TAX POLICY CHANGES
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TAX ON THE SALE OF PRIVATE RESIDENCES - CHANGES
YOU NEED TO BE AWARE OF

The way capital gains tax (CGT) is paid on residential property is changing and this will affect any sales of

residential property and in some cases gifts that are made after 6 April 2020.

For residents of the UK there are three main changes that you will need to be aware of:
Changes to the way disposals are reported to HMRC and the timing of any capital gains tax
due - earlier payment of CGT on residential property.
Changes to the period that will qualify for private residence relief (if the property has at some
point been your main residence).
Changes to lettings relief - a relief that is available if you have, at some point, let your main
residence.

For non-residents there are further changes that may affect any disposal of land and property and you should

speak to us prior to making any such disposals.




REVIEW OF THE DISGUISED REMUNERATION LOAN CHARGE

Currently if a residential property is disposed of the transaction is reported under the
normal self-assessment rules, i.e. a return is completed to the 5 April in any given year
and any tax due is payable by 31 January following.

This means that for individuals CGT is paid anywhere between 10-22 months after the date of sale and the

Government with these new rules, wants to collect this tax earlier - within 30 days.

The changes mean that any tax payable on disposals of residential property will be made significantly earlier than

previously and will come into effect from 6 April 2020.
From 6 April 2020 when making a disposal an individual will be required to:
. Make a return within 30 days of the completion date where tax is due.
. Any tax due must also be paid within 30 days and is called an amount notionally due - one can
think of this as a CGT payment on account.
From 6 April 2020 when making a disposal an individual will be required to:
. Make a return within 30 days of the completion date where tax is due.
. Any tax due must also be paid within 30 days and is called an amount notionally due - one can think
of this as a CGT payment on account.
Returns can be amended but only in respect of events that existed at the date the return was submitted.

Available capital losses can be offset when calculating the amount notionally due and where there is more than one

disposal in the year the disposals are cumulative.

In short, some of the proceeds from the sale may be needed to pay a tax liability within 30 days and as such can cause
cash-flow issues, especially if the proceeds are needed to repay a mortgage or for other purposes, you may not have as

much cash available as you first thought.

The gain will then be shown on a self-assessment tax return in the usual way and the final calculation of the total CGT

liability for the year will be performed, as usual, through this return. Any over payment can be refunded at this time.
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EXAMPLE

Peter sold his buy to let property in June 2020 and has made a gain of £40,000. Peter
expects to be a higher rate taxpayer in the year to 5 April 2021 so the tax due is £7,840.
The tax will be paid within 30 days of the completion of the sale.

Peter sold some shares in August 2020 and made a loss of £50,000 as a result there is now no CGT due for the tax year
to 5 April 2021 but he will be unable to claim a refund of the £7,840 he has paid until he completes his self-assessment
tax return after 5 April 2021. This is because an amendment of his property disposal form is not possible as the loss was

not an existing condition at the time of the property disposal.
In the above situation, had Peter had brought forward capital losses, he could have applied them to the first gain.

Please note that a disposal for these purposes can include gifts so these provisions apply also to transfers of property to

family members.

The majority of main residence disposals will continue to be made free of tax. But this is not automatically the case and

in order for us to assess this for you we will need to be informed of any such disposals.

Action — where there is a disposal of residential property after 5 April 2020 it is vital that you notify us of any disposals as
soon as possible so we can make the appropriate computations. It will be beneficial to contact us before the sale so we
can establish the position with the cost of the properties and identify any allowable costs that we can claim to reduce any

capital gains tax due.




CHANGES TO THE PERIOD THAT WILL QUALIFY FOR PRIVATE
RESIDENCE RELIEF




CHANGES TO LETTINGS RELIEF
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