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This notification process must be
completed within two years of each
occasion your combination of homes
change, i.e. you can backdate the claim
by two years.

INTRODUCTION
Before the Autumn Budget 2017 is
announced later this year, we should, at
long last, see the held over sections of
the March 2017 budget complete their
progress onto the statute books.
It will be interesting to see the scale of
any changes announced as government
departments accommodate Brexit
challenges.
This newsletter includes the usual
variety of topics that will keep you
abreast of current tax changes and our
ideas for countering their effects. As
always, if you need more information
regarding any of the issues raised
please get in touch, we are here to help.

PERSONAL
Misconceptions about letting
property
HMRC has published a list of popular
misconceptions that taxpayers have
about letting property. We have noted
below a summary of situations when you
will need to declare rental earnings to
HMRC:
• If you inherit property and let it out.
• If you buy a property as an investment
and let it out.
• Divorcing partners, who decide to let
out their jointly owned property, will
need to declare their share of any rental
profits on their individual tax returns.
• You move to a new house due to
employment considerations and let out
the house you are moving from.
• You move into a care home and let out
your present home to help pay for the
fees.
• You buy a property for your son or
daughter to use while at university, and
they may sub-let to friends on an
informal basis and charge a nominal
rent, which you use to defray costs. Any
surplus monies received from this sort
of arrangement will still need to be
declared.
• Moving to tied accommodation can
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create problems if you keep your
existing home and let it out. If the rents
you receive cover your mortgage
repayments (capital and interest) you
may consider that you have not made a
profit, but the capital part of your
mortgage repayments are not an
allowable deduction for income tax
purposes.
If you are concerned that you may be
required to declare your rental income,
and you have not yet done so, we can
help. There is a tried and tested process
to bring matters up-to-date. Please call
for more information.

Home and tax
In most cases, you can sell your home,
make a profit, and pay no capital gains
tax (CGT); but there are exceptions.
In tax parlance, your home is described
as your principal private residence
(PPR). If you own one property – either
jointly with your spouse or civil partner –
or purchased in your own name, if the
property is your main residence there
should be no tax complications when
you sell.
Problems can arise if you own more than
one property and if you have occupied
both as your PPR. When this is the case
there is one issue that will require your
attention.
At any point in time, HMRC will only
allow you to have one tax advantaged
property that is your PPR. Accordingly,
you will need to decide when you buy a
second or subsequent property: which
will be your PPR for tax purposes? To
formalise this process, it is necessary to
file the details with HMRC.

If you are considering the sale of a
property that has been your home for
only part of your tenure of ownership,
the tax implications you will need to
consider can be fairly involved. For this
reason, we suggest you seek
professional advice before completing a
sale, in order that the CGT
consequences can be fully considered.

Why making a Will makes sense
Many people die without making a Will.
In legal terms, this means they die
“intestate”. When this happens, the
estate must be shared out according to
certain rules. Individuals who may
benefit under these rules are:
• Married partners and civil partners at
the time of death. This includes
separated partners but not divorced
partners or a civil partner if a civil
partnership has ended.
• Children, grandchildren and great
grandchildren, if the estate is over a
certain amount.
• Parents, brothers and sisters, nieces
and nephews.
• Grandparents, uncles and aunts.
The order in which estates are
distributed follow strict rules. For
example, if there is a surviving partner, a
child only inherits from the estate if it is
valued at more than £250,000.
Partners who are unmarried, or not in a
formal civil partnership, have no claim on
their deceased partner’s estate.
When family groups are affected by
divorce, re-marriage, or co-habiting and
there are children involved, the actual
rights of family members to share in a
deceased’s estate can be complex, and
may result in assets of the estate being
distributed in a way at variance with the
unwritten wishes of the deceased person.
The estates of persons who die intestate

www.alwynsllp.com

and have no relatives, are passed to the
Crown under the “Bona Vacantia” rules.
For these reasons, everyone should
prepare a Will and make their intentions
known and legally enforceable.
Taxation will also need to be considered.
Without a Will, inheritance tax may take
a disproportionate share of an estate.
The current rate applied on chargeable
assets on death is 40%.
Readers of this article who have not
made a Will or considered the
inheritance tax consequences of their
death should take advice now. Failure to
do so may create distressing situations
for surviving family members and result
in a large chunk of your hard-won assets
being paid over in taxation.
We can help. Please call to arrange an
initial fact-find meeting.

Marriage allowance - can you
claim?
According to reported stats there are still
numerous married and civil partnership
couples who have not claimed this
allowance.
The marriage allowance (MA) lets you

transfer £1,150 of your personal
allowance to your husband, wife or civil
partner - if they earn more than you. This
reduces their tax by up to £230 in the
current tax year, 2017-18.
To benefit as a couple, you (as the lower
earner) must have an income of £11,500
or less.
You can claim MA for 2017-18 if all the
following apply:
• you’re married or in a civil partnership
• you don’t earn anything or your income
is £11,500 or less
• your partner’s income is between
£11,501 and £45,000 (or £43,000 if
you’re in Scotland)
It won’t affect your application for MA if
you or your partner:
• are currently receiving a pension
• live abroad – and you get a personal
allowance
The application process is
straight-forward; there is an online
application process you can use at
www.gov.uk/apply-marriage-allowance.
And don’t forget, you can back-date your
claim to 5 April 2015, if your
circumstances qualified you for the MA
in those earlier years.

Married couples and CGT
Transfers of assets that would normally
trigger a liability to capital gains tax
(CGT) are tax-free if the persons
transferring and receiving the
chargeable assets are married or in a
civil partnership and are living together
for CGT purposes at the time of the
transfer.
A transfer of chargeable assets between
co-habiting couples would not qualify for
this relief.
According to HMRC, you and your
spouse or civil partner are treated as
living together unless you are separated:

• by a formal Deed of Separation
executed under seal (in Scotland a
deed should be witnessed)
• in such circumstances that the
separation is likely to be permanent
In each case the marriage or civil
partnership must have broken down. If
the marriage or civil partnership has not
broken down, but you don’t live in the
same house, you’re still treated as living
together for CGT purposes.
If you or your spouse or civil partner
were living together at some time in a tax
year, you can transfer assets between
you at any time in that tax year at no
gain or loss. There’s no requirement that
you should be living together at the time
of transfer.
If a transfer occurs between you and
your spouse or civil partner after the end
of the tax year in which you stop living
together, there are rules to decide the
date of disposal and the amount of
consideration on disposal. These rules
depend on your circumstances and the
information you will need to consider is
the date of:
• any decree absolute or dissolution of
the civil partnership
• the court order if the asset was
transferred by such an order
• any other contract under which the
asset was transferred
The rules defining your CGT status if
these circumstances apply, are
complicated. Once you hold the
necessary information, we suggest you
call to clarify your CGT postion.

• under a court order
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BUSINESS
Making Tax Digital update
HMRC has confirmed a new timetable
for the roll-out of their exercise to make
business tax a digital process – their
so-called Making Tax Digital (MTD)
campaign.
Under their original proposals, all
self-employed business owners,
including landlords, with turnover of
more than £10,000 would have been
drawn into the MTD net from April 2018.
This would have involved making
quarterly uploads of summarised
accounts data to HMRC’s personal tax
accounts.
Advisors and business groups were
horrified by this apparently hurried and
draconian change in tax compliance and
we are pleased to report that HMRC has
listened.
The new roll-out timetable for MTD, as
published by HMRC 13 July 2017, is
reproduced below:
"Under the new timetable:
• only businesses with a turnover above
the VAT threshold (currently £85,000)
will have to keep digital records and
only for VAT purposes
• they will only need to do so from 2019
• businesses will not be asked to keep
digital records, or to update HMRC
quarterly, for other taxes until at least
2020.
Making Tax Digital will be available on a
voluntary basis for the smallest

businesses, and for other taxes.
This means that businesses and
landlords with a turnover below the VAT
threshold will be able to choose when to
move to the new digital system.
As VAT already requires quarterly
returns, no business will need to provide
information to HMRC more regularly
during this initial phase than they do now.
All businesses and landlords will have at
least two years to adapt to the changes
before being asked to keep digital
records for other taxes."
There is still work to do. Readers who
are still using manual record keeping for
accounting purposes, or are using
software that will not be compatible with
HMRC’s computer links (APIs), will need
to consider their options. We can help
you choose a suitable option in good
time to meet HMRC’s MTD launch dates.

Finance matchmaking scheme
HM Treasury has released information
about the government backed referral
scheme, launched November 2016, that
supports small business owners
obtaining funding for their businesses
from the larger banks. They said:
"Over the past 9 months, 230 small
businesses from beauticians to forklift
truck training companies, which were
rejected for loans by some of the UK’s
biggest banks, have gained £3.8 million
from alternative lenders.
Loans resulting from this scheme ranged
from £200 to £500,000, with an average
size of £16,000. Many sectors have
benefited including construction, retail,
technology and science.
A fourth finance platform, Alternative
Business Funding, will join the scheme
from 1 November 2017 to increase the
options available to businesses. The
government will continue to work with
banks to embed and improve their
referral processes.
Research shows that 71% of businesses
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seeking finance only ask one lender and,
if rejected for finance, many simply give
up on investment rather than seek
alternative options. In 2016 220,000
small and medium sized businesses
sought a loan or overdraft, 25% of these
were initially declined by their bank and
only 7% of those declined were referred
to other sources of help."
Readers who are interested in following
up this innovative source of funding
should ask their bank (if they are unable
to help) to pass on their details to three
finance platforms - Funding Xchange,
Business Finance Compared and
Funding Options.
These platforms will then share these
details with alternative finance providers
and go on to facilitate a conversation
between the business and any provider
who expresses an interest in supplying
finance to them.

Lending money to your
company
If you have lent, or are about to lend
funds to your company, you may want to
consider how the loan is structured.
If you are a director, any arrangement
made with your company should be
agreed at board level and documented
accordingly. Issues you may want to
consider include:
• Unless you can secure your loan by
taking a legal charge over specific
company assets, your loan will rank as
an unsecured creditor.
• Agree repayment terms.
• Agree the rate of interest you are to
receive.
• Agree terms if your directorship or other
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employment terms are varied or
terminated and you want to close your
loan to the company.
• If your loan is significant, the company
could take out a life policy to provide the
funds to repay the loan in the event of
your death.
If you do receive interest on the loan, the
amount would be a tax allowable
deduction for the company and
potentially taxable as part of your
self-assessment. However, since April
2016, if you are a basic rate taxpayer
you can earn up to £1,000 in savings
income tax-free. For higher rate
taxpayers, this limit is reduced to £500.
Potentially, interest on your loan may
qualify for this relief, or at least be partly
covered.
Readers about to make a loan in this
way should take professional advice
before parting company with their funds.
Please call, you may be placing your
hard-won personal assets at risk unless
the terms of your loan are carefully
considered.

Simplified reporting for smaller
companies
The Office for Tax Simplification (OTS),
is responsible for highlighting
opportunities to make the assessment
and calculation of tax easier for business
owners and government.
The OTS has recently issued a new
report on the proposal to simplify the
corporation tax assessment process for
companies, particularly smaller concerns.
Their report sets out some significant
steps towards creating what they
describe as “a 21st-century corporation
tax system in the UK”. The aim is to
make the calculation of corporation tax
simpler, with fewer changes and more
time to plan. The report also recognises
the importance of reducing the burdens
on small businesses, and “keeping this
country an attractive destination for trade
and investment in a post Brexit world”.
The report takes an in-depth and

innovative look across four broad
themes:
• simpler tax for smaller companies
• aligning the tax rules more closely with
accounting rules where appropriate
• simplifying tax relief for capital
investment
• a range of further issues affecting the
largest companies
It also highlights the links with HMRC’s
work on Making Tax Digital, which offers
a real impetus to move towards a
simpler system by use of technology.
The OTS recommendations are not
legislative changes, they are
suggestions. These will now have to be
taken up by the Treasury and HMRC to
consider changes to tax law in future
Budgets.

Cyber security and the GDPR
Next year, from 25 May 2018, the
General Data Protection Regulations
(GDPR) will add a new raft of “do’s” and
“don’ts” to the way in which UK
businesses collect and manage the
personal data of their customers,
suppliers, business prospects and staff.
The government is also concerned that
Britain’s firms and charities urgently
need to do more to protect themselves
from online threats. This according to
new government research and a ‘cyber
health check’ published 21 August
2017.
• One in ten FTSE 350 companies
operate without a response plan for a
cyber incident
• Only six per cent of businesses are
completely prepared for new data

protection rules
• Separate new research finds charities
are as susceptible to attacks as
businesses affected in the wake of
recent high profile cyber-attacks, the
survey of the UK’s biggest 350
companies found more than two thirds
of boards had not received training to
deal with a cyber incident (68 per cent)
despite more than half saying cyber
threats were a top risk to their business
(54 per cent).
One in ten FTSE 350 companies said
they operate without a response plan for
a cyber incident (ten per cent) and less
than a third of boards receive
comprehensive cyber risk information
(31 per cent).
There has been progress in some areas
when compared with last year’s health
check, with more than half of company
boards now setting out their approach to
cyber risks (53 per cent up from 33 per
cent) and more than half of businesses
having a clear understanding of the
impact of a cyber-attack (57 per cent up
from 49 per cent). Separate new
research looking at the cyber security of
charities has also been published today.
It found charities are just as susceptible
to cyber-attacks as businesses, with
many staff uninformed about the topic
and awareness and knowledge varying
considerably across different charities.
Other findings show those in charge of
cyber security, especially in smaller
charities, are often not proactively
seeking information and relying on
outsourced IT providers to deal with
threats.
Where charities recognised the
importance of cyber security, this was
often due to holding personal data on
donors or service users, or having
trustees and staff with private sector
experience of the issue. Charities also
recognised those responsible for cyber
security need new skills and general
awareness among staff needs to raise.
The government will soon be introducing
a new Data Protection Bill to Parliament
in order to implement the GDPR from
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25 May 2018. The new data protection
law will strengthen the rights of
individuals and provide them with more
control over how their personal data is
being used.

MISCELLANEOUS
VAT – invoice in dispute
Ordinarily, if an invoice sent to a
customer, or received from a supplier,
remains unpaid after six months, any
output tax added to a sales invoice can
be recovered from HMRC - by claiming
bad debt relief - and any input tax
claimed on a supplier’s invoice, more
than six months old, will need to be paid
back to HMRC.

According to published research:
• Awareness of GDPR was good, with
almost all firms (97 per cent) aware of
the new regulation
• Almost three quarters (71 per cent) of
firms said they were somewhat
prepared to meet the GDPR
requirements, with only 6 per cent being
fully prepared
• Just 13 per cent said GDPR was
regularly considered by their board
• 45 per cent of Boards say they are most
concerned with meeting GDPR
requirements relating to an individual’s
right to personal data deletion
The Information Commissioner’s Office
(ICO) has produced guidance for
organisations on implementing the
regulation, including a checklist for
businesses on the actions they need to
take; and a series of interactive
workshops and webinars.
The ICO will also produce guidance for
organisations about the responsibilities
under the GDPR and individuals on their
rights under the GDPR.

What is a Company Voluntary
Arrangement?
If your business liabilities (amounts owed
to creditors) exceeds the funds available
to settle those liabilities, your business
may be insolvent. If you suspect that this
may be the case you should take advice,
and sooner rather than later. In most
circumstances, continuing to trade when
you know that you are insolvent is illegal.
Rather than throw in the towel and wind
up your business, you could consider
coming to an arrangement with your
creditors. This may be an appropriate
course of action if you consider that the
prospects for your business are
favourable.
Firstly, a Company Voluntary
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Arrangement (CVA) can only be set-up
and administrated by an insolvency
practitioner. We can refer you if a CVA is
felt to be a workable option.
According to the government website
this is what will happen:
1. The insolvency practitioner will work
out an ‘arrangement’ covering the
amount of debt you can pay and a
payment schedule. They must do this
within a month of being appointed.
2. They’ll write to creditors about the
arrangement and invite them to vote
on it.
3. To get a CVA, it must be approved by
creditors who are owed at least 75% of
the overall debt.
You will need to make the scheduled
payments to creditors through the
insolvency practitioner until these are
paid off.
If you don’t get the 75% vote from the
creditors, your company could face
voluntary liquidation and if you don’t
meet the agreed payment schedule, any
of your creditors can apply to wind up
your business.
If you are concerned that you may be
insolvent, the first thing to ascertain is
your current financial situation. We can
help you do this. Once this position is
clear, that you are insolvent, we can
then look at a referral to an insolvency
practitioner and get a formal CVA
arrangement underway.

However, when an invoice is in dispute,
no input tax adjustment is needed if the
supplier has agreed to extend the
payment deadline while the problem is
being sorted out. The flip side of this
arrangement means that the supplier
can’t claim bad debt relief on the
corresponding sales invoice(s). In this
way, HMRC will not be out of pocket.
These comments only apply if your
business uses the standard VAT
accounting method, i.e. it accounts for
VAT payments to HMRC based on the
difference between VAT added to sales
invoices less VAT added to purchase
invoices. If you use a cash accounting
method, there is no need to consider
bad debt relief as you only pay VAT to
HMRC when you are paid by customers
or when you pay for taxable goods and
services from your suppliers.
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FINANCIAL CALENDAR

In Preparing and maintaining this newsletter every effort has been made to ensure the content is up to date and accurate. However, law and regulations change continually and unintentional
errors can occur and the information may be neither up to date nor accurate.The editor makes no representation or warranty (including liability towards third parties), express or implied, as to
in this newsletter. The accuracy, reliability or completeness of the information published.
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• Accountancy
• Audit
• Taxation
– Business
– Personal
• VAT
• Payroll
• Bookkeeping
• Wealth and retirement planning

Alwyns Chartered Accountants
Crown House, 151 High Road
Loughton, Essex IG10 4LG
020 8502 0411
www.alwynsllp.com

• Business support services
– Proﬁt improvement consultancy
– Funding
– Business purchase or sales
– Strategic planning
– Management accounting
– Outsourcing
– Company secretarial services

