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Property Update

Burgess Hodgson will be hosting an Autumn property 
Update on Wednesday 18th September 2019 at the 
Cathedral Lodge.

Guest Speakers from Charles Bainbridge, Hobbs Parker 
and Whitehead Monckton.

Registration will be at 7.30am with breakfast and 
refreshments. The panel will begin at 8am and finish at 
10am. This gives you the opportunity to come along and ask 
any questions.

Please email marketing@burgesshodgson.co.uk if you 
would like to attend or have any questions.

2018- 2019 Burgess Hodgson raised a total of £15,000 
for the chosen charities, £5,000 each has been given to 
the Samaritans, Catching Lives and Canterbury Umbrella 
Centre. 

Thank you for all your support and donations to help us 
achieve this. 

This years chosen charities are Holding On Letting Go and 
Kent Wildlife Trust.

CharityTax Investigation Protection Service
Burgess Hodgson offer a facility to take out insurance 
with Croner Taxwise, the market leader in the specialist 
field for Tax Protection Insurance. This was introduced 
in response to clients' concerns and the change in HM 
Revenue & Customs' approach which was to concentrate 
their energies into investigations to ensure compliance. 
This increased the number of cases being reviewed.

If your Tax affairs were investigated, we can help you at 
every step of the process. There would be substantial 
accountancy costs involved but these would be covered 
by the insurance policy offered so you would not be 
chargeable. For those included in the service previously, 
it provided peace of mind and we have managed to 
negotiate an offer for new and returning members at a 
rate no more than last years.

If you have any queries or would like to take advantage of 
this service, please get in touch with Burgess Hodgson 
or email info@burgesshodgson.co.uk

The Solicitors Regulation Authority (SRA) have recently 
published new Solicitors Accounts Rules to come into 
effect from 25 November 2019. If your law firm is subject 
to these regulations, please get in touch with your Burgess 
Hodgson contact to discuss the impact on your business 
and how we can help you manage it, alternatively email 
info@burgesshodgson.co.uk

SRA Accounts Rules
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As you can see from the above there is a significant taxation saving (c£26,000) for a sale 
(exchange) occurring before the 5 April 2020. In addition to this there is also a substantially 
longer period to pay the tax due.

These tax changes mostly impact those selling properties occupied at some stage as a 
main residence. For properties solely owned as an investment the overall tax liability will 
not change after 5 April 2020 – although the payment date will be earlier. 

Please contact Tom Saltmer at ts@burgesshodgson.co.uk should you have any queries 
regarding this issue.

Buy To Let Properties – Is Now The Time To Sell? 
In recent years there have been various tax measures – such as restrictions on the tax 
deduction for mortgage interest or increased SDLT rates – that have worsened the tax 
position regarding investment properties. A further raft of changes are due to take effect 
from 5 April 2020 – which may mean that now is a good time to sell investment properties.

The changes due to take place from April 2020 include adjustments to what is known as 
‘Lettings Relief’, a restriction on the periods qualifying for Principal Private Residence Relief 
(PPR) and a change in the tax payment dates. Here we review the potential impact of these 
changes by way of a case study based on an illustrative property purchase.

Illustrative Case Study
John and Susan purchase a property for £200,000 in April 2004 – they live in the property as their family home for the 
period from purchase up to April 2010. At that point they then purchase a larger property and use that as their family 
home. They let the property to various tenants on short hold tenancies from April 2010 to date. In late 2019 they decide 
to sell the property which is now worth £500,000.

Due to these changes the tax position changes depending on whether they exchange on the property before 5 April 2020.

Exchange Before 5 April 2020

The property will generate a gain of £300,000 – calculated 
based on the sale proceeds of £500,000 less the original 
purchase cost of £200,000.

Of the gain of £300,000 a proportion of this will be exempt 
due to the use of the property as a main residence (known 
as PPR). This is calculated on the occupation of the property 
– the property was occupied for a total of 6 years (2004 to 
2010) as a main residence. In addition at the time the tax 
rules allowed an additional 18 month period. Therefore 7.5 
years out of a total of 16 years (the total ownership period) 
are exempt – reducing the gain by £140,625.

After this deduction a further deduction for Lettings 
Relief was available – the calculation of this is somewhat 
complex but in many cases it generally means an additional 
deduction of £40,000 per owner – so £80,000 in this case.

Therefore the taxable gain is as set out below;

Total gain                  £300,000

Reduction for PPR Relief             (£140,625)

Reduction for Lettings Relief      (£80,000)

Taxable gain                                    £79,375

CGT due at 28%                              £22,225

The tax due here will be due for payment by the 31 January 
2021

Exchange After 5 April 2020

The starting position in terms of the initial gain will be the 
same as before – giving a gain of £300,000.

The general calculation of the PPR exemption will also 
stay broadly similar to the previous position – however the 
additional ‘bonus’ period of PPR will be reduced from 18 
to 9 months. The PPR reduction will therefore be based 
on 6.75 years rather than 7.5 years – giving a figure of 
£126,563.

The major change however is the restriction in Lettings 
Relief – after April 2020 this will only apply where the 
owner continues to live in the property in a lodger / rent a 
room arrangement.

After the 5 April the calculation of the tax due will be as 
follows;

Total gain                 £300,000

Reduction for PPR Relief                    (£126,563)

Reduction for Lettings Relief             (Nil)

Taxable gain                                           £173,437

CGT due at 28%                                     £48,562

The final change means that this tax will be payable within 
30 days of sale – rather than 31 January 2021.

Note
The relevant date for tax 
purposes is the exchange date 
- as long as the exchange is 
unconditional. 

Should the exchange be 
unconditional then this will be 
the date the disposal occurred 
for tax purposes. 
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Treasury Announces Company Car Tax 
Changes - Including One Year Tax Break 
For Zero Emission Vehicles 
In a further change to the company car system the government has 
confirmed that from April 2020 new company car tax calculations 
will be based on what is termed the Worldwide harmonised Light 
Vehicles Test Procedure (WLTP). The WLTP is, following issues such 
as the Volkswagen emission scandal, intended to replicate real 
world driving conditions more closely than previous measures. 

In many cases however the transition will lead to higher CO2 emission figures for cars registered after April 2020 - which 
in turn impacts on company car tax charges which are based on CO2 emissions. 

In order to offset these changes to the calculation of CO2 the government has announced that for the 2020-21 tax year 
most new company cars will be subject to a 2% discount on the tax charges. This discount will be phased out over the 
2021-22 and 2022-23 tax years. 

As part of this regime there will also be an improved regime for purely electric vehicles 
- which will see company car tax rates of 0% for 2020-21 - increasing to 2% for 2022/23. 
This compares to current company car tax rates of 16% for zero or very low emission 
vehicles. 

The 0% company car tax rate only applies to purely electric vehicles - for low emission 
hybrid vehicles a new regime is introduced where company car tax is based on maximum 
travel distances on electric propulsion. 

Whilst the reduction for electric vehicles is significant the government forecasts that 
these changes will overall generate additional tax revenue of £400m per year by 2022/23. 

Office for Tax Simplification Publishes Second Part of Report on 
Inheritance Tax System
The Office for Tax Simplification (OTS) has recently published the second part of its report into the Inheritance Tax 
system (IHT)- including substantive recommendations for changes to the system. 

The IHT system was first referred to the OTS by the Chancellor in January 2018 and a first report was published later in 
2018 focusing on the administration of the IHT system. The second part of the report published in early July focuses on 
suggested changes to the operation of IHT.

The OTS consultation identified that “Inheritance Tax is either poorly understood, counter-intuitive, requires substantial 
record keeping, creates distortions, or where the application of the law is simply unclear.” 

Practical recommendations for changes to the IHT system highlighted in the OTS report include the following; 

- Reducing the period for which gifts made before death need to be considered from 7 to 5 years. 
- Changes to the interaction between Capital Gains Tax (CGT) and IHT - including removing the automatic CGT  
 uplift to market value on death for IHT exempt assets.  
- Set a higher minimum level of trading for agricultural   
 assets to obtain IHT exemption.
- Review the treatment of Furnished Holiday Let properties. 
- Reform the system for exemptions from IHT for some   
 lifetime gifts. 

The OTS is an independent body set up to report to the government 
in respect of potential simplifications to the tax system. The 
government will now consider these reports and any potential 
changes to the IHT system and reports will then be published over 
the coming months. 



Construction Industry Reverse Charge VAT: Q & A

Later this year changes to the VAT system will come into effect that will have an 
impact on many businesses operating in the construction sector. These changes 
will add an additional layer of complexity to the already complex system of VAT in 
the construction sector. Here we look in more detail at how these changes will work.

Who will these changes apply to?
These rules will apply to all construction services that would potentially be liable to 
be reported under the existing CIS tax deduction scheme. This potentially covers 
the majority of construction related services.

When do these changes take effect?
From the 1 October 2019

How will these changes work in practice?
In practical terms these changes will mean that many subcontractors will stop 
charging VAT on their invoices after the 1 October. The VAT on these invoices will 
then be dealt with using the ‘Reverse Charge’ procedure by the recipient.

Will this apply to all services?
No. There are various exceptions. The main one being that this does not apply to 
services provided to the ‘end user’ of the property. If a plumber installs a boiler in a 
property directly for the occupier they will still charge VAT as they did before.

These changes will also not apply where the services are zero rated for VAT purposes 
– in most cases this will be where the work relates to new build residential property.

Will businesses still be able to recover VAT on materials or overheads?
Yes. Businesses will still be able to recover VAT incurred on materials and overheads.

Example
Burgess Hodgson Plumbing 
Limited is a plumbing contractor. 
The company is contracted by a 
large construction company to 
supply and install a new boiler in 
a newly constructed commercial 
property. The contract value is 
£20,000.

Current VAT rules
Under the current rules Burgess 
Hodgson Plumbing Limited would 
raise an invoice for £20,000 + 
£4,000 of VAT. The £4,000 of VAT 
collected will then be paid to 
HMRC through the VAT returns 
of Burgess Hodgson Plumbing 
Limited. The construction 
company would then reclaim 
the £4,000 of VAT charged to it 
through its own VAT return. 

New VAT rules 
The service will be made under 
the ‘reverse charge’ regime. 
Burgess Hodgson Plumbing 
Limited will raise an invoice for 
£20,000 with no VAT charged. 
The invoice should state that 
the supply is made under 
the domestic reverse charge 
procedure. 

Are there any measures to simplify this new arrangement?
There are some limited simplifications – HMRC do not expect suppliers to 
apportion invoices when they only partially fall under these new rules.

What is likely to be the main impact for subcontractors?
Added complexity and, importantly, cash flow. At present subcontractors collect 
VAT on invoices and have up to four months before this is due to be paid to HMRC. 
Under this new regime this cash flow benefit will be lost.

Please contact partner and VAT specialist Tom Saltmer at ts@burgesshodgson.co.uk if you have any queries regarding 
these changes.
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