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Off-Payroll Working - Extension to Private Sector 
 

Over recent years a regular area of contention between 
taxpayers and HMRC has been off-payroll working 
by contractors or personal service companies. For 
several years now HMRC have held the opinion that too 
many individuals work ‘off payroll’ and have introduced 
various measures to combat this. 
 
HMRC have had for many years a set of rules, 
known as IR35, that were intended to identify where 
individuals were operating in a way equivalent to an 
employee - but being paid ‘off payroll’ and subject to 
lower taxes. These IR35 rules however relied on the 
individual to self assess their own status as either 
equivalent to an employee or as a genuine contractor. 
 

The major change in recent years has been in respect of the judgement of an individual’s status - with this 
moving towards the ultimate employer / engager. The next stage of this extension is due to take effect from 
5 April 2020. 
 
Initially changes were introduced that applied to the public sector from April 2017 that pushed the 
responsibility for determining an individual’s status to the public sector body concerned. From April 2020 
these changes will also apply to the private sector. 
 
This will only apply to larger private companies - those described as medium or large under company 
reporting requirements. The changes, whilst complex, will in substance require the engager to assess 
the status of any individuals working ‘off payroll’. Should it be determined that the nature of the working 
arrangements with the individuals is equivalent to an employee then the engager is required to deduct tax 
and National Insurance on a similar basis to an employee. The key changes here are that the risk of fines or 
penalties should HMRC challenge arrangements at a later date are moved from the worker to the engager. 
 
There have been various calls from businesses and the Tax Faculty for a delay to these changes due to 
their complexity and the lack of guidance. The Government has confirmed further guidance will be issued 
towards the end of the calendar year, at which point anybody affected by the changes will need to consider 
their position. 
 
If you have any questions or would like to find out more please contact: Tom Saltmer,
TS@burgesshodgson.co.uk

mailto:TS%40burgesshodgson.co.uk?subject=Off-Payroll%20Working%20-Extension%20to%20Private%20sector


Disguised Remuneration: Loan Charge Review?
 

As detailed in our news article in February 2019 the disguised 
remuneration loan charge, for loans outstanding as at 5 April 
2019, will be due in January 2020, unless settlement has been 
agreed with HMRC. 
 
The Chancellor of the Exchequer has since commissioned an 
independent review of the loan charge. 
 
The review is due to be completed by mid-November, which 
should give taxpayers certainty ahead of the January 2020 filing 
and payment deadline. 
 
The loan charge will remain in force while the review takes place. 
 
HMRC has provided guidance of how the review affects those that have settled, are in the process of settling 
or who are not settling, as follows: 
 
•    For those who have settled there is no change to their position and HMRC will update their guidance 
following the outcome of the review. 
 
•    Those in the process of settling can continue to do so if they wish but HMRC understands taxpayers may 
want to wait for the outcome of the review before finalising. 
 
•    Those that are not settling should have provided their additional information return by 30 September. 
 
We will update further once the independent review has been completed, but please let us know if you have 
any questions. In the meantime, email Fiona Wilkes, FW@burgesshodgson.co.uk.

HMRC Claim Partial Victory in Valuation Tax Case 
HMRC have claimed a partial victory in a recent tax case concerning the value of 
land included in the estate of a deceased individual. The case highlights the regular 
disputes with HMRC regarding the ‘open market value’ of assets. 
 
The executors of the deceased individual included agricultural land in the 
Inheritance Tax Return of Susan Foster at a value of £191,700. HMRC disputed this 
value and proposed that a value of £850,000 should be used instead. The parties 
could not agree the position between them so the case progressed to a tribunal 
where judgement was recently delivered. 

 
There are many areas within taxation where there is a requirement to consider the market value of 
an asset. Unfortunately the tax legislation rarely provides any detail as to how market value should be 
determined – and often further detail is limited to a statement such as “the price which the property might 
reasonably be expected to fetch if sold in the open market at that time”.
 
In the specific case here HMRC proposed that a ‘top down’ approach should be taken – in that the starting 
point should be the value of the land with planning permission for development. Appropriate discounts 
should then be applied to reflect the risks and uncertainties in obtaining the appropriate planning 
permission. The executors however proposed a ‘bottom up’ approach based on the current value of the 
land. 
 
The judgement in this case was that the tribunal broadly agreed with the approach taken by HMRC – but the 
overall value was uplifted to £590,000 rather than £850,000. 
 
Whilst there are various specific factors to this case, including the specific details of planning policies of the 
local authority concerned, it does illustrate the potential approach HMRC can take in valuation based tax 
matters. Please contact Tom Saltmer, TS@burgesshodgson.co.uk, with any questions.
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Taxpayer Wins Recent ‘Money Box’ Tax Case 
 
A taxpayer has secured a notable victory in a recent tax case involving a ‘money box’ company. The basic 
principle with a ‘money box’ company is that the company trades over a period and generates profits - 
on which the company pays Corporation Tax. The company builds up cash balances and after a period 
enters into a voluntary liquidation process and distributes the remaining funds (the ‘money box’) to its 
shareholders. 

 
In many cases the distribution of funds through a liquidation process is 
generally more tax efficient than drawing dividends or salary from the 
company - which is why these arrangements have been subject to some 
review by HMRC. 
 
Over recent years HMRC have introduced new rules to restrict these 
arrangements where one company is closed and another is started soon 
after (known as ‘phoenixing’) and have also started to challenge the 
availability of Entrepreneurs Relief on funds distributed in a liquidation. 
 

The recent case involved the latter issue - in the case the tax payers (Mr 
and Mrs Potter) were challenged by HMRC in respect of the availability of Entrepreneurs Relief on the 
distribution of cash from their company. The significance of this is that should Entrepreneurs Relief be 
available then tax would be due at 10% of the funds distributed rather than 20%. 
 
The specific circumstances of the case were somewhat unusual in that the company actively traded up to 
the financial crash in 2008. The company had cash reserves of around £1m at that time. The company then 
did not issue any further invoices in the period through to 2014 and was liquidated in 2015 with the funds 
distributed to Mr & Mrs Potter.  
 
During this period there were various personal issues including ill health and other issues that supported 
the absence of invoicing by the company. 
 
Despite the long period with limited activity and substantial cash reserves the tribunal found in favour of Mr 
and Mrs Potter and agreed that Entrepreneurs Relief should be available.  
 
If you would like to learn more on this or have any questions please email Tom Saltmer,
 TS@burgesshodgson.co.uk

Tax Return Reminder
The Tax Return season is well and truly upon us. According to HMRC statistics, last year was a record, with 
over 10,000,000 Tax Returns filed ahead of the deadline, representing 93.68% of all those due. 

Despite the record numbers, around half of all Tax Returns are still left 
until January to file with more than 700,000 (6%) filed on deadline day.

On the lighter side, HMRC have published some of the strangest excuses 
they have received by those who have missed past deadlines, our 
favourite being:

“My Mother-in-law is a witch and put a curse on me!”

Unsurprisingly, this was rejected, leaving the taxpayer with an additional 
penalty of £100 for late filing.

Don’t become a statistic – provide us your information and let us do the 
rest.

Email : tax@burgesshodgson.co.uk
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