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INTRODUCTION
This Summer newsletter continues our
tax and business updates to keep you
abreast of recent changes in legislation.
Brexit uncertainties continue. Indeed, if
we are a nation of shop keepers, recent
closures of major retail chains and the
growing number of empty spaces on our
high streets, should be a cause for
concern.
If you find matters of interest to your
personal tax or business affairs in this
newsletter, do not hesitate to get in
touch. It is only possible to sketch a
rough guide to the various topics we
have covered. Please contact us for
more information.

BUSINESS
The GDPR has arrived
The General Data Protection Regulation
(GDPR) became a legal obligation on
25 May 2018.
The GDPR has beefed-up the Data
Protection Act and all businesses that
control or process personal data from
this date need to abide by its obligations.
At present, there is no certification
process, you cannot sit an exam and
then be GDPR compliant. The
Information Commissioners Office have
pointed out the areas that need to be
observed and it will be up to individual
businesses to demonstrate that they
have taken the necessary steps to
protect personal data that is processed

or controlled by its business activities.
Although much of the new regulation is
based on a common sense approach to
data security, it is beyond the scope of
this short reminder to detail the
processes you will need to examine and
likely change.
Whilst you could speculate that the
GDPR is intended to catch the
large-scale operations that manipulate
and exploit their ownership of customers’
data, what is clear is that this is now a
legal obligation and there are penalties if
you get it wrong.

Selling your business?
Business owners contemplating the sale
of their business will no doubt be turning
their minds to the tax consequences:
how much will they need to pay?

The same conditions apply when you
are closing your business instead. You
must also dispose of your business
assets within 3 years to qualify for relief.
If you are selling shares or securities
both the following must apply for at least
one year before you sell your shares:

A major relief that is available in certain
circumstances is the Capital Gains Tax
entrepreneurs’ relief. This will peg
liabilities at 10% of the chargeable gain
subject to a lifetime limit of £10m. The
following conditions, published on the
GOV.UK website, outline the major items
covered by the relief.

• You are an employee or office holder
of the company (or one in the
same group).
• The company’s main activities are
in trading (rather than non-trading
activities like investment) - or it’s
the holding company of a trading
group.

You may qualify for this relief if you
dispose of any of the following:

Either of the following must also apply
for at least one year before you sell your
shares:

• all or part of your business as a sole
trader or business partner - including
the business’s assets after it closed
• shares or securities in a company
where you have at least 5% of shares
and voting rights (known as a ‘personal
company’)
• shares you got through an Enterprise
Management Incentive (EMI) scheme
after 5 April 2013
• assets you lent to your business or
personal company
You may also qualify if you are a trustee
selling assets held in the trust.
If you are selling all or part of your
business both the following must apply:
• You are a sole trader or business
partner.
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• You have owned the business for
at least one year before the date
you sell it.

• You have at least 5% of shares and
voting rights in the company - if they are
not EMI shares.
• You were given the option to buy them
at least one year before you are selling
them - if they are EMI shares.
If the company stops being a trading
company, you can still qualify for relief if
you sell your shares within 3 years.
If you are selling assets you lent to the
business both the following must apply:
• You have sold at least 5% of your part
of a business partnership or your
shares in a personal company.
• You owned the assets but let your
business partnership or personal
company use them for at least one year
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up to the date you sold your business or
shares - or the date the business
closed.
Clearly, individual circumstances will
require consideration before entertaining
a claim for entrepreneurs’ relief. In fact,
planning for a business disposal
deserves careful consideration of all
options available. If you are considering
the sale of your business, please call us
to discuss your options.

Extracting profits
Since 6 April 2018, the amount of
company dividends that can be
extracted by shareholders tax-free has
reduced to £2,000 (was previously
£5,000).
With no change in the amount of
dividends taken this would push a further
£3,000 into the hybrid Income Tax rates
payable by shareholders. For 2018-19
these are:
• up to £2,000 – 0%
• any excess dividends that fall within the
shareholder’s basic rate tax band –
7.5%
• any excess dividends that fall within the
shareholder’s higher rate tax band –
32.5%
• any excess dividends that fall within the
shareholder’s additional rate tax band –
38.1%
Although dividends remain an attractive
option for shareholder directors of small
companies (dividends – unlike salaries –
are not subject to National Insurance
deductions) there are a number of other
strategies than can be considered:
• a salary set at a level that minimises
NIC contributions but maintains access
to certain state benefits and pensions
• interest on loans made by the
director/shareholder to their company
• rents for personal assets of the
director/shareholders that are used by
their business
• tax-free benefits, there are still a few
including provision of pension
contributions

It may also be possible to retain funds in
the company until a future sale or
liquidation. In this way funds can be
withdrawn utilising the Capital Gains Tax
entrepreneurs’ relief. Presently, this is
set at 10% for gains to a lifetime
maximum of £10m. Readers should note
that this option requires careful planning
in order to keep the right side of
anti-avoidance regulation.
Clearly, there is much to consider when
you set-up and maintain a tax effective
strategy for withdrawing funds from your
company. Readers who are keen to
maximise the use of available reliefs to
their best advantage would be advised
to take professional advice, we can help.

Letting a holiday home
The UK tax code affords landlords of
property that is considered to be a
furnished holiday let (FHL) with a
number of tax advantages that are not
extended to landlords of non-FHL
properties.
In summary these benefits are:
• You can claim Capital Gains Tax reliefs
for traders (business asset rollover
relief, entrepreneurs’ relief, relief for
gifts of business assets and relief for
loans to traders).
• You are entitled to plant and machinery
capital allowances for items such as
furniture, equipment and fixtures.
• Profits count as earnings for pension
purposes.

To qualify as an FHL, the letting
activity must comply with the
following rules:
To qualify as a FHL your property must
be:
• in the UK or in the European Economic
Area (EEA) - the EEA includes Iceland,
Liechtenstein and Norway
• furnished - there must be sufficient
furniture provided for normal occupation
and your visitors must be entitled to use
the furniture
Additionally, the property must be
commercially let (you must intend to
make a profit). If you let the property out
of season to cover costs but did not
make a profit, the letting will still be
treated as commercial.
All your FHLs in the UK are taxed as a
single UK FHL business and all FHLs in
other EEA states are taxed as a single
EEA FHL business. You will need to
keep separate records for each FHL
business because the losses from one
FHL business cannot be used against
profits of the other.
Occupancy conditions
Accommodation can only qualify as a
FHL if it passes all 3 occupancy
conditions.
• The pattern of occupancy - If the total of
all lettings that exceed 31 continuous
days is more than 155 days during the
year. When this condition is not met
your property will not be an FHL for that
year.
• The availability condition - Your
property must be available for letting as
a furnished holiday accommodation
letting for at least 210 days of the year.
Do not count any days that you are
staying in the property.
• The letting condition - You must let the
property commercially as furnished
holiday accommodation to the public for
at least 105 days of the year. Do not
count any days that you let the property
to friends or relatives at zero or reduced
rates, as this is not a commercial let.
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Do not count longer-term lets of more
than 31 days, unless the 31 days is
exceeded because something
unforeseen happens. For example, if the
holidaymaker either:
• falls ill or has an accident, and cannot
leave on time
• has to extend their holiday due to
a delayed flight.
If you do not let your property for at least
105 days, there are averaging and
period of grace elections you may be
able to utilise.
FHL property owners are treated as
businesses for most tax purposes and
so planning to achieve a satisfactory
outcome is desirable.

PERSONAL
Absent from your home?
Most home owners will be aware that
any profit they make on the sale of their
own home will not be subject to Capital
Gains Tax (CGT) when sold.
Generally speaking, to qualify for this
private residence relief (PRR) you will
need to have been in residence for the
entire period of ownership. However,
certain periods of absence may be
ignored.
These might be periods when you were
not using the house as your only or main
residence and will still qualify for relief.
These should be treated as periods of
actual occupation when you are
calculating the fraction of any gain that
qualifies for relief.
If, for up to a period of 12 months, you
do not occupy your new home when you
acquire it because you are unable to sell
your old home, or you need to carry out
refurbishment, you can treat up to the
first 12 months as if the house had been
your only or main residence in that
period. In exceptional circumstances,
HMRC may allow you to treat a longer
period (up to a total of 2 years) in the
same way. The same treatment applies
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when you buy land to build a house.
Certain other periods of absence from
your dwelling house may be treated as
periods of residence if both before and
after the period there is a time when the
dwelling house is your only or main
residence. These additional qualifying
periods of absence are:
1. absences for whatever reason,
totalling not more than 3 years
2. absences during which you are in
employment and all your duties are
carried on outside the UK, and
3. absences totalling not more than 4
years when either: the distance from
your place of work prevents you living
at home or your employer requires you
to work away from home in order to do
your job effectively
The absences at 2) and 3) will also apply
if the employment was that of your
spouse or civil partner.

Gifts and inheritance tax
We are often asked to confirm gifts that
will not trigger inheritance tax (IHT)
complications. The following is a list of
the gifts you can make without incurring
an IHT charge on your estate. They are:
• You can give away £3,000 worth of gifts
each tax year (6 April to 5 April) without
them being added to the value of your
estate. This is known as your ‘annual
exemption’.
• You can carry any unused annual
exemption forward to the next year - but
only for one year.
Each tax year, you can also give away:
• wedding or civil ceremony gifts of up to
£1,000 per person (£2,500 for a

grandchild or great-grandchild, £5,000
for a child)
• normal gifts out of your income, for
example Christmas or birthday presents
- you must be able to maintain your
standard of living after making the gift
• payments to help with another person’s
living costs, such as an elderly relative
or a child under 18
• gifts to charities and political parties
You can use more than one of these
exemptions on the same person - for
example, you could give your grandchild
gifts for their birthday and wedding in the
same tax year.
You can give as many gifts of up to £250
per person as you want during the tax
year as long as you have not used
another exemption on the same person.
The 7 year rule
If there is inheritance tax to pay, it is
charged at 40% on gifts given in the 3
years before you die. Gifts made 3 to 7
years before your death are taxed on a
sliding scale known as ‘taper relief’.
• 3 to 4 years – IHT payable 32%
• 4 to 5 years - IHT payable 24%
• 5 to 6 years – IHT payable 16%
• 6 to 7 years – IHT payable 8%
• over 7 years – no IHT payable
Gifts are not counted towards the value
of your estate after 7 years.
You can also make payments out of your
disposable income and if certain
conditions are met these payments will
not be treated as taxable gifts for IHT
purposes.
If you have made, or intend to make,
significant gifts, we recommend that you
take professional advice to ensure that
your estate is protected from any IHT
consequences. Please call if you would
like to discuss this or any other aspect of
IHT planning.
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Dormant bank accounts targeted

that has been classed as dormant at any
time. The Independent Dormant Assets
Commission recommended that the
scheme be extended to include assets
such as pensions and insurance,
securities and investments.

this abuse is to make customers
responsible for accounting for the
relevant VAT charge rather than the
supplier of construction services. This is
an extension to the reach of the “reverse
charge” scheme.

ISAs – an overview

It has been used in the past to tackle
similar VAT avoidance tactics. For
example:

You can save up to £20,000 tax-free
with Individual Savings Accounts (ISAs)
in the 2018-19 tax year.

Four business leaders were recently
chosen to expand the dormant assets
scheme across their respective sectors.
The industry champions will work with
the banking, securities, pensions,
insurance, wealth management and
investment sectors to increase the
amount of dormant funds that can be
released for good causes.

There are 4 types of ISA:

They will also bolster efforts to reunite
customers with assets from bank
accounts that have been untouched for
more than 15 years.

Who can open an ISA? You must be:

The four industry champions are:
Insurance and Pensions Industry
Champion - Kirsty Cooper, group
general counsel and company secretary
at Aviva
Banking Industry Champion - Simon
Kenyon, managing director of consumer
banking at Lloyds Banking Group
Investment and Wealth Management
Champion - William Nott, strategic
adviser to M&G
Securities Champion - Robert Welch,
group company secretary at Tesco
Under the current dormant accounts
scheme, bank or building society
accounts that have been left completely
untouched for more than 15 years could
be used for good causes. The four
champions will work to see how this can
be expanded to a wider set of financial
assets including stocks, shares,
pensions or bonds.
Customers are able to reclaim any asset

• cash ISAs
• stocks and shares ISAs
• innovative finance ISAs
• lifetime ISAs
You can put money into one of each kind
of ISA each tax year.

• 16 years or over for a cash ISA
• 18 years or over for a stocks and
shares or innovative finance ISA
• 18 years or over but under 40 for a
Lifetime ISA
• resident of the UK
• a Crown servant (for example
diplomatic or overseas civil service) or
their spouse or civil partner if you do not
live in the UK
You cannot hold an ISA with or on behalf
of someone else.
You can get a Junior ISA for children
under 18 years.

• a reverse charge for mobile telephones
and computer chips was introduced with
effect from 1st June 2007
• a reverse charge for emissions
allowances was introduced with effect
from 1st November 2010
Further reverse charge measures were
introduced for gas and electricity with
effect from 1st July 2014 and for
electronic communications with effect
from 1st February 2016.
The government is considering this
extension of the reverse charge process
to the construction sector from
1 October 2019.
According to HMRC:
"The risk of fraud in the construction
industry is principally centred around the
supply of construction services between
construction businesses in the supply
chain and this instrument, therefore,
does not require other types of business
to apply the reverse charge when
receiving construction services and there

VAT & DUTIES
Construction sector changing to
reverse charge
It would seem that HMRC is keen to plug
the apparent drain from VAT receipts
when sub-contractors charge their
customers VAT and then go missing,
keeping the VAT for themselves. This is
described in legislation as a “missing
trader fraud”.
Their preferred method for dealing with
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paid back immediately.

is also no reverse charge requirement in
relation to building and construction
materials that are supplied separately
and independently of construction
services."

It is the employer’s responsibility to keep
records proving that they are paying the
minimum wage - most employers use
their payroll records as proof. All records
must be kept for 3 years.

They conclude:
"Reverse charge accounting makes it
impossible for fraudsters to perpetrate
missing trader fraud because the
customer rather than the supplier
accounts for the VAT direct to HMRC.
The introduction of the reverse charge in
this business sector will mean that
businesses will need to adapt their
systems and manage their cash flow
differently. Due to the large number of
small businesses potentially affected by
a reverse charge for construction
services, the government has given a
long lead-in time to help businesses
adjust, having announced in Autumn
2017 the intention to introduce
legislation which will come into force in
Autumn 2019."

Making Tax Digital reminder
A reminder that from April 2019, HMRC’s
much vaunted Making Tax Digital (MTD)
scheme will apply to certain businesses.
The April 2019 launch will only apply to
VAT registered traders. More
specifically, MTD will only apply to
businesses that have a turnover above
the VAT threshold - the smallest
businesses will not be required to use
the system, although they can choose to
do so voluntarily.
Live pilot studies are already being
carried out and the first businesses have
started keeping digital records and
providing updates to HMRC to test and
develop the MTD service for Income Tax
and NIC. HMRC is keen to expand this
pilot.
HMRC announced in 2017:
We will start to pilot Making Tax Digital
for VAT starting with small-scale, private
testing, followed by a wider, live pilot
starting in Spring 2018. This will allow for
well over a year of testing before any
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businesses are mandated to use the
system. No business will be mandated
before 2019.
From April 2019, businesses above the
VAT threshold will be mandated to keep
their records digitally and provide
quarterly updates of their VAT to HMRC.
We will keep an eye on the results of the
pilot studies and monitor the progress of
accounting software providers to create
the necessary links with HMRC’s digital
systems.
If you are registered for VAT, have
annual turnover above the current
£85,000 limit, and have not yet
considered how you are going to cope
with MTD, please call so that we can
help you research your options.

EMPLOYMENT & PAYROLL
NMW and NLW obligations
A reminder for employers that it is a
criminal offence to pay someone less
than their entitlement to the National
Minimum Wage or National Living Wage.
Employers who discover that they have
paid a worker below the correct
minimum wage must pay any arrears
immediately. You can use the National
Minimum Wage and National Living
Wage calculator to work out arrears.
HMRC officers have the right to carry out
checks at any time and ask to see
payment records. They can also
investigate employers when a worker
complains to them. If HMRC finds that
an employer has not been paying the
correct rates, any arrears have to be

Employers are also reminded that if you
are found to be in breach of the NMW
and NLW regulations you will not only
have to pay any arrears of wages to
staff, but you will also face stiff penalties.
The penalties imposed on employers
that are in breach of the minimum wage
legislation are 200% of arrears owed to
workers subject to a maximum penalty of
£20,000 per worker. The penalty is
reduced by 50% if the unpaid wages and
the penalty are paid within 14 days.
HMRC can also name and shame
employers who are penalised.

MISCELLANEOUS
Register as an employer
Businesses need to register with HMRC
as an employer, and make the usual
PAYE and NIC deductions from any
wages payments made, when they:
• pay any employees, including company
directors, £116 or more a week
• employ anyone who is getting a pension
or already has another job
• provide expenses or benefits to
employees, including company directors
• use subcontractors under the
Construction Industry Scheme (CIS), or
reclaim CIS deductions taken from
payments
You will need to advise HMRC what type
of business you are (sole trader,
partnership, LLP, limited company).
Family members that you employ in your
business are still subject to the same
processes and regulations as non-family
members.
You may also be required to register as
an employer if you employ a carer or
support worker in your home.
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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
the accuracy, reliability or completeness of the information published in this newsletter.
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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

