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(NTERES T Welcome to our Spring Newsletter

If you have any news
you would like to
share in our next This newsletter is designed to keep you informed of the Ilatest

publication,  please agricultural issues.
send it to

mail@jsca.co.uk We hope you enjoy reading the newsletter; remember, we are here to help you so please

contact us if you need further information on any of the topics covered.

Lea Brash, Director

Business and Management record keeping update

As a follow on from our Winter newsletter, it is apparent that “Cloud Accounting” software
is becoming an important forerunner to meeting the HM Revenue and Customs (HMRC)
plans for “Making Tax Digital”.

In the Spring 2017 Budget the Chancellor announced a one-year deferral from the need to
comply with Making Tax Digital for certain businesses. Unincorporated businesses
(sole traders and partnerships) and landlords with a turnover below the VAT threshold will
now be required to comply with the Making Tax Digital scheme from 6 April 2019.
Previously the commencement date was 6 April 2018.

Unincorporated businesses with a turnover in excess of the VAT threshold are still required
to meet the online quarterly filing requirements and end of period Returns from 6 April 2018.

The full implementation process of Making Tax Digital continues to be uncertain. On 20
March 2017, HMRC issued a second consultation document setting out three possible
options in terms of issuing penalties for late payments and submissions under Making Tax
Digital.

Lea Brash

There are three penalty regimes being considered by HMRC in the consultation document,
Model A : Points based, Model B : Compliance review and Model C : Suspension of Penalties.
The penalties consultation document can be viewed at www.gov.uk/government/
consultations/making-tax-digital-sanctions-for-late-submission-and-late-payment.

The government has already confirmed a settling in period of 12 months from the date of
becoming subject to Making Tax Digital, before penalties will be imposed.

Over the past few months we have received a positive response from a number of our
farming clients who have ultimately switched to Xero Accounting software. This is one of a
number of Cloud Accounting software packages that we offer.

If you would like further information on “Cloud Accounting” software packages and/or would
like to take advantage of free trial software please contact Angie Harvey in the first instance

% on 0131 317 7377.
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Slice of the action contracts  JohnstonSmillie % \

CHARTERED ACCOUNTANTS I

AND BUSINESS ADVISERS
As a result of the national housing shortage more and more farmers in the UK are selling off I
parcels of land to property developers. This can be extremely profitable, but it is important to be |
aware of the tax implications from the outset. I

Most people believe that the sale of a piece of land that is not held as trading stock will fall into the |
Capital Gains Tax (CGT) regime. Although this is normally correct, the nature of the contract |
with the housing developer could throw a spanner in the works. |

In a straightforward scenario a landowner would sell their land to a developer and receive a fixed |
amount, either up front or paid in instalments. In both cases this should fall into the CGT regime. |

However matters become more complicated when the seller receives an agreed percentage of I
% future development profits. In this situation CGT treatment should apply to the disposal of the |
capital asset i.e. the land. However the subsequent consideration is treated as the sale of a new

1
s

- asset. This is when the “slice of the action” rules kick in as the landowner receives part of the
housebuilder’s profit. For tax purposes this represents trading profits and is subject to income tax
and national insurance rather than CGT.
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With the current disparity between income tax rates and capital gains tax rates it is possible that

I this could be very costly for the unwitting landowner. I

: This is merely a brief overview of the tax rules that might apply in the case of contingent :

consideration. There can be large variations in the structure of land deals, but the key message for

| clients here is to keep us informed during the entire process of a land sale to try to ensure that any |

| deal that is agreed with a housing developer is as tax-efficient as possible.
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Cottage rentals 1

As you have no doubt read in the national press there has been a full scale attack on buy-to-let |
landlords initiated by the current government over the last couple of years. To recap, the following |
tax changes have been introduced for property owners: I

0 The generous wear and tear allowance has been abolished, which provided a notional |
allowance to landlords for the replacement of white goods and furnishing in a residential let;

0 Relief for mortgage interest and finance charges will be reduced to a maximum of 20% by I
2020/21, with the restriction being phased in over the next 4 tax years; ‘

0 Any property purchases in the UK that are not simply the replacement of a main home are '\::
subject to either a 3% Land & Building Transaction Tax or Stamp Duty Land Tax surcharge; |/

0 The headline rates of capital gains tax have been reduced to 10% and 20%, but the sale of
residential property remains subject to either 18% or 28% CGT. %

In many cases these extra costs will simply be passed on to the tenants, which was probably never |
the intention of the Government. I

A possible way round some of these changes is to rent out your properties as furnished holiday |
accommodation. This would mean a large turnover of guests and therefore is harder work, but the
resulting tax savings could make this worthwhile. Firstly there is no restriction on finance costs for
qualifying holiday accommodation. Secondly wear and tear allowance has never applied to holiday I
lets as these landlords have always been able to claim capital allowances instead. Finally the sale of |
a holiday let might qualify for entrepreneurs’ relief, meaning a CGT rate on sale of only 10%.

|
Holiday lets are not for everyone and the location of a farm will often determine if this is feasible. I
If you require any further information on this matter please do not hesitate to get in touch. |
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