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Introduction
Welcome to our Property and Construction Newsletter

Stephen Charles
Partner
sac@hawsons.co.uk

The economic situation may be uncertain but we are still seeing
plenty of individuals who are looking to invest in property. However
there is no let up in the changes to the tax rules and in this newsletter
we look at some of the changes introduced in the Autumn Budget,
including changes to Private Residence Relief which is one of the
most important tax reliefs for property. We also spend some time
reviewing a new relief which is being introduced for commercial
property and changes in VAT rules. Finally we give an update on
Making Tax Digital which will affect most VAT registered businesses.
Please do get in touch if you wish to discuss any of the articles or
any other property related issues.

Hawsons are specialist property and construction accountants
Hawsons has a dedicated team of specialist property and construction accountants in
Sheffield, Doncaster and Northampton.
We act for a large number of property and construction firms across all three of our offices,
including: Investors, Developers, Construction firms, Estate agents. Surveyors and,Architects
Having an accountant who understands the challenges of this dynamic sector and is able to
help you plan for the future is an advantage in a competitive environment. At Hawsons we have
a great deal of experience in advising and helping businesses in property and construction and
we can assist you as your business grows.

For more information on our property expertise, including the services we
offer and our experience, please visit:
www.hawsons.co.uk/property-construction-accountants

Private Residence Relief: Budget 2018
Chancellor Phillip Hammond announced in his Autumn Budget 2018 that from April 2020, the rules surrounding
private residence relief will be tightened.
Private Residence Relief (PRR) protects taxpayers from capital gains tax (CGT) when selling their main home.and
therefore is a very important tax relief
There are sometimes situations where a gain may arise on a house if it was not the taxpayer’s main residence for
the whole period of them owning it. In situations like this, an extra ancillary relief may apply.
From April 2020, the government will change two ancillary reliefs that provide relief on rented property and on
gains made in the final period of ownership; regardless of whether they were occupying the residency or not.

Lettings Relief
Where properties have been let, each owner is able to claim a lettings relief to reduce the taxable capital gain.
This relief currently covers gain of up to £40,000 per owner, but it is only available when the property has been
the owner’s main home at some time.
However, from April 2020, the government has proposed to restrict lettings relief to cover only periods in which
the owner is occupying the same property, also known as ‘in shared-occupancy’. This means that people that
are not using their home as their main residence will be no longer be entitled to private residence relief on CGT.
Delivering the Budget, Phillip Hammond said: “CGT relief will only be permitted for landlords where they are
sharing occupation of the property with a tenant.” Homeowners who also move and let out their former home
will also be affected by this change in CGT relief.

Final Period Exemption
Final period exception currently means that people do not have to pay capital gains tax (CGT) on gains made in
the final 18 months of ownership, even if they are not an owner-occupier during that period.
A long exemption period means that more relief can accumulate on two properties simultaneously.
However, from April 2020, the exemption will be reduced to nine months. Though, this is still twice the length of
an average property transaction. The 36 months of exemption rule will not change for those that are in or moving
into care homes, as well as people with a disability.

Structures and Buildings Allowance:
Budget 2018
For many years, although there have been capital allowances for plant and machinery that forms an
integral part of buildings, there has been no tax relief for the costs of constructing most structures and
buildings themselves in the UK.
The Government has announced that it wants to stimulate investments by businesses. Therefore, the
Chancellor, Phillip Hammond, announced in the 2018 Budget that the government will be introducing
a new Structures and Buildings Allowance (SBA) for the new non-residential structures and buildings
as well as an increase in the Annual Investment Allowance (AIA) rate to £1 million for qualifying capital
allowances expenditure.
As from 29th October 2018, there is now a 2% allowance, on a straight-line basis. This means that the
cost of the new building or renovation will be given tax relief over 50 years in full equal instalments.
However, a downside to this change is that the capital allowance special rate allowance will reduce
from 8% to 6% from April 2019.

The main features of this relief include:
1. Relief will be given at a flat rate of 2% per annum over a 50-year period.
2. Relief will be available for new commercial structures and building. This will include costs
for new conversions or renovations.
3. Relief is available for UK and overseas structure and buildings where the business is within
the charge to UK tax.
4. Relief will be limited to the costs of physically constructing the structure or building, including
costs of demolition or land alteration necessary for construction and direct costs required
to bring the asset into existence.
5. Relief is available for eligible expenditure incurred where all the contracts for the physical
construction works were entered into on or after 29 October 2018.

8.. The claimant must have an interest in the land on which the structure or building is
constructed.
9. Dwelling houses will not qualify, nor any part of a building used as a dwelling where the
remainder of the building is commercial.
10. Sale of the asset will not result in a balancing adjustment. Instead the purchaser takes
over the remainder of the allowances written down over the remaining part of the 50-year
period.
11. Expenditure on integral features and fittings of a structure or building that are currently
allowable as expenditure on plant and machinery, will continue to qualify for writing down
allowances for plant and machinery including the Annual Investment Allowance (AIA) up to
its annual limit.
12. SBA expenditure will not qualify for the AIA.
13. Where a structure or building is renovated or converted so that it becomes a qualifying
asset, the expenditure will qualify for a separate two percent relief over the next 50 years.
14.. As the allowance will need to pass to a buyer of the new commercial building, the amount of
available relief will need to be disclosed by the seller. Buyers of new commercial buildings
will need to raise this issue is pre-contract enquiries.

These rules will apply to all businesses with qualifying expenditure. If businesses are in the process of
considering a capital plant and machinery expenditure programme then they may wish to delay this
until 1 January 2019 so that they can obtain enhanced AIA relief from this date.
The full technical note can be read at :
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_
data/file/752092/Capital_allowances_for_structures_and_buildings_technical_note.pdf

How will the VAT reverse charge for
construction work?
A domestic reverse charge will be introduced from 1 October 2019
to tackle VAT fraud in the construction industry. Tony Nickson, VAT
Consultant at Hawsons, explains what this will mean for businesses.

What is a reverse charge?
In a nutshell the reverse charge is where the customer charges
themselves VAT, rather than the supplier charging VAT. This means
there is no opportunity for the supplier to disappear without paying
the VAT to HMRC.

When will this come into effect?
1 October 2019

Who will be affected?
Businesses involved in buying or selling specific construction services.

What types of construction services will be covered by the
reverse charge?
It will apply to construction services that are currently covered by the
Construction Industry Scheme, specifically Business to Business (B2B)
supplies between VAT registered businesses where the recipient then
makes an onward supply of the same construction services.

What supplies are excluded from the reverse charge?
It will not apply where:
•
•
•
•

Services are applied to the end user, such as the property owner, or
directly to a main contractor who sells a newly completed building
to the customer
The recipient makes onward supplies of those construction
services to a connected company
The supplier and recipient are landlord and tenant or vice versa, or
The supplies are zero-rated.

The Government’s original proposal stated that the reverse charge
would apply to ‘labour only’ supplies of construction services. However,
HMRC’s latest publications state that it will also cover the provision of
construction services that include materials. This will bring many more
construction businesses into the reverse charge than first thought.

How will it work?
The introduction of a reverse charge will not change
the liability of the supply of the specified services. It will
just change the way in which the VAT on those supplies
is accounted for- rather than the supplier charging and
accounting for the VAT, the recipient of those supplies
will account for the VAT. Only supplies made on, or after 1
October 2019 will apply. This will include goods supplied
with those services.

How should contractors prepare for the change?
Businesses that supply construction services should
identify instances where they supply services to other
businesses in the construction sector (rather than to a
consumer of those services) and determine whether the
services are included within the list of specified service.
Businesses that are caught by this will from October 2019
no longer need to charge VAT on these services as the
recipient will charge themselves VAT.

How Hawsons can help
If you have any concerns relating to the introduction of
the reverse charge or any other aspect of your VAT affairs,
please get in touch with Tony Nickson or your usual
Hawsons contact.

Lords call for a delay to Making Tax Digital
for VAT until 2020
The House of Lords Economic Affairs Committee have issued a scathing report on HMRC’s Making
Tax Digital (“MTD”) for VAT program. The committee have voiced disappointment that on many issues
raised by the committee in their 2017 report HMRC had taken “no meaningful action”. The MTD for VAT
program is due to be introduced in April 2019.
The 2017 report had suggested that the tax gap claimed by HMRC was “guesswork”, the proposed
timetable was “too tight” and that HMRC had underestimated the difficulties and costs faced by the
“considerable number of people with limited digital skills or inadequate broadband access”.
The tax gap
The committee found issue with the government’s estimates that MTD will result in an increase in tax
revenue of just over £1bn by 2020-23. They believe the benefits are overstated and highlighted that
“reducing errors could reduce tax revenue as well as increase it”.
The costs for taxpayers
Businesses using older software “face the cost of upgrading purely to meet MTD requirements”. The
committee criticised HMRC for believing that businesses would realise administrative savings that
would outweigh any costs incurred in the transition to MTD. HMRC believe the average transition
cost will be £109. However, this figure has been challenged by witnesses who appeared before the
committee who suggested the average cost could be anywhere between £300 and £2,000.
The timetable
The committee said that HMRC “is alone in its confidence that all one million businesses will be ready for
MTD for VAT in April 2019”. They believe HMRC have “underestimated the time for research, planning,
training and system changes that some businesses will need”.
The committee continue to allege that HMRC are more motivated by the possibility of increased
revenue for the government instead of the need for greater efficiency. The report suggests that the
government should defer the introduction of mandatory MTD by a minimum of one year but encourage
businesses to join voluntarily. They believe that HMRC should wait until at least April 2022 before they
roll out MTD to any other taxes.
Communicating with businesses
The committee found that HMRC had communicated primarily with software providers, agent
representative bodies and agents. They accuse HMRC of neglecting to inform taxpayers “until they were
invited to join the pilot”. Last month HMRC informed the committee that it was ‘significantly increasing
its communications activity” but the committee felt that with just five months until the introduction it
was “too late to begin an effective communications campaign”.

The pilot
Although HMRC extended their pilot to 600,000 businesses in October 2018, the committee said
“there is too little time before 1 April 2019 to make up lost ground and respond to implementation
issues identified by taxpayers”. There will be “no pause to allow the lessons learned in the pilot to be
evaluated, particularly from the perspective of taxpayer readiness, and changes made before it is
mandatory for most taxpayers”. They highlighted that the reliability and performance of “HMRC’s
systems are still unproven at scale”.
Deferred for some
The committee criticised the deferral extended by HMRC on the grounds that it was given mainly to
other public sector bodies and a selection of small organisations with the most complicated tax affairs
rather than “to the smaller businesses for whom implementation will be most burdensome and who
have the fewest resources to devote to implementation”.
Reaction
An HMRC spokesperson responded to this report, saying: “We are disappointed that the committee’s
report does not reflect HMRC’s wide and significant engagement on MTD over the last three years,
nor the changes made as a result for small businesses.”
Craig Walker, Senior Tax Manager at Hawsons commented “Despite this scathing report, HMRC have
given no indication that the introduction of MTD for VAT will be delayed and therefore businesses
should ensure they are ready for the new regime”.
The full report can be read here:
https://publications.parliament.uk/pa/ld201719/ldselect/ldeconaf/229/229.pdf
How can Hawsons help?
We can help you to review your current VAT record keeping arrangements and identify the changes
that will be necessary to comply with the requirements of MTD.
If you wish to discuss the implications of MTD for you and your business, please get in touch with
your usual Hawsons contact, or our VAT consultant Tony Nickson who would be happy to advice on
VAT issues more generally.
You are welcome to attend one of our FREE workshops that are running every month by
signing up here: https://www.hawsons.co.uk/making-tax-digital-workshops/
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Sign-up to continue recieving updates from Hawsons...

Why do I need to
sign up...again?
Due to the new General
Data Protection Act (GDPR),
that came into force on the
25 of May 2018, we need
confirmation that you are
still happy to receive our
updates,
newsletters and
events.

What do I need to do?
Just fill in your details to
confirm that you still want to
receive our updates, events
and newsletters. It only takes
a minute, and will mean you
stay in touch with us:
http://www.hawsons.co.uk/
newsletter/

Disclaimer: All information in this publication is of a general nature and may not be
applicable to your own specific circumstances. We will be pleased to discuss your
specific circumstances or requirements in more detail. If you would like to discuss
anything with us, please contact us. Whilst every care has been taken to ensure that
all information in this publication is accurate, no liability is accepted for any loss or
damage, howsoever arising from the use or non-use of any information on this site.

Anything else?

Not at all! Although....you
can follow us on social
media to stay even more
up
to
date
with
everything that we’re up
to here at Hawsons.

