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Hopes for holiday lets just
castles in the air

Tax reforms have not been kind to owners of furnished holiday
property in recent years. Tax relief for losses was restricted in 2011,
and the qualifying conditions for the remaining income tax and
capital gains tax (CGT) benefits were tightened up in 2012.

has dashed hopes af most furnished holiday homes

Now an Upper Trinunal (Tax and Chancery) deas
qualifying for mhertance tax (MT) business propeety redief (BPA). The dedsion n HIA fevenue & Customs v
Parprson overtiams the 2011 Frst-tier Tax Tribunal decsmon

HMRC previously accopted that BPR was normaly available where lettings weee short tem and the awner,
of ther agent, was substantialy rvaived with the provision of endce<. But ths changed 10 3 sincte
sernces rather than who

nterpretation a few years ago, with the emphass an 1he leved and type ¢

minimal services being provided - so wrtualy 2 furnished holiday homes would have gualified In this issue:

BPR s avarlable in respect of a property business, but not where It consists whotly or mainly of making Two steps forward for business - and
or holding investirents. The Upper Tribunal cecided that where the prinopal business actraty smoives one step back
occupatan of land, then the starting point must be that the business s mainly

derving income from 1
one of irwestment. Daly at the upper end of the spectrum of possible kttng busnesses wil the extent of Which way for the state pension?
services provided be more sgndicant than the investment aspect

'Employee shareholder’ status to go
The peoperty in QUESTION K1 the Pawson Case was a typical holday i1 it was fully furreshed ang let for ahead
¥ 002 OF twO weeks at a time. But the services provided ~ st Ceaning between lettings

King veesiceny
and a gardenar — were fewer than those offered by mast holiday lettings. Despite this, the decsion 6 fkely 1, acking down missing homes
ta mean that very finw halday lettings naw guaify for BPR
PAYE reporting - Real Time easing

The question &, st what level of service is required 10 override the assumption that holiday letting < ~

1 irwestrnsnt business? HVMRC cumantly accepts that 3 bed and treakiast o5 shime 3 hotet g N
an irvestment business? HVRC cumently accepts that 3 bed and breakdast astablishment ar & hote All change at HM Revenue & Customs
wil usualy qualify for rekef on the bass of the level of services provded, but = there really that much
difference? Some holiday lettings provide a breskfast sService, and in & hotel 1his mght be just on a set-
service basis, For now, Powever, it bad news for owness of hoiday eetings
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Two steps forward for business — and one

step back

The Chancellor insists that “Britain is open for business,” and his March 2013 Budget contained two

measures that will be of interest to businesses larg

e and small - even though you

will have to wait

for them to take effect. But now a measure in last year's Budget has just started to bite.

Qre of the items of good news i the introduction of a unified ate of
corporation tax, For the current financial year, the small profits rate s 20%

The deosian 3s 10 whether or not 1o incorporate wil depend on the level
of prafits, and haw thase prafits are withdrawn after ncorporation. With a

and the main rate & 23%, while profits betwsen £300,000 and £1 5 mition  prafit kvl of £40,000, a sell-employed person weudd hive a total tax sl

suffer an effectve margingl rate of 23.75%. Next yaar, the main
rate wibl come down 1o 21% and e marginal rate wil be
21.25%, vefore the sngle unified 20% rate appies
from 1 Agnl 2015, This i quite a deop from the top

margnal rate of 32.75% that was charged just a
few years ago.

The second bt of good news will partcularky
benefit smaler businesses. This is the
announcement of an anrual £2,000
emplayment alknvance which, from Aped
2014, ol busiresses will be able to set off
a0a3inst thar national insurance comtnbutions

(AICs) bil. At current rates, a business will be able

10 emplay four workers on the mnrmum wage
without any NICS cost

Wil the glowance chane the “salary versus dividend”

decsion for owne-managed companes, which aumently is heavly

skewnd in favour of dividends? It does narrow the diference, but dwdends
$1il win out - although the Gfference will completely vansh for those over
state person age who do not pay amployee NICs

NICs bit of a latle more than £9,000. The tif would currently
ba st over £10,000 If the busness was incomnmorated,
with £25.000 withcrawn as salery, The £2,000
employment alowance thivefare reverses the
ouicome.

And then comes the bad news. Of more
immediate concern for entrepreneurs s the
limit that now appies to setting off loss relef
arvd gatting a tax deduction for inan nterest
The limit = et at the higher of £50,000
ar 25% of ncome. It may be possibie 1o

restrict the impact of the limit far Joss relef

by dachaiming capital alowances, and ary

pestricted doss can st be carned formard againat
futuee profits

But the lenit will have more sencus implications whese
a resincts the deduction of loan nterest, because the tax
denefit of arry restricted interest will be permanently last. This might be a
continuing probkenn, and could mean that indwdual boreoawvers will need

1o restructure their finances as 3 matter of rgency Mease contact us If you

thirk you may be affecied

Which way for the state pension?

The state pension system is the subject of some radical reforms, with the current two-tier state
pension being replaced with a new single-tier pension that is higher than the current basic state
pension. The current system is made up of two elements.

The basic state pension (BSP) s nomally pad
from the date when you reach state person age
(SPA), which varies acconiing 10 your sex and
date of brth, You currently need 30 qualifying
years' worth of national insurance contributons
{NICs} in order 1o quakfy for the full BSP which
far 201214 is set at £110.15 a weck for a sngle
persan. You can defer the start date 10 recene o
higher pension or & taxable Lump sum

The state second pension (52P) is related to
Your actusl or deemed earnings and provides

4 top-up ta the BSP. S2P vees the successor

of the state eamings refated pension scheme
(SERPS). Set-employed people do not qualfy
for $2° and i the past many emplayees have
been contracted out of S2ASERPS through their
membership of vancus occupational or persanal

The new sngke-tier pansan wit be imroduced
fromn 6 Apnil 2018 - one yoaur earier than
originaly anncunced. You will recene the ney
single-tier person if you reach your SPA on or
after the stant date. However, if you reach your
SPA before then, your pension wil be pad under
the masting rudes and you will continue 0 recene
the BSP and, i you qualify, SZP/SERPS

The amaurt of the srgle-hor state perman wil
be decided shortly before it is introdoced and

1t will be s aboren the leved for means-tested
support (£145.40 & week in 2013/14). To qually
for the full Sngle-tier state persion you wil need
35 qualifying years' warth of NICs. It wall stif

be passinle to defer startng to receive the new
single-tier pension, but you will only be able to
€3I extra pension, Not a imp sum

# you wil reach your S84 afver the start of the
sngleter pansian, your natonal insurance
records under the oid sypstern wil be trarslated
N0 3 sirple single-ther SSartng amount, kKNown
& ‘the feundation amount " f you hawe 3
foundaton amount kess than the full level of the
srgle-tier pansion, you will be abie to buld up
entitiement ta the ful level. § your foundabon
arnount Is mane, you will recene the foundeton
amaunt, inflation adusted, but not accrue any
further state persinn under tha nies systom

The sboktian of the S2P will bring an end

10 conracting out. If you are & member of

& Contracted-out salary-related ocoupationsd
pensian schema, you wik pay the full rase of NICs
once the single-tier persion & introduced,



mmmwnmmmwmm-mmwmm
uumhmmmwmdmumm-mm.mwum. no stamp duties will be

payable when buying shares listed on the AIM (the rate is

currently 0.5%). The Government is also consulting on permitting the

Inclusion of AIM shares within stocks and shares ISAs for the first time, possibly from 2014/15, However, various other tax relisfs

are available where AIM shares qualify under the enterprise investment scheme or soed

be lost on such investments made through an ISA.

enterprise Investment scheme, and these may

‘Employee shareholder’ status to go ahead

A controversial new employment status, ‘employee shareholder’, will now become law after the
House of Lords accepted final concessions.

The idea s to encourage employes share
awnership under a ‘nghts for shares' schame
wherety thode adapbng the new status receve
1d. achvariaged shares in exchange for guing
up Certan employment rights. An employes
sharuholder wil be Slotted or axued with at
least £2,000 worth of shares i ther erployer's
compary. The shares wil farm the consideration
elemant of the agreement

Tha first £2,000 warth of shares is frae of

tax and naticoal Insurance (ontributions
Corporation tax relief i5 avallabbe for the cost of
1he shaves issued under the agreement. Any gain
an the dsposal of up 10 £50,000 of employes
shereholder shares &5 exempt from casital gains
.

The tax advantages am subject to meeting a
rumber of canditions and theen are vanous ant-
avordance Messures 1o prevent explataton

The shares come &t & pece, Thase who adopt
the new employee shareholder status are
requind 10 forfeit certain employment nghts

m exchange for the shires, This has proved

to be a controversal propasal For example,

an emplayee shareholder can be unfairly
dismissed (except where the dismissal would be

sutomatcally unfar. such as for whisthe-biowng)

and alvo does not have the nght to

W reguest time off for training;
W request flexible working:
W receive a redundancy payment,

In addtion, an employes shareholgder must gue
16 weeks” notice, rather than the usual eight
waeks, of ther intention to return to work early
attor maternity or addtional patemiy leave.

As announced in the 2013 Budgel, the intended
$181 date for the new employee stanus is

R

?

1 Septemiber 2013, This is, however, dependent
on the necessary legislation making it 10 the
statite books

Tracking down missing homes

The latest ‘anti-avoidance’ campaign is aimed at people who have undeclared capital gains from
disposals of residential property, either in the UK or abroad.

Such & gamn could have arsen on a holiday home,
a property that has been rented out, of even
amain horne that has been sokd without ful
pnvate esidence reiel. Anyorw who decides to
take advantage of this campaign must nform
HVRC of thesr intentian 1o make 3 dsdosune by
9 August 2013, and make the disclosure sed by
6 September 2013 - which in aso the deadline
far paying the outstanding tae

The: campaign 5 pomarlly amed at thase gars
made in the perod betwoen & April 2007 and

S Apeil 2012, Mare recent gars shoud be
disclased as normal under self-assessment. But
earker gars af up to 20 years old are dischosable
IF they weere not declired dekberately.

Howeser, there & 8 catch. HMRC must ako be
Infarmed of any other undedared income or

gans, iInchuding érry incame from the propernty
In questicn. These may be interest and penalties
payabile, and the ampaign does nat affer ary
specal penalty mitigasion

After & Saptember 2013, HMRC will use the
nilormatian it holds on property ssles to dentify
peaple who have rot pad the corest amount
of capital gairs tax, The penalties wil be highar
than they wauld have been under voluntary
discicsure.

Affluent Compll, Team widk alm
HMRC has been expancing it5 Affluent
Compliance Team, the et dedicased to ensuring
that bester-off people meet theer tax cbigations
The team started work in 2011, and has so far
Brought in an impressive amount of additional
1ax. The anginal target group of tacpayers

consisted of Indwdusls who pay the 10p rate of
TROme tax and have wealth of botween

£2.5 mibion and £20 millon. The kaveor wealth
Nt has now been brought down 1o £1 millen

Asgn of HMRCS ncreasingly pro-actwe
approach ta tax avondance s the pee-emptive
strike agarat oy partkular svoidance scheme,
Letters wene sent to people who had ggned up
far the scheme even thaugh no legal challenge
had yet been made against 1, which & the
neerral approach

People who receme these lettors have the choice
af puling out of the scheme ar baing treated by
HMRC a5 a higher nisk custorner and having their
tax affairs mare cosely montered in the fusure
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PAYE reporting — Real Time easing

Real Time Information (RTI) reporting is now a fact of life for most employers, but a recent
relaxation of reporting requirements might help some small businesses struggling with the
increased frequency of PAYE filings.

Be warned that thes 15 not a withdrawal of the
reparting requitements, and repoctng @ real time
15 sl required from the Nirst payday on or after

& Apnl 2013

The rédaxaton applies fo b wah e
than 50 employees and it can ooly be used

untll 5 October 2043, Such businesses wil be
permitted to file on 3 monthly bass, even if thee
employees are pakd mome freguently (such as
weekly or fortnghtly).

Infarmation must be sent to HMAC by the s
payday in the month, but no bser than the end

af the tax manth (3 tax manth always ands on ‘
the 5th of & caendar manth). |

HMRC has said that it will contmue 10 work with
employer repeasentatves to assess the Impact
af BTl an smaller busnesses and wil consider
whether theee is scope for further mprovements.

But you should assume that the fall reporting
raquirements will spply from 6 Ocober 2013,
Smal busnesses are advrsed to use the extra time
10 adapt therr processes and ensure that they can
report their PAYE position each tine empiopees
are pad

YJ/
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‘

All change at HM Revenue & Customs

HMRC is in the process of making several changes that might affect you. Most controversially, it is
planning to close all of its 281 enquiry centres next year.

Tha am 15 to provide a more modem and accesshie sendace by hawng HMAC 5 moving Its anline content ta the newly created domain goreuk

addibonal tax experts n A3 call contres, as wel as offering hame wsits a0 part of the Govarmmaent’s Initiathve 1o create just ene website doc most
government departments and agenoies. The aim 15 to mow everything over

The number of visaors to the centres hias halved In racent years, which is by 2014, The Directgor and Busirwess Link websites already redinect to the

not surpraing given the range of online seneces introduced over the same new doman

penod. However, with the changes currently baing introduced into the tax

systern - such as Universal Cradit ~ the trming has been crtosed. A five- Remember also that HVRC now has just one bank account for emplopers,

month piot wikl be sun n northeast England 1o test the now serices and it na kanger uses the Shipkey account You should have recesed

nicemation about this change so that you are ready for 2013114

paying electronscaly. Submit 5
contractoes’ manthly return

22(’»\Y5N)C ad CIS
deductans paid

dlecroncaly should have clasred

amend CTEDD far year anding
24 months previoushy

Anrnual corporation tax due far | Ale accounts with Companes (P5A) with HMRC Second 5% penaty impased
companies with yoar ending House for preate companies with Deadine o employerns 1o on tax stk unpaid for
nine montts 3nd a cay previously, | year ending nine months make returms of expecses and | 2011412
©g. tax tue 1 july 2013 for year | previousty and for publc Denefits (forms P11D, PSO and Deaddine to notity HMAC of
ending 30 Septermbar 2012 comparves with year endng sk | 211D for 2012413 to HMRC intention 1o make a declosune
1 fu:me"y nstalment of manths previoishy And pronddde copies 1o employess. | under the property sales
OrPOrAtIoN 1ax due foe i the aue date far payment Due date for CT61 stum ampag (PSC) lar resdential
large companies {deperding on | fails an a weekend ar bank 1 4‘0, quans to 30 june 2013 | property sales an which CGT
accounting year end) holiday payment must he underpaid,
1972 PEnc and s made by the previous working | 9 9 formem i et daims
deductons for pencd |y For 201314 | seprEmeer 2013 |
erding Sth of the manth if nat

MAY 2013

1

charged if forrs are late

ingo HMRC bank account 3 1 ::“:Ld;g::;f 20213 Penalty of 5% of the tax due National minkmum wage rates
30/ 3 Sutimit CTH00 for X e of £300, whichever is the goup

year endng JULY 2013 grester, where the 201112 1 Due date for CT61 return
12 manths previoushy Last day to resurn has nat been filed ¥or quarer 10

Bue date for second sel- 6 Deactine 1o submit &
assessment payrmant an account msdosue @ Make payment
File 2012/13 arual PAYE | for 201213 under thy P5C

return coling. Penatties sw

AUGUST 2013 OCTOBER 2013

Last date to agree & 201213
PAYE Settlement Agreement

Sunmit employer forms P46 30 Septernber 2013
(car) for quarter 10 5 July 2013
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