
Welcome to this month’s eNews in which we take a closer look at how the increased SDLT rates 
on second residential properties might work from April 2016, as well the proposed challenge on 
company owners under the “transactions in security” legislation, which could see far more share 
deals being treated as income receipts rather than capital disposals.

We are now only a couple of weeks into the New Year, and Christmas already seems like a distant 
memory!  Self assessment season is now at its peak and if you have not already submitted your 
tax return, time is now running out and so if you do need help, please do get in touch soon!  

Please contact us if you would like any further guidance on any of the areas covered.
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STampiNg ON SECONd prOpErTiES

The attack on people owning more than one residential property (mainly landlords) continues under the proposal to 
increase stamp duty land tax (SDLT) by 3 per cent points on purchases of additional residential property from 1 
April 2016.  

The move will greatly increase the SDLT cost for owners of multiple residential properties, which will include main 
residences, buy to lets and furnished holiday lets.  For example, a second property purchase of £250K will cost 
£7.5K more in SDLT from 1 April 2016.  The move will not be limited to individuals, as originally thought, and will 
include all purchases made by companies and other entities.

The rules are expected to be complex and a consultation is now open until 1 February 2016.

Basic charge - at the end of the day

The test focusses on what properties you own at the end of the day of acquiring any residential property.

When you buy a residential property from 1 April 2016 (or complete a deal where contracts were exchanged after 
25 November 2015), if you own more than one residential property at the end of that day, the higher charges will 
apply unless you are replacing your main residence (based on quality of occupation) that you have disposed of, or 
will dispose of within an 18 month period.

Example

John owns one residential property which he lives in as a main residence and buys a buy to let property.  John now 
has two residential properties and has to pay SDLT at the higher rates on the buy to let as he has not replaced his 
main residence.

Joint ownership

In a particularly harsh move, it is currently proposed that the higher rates will apply to the whole transaction value 
where even just one of the owners has an interest in more than one residential property.  This may discourage parents 
from helping their children onto the property ladder, or may mean having to look at restructuring the purchase and 
lending the funds for the child to buy in his own name instead. 

Exemption

It was originally proposed that companies owning more than 15 properties would be exempt from the higher charges 
but it is now suggested that the exemption should also apply to individual property owners.  However, instead of the 
starting point being already owning 15 properties, the exemption is proposed to apply only to purchases of 15 or 
more properties in the same transaction, which is likely to greatly reduce the impact of the exemption.

multiple dwellings relief (mdr)

Purchasers of multiple residential properties can claim MDR which seeks to apply an SDLT rate to an averaged 
property price where a number of residential properties are acquired at the same time.  This is currently a very useful 
tax saving tool but the higher rates may mean that it will be more beneficial to treat the transaction as a commercial 
deal instead, wherever possible, reducing the savings available considerably.

reduced time limits

Finally, the current time limit for completing an SDLT return and paying any SDLT is within 30 days of the transaction.  
It is proposed that this time limit will be reduced to only 14 days, which will make establishing the correct rate of 
SDLT early on in the deal paramount.

Conclusion

The changes are just a few of the many measures being introduced to attack landlords in the name of supporting 
first time buyers and if you are looking to buy residential property, it may be worthwhile doing so before the rule 
changes come in.
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COmpaNy diSTriBuTiONS – iNCOmE Or CapiTal?

Background

For many years now, it has been cheaper for company owners to try and convert built up company profits into 
capital and the government expect this perceived abuse to only get worse once dividend tax rates increase for the 
majority of company owners from April 2016. 

A consultation has been released to look at the four main areas of perceived abuse:

 � Sales of companies with retained profits to a new owner where the seller could have taken the built up profits 
out as a dividend beforehand instead;

 � Distributions on a winding up where the company has retained cash reserves in excess of the company’s 
business needs (often called ‘money boxing’);

 � Certain repayments of share capital and premiums; and

 � Share buy backs by a company.

Treating receipts as capital often saves significant amounts of tax, particularly where entrepreneur’s relief on capital 
receipts is available at 10%, rather than taxing reserves as dividend income, at rates of up to 38.1% from April.

The outcome of the consultation will apply from 6 April 2016 and will need to be considered whenever individual 
shareholders wish to extract capital from a company, for example, under a Members’ Voluntary Liquidation (“MVL”), 
or on a disposal to a third party, and business owners may need to consider bringing transaction dates forward if 
at all possible. 

details 

Changes will be made to the wording currently included in the “transaction in security” legislation, as well as a 
Targeted Anti-Avoidance Rule (“TAAR”) being introduced on distributions from a winding up.  It is also expected to 
apply to Special Purpose Vehicle (“SPV”) companies where a company undertakes a single contract or project, with 
the SPV entering MVL following completion of that particular deal. This could impact on companies active in the 
property development sector, for example. 

action required

The proposed changes are likely to have a major impact on how shareholders extract cash/profits from their 
companies.

In the short term, certain companies may need to proceed into MVL with a view to shareholders receiving capital 
distributions no later than 5 April 2016. 

From 6 April 2016, the question as to whether shareholders will benefit from CGT treatment on a MVL, buy back of 
own shares, or a disposal to a third party will be more complex and it will be necessary for director shareholders to 
take advice on how they can put themselves in the best position to pay tax at CGT rates and avoid income tax at 
up to 38.1% when their company reaches the end of its useful life.
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dividENd allOwaNCE aNd raTES Of Tax

As a reminder to how the new dividend rules will apply from April, dividends paid from companies will no longer be 
grossed up by a notional tax credit and, instead, the dividend paid will be the amount that is taxed, but at the new 
dividend tax rates.

The rates of income tax on dividends will be:

 � 7.5% for dividend income within the basic rate band (ordinary rate)

 � 32.5% for dividend income within the higher rate band (upper rate)



 � 38.1% for dividend income within the additional rate band (additional rate)

There will also be a new Dividend Allowance of £5,000 where the tax rate will be 0% - the dividend nil rate. The 
Dividend Allowance applies to the first £5,000 of an individual’s taxable dividend income and is in addition to the 
personal allowance, although is really another tax band, rather than an additional allowance.

Where an individual receives dividend income, from UK or non-UK resident companies, that would otherwise be 
chargeable at the dividend ordinary, upper or additional rate, and the income is less than or equal to £5,000, the 
dividend nil rate will apply to all of the dividend income.  This is expected to apply to most savers and small investors.

Where the dividend income is above £5,000, the lowest part of the dividend income will be chargeable at 0%, and 
anything received above £5,000 is taxed at the rate that would apply to that amount if the dividend nil rate did not 
exist.  This is expected to apply to most company owners.

In calculating the tax band into which any dividend income over the £5,000 allowance falls, dividend income is 
treated as the top slice.

Example

Patricia has a salary of £40,500 and dividend income of £7,000 in 2016/17. Her total income is therefore £47,500. 
The total of her personal allowance and basic rate band comes to £43,000. Therefore part of her dividend income 
would be taxed at the upper rate were it not for the operation of the new dividend nil rate.

So £5,000 of the £7,000 dividend will be taxed at 0% and £2,000 will be taxed at the upper rate of 32.5%

If you would like advice on how the new dividend rules will affect you, then please do get in touch. 
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flExiBlE iSaS

The new flexible ISA regulations will apply from 1 February 2016, increasing the flexibility and choice available to ISA 
savers, and support those saving for a deposit on their first home in a Help to Buy “(H2B) ISA.

The regulations will provide for the terms and conditions of an account (“flexible account”) to allow a saver to 
replace cash they have withdrawn from their ISA earlier in the tax year, without this replacement (“replacement 
subscription”) counting towards the annual ISA subscription limit (currently £15,240). Savers will also be able to 
replace cash withdrawn from a previous year’s ISA savings in the account from which it was withdrawn, without 
breaching the condition on the number of accounts an individual can subscribe to in a tax year.

The changes will also provide for cases where a saver has closed a H2B: ISA and withdrawn their savings with a 
view to a home purchase, but the intended purchase does not go ahead. Subject to certain conditions, a saver will 
be able to replace their savings in an ISA without this counting towards the ISA subscription limit, or breaching the 
condition on the number of accounts an individual can subscribe to in a tax year.

The changes will not apply to Junior ISA accounts, which generally do not permit withdrawals to be made until the 
account matures.

Despite the changes, it will be interesting to see if ISAs decline in popularity from April when basic rate taxpayers will 
be able to receive up to £1,000 in interest tax free anyway (equating to savings of between £30 - £70K), and higher 
rate tax payers up to £500, but they should remain an important tool for some.
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NaTiONal liviNg wagE - EmplOyErS adviSEd TO gET rEady

The Department for Business, Innovation and Skills (BIS) is advising employers to begin preparing for the introduction 
of the National Living Wage (NLW) which comes into effect from 1 April 2016. The rate is £7.20 an hour and applies 
to employees aged 25 and over.

Businesses are being advised to prepare early for the changes and to make sure they follow these 4 simple steps:

 � know the correct rate of pay - £7.20 per hour for staff aged 25 and over

 � find out which staff are eligible for the new rate

 � update the company payroll in time for 1 April 2016

 � communicate the changes to staff as soon as possible.

The changes are expected to place further burden on employers when they are already struggling with the additional 
cost of auto enrolment and increased work/life balance pressures from staff.  To help, businesses could consider, 
for example:

 � Reducing staff numbers;

 � Improving efficiencies;

 � Increasing sale prices; or

 � Reviewing other business costs.

Whilst the concept of a living wage is a great idea, a national average might not be appropriate as costs of living 
vary throughout the country.  This measure is likely to cause great concern in sectors already hard hit by slim profit 
margins, such as in farming and the care sector and if you would like to discuss how this might affect your business, 
please do get in touch.
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SCOTTiSh BudgET - iNCOmE Tax aNd lBTT

 � income tax

The Scottish Government set out tax and financial plans for the future in their draft Budget on 16 December 2015, 
confirming that the Scottish Rate of Income Tax (SRIT) would be set at 10p in the pound for 2016/17. The effect of 
this is to ensure that Scottish Taxpayers will pay tax at the same rates as their counterparts in the rest of the UK, at 
20%, 40% and 45%.

Income tax bands for the basic and higher rates remain the same in Scotland as in the rest of the UK.

The Scotland Act 2012 granted the Scottish Parliament landmark new powers to set a separate annual rate of 
income tax for Scottish taxpayers. The Scottish rate of income tax (SRIT) comes into effect in April 2016 and 
represents a fundamental change to the UK tax system, albeit the tax rates will remain the same.

 � land and Buildings Transaction Tax

As well as paving the way for the changes to income tax outlined above, the Scotland Act 2012 also resulted in the 
introduction of Land and Buildings Transaction Tax (LBTT) in Scotland from 1 April 2015. This replaces Stamp Duty 
Land Tax which applies in the rest of the UK. The draft Budget proposes changes to LBTT with the introduction 
of a LBTT supplement on purchases of additional residential properties, such as buy-to-let properties and second 
homes. This supplement will be 3 percentage points of the total price of the property for all relevant transactions 
and will be levied in addition to the current LBTT rates, which will be similar to the rules changes in the rest of the 
UK, as set out Stamping on second properties.

The Scotland Bill 2015 proposes the further devolution of additional tax and spending powers to the Scottish 
Parliament. The Scotland Bill 2015 is still subject to consideration and amendment by the UK Parliament.
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SElf aSSESSmENT dEadliNE apprOaChiNg

HMRC have reported that 2,044 of us filed our tax returns whilst waiting for the turkey to cook on Christmas Day, an 
increase of 13% on last year, which was itself an increase of 13% on the prior year.

5,402 dealt with our returns on Boxing Day and a record number of 24,546 dealt with it on New Year’s Eve, with 
11,467 filing post hangover on New Year’s Day.

These numbers support what we are finding in that more and more individuals are leaving their tax returns to deal 
with later and later in the year, a behavior which does not bode well for having to file information four times a year 
under the proposed digital changes.

The deadline for sending 2014/15 tax returns to HMRC, and paying any tax owed, is 31 January 2016. Please 
contact us if you need help with your self assessment return – but please don’t leave it too late!
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Tax hElpliNE fOr ThOSE affECTEd By SEvErE wEaThEr aNd flOOdiNg

HMRC have set up a helpline (number is 0800 904 7900) to enable anyone affected to get practical help and advice 
on a wide range of tax problems they may be facing. HMRC will also:

 � agree instalment arrangements where taxpayers are unable to pay as a result of the floods

 � agree a practical approach when individuals and businesses have lost vital records in the floods

 � suspend debt collection proceedings for those affected by the floods

 � cancel penalties when the taxpayer has missed statutory deadlines.

Internet link: GOV.UK news
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plaNNiNg ahEad 

You’ve now completed your 2014/15 tax return and think you are clear for another 12 months.  But before you sit 
back and relax, now’s the time to think about tax planning to reduce either your current or future years’ tax liabilities.

The tax planning landscape continued to evolve during 2015 with HMRC winning a number of high profile cases 
involving marketed tax avoidance schemes, and many other tax planning measures being closed down in the 
Finance Acts pre and post General Election.

While the debate about what constitutes “acceptable” and “unacceptable” tax avoidance continues, it shouldn’t 
be forgotten that many relatively straightforward and uncontroversial opportunities remain for individuals and 
businesses to achieve significant reductions in their tax liabilities.

Some of these methods are specifically time critical to 6 April 2016. Income tax on all dividends increases by 7.5% 
on that date so shareholders may wish to consider taking an additional dividend from their companies before then. 
Directors, employees and the self-employed should consider making additional pension contributions before 6 
April, benefitting from relief at effective rates of up to 60%, using any unused Annual Allowance from the 2012/13 
tax year (which will be otherwise lost on 6 April) and avoiding the new pension contribution restrictions which will 
affect high earners from 6 April.

Many long-standing tax reliefs, allowances and exemptions work on a “use it or lose it” basis. Investors and savers 
may wish to ensure they use their capital gains tax annual exemption (£11,100) for 2015/16, or maximise their ISA 
contributions tax year (£15,240).  Those owning property worth in excess of the inheritance tax threshold (£325,000 
or £650,000 for a married couple) may wish to make gifts to family members to make use of the £3,000 annual 

https://www.gov.uk/government/news/tax-helpline-available-to-support-people-affected-by-severe-weather-and-flooding


exemption and £250 small gifts exemption.   

Businesses investing in capital equipment will already be aware that the Annual Investment Allowance reduced from 
£500,000 to £200,000 on 1 January and those with accounting periods straddling the date of change should take 
advice on their AIA entitlement for the current period, and the timing of capital spend.

The key message is that these relatively simple ideas can save significant amounts of personal or corporation tax.  
And you shouldn’t have to take your case to the Supreme Court to secure the tax saving!  
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