
Our final Tax talk newsletter for 2017 includes: a note of changes 
announced in the recent Budget regarding small businesses and 
personal taxpayers; a reminder that directors of companies and 
members of partnerships have new anti-tax evasion obligations 
enforced by HMRC, and downloadable factsheets about new data 
protection regulations. Also, take a look at our What’s on section 
for details of our recent news and upcoming events.

We wish you all the best for the festive break!

New Year….new look Tax talk
In the New Year we look forward to introducing you to our new 
look bimonthly e-newsletter, Pathfinder – personal wealth and tax 
update.

This newsletter will provide you with the succinct personal tax 
insights you currently receive in Tax talk, along with comment on 
personal wealth and planning issues – all in a new look.

To register your interest in receiving this publication, as well as 
other revised newsletters we are launching in 2018 for those 
running private businesses and not for profit organisations, please 
use this link.

The Budget - small business update

Particular changes are listed below:

• Although there is no change to the rate of corporation tax, 
maintained at 19%, HMRC is to freeze indexation allowance 
on corporate capital gains for disposals after 1 January 2018.

• From April 2018, business rates will rise by any increase in 
the consumer price index (CPI) rather than the retail prices 
index (RPI). The change has been brought forward two years. 
Historically, the RPI has tended to be higher than the CPI.

• Pubs with a rateable value up to £100,000 will continue to 
receive a £1,000 discount next year. 

• Changes are to be made to the enterprise investment scheme 
(EIS), the seed EIS (SEIS) and venture capital trusts (VCT). 
The aim is to target venture capital schemes on companies 
where there is a real risk to the capital being invested, and will 
exclude companies and arrangements intending to provide 

‘capital preservation’. EIS and VCTs will also see increased 
limits for investments in knowledge-intensive companies.

• The diesel car supplement is to be increased from 3% to 4% 
from 6 April 2018. This will increase the company car tax and 
car fuel benefit charge (for company cars provided with an 
element of private use).

• The VAT registration threshold is to be maintained at £85,000 
until 31 March 2020.

For further information on any of these changes please 
speak with your usual Kreston Reeves adviser here or on 
+44 (0)330 124 1399.

The Budget - personal tax considerations

Notable changes are listed below:

• First-time buyers will pay no stamp duty land tax on homes 
costing up to £300,000. First-time buyers of homes worth 
between £300,000 and £500,000 will not pay stamp duty 
land tax on the first £300,000. They will pay the normal rates 
of stamp duty land tax on the price above that. This will save 
£1,660 on the average first-time buyer property purchase. 
80% of people buying their first home will pay no stamp duty 
land tax, but there will be no relief for those buying properties 
over £500,000.

• The personal allowance for 2018-19 is £11,850 (2017-18 
£11,500).

• The income tax bands for 2018-19 have been increased. 
They are: basic rate band increased to £34,500 (2017-18 
£33,500); higher rate band is £34,501 to £150,000 (2017-18 
£33,501 to £150,000); additional rate, no change (applies to 
income of more than £150,000).

• There is no change in income tax rates, and the tax rates 
applied to dividend income. Readers should note that the 
present £5,000 tax-free dividend allowance will, as previously 
announced, be reducing to £2,000 from April 2018.

• From April 2018 the amount of unused personal tax 
allowance that can be transferred between spouses, or civil 
partners is increased to £1,185. The person receiving the 
transfer must not be a higher rate taxpayer. 

• From 29 November 2017, the government will also allow 
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marriage allowance claims on behalf of deceased spouses 
and civil partners, and for the claim to be back dated four 
years in appropriate cases.

• A new railcard is to be introduced for the 26 to 30 age group. 
Government will work with the rail industry to introduce the 
new railcard from spring 2018.

• The duty on beer, wine, cider and spirits is to be frozen. 
However, cheap, high strength cider will be subject to a new 
band of duty.

• The duty on cigarettes will increase by 2% above inflation and 
hand-rolling tobacco by 3% above inflation.

For further information on any of these changes please 
speak to your usual Kreston Reeves adviser here or on  
+44 (0)330 124 1399.

The 3% SDLT charge - some important changes

In our March 2017 edition of Tax talk we looked at some of the 
potential problem areas arising when one spouse or civil partner 
transfers property to the other. One area is the stamp duty land tax 
(SDLT) that can arise where one party pays the other – either as 
cash or other property for example, or by taking over a proportion 
of a mortgage. This became a particular issue when the 3% 
SDLT surcharge was introduced since the starting point for that is 
£40,000 compared with the normal limit for residential property of 
£125,000 (£150,000 from 1 April 2018).

The government has recognised that this is unduly harsh and so 
transfers between spouses/civil partners will no longer be charged 
to the extra 3% SDLT – the potential for a liability to “normal” SDLT 
remains, but this is generally less common.

Also, there could previously have been an unfortunate charge to 
3% SDLT where one party to a divorce etc. is forced to keep their 
interest in the former matrimonial home, even though they don’t 
live in the property, because of a “property adjustment order” and 
the other party continues to live there – the effect being that the 
“two property” rule is broken, giving rise to a possible charge. To 
get round this problem, the individual leaving the property will no 
longer be treated as owning a share in it for SDLT purposes.

Furthermore, the 3% charge will not apply where someone has 
two or more properties and increases their share in the property 
they occupy as their home. Also, it will not apply where someone 
acts in their capacity as trustee to act for a child having been 
appointed under the Mental Capacity Act 2005.

Finally, a loophole has been closed by making sure that to qualify 
for the “replacement home” exception to the charge the person 
and their spouse/civil partner must have disposed of the whole of 
their interest in their former home – so planning around disposing 
of just a part of the home will no longer work.

Generally speaking, assuming the provisions become law as 
drafted, the above changes will apply to transactions completed 
on or after 22 November 2017. Earlier contracts substantially 
performed before, or varied etc. on or after that date, will not be 
affected.

If this is an issue of importance to you, please contact your 
usual Kreston Reeves adviser here or Nigel Moon here or on 

+44 (0)330 124 1399.

Tax efficient profit extraction...a heads up for this/next year 

With tax rates and allowances changing annually we consider 
how much an SME shareholder might extract from their company 
without incurring any liability to either income tax or national 
insurance…whilst still protecting their entitlement to a state 
retirement pension (yes, something for nothing!).

Though the numbers are relatively modest this is still a very 
worthwhile strategy with any surplus profits being retained within 
the company going on to qualify for attractively low rates of tax on 
retirement/sale of the business.

For the current tax year (to April 2018)

Since April 2017 shareholders could have been taking a monthly 
salary up to £680 supplemented by monthly dividends of £695 
giving total tax/NIC free (1) income in the year of £16,500 (2)
(1) This assumes they have no other taxable income and takes 
credit for a dividend allowance of £5,000.
(2) Additional sums could be extracted at a tax rate of only 
7.5%...but that’s another story 

For next tax year (to April 2019)

The aggregate numbers fall come April (with dividend allowance 
reducing from £5,000 to £2,000) to become a monthly salary up to 
£702 plus dividends of £452 giving a revised tax/NIC free income 
of £13,848.

Those running businesses have lots of tax efficient options 
as to how to tweak their remuneration strategy. If you 
are unsure whether your strategy is best for your own 
circumstances then please speak with your usual Kreston 
Reeves adviser here or contact Sati Virdee here or on  
+44 (0)330 124 1399.

Urgent action required by trustees

HM Revenue & Customs Trust register

As a result of the EU’s Fourth Money laundering Directive, HMRC 
have recently introduced a Trust Register. The register will be 
an online record of all trusts subject to UK taxes. The register 
will contain details of the trustees, settlor, beneficiaries and trust 
assets.

The deadline for completing the register for trusts created after 6 
April 2016 is 5 January 2018 and for trusts in existence before 5 
April 2016 the deadline is 31 January 2018.

Automatic exchange of information regulations

These regulations are designed to allow the exchange of 
information about financial accounts and investments between tax 
authorities of different countries in order to help stop tax evasion. 
UK trustees are required to identify any person connected to the 
trust who have links to countries outside of the trust’s country of 
residence and report certain details to HMRC.
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Legal entity identifier (LEI)

This is a requirement arising from the EU financial markets 
regulations. Where trustees hold investments there is a 
requirement to obtain a LEI in order to deal in financial investments 
through the London Stock Exchange.

Trustees have until 3 January 2018 to obtain a LEI or trading 
in investments cannot take place. The majority of investment 
managers will be applying for the LEI on behalf of trustees but 
we recommend that trustees contact their advisers as soon as 
possible to confirm the position. Trustees who do not have an 
investment manager will need to apply for a LEI at the London 
Stock Exchange.

If you require any further information regarding trustees’ 
obligations under the new regulations please contact your 
usual Kreston Reeves adviser here or alternatively contact 
Jamie Hopkins here or on +44 (0)330 124 1399.

Your retirement - the need for professional advice

As with most things, appropriate advice when making a decision 
can add value and this is particularly important when drawing your 
retirement benefits. The average life expectancy for both males 
and females is now in to their late 80s and whilst some individuals 
are having to consider working longer, the retirement period is 
likely to be the longest holiday of their life.

With this in mind, a recently commissioned report has found that 
retirement planning can improve a household’s income by as 
much as £13,000 when receiving professional advice over those 
that choose to ‘go it alone’. The study included 1,002 of the ‘baby 
boomer’ generation which found that 66% have had no financial 
advice at all on their retirement planning or the eventual drawing 
of pension benefits. Some 23% do plan to use an adviser to help 
with their retirement income but the majority do not consider this 
an option. As many as 15% plan to retire on guidance from their 
pension provider rather than taking independent financial advice.

Whilst clearly there is a place for DIY enthusiasts when it comes to 
decorating or car mechanics, being financially secure in retirement 
needs careful planning and is not something that should be left 
to chance. Whether you are looking to purchase an annuity for 
a secure income at retirement or whether you are going to take 
advantage of the Flexible Access Drawdown rules that are now 
available to remain flexible over your income and potentially pass 
monies onto your beneficiaries, qualified advice is a fundamental 
requirement in securing the best options available to you.

If you would like to discuss your current arrangements, 
please do not hesitate to contact Terry Burgum here or on 
+44(0)330 124 1399 who will be pleased to help you.

HMRC getting tough with small and medium businesses

HMRC’s Executive Chairman, Edward Troup, has recently warned 
taxpayers that HMRC will not compromise when taking action 
against them if HMRC believes additional tax is due. Taxpayers 
should expect HMRC to maintain its increasingly hard-nosed 
attitude in any upcoming investigation.

What this means is that if you cannot persuade HMRC at an early 
stage that you are paying the right amount of tax, they may be 
relentless in their pursuit of you. This makes it more important than 
ever to have your professional tax adviser working alongside you in 
dealing with HMRC from the outset.

This warning comes as HMRC looks to increase the revenue 
generated through its compliance work and close the “Tax Gap”. 
This is the difference between what HMRC thinks it should be able 
to collect and what it actually collects. In 2015/16, the Tax Gap 
increased to £34bn, up from £33bn.

HMRC however believes that of this so called “Tax Gap”, small 
and medium sized enterprises (SMEs) were responsible for 
46% (£15.5bn) of the overall Tax Gap in 2015/16. One of HMRC’s 
definitions of an SME is any business that has a turnover of over 
£85,000 (VAT registration limit) and under £25m, which covers 
most of our client base.

We believe that HMRC views SMEs as an easier target for them, 
as they are unlikely to have the resources to employ in-house tax 
specialists who can close down or limit the time involved in a tax 
investigation, as well as minimising any additional liability that could 
arise from the investigation.

New data shows that HMRC collected £504m in extra revenue 
from investigations into the tax affairs of SMEs in 2016/17, which 
is itself an 8% increase on the £468m it collected in the previous 
year, but is well short of the £15.5bn that they believe is being 
underpaid by SME’s. Over 45% of all HMRC staff are now devoted 
to investigation and enquiry work with the aim to substantially 
increase the amounts collected into the government’s coffers.

Anyone who has suffered a tax investigation can testify that they 
are extremely costly, disruptive to the business and stressful 
for the owners. An investigation could even result in long-term 
reputational damage, both to the business and its directors/
owners, even if there was no additional tax to pay.

With HMRC set to ramp up investigations following the 
introduction of the Criminal Finance Act on 30th September 2017, 
more and more businesses are taking out our Tax investigation 
Service to enable us to help them deal with HMRC, without 
being concerned at what could be a substantial cost in our fees 
to defend the business against an unwarranted investigation by 
HMRC.

To find out more, please contact your usual Kreston Reeves 
adviser here or Nick Alder, our Tax Investigations Partner, 
here or on +44 (0)330 124 1399.

General Data Protection Regulation (GDPR) - what does it 
mean for your organisation?

Every business will have its own specific challenges regarding 
implementation of changes to internal systems to ensure 
compliance with the GDPR. To understand the business risks 
and benefits of GDPR download our factsheets by clicking on the 
following links: GDPR: business risks & benefits / Implementing 
GDPR.
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What’s on

Please see below for information on our upcoming events:

Events

Book your place on one of our summer 2018 charity seminars
Join us for one of our charity update seminars, which next year will 
be taking place in three locations; London, Kent and Sussex.  The 
seminars will cover a variety of topics which we will share with you 
soon.

The seminars will take place in the following locations and on the 
following dates:

• Thursday 28 June - Hilton, Maidstone
• Thursday 5 July - Roffey Park, Horsham, West Sussex
• Wednesday 11 July - Bakers Hall, London

Further details will be available on our website here in due course. 
  
For more information, or to register your interest in 
attending, please contact Steph Dobson at  
events@krestonreeves.com or phone +44 (0)330 124 1399.

Academies and education workshops
We’re running a series of workshops in the academy finance 
field aimed at providing trustees, governors, accounting officers, 
CFOs and SLTs with a more detailed understanding of their role, 
responsibilities and academy accounts.

To read more and to book your place please follow the links below:

• Trustees’ and Governors’ responsibilities - Kent 
This workshop is focused on trustees’ and governors’ 
responsibilities and will take place in our Chatham office, on 
Tuesday 16 January (6:00pm registration - 8:00pm). Read 
more here. 

• Trustees’ and Governors’ responsibilities - Sussex 
This workshop is focused on trustees’ and governors’ 
responsibilities and will take place in our Chichester office, on 
Thursday 18 January (6:00pm registration - 8:00pm). Read 
more here.   

• An introduction to academy finance - Kent 
This workshop is focused on introducing trustees, governors, 
accounting officers, CFOs and SLTs to academy finance and 
will take place in our Chatham office, on Tuesday 23 January 
(6:00pm registration - 8:00pm). Read more here. 

• An introduction to academy finance - Sussex 
This workshop is focused on introducing trustees, governors, 
accounting officers, CFOs and SLTs to academy finance and 
will take place in our Chichester office, on Wednesday 24 
January (6:00pm registration - 8:00pm). Read more here.

 

For more information or to book your place please contact 
Steph Dobson at events@krestonreeves.com or on  
+44 (0)330 124 1399.
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