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Welcome from the editor
Private Client Briefing Autumn 2020

Welcome to the latest edition of our Private
Client Briefing, which summarises a number
of issues and opportunities for individuals,
families and trustees.

Whilst the Autumn Budget was cancelled, we do still expect
tax increases from next year, and this remains an ideal time
to give your finances and tax planning an ’autumn clean‘:
plan for Inheritance Tax and Capital Gains Tax in particular,
before any increases.

With the recently announced second lockdown for England
and the strict restrictions in Scotland, Wales and Northern
Ireland, and indeed across Europe, the focus continues
to be on COVID-19 support. The Job Retention Scheme,
scheduled to end on 31 October, has been extended until
March 2021. The Self Employment Income Support Scheme
has also been extended and the maximum grants increased.
The latest updates to the COVID-19 package are available on
our website here.

All best wishes at this challenging time, from everyone at
haysmacintyre: we look forward to hearing from you, if we
can assist in any way.

In the meantime, we are fast approaching the end of 2020
and the end of the Brexit transition period, which will impact
us all as individuals and businesses. We are also alert to the
fast approaching Self-Assessment Tax Return deadline of 31
January 2021: given the continuing restrictions, please do
send your tax return information as soon as possible, if you
haven’t already done so.

Katharine Arthur
Partner, Head of Private Client
020 7969 5610
karthur@haysmacintyre.com
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Capital Gains Tax:
changes ahead?
The Office of Tax Simplification (OTS) has published its first report as part of the Capital Gains
Tax (CGT) review undertaken at the Chancellor’s request to ‘identify opportunities relating
to administrative and technical issues as well as areas where the present rules can distort
behaviour or do not meet their policy intent’.

The report’s key recommendations include:
•

Aligning CGT rates with Income Tax rates, with
allowance for inflationary gains and more flexible use
of capital losses

•

Charging business profits that are returns on personal
labour rather than capital investment to Income Tax
(including share options)

•

Reducing the annual exemption significantly, linking
real time reporting to taxpayers’ Personal Tax accounts

•

Requiring investment managers to report gains to
HMRC

•

Removing CGT uplift on death on Inheritance Tax (IHT)
exempt or relieved assets, or possibly on all assets

•

If the CGT uplift on death is abolished, rebase assets
to 2,000 values and extend holdover relief to some
non-business assets

•

Replacing Business Asset Disposal Relief (previously
Entrepreneurs’ Relief (ER)) with something more
focussed on retirement

•

Abolishing Investor’s Relief

If implemented, these recommendations would represent a
major re-write of the CGT regime, in some cases increasing
the effective tax rate from 10% to as high as 45%, with
business and second home owners among those likely to
be affected. The removal of the CGT uplift in base cost on
death may mean that both IHT and CGT would be due on
the same assets, held by an individual until death, and sold
by a beneficiary thereafter. All indicators point to this being
the ideal time to review your family’s finances and to plan
for CGT and IHT. Structuring business and family assets now
and engaging in succession planning may save tax in future
years.
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Share options and ER have been widely utilised by business
owners and entrepreneurs to achieve a tax effective outcome
for themselves and their key employees. Focused incentives
for entrepreneurs will be key to economic recovery in the
coming months and years.
Whilst the report states ‘this review is focused on individuals’
liabilities and does not cover trusts or the attribution of
offshore gains to UK resident individuals’, it may have a
significant impact on the tax rates for offshore trustees.
Please see James Walker’s summary overleaf for further
details.
Should the Chancellor adopt some or all of the
recommendations, an announcement could come as early as
the Spring 2021 Budget. This is the first of two reports by
the OTS: it is expected that the second will follow in early
2021 and will focus on technical and administrative issues.

Katharine Arthur
Partner, Head of Private Client
020 7969 5610
karthur@haysmacintyre.com
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Offshore Trusts – a ‘must
review’ before 72% CGT in 2021?
If you are a trustee of a non-UK resident trust (offshore trust) or a UK resident beneficiary of
such a trust, this five minute read may change your future.

Usually, changes to how the UK will tax offshore trusts and
the linked settlors or beneficiaries are well telegraphed (take
for example the changes in 2017). However, sometimes
subtle changes elsewhere have collateral damage.
The Office of Tax Simplification’s (OTS) recent CGT report is
hugely significant and could catch many offshore trustees
and beneficiaries unaware and unprepared.
Interestingly, the report states, “This review is focused
on individuals’ liabilities and does not cover trusts or the
attribution of offshore gains to UK resident individuals.”
This is very revealing as to the general understanding of
trusts and the interaction with the UK’s tax system because
by focusing on the tax liabilities of individuals, the OTS are
including not only UK resident trustees’ liabilities (otherwise
it would be making the system more complex), but also the
attribution of gains from offshore trusts – so that statement
simply is not correct.
The report is nicely written, but to be effective it will require
Rishi Sunak and his entire team to read the whole thing in
detail to absorb all the background before understanding the
recommendations, as reliance on a summary by someone
who has an agenda or is simply not invested enough could
misrepresent what it actually says. Take, for example, the
first recommendation:

The earlier detail in that section of the report makes it clear
that aligning the Capital Gains Tax (CGT) rates with Income
Tax rates could raise revenue for the exchequer, but that
it would also change behaviours to such a degree that the
actual possible increase would be materially reduced (which
begs the question why would the OTS say it could, when
they think it actually won’t).
With that in mind, let’s assume that the CGT rates are
aligned with Income Tax rates. This is not a given (based on
the OTS report). The effective top rate for the beneficiary
of an offshore trust on certain ‘capital payments’, ie simple
cash/asset appointments through to benefits (such as rentfree occupation or interest free loans), will increase from
32% to 72%. This is an absolute 40% increase, but it is a
relative 125% increase; a terrifying figure when you think
that a capital distribution of £100,000, which would currently
result in £68,000 available to the beneficiary, would only
result in £28,000 left to spend. This system likely feels more
like confiscation than taxation.

This will certainly have behavioural changes, namely
that trustees and beneficiaries will look towards ways to
mitigate this potential exposure by either:
•

Deferring capital payments or ‘stockpiled gains’
indefinitely

•

Encouraging beneficiaries to leave the UK for at least
five years

•

Making the most of the current rates by
appointments before the potential changes

•

Aiming to re-categorise capital gains as income (eg
investing in Non-Reporting Funds)

Given the possible political impact of a rate change to
the wider electorate, we would suggest that the trustees
and beneficiaries of non-UK resident trusts undertake
a review the current status of the trust with respect to
‘stockpiled gains’ (both realised and unrealised), as well
as beneficiary requirements for the short to medium term
and make plans that can be executed at short notice
as the rumour mill begins to reveal the Government’s
thinking over the coming months and into 2021. The
planning will need to be in place well before mid-March
2021 so that it can be executed in good time and at short
notice.
Most non-UK resident trusts have UK tax advisors, so
please start the conversation. However, for those who
don’t have a currently engaged advisor or would like
to change, we have a highly experienced team who
can help review the position at a high level and then,
if required, in more detail so conversations can be had
with some meaningful backup. Please contact your usual
haysmacintyre contact or, if you don’t already have one,
then please get in touch with James Walker, Stephanie
Parker or Kay Mind for an initial discussion.

James Walker
Private Client Partner
020 7969 5516
jwalker@haysmacintyre.com

Stephanie Parker
Trust Director
020 7969 5505
sparker@haysmacintyre.com

Kay Mind
Tax Director
020 7969 5613
kmind@haysmacintyre.com

“If the Government considers the simplification priority is to
reduce distortions to behaviour, it should either:
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•

consider more closely aligning Capital Gains Tax rates
with Income Tax rates, or

•

consider addressing boundary issues as between
Capital Gains Tax and Income Tax.”

5

haysmacintyre Private Client Briefing Autumn 2020

Less than 100 days to go…
Although the 31 October 2020 filing deadline for paper returns to be filed with HMRC
has passed, electronic returns are due for submission, together with any tax due by 31
January 2021. If returns are not submitted by this deadline, an automatic £100 fine for late
submission will be payable, with further penalties and interest potentially charged depending
on the length of delay for both submission and payment of your tax liabilities.

Brexit!
We are now less than two months away from the end of the Brexit transition period. So,
what does this mean for us when it comes to tax changes? The short answer is we just do
not know. This uncertainty, combined with COVID-19, has not been good for the markets,
and will undoubtedly impact us as individuals going forward. The Treasury will need to raise
funds urgently, and this will inevitably mean higher tax rates, and the probable withdrawal of
some existing reliefs and exemptions. Of course, the Government has to temper this with the
argument that lower taxes encourage economic growth, but most feel the Chancellor’s hands
are tied in this respect.

Those in business will have to deal with the changes to VAT
and Customs Duty. With no trade agreement in place, and
many easements still to be put in place, there is a huge
amount of legislation to be laid before parliament by 31
December, and businesses will have to get to grips with any
changes very quickly. For consumers, additional VAT and
import costs are very likely to push up the price of goods
and services from the EU.
In the absence of clarity, and with new paperwork and
systems being rushed into place, there have also been
warnings that the environment created is ripe for fraudsters,
and we urge you all to be extremely careful when dealing
with implementation of any new procedures; we are always
happy for you to check with us if you are unsure of any new
practices.
Employee mobility may also be considerably affected.
Currently individuals working cross-border within the EU can
pay social security contributions in only one state. In the
event of no agreement to keep those rules in place, those
costs may well rise for both individuals and the businesses
for whom they work.
Of course, immigration changes will also have to be taken
into account, which would at the very least make the
compliance process more expensive and would probably see
lower paid roles affected the most, where caps on numbers
and/or the rising administration costs make such mobility
unattractive.
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When considered alongside the recent changes to the
taxation of UK resident non-domicile individuals, the UK may
become less attractive to wealthy EU migrants, with the
consequential reduction in investment and job creation such
migrants usually bring.

To avoid the penalties and potential interest charges, we
recommend that you complete your personal tax return as
soon as possible to avoid the last minute rush. Some of the
advantages of submitting your tax return early include the
following:
•

It is a common misconception that upon the
submission of your tax return that any liability falls
due on the same date, however this is not the case.
As stated above, any liability will be due by 31 January
2021, therefore earlier submission allows for you to
budget ahead of future tax payments.

•

If you have overpaid tax for the year, HMRC will issue
the refund within 2-3 weeks of submission of your
return.

•

Under normal circumstances, HMRC will have 12
months from the date you submit your tax return to
open an enquiry and ask questions about its contents.

Duncan Cleary
Assistant Manager
020 7969 5513
dcleary@haysmacintyre.com

In conclusion, we need some clarity on the position going
forward to be able to plan effectively both as individuals and
businesses. It is likely any changes will be implemented with
very short, if any, notice, and will increase the administrative
costs as well as the actual tax cost. We will keep our clients
informed as soon as any changes are announced, please
keep a regular watch on our website for details. As ever,
your usual haysmacintyre contact will be available for any
queries you may have.

Trevor D’Sa
Partner
020 7396 4365
tdsa@haysmacintyre.com
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Enhanced Time to Pay (TTP)
arrangement for Self-Assessment
taxpayers
The Government is giving the self-employed and other Self-Assessment (SA) taxpayers more
time to pay Income Tax and CGT due on 31 January 2021. The payment(s) can be deferred
until 31 January 2022 and paid in monthly instalments. However, this is not an automatic
deferral (as was the case with the July 2020 second payment on account) and interest will be
charged at a rate of 2.6%pa on the deferred payments.

For tax payments of less than £30,000, a request must be
made online with HMRC and a monthly direct debit will need
to be set up. You will need to provide details of your overall
income and expenditure. The applications must be made
by taxpayers, via their own Government Gateway accounts.
The process to set up these accounts has been updated and
should now take less than 15 minutes. Please click here for a
step by step guide on how to set up a Government Gateway
account.
For amounts over £30,000, taxpayers must call HMRC
to agree a payment plan. The contact number is 0300
200 3822. You must have your 10 digit UTR or National
Insurance number when you make the call.
HMRC have recently updated their TTP guidance for
individuals which provides practical information on the
information you will require and an overview of some of the
questions HMRC may ask. The guidance can be found here.
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To be accepted on these plans, the following criteria must be
met:
•

No outstanding tax returns.

•

No other outstanding tax debts.

•

No other payment arrangements in place.

VAT deferral
The Government announced on 20 March that no VAT
liabilities need be paid for liabilities arising between 20
March 2020 and 30 June 2020. This was automatic and
originally announced that organisations would have until
31 March 2021 to pay off any accumulated liabilities. In the
Winter Economic Plan, the Chancellor announced the ‘new
payment scheme’: rather than paying a lump sum in full at
the end March 2021, organisations will be able to make 11
interest-free payments during the 2021-22 financial year.
This is not automatic, businesses will need to opt-in from
early 2021. This deferral is not mandatory, and organisations
can continue to pay their VAT liabilities if they wish.
TTP arrangements
HMRC guidance and advice is ever evolving, but the key
message is clear: if you are unable to settle a tax liability
on time, contact HMRC before the liability becomes due
for payment. Failure to do so will result in late payment
penalties.
Should you require a payment plan you can contact the
HMRC Payment Support Service (0300 200 3835) Monday to
Friday between 08:00 and 16:00.

Danielle Ford
Director
020 7969 5591
dford@haysmacintyre.com

Sharron Edwards
Manager
020 7969 5593
sedwards@haysmacintyre.com

Following the submission of your 2020 SA tax return, should
you require a TTP arrangement, please be aware that it
normally takes at least 48 hours for your SA return to be
uploaded onto your SA account. This will be required to set
up your TTP arrangement online. Due to the vast level of
tax return submissions expected on and around the online
filing deadline of 31 January 2021, we recommend for all
individuals to prepare and submit their 2020 tax returns and
arrange any TTP agreements before the end of December.
There is an advantage of taking early action: as long as you
keep to the TTP arrangement the late payment penalties will
be mitigated if you enter into a TTP arrangement before the
liabilities become due. Interest charges will still apply.
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Working from Home (WFH) tax
relief
At the start of the pandemic many employees were required to start working at home.
Employers can pay employees £6 per week (£26 per month for monthly paid employees) tax
free towards the increased costs due to working from home, for example gas and electricity
costs. Alternatively, employees can claim Income Tax relief for the increased costs.

If you are an employee and required to work from home,
you can claim Income Tax relief at your marginal rate of tax
on:
•

£6 a week from 6 April 2020 (for the 2019/20 tax year
the rate is £4 a week), if you are paid monthly £26 a
month from April 2020 (for the 2019/20 tax year the
rate is £18 per month). You do not need to keep a
record of the additional costs incurred

•

The exact amount of extra costs you’ve incurred
above the weekly amount. If you wish to claim over
and above the weekly rate, you are required to keep
all supporting documentation of the additional costs
incurred due to WFH. This can be an administrative
burden and HMRC may review claims in excess of the
weekly rate.

At the start of this tax year we were in lockdown; since
then offices have gradually started to reopen, but on 28
September 2020 the Government advised office workers who
can work effectively from home to do so. With the reopening
of offices, you may have been required to work from home
part-time whilst the remainder of your week was spent in the
office. We are aware from HMRC that even if you work from
home part-time, as long as you are required to work from
home and have incurred additional costs, you can still claim
Income Tax relief at the weekly/monthly rate.
Claims can be made on your SA tax return. If you do not
complete a SA return you can complete online through your
Government Gateway account or complete form P87.

Danielle Ford
Director
020 7969 5591
dford@haysmacintyre.com
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COVID-19 and WFH when your
‘home’ is outside the UK
A Double Tax Treaty (DTT) works to ensure that where two jurisdictions can tax the same
thing, the resulting tax position is ‘fair’. However, no DTT could have foreseen the impact of
COVID-19, and there can be some unexpected results for those who are required to work
from home (WFH) by their employer and decided to do so outside the UK.

For those who: work in the UK for a UK employer; have been
working from home (perhaps since March); or who have left
the UK for their second jurisdiction to work for an extended
period, it’s important to look carefully at their UK tax position
versus the second jurisdiction’s tax position to ensure they
are taxed correctly.
At first glance, it seems so simple. They work for a UK
employer which deducts UK Income Tax at source under
PAYE rules. However, when factoring in an extended period
abroad, the terms of the relevant DTT that would usually
avoid any cross border issues suddenly don’t help, meaning
there is a need to understand how the DTT applies to ensure
things are right first time and they don’t suffer unnecessary
tax, penalties and/or interest in both jurisdictions.
Take the simple example of Ms. Smith, originally from
Country Y (which has a DTT with the UK) but who has lived
in the UK for a few years working for City Ltd. In March
2020, she was told to work from home and she decided to
return to Country Y to carry out those duties, remaining
there since. As it’s now well past 5 October 2020, she has
been in Country Y for over 183 days in the 2020/21 tax year
and is now treated as a ‘resident’ in Country Y under their
own rules. She continues to satisfy the UK’s residence tests.
Despite being a resident in both the UK and Country Y
for 2020/21, she is still treated as a UK resident for the
purposes of the DTT. However, where the DTT would
normally result in her UK earnings being taxable only in
the UK, because she has been in Country Y for at least 183
days this special relief cannot apply and so she is taxable in
Country Y on the proportion of her earnings that relates to
the time she has worked in Country Y.

12

Assuming that COVID-19 becomes a thing of the past in
early December (fingers crossed!) and Ms. Smith returns to
the UK on 5 December 2020 to resume working in the UK,
Country Y would seek to tax 9/12 of her 2020/21 earnings
while her UK employer would have already deducted UK
Income Tax each month from those earnings. Without
being aware of this possible exposure and making sure the
correct treatment was applied in both jurisdictions, this could
leave Ms. Smith to pay tax in Country Y without any relief
adjustment in the UK. The correct way to report this is to
ensure that the UK tax return for 2020/21 is done as early
as possible to claim a repayment of the over-deducted PAYE
while correctly reporting and paying any liabilities in Country
Y.
The lesson here is to make sure you liaise with suitable
tax advisors to avoid pitfalls. Your employer may also have
payroll reporting responsibilities in Country Y, and in some
countries there is no de-minimis and payroll reporting is
required from day one.

James Walker
Private Client Partner
020 7969 5516
jwalker@haysmacintyre.com
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UK tax
residence:
the impact of
COVID-19
There have been many travel restrictions
imposed as a result of the pandemic, which
in turn, could cause tax residency issues for
individuals and businesses.

HMRC have updated their guidance for those who may
be affected, with the conclusion being that the Statutory
Residence Test (SRT) will still be applied as per the
legislation. These rules largely centre around the number of
days spent in the UK and how many connections one has
with the UK.
Whilst the SRT allows an individual to be in the UK for up
to 60 days per tax year under ‘exceptional circumstances’,
HMRC have clarified that these circumstances are limited,
whereby individuals, as a result of the virus:
•

Has been quarantined or advised by a health
professional or public health guidance to self-isolate in
the UK

•

Has been advised by the Government not to leave
the UK (it is important that one can demonstrate they
made every effort to leave the UK upon the lifting of
the restrictions)

•

Is unable to leave the UK as a result of the closure of
international borders

•

Is asked by their employer to return to the UK
temporarily.

As the SRT rules still apply, remote workers especially who
rely on working full-time abroad to ensure non-UK residence,
should be aware that the travel restrictions could mean that
two tests are not met. Working (more than three hours
per day) in the UK for more than 30 days and/or having a
significant break from overseas work (a 31 day continuous
period) could cause workers to become UK resident.
In addition, a split year claim in the previous tax year may
be jeopardised based on the residency position in this tax
year.
Where an individual has been ‘trapped’ outside the UK,
though working for a UK employer, they may be subject to
tax in the other jurisdiction as well. Consideration will need
to be given to the mutual tax treaty in force, but this could
cause inadvertent payroll tax issues.
HMRC advise that one’s residency position is carefully
reviewed, which will of course require an understanding of
the specific facts and circumstances for each case.
We can advise on the UK tax residency position, and our
international partners in the MSI Global Alliance can assist
with tax matters in other jurisdictions.

Kiran Chotai
Senior Manager
020 7969 5582
kchotai@haysmacintyre.com
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Changes to
the reporting
of disposals of
UK Residential
Property and the
new CGT 30-day
deadline
New changes to reporting a taxable disposal of
UK residential properties and the payment of
the CGT arising from such a disposal came into
effect from 6 April 2020.
This will apply to all disposals made by
UK resident individuals, trustees, personal
representatives of estates and partnerships,
of any residential land or property in the UK.
Non-UK residents have been exposed to these
obligations since April 2015.

Report and paying Capital Gains Tax
The new rules will significantly reduce the time for paying
CGT and will increase the compliance requirements as you
will need to ensure that you have the historic information to
calculate the gain. This could be a stumbling block for many
to compile all the necessary information within the 30 days,
particularly if the property has been held for a long time
and old records need to be found. Tax advisors and clients
will need to be more proactive when dealing with property
disposals, so that advisors are informed before the selling of
a property.

Exemptions
There is no obligation to file a return for transactions where
there is no tax due if:
•

Selling of main residence fully covered by the Principal
Private Residence Relief

•

‘No gain no loss’ inter-spousal transfers

•

Losses brought forward that is available to extinguish
the taxable gain

•

The capital gain is covered by the annual exemption
(£12,300 for 2020/21 tax year).

From 6 April 2020, disposals of UK residential property need
to be reported and CGT paid within 30 days. The clock
starts ticking from the date of completion, not the day on
which contracts are exchanged, as this is the key date for
determining when a disposal took place.

It is worth noting UK resident companies do fall within the
scope of this new CGT regime and will continue to enjoy
reporting and payment times comparable with the SA
position prior to 6 April 2020.

Previously under Self-Assessment (SA), the disposal of any
kind of property was reported on the annual SA tax return,
and one could get nearly two years to settle the CGT due
on a taxable disposal. For example, a disposal on 20 April
2019 would fall at the beginning of the 2019/20 tax year and
reportable in the 2019/20 SA tax return, with payment due
by 31 January 2021.

Interest and penalties
Penalties will feature prominently in HMRC’s additional
revenue exercise under the new system. A similar structure
has been in place for several years for non-residents, with
HMRC’s own figures suggesting over a third of returns filed
since the introduction were filed late for the first few years,
resulting in a third of their revenue coming from late filing
penalties, not the CGT tax itself.

The new reporting regime is to be made online by creating
a standalone CGT UK Property Account, using HMRC’s
dedicated service. It is useful to already have set up a
Personal Tax Account through the GOV.UK services.
Tax advisors can complete and submit the returns on behalf
of their clients, provided the relevant agent authorisation is
in place.
The gain should also be recorded on the annual SA tax
return, if one is required. Given the 30 day reporting
deadline, the legislation provides for use of best available
estimates and the return may then be amended within 12
months.
The CGT paid under the new rules is treated as an interim
payment on account against the final SA liability.

If the 30 day filing deadline window is missed, or if the CGT
payment is not made on time, late filing penalties will apply,
although a period to adjust was allowed by HMRC for returns
due to be filed by 31 July 2020 (for disposals made during
the period 6 April to 30 June 2020). Transactions completed
after 1 July 2020 will receive a late filing penalty if not
reported within the 30 day timeframe.
Interest will always be charged on any tax paid after the 30
day deadline.
If you are planning a disposal and would like to
discuss the new 30 day reporting and payment rules
in more detail, please do get in touch well in advance
of the disposal date.

HMRC have recognised that taxpayers may face difficulties
in meeting their payment obligations due to COVID-19,
and have advised they will consider requests for deferral of
payment on a case by case basis.
Jenny Gotts
Manager
020 7969 5614
jgotts@haysmacintyre.com
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Non-UK Trusts/
any UK connection
Having worked in the ‘offshore’ world since 1996, I am happy to say that a well-advised
structure can still be an exceptionally effective part of an individual’s wealth planning.

However, with the UK’s impossibly complex tax legislation
having far reaching tentacles (both geographically and
across time), anyone who is in some way connected to a
non-UK resident trust (or a Civil Law equivalent, such as
a ‘Foundation’) where there is any connection (current or
potential) to the UK, would be well advised to at least ensure
there is a UK tax ‘health check’ carried out on a regular basis
or, better still, have a specialist UK tax advisor permanently
engaged by the trustees to be on hand for relevant activity.
Let’s take a very simple, quite typical situation (in the HNW
world). An individual based outside the UK, who has never
even visited the UK, has a successful career/business and
creates various trusts as part of her locally advised family
wealth planning. She has a son who is a high achiever and
as part of the local family wealth planning, one of the trust
structures, which holds funds in a British Virgin Islands
company (because that’s how it is so often done), lends
her son £10m to invest with a wealth manager. Later, he
liquidates the investment portfolio and uses the proceeds
to buy himself a house in London. Many years after this, his
mother agrees to fund his two children’s private school fees,
being £90,000 a year, which she gives to him using a small
part of the funds she normally draws down from her trusts.
Not so long ago, the intrepid son and the trustees would not
have had much to worry about in the UK in relation to this
activity. Now, however, the trust structure that lent the £10m
to the son has a potential UK Inheritance Tax exposure every
ten years at up to 6% of the value of the loan (£600,000)
and all the gifts from mother to son that can be traced to the
trust’s appointments are potentially taxable in the UK for the
son.

This is just the tip of the iceberg.
Take a more extreme example to highlight more inequity.
Imagine that an individual creates a trust with £1bn, from
which all proceeds are paid to non-UK resident beneficiaries.
Now assume the trust structure is being wound up and it is
1 April 2021 with the £1bn now only worth £100,000 more.
Then assume that all the non-UK beneficiaries are paid an
equal share of £1bn on 3 April and a distant relative, a UK
resident, becomes a beneficiary and is given the balance of
£100,000 on 6 April. The UK beneficiary would be treated
as if the minuscule (in the scheme of things) capital gain
realised by the trust of £100,000 is all taxable only on him,
giving him a UK CGT charge. While that is currently only a
maximum of 20%, if the rules change in 2021 year as we
expect, this could be up to 45%.
Despite all the world sharing information between tax
authorities, things like this may or may not be picked
up if not reported correctly. The UK has been applying
exceptionally harsh penalties (up to 300% in some cases
with the risk of asset-based penalties too), as well as
threatening that errors may be automatically treated as
being a ‘criminal’ rather than a ‘civil’ offense (ie jail time),and
having little sympathy for anything ‘offshore’, so staying
ahead of the game is very wise; not only to avoid mistakes
but, on a positive note, to ensure that all taxpayers make the
most of what can be a very beneficial tax regime.

James Walker
Private Client Partner
020 7969 5516
jwalker@haysmacintyre.com
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Holiday gifts
With the increasing unlikelihood that we will all be together to make merry this holiday
season, you may be already considering what presents you want to give.
Whilst we hope you are thinking about much nicer things than tax in the lead up to the
holidays, it is worthwhile reminding yourself of the inheritance tax rules if you are feeling
particularly generous.

All personal gifts are potentially exempt
Thankfully, all gifts that you make to an individual are likely
to be exempt from inheritance tax, however there is a catch:
the ‘seven year rule’, where gifts become taxable if you were
to die within seven years of making them. There are also
a number of exemptions which mean that a gift would still
not be taxable even in these circumstances and these are
discussed below.
If gifts were to become taxable, they are initially deducted
from your ‘nil rate band’ which currently stands at £325,000,
which means that there would be less nil rate band to be
deducted from your taxable estate.
If the taxable lifetime gifts exceed the nil rate band, the tax
payable on death may be ‘tapered’ meaning that the rate of
tax decreases over time. The rules can be complex and not
always intuitive, so if you are considering making any large
gifts, please seek advice.
Small gifts
If you make small gifts, that is up to the value of £250
per person per tax year, you don’t need to worry about
inheritance tax as these are exempt. However, if you give
more than this to any individual in a single tax year, the
whole amount could be subject to inheritance tax.
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Annual exemption
Each person can give away up to £3,000 in a tax year
exempt from inheritance taxes, on top of the small gifts
mentioned above. The annual exemption can be carried
forward for one year if it is not used, so if you did not make
any gifts last year, you could make gifts of £6,000 this year,
tax free.
Although these amounts are relatively small, if you are
concerned with inheritance tax, it is worthwhile considering
using up these allowances each year as they soon build up
to a significant sum.

All change?
There have been a number of reports and
recommendations over the last couple of years concerning
inheritance tax and we may see them start to come
through into government policy next year:
•

It has been recommended that the ‘seven year
rule’ mentioned above should be reduced to five
years, but this would be paid for by a removal of the
tapering relief. This is good news for all but those
who make very large (over £325,000) lifetime gifts.

•

A more radical suggestion is that all gifts over
£30,000 should be taxed at a rate of 10%. This
is coupled with a proposed much lower rate of
inheritance tax on death at perhaps 10% to 20%
and an abolition of all the lifetime reliefs mentioned
above.

Stephanie Parker
Trust Director
020 7969 5505
sparker@haysmacintyre.com

We will, as ever, keep you up to date with any changes as
they arise.

Gifts out of income
This is the only allowance that is unlimited and therefore
potentially of the greatest value. If you make gifts in a
regular pattern to someone and this is all funded out of your
income (rather than your capital) the gifts may be exempt.
As this is an unlimited relief, there is potential to make some
big inheritance tax savings if you have a significant income
that you don’t spend each year. The rules are tight, so if you
are considering making use of this exemption, please contact
us to discuss how this can be done.
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Expansion of the Trust
Registration Service (TRS)
As part of the ongoing battle to tackle money laundering, the Trust Registration Service (TRS)
was launched in June 2017 by HMRC. This requires all trusts which pay tax in the UK to be
registered and certain information about the settlor, trustees and beneficiaries together with
details of the initial trust assets to be provided to HMRC.

The register is only available to be viewed by those with a
‘legitimate interest’ such as anti-money laundering and law
enforcement agencies.
A couple of changes are coming up with the TRS. For the
first time, we are now able to review and amend information
held on the register. We are therefore writing to all clients
who we know are registered to undertake a review of
the information held on the register and update this as
necessary. If you have a trust that you believe is registered
and have not heard from us, please let us know.
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The second and most significant change is that the list of
types of trusts that must be registered has been expanded
to include the following:
•

All UK express trusts: trusts which are deliberately
created, usually, but not necessarily, in writing. (There
are a number of important exemptions which are noted
below)

•

All non-UK trusts which acquire UK land and property
on or after 6 October 2020

•

All non-UK trusts which form a ‘business relationship’
on or after 6 October 2020 but only if one of the
trustees is resident in the UK (eg with solicitors,
accountants, banks, investment advisors).

All trusts in existence at 10 March 2020 should be registered
by 10 March 2022. After that time, all new trusts must be
registered within 30 days of creation.
The following trusts, however, will be exempt from
registration:
•

Statutory trusts where the settlor has not deliberately
set out to form a trust

•

Pure protection life insurance policies that pay out only
on death or terminal illness

•

UK registered pension trusts

•

Charitable trusts regulated in the UK

•

Vulnerable beneficiary trusts

•

Will trusts created on death that only receive assets
from the estate and trusts that only receive death
benefits from a life insurance policy and are wound up
within two years of death

•

Existing trusts holding assets valued at less than £100
unless or until further assets are added.

When does the new TRS take effect?
The statutory instrument bringing in most of the changes
became effective on 6 October 2020, however the deadlines
for trustees regarding their obligations are as follows:
•

Trusts in existence at 10 March 2020 (not already
required to register) must register by 10 March 2022

•

Trusts that are set up after 10 March 2020 must
register within 30 days or by 10 March 2022, whichever
is the later

•

Once registered on the updated system, trustees
will have 30 days from when they are aware of any
changes to update the details.

We will be contacting trustees of trusts which fall into the
new categories required to register over the next year. If you
are aware that you have trust arrangements in place that we
may not be aware of, please let us know as soon as possible
and we can advise you on what is required.

Dalia Ricketts
Manager
020 7969 5693
dricketts@haysmacintyre.com
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Requirement to Correct:
offshore income and/or gains

HMRC’s use of data and
nudge letters

In an age where tax is having more and more of an
international impact, HMRC are continuing to clamp down
on the non-declaration of offshore income and gains. HMRC
now have access to significantly more information due to the
automatic exchange of international information known as
the Common Reporting Standard (CRS). This Standard has
almost 100 countries registered, with more countries joining
on a regular basis. Given the volume of information and
data available, HMRC are now likely to identify non-compliant
tax payers significantly more easily than in previous years.
Unfortunately, HMRC’s disclosure facility entitled requirement
to correct expired in September 2018, under which the
penalty regime was more favourable to the tax payer. As we
are now past this date, the new penalties levied by HMRC
will be within the significantly more aggressive tax penalty
regime ranging between 100%-200% of the additional tax
due (depending on which country is the source of income/
gain).

Any correspondence from HMRC normally comes in the
form of a letter. This letter states that HMRC have received
information that the tax payer has received overseas income
and/or gains. The initial letter is vague and will not specify
the exact details that they hold. HMRC will usually include
a deadline to respond to these letters (typically 30 days)
whilst including a declaration form entitled Certificate of Tax
Position. This certificate gives tax payers options to choose
from, ranging from confirmation that affairs are in order, to a
declaration that income/gains are missing. Therefore the tax
payer will be using the worldwide disclosure facility to bring
their affairs up to date.

In recent years, HMRC has been developing new procedures
to check the accuracy and completeness of information
submitted by taxpayers on their tax returns.

Care needs to be taken before signing and submitting this
certificate, as it includes a warning that if a false statement
is made, it could lead to criminal prosecution. It is highly
recommended that one seeks professional advice before
responding to HMRC.

In addition to these large penalties, it can include a
percentage of the asset base (up to 10%), and in the most
extreme cases, individuals who fall into this bracket may be
publicly ’named and shamed’. Given the severity of penalties
potentially issued, it is advisable to review your overseas
affairs and ensure that all income/gains have been declared
correctly in the past. If anything has been missed it is better
to inform HMRC now, unprompted, rather than to wait for
correspondence from HMRC to mitigate potential penalties.

Whilst HMRC’s letter may lead you to feel guilty about errors,
it is advisable to have an open dialogue with HMRC within
the timeframe set. This can be an extremely complex area
of tax and it is therefore imperative that specialist advice is
sought to establish the response to HMRC.

One method growing in frequency is the use of so-called
‘nudge letters’. Described as an “educational campaign”
these letters often contain general information about the
topic and ask taxpayers to check their previously submitted
returns and confirm whether their own submission is correct.
In some circumstances HMRC will include details of the
amounts they cannot reconcile and specifically ask taxpayers
to confirm that HMRC’s information (rather than their own)
is correct.

Duncan Cleary
Assistant Manager
020 7969 5513
dcleary@haysmacintyre.com
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HMRC receives data from various sources and compiles
it in a system it calls Connect. It then compares this
information to the data submitted on a tax return and flags
up discrepancies for further review, often in the form of a
formal enquiry. However, enquiries can take a long time to
resolve, so HMRC has started a new procedure to encourage
taxpayers to review the information themselves and
voluntarily correct any errors or omissions they find.

Over the last few months, HMRC has issued more of these
letters covering areas such as investment income, offshore
income, property disposals, deferred consideration and
residential property owned through a company (annual tax
on enveloped dwellings). Most recently nudge letters have
been sent in relation to coronavirus grants.
The letters do not constitute an official enquiry themselves,
however if HMRC does subsequently open an enquiry and
finds an error, they could charge higher penalties because
the additional tax identified was prompted by them, rather
than by the taxpayer.

Our experience suggests that there can be inaccuracies
with some HMRC information, or it has been interpreted
incorrectly. For example, figures may be reported correctly
on the tax return across multiple entries, but HMRC cannot
reconcile the numbers, in some cases by a frustratingly small
rounding error, indicating that nudge letters are not always
subject to sensible review before they are issued.
If you have received a nudge letter, you should respond, as
failure to do so can lead to an enquiry. However please be
cautious about signing and sending the certificate HMRC
send with letter as false statements, even ones innocently
made, can lead to higher penalties.
Should you require any professional advice following receipt
of an HMRC nudge letter or an HMRC compliance check we
can help. Even if you have not received a letter from HMRC
but have found a mistake in your filings to HMRC and require
professional advice, please contact the Private Client team at
haysmacintyre.

Mark Pattenden
Private Client Partner
020 7969 5590
mpattenden@haysmacintyre.com
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The crisis has hit my income –
should I cash in on my pension?
You can use your retirement savings pot as you wish from age 55 – rising to age 57 from
2028, the government recently confirmed. Yet while this offers flexibility, you need to think
carefully before dipping into your retirement funds, or you could trigger unexpected tax
charges or whittle away your funds too quickly. James Butler from Brewin Dolphin highlights
five things to consider before making withdrawals from your pension.

1. Understand how much tax you will pay
Make sure you understand the tax implications of any
withdrawals. While the first 25% may be taken from your
pension as a tax-free cash lump sum, you’ll pay tax at
your marginal rate on any further withdrawals. If you take
several large sums from your pension over a few months,
for example, this risks pushing you into a higher-rate tax
bracket for that tax year. You could, instead, spread any cash
you take from your pension over the years, taking a series
of smaller sums, to help reduce your tax bill in retirement.
An advisor can help you target a tax-efficient income in
retirement.
2. Do you still want to make pension contributions?
Once you start drawing an income from your pension,
beware of the money purchase annual allowance (MPAA).
This will impact on the amount you can continue to
contribute to your pension and receive tax relief. The MPAA
reduces the amount you can still save tax efficiently into a
pension to only £4,000 per tax year, instead of £40,000. If
you are unsure about how to manage pension withdrawals,
an advisor can help you decide.
3. Is now a good time to make a withdrawal?
If you want to access your pension in the current
environment, you should think carefully about where you
draw income from. By taking financial advice, you can make
sure to maximise your tax allowances and enable the bulk of
your investments to recover over time. You may wish to take
tax-free lump sums from your pension and withdraw from
cash ISAs, for example. Ideally, you want to keep the lion’s
share invested until your investments have recovered their
value.
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4. Consider later life planning
You may require funding later in life to pay for the cost of
long-term care, for example. So beware of making large
withdrawals from your pension at retirement when this
money could be needed later in life. Rising life expectancy
means that these costs could need to be met for a longer
period, too. A financial advisor can help to talk through
funding options for when and if you need to fund care costs.
5. Can you afford to withdraw money?
The impact of COVID-19 has underlined the need to be
careful with your money – no one can be certain what lies
ahead. Taking a cautious approach is particularly important
in retirement, as you may need your nest egg to last
several decades. A financial advisor can help by producing
a personal cashflow forecast to clarify when to make
withdrawals from your pension. This can reassure you that
you will have enough to provide for retirement and fund your
desired lifestyle.
The value of investments and any income from them can fall
and you may get back less than you invested.

James Butler
Financial Planner - Assistant
Director
01225 727948
james.butler@brewin.co.uk

Opinions expressed in this document are not necessarily the views held throughout Brewin Dolphin Ltd.
This information is for illustrative purposes only and is not intended as investment advice.
No investment is suitable in all cases and if you have any doubts as to an investment’s suitability then you should contact us.
Please note that this document was prepared as a general guide only and does not constitute tax or legal advice. While we believe it to be correct at the time
of writing, Brewin Dolphin is not a tax adviser and tax law is subject to frequent change. Tax treatment depends on your individual circumstances; therefore,
you should not rely on this information without seeking professional advice from a qualified tax adviser.
The information contained in this document is believed to be reliable and accurate, but without further investigation cannot be warranted as to accuracy or
completeness.
Brewin Dolphin Limited is a member of the London Stock Exchange, and is authorised and regulated by the Financial Conduct Authority (Financial Services
Register reference number: 124444). Registered office: 12 Smithfield Street, London, EC1A 9BD.
Registered in England and Wales – company number: 2135876. VAT number: GB 690 8994 69
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