
Welcome to this month’s eNews. With the referendum votes counted and the United Kingdom marginally voting to 
exit the European Union, there are many tax issues to consider. Our first article looks at some of the issues that will 
now need to be addressed.

We also take a closer look at the government’s ‘Making Tax Digital’ proposals as well as the forthcoming changes 
to the taxation of non-domiciled individuals. There is also an interesting VAT case, Borton, where a builder was 
successful in claiming VAT back on her Land Rover Freelander.

Finally, don’t forget that you might need to make a payment of income tax (and Class 4 national insurance) by 31 
July 2016! See the article below for more details.

As usual, please do get in touch if you would like further guidance on any of the areas covered.
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BREXIT AND TAX – WHAT NEXT?

Who could have predicted a month ago that not only would we vote to leave the European Union, but we would 
have a new prime minister and Cabinet, Scotland would want to leave us again, Len Goodman would no longer be 
a Strictly judge and the world would be gripped by Pokemon Go fever, with people falling off cliffs as their avatars 
capture pocket monsters on their mobile phones (ask your children!).

In a time of fast paced change, whatever your view of the Brexit decision, one thing is certain; what happens next in 
Tax is far from certain and will largely depend on what negotiations are made as we move to leave Europe and also 
how the new Chancellor views our economy. 

Finance Bill 2017

The Brexit decision, immediately followed by the resignation of David Cameron, has meant Finance Bill 2017 has 
been put on hold and will not now go to the Report Stage until at least 5 September, when Parliament returns after 
the summer recess.

This means that the new dividend regime of the not having to add a notional tax credit, the £5,000 0% band and 
increased dividend tax rates are not currently law, even though we have been applying the changes since 6 April 
2016.

Other changes that are still not law, but are being acted on as if they are, include the supplemental 3% SDLT rates 
for additional residential properties; reduced capital gains tax rates on disposals of assets other than residential 
property, retrospective changes to when entrepreneur’s relief should apply and changes to distributions on the 
winding up of a company. 

It is thought unlikely that any material changes will be made before the Bill is passed, but who really knows?

Emergency Budget

George Osborne indicated an emergency budget would be needed following a Brexit vote and recently announced 
the corporation tax rate would be cut to 15%, before he was replaced by Philip Hammond.

Mr Hammond has only confirmed there will be no emergency budget; the autumn statement will take place as 
normal and that he remains “committed to keeping the UK competitive”.

Making Tax Digital

Bold measures were announced by the last government to drive all tax payers to making quarterly reports to HMRC 
online, and to enable them to pay their taxes earlier: Businesses apparently don’t like paying taxes so long after they 
have earnt their profits.

What this is to mean for businesses is unknown and consultation documents were meant to be released before the 
Vote. These have now been put on hold until the end of the year, despite the measures (whatever they are meant to 
be) supposed to be applying from April 2017.

This further delay only adds concerns to businesses, including agents as to what we will need to help clients with, 
with the worry that the already rushed proposals will not be properly thought through as to whether HMRC can really 
deliver the changes in an effective manner, or whether this will just be a further burden and cost borne by businesses 
already working in an uncertain climate.

VAT

This is perhaps where we might see the biggest changes as our VAT law is governed by EU law. We are already 
able to change our rates within certain limits as a member of the EU but our current rates are considered to aid 



our competitiveness. We could do nothing other than to replicate all existing VAT law, keeping things like place and 
timing of supply rules the same, although there is likely to be some politically motivated extension to zero rated 
items.

One thing is certain, VAT will remain in some shape or form as this accounts for a significant part of the tax 
contribution, bringing in more than 19% of tax revenues in 2014/15. 

Customs Duties

EU customs duty law means the costs of exporting to the EU could increase. Conversely, UK customs duties could 
mean importing from the EU will be more expensive, as well as the administrative burden of importing from the EU 
increasing.

Social Security Costs for Workers

The EU social security contributions system currently means workers only need to pay social security costs in one 
member state, but leaving may mean workers will become liable both in the UK and in the state they are working in.

Group Structures

Many businesses may need to reconsider their business structures once EU directives no longer apply. The directives 
are largely aimed at removing the burden of many tax obstacles for businesses operating across the EU, such as 
not having to withhold tax on dividend, interest and royalty payments. Businesses with either a UK or EU holding 
company will instead have to rely on bilateral tax agreements in order to get relief from double taxation, and foreign 
branches may become more attractive rather than foreign subsidiaries.

Conclusion

Tax has always played a vital role in our economy but is becoming more complex each year as more anti avoidance 
is introduced, small tinkering changes are made where the complexities outweigh any possible savings and 
businesses are forced to do more to save HMRC money.

The exit from Europe will add to the complexity and the government has to make sure that not only does Britain get 
the best deal possible, but that the legislative changes are kept as straight forward as possible so that businesses 
can finally begin to get certainty for their future, even though this is likely to take many years.
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MAKING TAX DIGITAL

We last reported on the Government’s plans to “Make Tax Digital” in our December tax news. This will apparently 
revolutionise the way in which our tax affairs are reported, with everyone having access to a “Personal Tax Account”, 
and anyone with property income or self-employment income over £10,000 having a “Business Tax Account”. 

Since our last article there have been few developments, due to the Government dealing with the EU Referendum. 
However, some further updates have been added to their website, with illustrative case studies added and a video 
showing how HMRC see digitalisation in practice for a sole trader with simple tax affairs. 

The video demonstrates how “John”, who currently doesn’t use any tax software and “finds it a chore to pull his 
records together at the end of the tax year”, will be able to use an app on his smart phone to take photos of all his 
paper invoices, and add details of cash expenses, along with his sales, as they happen. The app will record the 
details and then at the end of the quarter prompt John to check the information, before confirming the data and 
submitting to update his tax account at HMRC.

Clearly this is only suitable in very simple cases, and it is hard to see how this system could be used to deal with a 
reasonable sized business with a higher frequency of transactions on a daily basis. It also does nothing to address 
how the usual end of year adjustments, such as adjusting for creditors and debtors, and closing stock, would be 
dealt with.



The Government were also required to debate the policy in January, as a petition set up received over 110,000 
signatures, prompting them to issue a factsheet “myth buster”, which stated that this will not mean that they will 
require the completion of four tax returns per year, instead of one.

The Federation of Small Businesses have lobbied the Government requesting simplification to the information 
required from business on a quarterly basis, recognising that to provide full accounts information every quarter will 
be an onerous task for small businesses.

Detail is also required on how software systems currently used by businesses will fit with the proposed online 
disclosure to HMRC.

HMRC also published the results of their research in January, although this research was conducted in February 
and March 2015, so you wonder how relevant this can be. They apparently discovered that the majority of taxpayers 
were in favour of increased digitalisation, with the promise of information being more readily available, and no longer 
being required to provide information that HMRC already has access to.

The research distinguishes between easy win, persuadable middle ground, and digital rejecters. They found that 
agents and individuals already in self assessment were more likely to fall into the first category, with taxpayers 
falling into the assisted digital group and those within PAYE more likely to be difficult to integrate to the digitalisation 
programme. It is these digital rejecters that will be targeted most with traditional advertising campaigns, perhaps 
meaning that less detailed information will be provided for businesses on how the new system will operate.

It is also clear from the published information that HMRC is intending to reduce the time between the income source 
being received and the time at which the tax is collected. All the case studies published show the individuals being 
in favour of paying the tax in regular instalments, to enable them to budget and manage their tax liabilities, which is 
clearly a biased view and one wonders how long it will be before the option to pay earlier will become a requirement.

A formal consultation was expected immediately following the EU Referendum, but this has now been put on hold 
until the end of the year, so watch this space!
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RECLAIMING VAT ON CARS

Businesses generally cannot reclaim input VAT charged cars, and so the cost to the business will be the gross 
amount paid for the car. However, in the case Borton t/a Contract Build [2016] TC 05224, the issue revolved around 
whether the purchased Land Rover Freelander, at the time of buying, was intended to be used exclusively for the 
purposes of the builder’s business or whether she intended, at that time, to ‘make it available’ to herself or any other 
person for private use. If it was exclusively for business, the input VAT would have been reclaimable.

The case was rather protracted and this area formed only a small part of the overall assessment. However, the 
Tribunal found that the builder had no intention to make the car available for personal use and allowed the input VAT 
of £4,913 to be reclaimed and for the misdeclaration penalty to be set aside.

The sole trading builder worked in a specialised sector of the building trade. She bought the vehicle, intending to 
use it exclusively for the purposes of her business, to transport tools and materials to and from building sites.

She also had another car for personal use. The Freelander was so dirty from business use that it was unsuitable for 
private use. It was, from the outset, always intended to be (and actually always was) kept at the appellant’s business 
address, which also happened to be her home, when it was not being used for the purposes of the business.

It was registered with DVLA at that address and was apparently insured solely for business use. It was available for 
use on emergency call outs, as well as for normal building work, and was used to tow business equipment, such as 
a portable office and mobile generators to and from site.

The difficulty is that, in the case of a sole trader, the very act of buying a motor car means that arguably the trader 
has made that car available for his or her own private use, even if the trader has a firm and settled intention never 
to use the car in that way.



The case states: ‘The very fact of his deliberate acquisition of the car whereby he makes himself the owner of the 
car and controller of it means that at least ordinarily he must intend to make it available to himself for private use, 
even if he never intends to use it privately.’

However, it was argued that if the taxpayer has specifically arranged and maintained insurance cover which extends 
only to business use of the car (and has a settled intention to maintain that state of affairs throughout his or her 
period of ownership), then it is permissible for a tribunal to make a finding of fact that the taxpayer had no intention 
to make it available to any person for personal use. 

This case was decided on the facts presented and the testimonials of the taxpayer. If any reliance is to be 
placed on its outcome, you should ensure that all records support any initial sole business use intention and if 
you would like advice on whether you can reclaim the input VAT on your car, please contact Andy Branson at  
andy.branson@albertgoodman.co.uk
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HAVE YOU ACCESSED YOUR PERSONAL TAX ACCOUNT?

HMRC are advising employers that their employees may benefit from accessing their Personal Tax Account. These 
accounts allow taxpayers to view information about their tax affairs and advise HMRC online about changes that 
may affect the tax they pay. The services available through the Personal Tax Account include:

 � checking income tax estimates and tax codes

 � advising HMRC about changes affecting company cars

 � using the online forms available to claim tax deductible work expenses or a tax refund

 � checking the expected level of their state pension

 � renewing tax credits

 � advising HMRC of a change of address.

In a recent development the system for registering for this service has been revised and it is now possible to register 
using your National Insurance Number and P60 information. To register visit https://www.gov.uk/personal-tax-
account

Employers may wish to promote the service to their employees as this should result in fewer enquiries being made 
by them to their payroll or HR departments

Internet link: Employer Bulletin
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TAX DUE 31 JULY 2016

Don’t forget that the second payment on account for the 2015/16 tax year for people under the self assessment 
regime is due for payment by 31 July.

This year the payment deadline falls on a Sunday so you may need to plan around this. For example, if you are 
paying by cheque you will need to ensure it arrives with HMRC before the 31st. If the payment is made late, interest 
will be charged by HMRC at 3%. Details of the ways to make the payment can be found at: https://www.gov.uk/
pay-self-assessment-tax-bill

HMRC should have issued a statement and payslip to those due to make a payment but we are aware of many 
cases where this has not happened. Therefore please do not conclude that you do not have a payment to make 
because you have not received anything.

It is possible to make a claim to reduce your payments on account if you expect your income for the 2015/16 tax 
year to be lower than that of 2014/15. If the payment cannot be reduced but you are unable to make the payment, 

mailto:andy.branson%40albertgoodman.co.uk?subject=
https://www.gov.uk/personal-tax-account
https://www.gov.uk/personal-tax-account
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/529349/Employer_Bulletin_60_Final_English_-_Accessible.pdf


you should contact HMRC straight away as it may be possible to arrange a ‘time to pay’ agreement whereby the 
amount can be paid in instalments. If this is the case contact should be made with HMRC before the payment 
deadline to avoid penalty charges.

If you are unsure whether you need to make a payment, then please do get in touch.
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PROPERTY RENTAL – FURNISHED OR UNFURNISHED?

Anyone considering letting a property for the first time is likely to ask themselves whether it would be better to let it 
furnished or unfurnished.

Letting a property unfurnished may appeal to a wider range of tenants and some will be specifically looking for 
unfurnished properties. If you go ahead and incur the expense to furnish a property but then find a ‘good’ tenant 
who is looking for an unfurnished property, you may have wasted time and money in buying the furniture or have to 
wait longer for another potential tenant to come along.

A furnished property will probably demand a higher rent but you should consider the quality of the furnishings 
provided. A well-furnished property will be appealing to tenants looking for that type of property but equally you do 
run the risk of damage to items of furniture, and so it’s probably not best to furnish it with your valuable antiques!

Tenants will expect certain types of property to be fully furnished, such as student accommodation or HMOs. 
You should therefore consider what type of tenants you are aiming to attract when deciding whether to furnish a 
property. Speaking to a local letting agent might be helpful to understand what tenants are looking for in the area 
you are purchasing the property or not.

From a tax point of view, the playing field has been levelled for tax relief on furniture provided in a property. From 6 
April 2016 a landlord will receive no tax relief for the initial purchase of items of furniture for the property; they will 
only receive tax relief for expenditure incurred to replace items of furniture. Therefore no tax relief would be due on 
new furniture purchased to furnish a previously unfurnished property. This may be a big factor in deciding whether 
to furnish the property.

If you would like any advice on the tax implications of investing in property then please do get in touch.
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RECLAIMING TAX DEDUCTED FROM SAVINGS 

Previously, individuals were able to claim a refund of tax deducted from savings and investments using a paper form 
R40. This could be completed at the end of the tax year, or it was also possible to make an interim claim part way 
through the year.

HMRC has launched a new online form which can be completed to apply for the refund, although you will need to 
set up an online account with HMRC to be able to use this. The form can be found here: http://tinyurl.com/hot8uw7

If you need any help in making a claim then please get in touch. Please note interest will be paid gross from 6 April 
2016 and so rather than seeking a repayment, you may find yourself having to pay tax on your savings instead.
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TAXATION OF NON-DOMICILED INDIVIDUALS

Changes to the way non-domiciled individuals are to be taxed were announced by the Chancellor in the summer 
budget of 2015, and these changes are due to take effect from 6 April 2017.



For inheritance tax purposes an individual that is not domiciled in the UK is currently only subject to inheritance 
tax on their UK assets unless they have been resident in the UK for 17 of the past 20 years, or if they have actually 
been domiciled in the UK at any point in the previous 3 years. In such cases the individual would become ‘deemed 
domiciled’ in the UK and would be subject to UK inheritance tax on their worldwide assets. However, from the 
2017/18 tax year, an individual will lose their non domiciled status once they have been resident in the UK for 15 of 
the past 20 years.

The draft legislation also includes a separate rule for individuals that were born with a UK domicile of origin and 
have since acquired a new domicile of choice. These individuals will also lose their non-domiciled status if they are 
resident in the UK in at least one of the previous two tax years.

Further legislation will make UK residential properties owned by non domiciled individuals subject to UK inheritance 
tax regardless of their residence status.

The changes do not only affect inheritance tax however and from 6 April 2017, the concept of ‘deemed domicile’ 
will also be introduced to income and capital gains tax. 

This will mean that once an individual has been resident in the UK for 15 of the past 20 tax years, or they become 
UK resident and were born in the UK with a UK domicile of origin, they will no longer be able to claim the remittance 
basis, and will be subject to income and capital gains tax on their worldwide income and gains.

For anybody concerned about how these new rules will affect you, please do get in touch.
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IS ENTREPRENEUR’S RELIEF AVAILABLE?

A recent case shows the importance of ensuring that all facts in a situation are given full consideration to ensure that 
a claim for entrepreneur’s relief satisfies all the conditions.

A founding shareholder and director resigned due to disagreement with the company’s other directors in January 
2009, when an agreement was reached to purchase 2700 of his 3000 shares. However, it was shown that the date of 
disposal of his shares was not in fact until 29 May 2009, when the special resolution was approved for the company 
to complete a purchase of own shares as, due to company law, the contract could not have an effective date 
before this. The claim for entrepreneur’s relief was denied, because the individual was not an officer or employee 
throughout the qualifying period of one year before the disposal.

This illustrates the intricacies of the ever evolving rules applicable to entrepreneur’s relief. If you are considering a 
transaction which could qualify for this relief, please do get in touch before the event takes place to ensure that the 
sale is structured such that all the conditions are met, and the claim for relief is valid.
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GOODBYE 6TH JULY!

As another 6th July slips by and the deadline for submitting the employment related securities end of year return 
(“Form 42”) becomes a distant memory, what lessons can we learn to make next year run more smoothly?

The employment related securities legislation covers the reporting requirements for the end of year returns for 
unapproved share transactions, formerly known as forms 42, and approved share schemes, such as Enterprise 
Management Incentives (“EMI”). For all reportable events since 6 April 2014, it has been compulsory for all reports 
to be made online, using the Government Gateway for HMRC.

After two years of reporting using this system, it is clear that things do not always run as smoothly as HMRC 
anticipate. In particular, where the company employs a payroll bureau to run its PAYE scheme, it may not have the 
necessary online access to “PAYE for employers” that is required to initiate the registration for the online reporting. 
There have also been instances where, for any of a number of reasons, the company does not have its login or 



password and is not able to access the Government Gateway.

Where this is the case, the process needs to be started early, to allow time for the activation codes or passwords to 
be posted to the company by HMRC.

Therefore, if transfers or issues of shares involving directors or employees are being proposed, please do get in 
touch, so that the reporting responsibilities can be addressed far in advance of the filing deadline.
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EMPLOYMENT ALLOWANCE – SOLE DIRECTOR COMPANIES

Since 6 April 2014, most businesses have been entitled to the Employment Allowance (EA), a contribution towards 
their employer national insurance costs (NIC) of up to £3,000 per year (previously £2,000) or their NIC if lower. 

From 6 April 2016, the EA is no longer available to companies where the employer’s only NIC are in respect of a sole 
director. This means where the only employee earning above £8,112 per annum is the director, no contribution to the 
company’s NIC is available. This restriction does not apply where there are multiple directors or a sole non-director 
employee as demonstrated in the examples below.

Example 1

John is the sole director of Blueberry Ltd and earns £40,000 per annum. John’s wife, Sue, also works at company 
part-time and earns £7,000 per annum. 

As John is a director and the only employee earning above £8,112 per annum, Blueberry Ltd is not entitled to the 
Employment Allowance.

Example 2

Matthew is the sole director of Strawberry Ltd and earns £7,000 per annum. Matthew employs a personal secretary, 
Joanna, who earns £25,000 per annum.

Although Joanna is the only employee earning above £8,112 per annum, as she is not a director of Strawberry Ltd 
is entitled to the Employment Allowance.

Example 3

Sarah and Michelle are both directors of Raspberry Ltd, both earn £35,000 per annum. There are no other employees 
in the company.

Although both are directors, as they both earn above £8,112, Raspberry Ltd is entitled to the Employment Allowance. 

Structuring your business correctly can mean the difference between being entitled to the allowance or not. Paying 
a justifiable salary to family members for duties performed for the business could also mean that the allowance 
becomes available. If you are unsure whether you qualify for the EA or would like any advice on claiming the 
allowance then please get in touch.
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CONTRACTORS’ MONTHLY RETURNS

From April 2016 changes have been made to the Construction Industry Scheme (CIS). Part of the reforms were that 
contractors must file their monthly returns online.

HMRC have introduced a number of improvements to the CIS online service with a view to making it easier and 
more efficient to use, although see “CIS online service – verification issues”. These changes include the facility to 
amend returns online. They have also introduced a new online message/alert service. HMRC will issue messages 
and alerts including:



 � Monthly Return Inactivity Confirmation

 � Period of inactivity about to end

 � Submission of a ‘nil’ monthly return during a period of inactivity

 � Submission of a monthly return containing payment information during a period of inactivity

 � Inactivity request for an inappropriate period

 � Return amendment where the number of subcontractors have changed

 � Cost of materials enquiry

 � Have you filed your Monthly Return yet?

 � Subcontractor tax treatment incorrect

 � Submission where HMRC are unable to match subcontractor information to their records.

These messages will be sent to the contractors HMRC CIS Online account. HMRC are asking contractors to check 
if they are receiving these messages via their commercial software package, otherwise contractors may need to 
access them via the HMRC online service.

Modified online subcontractor verification service

HMRC have also now modified the Subcontractor verification service which includes improved search and matching 
functions, and updated screens which will now display tax treatment details against each subcontractor. HMRC are 
encouraging contractors to use this service as the telephone verification service is expected to be removed from 
April 2017.

If you would like help with CIS issues or returns please contact us.

Internet link: Employer Bulletin
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CIS ONLINE SERVICE – VERIFICATION ISSUES

HMRC are currently experiencing some verification issues with their online service which means that people have 
been unable to submit their monthly returns. The current issues are as follows:

1 Verifications done previously online

If subcontractors’ verification details were obtained online, the HMRC CIS online service is removing those details 
when they become 2 years old. Therefore ‘unknown’ appears next to the subcontractor’s verification number and 
tax treatment, with the service requiring verification.

2 Verifications by telephone- data then entered into the online service

These details are no longer available for viewing, ‘unknown’ appears next to the subcontractor’s verification number and 
tax treatment, with the service requiring verification. The option to input verification details manually has been removed.

To overcome this, subcontractors that are still used will need to be verified again otherwise they can be deleted. 
All subcontractors should be verified using the HMRC CIS online service where possible. Subcontractors can be 
verified by telephone through the CIS helpline however, they then need to be verified separately again online.

3 Adding new subcontractors

It is important to choose the right category as it may not be possible to verify the subcontractor after.

If this happens the record will need to be deleted and set up again with the right category.

4 Using the online service to send a return

When sending a monthly return if one or more subcontractors are selected, that need to be verified, there will be a 
message warning about this.

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/529349/Employer_Bulletin_60_Final_English_-_Accessible.pdf


Subcontractors can be verified using the link or the return can be sent and customers can return and re-verify the 
subcontractors later on before the next return is due.

5 ‘Timeout’ error messages

A few contractors have set up more subcontractors on the service than it was designed for. Where this happens, a 
‘timeout’ error message may be displayed or the system will not work at all.

If a ‘timeout’ error message occurs the size of the subcontractor list needs to be reduced.

If you are experiencing difficulty more information can be found on the HMRC website.
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HOLIDAY ENTITLEMENT

Now is the time of year when many of us turn our thoughts to holidays and it is important to get holiday entitlement 
and holiday pay right.

The GOV.UK calculator has recently been updated and can be found by using the following link.

The acas website also includes useful guidance on calculating holiday and holiday pay entitlements.

If you would like help with payroll matters please contact us.

Internet link: GOV.UK calculator
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