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Faye Howard
Private Client Tax Partner 
faye.howard@pkf-francisclark.co.uk

A lot has changed since our last newsletter, 
the world is slowly but surely opening up, and 
we are finally enjoying being able to socialise 
again without restrictions. There is further 
cause to celebrate in June with the Queen’s 
Platinum Jubilee.  In honour of this once in a 
lifetime event, our Tax Technical Director Lisa 
Macpherson takes an insightful look at how 
the tax system has changed over the 70 years 
that the Queen has been on the throne. Those 
concerned about the rising cost of living and 
the current 1.25% national insurance levy 
may take some comfort that even our highest 
official rate of income tax at 45% is still less 
than half the 99.25% that income tax rose to 
during the Second World War!

Whilst there are certainly reasons to celebrate, 
we still live in very uncertain times, with threats 
to our environment and the way we live our 
lives arising from climate change, and from the 
increasingly rising cost of living. In times like 
these, investment returns and cashflow are 
incredibly important subjects for us and our 
clients, and an increasing number are wanting 
to ensure that their wealth is invested in such a 
way that they are not contributing to this ever-
deepening crisis. Our Independent Financial 
Adviser Andrew Kirk has therefore taken a look 
at what sustainable investing actually means 
and how we are able to help our clients make 
investments which meet both their ethical and 
cashflow goals. 

Our aim with these newsletters is to raise 
awareness of topical issues which might 
otherwise come as a surprise to many 
people. Anyone who has any involvement 
with Trusts, could therefore be well advised 
to take a look at our article on HMRC’s Trust 
Registration Service which explains the 
requirement for almost all Trusts, including 
some unexpected examples, to register with 
this service by 1 September 2022. Our Private 
Client Tax Director Anita Etheridge’s article 
on the importance of Wills and planning for 
cohabiting couples could also be a useful 
read for couples living together who haven’t 
yet taken the plunge and said ‘I do’, and we 
have also included some articles on the 60 day 
capital gains tax (CGT) reporting requirements 
which apply when selling a residential property 
on which CGT is due, as well as upcoming 
changes to HMRC’s Making Tax Digital 
programme which will affect landlords and sole 
traders with income over £10,000 from April 
2024.  

Finally, I have written an article with our IFA 
James Phillips on how the power of the advice 
we provide can be magnified by working with 
other professionals in a joined-up way. In fact, 
there is nothing I enjoy more in my professional 
life than sitting around a table with other 
professionals providing cohesive joined up 
advice…. Except perhaps listening to my pet 
cockatoo tell clients he loves them when I’m 
working from home, but there’s more about 
that in the interview with me at the back if this 
has piqued your interest!

Faye.
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...back in the 12th century, a knight went off to fight 
in the Crusades. Leaving however, presented him 
with a problem, as it meant leaving his castle, his 
lands, and his wife and children. The knight’s wife 
wouldn’t have been deemed capable of managing 
the estate and collecting the feudal duties(!), so the 
legal ownership of the knight’s assets was conveyed 
to a trusted friend to look after it for the benefit of 
his wife and family in his absence. Often this trust 
was misplaced, as on the knight’s return it was not 
uncommon for the friend to refuse to return the 
assets which posed something of a problem. As a 
result of this, and the following petitions to the king, 
legislation separating the legal from the beneficial 
ownership was introduced, and the Trust was born.

Trust law has developed somewhat since the 12th 
century yet whilst Trustees are bound to act within these 
laws, until relatively recently, there has been very little 
oversight of Trusts. However, this all changed on 27 
June 2017.

From that date, all Trusts with a ‘tax consequence’ 
were required to register with HMRC on the new Trust 
Register. Delays in the Trust Registration Service (TRS) 
becoming available made this a challenge. The scope 
of the TRS has now been extended so that nearly all 
Trusts, with only limited exceptions, are now required to 
register with HMRC by 1 September 2022.

TRUSTS
RegiSTeR yoUR inTeReSTS

Essentially HMRC are seeking to create a register of 
all Trusts, but it may come as something of a surprise 
to find out exactly what is caught. In addition to 
Discretionary Trusts and Life Interest Trusts, which are 
the type of Trust we see most often, Bare Trusts (where 
someone simply holds the legal interest of an asset for 
someone else, often used for minor children who are 
unable to own shares or property until they are 18), and 
certain types of investment Trust including Discounted 
Gift Trusts, Gift and Loan Trusts are caught, as well as 
pretty much every Trust which has been deliberately 
created, with some limited exceptions.

Where required registrations are not made, HMRC can 
charge penalties. Therefore, we would suggest that 
anyone with a Trust takes advice as to whether or not a 
registration on the TRS is needed. Where it is, we can 
assist with this if required.

Like most reporting to HMRC now, the registration is 
all done digitally, and there is a requirement to update 
the register with any changes to the Trust, including any 
changes in Trustees, and Beneficiaries. In fact, where 
changes are not required, this also needs to be notified 
annually. We would therefore encourage all Trustees 
to review any Trusts they are involved in to determine 
whether or not registration is required…. regardless of 
whether they are about to set off on a crusade or not!
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Andrew Squires
Tax Partner 
andrew.squires@pkf-francisclark.co.uk

once Upon a Time...



MTD means individuals will need to submit quarterly 
income and expenditure to HMRC using digital 
software.

The government is introducing this to transform and 
digitise the UK’s tax administration system, which 
began with MTD for VAT in April 2019. 

Non-compliance

MTD will become mandatory in 2024. For those who 
don’t comply, HMRC will impose penalty points for late 
submissions and once maximum points are reached, 
financial penalties will follow. The new penalty points 
system will be brought in for income tax in April 
2024 and is designed to be fairer to those who make 
occasional mistakes, and therefore to penalise only 
the small minority of people who persistently miss their 
submission obligations.

Exemptions

Individuals will be able to apply to HMRC for an 
exemption from MTD if they are eligible. The application 
will need to include a reason for not being able to use 
computers such as: age, disability, remoteness or 
religious beliefs. 

Individuals must consider if they currently submit 
their tax return online (whether through an agent or by 
themselves) or if their business uses email, as this may 
undermine an argument that they can’t use computers.

Written confirmation of an exemption status from  
HMRC should be obtained in all cases. Where a 
business already has an exemption from MTD for VAT, 
the exemption will flow through to other taxes.
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How do I prepare?

It’s an evolving picture at the moment as software 
developers continue to liaise with HMRC. We will be 
releasing updates throughout the process refinement 
stage and we will be liaising with software vendors to 
assess solutions. However, there are some things you 
can do now to prepare:

Making Tax Digital for 
Income Tax

Payments

There will be no change to how tax is paid, despite 
reporting quarterly instead of annually. Tax will continue 
to be paid by 31 January each year, and 31 July if there 
are payments on account.  

The new process

Individuals will need to submit the following through 
MTD compatible software for each business:

• Four quarterly updates of income and expenditure

•  A fifth return called an End of Period Statement to  
finalise business profits

•  A sixth return called a Final Declaration to submit any 
other income, gains and reliefs

Quarter-ends

All MTD income tax quarters will have the same quarter 
ends, and will need to be submitted one month after the 
quarter-end. 

If you don’t have a 31 March or 5 April year-end, you 
don’t have to change your accounting date, but you 
may decide it is easier to do so after discussion with 
your adviser. 

From April 2024, all landlords and sole traders with income over 
£10,000 per year will be required to comply with Making Tax Digital 
(MTD). This will be extended to partnerships in April 2025.

In order to simplify the introduction of quarterly 
reporting, the basis on which trading profits are taxed 
will change so that they are taxed in the tax year that 
they arise, rather than the accounting period ending 
in that tax year. This move will accelerate profits being 
assessed and taxed, with many businesses also being 
assessed on more than the 12 months profit in 2023/24 
- the transition year (although you will be able to use 
existing overlap relief to reduce this total).

This may trigger an increased tax liability, which HMRC 
has said can be spread over 5 years. Be aware of any 
potential cashflow impact as a result, and triggers for 
things like payments on account, high income child 
benefit charge, student loan repayments, etc.

We recommend getting your tax records together as 
early as possible after the year ended 5 April 2024 has 
passed, to allow plenty of time for any transition. The 
year ended 5 April 2024 is also the final tax return under 
the old annual process which will be due for submission 
in the middle of our first year of quarterly income tax 
returns (by 31 January 2025) so getting records in early 
is vital.

Other taxes

Other taxes such as VAT will still need to be filed 
separately, however HMRC is looking into ways to 
align your VAT quarters to income tax quarters, so 
submission can be done around the same time.

PKF Francis Clark can help with both the transition 
to digital software, and the new quarterly submission 
process. If you have any queries, please refer to our 
webpage on MTD for income tax or contact George 
Skinner (george.skinner@pkf-francisclark.co.uk / 01174 
039800) who will be able to put you in touch with one of 
our experts.

Step 1 
Identify if you are 
affected by MTD 
for income tax

Step 2 
Check to see if 
you are eligible 
for an exemption

Step 3 
Separate your 
business banking 
from your personal 
banking

Step 4 
Consider 
transitioning to a 
5 April year-end 
and assess any 
impact

Step 5 
If you’re already 
using software, 
check if it will be 
MTD compatible

Step 6 
Keep checking 
PKF Francis Clark’s 
website for updates

Alana Hamson
Head of Digital Accounting 
alana.hamson@pkf-francisclark.co.uk

Those not affected are: trusts and estates, 
trustees of registered pension schemes, 
non-resident companies and partnerships 
that don’t have individuals as partners and 
LLPs. The £10,000 threshold relates to 
income rather than profit,and will be based 
on your tax return for the year-ended 5 
April 2023. The £10,000 threshold relates to 
the sum of all an individuals’ businesses.
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Three is a magic number, as the song originally by 
Bob Dorough and perhaps more famously covered 
by De La Soul goes. We certainly agree, but not 
necessarily for the same reasons given in the song.  

As professional advisers, we often get to help clients 
at some of the best times, and the worst times of their 
lives, and these life events typically require advice in 
three areas: financial, legal and tax. It is a real privilege 
to be able to help our clients at these critical times, 
however our advice produces the best results when it is 
joined up to cover all of these areas.

At PKF Francis Clark, we are uniquely placed to help 
clients because not only do we have tax advisers, but 
we also have in-house chartered financial planners 
sitting next to each other in all of our offices. This allows 
us to have unique insights into our clients’ affairs, as so 
often a tax problem can be mitigated with an investment 
solution, and investments often have tax consequences, 
which isn’t necessarily a bad thing, as generally tax only 
occurs on profits or gains. It is therefore our job to work 
together to mitigate any tax exposure, and to involve the 
appropriate legal professionals when required.

 
Dealing with uncertainty

A large part of our job is dealing with uncertainty. 
Many of our clients work for themselves in one way or 
another, either self-employed, partners in partnerships, 
or director/shareholders of their own limited company. 
Many others rely on investments to provide their income 
either in the wrappers of pensions or ISAs, or general 
portfolios. What these individuals have in common is 
a lack of certainty over what their income is likely to 
be. Not knowing what your income is gives rise to a 
further problem of not knowing what your tax bill is, and 
if not managed correctly, this can lead to some nasty 
surprises.  This is where we are able to help.

We realise that being surrounded by uncertainty is not a 
comfortable place to be, however with planning we can 
estimate incomes, and tax, and our financial planners 
have access to some fantastic software which models 
cashflow. This can be used to great effect for clients 
looking at retirement, or to help assess affordability of 
planned gifting as part of an inheritance tax mitigation 
strategy. 

 
Life events

Big life events happen to all of us, sometimes they are 
planned for, and sometimes they take us by surprise. 
Sometimes they are positive, and sometimes sadly 
not, but whatever the circumstances, having a team 
of trusted advisers to rely on to guide you through the 
situation can help to relieve stress at what can often be 
a difficult and sometimes emotional time.  

In addition to income planning, much of our work is 
around the management of capital taxes, such as 
capital gains tax (CGT) on asset gifts and sales, and 
mitigation of inheritance tax (IHT). Our starting point with 
IHT in particular is always to quantify the liability, as until 
we know what we are dealing with, it can be difficult to 
know what the appetite is to do something about it. 

In essence IHT planning comes down to two actions; 
giving assets away or restructuring investments so that 
they are in assets which don’t attract IHT. Whilst this 
may sound simple, there are a multitude of underlying 
options available to achieve this. This is where our 
joined-up advice can really come into its own. The 
tax planning advice may be to restructure the Estate, 
and perhaps make some gifts of capital, but in some 
circumstances, gifting can be difficult to do because 
whilst there is a desire to gift capital, there may be a 
conflicting need to retain income. There are however 
investments which allow both these needs to be 
balanced. Which combination of gifts and investments 
is right will depend very much on the circumstances, but 
working together we will find the right result for you.

 
Three really is the magic number

The third piece of the puzzle is the legal advice. When 
we give advice, we want to see it through to the end, 
and often this means working with legal professionals 
to ensure that what we’ve planned is what you end up 
with. We want to work alongside you and the lawyers, 
ideally sitting around the same table, so that nothing 
is lost in translation. When we can do this as part of a 
joined-up process, three really is the magic number.

Should you wish to have a joined-up meeting with our 
tax and investment professionals, please get in touch 
with your usual PKF Francis Clark contact or email 
contact@pkf-francisclark.co.uk.
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Three is 
a magic 
number

Faye Howard
Private Client Tax Partner 
faye.howard@pkf-francisclark.co.uk

James Phillips
Chartered Financial Planner 
james.phillips@pkf-francisclark.co.uk
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There are slightly different rules for non-residents 
which are not covered in this article. Any non-resident 
disposing of a direct or indirect interest in UK property 
(residential or commercial) should seek tax advice well 
in advance of the disposal taking place as the 60-day 
filing will apply even if no tax is payable.

Even if a 60-day CGT return has been filed and capital 
gains tax has been paid, the disposal will still usually 
need to be reported on the annual self-assessment tax 
return completed after the end of the relevant tax year. 
A credit will be given for the tax paid during the year. In 
most cases the 60-day return will have been filed on an 
estimated basis as income affecting the CGT rate will 
not be known until after the end of the tax year.

The disposal may be a mixture of residential and non-
residential property. If the property is sold with land, 
it will be important to determine whether that land is 
regarded as forming part of the residence or if it is non-
residential. Where there is a mixture, only the gain on 
the residential property part is required to be reported 
within 60-days, so this will need to be valued separately.

The cost of any improvements or extensions to the 
property are normally allowed as an addition to the 
original acquisition cost/value when calculating the gain/
loss on disposal, so it is important to hold on to records 
of this sort of expenditure.

If the property is being sold by more than one owner, 
each owner will need to consider if they need to file a 
60-day CGT return. Companies are not subject to the 
60-day CGT reporting.

CAPITAL GAINS  
TAX 60-DAY REPORTING

When might a capital gain arise other than on a 
sale? 
 
It is important to note that it is not just the sale of a 
property that will trigger a capital gains tax liability. It 
could also occur when a property is transferred by way 
of a gift or a transfer at undervalue. Spousal transfers 
are normally treated as made at nil gain/loss so would 
not need to be reported. However, a transfer between 
spouses following permanent separation may give rise 
to a capital gains tax liability and advice should be 
sought. 

If the disposal is a transfer or gift at undervalue of the 
property, a valuation of the property will be required 
to calculate the potential gain and tax at stake. It is 
important to identify if a valuation is needed at an early 
stage in proceedings to allow sufficient time to arrange 
for one to be undertaken.

 
Main residence relief 
 
Relief from capital gains tax is available when 
somebody sells their only or main residence. The rules 
for this relief can get rather complicated for properties 
with large gardens, paddocks or outbuildings or where 
the property has not always been used as the main 
residence or an election has been made in favour of 
another residence. 

If there is any doubt as to whether main residence 
relief would fully negate the gain, advice should be 
taken as soon as possible in case there is a reporting 
requirement. Even with a 60-day time limit it can take 
some time to properly identify and investigate main 
residence relief.

When is the capital gains tax payment due and how 
is it reported to HMRC?

A capital gains tax (CGT) return has to be filed with 
HMRC within 60 days of completing on a disposal 
of an interest in residential property if certain criteria 
are met. The resulting tax liability must also be paid 
within 60 days of completion. This timescale can 
prove challenging for cash flow as well as reporting. 
Unfortunately, penalties will be imposed if the filing is 
submitted late and interest will accrue for late paid tax.  

A 60-day CGT return is not required if the disposal has 
not resulted in a capital gains tax liability, for example if:

•  The residential property disposal has resulted in a  
capital loss

•  The gain (together with other residential property gains  
that have already happened in the same tax year) is  
within the annual capital gains tax exemption

•  Reliefs are applicable to the property disposal which  
reduce the taxable gain to nil

•  Capital losses are available to be used against the gain  
to reduce it to nil, either from previous tax years or 
from disposals in the current tax year, before the 
completion date

How to report and next steps 
 
Before you make a 60-day CGT return, you need to 
have a Government Gateway account and a capital 
gains tax account online – unfortunately we are not able 
to set these up for you. As soon as they are set up, we 
can complete the capital gains report on your behalf as 
your agent. 

HMRC will not issue a payment reference number to 
enable you to make the necessary tax payment until 
your CGT return has been submitted. We can provide 
you with step-by-step instructions on how to set up 
your Government Gateway account and capital gains 
tax account should you need them, but we would 
recommend that you allow a few days to set everything 
up, just in case there are any problems.

The disposal of UK residential property is now 
something that requires advice ideally before, or as 
soon as possible after, the transaction has completed. 
The tax implications of a disposal may not be 
straightforward and the penalties for late filing can add 
up quickly. If you have any questions or would like to 
discuss things further, please get in contact.

30
60

The short turnaround reporting on residential properties by UK residents has 
been effective since 6 April 2020 and is something that could affect you if you 
are considering selling or gifting an interest in a UK residential property. The 
time limit was originally only 30 days, but has now increased to 60 days, which is 
welcome - but it is still pretty quick!

a reminder

Steve York
Private Client Tax Director 
steve.york@pkf-francisclark.co.uk
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Are you selling yourself short? Are you 
overreaching?

Our financial planners have years of experience working 
with clients to answer these questions. We use a 
forward-looking analytical system (known as Cashflow), 
which is a fantastic tool to illustrate where you are 
regarding your financial objectives, how to get to your 
dream position and understand the consequences of 
certain decisions. 

You will be given a clear picture of what your financial 
life could look like. The graphs will factor in as much 
detail as possible regarding potential rates of inflation, 
alongside projected investment returns based on an 
agreed level of risk. The results are complemented with 
‘stress tests’ to show how market fluctuations would 
impact the financial plan.

These graphs are then updated interactively with you, 
which allows us to show you how changing your goals 
and objectives may impact your future. This could result 
in bringing your retirement forward, taking more or less 
investment risk or increasing your tax efficient income. 

Have you ever thought:

• What if you could retire now?

•  What if you gift money now to children and see them  
enjoy the money now rather than when it’s too late?

•  How does downsizing your home change your  
lifestyle?

•  How can you make every penny count and reduce the  
tax burden?

Cashflow brings the confidence and peace of mind to 
make considered, educated, and informed decisions 
instead of speculation or best guess.

To demonstrate the power of this process, it is helpful 
to replay some recent discussions we have had with 
real-life examples. We would like to share the dramatic 
impact the Cashflow discussions have had on some of 
our clients’ lives.

Business owner - what does it mean?

Our client only started trading 18 months ago and 
wanted to fully understand and appreciate the 
implications of their decision to become self-employed. 
They were keen to understand their financial position 
and ensure that they had made the right decision. 

In this example, the Cashflow was utilised in two main 
areas. Firstly, the client could benefit from funding their 
pension more aggressively to accelerate their retirement 
plans. Secondly, we looked at their protection position. 
Having lost their comprehensive employer package, 
they could see that they remained in a place of financial 
strength with some amendments to their existing 
policies. The impact reduced the client to tears! A 
surprising but not uncommon reaction to peace of mind. 

 
Retirement looming - what next?

A client approached us to review their retirement 
planning options. Having completed a Cashflow 
exercise to illustrate how the client could maximise their 
financial position to their best advantage, the outcome 
showed the client that they could afford to retire 
immediately and still be financially comfortable. The 
client resigned from their role following our meeting and 
was eternally grateful for our service. 

Imagine if you were in that position, you may decide to 
continue in your job for a few more years. Walking into 
work knowing you are doing your job for love rather 
than money is a powerful feeling. 

You may be looking to understand how your life’s 
accumulation of wealth can be used to support your 
objectives. Alternatively, you may want to understand 
what action you need to take to improve your position 
to achieve your plans. In either case, we are here to help 
and assist.

Please get in touch with a financial planner in your local 
office to discuss how you can make educated, informed 
decisions and realise your wealth’s full potential.

Without clarity, evaluation, justification, and validation, 
how can you answer questions such as: 

•  How much money do I need to provide me with a  
sufficient income in retirement?

•  When can I afford to retire based on my current  
financial position?

•   What gifts can I give my family without impacting my  
quality of life?

•  If I need long-term care in the future, will I have 
enough money, so I am not a burden on my family?

•  What level of risk do I need to take with my money to  
achieve the life I want? Can I afford holidays, hobbies,  
donations?

Money, savings, pensions, ISAs, fun money, bingo fund, 
however you want to classify your funds, ultimately, they 
only have one purpose. These funds are a tool for you 
to achieve all the things you want from life. It is at this 
point when questions arise, the need for your goals to 
be quantified, the need for planning to live, what my son 
refers to as his, ‘best life’. 

Andrew Kirk
Financial Planner 
andrew.kirk@pkf-francisclark.co.uk

Cashflow 
planning

It is almost inevitable that people have 
worries and questions about their 
future. Without answers, it is common 
to walk blindly through different stages 
of your life and various life events 
without truly understanding what 
is possible and quantifying the full 
potential of your life’s accumulation of 
wealth. 
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The modern family is complex, and with a large 
portion of marriages ending in divorce, many 
are eschewing marriage altogether in favour of 
cohabitation. Often such cohabiting couples refer 
to themselves as ‘common law’ husband and 
wife, however as far as the law is concerned, their 
relationship does not exist at all, and this could 
prove problematic should one of them die without  
a Will….

It may come as a surprise to learn that no automatic 
provision is made for the surviving non-married party 
should their partner die. The only potential course 
of action is via a claim to the court under the 1995 
amendment to the Inheritance (Provision for Family and 
Dependants) Act 1975. Such a course of action allows 
a claim for ‘reasonable financial provision’ to be made. 
However, this may fall somewhat short of expectations, 
as it is intended only for maintenance and therefore may 
be insufficient to allow a previously enjoyed lifestyle to 
continue, even if the deceased partner was wealthy and 
this could come as a shock at the worst possible time.

Under the laws of intestacy, if there are surviving 
children or grandchildren of the deceased, the surviving 
spouse or civil partner will inherit all of the deceased’s 
personal property and belongings, and the first 
£270,000, and half of the remainder of the Estate. The 
remaining half is split equally among any children of the 
deceased. 

Where there are no children, the surviving spouse or 
civil partner inherits everything, however these rules 
apply only to spouses or civil partners, not cohabiting 
couples. 

Living together: 
Will you provide for 
your partner?

There is also often a need to make provision for 
children of previous relationships, whose needs must 
be balanced with the need of the surviving partner. 
Should the rules on intestacy apply, on the death of a 
cohabiting partner with children, the deceased’s entire 
Estate would pass to any of their surviving children, 
to be divided equally if there is more than one. This 
could put the surviving partner in a very uncomfortable 
position, particularly if relations between them and their 
partner’s children were anything less than perfect.

The only way for couples who are not married or 
in a civil partnership to ensure that their partner is 
protected is to make provision for them in their Will, 
and further direction in terms of personal property can 
be given in a Letter of Wishes. Some protection can 
be given by owning assets jointly, as assets owned in 
this way will pass automatically to the surviving joint 
owner regardless of what a Will (or lack of one) directs, 
however these provisions are in no way substitutes for a 
well written Will.

As human beings, we are conditioned to love and 
protect those close to us, but the simple act of not 
having a valid Will has the potential to cause significant 
heartache and pain, both emotional and financial when 
we die. It’s easy to overlook, as we all do tend to think 
we are invincible, when unfortunately, we are not. The 
kindest thing we can do for our loved ones however is 
to ensure their interests are protected, and all this takes 
is a simple piece of paper, therefore if you don’t have 
one yet, particularly if you aren’t saying ‘I do’, do think 
about saying ‘I Will’……

Stamp duty land tax: 
Savings on purchasing property

Opportunities for saving SDLT in 2022

The SDLT rules are now extremely complex, and we 
routinely work alongside lawyers to provide specialist 
SDLT advice and computations to support the position 
when the solicitor files your SDLT return.

There was a government consultation into the mixed-
use regime and multiple dwellings relief rules which 
ended in February 2022. Whether this will lead to future 
changes remains to be seen, but there are likely to 
remain judgemental areas as well as opportunities to 
claim reliefs where it is key to obtain specialist advice.

PKF Francis Clark has a team of SDLT specialists who 
can guide you through the SDLT process, whether 
you are replacing your home, buying property to let or 
buying land containing a mixture of types of property.

Stamp duty land tax (SDLT) can be a substantial one-
off cost when purchasing land and property. With an 
increase in property prices the SDLT payable can be 
an important factor when considering cashflow and 
funding.

There are a large number of different SDLT rates 
depending on whether the property is non-residential or 
residential. For residential purchases the rate depends 
on whether the purchaser owns other residential 
property (and is not replacing their own home) and a 
higher 2% surcharge will apply where the purchaser is 
non-resident for SDLT purposes.

The residential rates are charged at a maximum of 17%, 
whereas non-residential rates have a maximum of only 
5%. 

The rules can be complex, but there are potential 
opportunities for claiming relief or paying a lower rate of 
SDLT including:

•  Where the property is mixed-use (for example, a  
farmhouse and an active farm) then it is possible to 
pay the non-residential rates where the highest rate is 
5%

•  If the purchase or a linked transaction includes more  
than one dwelling (for example, a house and three let  
cottages) then it is possible to claim multiple dwellings  
relief to pay SDLT based on the average price per  
dwelling which will lower the effective rate of tax

•  The possibility of a mixed-use basis alongside claiming  
multiple dwellings relief on residential property. This  
can often lead to considerable tax savings

•  Where there is an overage on land it may be possible  
to defer payment of SDLT on the overage element. 
This can lead to a cashflow advantage as well as 
interest on any overage being calculated from a later 
date
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Anita Etheridge
Private Client Tax Director 
anita.etheridge@pkf-francisclark.co.uk

Example

A married couple are replacing their home and 
buying a substantial new home with a self-
contained annexe for £2,495,000. The annexe 
has the required privacy to be occupied as a 
separate dwelling and is worth less than one-third 
of the purchase price.

A claim for multiple dwellings relief results in a 
SDLT saving of over £76,000.

Heather Britton
Tax Director and SDLT specialist 
heather.britton@pkf-francisclark.co.uk
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Tax advantages

Whilst an FHL is certainly more work in terms of 
changing tenants on a possibly weekly basis, the 
income yield does tend to be higher, and there are 
of course agencies to help with the lettings and 
maintenance. The real benefit of a property run as an 
FHL, however, is the tax breaks available.  

Firstly, providing the property is run as a qualifying FHL 
at the time it is sold, and has been for the last two years 
or more, then any gain on the sale may be taxed at 
10% (to the extent that business asset disposal relief 
is available) or 20%, not the 18% or 28% rate most 
second home sales attract.

Even if you have a property which was previously let on 
an assured shorthold tenancy, running it as an FHL for 
two years immediately prior to selling it will reduce your 
capital gains tax rate. And if you don’t fancy paying any 
tax at all, if you sell one FHL and reinvest the proceeds 
into another one, the tax charge can be delayed until the 
new property is sold.

Further advantages can be achieved for income tax 
purposes by varying the split of profits between the 
owners (for example a married couple) year on year. We 
can certainly achieve some flexibility in the splitting of 
profits with a non-FHL property, however this is a little 
more limited.

Our tax law is nothing if not confusing, and it can also 
seem unfair, but given the right advice there are often 
savings to be made. So should you need any advice 
about your little (or large) piece of England, our team of 
property experts will be happy to help.
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How tax 
rates can 

impact on 
property 

investment 
returns

To own a little - or even a large - piece of England is 
a wonderful thing. And as Mark Twain famously said: 
“Buy land, they’re not making it any more”.  

Although he clearly reckoned without the modern 
engineering feats that have seen Dubai build luxury 
properties on man-made land formed into perfectly 
manicured palms, the basic premise is sound. As with 
all finite resources, the problem with the fact they’re 
not making it any more is that the cost of land tends 
to remain on a steadily, and indeed sometimes not so 
steadily, upwards curve.

Property investment has become increasingly common 
in the last 15 years, with some owners looking to escape 
the city rat race, perhaps to a seaside pied-à-terre for 
weekends, while for others a second property might 
provide a steady income stream – particularly appealing 
with the cost of living rising faster than it has for a long 
time.

As the market has demonstrated, property is popular – 
but what isn’t so popular is the potential tax bill that can 
come when it’s sold. Even then, how your property has 
been used can seriously affect the amount of tax you pay 
if you sell it at a gain.

Holidaymakers v long-term tenants 

It has become increasingly obvious in recent years 
that the government is trying to discourage property 
investment. We have seen this with the changes that 
seriously restrict the amount of tax relief residential 
landlords are able to claim on their mortgage interest, 
and the additional 3% stamp duty land tax on second 
properties (with a further 2% surcharge payable by  
non-residents).

Furthermore, an additional 8% capital gains tax rate 
applies to profits on residential property over and above 
the standard rates of 10% for a basic rate taxpayer and 
20% for anyone with income above the basic rate band 
(currently just over £50,000).

However, whilst these punitive measures apply to 
landlords letting property on traditional assured 
shorthold tenancies, they don’t apply to those letting 
furnished holiday lets (FHLs).

An FHL is largely what it says on the tin; a furnished 
property, typically let out for short periods to 
holidaymakers. There are conditions to be met in terms 
of the number of days the property is let, the length of 
lets and the availability, however these conditions are 
not overly onerous. And in these days of staycations 
and Airbnb, there seems to be a very healthy appetite 
for this type of property, particularly if the location is 
right.

Faye Howard
Private Client Tax Partner 
faye.howard@pkf-francisclark.co.uk
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If you would like to know more about 
sustainable investing please contact 
your local FC adviser.

What is 
sustainable 
investing?

To put simply, sustainable investing is investing in 
the future, for the future. Sustainable investing is all 
about progress and solving the world’s challenges 
which are focused on more than just profits. The 
demand to be invested in companies which have 
a clear focus towards solving problems, making 
change, and innovating process has experienced a 
significant rise over the past few years. Investors 
ranging from multinational corporations down 
to individuals new to investing have all started 
investing into sustainable solutions in some form, 
whether this be through ESG (Environmental, Social 
& Governance) integration, stewardship investing or 
traditional positive/negative screened solutions. 

There are a few considerations investors should 
consider when looking at sustainable investment 
strategies.  

Screening

Screening is the act of filtering the underlying 
investments to fit a sustainable objective in either 
a positive or negative way. The former being more 
‘sustainability’ focused, i.e. in forward looking 
businesses such as renewable energy, with negative 
screening primarily being used in traditional ‘ethical’ 
strategies which seek to avoid certain types of business 
which do not meet the criteria set out. Negative 
screening is often used for solutions intended to be 
aligned with personal beliefs, i.e. to avoid investing 
in arms, tobacco, alcohol etc. We believe that whilst 
negative screening has its benefits, it is the positive 
screened style solutions which are more representative 
of sustainable investing.

At Francis Clark Financial Planning we are strong 
believers that sustainable investing is the way forward, 
our model portfolios incorporate sustainability into 
their core. However, it is our view that sustainable 
investing isn’t for everyone, the theme brings with it its 
own challenges as well as the benefits, there are some 
factors investors should be aware of when looking into 
sustainable investment strategies.

ESG

An Environmental, Social and Governance (ESG) 
assessment is a recognised method of seeking 
companies that might be appropriate to hold within 
a sustainable portfolio. Many investment strategies 
seek to demonstrate a positive environmental and 
social contribution or commitment. Naturally, sound 
governance within the underlying companies is typically 
a prerequisite.

Stewardship/impact 

Investment stewardship or impact investing is where 
investment managers, particularly use their position as 
shareholders of the underlying companies to influence 
board decisions, such as voting towards establishing a 
company policy to reach net zero.

Greenwashing

Greenwashing is a phenomenon that is becoming 
more of a problem in the world, whereby misleading 
information is provided to make a product/solution 
seem more sustainability focused than it is. This is 
especially becoming more prominent as companies are 
tempted by the influx of investors that are impressed 
with their sustainable products and strategies which 
therefore leads them to commit themselves or their 
underlying strategies to sustainable goals - or at least 
that is what they look like on the face of it.

Diversification

Sustainability focused investments are in nature, more 
growth focused and often includes companies in the 
earlier stages and thus are typically more volatile than 
a non-sustainability focused established business. 
Another challenge investors face with sustainability 
focus is the challenge around diversification. Both 
options of positive and negative screening limit the 
investable universe somewhat, and by limiting the 
solution, the strategy is less likely to be able to benefit 
from certain investment characteristics found within 
those stable companies which fail to meet sustainability 
criteria.

Mashud Rahman
Investment Analyst 
mashud.rahman@pkf-francisclark.co.uk
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Adding the investment income surcharge this raised 
the overall top rate on investment income to 98%, the 
highest permanent rate since the war. This applied to 
incomes over £20,000. Following the 1979 election, the 
top rate was reduced from 83% to 60% and the basic 
rate from 33% to 30% and then further over successive 
years until we reached today’s comparatively low rates. 
The investment income surcharge was finally abolished in 
1985 and in 1992, Her Majesty elected to pay tax on her 
income - the first monarch to do so since Queen Victoria. 

In 1952, someone with taxable income of £20,000 (around 
£200,000 today) would have only around £3,500 left after 
payment of the surtax, and even less if the higher rates 
on investment income applied. No wonder surtax was 
wildly unpopular, and when the effective rate climbed even 
higher in the late 1960s, it led directly to the infamous 
‘brain drain’ to the US and other lower tax territories!

Husbands were required to report their wives’ earnings 
on their own tax returns (independent taxation for married 
women wasn’t introduced until 6 April 1990) subject to a 
relief called ‘wives’ earned income relief’ (replaced in 1990 
by the married couples’ allowance, but even then the new 
allowance went in the first instance to the husband, so 
that his tax threshold would not fall. Only if he did not have 
enough income to use it in full was he able to transfer any 
unused portion to his wife, to set against her income!). 
1990 also saw the first introduction of an individual capital 
gains tax annual exemption, instead of one exemption 
shared between married couples as had been the case 
from 1965/66 to 1989/90.

National insurance had been introduced in 1911, but was 
significantly expanded in 1948 in order to fund the newly 
established NHS and was payable at a flat rate. Payment 
of ‘the stamp’ wasn’t combined with the payment of tax 
deducted from wages (under the new PAYE system first 
introduced in 1944) until the mid-1970s.

No article on tax is complete without mention of 
inheritance tax – but this was only introduced in 1986! 
Prior to that, estate duty (which had first been introduced 
in 1894 and gradually developed into the tax we recognise 
today over the period from 1909 to 1974) applied. Lifetime 
gifts made within a certain period of death (five years in 
1952) were treated as though they were made on death. 
The values (and any reliefs available) at the date of death 
applied. An exception was for gifts made for public or 
charitable purposes, which were only taxable if they were 
made within one year before death. 
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To honour Her Majesty’s lifetime of service, we are 
taking a quick look at how the tax system in the UK 
has changed over the course of those 70 years.

Corporation tax (1 April 1965) and capital gains tax (6 April 
1965) weren’t even a twinkle in the Chancellor’s eye: in 
fact we went from Rab Butler (Con. 1951-1955) through 
another five Conservative Chancellors before James 
Callaghan’s (Lab. 1964-1967) surprise introduction of 
these taxes in 1965. 

In 1952, capital gains were not taxed at all, and 
companies were taxed at income tax rates, along with an 
‘excess profits tax’ levied annually on any amounts not 
distributed to members and not reasonably required for 
the maintenance and future development of the business. 
Stamp duty existed in 1952 (and had done so since 1694), 
but stamp duty land tax didn’t arrive on the scene until 
2003.

VAT came along later, following accession to the EU, on 
1 April 1973 (Chancellor Anthony Barber, Con. 1970-
1974), replacing purchase tax. Purchase tax was levied at 
different rates depending on the luxuriousness of goods 
and was applied to the wholesale price. 

Unlike VAT, purchase tax was applied at the point of 
manufacture and distribution, not at the point of sale. In 
1952, the rate was 331/3%.

The income tax legislation was consolidated into the 
Income Tax Act 1952 and was one of the very first Acts 
the new Queen signed into law on 28 February 1952. 
Basic income tax was charged at 47.5% in 1951/52, and 
subject to reliefs for low earners but surtax was payable 
on incomes in excess of £2,000. A further surtax on 
investment income also applied.

Income tax had peaked at 99.25% during World War II. 
This was slightly reduced after the war and was around 
97.5% (nineteen shillings and sixpence in the pound) 
throughout the 1950s and 1960s. In 1971, the top rate 
of income tax on earned income was cut to 75%. A 
surcharge of 15% on investment income maintained the 
overall top rate on that income at 90%. In 1974 the top tax 
rate on earned income was again raised, to 83%. 

In 1974 Chancellor Healey changed the old estate duty 
system significantly and introduced capital transfer tax 
which was charged both on lifetime gifts and on death 
(there was no seven or five- year “wait and see” period 
for lifetime gifts as with the IHT and estate duty regimes). 
It was charged at progressive rates, over and above 
the nil rate band (which was £15,000 in 1974, rising to 
£67,000 in 1985). The reliefs and exemptions for capital 
transfer tax were similar to the reliefs and exemptions 
that currently apply for inheritance tax (for example, 
there was an unlimited spouse exemption; agricultural 
property relief was introduced in Finance Act 1975; and 
business property relief in Finance Act 1976), however the 
requirements, conditions and rates of relief changed over 
the years.

It has been a tempestuous 70 years, but looking back 
at some of the tax rates applying when Her Majesty first 
came to the throne, we can’t help being grateful for the 
considerable amounts of progress over those years and 
a steady lowering of tax rates and increases in reliefs. Tax 
is a far more complex matter in 2022 than it was in 1952 
(the legislation, which used to be contained in one volume 
now runs to seven large books!) but that is the trade off 
we make for fairness in our system and targeted reliefs for 
those who need them. Everyone expects our tax system 
to be ‘fair’ and a more complex system allows better 
design and targeting of provisions and reliefs. Business 
incentives and support can also be better targeted. 
Simplicity and fairness in the tax system will always pull 
against each other: designing too many fairness ‘tweaks’ 
into a tax risks it becoming over complex, unmanageable 
and unfair, but treating everyone exactly the same risks 
unfairness to those who are less well off.

Happy Platinum Jubilee Your Majesty. 

A right 
royal 
Jubilee
On 6 February this year Her Majesty The Queen became the 
first British Monarch to celebrate a Platinum Jubilee, marking 
70 years of service to the people of the United Kingdom, the 
Realms and the Commonwealth.

Lisa Macpherson
Tax Technical Director 
lisa.macpherson@pkf-francisclark.co.uk



Why did you decide to become a tax adviser?

One day during my final year of university, my friends 
were in the refectory writing letters to apply for jobs. It 
hadn’t occurred to me that university was finishing, and 
I had to do something.

I had been working at restaurants, so I ended up on a 
management development programme with Café Rouge 
in Cambridge. I was offered a job as a Restaurant 
Manager and one day I realised that I didn’t particularly 
enjoy it. I liked the business and financial side of my job 
but disliked the really long anti-social hours. It was long 
shifts and we only had about one day off a week. It was 
hard.

I spoke to one of my friends after a difficult 12-hour 
shift, and they said they were leaving to go and do the 
CIMA qualification, which is management accounting. 
They encouraged me to do it too because I enjoyed 
dealing with the finances. I thought it was a good idea, 
so I decided to do it. I found a small firm that took me 
on and did ACCA, and the rest is history.

Why did you choose to come to PKF Francis Clark?

I was working for a lovely firm in Suffolk, and I was 
really happy there, but I’d just had enough of Suffolk. 
My house was a two-up, two-down in the centre of 
town, and I could feel the walls closing in on me during 
the pandemic. I just knew I wanted to get out of there. 
So, initially, I started looking for a new house, but then 
I realised that the world was bigger than Suffolk and 
maybe it was time for a bigger change.

I’ve always loved the South coast. I love boats, I love 
the water, I like sailing, and I’ve always loved the New 
Forest. This made me realise there was an opportunity 
there. So, I spoke to an agent who told me there were a 
few firms that were looking, and PKF Francis Clark was 
one of them.

I didn’t think I would ever find a firm like the one I left. 
We looked after our staff really well and it was a really 
nice, friendly place to work with approachable partners. 
But, after my first interview with PKF Francis Clark, I just 
got a really nice feeling about the firm and thought that I 
could feel just as much at home here as I did in Suffolk. 
This gave me the confidence to make the move, and I’m 
really glad that I did.
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How have you found working from home?

I like to have people around me, so it’s not something 
I particularly enjoy. Largely because I have a pet 
cockatoo who likes to join in on phone calls. He 
likes to tell people he loves them, which is a little bit 
embarrassing. Although, I suppose it could be worse.

 
How have you found keeping in touch with your 
clients?

It’s been different. I spent most of the pandemic working 
at my previous firm. It was a challenge trying to guide 
our clients on how to navigate portals, as most of what 
we were doing was done through online portals.

On top of that, you had the added difficulties of 
unreliable Wi-Fi signals. I missed the face-to-face 
contact because you can convey so much more in a 
face-to-face meeting than you can on a digital one.

 
What do you like to do outside of work?

I like sailing, so I want to buy a boat. I also like to 
explore the South coast because there are parts of it 
that I still don’t know very well.

But I love to go see the donkeys in the New Forest. I 
just want to hug them, which I know you’re not allowed 
to do. There’s something about them that’s so calming. 
When you’re having a bad day, you go to see the 
donkeys, and everything feels better.

 
If you could invite three people to a dinner party, 
who would you choose?

That’s a difficult one. I’ve had to give this some thought. 
I would like to invite my grandfather who died before I 
was born, because I think that would be nice. I’d also 
invite Daniel Craig and Captain Jack Sparrow (the 
character, not Johnny Depp). I pray that one of them will 
be able to cook too because I can’t, but at least Captain 
Jack might bring some rum!

Meet  
the  
team

Meet 
Faye 

Howard

What has been your greatest achievement in your 
career?

I like helping people to get the result that they want. I’ve 
got one client that’s come with me from a firm in Bury-
St-Edmunds to Colchester, Ipswich, and now here.

I feel quite proud that I’ve helped him manage his 
financial position, and there have been a lot of difficult 
conversations. But whilst those conversations are 
difficult to have, I know I’m doing right by the client. I 
feel proud that I’ve been able to navigate him through 
some difficult times and protect his wealth for his family. 
I feel a responsibility to him, which is why I have brought 
him with me.

 
What has been your greatest challenge?

I think the biggest challenge we have is giving bad news 
to clients and managing the effects of that. Occasionally 
clients are referred to us following a transaction, often 
the sale of a property, and sometimes we have to break 
the news to them that there is an unexpected tax liability 
which can sometimes be a significant amount. I’ve also 
had clients who have lived in the UK for almost all of 
their lives, but just because they were born in the US 
and have retained their ‘US person’ status have an 
obligation to file Tax Returns in the US. Again this can 
give rise to significant, and unexpected costs in terms 
of US preparation fees and potentially also US tax, all 
to someone who has no idea that these liabilities and 
obligations exist. 

Whilst dealing with these situations is challenging 
however, I also regard it as a huge privilege that we are 
able to assist these people at what is often an upsetting 
and difficult time, and I take great pride in getting the 
best possible result for them.

 
What do you enjoy most about your job?

The people, both the clients and team. It’s a really lovely 
team and I want to see them achieve what they want 
from their careers. I enjoy teaching them and I enjoy 
learning from them.
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www.pkf-francisclark.co.uk

PKF Francis Clark is a trading name of Francis Clark LLP. Francis Clark LLP is a limited liability partnership, registered in England and Wales with registered number OC349116. The registered office is 
Sigma House, Oak View Close, Edginswell Park, Torquay TQ2 7FF where a list of members is available for inspection and at www.pkf-francisclark.co.uk

The term ‘Partner’ is used to refer to a member of Francis Clark LLP or to an employee or consultant with equivalent standing and qualification. Francis Clark LLP is a member firm of the PKF International 
Limited network of legally independent firms and does not accept responsibility or liability for the actions or inactions on the part of any other individual member firm or firms.

This publication is produced by Francis Clark LLP for general information only and is not intended to constitute professional advice. Specific professional advice should be obtained before acting on 
any of the information contained herein. Whilst Francis Clark LLP is confident of the accuracy of the information in this publication (as at the date of publication), no duty of care is assumed to any direct 
or indirect recipient of this publication and no liability is accepted for any omission or inaccuracy. Our Privacy Policy can be found at www.pkf-francisclark.co.uk/policies. If you have no internet access, 
please contact a marketing coordinator at one of our offices.

Have you listened to our 
new podcast Business 
Noodles and Doodles?
Each month, we talk to entrepreneurs  
and business leaders from throughout  
the South West - we find out what  
drives them and what they have  
learned from the challenges they  
have faced along the way.

Listen now!
podcasts.pkf-francisclark.co.uk

also available on Apple podcasts, Spotify,  
Google podcasts (and more)

With episodes so far featuring:
• Steve Oxford from Oxford’s Bakery

• Charles Courtenay from Powderham Castle

• Imogen Waite from Season & Taste

• Mitch Tonks from Rockfish
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