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COMPANIES ACT 2006.
THE STORY GOES ON

he Companies Act 2006 is
Treputedly the largest single piece
of legislation in the world.
Thankfully, its implementation has been
phased in, with many important changes
applying from 1 October 2008. Irene
Gray, C+T’s accounting technical man-
ager in our Technical Advisory team, has
picked out below some of those changes
with the greatest practical impact.
Make it personal
There is no bar on a company being a
director of another company. From 1
October, however, every company will
require at least one individual as a
director with a transitional period to
October 2010 for companies with only
corporate directors to appoint an
individual.
...but no forwarding address
Companies House records are public, including the names and home addresses of shareholders. As a result, shareholders can
be on the receiving end of junk mail because of mailing companies’ use of this information, or other unwanted
correspondence. To improve the situation, annual returns for private companies will no longer include addresses of
shareholders.
Reduce your capital
Traditionally, a capital reduction has involved an expensive and time-consuming application to court. For private companies
a streamlined procedure now allows the directors to make a solvency statement as a key part of reducing share capital.
Goodbye to whitewash
Company law has been concerned to prevent indirect capital reductions. This has included a prohibition on the giving of
financial assistance for the purchase of their own shares. The prohibition could be bypassed by going through an involved
process known as a whitewash procedure. For private companies the prohibition on giving financial assistance has gone, and
with it the need to implement the whitewash.

This year Chiene + Tait will not be sending Christmas cards by post.
Instead, we will make a donation to Marie Curie
and send clients a festive e—card.
On behalf of all the partners and staff at C+T, we would
like to take this opportunity to wish you a
Merry Christmas and Happy New Year.
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CHANGES TO PEN

SION REGULATION

Investors may well want to call their advisers this autumn —
the government is changing regulations again. As of October
2008 consumers will be able to move protected rights funds
— the contracted out element of state pensions — into a Self
Invested Personal Pension (SIPP). To date, these protected
funds were heavily controlled in terms of investment choices
available.

What are Protected Rights?

Protected Rights are funds that have built up in *
a pension arrangement, as a result of ___ 4%
being contracted out of the State Second, &
Pension (S2P), previously known as the ¢
State Earnings Related Pension —=s @48
Scheme (SERPS). /
Why are the regulations changing?

State benefits, foregone by contracting out. As -
such, the Government took the view that they should not be

subject to the risks that can arise from self-investment. This
was particularly the case when operators of SIPPs were not
regulated by the Financial Services Authority (FSA).
However, the Government is now taking the view that, since
all SIPP operators are now directly regulated by the FSA,

Reserves policy

In the Trustees’ Annual Report (“TAR”),
or equivalent, the disclosure policy of
the charity with regard to the reserves
can be deficient. The level of reserves
at the balance sheet date should
always be stated, together with reasons

Charities cover a diverse set of aims
and circumstances, but face detailed
accounting and disclosure
requirements. Philippa Pinkerton,
Chiene + Tait charity accounts
specialist, reflects on some of the ] 1
commonly arising issues from the
many charities audited by C+T.
Deferred income

Charities often receive grant funding
prior to the specified period of use or
the related conditions of the grant
being met, giving rise to deferred
income. Charities should ensure that
the following is included in the notes
to the accounts:

An accounting policy note
explaining the basis for deferral.

An analysis of the movement in the
deferred income account between
income deferred in the current year
and amounts released from
previous years.

why they are held

HR News - National Minimum Wage Increased
The National Minimum Wage is increased annually.

For further information about the National Minimum Wage
and how it could affect you, please speak to your usual
Chiene + Tait contact.
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ideally, as best practice, a target level
should be indicated.

Restricted reserves

The nature of the type of reserves held
are sometimes unclear in charity
accounts, and charities should avoid
the following pitfalls:

Confusing “designated” with
“restricted” reserves.

Not explaining in the notes the
purpose of major restricted funds.
Not explaining the reasons for
transfers between funds.

there is a degree of risk control in existence, which now
allows them to relax the regulations. They have also listened
to arguments made over recent years, that having all
pension arrangements in a single plan would be a useful
option for many individuals.

Are there any restrictions on how Protected Rights can be
invested?

The same investment options exist for Protected Rights
funds as for non-Protected Rights funds. However,
it will be necessary to notionally split the assets of
i a SIPP, between monies arising from Protected
i Rights transfers and other monies.

The main reason for maintaining this
..notional split of funds is because there are
= currently regulations which can require
~'monies arising from Protected Rights to be
treated differently from other monies,
partlcularly on death, or if annuities are

purchased on retirement. These regulations are
‘expected to be abolished in 2012.

For more information about these changes, please contact
CTFS Limited on 0131 558 5800 or your usual pension
advisor.

Governing document

The TAR should not only provide
details of the charity’s constitution, but
also specify its governing document. If
the charity is a company limited by
guarantee, the governing document is
normally the Memorandum and
Articles of Association of the company,
and this should be stated.

Payments to Trustees

Charity financial statements must
include details of any payments made
to Trustees, irrespective of their size
and nature, and this is also something
that must be detailed on the
“Monitoring Return” which larger
charities submit annually to OSCR with
their accounts. It is not uncommon for
discrepancies in the information on
Trustee payments to exist between
accounts and this return, and charities
should ensure that they agree in order
to avoid queries from the Regulator.

or are in deficit —
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Please contact Philippa on 0131 558
5800, or your usual C+T contact to
discuss your charity accounts.

The new rates from 1st October 2008 are:
Age Minimum Hourly Rate
22 or over £5.73

18-21 £4.77

16 - 17 £3.53

Previous Rate
£5.52
£4.60
£3.40







