
This month’s Tax Talk includes further developments regarding 
the digitalisation of the tax system for individuals and businesses, 
highlights from the Spring Budget and a reminder of the tax 
consequences of gifting property. 

Spring Budget’s last lap...making tax expertise more 
accessible!
 
Chancellor Philip Hammond took the wheel on Wednesday 8 
March 2017 to deliver the Spring Budget for the first, and last time.
  
Having dissected his proposals you can find all our Budget 
commentary and analysis within a dedicated webpage here 
– including a 2017/18 Tax card, sector specific articles and 
our summary of the key Budget changes for both SMEs and 
individuals.

You can also read about some of the implications from the Budget 
at a glance within this newsletter in Spring Budget at a glance.

On 9 March we hosted two racing themed Budget events one 
at Brands Hatch (where else!) and one at leading science and 
technology hub, Discovery Park in Sandwich. You can read more 
about these here.
 
Making tax digital - an update

Under the Government’s proposals all tax records and reporting 
will be digitised. Making Tax Digital (MTD) is set to change the way 
in which all individuals and businesses report their financial details 
to HMRC and the start date is only 12 months away.

MTD and individuals

The new HMRC Personal Tax Account which was launched last 
year brings together an individual taxpayer’s information in one 
place. You can now access your Personal Tax Account through 

the HMRC website at https://www.gov.uk/personal-tax-account.

HMRC already receive details of taxpayers’ income direct from 
various third parties including employers and banks and building 
societies.

If you have PAYE income this will already appear in your Personal 
Tax Account and over the next two years HMRC will also 
prepopulate your account with any bank or building society 
interest you receive and any state pension you receive. Over 
time HMRC will prepopulate your account with other income 
information they receive from third parties which will mean that 
your reporting requirements will reduce.

By 2020 it is HMRC’s goal that the majority of taxpayers will no 
longer be required to fill in a tax return.

MTD and businesses

Under Making Tax Digital for Business (MTDfB) HMRC are 
introducing a requirement for digital record keeping and quarterly 
filing for the majority of businesses, self employed people and 
landlords.

These changes will be introduced gradually starting with quarterly 
reporting for income tax from 6 April 2018, VAT from 2019 and 
corporation tax from 2020.

The smallest of businesses, self employed people and landlords 
with a turnover of less than £10,000 will be exempt from digital 
record keeping and quarterly updates as will businesses that are 
unable to engage digitally due to inadequate broadband access, 
age or disability.

http://www.krestonreeves.com/news-and-events/09/03/2017/budget-summary-and-tax-card-2017-18
http://www.krestonreeves.com/news-and-events/13/02/2017/spring-budget-s-last-lap-making-tax-expertise-more-accessible
https://www.gov.uk/personal-tax-account.


The date on which businesses will be required to adopt MTDfB for 
income tax purposes is 6 April 2018. However, smaller businesses 
with a turnover between £10,000 and the VAT threshold (£85,000 
from 1 April 2017) will not be required to adopt MTDfB until 6 April 
2019.

All unincorporated businesses, the self employed and landlords 
with turnovers in excess of the VAT threshold will be required to 
keep digital records and report their financial results to HMRC at 
least quarterly from 6 April 2018.

Kreston Reeves has a team of tax, accounting and IT 
specialists who will be responsible for ensuring that our 
clients are kept fully informed of all MTD developments. We 
will be providing regular updates on our website and we are 
on hand to address any queries you have or any issues that 
arise from MTD.

If you would like to discuss this further please speak to your 
usual Kreston Reeves adviser here or Kay Aylott here or on 
+44 (0)330 124 1399.

se contact your usual Kreston Reeves contact or Nigel Moon 
or Kay Aylott here or on +44 (0)330 124 1399.

Tax free childcare?

Starting next month around two million households will (by 
opening an online account on GOV.UK) be able to access benefits 
up to £2,000 p.a per child towards the cost of approved childcare.

This new tax free childcare scheme (first promised in 2013) will, 
for the first time, be available to both self-employed and employed 
individuals…though any with annual income in excess of £100,000 
won’t be eligible to join.

In addition to the income cap you need to have children (as many 
as you like!) aged under 12 to qualify and both parents (or single 
parent if relevant) need to be in work.

The scheme operates by the Government adding 20p for every 
80p an individual puts into their online account within the £2,000 
annual cap (so £8,000 from a parent, grandparent etc. would end 
up with £10,000 being available to spend).

Speak to your usual Kreston Reeves adviser here for 
additional details, or call Margaret Schofield on +44 (0)330 
124 1399.
 
Spring Budget at a glance
 
It is fair to say that Spring Budget 2017 was relatively quiet, with 
most of the announcements being confirmations of the changes 
previously announced in the Spring Budget 2016. Some key 
announcements are outlined below:

Individuals

• Personal Allowance will increase to £11,500 in 2017/18 and 

basic rate band widens to £33,500 moving the higher rate 
threshold to £45,000. There is still a commitment to raise the 
Personal Allowance to £12,500 and the higher rate threshold 
to £50,000 by 2020/21.

• The tax free dividend allowance is being reduced from £5,000 
to £2,000 from 2018/19. 

• ISA allowances are being increased, so wealthy investors are 
protected to some extent from the reduction in the dividend 
allowance.

• Those that are hit hardest by higher overall taxes on business 
profits will be owner managed businesses or shareholder 
directors paying more tax on dividends.

• Termination payments – non-contractual and contractual 
Payments in Lieu of Notice will be subject to tax as well 
as NIC from April 2018. The £30,000 exemption for other 
termination payments will also apply for NIC.

Small businesses

• Corporation tax rates will drop to 19% from 1 April 2017 and 
have been reconfirmed at 17% from 1 April 2020.

• Tax election when appropriating property from fixed assets to 
trading stock is no longer available where there would be a 
capital loss. The election can still be made if there would be a 
capital gain deferred on appropriation.

• The national living wage will increase from April to £7.50 per 
hour, this will be an additional cost for businesses. This is in 
addition to the Apprenticeship Levy coming in to affect from 5 
April, but this only affects businesses with payroll of £3m. 

• Increase in the entry threshold for cash accounting to 
£150,000 from 2018. 

• The cash basis can also now be extended to unincorporated 
landlords. 

• VAT threshold increases to £85,000 from 1 April 2017.
• HMRC will look at taking VAT on online sales automatically to 

counter VAT fraud in online marketplaces.
• Changes in Business Rates - with effect from April 2017- the 

first change in valuations on which rates are paid since 2010 
and rebases property valuation at 2015.

• Small Business Rate Relief will be 100% with effect from April 
2017 based on a Rateable Value of up to £12,000 tapering 
to £15,000.Those moving out of the Small Business Rate 
Exemption will have increases capped at £50 pm for the next 
two years.

• Pubs will receive a £1000 discount in 2017 (unless their 
Rateable Value exceeds £100,000).

Speak to your usual Kreston Reeves adviser here, or Kay 
Aylott here or on +44 (0)330 124 1399, if you require further 
details regarding these tax changes.

http://www.krestonreeves.com/contact-us#stq=aylott&stp=1
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“I’ve gifted half my rental property to my spouse, is that a 
problem?”

With the gradual removal of higher rate income tax relief on rental 
property finance costs (typically mortgage interest) from this April, 
more higher rate tax payers might be inclined to gift part, if not the 
whole, of their interests in rental properties to their spouse or civil 
partner. They are probably aware that a transfer between spouses 
or civil partners (we’ll refer to both as spouses in this article) 
doesn’t create a capital gain on which capital gains tax is payable, 
and is exempt for inheritance tax purposes (except in certain 
cases involving non-UK domiciles) – hence the assumption.

However, that’s only part of the story – there’s also Stamp Duty 
Land Tax (SDLT) and income tax to consider – let alone can a 
transfer be done, and is it legally effective?

Let us look at the latter two points first. If the property is subject 
to a mortgage, then a transfer cannot be made without the formal 
consent of the lender – and in the scenario envisaged here, there 
is likely be a mortgage on the property. Furthermore, a gift of an 
interest in a property must be in writing to be legally effective – a 
verbal declaration is not good enough. This is often done by using 
a deed of gift rather than necessarily changing the land registry 
entry.

The existence of the mortgage creates an issue for SDLT. Typically, 
the acquirer will become partly liable for the mortgage debt and to 
that extent has effectively “paid” for the property an amount equal 
to the mortgage share taken over – which means that there is 
“consideration” given for SDLT purposes.

The SDLT issue was not much of a problem because the amounts 
involved were typically below the SDLT threshold. However, 
following the introduction of the 3% surcharge for “second 
properties”, SDLT is now more of an issue since the threshold 
for this is only £40,000 – a figure easily exceeded by a share of 
mortgage taken over. This charge could apply even where the two 
spouses haven’t increased the number of properties they hold 
between them – merely reallocated how they are held.

Now to income tax, which is the main reason for making a 
transfer in this example. The starting point is that income from 
property owned jointly between spouses is taxed on them equally, 
irrespective of the actual underlying ownership. Thus, income from 
property owned 90%/10% is taxed 50%/50% - any capital gain is 
taxed 90%/10%.

If the spouses want to be taxed on income in the ratios of 
90%/10% in this case, instead of equally, they must complete 
a Form 17 and submit this to HMRC together with proof of 
these proportions (e.g. copy of the deed of gift). This form is 
effective from when it is signed and must be submitted within 
60 days of signature – this is not the same as backdating an 
election, as some people think. The election can only be made 
to tax income in the real ownership proportions, and not some 
other proportions the spouses would like. The election ceases if 
ownership proportions change, so that a new election is required. 
Interestingly, Form 17 doesn’t apply where property is held in a 

formal partnership, or if it meets the requirements to be a furnished 
holiday letting.

If you think the Form 17 has been overlooked, speak with 
your usual Kreston Reeves adviser as soon as possible to 
minimise the damage.

Transfers between individuals not married or in a civil partnership 
have additional complications in that capital gains tax may be 
payable (even if nothing is paid for the property share), and for 
inheritance tax the gifts are only “potentially exempt” (becoming 
exempt if the donor survives the gift by 7 years) – but Form 17 
doesn’t, of course, apply.

If you are concerned about property gifts that you are 
thinking of making, please get in touch with your usual 
Kreston Reeves adviser here or Nigel Moon here or on +44 
(0)330 124 1399.

National Savings

As a boost to savers and in view of continuing low interest rates, 
the Chancellor has confirmed the interest rate return on the NS&I 
investment bond initially announced during the Autumn Statement 
in 2016.

The bond will offer a rate of 2.2% over a term of 3 years and will 
be available for 12 months from April 2017. The bond is available 
to everyone aged 16 and over for amounts between £100 and a 
maximum of £3,000. The Government estimates that the limit at 
£3,000 will provide for over half of UK households savings and is 
welcome in offering the potential for these savings to keep pace 
with inflation.

If you wish to discuss tax effective investments in more 
detail please speak to Tim Maakestad here or on +44 (0)330 
124 1399.

Tax diary March/April 2017

1 March 2017 - Due date for corporation tax due for the year 
ended 31 May 2016.

2 March 2017 – Self assessment tax for 2015/16 paid after this 
date will incur a 5% surcharge.

14 March 2017 – Due date for corporation tax for companies 
required to pay their tax by instalments with a year end of 28 
February, 31 May, 31 August or 30 November.

19 March 2017 - PAYE and NIC deductions due for month ended 
5 March 2017. (If you pay your tax electronically the due date is 22 
March 2017.)

http://www.krestonreeves.com/contact-us#stq=aylott&stp=1
http://www.krestonreeves.com/contact-us/our-people/nigel-moon
http://www.krestonreeves.com/contact-us/our-people/tim-maakestad-apfs


19 March 2017 - Filing deadline for the CIS300 monthly return for 
the month ended 5 March 2017.

19 March 2017 - CIS tax deducted for the month ended 5 March 
2017 is payable by today.

1 April 2017 - Due date for corporation tax payable for the year 
ended 30 June 2016.

14 April 2017 - Due date for corporation tax for companies 
required to pay their tax by instalments with a year end of 31 
March, 30 June, 30 September or 31 December.

19 April 2017 - PAYE and NIC deductions due for month ended 
5 April 2017. (If you pay your tax electronically the due date is 22 
April 2017.)

19 April 2017 - Filing deadline for the CIS300 monthly return for 
the month ended 5 April 2017.

19 April 2017 - CIS tax deducted for the month ended 5 April 
2017 is payable by today.
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