
1

WE KNOW
YOU LIKE TO BE IN THE KNOW

TAX BRIEFING
NEWSLETTER
SUMMER 2019

This newsletter is written for the 

general interest of our clients and 

is not a substitute for consulting 

the relevant legislation or taking 

professional advice. The authors 

and the firm cannot accept any 

responsibility for loss arising from 

any person acting or refraining from 

acting on the basis of the material 

included herein.
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YOUR WORKFORCE MAY INCLUDE PEOPLE OF ALL AGES FROM SCHOOL LEAVERS TO 
THOSE PAST STATE PENSION AGE, WITH SOME WORKING PART TIME OR HOLDING DOWN 
TWO JOBS CONCURRENTLY. THE NATIONAL INSURANCE CONTRIBUTIONS (NICS) PAYABLE 
DIFFER, SO IT IS IMPORTANT TO GET THE CALCULATIONS RIGHT.

Employers’ NICs are not due on the wages 
of those aged under 21, or apprentices aged 
under 25, for wages up to £4,167 per month. 
However, employees’ NICs are due if their pay 
exceeds £719 per month.

Those over state pension age do not pay 
employees’ NICs on any of their wages, but 
employers’ NICs must still be paid. State 
pension age is gradually increasing for both 
men and women, so the exact date a person 
achieves state pension age will vary according 
to the individual’s date of birth. Check your 
payroll software records for the date on which 
an employee will reach state pension age to 
ensure they do not overpay NICs.

An employee who holds two jobs may pay 
the maximum employees’ NICs on their 
higher paid employment, in which case they 
should not pay NICs on their second job. Such 
individuals should apply for a deferral of NICs 
on their second employment as early in the tax 
year as possible.

Directors can determine their own pattern of 
pay and may receive a bonus if the company’s 
results are good. To ensure they pay the right 
amount of NICs for the tax year the directors 
should be treated as having an annual pay 
period for NIC purposes.

MANY LANDLORDS ARE DECIDING TO SELL THEIR RESIDENTIAL PROPERTIES. FROM 6 APRIL 
2020 NONE OF THE INTEREST AND FINANCE CHARGES RELATING TO THOSE PROPERTIES 
CAN BE DEDUCTED FROM THE RENTAL INCOME.

Instead the landlord receives a tax credit equal to 20% of the interest to set against their income tax 
bill. Any gain you make from selling your residential property is taxed at 28% if you are a higher rate 
taxpayer, or at 18% if you are a basic rate taxpayer.

However, you can deduct the following from the 
proceeds to calculate the taxable gain:

• solicitors’ and estate agents’ fees paid on the 
sale and purchase;

• cost of improvements you made to the 
property;

• stamp duty land tax (or Scottish or Welsh 
equivalents) paid on purchase; and

• your annual capital gains tax exemption 
(£12,000 for 2019-20).

If the property was ever your main home for tax 
purposes you can also eliminate the proportion 
of the gain which relates to the period during 
which you occupied it as your home, plus the 
gain relating to the last 18 months of ownership. 
As your former home was let you can also claim 
lettings relief which reduces the gain by up to 
£40,000.

Beware, if you sell the property after 6 April 
2020 the exempt gain for the last period of 
ownership is reduced to only 9 months and the 
lettings relief may be completely eliminated.

PAYING THE RIGHT NIC  

SELLING A LET PROPERTY  
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EMPLOYEES TRAVELLING ON BUSINESS NEED TO EAT. KEEPING TRACK OF EXPENSE 
CLAIMS FOR MEALS TAKEN WHILST WORKING AWAY FROM THE OFFICE CAN BE A  
TOTAL PAIN.   

You can simplify matters by telling HMRC you 
will pay a standardised daily subsistence rate 
to your employees when they work out of 
the office. These tax-free and NIC-free rates 
for business trips within the UK are easy to 
remember:

• £5 for leaving home earlier than usual  
before 6am;

• £5 for being away for at least 5 hours;

• £10 for being away for at least 10 hours; and

• £15 for finishing work later than usual      
after 8pm.

The employee is expected to purchase food 
or drink whilst working away but you do not 
have to check the receipts before paying the 
standardised subsistence rate. You can of 
course reimburse the actual cost of a meal if it 
is supported by receipts.

When an employee travels overseas the 
receipt chasing can reach a new level of pain. 
Fortunately HMRC have drawn up standard 
subsistence and accommodation rates which 
you can use to reimburse the costs employees 
incur while travelling outside the UK. 

There are no standardised rates for overnight 
accommodation within the UK; that must be 
paid according to the actual costs incurred.

DO YOU USE THE HMRC APPROVED STARTER CHECKLIST WHEN TAKING ON NEW 
EMPLOYEES? THIS FORM IS NOT OPTIONAL; ALL NEW EMPLOYEES SHOULD 
COMPLETE IT EVEN IF THEY PRESENT A COMPLETED FORM P45.  

Page one of the starter checklist asks the individual to tick box A, B or C next to 
statements: this is my first job since claiming state benefits; only job; or second 
concurrent job or pension. If all choices are left blank, the employer should choose 
option C and the employee is given a PAYE code of 0T/1.

That PAYE code means the employee is not given a personal allowance and 
will be over-taxed. HMRC may take some months to correct the PAYE code, 
during which the employee will be short of cash and thus unhappy. This 
does not help you retain staff. Please help your new employees to complete 
the starter checklist correctly as some people may not understand the 
language used.

Do you download any new PAYE codes from HMRC before each 
payroll run? Most PAYE codes are delivered electronically and you 
need to check using your payroll software whether new codes have 
been issued to your employees. Report to HMRC any oddities  
with PAYE codes, such as an incorrect name or NI number for  
an employee. 

HMRC is actively checking up on employers who are not using 
correct PAYE codes.

EMPLOYEE TRAVELLING 
EXPENSES  

BEST START FOR NEW 
EMPLOYEES  
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IT PAYS TO LOOK AFTER YOUR STAFF, INCLUDING ENSURING THEY GET NECESSARY 
TREATMENT FOR INJURIES INCURRED WHILST WORKING. HOWEVER IF YOU PAY FOR 
PHYSIOTHERAPY TO HELP WITH AN INJURY WHICH WAS NOT WORK-RELATED THIS WILL 
BE A TAXABLE BENEFIT FOR THE EMPLOYEE.

The tax rules relating to health treatments for 
employees are a confusing mess. Essentially, 
any health-related treatment provided to an 
employee and paid for by the employer is 
taxable unless it is:

• given whilst the employee is working 
overseas and the treatment is required to be 
given overseas;

• part of a package to allow an employee 
to return to work (capped at £500 per 
employee per year); or

• related to injuries or diseases resulting from 
the employee’s work.

Treatment such as counselling for mental 
illnesses is included if the employer can 
demonstrate that the therapy is required solely 
because of a work-related trauma or stress.

THE IR35 RULES ARE DESIGNED TO DISCOURAGE AVOIDANCE OF PAYROLL TAXES BY 
ORGANISATIONS WHO ENGAGE WORKERS THROUGH PERSONAL SERVICE COMPANIES 
(PSCS) OR OTHER INTERMEDIARIES RATHER THAN TAKING THEM ON TO THE PAYROLL. 
HENCE HMRC REFERS TO THE IR35 RULES AS ‘OFF-PAYROLL WORKING’.

The IR35 rules were altered from 6 April 2017 
for public sector contracts and they will change 
again for large and medium sized employers 
in the private sector from 6 April 2020. From 
then the operation of the IR35 rules should 
be standardised for larger engagers across 
the public and private sectors. If you provide 
services through your own PSC or partnership 
you should review the working relationships 
with your customers, particularly for contracts 
expected to extend beyond 6 April 2020.

First, check whether your customer will have 
to apply the revised IR35 rules from 6 April 
2020. If your customer’s business is ‘small’ your 
relationship with that business will continue to 
be governed by the existing IR35 rules. 

A ‘small’ business for this purpose is one which 
meets two or more of these criteria:

• annual turnover up to £10.2m;

• balance sheet total up to £5.1m; or

• no more than 50 employees.

When providing services to ‘small’ businesses, 
you must decide if your contracts are caught 
by IR35, and if they are, your PSC may need to 
account for PAYE on a deemed salary payment 
to you at the end of the tax year.

If your customer is not ‘small’ it is your 
customer who must decide whether your 
contract is caught by IR35 after 6 April 2020. 
If it is, your customer will deduct income tax 
and NIC under PAYE from your invoice before 
paying the net amount to your PSC. You will 
not become an employee of your customer but 
you will be taxed as if you were.

HEALTHY STAFF ARE 
HAPPY STAFF  

PREPARE FOR CHANGES TO IR35  



IF YOU HAVE STOPPED TRADING THROUGH YOUR OWN PERSONAL COMPANY AND HAVE 
NO FURTHER USE FOR IT YOU COULD SELL THE SHARES OR WIND IT UP TAKING OUT ANY 
VALUE AS CASH.

There is a limited market for second hand 
companies which do not hold any valuable 
assets, so winding up the company is probably 
the next best solution.

There are two ways to do this: a formal 
liquidation or an informal dissolution when you 
simply apply for the company to be struck off 
the register at Companies House.

A licensed insolvency practitioner needs to be 
appointed to carry out a liquidation and their 
fee will be at least £1,500. However, all the 
surplus funds can be paid to you as a capital 
gain. If this is done within three years of the 
date the company stopped trading you may be 
eligible to claim entrepreneurs’ relief, reducing 
the rate of tax payable on the gain to 10%. 

All the conditions for entrepreneurs’ relief 
need to be met for at least 24 months to the 

cessation of the trade, so we need to look 
closely at who held the shares during that 
period.

Using an informal dissolution up to £25,000 
of value from the company can be treated as 
a capital gain. If the amount distributed on 
dissolution of the company is greater than 
£25,000, then the whole amount is taxed as if 
it were a dividend. You may wish to reduce the 
value in the company by paying out a dividend 
before the dissolution process starts.

Beware of starting up a similar business within 
two years of winding-up your company as 
that can result in all the value received on 
liquidation of the old company being taxed as 
dividends.

THE UK TAX SYSTEM IS BASED ON THE INDEPENDENT TAXATION OF EACH 
INDIVIDUAL SO IT IS DIFFICULT TO REWARD COUPLES FOR BEING MARRIED, 
BUT THE MARRIAGE ALLOWANCE ATTEMPTS TO DO THAT. 

It is a transfer of 10% of the personal allowance from the partner who does not 
have sufficient income to use their full allowance (£12,500 for 2019-20) to their 
spouse or civil partner. The recipient of the marriage allowance must pay tax at 
no more than the basic rate of 20% (21% in Scotland).

When claimed, the marriage allowance is worth £250 for 2019-20. If you 
have claimed the marriage allowance for all years from its introduction 
in 2015-16 you will be £900 better off. The deadline for claiming the 
marriage allowance for 2015-16 is 5 April 2020.

You can claim it online: www.gov.uk/apply-marriage-allowance; by 
telephoning HMRC: 0300 200 3300; by writing a letter; or in a tax 
return. We can help you with this.

If you were widowed in the last four years, you can still claim the 
marriage allowance for years in which your partner was living 
from 6 April 2015 onwards.

WINDING UP YOUR COMPANY  

MARRIAGE ALLOWANCE  
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AS THE VAT REGISTRATION THRESHOLD IS TO BE FROZEN AT £85,000 UNTIL AT 
LEAST APRIL 2022, MORE BUSINESSES WILL BE DRAWN INTO THE VAT NET SIMPLY BY 
INCREASING THEIR PRICES BY INFLATION EVERY YEAR.

If you do not want to register for VAT you 
either have to keep your total sales low by 
working fewer hours or consider splitting the 
business into two entities, each with turnover 
under £85,000. Business splitting is legal but 
needs to be done correctly to be effective for 
VAT purposes.

First identify the separate products or services 
you supply and whether you provide them to 
different groups of customers. For example 
you may clean commercial buildings for 
business customers and domestic premises 
for non-business customers. The commercial 
cleaning services could be provided by a 
company and the domestic cleaning by a 
partnership.

Although you control both entities, the back-
office support must be managed carefully to 
ensure HMRC agrees that two businesses exist 
in practice.

You should: 

• set up separate bank accounts and 
insurance for each entity; 

• purchase supplies through distinct orders in 
the name of each business; and

• make sure the correct business bank 
account is used to pay for the goods 
acquired and deposit sales income.

If both businesses operate from the same 
address, set up a formal lease agreement 
under which one business sublets part of the 
area to the other. If employees work for both 
businesses the costs should be charged across 
at the point one business lends the employee 
to the other.

IF YOU BELIEVE THE ADVERTS, ACCOUNTING SOFTWARE IS REALLY EASY TO OPERATE - 
BUT THAT DEPENDS ON IT BEING SET-UP CORRECTLY.

When you use new software to submit VAT returns under MTD it must be configured for the 
particular circumstances of your business, for example:

• are you using the cash accounting scheme for VAT?

• if you use the VAT flat rate scheme (FRS), has the correct FRS percentage been picked within 
the software? or

• if bank-feeds are used does the software correctly code sales and purchases which are exempt, 
zero-rated or standard-rated for VAT?

Unless you are starting a new business with new software, the historical ‘opening balances’ will 
have to be typed into the new programme or read in automatically from the old software.

We suggest that you check a draft VAT return before attempting to submit it under MTD.  
We can help you with this.

If you have already submitted a VAT return under the MTD pilot it is not too late to check the 
figures. Penalties for mistakes in VAT returns can be up to 100% of the VAT underpaid and still 
apply if the return is submitted under MTD. If you have had a genuine problem with setting up your 
MTD software this may constitute a reasonable excuse for a mistake in reported figures but you 
must correct the error as soon as it is discovered.

HOW TO SPLIT A BUSINESS  

AVOID MTD MUDDLES  
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Newcastle:

t: (0191) 281 8191   

 Fernwood House, Fernwood Road, 
Jesmond, Newcastle upon Tyne NE2 1TJ 

Durham:

t: (0191) 388 3377

 Straughans, Hadrian House, Front Street, 
Chester-le-Street, Co. Durham DH3 3DB

e: wanttoknowmore@robson-laidler.co.uk    w: www.robson-laidler.co.uk


