LPA actually is. It’s a legal document
that enables you to appoint one or more people (known as “Attorneys”)
to help you make decisions or make decisions on your behalf. Setting
one up gives you more control over what will happen if, for example, you
have an accident or an illness and are unable to make decisions when
they need to be made (i.e. you lack mental capacity).
There are two types of LPA, one which covers property and financial matters
such as managing bank and building society accounts, paying bills,
collecting benefits or a pension and buying and selling a property. The other
covers health and welfare matters such as your daily routine, medical care,
moving into a care home and life-sustaining medical treatment.

With your permission, your Attorneys will be able to make decisions
relating to your property and financial affairs as soon as the relevant LPA
has been registered by the OPG. However, they can only make decisions
relating to your health and welfare if the relevant LPA has been registered
by the OPG and you are unable to make the decision in question.
Business owners might also want to set up a separate LPA relating to
their business affairs - keeping their personal finances and business
finances separate.
We have a highly skilled team of solicitors and legal executives able to
advise on LPAs, and if you decide to set them up at the same time as
making or updating your Will, we can usually offer a discount.
If you want to get your affairs in order, contact a member
of our Tax, Trusts & Estates Team on 01273 324041.

Nadia Cowdrey, LLP Partner & Head of Tax,
Trusts & Estates
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Pensions not like bank accounts!
Steve Mackie and the Financial
Management Team are based in the West
Wing of our Old Steyne offices and can
be reached on 01273 765959. They
would be happy to meet for a free initial
consultation at any of our branches.
Tabloid headlines suggesting that the freedom to withdraw pension
savings after the age of 55 puts pensions on a par with bank accounts
have been leading taxpayers astray.
A recent survey found that of 800 customers of a major life office
surveyed, over two-thirds had drawn their whole pension pot as a
lump sum and incurred unexpected tax charges.
When a withdrawal is made over and above the 25% tax-free cash
entitlement, HM Revenue & Customs assume that similar sums are
going to be drawn regularly in the future. So if £10,000 is drawn, this
will be taxed on the assumption that £120,000 will be drawn over
the course of the following year. This is known as the ‘month one’
basis of assessment and it applies even if the entire fund is drawn in
a single payment.
It would have been understandable if the money released had been
needed to pay off mortgage or other debts, but this accounted for

Buy-to-let investments

Buy-to-let has become a popular form of alternative investment, based
on the marked shortage of rental property and the tax advantages
and potential capital gains available to investors.
However, the Government has taken the view that the market is in
danger of over-heating and that this may affect the stability of the UK
economy. It has therefore decided to introduce changes over a four
year period commencing in April 2017 which will restrict the tax relief
available to landlords.
Currently, the interest on mortgages secured on buy-to-let property is
deductible from the rental profits when calculating liability for tax, and
since profits are taxed at investors’ marginal rates, this means that in
some cases relief is obtained at up to 45%.
Under the new rules, tax relief on buy-to-let mortgage payments

HMRC to access bank accounts

Under the provisions of the Finance Act 2015, HM Revenue &
Customs will have the right to collect overdue taxes by taking money
directly out of taxpayers’ bank accounts. The right will also extend
to penalties, interest, overpaid tax credits and sums charged under
accelerated payment notices in respect of investment schemes
which HMRC regards as sailing too close to the wind.
The powers are said to be aimed at people who won’t pay, rather than
those who can’t pay, and payment must be long overdue. So only a
small number of taxpayers are expected to be affected.
Certain safeguards will be introduced. The debt must be of at least
£1,000 and at least £5,000 must be left after the payment has been
made. Furthermore, HMRC must ensure that the taxpayer is aware
that the payment is due, and there must be no prospect of the
payment being reduced on appeal.

only 16% of the withdrawals. In over 50% of cases, the pension
holders had transferred the money to cash investments, such as
bank or building society accounts, which are less tax-efficient than
pensions, or into cash ISAs.
If the objective had been to reduce exposure on stock market volatility,
transfers could have been made to deposit-based investments
within the pension ‘wrapper’, and the tax benefits would have been
maintained.
Anyone who has been taxed on a ‘month one’ basis can apply
to HMRC for a refund. Three forms are provided, to cater for the
circumstances of individual taxpayers.
A more satisfactory approach is for taxpayers to notify HMRC in
advance of their intentions and to obtain a tax code which will then be
used by the pension provider, who will deduct tax at the appropriate
rate from each payment.

will by 2020 be reduced to 20%. In addition, the tax allowance for
maintaining the fabric of buy-to-let properties (referred to as ‘wear and
tear’) will be replaced with effect from April 2016 by a system which
allows only for the deduction of actual expenditure.
Meanwhile, however, rent-a room relief, which has been available
for 20 years, will be increased with effect from April 2016 to permit
£7,500 to be received tax-free.
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