
Welcome to this month’s Tax eNews, in which we take a look at some possible Autumn Statement 
predictions and a surprise u-turn on tax breaks available to community energy projects.

Please do get in touch if you would like any further guidance on any of the areas covered.
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AUTUMN STATEMENT 2015 EXPECTATIONS

Mr Osborne will make his Autumn Statement on 25 November, but what might he talk about?

Tax credits have been in the news and this is one issue expected to be reviewed. The House of Lords voted to reject 
the Statutory Instrument which contained the cut backs to tax credits.

He has promised to ‘continue to reform tax credits…while at the same time lessening the impact on families during 
the transition’.

The key changes originally proposed were:

 � lowering the income threshold for Working Tax Credits from £6,420 to £3,850 a year from April 2016

 � increasing the rate at which those payments are cut. Currently, for every £1 claimants earn above the threshold, 
they lose 41p. It was proposed that from April 2106, the taper rate would accelerate to 48p.

There are some other tax issues which may also be progressed in the Autumn Statement which include:

 � IR35 - following a period of discussion proposals are expected to be announced to reform the system and 
operation of taxation which applies to personal service companies.

 � Pensions tax relief - limiting the amount of tax reliefs for pensions. The government has been consulting 
to establish whether the tax relief system provides incentives for individuals to save and that the costs of 
pension tax relief are affordable.

Mr Osborne made a number of expected changes to entrepreneur’s relief in his last two budgets and it is widely 
believed that he plans to make more changes to capital gains reliefs this year.

If you are planning a major sale, or a significant gift, that seeks to take advantage of a long standing CGT relief, you 
might want to take action before 25 November. Examples of transactions that may be vulnerable include: 

 � sale of farm land at a profit; 

 � transfer of shares to family members to trigger a disposal for entrepreneur’s relief; 

 � incorporation of a property businesses. 

There may also be changes to the commercial rates of SDLT, or the method of calculating that charge which is now 
out of line with the method used to calculate SDLT for residential properties. There is a relief from SDLT where a 
family partnership incorporates, and that too could be vulnerable to be closed as a “loop-hole”.
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NO MORE RELIEF FOR COMMUNITY ENERGY PROJECTS

The Enterprise Investment Scheme (EIS), Seed EIS for start up businesses and Venture Capital Trusts (VCT) all offer 
attractive tax breaks for investors acquiring shares in certain qualifying businesses. Social Investment Tax Relief 
(SITR) offers similar tax breaks, but extends this to loan finance.

The EIS/Seed EIS and VCT tax breaks were removed for investors in subsidised solar and other renewable energy 
production some time ago, except for certain community energy programmes run through entities such as community 
interest companies, co-operative societies and community benefit societies.

Mr Osborne announced in his budget this year that the tax breaks would also cease for community programmes, but 
would instead be available under SITR, from a date to be determined. The date has now been set as 30 November 
2015. However, in a surprise turn, the Finance Secretary has announced that, despite the EIS/Seed EIS/VCT tax 
breaks being withdrawn, relief will NOT be available instead under SITR.

This will come as a real blow to community energy projects, which rely on tax breaks to attract investors, to help fund 
their set up. We understand that all share offers will need to be closed by 30 November to qualify for current reliefs.

Whilst no explanation was given for the about turn, it is understood that the government considers there has been 
some abuse of the schemes.
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RESIDENTIAL LANDLORDS – BUSINESS MODELS AND STRUCTURES

In our August eNews, we explained how individual landlords will see their tax bills increase significantly from 2017/18, 
due to the restriction of interest and finance costs as deductions from residential property income. 

Taxpayers are still confused over whether the rules will apply to them, particularly if they are currently basic rate tax 
payers. The restrictions mean that profits are worked out without deducting interest payments. It is this higher profit 
that is added to other taxable income to determine if someone is a basic rate tax payer or not. This means that all 
highly geared landlords are likely to be affected, even if they are only a basic rate taxpayer now.

There is no substitute for crunching the numbers for each landlord in order to discuss tactics for avoiding paying 
tax on more than 100% of net income. The choices appear to be straightforward: reduce the property related 
borrowings from existing resources or sell part of the property portfolio.

Alternatively, the business model could be changed to invest in commercial buildings or furnished holiday lettings, 
neither of which are subject to the restriction of interest deductions. The restrictions also do not apply where the 
property is held in a company and so landlords might consider incorporating their property portfolios.

How are portfolios transferred to a company?

When assets are transferred to a limited company, they must be transferred at market value, which might mean the 
landlord will have to pay capital gains tax (CGT) on any gains.

However, if there are properties with low gains, those could be transferred gradually, perhaps covering the capital 
gains with the taxpayer’s annual exemption each year. Remember entrepreneur’s relief, business asset rollover relief 
and holdover relief for gifts can’t be used for gains made within a property letting business, as letting is not regarded 
as a “trading business”.

However, incorporation relief (TCGA 1992, s 162) may be available if the entire property lettings business is 
transferred to the company in one go. This is because incorporation relief can apply to a property lettings business, 
as determined in the EM Ramsay case. No claim is required as the relief is applied automatically if all the conditions 
are met, but it would be advisable to make a full disclosure on the tax return for the relevant year.

SDLT will also need to be considered although this can be mitigated in certain circumstances.

If you would like to discuss how the new rules will affect you, please do get in touch.
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MAKING RESEARCH AND DEVELOPMENT RELIEF EASIER

HMRC have published a response to the consultation Improving access to Research and Development tax credits 
for small business. The response document sets out the Government’s plans for the next two years, including the 
introduction of a process of Advance Assurance from November 2015. 

To boost take-up of R&D tax relief by small businesses, HMRC will:

 � use Government information to identify companies that might have carried out R&D but not claimed tax relief;

 � make more use of ‘one-to-many’ communications such as Twitter to publicise the relief;

 � improve HMRC guidance on the rules around subcontracted R&D and on the phrase ‘appreciable improvement’ 
used in the definition of R&D;

 � publish bespoke guidance on R&D tax relief for smaller businesses; and

 � make available templates and other products to help companies record qualifying activity and expenditure. 

An Advance Assurance process will be available to first time claimant smaller companies (turnover less than £2m 
and fewer than 50 employees). Successful applicants will receive assurance that HMRC will not enquire into their 
first three years of R&D tax relief claims. 



It is clear that many eligible businesses are still not claiming the enhanced relief: if you would like to discuss making 
a claim for R&D relief, please contact Tracey Watts at tracey.watts@albertgoodman.co.uk
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CBI WARNS GOVERNMENT NOT TO ‘TINKER’ WITH PENSIONS TAX

The first industry-wide survey since the general election sets out businesses’ pensions priorities this Parliament.

The CBI has reported that according to the latest survey companies wish for stability on tax, policy and funding to 
boost pensions. The survey, which was carried out in conjunction with Mercer, reported that:

 � Almost eight out of ten respondents are against further changes in pension taxation, while the majority cited 
certainty as the government’s top pension priority in this Parliament, as recent substantial reforms bed in.

 � The percentage of respondents identifying the need to make auto-enrolment administration easier leaped 
to nearly 70% compared with just 41% in 2013. Two thirds also cited changing regulation adding to the 
compliance burden. And the vast majority indicated that increasing take-up levels among employees for 
existing schemes must be a priority, rather than raising minimum contributions.

Neil Carberry, CBI Director of Employment and Skills, said:

‘Recent regulatory changes, coupled with auto-enrolment and state pension reform, mean UK business leaders now 
crave stability.

If you would like help with pensions please get in touch.

Internet links: CBI news | Report
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INSURANCE PREMIUM TAX RISE

Insurance premium tax (IPT) has finally been increased following the announcement made in the Summer Budget, 
which is expected to bring in an additional £8.1bn for the Treasury by 2021 and will see the costs of household, car, 
pet and health insurance all rise.

The move, which was the second largest revenue raiser announced by the Chancellor in his emergency post-
election Budget, will see the basic IPT rate increase from 6% to 9.5%.

The new standard rate will be due on premiums treated by the legislation as received on or after 1 November 2015, 
except where insurers operate a special accounting scheme. In that case, the new standard rate is only applied to 
premiums relating to risks covered by the terms of a contract entered into after 1 November 2015. From 1 March 
2016, the new standard rate applies to all premiums, regardless of when the contract was entered into.

According to HMRC figures, the increase will bring in an additional £530m in tax revenue in 2015–16, and around 
£1.5bn annually for the years to 2020–21.
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WHEN IS A SHARE GAIN NOT THE TAXABLE GAIN?

No, that’s not a trick question, but it serves to raise the issue of calculations of gains or losses on share disposals 
as not necessarily being as straightforward as you might expect. The following example illustrates this:-

Albert holds 1,000 shares in XYZ Plc that he bought a few months ago at a price of £7 per share. The price has 
risen now to £10 per share so he sells them on 30th October 2015. A few weeks later there is some bad news and 
the price falls to £9 per share but Albert still thinks they are a good investment, so on 15th November 2015 he buys 
1,000 at £9. What is his capital gain on the shares sold?

mailto:tracey.watts%40albertgoodman.co.uk?subject=
http://news.cbi.org.uk/news/business-warn-government-not-to-tinker-with-pensions-tax-cbi-mercer-pensions-survey-2015/
http://news.cbi.org.uk/cbi-prod/assets/File/pdf/CBI-Mercer pensions survey October 2015.pdf


At first glance, you might think he has made a gain of £3,000 (£10 - £7 on 1,000 shares) – end of story. However, the 
“matching rules” work to change this.

If shares are repurchased within 30 days of a disposal, then the sale is matched with the later purchase, rather than 
with the original cost. That would turn the £3,000 expected gain in the example, into a taxable gain of only £1,000 
(£10 - £9 on 1,000 shares).

Clearly this rule will only affect those investors who make multiple purchases and sales in the same company over a 
short time period but does illustrate that the gain you make might not be the gain you will be taxed on. If you would 
like any help with calculating gains on share disposals, please do get in touch.
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SAVING FOR YOUR CHILDREN

Most parents like the thought of saving for their children, for them to be able to draw on in the future, perhaps to 
buy their first car or to help out whilst at university. What some parents don’t realise is that whilst their children are 
still minors, any interest generated by their savings in excess of £100 will be taxable on the parent(s) if that is where 
the capital came from.

Children are entitled to a tax free personal allowance just like adults and so technically they can receive income of 
up to £10,600 in the current tax year without paying any tax. However, consider a higher rate tax paying parent who 
invests some money for their children:; if the interest earned exceeds £100 in a tax year they will suffer 40% tax on 
the interest.

So how do we overcome this? If the money is coming from the parents it is best to put this in some kind of ‘tax-free’ 
wrapper such as a junior ISA. For the current tax year a maximum of £4,080 can be put into such an account.

Alternatively it might be better for the funds to come from the grandparents, if they can afford this, as the income will 
then be taxed on the child regardless of the level of income generated. This means use of the personal allowance 
can be maximised.

Do also make sure that you ask the bank for form R85 if appropriate. This is a request to the bank to pay the interest 
gross, with no tax deducted at source, if the interest will not be taxable. This saves you having to reclaim any 
amounts from HMRC at the end of each tax year.
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ARE YOU INCORRECTLY PAYING TAX ON REIMBURSED EXPENSES?

Current position

Employers are currently required to report any expenses reimbursed to an employee or director on a form P11D as a 
taxable benefit in kind. If the expenses are purely business related however, the employee can make a “section 336 
expense claim” to HMRC, to ensure that the employee is not then taxed on the reimbursed expenses.

Alternatively, the employer can get a dispensation from HMRC to avoid having to report such reimbursed expenses, 
which then also removes the need for the employee to make a section 336 claim.

Future position

However, in either case, the process is long winded and time consuming and HMRC have recognised this. Therefore, 
dispensations will be abolished from April 2016; along with the need to report reimbursed business expenses on 
P11Ds. Businesses may need to improve employee expense claim proformas though as the exemption will only 
apply if the employee confirms that all reimbursements are for business expense payments only.



Back to the current rules

But what do employers and employees need to be doing now, whilst the old regime still applies?

The employer will complete forms P11D for their employees and, unless a dispensation is place, will need to include 
any reimbursed expenses paid to the employee. At the same time, the employer would normally prepare a section 
336 claim for the employee to sign, which can be posted to HMRC along with the corresponding P11D.

Postal delays

However, as with all other correspondence being sent to HMRC, HMRC are experiencing long delays with processing 
their post which is causing issues with section 336 expense claims. Some have still not been processed even 
though the submission deadline was 6 July 2015. The consequence of this delay is that some employees are being 
taxed through their PAYE code on reimbursed expenses as if they are a taxable benefit in kind. In some cases, this 
can cause a lot of tax to be incorrectly deducted from employees’ pay.

Action

We therefore recommend that you warn your employees of this and ask them to check their coding notices 
carefully. If any coding errors are found, the employee should call HMRC on the Employee Helpline (0300 200 
3300) and advise them of the error. The employee will need to explain that the expenses reported on their P11D are 
business expenses only, covered by a section 336 claim, which has yet to be processed, and ask that the amount 
is immediately removed from their tax code.
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EMPLOYEE SHARE SCHEMES – DIGITAL DIFFICULTIES

Employers now need to file certain information, on line, about any shares given to employees in the tax year, whether 
under a share scheme or otherwise, with the first returns needing to be filed in this way for the year ended 5 April 
2015 by 6 July 2015.

However, there have been some teething issues with this move towards digital filing and HMRC have now confirmed 
that they have not been able to capture all the information submitted online. The filing deadline also had to be 
extended due to other system errors. 

There could therefore be an issue with any submissions made before 20 July 2015. If HMRC need the information 
to be resubmitted, they will issue a letter to the company secretary, confirming this. Disappointingly, copies are not 
being issued to the registered agent and so if any such letters are received and your agent completed your form, the 
letter should be passed to them for information.

Where resubmission is needed, it will be necessary to re-enter the information and complete the submission process 
again. 

We have been reassured that HMRC have noted the original date of submission, and that no late filing penalties 
will be issued in these circumstances, although there is a requirement to complete the resubmission by 31 January 
2016.

Looking forward to 2015/16, given the difficulties encountered with online filing and registering, it will be desirable 
to register new schemes as soon as possible, once they have been identified.

If you would like any help with your submission, please contact Helen Cross at helen.cross@albertgoodman.co.uk
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HMRC’S LANDLORD CAMPAIGN NETS £50 MILLION

HMRC has announced that a campaign aimed at helping residential landlords get their tax affairs in order has 
brought in more than £50 million making it one of their most successful voluntary disclosure opportunities.

As a result of the Let Property Campaign, which HMRC launched in September 2013, more than 10,000 landlords 
have come forward to disclose tax on previously undeclared income.

Caroline Addison, Head of Campaigns at HMRC, said:

‘The Let Property Campaign bringing in more than £50 million is further proof that our campaigns approach works. 
HMRC’s 20 campaigns have now together generated over £1 billion across a variety of sectors.

Throughout the Let Property Campaign, HMRC has written to over 80,000 landlords and over 50,000 customers 
have used the campaign’s online educational products.’

Please contact us if you would like advice on this area.
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IDENTITY THEFT - ICO GUIDANCE

Following the data security incident at TalkTalk with customer details being ‘hacked’ and many customers remaining 
unsure if they have been affected, an ICO spokesperson stated:

‘Any time personal data is lost there can be a risk of identity theft. There are measures you can take to guard against 
identity theft, for instance being vigilant around items on your credit card statements or checking your credit ratings. 
There are tips and information about identity theft available on our website.’

Please follow the link to the ICO guidance on identity theft.

Internet link: ICO news
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‘STATE PENSION TOP UP’ SCHEME

A new scheme is being launched offering anyone reaching State Pension age before 6 April 2016 a chance to 
increase their State Pension by up to £25 a week.

People are eligible if they are entitled to a UK State Pension and have already reached their State Pension age or 
reach it before 6 April 2016. This includes men born before 6 April 1951 and women born before 6 April 1953.

The scheme will remain open for 18 months and those who think they can benefit will be able to buy additional 
State Pension, worth up to £1,300 a year. In most cases, surviving spouses and civil partners will be able to inherit 
at least 50% of the extra pension.

Anyone who thinks they might benefit should seek advice and can use the online calculator to help them find out 
more. More information on State Pension top up and how to apply is available at www.gov.uk/statepensiontopup
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WORKPLACE PENSIONS - DON’T IGNORE IT

The Department of Work and Pensions and the Pensions Regulator have launched a new advertising campaign 
promoting auto enrolment which aims to change the country’s perception of pensions in the workplace.

https://ico.org.uk/for-the-public/identity-theft/
https://ico.org.uk/about-the-ico/news-and-events/news-and-blogs/2015/10/talktalk-data-security-incident/
https://www.gov.uk/statepensiontopup


Workie, ‘a striking physical embodiment of the workplace pension’, will be seen visiting people in different work 
environments over the coming months, asking them not to ignore him.

The advertisements come with a message, whilst automatic enrolment into workplace pensions has been rolling out 
across the UK since 2012, it is only now that 1.8 million small and micro employers need to act. In a phased process 
over the next three years, every employer will have to enrol their eligible staff into a pension scheme, by reference 
to their staging date.

If you would like help with pensions auto enrolment please get in touch.

Top of page

NMW OFFENDERS NAMED AND SHAMED

Over 100 employers who have failed to pay their workers the National Minimum Wage (NMW) have been named 
and shamed.

Between them, the 113 employers owed workers over £387,000 in arrears, and span sectors including hairdressing, 
retail, education, catering and social care. The cases named were thoroughly investigated by HMRC.

Since the scheme was introduced in October 2013, 398 employers have been named and shamed, with total arrears 
of over £1,179,000 and total penalties of over £511,000.

On 1 October 2015, the main rate of the NMW rose to £6.70 per hour.

Acas online offers advice to both businesses and employees that have any questions about the NMW.

For help with payroll issues contact us.
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