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Welcome from the editor
Private Client Briefing Spring 2020

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

We are encouraging all clients to prepare their 2019-20
tax returns as soon as possible, to help understand tax
liabilities and plan cashflows at this uncertain time, but more
importantly, we send all best wishes to you and your families
at this challenging time.

We find ourselves in unprecedented and challenging times,
with the COVID-19 virus having put life and business as
we know it on hold, causing an economic downturn and
adversely affecting everyone’s finances.
The Government has announced a significant economic
support and stimulus package. Visit our dedicated webpage
(www.haysmacintyre.com/COVID-19) for the latest
announcements. The support package includes grants
for the self employed and employees, the deferral of 31
July 2020 Self Assessment payments on account, and the
opportunity to agree additional Time to Pay tax liabilities.
The extension of the new IR35 rules to the private sector
has also been delayed to April 2021, and recognising the
current restrictions on travel, temporary amendments to the
Statutory Residence Test have been introduced.

Katharine Arthur
Partner, Head of Private Client
020 7969 5610
karthur@haysmacintyre.com
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COVID-19 and deferring your
31 July 2020 Self Assessment
payment on account
The Government has announced that Self Assessment
taxpayers can defer their 31 July 2020 tax payment on
account to 31 January 2021. Clarification has now been
issued making it clear that this applies to all Self Assessment
taxpayers, not just the self-employed. The deferral will be
automatic and interest will not be charged for payments
deferred to 31 January 2021. You can, if you wish, make the
payment in July as normal.
We recommend that your 2019-20 tax return is prepared
and submitted as soon as possible after 6 April 2020 to
determine whether this payment on account is due at all and
to help plan your cashflow. Our Private Client team would be
delighted to hear from you soon.
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HMRC Time to Pay arrangements
The uncertainty surrounding COVID-19 has
left many reviewing personal and business
cashflow forecasts for the coming months.

Sharron Edwards
Manager
020 7969 5593
sedwards@haysmacintyre.com

HMRC has set up a new dedicated COVID-19 helpline (0800
024 1222 or 0800 0159 559) to assist any business or selfemployed individual by providing advice, support and tax
instalment arrangements.
Lengthy delays have been experienced calling the helpline,
it takes approximately 1 hour to speak with a call handler. If
you are looking to discuss a tax liability with HMRC please
make sure you have the following information on hand; you
will only require the separate references if you are to discuss
each separate tax:
•

CT reference number

•

VAT reference number

•

PAYE reference number

•

PAYE accounts office reference number

•

UTR number for self-employed individuals

•

Bank account number and sort code for the tax
payment/direct debit.

Instalment arrangements should be agreed in advance of
the payment due date(s) in order to avoid late payment
penalties, which are separate from interest charges. Ensure
all returns are submitted to HMRC prior to the due date and
at least 24 hours in advance of your call.
HMRC are very understanding of the circumstances and have
agreed for some of our clients to defer tax payments for a
month or two or instalment plans of up to 12 months. Their
scope for agreeing instalment plans is constantly evolving,
read the latest on our website.

Danielle Ford
Director
020 7969 5591
dford@haysmacintyre.com
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IR35 reforms
postponed until 2021
The Government has announced that the extension of IR35
reforms to the private sector will be postponed until April 2021 as
a part of measures to deal with COVID-19.
For many businesses, the reprieve will come as welcome news, but a large proportion
will have undertaken a considerable amount of work reviewing existing arrangements.
It is our understanding that the Government still intends to press ahead with
implementing the measures. All businesses need to review their current working
arrangements and make best use of the extension period which will include:
•

Identifying the off-payroll workforce

•

Making the decision to offer an employment contract

•

Engaging off-payroll workers through umbrella providers

The impact of the COVID-19 outbreak will no doubt lead to businesses looking at their
work-force requirements and any review must take into account the use of off-payroll
workers. It is hoped that some changes are made to the legislation to take into account
the challenges UK businesses will face going forward.

Negligible value claims
During these uncertain times, unfortunately
not all businesses will survive. It is therefore
important to consider any assets you hold
which could be or become of negligible value,
effectively worthless. HMRC use the term
’worth next to nothing’.
Assets could include property or goodwill in a business,
but most claims will probably involve shares. Shareholders
should therefore review all communications from companies
to consider whether there is any scope to make a negligible
value claim.
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If certain conditions are met, it may be possible to claim
the loss against taxable income and reduce one’s income
tax liability. For this to apply, the loss must have arisen on
a disposal of new shares acquired in a qualifying trading
company; shares acquired through previous EIS or SEIS
investments will in most cases be in qualifying trading
companies. After deducting the income tax loss relief (30%
or 50% of the initial investment) previously claimed, the
balance should be available to claim against taxable income.

A negligible value claim does not have to be made within a
specified time of the asset becoming worthless, however the
date of the deemed disposal (proceeds will effectively be nil)
is the date the claim is made, and the resulting loss arises at
the date of the claim. The loss will be the amount the asset
was acquired for.
The conditions for making a claim are that the asset is still
owned when the claim is made, and the asset must have
become of negligible value while it was owned. When an
individual makes a negligible value claim, they are treated as
if they had sold the asset and immediately reacquired it for
its value (nil) at the time the claim is made.

Kiran Chotai
Senior Manager
020 7969 5582
kchotai@haysmacintyre.com

Most claims will result in a Capital Gains Tax loss, which can
be set against chargeable gains of the same year, or if there
are no gains in the same year, they can be carried forward
indefinitely and set against chargeable gains of future years.

Alun Rowlands
Senior Manager
020 7969 5580
arowlands@haysmacintyre.com

There is scope for the loss to be treated as arising in either
of the previous two tax years if the asset can be proven
to have been worthless at an earlier time. This could be
useful if it was clear that due to COVID-19 the asset was
of negligible value before 5 April 2020. Correspondence to
shareholders detailing liquidation and receivership notices
should be retained and sent to us as soon as possible.
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Inheritance Tax planning in a
time of suppressed values
The current circumstances that we are living
through are having a devastating effect on
financial markets and your investments are
likely to be sitting at low valuations compared
to the last few years. As the picture becomes
clearer these will hopefully start to recover
but is there an opportunity in the meantime
to act whilst values are low?
Inheritance Tax planning falls largely into three camps:
reducing your estate through gifts, investing in non-taxable
assets, and insuring against liabilities. These planning
options can be relevant to all at different stages of life so
Inheritance Tax planning should be seen as a continuing
project rather than a one-off event.
Giving assets away to reduce your estate is an
uncontroversial way to plan to reduce the Inheritance Tax
payable on your estate when you die. It tends to be relevant
to individuals somewhere between the ages of 50 and 80,
though personal circumstances will dictate the best time to
think about making some gifts.
If you live for seven years following a gift, it is exempt
from Inheritance Tax. If you don’t survive for the full seven
years, the value of the gift will be taken into account when
assessing the Inheritance Tax due on your estate. The value
taken into account is the value at the date of the gift even
if the recipient kept the asset and it subsequently rose in
value. If the recipient does not have an immediate need
for cash, it is worth considering gifting an asset that might
increase in value again rather than cash.

If you are thinking about doing this you should take into
account how any losses may be restricted. If you give away
an asset which is currently sitting at a loss to someone who
is connected with you, you cannot offset the loss against
another capital gain unless the other gain arose on another
gift or sale to the same person. You should therefore
carefully consider what you give to whom if you have
different assets at both a gain and a loss.
Now is also a good time to consider setting up a trust. A
trust is useful if you want to give value away but don’t want
to give it to someone just yet. This might be because they
are too young or perhaps going through a divorce. It can
also help if you want to benefit different family members at
different times.
You are restricted on the amount you can put into a trust
without incurring an Inheritance Tax liability. This is generally
£325,000 for an individual or £650,000 for a married couple
or civil partners. As values are currently low, a transfer of
£325,000 worth of assets at today’s values will hopefully be
worth a lot more when values start to recover in the future.

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

One barrier to making gifts can be Capital Gains Tax. If you
want to give an asset rather than cash to someone, you
are taxed in the same way as if you had sold the asset to
them at market value. It is therefore beneficial to gift an
asset which has not increased too much in value since you
bought it. Now is a good time to think about giving away an
investment which currently sits at a low valuation in hopes
that the value will recover in the future making the gift more
valuable to the recipient. Transferring at a low value now
minimises any Capital Gains Tax payable on the gift.
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Capital Gains Tax:
Entrepreneurs’ Relief limit
reduced to £1m
Entrepreneurs’ Relief allows business owners to benefit
from a reduced rate of Capital Gains Tax of 10% when
disposing of all or part of their business, subject to a number
of conditions being met. At Budget 2020 the Government
decided to retain the relief in order to encourage genuine
entrepreneurial risk-taking but reduced the lifetime limit for
qualifying gains from £10m to £1m, the level at which it was
introduced in 2008.
The change is effective from 11 March 2020. Anti-forestalling
provisions have been introduced which may apply the new
£1m limit to arrangements entered into before 11 March
2020.

Katharine Arthur
Partner, Head of Private Client
020 7969 5610
karthur@haysmacintyre.com

Pensions annual allowance
changes for higher earners
The March 2020 Budget included changes
to the pensions annual allowance (AA) for
higher earners effective from 6 April 2020.

There is also a change to the minimum AA, which is reduced
from £10,000 to £4,000 from 6 April 2020. This reduction
will mean a restriction of AA only for those individuals with
adjusted income over £300,000.

The AA is the maximum amount of tax-relieved pension
savings accrual in a year and this is to remain at £40,000.
However, for those on higher incomes, the annual allowance
is reduced by £1 for every £2 that an individual’s ‘adjusted
income’ exceeds £150,000 (prior to 6 April 2020), subject
to a minimum AA of £10,000 (above £210,000). Adjusted
income is broadly net income before tax with the addition
of any pension accrual (including from an employer). The
taper can only apply to an individual with income before tax,
without the addition of the pension accrual, above £110,000.
This is known as the ‘threshold income’.

The rate of taper is unchanged and will thus reduce AA
(from 6 April 2020) by £1 for every additional £2 of adjusted
income between £240,000 and £312,000. For adjusted
income above £312,000 the AA will not fall below £4,000.
The band of adjusted income over which taper of AA
operates is thereby broadened from £60,000 to £72,000.

The level of adjusted income above which AA is tapered
and the threshold income will each be raised by £90,000 for
2020/21. The threshold income will thus be £200,000, so
individuals with income below this level will not be affected
by additional tapering of AA. Apart from this, the AA will
be tapered for individuals whose adjusted income exceeds
£240,000.
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The rules that enable the AA limit for a given tax year to be
increased by any unused AA from the previous three years
remain unchanged.

Charles Osborn
Director
020 7969 5599
cosborn@haysmacintyre.com
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New Capital Gains Tax payment
date on sale of residential property
The way in which the sale of UK residential
property is reported changed fundamentally
on 6 April 2020.
Under this new policy, capital gains must
be calculated and a payment on account of
the Capital Gains Tax paid within 30 days of
completion of the property sale.
The new rules will not apply where the gain is not subject
to Capital Gains Tax, for example, where Principal Private
Residence (PPR) relief is claimed in full or the gain is covered
by unused losses.
When to report?
You will need to report and pay Capital Gains Tax when, for
example, you sell or otherwise dispose of:
•

A property that you have not used as your main home.

•

A property that has been used as your main home, but
the sale includes land/buildings that do not qualify for
PPR relief

•

A holiday home

•

A residential property which has been rented out

You will not be required to report disposals in the following
cases:

10

•

Where the contract for the sale was made before 6
April 2020

•

The disposal qualifies for full PPR Relief

•

The disposal was to a spouse/civil partner

•

The gain is within the annual exemption (£12,300 for
2020-21)

•

The property was sold at a loss

How to report
HMRC has launched a new online service to enable gains
to be reported and Capital Gains Tax to be paid. As agents
we will have online access to report disposals of residential
property and ensure that any Capital Gains Tax is paid within
30 days on behalf of our clients.
The final capital gain should be disclosed on the Self
Assessment tax return to include claims for additional relief’s
and losses.
Failure to report
Penalties and interest will be charged if there is a failure to
notify HMRC within 30 days of the sale. Also, if the estimated
tax paid proves to be an under estimate, interest will be
charged on the shortfall.
It is important that you notify us as soon as you put a
property on the market, so we can make an accurate
calculation of your gain as soon as the sale has completed
thereby enabling the tight deadline to be met.

Kay Mind
Director
020 7969 5613
kmind@haysmacintyre.com
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Inheritance Tax – The Residence
Nil Rate Band
The Residence Nil Rate Band (RNRB) was
introduced in April 2017. It was brought
in incrementally and this April sees the
final increase in the value of the RNRB to
£175,000.
The RNRB is available when an estate contains a property
which has been used by the deceased as their home at
some point in their life. If the share of the property they own
is worth less than £175,000, the RNRB will be reduced to
the value of the property interest. It is only available if the
property is left to lineal descendants.
If the RNRB is not fully used in an estate, it can be
transferred to a surviving spouse, for example, if a propertyowner died leaving all their estate to their spouse. As the
transferred estate was covered fully by spouse exemption,
none of the RNRB was used. The entitlement to another full
RNRB passes to the spouse. Their executors will be able to
claim a maximum of £350,000 against the estate when they
die.
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The RNRB is tapered down where an estate is valued at
more than £2 million. The rate of taper is £1 for every £2 of
value by which the estate exceeds £2 million. A RNRB will
therefore be tapered to nil for any estate valued at more
than £2.35 million. In the above example, if the transferred
estate was valued at more than £2.35 million, no RNRB
would be transferred to the spouse. Executors would need
to assess the value of the own estate at the date of the
spouse’s death to ascertain whether they are entitled to
claim any RNRB.
When considering the value of an estate for the purpose
of calculating the taper, no account is taken of exemptions,
reliefs or gifts. It is still therefore worth considering giving
assets away even if the donor is not expected to live the full
seven years that would be required for the gift to be exempt
from Inheritance Tax.
Married couples should also consider how their assets
are owned between them. For example, a couple have a
combined estate of £3 million. Spouse one owns assets
worth £2.5 million and spouse two owns assets worth
£500,000. If spouse one dies first, no RNRB can be

transferred to spouse two, however, if they equalise their
estates so that they each have £1.5 million, the RNRB can be
fully transferred to the surviving spouse.
However, if the surviving spouse inherits all the assets their
own estate will be over £2 million and the RNRB and the
transferred RNRB will be tapered. The surviving spouse
should therefore consider making gifts to bring the estate
down below £2 million. It may also be worth leaving assets
to a non-spouse beneficiary so that they don’t add to the
spouse’s estate. Each individual case will be different and
advice should be sought if your combined estate is worth
more than £2 million.
If you downsize your property so that the value is less than
the maximum RNRB available, you will still be able to claim
relief if you sold your previous property after 8 July 2015
and leave any assets that were acquired with the proceeds
to your lineal descendants. For example, you sell your house
in 2019 and move into a care home and invest the proceeds
in a share portfolio, which you leave to your two children.
Provided that you meet all the other conditions, the estate
will be entitled to claim RNRB even though you didn’t own a
property at the date of death.

Apart from straight-forward cases, the complexity of the
criteria required to qualify for RNRB can make it difficult to
understand whether an estate will benefit from it or not. If
you have any doubt you should review your will and take
advice to make sure your estate will benefit.

Stephanie Parker
Director
020 7969 5505
sparker@haysmacintyre.com
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Capital Gains Tax relief on your
house
Generally referred to as Principal Private
Residence (PPR) relief, the idea is to remove
any tax impact from selling your house.
Such generous treatment for a capital gain is
uncommon, which makes this a very valuable
relief and, from April 2020, a variety of
changes have been made.
Overview
PPR relief is simple for someone who buys a house, lives in
it for many years then sells it at the same time as buying
a new one because there is no break in occupation and
they only have one home at any point in time. However,
not everything is so clear cut (for example, what happens
if you are sent to work overseas?) so there are a variety of
supporting rules designed to maintain the spirit of the relief.
‘Grace period’ reduction
Frequently, people are not able to sell their home before
having to move into another so a ‘grace period’ exists where,
despite having left the original house, it is treated as still
qualifying for PPR relief.
This used to be 36 months (which remains for individuals
who are disabled and/or in care) but was reduced to 18
months in 2014 and, from April 2020, to 9 months.
While this may be suitable in a vibrant property market,
it may not be appropriate given the potential impact of
COVID-19 in the coming years.

While previously only a concession, from April 2020,
legislation allows a late election where all but one of the
property interests have no capital value (eg short term lets).
Relief while renting your house out
Prior to 6 April 2020, it was possible to rent out your
property and still qualify for full PPR relief (eg those who
rent their property out to athletes and their family/entourage
during Wimbledon). For disposals from 6 April 2020, such
relief will only be available where the owner was still
physically occupying the property, which Roger Federer may
not be so keen on.
Inter-spousal transfers
Finally, property transferred between spouses does not
crystallise the unrealised gain or loss existing when the
transfer occurs but instead the recipient spouse takes on the
donor spouse’s ‘base cost’ for working out any capital gain or
loss on their later sale.
There is currently an anomaly in this rule in that if a ‘main
residence’ is transferred, the recipient spouse also takes on
the donor spouse’s historic usage pattern but this is not the
case if it is not their ‘main residence’ when transferred.
With the new regulations, all transfers after 5 April 2020, the
historic usage pattern will transfer in all cases while the old
rules will continue to apply for pre-6 April 2020 transfers.
This will have some significant winners and losers so seek
advice before any such transfers are made to avoid any
surprises or to make the most of the position.

Which property is my ‘main residence’?
For PPR purposes, a married couple can only have one ‘main
residence’ between them and some people may own more
than one residence either by owning and occupying two
or more properties or by owning one property and merely
renting another.
By default, the facts dictate which property is your ‘main
residence’ (and therefore which will qualify for PPR relief)
but you can make an election to override this. This is
particularly relevant where a rented property would be your
‘main residence’ based on the facts, which would mean at
least some PPR relief will be entirely wasted.
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James Walker
Private Client Partner
020 7969 5516
jwalker@haysmacintyre.com
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How dividends are taxed and
the dividend allowance
The dividend allowance
All taxpayers have an annual tax-free dividend allowance of
£2,000 for 2020-21, irrespective of the rate at which they
pay tax so only dividend income above this allowance is
taxed.
The dividend allowance is in addition to your personal
allowance, which is the amount you can earn each tax
year before you have to start paying tax. The personal
allowance in 2020-21 is £12,500. This means that if you
receive £14,000 in dividend income this tax year, the first
£12,500 could be covered by the personal allowance and
the remaining £1,500 by the dividend allowance, so no tax
would be payable (assuming you receive no other income).
The ‘allowance’ is really a nil rate band rather than a true
allowance, in that dividends which are covered by the
allowance form part of band earnings.
Dividend tax rates
Dividend income in excess of the aforementioned allowance
will be charged depending on your highest rate of tax and is
treated as the top slice of income for shareholders.

Planning ahead
It should be noted that dividends are paid out of retained
profits and unlike payments of bonuses or salary; the
amount that can be extracted from the company as
dividends is capped at the level of the company’s retained
profits on which corporation tax has been paid.
Family companies are advised to undertake a review prior to
the year end, so that they can decide whether it is desirable
to extract profits and how the profits should be extracted,
as well as who they should be paid to and whether to pay
dividends.
In order to answer these questions, it is not only necessary
to establish what profits are likely to be available for
extraction, but also what other income the family members
have, whether their personal allowance and/or dividend
allowance remains available and whether they have used up
all of their basic or higher rate bands.

There is no change to dividend tax rates in the 2020-21 tax
year and these rates are lower than the income tax rates.
The following table shows the dividend tax rates and
tax thresholds that apply after the personal allowance of
£12,500 is used.
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Dividend tax
rate

From

To

Basic rate

7.5%

£2,000

£37,500

Higher rate

32.5%

£37,501

£150,000

Additional rate

38.1%

£150,000 +

Jenny Gotts
Manager
020 7969 5614
jgotts@haysmacintyre.com
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Trusts, excluded property and
Inheritance Tax
Offshore trustees… act quickly!
There are three changes to be aware of:
a clarification, an expected shift given the
change in the Inheritance Tax ‘deemed
domicile’ rules in 2017 and a surprise,
worrying material change that is not
consistent and could give offshore trustees
potentially significant exposure to claims in
the future if not acted on before the Finance
Act 2020 receives Royal Assent (perhaps midJuly 2020).
1. The clarification
It has always been accepted by most that when property
is added to a settlement, it is the domicile of the ‘settlor’
when the property is added (rather than simply when the
settlement was created) that dictates whether the property
(or anything deriving from it) can ever be classified as
‘excluded property’ and therefore outside the scope of
Inheritance Tax. This has now been clarified beyond doubt.
To avoid argument, the rules also confirm that accumulations
of income are treated as having been added to the
settlement for these purposes at the same time the property
that generated the income was added to the settlement.

18

2. The expected
In 2006, significant changes were introduced to Inheritance
Tax concerning trusts. For any trusts set up before these
changes by a non-UK domiciled settlor, if the settlor or
spouse had an immediate life interest, the trust’s Inheritance
Tax profile was not concluded until the termination of the
life interest (generally on the life tenant’s death), at which
point the life tenant’s domicile status dictated the future
Inheritance Tax position. This change simply introduces
a further test for those who have a UK domicile of origin
but who happened to have attained a domicile of choice
outside the UK when the original settlement was created and
funded. If the life interest is terminated when they are UK
resident, the trust property cannot be ‘excluded property’.
We would always recommend a full review of all life interest
trusts where there was a non-UK domiciled settlor because
this entire area is not one that is well known to most
trustees and is a simple trap to fall into.
3. The surprise
The most concerning change appears to deliver a strange
result but in most cases will only take effect once the
Finance Act 2020 is passed, which we would usually expect
to be mid-July 2020 but has been sidelined by the COVID-19
pandemic. There is, therefore, still time to act and we would
suggest an urgent review of all trusts by offshore trustees.

Take a simple fully discretionary settlement created and
funded entirely by a non-UK domiciled settlor (usually they
are ‘offshore’ trusts) and imagine the trustees want to split
the trust between the various branches of a now extended
family. The transfer of assets from one trust to a new one
had no impact on whether the property continued to qualify
for ‘excluded property’ status and the presence of any new
trusts had no specific Inheritance Tax impact because all the
trusts were simply treated as still being one big settlement
(eg the same 10 year anniversary date and only one nil-rate
band). However, from the date that the Finance Act 2020 is
passed, where the trustees make an independent decision
to split the trust assets, if the settlor is UK domiciled when
the transfer is made (actually or ‘deemed’), the property in
the new trust cannot be ‘excluded property’. In contrast, the
property in the original trust can continue to be ‘excluded
property’, which appears to be grossly unfair for the second
trust, which will then be exposed to 6% Inheritance Tax
charges every 10 years that would otherwise not be the
case.

This is likely to only impact non-UK resident trustees and
will be one of those potential future lawsuits if not dealt
with now. Therefore, we would suggest a review of all trusts
before the Finance Act 2020 is passed, where the following
apply, so you can record your decisions to protect against
future claims; the difference in Inheritance Tax costs could
become material very quickly:
•

Non-UK domiciled settlor

•

Settlor living in the UK and now UK domiciled (actual
or ‘deemed’)

•

The trust may at any point be split between family
branches (eg there are at least two children of the
settlor)

James Walker
Private Client Partner
020 7969 5516
jwalker@haysmacintyre.com
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Better than
Entrepreneurs’ Relief?
With the reduction in Entrepreneurs’ Relief from £10m to £1m earlier this year, it is very
likely that Employee Ownership Trusts will become far more interesting to business owners.
They won’t be appropriate in all cases but they are certainly worth considering because the
Capital Gains Tax rate on sale is 0%. I’ll let that sink in…
If you are a business owner and you think your employees as a whole would be keen to
take at least a controlling interest in the business, this could be a perfect fit with the obvious
tax advantages for you as the seller (and some for the employees) as well as non-tax
advantages for the business as a whole (think ’John Lewis‘) and so is worth exploring for
many.

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