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Welcome to the autumn edition of Genie, our quarterly newsletter.

In this edition, we cover a range of accounting and business topics including whether an IPO 
is right for your business and the implications that the Grenfell Tower disaster has for property 
owners. Find out more about HMRC’s new reporting requirements, the Common Reporting 
Standard (CRS) and what this means for international tax compliance.

We also provide an update on HMRC’s Making Tax Digital which sensibly is now being 
gradually introduced over an extended period.

If you would like any further information on any matters which have been covered in this edition, 
please get in touch with your usual GE contact. We hope that our readers have an enjoyable and 
successful end to 2017. 

by Colin Burns
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The Grenfell Tower tragedy has 
highlighted a few steps that anyone 
with a property portfolio or anyone who 
manages property on behalf of others 
should consider. 

Fire Risk Assessments 
In line with the relevant fi re safety 
regulations, your fi re risk assessments 
should be reviewed and updated 
as required and should include the 
following: 

•  Ensure that all fi ndings are 
understood and outstanding actions 
are completed; 

•  Undertake a review of fi re evacuation 
and emergency plans to ensure that 
they are still relevant; and 

•  Ensure that all fi re safety equipment 
and systems are maintained. 

Specifi c guidance around fi re risk 
assessments can be found in the Local 
Government Association guidance 
document – ‘Fire Safety in Purpose Built 
Blocks’. 

Communication 
We would recommend that relevant 
fi ndings or any changes are 
communicated to residents and other 
key stakeholders. 

Where actions are required of residents 
or there are changes in responsibilities, 
actions or procedures, these must be 
communicated effectively and validation 
received that these are understood.

Typically, your Local Authority, 
Fire Authority, Tenant Management 
Organisation or Landlord Managing 
Agent would be available to support 
these communications and should also 
be made aware of any fi ndings. 

Review your building, 
construction and materials 
In line with the requirements of The 
Insurance Act 2015, your duty to make 
a fair presentation to insurers includes 
disclosing all material circumstances 
which you know or ought to know. A 
material circumstance is something that 
would infl uence an insurer’s decision to 
offer insurance and on what terms. For 
property owners, this should include 
details of the construction of your 
property including any property with 
composite panels and cladding. 

There are many different types of 
composite panels and cladding 
available, many of which are acceptable 
to insurers. The combustibility of 
insulation material, even when not part 
of a panel system, should be considered 
carefully. Insulation, and insulation within 
composite materials, can generally be 
regarded under the following ascending 
categories; Combustible, Fire Retardant, 
Approved Fire Retardant, Fire Resistant 
and Incombustible. Insurers tend to 
recommend that the materials used 
should be fi re resistant or incombustible. 

Ultimately insurers require the materials 
used to comply with the relevant 
Building Regulations and Standards 
applicable at the time of installation, 
including the test criteria for their 
situation, location and the circumstance 
they are used in. 

For any property with either composite 
panels and/or cladding: 

•  If you have not previously disclosed 
that the construction of any of 
your buildings include composite 
panels and/or cladding we would 
recommend that you do so 
without delay; 

•  We recommend that property owners 
and managing agents check existing 
buildings, including the testing of any 
existing cladding systems; 

•  You should compile a list of 
properties over seven storeys 
for additional focus; 

•  We recommend that all planned 
construction and refurbishment 
contracts are reviewed to establish 
whether cladding will be utilised 
and the type of cladding systems 
used; and 

•  We recommend that property owners 
and managing agents utilise the 
services of a specialist surveyor to 
check existing buildings, including 
the testing of any existing cladding 
systems. 

by Richard Kleiner

Grenfell Tower
Implications for property owners
The following article from Jon Phillips of Lucas 
Fettes will be of interest to property owners in 
light of the horrifi c and tragic Grenfell Tower event 
and the repercussions arising from the aftermath.

http://www.geraldedelman.com/
http://twitter.com/GEsmartthinking
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While activity on the LSE has 
been curtailed to a certain extent 
pending clarity of the economic 
outlook as well as Brexit and the 
electoral vote, it is predicted that 
there will be a pipeline of IPOs that 
will come to fruition by October 
this year, triggering greater 
market confi dence. 

Attenborough added: “We’ve had 
a busy fi rst half of the year with 43 
IPOs to the end of June, raising 
about £6.2 billion. In comparison, 
there were 65 on the London 
market last year raising £5.6 billion, 
so we’re already ahead of last 
year’s run rate.”

Yet there are other factors affecting 
appetite, chiefl y the strength of 
competing sources of capital. 
Private equity is sitting on almost 
record levels of dry powder with 

sovereign wealth funds looking 
to signifi cantly expand into 
Europe.

There are many who believe 
this will be an ongoing 
trend with, as a result of 

the depressed pound, many 
foreign-based funds having 

been cherry-picking UK assets at 
a better price than could have been 
gained previously. 

For example, Logical, part of the 
South African IT group, Datatec, 
was due to be London’s largest 
IPO this year. Instead it sold to the 
Chinese sovereign wealth fund, 
CIC, for €12.5 billion having run a 
dual track process. 

It is also increasingly the case 
that management teams, either 
PE-owned or with signifi cant 
stakeholders, are getting frustrated 
that the sale is driven towards 
fi nancial or trade buyers when they 
see greater value and reward in 
listing the business on the stock 
market. 

Yet, there are success stories. 
Forterra, the leading UK producer 
of manufactured masonry 
products, whose investor took a 
phased exit, raised £370 million on 
the LSE.

Its CFO, Shatish Dasani explains: 
“The private equity house, Lone 
Star, very quickly realised the best 
way of maximising value was to do 
an IPO that enabled them to make 
a staggered exit from the holding. 

Initially, they sold 40 percent, 
ramping up to a complete sale 
over the last year. That was a core 
business consideration in Lone 
Star’s listing of the business.”

Its second option was to list in 
New York under its US group, but 
Dasani explains they were able to 
realise more value from fl oating in 
the UK where investors had a better 
understanding of the industry.

Both potential backers and Forterra 
took confi dence in the fact the 
company’s rival, Ibstock, went to 
market valued at £770.5 million six 
months prior, and industry cohorts 
Breedon and Eurotel were also 
recent entrants at that time.

Hitting the numbers
Using a series of IPOs to sell a 
business’ equity off in stages is 
becoming increasingly popular, in 
that incremental sell-offs over a 
period of time can produce more 
favourable results than just a large 
initial sell-down.

Waiting for your share price to rise 
before divesting your remaining 
stake is an effective way to realise 
greater value, but to do so you 
must hit your numbers – a key point 
for any business new to the 
public markets.

In a bid to master this, some 
companies choose to operate 
as though they are a PLC ahead 
of listing, ensuring their fi nance 
function is set up for public life 
ahead of the IPO. The market can 
be very unforgiving, at least in 
the short term, if you miss any 
of your targets and sometimes 
the damage can be permanent. 
It not only affects the business’ 
reputation; it can also affect the 
management team. 

British tool and equipment-hire 
company, HSS Hire Group, was 
valued at £325 million with an 
opening share price of 210p when it 
fl oated in 2015, yet its stock slipped 
25 percent having failed to hit both 
its fi rst and second set of numbers. 
Its current market value has slid to 
£134 million.

Owners must also fi nd the right 
price point when listing, ensuring 
a good return yet avoiding the 
temptation to fl oat at a price so 
high it doesn’t leave room for 
shareholder return.

Leadership capability

A strong leadership team with 
experience of fl oating and of life 
as a public company will be vital in 
achieving a company’s goals. 

Having supported numerous 
executives as they’ve worked 
through the IPO process, Camilla 
Perselli, Relationship Manager at 
Criticaleye, sees fi rst-hand the need 
to build leadership capability in 
advance. “In particular it’s essential 
to strengthen the skills of the team 
below so that they can continue to 
hit their numbers as the top team 
focus on the IPO,” she says.

“The biggest, yet quite common 
mistake, is to underestimate the 
energy and commitment it takes to 
implement an IPO. Believing you 
can have one eye on fl oating and 
the other on running the business 
means you’ll underperform on 
both.” 

External support is crucial, 
especially if you’re not able to plug 
the skills requirements internally. 
In particular, there is a growing 
trend for strong Investor Relations 
specialists and external project 
managers, as Dasani notes. 

“I’d spoken to a couple of CFOs 
who’d used project managers and 
had advised me that I should do the 
same. I think it’s good advice but 
by the time I arrived the process 
was too far gone, so we used 
external advisors to provide that 
support,” he says.

“It is an expensive process so 
we were very clear with advisors, 
whether they were on fi xed or 
variable fees, making sure they 
understood payment terms, what 
success looks like, and where the 
milestones were.”

There is plenty of advice and 
support available for those who feel 
ready to fl oat, but those wanting 
to wait should not fall silent. In 
fact, it’s essential to stay both 
up-to-date with the market and 
communicative with investors.

“We often hear from investors that 
they’re interested in getting to know 
businesses much earlier in the 
process, there’s no such thing as 
too early. They’ve always got time 
to meet with interesting businesses, 
it doesn’t matter if there’s no capital 
raising event,” says the LSE’s Tom.

Is an IPO right for your business?
Financial markets hate uncertainty and yet, for UK businesses, it’s the ‘new normal’.  According to 
Tom Attenborough, Head of International Business Development, Primary Markets at the London 
Stock Exchange (LSE), many are starting to acclimatise to the unknowns. “The idea of sitting and 
waiting until everything is completely clear two or more years down the line isn’t really an option 
for many people,” he says.

Waiting for your 
share price to rise 
before divesting 
your remaining 
stake is an 
effective way to 
realise greater 
value.

by Richard Kleiner



HMRC’s Let Property Campaign has been established 
to allow individual landlords who rent out residential 
properties to bring their current and past tax affairs 
up to date. It may be the case that as a landlord, you 
are unsure of your liabilities in relation to tax on rental 
income. If you haven’t declared your rental income to 
HMRC you should seek tax advice from an experienced 
professional to help establish your circumstances.

It is only a matter of time before HMRC will contact 
landlords with undeclared rental income. HMRC have 
established a network though letting agents, land 
registry and their new connect software to track down 
landlords with undeclared income.

If you do owe tax on rental income you must disclose 
this to HMRC. Once you do, you will have three months 
to calculate and pay any outstanding tax arrears or face 
the possibility of a tax investigation. 

Let Property Campaign Penalties

Property owners looking to voluntarily take advantage 
of the Let Property Campaign can expect to receive 
penalties of between 0% and 20% of the unpaid tax on 
rental income, compared to penalties of up to 100% for 
UK source income or 200% for offshore related income, 
if HMRC opens a full tax investigation.

The level of penalty when a voluntary disclosure is 
made will be determined by the nature of the error 
and the reasons behind the lack of payment. We can 
assist you in this process and liaise with HMRC on your 
behalf.

Who is the HMRC Let Property Campaign 
available to?

The campaign is available to individual residential 
property landlords who: 

• Rent a single property; 

•  Rent multiple properties in a portfolio; 

•  Have lodgers in their main home paying more than 
£7,500 a year or £3,750 a year if the property is jointly 
let; 

•  Live abroad and rent out a property in the UK; 

•  Live in the UK and rent out a property abroad; 

•  Rent out a holiday home sometimes used by the 
landlord themselves.

Exclusions under the Let Property Campaign

The scheme is not available to commercial property 
landlords or companies or trusts that rent out 
residential property.

Benefi ts of disclosing under the Let Property 
Campaign 

The benefi ts of declaring your rental income before 
HMRC write to you are the favourable terms and 
potentially lower penalties, as if HMRC were to 
approach you then they could impose penalties of up 
to 100% or 200% of the tax liability.

How we can assist you in getting your tax 
affairs in order

We can ensure that you are compliant by:

1.  Taking the time to assess and understand your full 
circumstances;

2.  Preparing rental accounts for all applicable years 
ensuring that maximum tax relief is obtained for the 
years in question;

3.  Reviewing your other income for the years in 
question; 

4.  Calculating the interest and penalties due based on 
your tax position and your specifi c circumstances; 

5.  Preparing the disclosure report under the Let 
Property Campaign;

6.  Liaising with HMRC throughout the process and deal 
with subsequent queries from HMRC;

7.  On successful completion and agreement with 
HMRC, ensure that you remain complaint with HMRC 
in the future.

We have prepared and submitted several disclosures 
using this campaign and our clients who have used this 
route have been happy with the outcome.

Please note that although the Let Property Campaign 
was introduced in 2013 and was only supposed to 
be for an initial 18-month period, due to its success it 
remains open. It is not clear when HMRC will withdraw 
this facility, so if you feel this may be relevant to you 
please contact your usual Gerald Edelman contact.

333

HMRC 
Let Property 
Campaign for 
Landlords

by Amal Shah

It is only a matter 
of time before 
HMRC will contact 
landlords with 
undeclared rental 
income.

http://www.geonlinesolutions.com/
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I am often asked for tips when it 
comes to increasing the success 
and conversion rate of seeking 
fi nance from external sources and 
when preparing funding proposals.

I recently read an interesting article 
which sets out the top 10 tips for 
increasing success when preparing 
funding bids and proposals. These 
are summarised below. 

1.  Follow the proposed funders’ 
criteria: This may sound simple, 
but all too often many groups 
simply focus on what ‘they’ 
want and make an application 
for funding without carefully and 
accurately following the criteria 
of funding bodies. This is likely to 
frustrate the funders and lead
to rejection.

2.  Differentiate your business: 
Don’t duplicate the market unless 
there are good grounds for 
doing so.

3.  Think outside the box: Funding 
organisations are getting tired 
of the same old ideas. Give your 
bid the wow factor; highlight how 
you will tackle a problem in a 
particularly creative or 
innovative way.

4.  Determine your priorities: Most 
funders want evidence that you 
actually know what your business 
priorities are. Your proposal 

needs to show how these will 
fi t into the wider picture of your 
business vision and strategies. If 
it doesn’t, you haven’t done 
your homework.

5.  So you’ve written the bid but…: 
Always contact the funder fi rst 
and ask if they’re willing to have 
a quick look and provide any 
comments. This shows the funder 
you are keen and using your 
initiative, offers the opportunity 
for valuable feedback before you 
submit, and most importantly, it 
enables you to build a relationship 
with the funder and a chance for 
them to become familiar with 
your group, which in turn gives 
you credibility.

6.  Find out what your market 
needs: Putting in an application 
without properly assessing 
market needs and fi nding out 
what your targets want is one of 
the biggest mistakes that you can 
make. Simply assuming you know 
what the problems are will not be 
enough – you need to prove that 
this need exists and demonstrate 
that you have undertaken relevant 
consultation.

7.     Get yourself an annual report: 
An annual report for your 
organisation is a good way of 
showcasing your credibility 
and track record. If written and 

compiled properly, it can really 
help turn the tide in your favour 
and give you success in bid 
writing, if used in conjunction 
with the rest of these top ten tips.

8.  Be clear about your vision: 
Organisations without a vision 
tend to be those that run around 
for bits and pieces of funding 
from all over the place, are not 
sure of what they want to achieve 
and try to do a bit of everything. 
This can be disastrous for a 
group’s sustainability.

9.  Build relationships: 
Start effective networking with 
mainstream agencies and other 
third parties as well as with other 
groups in your area. Let them 
know what you offer and where 
relevant, how you complement 
their services. If the opportunity 
arises, don’t hesitate to work in 
partnership with other agencies – 
it could enhance your credibility if 
done well.

10.  Finally: Ensure that your 
organisation’s fi nances are 
properly managed and that there 
is no room for poor accounting. 
Showing effective, accountable 
and transparent management 
techniques is a major plus point 
for funders. 

by Richard Kleiner

If the opportunity 
arises, don’t 
hesitate to work in 
partnership with 
other agencies – it 
could enhance 
your credibility if 
done well.

Top 10 tips for increasing 
funding success when preparing 
funding bids and proposals

I am often asked for tips when it needs to show how these will compiled properly, it can really 

funding bids and proposals
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Business Property Relief (“BPR”) is the most signifi cant 
relief from Inheritance Tax arising in the event of death, 
at a 40% tax rate. The relief is usually at the rate of 100%.

Most trading businesses qualify for this relief in full. This 
means that in the event of death, the value of a business 
can be passed down to the next generation without any 
tax being payable, or more importantly funded. This 
could lead to the break-up of businesses which the 
relief is designed to prevent.

However, the key issue is this - did the deceased leave 
an interest in a trading business?

In Executors of The Estate Of Marjorie Ross (Deceased) 
v HMRC [2017], the letting of eight holiday cottages was 
held not to qualify for Business Property Relief as it was 
mainly an investment activity.

•  Business Property Relief (BPR) provides relief from 
Inheritance Tax (IHT) on the transfer of relevant 
business assets at a rate of 50% or 100%.

•  There is no BPR if the business or company is one 
which is “wholly or mainly” dealing in securities, 
stocks or shares, land or buildings, or in the making 
or holding of investments.

Mrs Ross owned a two thirds share in a partnership 
which consisted of holiday accommodation; being eight 
holiday cottages and two fl ats at one site and a further 
house at a different location.

•  The fl ats were leased to an employee of the 
partnership and a neighbouring hotel, which Mrs Ross 
had previously owned.

•  In return for a percentage of partnership turnover, 
the hotel provided various services to guests of the 
cottages such as meals and reception services.

•  Other services provided to guests included a 
welcome pack, free Wi-Fi, the changing of bed linen, 
laundry facilities and an on-site handyman.

•  The partnership employed three staff members. 
General management activities in respect of the 
properties were undertaken by Mrs Ross’ daughter.

•  Following Mrs Ross’ death, a claim was made 
for Business Property Relief on the basis that the 
business should be looked at as a whole - the majority 
of costs incurred related to the holiday lettings and 
not the investment in the properties and this, together 
with the level of non-investment related services 
being provided, should be suffi ciently signifi cant to 
overcome what was otherwise an investment activity.

 The Court decided that it was necessary to step back 
and look at the business as a whole, however, the 
test is a qualitative test of the nature of the business, 
not merely a quantitative test about the extent of the 
activities carried out by those who run it, and therefore 
an overly formulaic approach should be discouraged.

The essence of what was being provided here was 
the right to rent land in the form of one of the cottages 
for a specifi c period. Whilst the appellants provided 
higher levels of services with their furnished holiday let 
accommodation than in previous cases heard by the 
Courts, it was not suffi cient for the activity to be classed 
as business activity, rather than as investment activity.

 The appeal was therefore dismissed and it does seem 
to mark the death knell for BPR planning with holiday 
property lettings unless the activity is much closer to 
the running of a hotel with extensive related services.

by Colin Burns

The latest tax case 
on Inheritance Tax – 
Business Property Relief

The key issue 
is this – did the 
deceased leave 
an interest in a 
trading business?



Access your fi nancial data anytime on any device 
through our new secure online platform.

GE Online Solutions brings your accounting into the digital age, streamlining your processes 
through fast and simple data capture, providing real-time information at your � ngertips.

Take advantage of a complimentary consultation with one of our advisers 
to discuss how this innovative service may bene� t your business.
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In the summer edition of Genie we 
featured an article regarding the 
Government proposals known as 
Making Tax Digital (MTD) and how 
they could affect you. The 
Government has since announced a 
revised timetable for the introduction 
of Making Tax Digital for Business 
(MTDfB). Unincorporated 
businesses, including landlords, 
were expected to be the fi rst to see 
signifi cant changes in the recording 
and submission of business 
transactions but the government 
has announced a delay to the 
implementation of the new rules.

The new timetable is being 
introduced following concerns 
raised by the Treasury Select 
Committee, businesses and 
professional bodies regarding the 
implementation of the new rules to 
hopefully ensure a smooth transition 
to a digital tax system.

The Government has confi rmed that 
under the new timetable:

•  Businesses will now not be 
required to use the Making Tax 
Digital for Business system until 
April 2019 and then only to meet 
their VAT obligations. This will 
apply to businesses who have a 
turnover above the VAT threshold.

•  These businesses will be able 
to provide quarterly updates for 
other taxes too, but there will be 
no mandatory requirement to 
do so. Similarly, businesses that 
are not VAT registered and those 
below the VAT threshold who have 
voluntarily registered for VAT can 
opt to use the system.

•  The Government will not widen the 
scope of Making Tax Digital for 
Business beyond VAT before the 
system has been shown to work 
well, and not before April 2020 at 
the earliest. This will ensure that 
there is time to test the system 
fully and for digital record keeping 
to become more widespread.

VAT quarterly returns
The Government has stated that: 

‘…as VAT already requires quarterly 
returns, no businesses will need to 
provide information to HMRC more 
regularly during this initial phase 
than they do now’. 

What this statement does not 
highlight is the fact that currently 
many businesses do not submit 
VAT returns directly from 
accounting software but often 
use spreadsheets. HMRC has 
previously stated that spreadsheets 
will need to meet all the necessary 
requirements of MTDfB (i.e. it 
will not be suffi cient just to keep 
a record of each transaction but 
also provide quarterly summary 
information). 

The Government has also 
stated that:

‘HMRC will start to pilot Making 
Tax Digital for VAT by the end of 
this year, starting with small-scale, 
private testing, followed by a wider, 
live pilot starting in Spring 2018. 
This will allow for well over a year of 
testing before any businesses are 
mandated to use the system.’

Introduction of cash 
basis for landlords
Alongside the changes being 
brought in by MTDfB, there are 
also proposed amendments 
to the way that unincorporated 
property businesses account 
for their property income. These 
proposals will make ‘cash basis’ 
accounting the default option for 
smaller unincorporated property 
businesses unless they elect to use 
the ‘accruals basis’.

The ‘cash basis’ means the business 
accounts for income and expenses 
when the income is received and 
expenses are paid. The ‘accruals 
basis’ means accounting for income 
over the period to which it relates 

and accounting for expenses in 
the period in which the liability is 
incurred.

These changes will be published 
in this Autumn’s Finance Bill and 
will come into force from 6 April 
2018 for income and expenditure 
transactions, although a decision 
as to whether to use the new cash 
basis or maintain the existing 
accruals basis does not have to be 
made until the 2017/18 tax return is 
submitted.

Other aspects of the 
Making Tax Digital 
(MTD) project
Implementation of other areas of 
the MTD project will continue. In 
particular, the objective of bringing 
together each individual taxpayer’s 
information into one online platform 
– a Personal Tax Account – will 
continue to be progressed. For 
example, banks and building 
societies will, from April 2018, be 
required to report information to 
HMRC earlier and more frequently, 
than is currently required. This 
information will then feed into the 
Personal Tax Accounts and will 
be used by HMRC to estimate tax 
liabilities.

We will, of course, keep you updated 
on developments in regard to MTD 
and whether we think it works. Our 
day to day experience of the present 
system is challenging to say the 
least and we do not share HMRC’s 
confi dent assertions. Please speak 
to your usual GE contact if you have 
any questions.

Making Tax Digital 
for Business –
An update

These changes 
will be published 
in this Autumn’s 
Finance Bill and 
will come into 
force from 6 April 
2018 for income 
and expenditure 
transactions...

by Amal Shah



Access your fi nancial data anytime on any device 
through our new secure online platform.

GE Online Solutions brings your accounting into the digital age, streamlining your processes 
through fast and simple data capture, providing real-time information at your � ngertips.

Take advantage of a complimentary consultation with one of our advisers 
to discuss how this innovative service may bene� t your business.

Please get in touch with your usual Gerald Edelman contact or alternatively speak to Deval Patel or Ajay Shah

020 8492 5600  •  geonlinesolutions@geraldedelman.com  •  www.geonlinesolutions.com

In our summer edition we featured 
the article “Save time and money 
by managing your fi nances in the 
cloud” in which we introduced our 
new cloud based accounting service 
GE Online Solutions. 

Whether you are a landlord with 
one rental property or a property 
manager or investor with hundreds, 
GE Online Solutions will help bring 
your bookkeeping system into the 
twenty-fi rst century and create more 
time for you to manage your real 
estate portfolio. Also, with Making 
Tax Digital (“MTD”) on the horizon, 
landlords will be required to declare 
quarterly submissions of their rental 
income and property outgoings. 
Cloud based accounting software 
enables you to record your business 
transactions digitally to ensure you 
are ready for MTD. There are many 
other advantages of using cloud 
based accounting software to help 
you stay on top of your property 
portfolio, such as:

Easily managing tenants 
and rental activity 

•  Easily view active tenants and 
their status in one report.

• Manage sublet situations.

• Manage security deposits.

•  Track rental information including 
tenant and landlord names, lease 
renewals dates, rental rates and 
more.

• Track vacancies by property.

Accounting and administration 

•  Automatically create rent invoices 
every month/quarter.

•  Track maintenance expenses for 
each property.

• Generate lists of outstanding rent.

•  Automatically generate letters for 
rent increases.

•  Track maintenance management 
as well as job costs by unit.

•  Create classes for your properties, 
so you can generate profi t and 
loss statements for individual 
properties or projects.

•  Generate statements showing 
delinquent rent, late fees and 
other charges.

•  Generate customizable reports to 
show you how your business is 
performing.

Let direct bank feeds do 
the work for you

•  Simply connect your bank 
account directly to cloud based 
accounting software for free, 
to enable transactions to be 
automatically matched to your 
invoices and expenses.

Collaborate with your 
accountant

•  Both you and your accountant 
can have easy access to review 
your books and be prepared for 
MTD, with all your transactions 
reconciled in one click.

To discuss how we can assist you 
in readiness for MTD using our GE 
Online Solutions service, and to 
manage your property portfolio 
more effi ciently, please get in touch 
with your usual Gerald Edelman 
contact or alternatively speak to 
Deval Patel or Ajay Shah on 020 
8492 5600.

7

Landlords – gain better control 
over your property portfolio 

by Ajay Shah

mailto:geonlinesolutions@geraldedelman.com
http://www.geonlinesolutions.com/
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VAT and zero-rating for 
subcontractors on dwellings 
Within the construction industry, VAT rates differ depending on the proposed purpose of any new building.  
If you operate within the construction industry, you need to ensure that you are charging VAT at the correct 
rate and that any subcontractors also apply the correct VAT rate for the work being carried out.

In a landmark VAT case on a student 
accommodation project, the First-
tier Tribunal ruled that contractors 
should no longer be required to 
pay 20% VAT on subcontractors’ 
services and that the subcontractor 
may determine the building category 
that should apply for zero-rating 
purposes.

During the construction of a large 
block of studio fl ats in Leicester, a 
subcontractor was continuing to 
charge VAT for their services despite 
the main contractor applying a zero-
rating for the work, meaning the 
taxpayer ended up paying out VAT 
on the subcontractor’s invoices. 

The First-tier Tribunal has recently 
decided that, for VAT purposes, 
the block of studios was made up 
of dwellings. The construction of 

the building was also regarded 
as being for a relevant residential 
purpose (“RRP”- i.e. student 
accommodation), however, the 
zero-rating relief for such a building 
does not cover supplies provided 
by subcontractors. The question for 
the First-tier Tribunal was therefore 
whether a subcontractor working 
on a building that qualifi ed as 
“dwellings” for VAT purposes but 
also qualifi ed as a building that 
could be used for a RRP, could 
choose to zero-rate their work

HMRC’s present guidance states 
that the main contractor (who in this 
instance had determined that the 
“relevant residential” relief would 
be relied upon) determines whether 
zero-rating should apply to services 
provided by a subcontractor. 

However, the First-tier Tribunal 
found that there was no legal basis 
for HMRC’s guidance and that 
subcontractors can determine 
for themselves whether they are 
working on a dwelling, or a building 
being used for a RRP.

If you are involved in the 
construction sector, you should 
always review the VAT liability of 
your work from a VAT perspective 
to confi rm that the correct rate of 
VAT is being charged with a view to 
ensuring that costly mistakes are 
not made. Please get in touch with 
your usual Gerald Edelman contact 
should you have any questions.

by Colin Burns

by 
David Convisser

HMRC Property Taskforce 
Investigation unearths 
seven year Capital Gains 
Tax fraud

HMRC Property Taskforce 

In recent years, HMRC have made tax avoidance crack-
downs a priority, launching specifi c taskforce campaigns 
intended to encourage taxpayers to disclose all income, 
gains, tax…etc, which has not previously been declared, 
in exchange for reduced penalties for those who 
declare sooner. 

Despite these initiatives, certain individuals and 
companies have chosen to persistently evade the 
payment of taxes resulting in the need for HMRC 
to frequently conduct investigations into those who 
continue to avoid their obligations. 

One such investigation involved a Hampshire property 
landlord, who failed to declare £157,725 in Capital 
Gains Tax (CGT) due from the sale of properties. 
HMRC’s property taskforce campaign unveiled that for 
a seven year period, the landlord failed to declare profi t 
earned from the sale of some of his property portfolio. 

Consequently, upon criminal investigation he was found 
guilty of cheating the public revenue and fraud by false 
representation, and was subsequently sentenced to two 
years and three months imprisonment.

Property landlords should be aware that such offences 
are taken very seriously by HMRC and the prosecuting 
authorities. Upon sentencing the landlord, the judge said: 
‘The jury found you guilty of dishonesty. This is a serious 
matter, you deliberately failed to pay your CGT over 
several years.’.

Landlords should always ensure full disclosure to avoid 
costly, unwelcome and embarrassing tax investigations. 
Please feel free to get in touch with your usual Gerald 
Edelman contact to discuss your tax obligations or any 
other concerns. 
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With effect from 1 April 2017, the 
rate of corporation tax reduced from 
20% to 19%. Subject to legislation, 
from 1 April 2020 the rate will be 
further reduced to 17%. Whilst 
corporate tax appears to be getting 
cheaper - valuable reliefs are still 
available to companies. There has 
been a reasonable increase in the 
number of companies applying for 
research and development tax relief 
however, a less widely known relief, 
Land Remediation Relief (LRR), is 
also available.

Land Remediation Relief was 
introduced in 2001 to address 
market failure in restoring land that 
had been previously blighted by 
industrial use. The relief applies 
to both capital and revenue 
expenditure and was extended in 
2009 to encourage work to bring 
derelict land back into productive 
use. Whether a site qualifi es as 
derelict or contaminated are 
separate issues, although in reality, 
sites that are derelict are often 
contaminated as well.

Land is defi ned as being derelict for 
the purposes of Land Remediation 
Relief if it is:

• not in a productive state; and

•  cannot be put into a productive 
state without the removal of 
buildings or other structures.

The term “productive state” has a 
broad meaning. It includes land that 
is in economic use, for example 
as retail premises or a car park, 
and land that has a social use 
such as housing or a recreational 
area. Additionally, the presence of 
buildings or structures on the site 
must be preventing the site from 
being brought back into productive 
use.

The land itself has to have been 
derelict since 1 April 1998. A 
company that allows a property to 
become derelict cannot claim Land 
Remediation Relief for expenditure 
incurred in bringing it back into 
productive use. The land must 
have been derelict when it was 
fi rst acquired by that company or a 
connected party.

The current types of work on 
derelict land that qualify for 
relief are:

•  Removal of post tensioned 
concrete heavyweight 
construction; 

•  Removal of building foundations 
and machinery bases;

•  Removal of reinforced concrete 
pile caps; 

•  Removal of reinforced concrete 
basements; or 

•  Below ground removal of 
redundant services.

LRR can be claimed on the cost of 
employing staff who are engaged 
in carrying out the remediation, 
the cost of materials that are 
used and on payments made to 
subcontractors that are assisting 
with the remediation (including 
certain professional fees). The relief 
is available for such costs whether 
they are capitalised or expensed in 
the P&L. A business can claim relief 
in one of two ways:

1.  It can offset 150% of its qualifying 
expenditure against taxable 
profi ts; that is, it can reduce the 
amount of profi ts on which it has 
to pay tax by an additional 150% 
of the spend for revenue costs, or 
an additional 150% of the spend if 
the costs were capitalised.

2.  For loss making companies 
a tax credit (cash in hand) 
can be claimed at 16% of the 
qualifying land remediation loss 
surrendered. This equates to 
24p per £1 spent (150% x 16%). 
Where a land remediation tax 
credit is paid, the qualifying 
land remediation expenditure 
relating to the loss surrendered 
to HMRC is treated as not being 
an allowable deduction for 
computing chargeable gains or 
allowable losses for corporation 
tax purposes.

The accounting treatment 
determines when a company can 
claim Land Remediation Relief for 
revenue expenditure. A company 
claims Land Remediation Relief 
for qualifying revenue expenditure 
in the accounting period where 
the expenditure is deducted in 
calculating the profi ts in accordance 
with generally accepted accounting 
practice.

LRR is often not maximised, as 
it must be actively claimed. If the 
savings are factored into appraisals 

at bid stage, prospective bidders 
may be able to enhance their bid 
accordingly. Retrospective claims 
are available on expenditure 
incurred within two years from 
the year end within which the 
expenditure was incurred.

Examples of remedial work to 
contaminated land are as follows:

•  The installation of a membrane, 
or extra thick topsoil, to prevent 
soil contaminants reaching the 
surface.

•  Removal of oil following a leakage 
from storage.

•  Eradication of Japanese 
knotweed at a site.

•  Removal or safe containment 
of asbestos.

The only restrictions are that a 
company is not entitled to claim 
where any of the following applies:

•  The land is in a contaminated 
state due to the claimant 
company.

•  The claimant company does not 
have a ‘major interest’ (freehold or 
a minimum lease of 7 years) in 
the land.

•  The expenditure has been 
subsidised, for example by 
grant funding.

•  The acquisition cost of the land 
was specifi cally discounted in 
order to account for the cost of 
remediation works and stated as 
such in the purchase agreement.

•  A company cannot make 
an election to treat capital 
expenditure as qualifying 
expenditure for Land Remediation 
Relief if it could claim under 
any of the reliefs relating to 
capital allowances, for example, 
Plant & Machinery Allowances, 
Agricultural Buildings Allowances 
and Business Premises 
Renovation Allowances.

In conclusion if you are considering 
the purchase of a former industrial 
site or land on which chemicals 
were stored e.g. a former garage, 
consult us at survey stage so we 
can advise on the extent of the tax 
reliefs available. This may allow 
you to increase your offer price to 
secure the deal.

Property Development 
and Investment Land 
Remediation Relief

by Sarah Burns

Land Remediation 
Relief was 
introduced in 
2001 to address 
market failure 
in restoring land 
that had been 
previously blighted 
by industrial use.
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If you think that a sale may be in your business’ future, 
it’s not as simple as mounting a for-sale sign and inviting 
bids. There are lots of factors you need to take into 
consideration and many steps to prepare. Making smart 
strategic decisions will help you to achieve the highest 
possible valuation for your company.

Some points to consider when planning the eventual 
sale of your business are:

1. Make yourself redundant 

You need to remember that you’re selling the business, 
not yourself. Prospective buyers will want to see a 
strong, supportive management team in place. This 
indicates that the business will continue to be successful 
long after you’re out of the picture. An easy question to 
test this is:

“If I go on vacation for a month can the business run on 
its own?”

The best advice is to “make yourself redundant” before 
a business sale starts as this can become a deal 
breaker. A buyer should be buying your business and 
not you. You need to demonstrate that the business can 
fl ourish without you so that you can exit without issue.

2. Prepare early

You need to start thinking about ways to maximize 
profi tability before you even decide to sell your business. 
Starting to consider these initiatives mid-sale means you 
have missed your best opportunity to enhance value.

Ideally you want to have demonstrable and higher 
earnings when it’s time to sell. Focus on achieving 
those operational effi ciencies, cost reductions and 
other value enhancers in advance so they can be easily 
demonstrated to a potential buyer.

3. Look at cost effi ciencies

You don’t need to wait until you have a potential sale 
opportunity to clean up the balance sheet and improve 
business effi ciency. Look for opportunities to remove 
non-business assets (does the business really need non-
trading assets?) and monetise redundant or under-used 
assets ahead of a transaction. Focus on spending and 
expense control opportunities.

4.   Have strong fi nancial controls and processes

Having a good and effi cient fi nance function in place is 
a good start to implementing strong  fi nancial controls. 
Take time to really understand your business operations 
and look at profi tability from an objective standpoint.

Reliable fi nancial statements and accurate, timely 
reporting are attractive features that often infl uence a 
buyer’s decision.

Presenting your business with solid cash fl ows, strong 
management teams and lower capital expenditure 
requirements, will position your business as an attractive 
proposition.

5.   Reduce customer concentration

Diversifi cation is more than just a concept for managing 
your stock portfolio. To many buyers, an ideal business 
has a broad customer base with only relatively modest 
customer concentration. 

Some customer concentration may be an unavoidable 
reality for many businesses. However, having signed 
contracts with your customers and being on approved 
bid lists provides potential buyers with the confi dence 
that customers will be retained with the business even 
after the transfer of ownership.

Preparing 
your private 
business for sale
10 tips to help 
you get ready
As a private business owner, you will know 
that every major business decision requires 
careful thought and preparation. What more 
signifi cant decision is there than deciding 
to sell your business?
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Buyers understand what a good 
business looks like – but you need 
to “show them the dream” or the 
(potential) growth story.

You need to 
remember that 
you’re selling 
the business, 
not yourself.  
Prospective 
buyers will want 
to see a strong, 
supportive 
management 
team in place.

by Richard Kleiner
6.  Articulate your vision

Buyers understand what a good business looks like – 
but you need to “show them the dream” or the (potential) 
growth story. Take the opportunity to clearly articulate 
your growth story to buyers and help them understand 
the vision and goals you’ve set for the business.

Describing the company culture can be key to helping 
buyers understand what the future business and 
prospects could look like.

7.   Offer a realistic and supportable forecast

To most buyers, you’re selling the future and with that, 
the future cash fl ows. Have a realistic and supportable 
forecast. This points to the credibility of management 
and the quality of the business. 

Providing potential buyers with forecasts that are 
reasonable, believable and achievable (with some degree 
of specifi city or detail) can further demonstrate the 
underlying value of a business.

8.   Separate family issues from business issues

When it’s time to sell the business, you need to take the 
“family” out of the family business. Bring to the surface 
and address hidden family issues where possible, 
clean up excluded assets that may be included in the 
business, and restructure “shareholder expense habits” 
to proactively normalise your books for the sales process 
prior to putting the company up for sale.

From a buyer’s perspective, this provides increased 
confi dence in the business and gives greater certainty in 
the negotiations and decision-making process.

9. Working capital: understand it, manage it,   
 reduce it!

Working capital is often an overlooked source of value, 
but it can be diffi cult for an owner to fi rmly grasp. 
Working capital is the lifeblood of a business and 
buyers expect to receive a “normal” level. Many private 
businesses have challenges with properly managing this 
“cash” in the business (AR (trade debtors) + inventory + 
prepayments – AP (trade creditors)) and many have room 
for signifi cant improvement.

Managing working capital requires both time and effort, 
but it can free up “trapped” cash and can lower the total 
level of working capital buyers expect to be delivered.

10. Seek professional advice

Advice from experienced and trusted advisers can 
provide you with sizable savings and add value.Ensure 
that you have the right team of professionals helping 
you with accounting, tax, legal, transaction and mergers 
and acquisitions matters. Each will have their own role 
in the sales process and can provide you with different 
perspectives and expertise in their respective areas.
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Like it or not, social media is the 21st 
century way of building relationships, 
both personal and professional.
As the preeminent B2B social networking platform 
available today, LinkedIn, with more than 500 million 
(and growing) members, should be part of your social 
media strategy if you’re a business owner or busy 
professional looking for clients, referrers or partners. 
But is LinkedIn really worth your very limited time and if 
so, how? 

Small and medium sized businesses are invariably 
stretched for time and resources when it comes to 
business development and marketing initiatives. 
LinkedIn, although not a substitute for face-to-
face interaction or having a professional, content 
rich website, can be a highly cost-effective tool for 
raising your professional and personal brands online 
in addition to building and reinforcing key business 
relationships. Through the power of its huge network, 
you can expand your reach in a way that conventional 
offl ine networking could never do. With its portfolio of 
engagement and content-sharing features, LinkedIn 
helps you maintain front of mind awareness with the 
specifi c people you want to reach, as well as helping 
you build and reinforce those valuable relationships 
on a regular basis without having to leave your offi ce, 
employ people or fi nance expensive marketing projects 
to do it for you. 

So, if you’d like to get to grips with how to use LinkedIn 
to support your current business development and 
marketing activities, here are our fi ve top tips:

1.  Be strategic

Who hasn’t wasted an hour or more on LinkedIn 
looking up people you were at school or university with 
20 years ago? While LinkedIn is absolutely a highly 
cost-effective way to build, reinforce and expand your 
business network, it’s also a potential black hole if 
you don’t have a strategy for how to use it. So just like 
any business development or marketing initiative, you 
need to set your goals, identify and carry out a series 
of activities to reach those goals, and then evaluate 
the results. Key questions to ask yourself from the 
outset are: who do I want to build relationships with on 
LinkedIn and what message(s) do I want to convey to 
them?

It is important to start by optimising your LinkedIn 
profi le and work towards cultivating relationships to 
the point you can take them offl ine. However, as with 
all strategies, the success of your LinkedIn strategy will 
rely on how consistently you action it. 

2.    All roads lead back to your profi le

Your LinkedIn profi le is like your shop window. It’s a 
place where you can demonstrate how you add value 
to your clients, showcase the benefi ts of working with 
you over a competitor and share your expertise and 
experience. As every feature on LinkedIn starts and 

Is LinkedIn worth 
your time?
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by Susan Kench

ends with members’ profi les, make sure that your 
profi le reinforces your credibility rather than dilutes it. 
Badly written content, spelling and grammatical errors 
or content or images (including your profi le picture) 
which are not suitable for a professional business 
environment could stop a prospect getting in touch 
and encourage them to seek out a competitor instead. 
No prizes here for selecting the profi le photo that best 
positions the LinkedIn member as a credible business 
professional:

In addition, search engines typically rank social 
networks highly, so if you have a LinkedIn profi le and 
a prospect Googles you, your profi le will invariably 
appear on page 1 - sometimes above your website. 
What will that prospect see when they click on that 
link? If you haven’t already done so, Google yourself 
and view your profi le through the eyes of a prospective 
client or referrer. Does your profi le read/look like 
someone who you would like to do business with? 

3.   Use content to raise your credibility 
and your visibility

Though it may be unwelcome news to some, regularly 
sharing well-written, interesting, useful and relevant 
content from your LinkedIn profi le is a key way of raising 
your professional brand with your target audience(s). 
For those who enjoy writing, LinkedIn offers a free 
publishing platform – accessed from the ‘Write an 
article’ link on your homepage. But if writing articles or 
blogs always falls to the bottom of your to do list, you 
can also demonstrate your expertise or knowledge in a 
fi eld and stay front of mind with your target audience by 
regularly sharing curated content from your homepage. 
The key to using the ‘Share an update’ feature is to 
regularly post content that will 1) add value to your 
target audiences’ or prospective clients’ businesses 
and 2) that you can use as a platform to demonstrate 
your own knowledge and expertise. So, make sure 
to share your take, offer an opposing view or maybe 
ask others for their view on the article you’ve posted 
- written above the loaded content rather than as a 
comment after posting. 

Recently, an SME client of ours was pleased to 
report that an update shared from his homepage with 
additional positioning message, garnered 114 ’likes’ and 
more than 10k views, which subsequently resulted in 
one new customer, a promising new customer enquiry, 
a new connection request from a potential future 
associate/employee and lots of positive interaction from 
the community.

4.   Don’t stand on the side lines – Get involved

Though having an optimised LinkedIn profi le that 
really represents you well is the fi rst place to start, the 
fundamental power of LinkedIn is the network of other 
business professionals, some of whom could be your 
next client/customer or a valuable referrer or partner 
that you can tap into. Just as it wouldn’t be worth your 
time to attend a networking event to simply give out 
your business cards and then leave without speaking 
with anyone, similarly having a great profi le and even 
a large network of connections won’t get you very far 
in developing productive business relationships on 

LinkedIn unless you go that extra step and start getting 
involved. The easiest way to do that is by engaging with 
your connections via the content they or you may share, 
or the notifi cations that LinkedIn sends you about 
their activity. 

LinkedIn offers a host of features that help you build 
and reinforce relationships with key connections 
including – liking, commenting or sharing their content 
from your homepage with your network (they’ll be 
notifi ed that you did this and your network will also 
see your comments on their homepages too); giving 
recommendations that appear on the connection’s 
profi le (certainly a good way to strengthen the 
relationship); or sharing a blog you’ve just written with 
a particular connection on a topic that will add value to 
their business (which a lawyer client from a global law 
fi rm recently did after being introduced to a connection 
on LinkedIn - after sharing his knowledge and insights, 
he got the business). 

Further, if you want to engage with a particular 
connection in a more strategic way, you can access 
all their homepage updates and published articles in 
one place by going to their profi le and scrolling down 
to their activity section, which appears just above their 
experience section. 

5.   Focus on relationships not sales

Finally, though LinkedIn can be an effective tool for 
building and reinforcing relationships, it is not a sales 
platform. LinkedIn does offer premium accounts 
features like Sales Navigator, which provide lead 
generating tools for sales people, however, any 
communications with connections still run via 
your profi le.

Of course, most professionals on LinkedIn hope to 
bring in new or repeat business and it’s essential to 
make sure that your profi le speaks of the exceptional 
value you offer your prospects, as does the way that 
you engage with your network. However, to use the 
analogy of the offl ine networking event, would you 
launch into a sales pitch with the fi rst person you make 
eye contact with? LinkedIn is a place to fi rst cultivate 
visibility, credibility and trust, and then progress to a 
conversation that hopefully ends with a face-to-face 
meeting from which the selling can begin. LinkedIn is 
also tightening up on members who generate spam, so 
think about how you can add value to your connections 
and the conversation fi rst and engage strategically, 
regularly and thoughtfully. 

Marshall Walker is currently helping Gerald Edelman 
to build a strong presence on LinkedIn. If you would 
like to explore how our LinkedIn training and coaching 
services could help you or your organisation use 
LinkedIn more effectively to grow your business, please 
contact Susan Kench at susan@linkedintutors.com or 
07757 388 204. 

LinkedIn offers a 
host of features 
that help you build 
and reinforce 
relationships with 
key connections ...

Is LinkedIn worth 
your time?

mailto:susan@linkedintutors.com
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The draft legislation reforming various aspects of non-
domicile tax is currently before Parliament awaiting 
approval and Royal Assent, to take effect retroactively 
from 6th April 2017. The main areas of change were 
covered in our Autumn and Winter 2016 editions of 
Genie. UK taxpayers who fall into the category of 
resident / non-domiciled status can organise their affairs 
to benefi t from the regime once it comes into force. The 
main characteristics are as follows:

Residence

Residence is now determined by the Statutory 
Residence Test (“SRT”) - a series of tests comprised of 
three stages. The number of days spent in the UK in any 
given tax year is fundamental to this but numerous other 
factors come into consideration such as employment, 
available accommodation, spouse/partner and minor 
children in the UK, UK residence in prior years…etc. The 
SRT must be applied to determine both an individual’s 
tax residence and the tax year of commencement.

Back to Basics: 
Residence and Domicile
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Tip:

•  Individuals need to keep count of their days in the 
UK and consider the other factors above. For tax 
residence purposes, a day counts if the individual is 
present in the UK at midnight. 

Furthermore and as a general rule, an individual is 
considered to be a UK tax resident for a whole tax year 
(6th April to 5th April) if they arrive in the UK part-way 
through the year. However, the “split year” treatment 
may apply, i.e. the year will be split into a “non-resident” 
period (up to the day before their fi rst arrival) and a 
“resident” period (from the day of arrival to 5th April). 
There are various instances under which an individual 
may qualify for split year treatment.

Tip:

•  Split year treatment may be useful in allowing an 
individual coming to the UK to crystallise and not 
remit their non-UK income and gains during the “non-
resident” portion of the UK tax year. In this way, they 
can avoid UK income and capital gains tax, although 
they need to consider taxes in their country 
of origin.

Domicile

An individual’s domicile of origin is the country 
within which their father is domiciled at the time of 
the individual’s birth. Thereafter, this may change 
depending on the individual’s own circumstances and 
they may acquire a new domicile of choice. This would 
usually involve leaving the country of birth, setting 
down roots in a new country, largely severing ties 
with their former country, and showing a strong and 
demonstrable intention to make the new country an 
indefi nite part of their life going forward.

Tip:

•  An individual coming to the UK but wishing to 
retain his domicile of origin should show not only 
a signifi cant number of links to his former country, 
but also an intention to return there. Links may 
include owning property, business assets, family 
members, frequent visits, political, religious or social 
memberships and perhaps even a selected burial plot 
which equally demonstrates the intention to return!

Advantages of Resident/Non-Domicile 
Status

Resident/Non-Domiciled individuals may avoid UK 
taxes on their non-UK income and gains by simply 
not remitting them to the UK. In this way, income tax 
and capital gains tax mitigation is available under the 
system known as the remittance basis of taxation. 

In the fi rst six years of UK residence, the annual price 
to pay for this privilege is relatively small and amounts 
to the loss of the individual’s personal allowance and 
capital gains tax exemption. The cost of using the 
remittance basis for those who have spent at least 
seven out of the last nine years in the UK is a lump sum 
tax payment known as the Remittance Basis Charge 
(“RBC”) amounting to £30,000 annually. The RBC 
increases to £60,000 for tax residence of at least 12 out 
of the previous 14 years. Under the new domicile law, 

once an individual has lived in the UK for 15 or more 
of the last 20 years, they would not qualify to use the 
remittance basis of tax and must report and pay UK tax 
on their worldwide income and gains thereafter.

Tips:

•  For most new arrivals, it is worthwhile opting to be 
subject to income and capital gains tax on this basis 
if they have foreign income and gains. They simply do 
not remit these to the UK.

•  The remittance basis is optional. Resident/non-
domiciled individuals with little or no unremitted 
income and gains may opt for the “arising” basis, i.e. 
tax on worldwide income and gains, whereby they 
are still entitled to claim the personal allowance and 
capital gains tax exemption.

•  Individuals can switch between the arising basis and 
remittance basis from year to year as it suits their tax 
position, although they must use either basis for the 
entirety of the tax year.

•  Resident/non-domiciled individuals with total 
unremitted annual income and gains of £2,000 are 
automatically entitled to UK tax exemption without 
needing to claim the remittance basis, so there is no 
loss of the aforementioned allowance and exemption.

•  Certain remittances out of foreign income and gains 
are tax-free. These include payment of the RBC if 
paid directly from a non-UK bank account to HMRC, 
or business investment relief, where foreign income 
or gains are remitted to the UK to make qualifying 
investments. Such investments are generally shares 
in non-listed trading companies.

•  The defi nition of remittances is wide and is not solely 
confi ned to the transfer of money into the UK. A few 
other examples include payment of a UK credit card 
balance or other UK liability out of foreign income/
gains, importing a foreign asset (e.g. artwork) 
purchased from unremitted income/gains, receipt 
of distributions from a trust in some circumstances, 
remittance from a “mixed” fund, e.g. a bank account 
containing income, gains and clean capital.

•  It is good practice for resident/non-domiciled 
individuals to segregate their overseas accounts into 
income, capital gains and capital (known as “clean 
capital”) accounts. Remittances from clean capital 
will not be subject to UK tax.

•  Settling foreign assets on an overseas trust would fall 
under the excluded property rules, i.e. they would not 
be subject to inheritance tax once the individual is 
deemed domiciled. 

•  Many individuals who became deemed domiciled 
at 6th April 2017 can elect to rebase their foreign 
assets to the value at this date for capital gains tax 
purposes, provided they have paid the RBC. This is a 
great opportunity to mitigate capital gains tax.

If you have any concerns about your tax positon, please 
get in touch with your usual Gerald Edelman contact.

An individual 
coming to the UK 
but wishing to 
retain his domicile 
of origin should 
show not only a 
signifi cant number 
of links to his 
former country, 
but also an 
intention to 
return there.

by 
Graham Busch 
& Sonal Shah

Back to Basics: 
Residence and Domicile
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The UK government has made some 
important changes to international tax 
compliance regulations. As a result of 
these changes, tax advisers are obliged 
to inform their individual clients to make 
them aware of the CRS, the availability of 
voluntary disclosure facilities in respect 
of an individual’s tax affairs, and what 
could happen to those with unpaid taxes 
connected to overseas assets who do  
not come forward.

What is the CRS?

The CRS is an international agreement 
designed to help combat tax evasion by 
automatically exchanging bank account 
(and other financial asset) information 
with the tax authority in the country where 
the owner of the account is situated. The 
information will first be sent by the bank to 
the tax authority of the country where the 
bank is situated and will subsequently be 
forwarded to the tax authority in the country 
where the account holder is situated. 
Approximately 100 countries are currently 
signed up with more to follow. Of these, 
approximately half will be exchanging 
information this summer, with the remainder 
doing so by September 2018.

What we must tell you

Under the regulations, tax advisers must 
notify clients of the following:

“From 2016, HM Revenue & Customs 
(HMRC) is getting an unprecedented 
amount of information about people’s 
overseas accounts, structures, trusts, 
and investments from more than100 
jurisdictions worldwide, thanks to 
agreements to increase global tax 
transparency. This gives HMRC 
unprecedented levels of information to 
 

check that, as in most cases, the right tax 
has been paid.

If you have already declared all your past 
and present income or gains to HMRC, 
including from overseas, you do not need 
to worry. But if you are in any doubt, HMRC 
recommends that you read their factsheet 
to help you decide now what to do next.”

Worldwide Disclosure Facility/
Voluntary Disclosure Opportunity 

HMRC have introduced a Worldwide 
Disclosure Facility (WDF) where an 
individual can disclose UK tax liabilities 
that relate wholly or partly to an offshore 
issue. That is, income arising outside the 
UK, assets situated or held outside the UK, 
activities carried on wholly or mainly outside 
the UK or funds connected to a UK liability 
transferred outside the UK. The facility is 
available until 30 September 2018.

For those to whom the WDF is not relevant, 
they can use the Voluntary Disclosure 
Opportunity as it is available to all those 
who may need to declare tax liabilities.

What you should do now

If you are confident that your tax affairs are 
in order, you do not need to do anything 
else. If, however, you are concerned that 
they may not be and you would value the 
opportunity to review your tax returns and/
or the disclosures made, please contact 
your usual GE contact to discuss  
this matter.

To see the factsheet provided by HM 
Revenue and Customs referred to 
above please go the link http://www.
geraldedelman.com/uploads/client-
notification-letter(3).pdf

Important changes 
to international tax 
compliance – the 
Common Reporting 
Standard (‘CRS’) and  
the Worldwide 
Disclosure  
Facility (‘WDF’)

by Amal Shah
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