




Making the Most of Private Residence Relief

Did you know that private residence relief allows you to sell your own home 
for more than you paid for it, and the gain is free from Capital Gains Tax 
(CGT).  

This not only applies to your house but can also include your garden area to a 
specified size and buildings ancillary to it. 

You are only allowed one main residence per married couple, however if you are 
in the position of owning more than one property, you can make an election to 
ensure that the tax exemption is as beneficial to you as possible.

If you delay selling your old home when you move into a new one, the exemption could continue for up to three years.

The law also allows you to leave the property for three years for any reason, for four years because you are working away or for an 
indefinite period whilst working overseas and you will still qualify for the exemption.

Furthermore, if you leave the property for neither of the above reasons but instead you let the property to tenants then you may 
qualify for another relief called the Residential Lettings Exemption:

Residential Lettings Exemption 

If you occupy a property as your only or (elected) main home and at some other time in the period of ownership it has been let 
for residential use, the Residential Lettings Exemption will reduce your capital gain by up to £40,000 per person (so up to £80,000 
for two joint owners in addition to the main residence exemption).

The main residence election is a valuable tool in minimising the tax you pay on your home(s). If you own more than 
one property, or are thinking of buying a second home or letting your old home next time you move, we can help 
you make sure that the relief is put to the best possible use. Please speak to us about your options.

Taxpayers Warned over HMRC  
‘Tax Rebate’ Scam

Have you recently received an email which appears to 
be from HM Revenue and Customs (HMRC) or HM 
Treasury, which states that you are entitled to a tax 
rebate?

The messages come from a variety of different email addresses 
which are seemingly Government-related, and invite taxpayers 
to complete a form (in some cases an online form) with their 
personal details, including credit card information. 

HMRC are advising taxpayers to be extremely wary of these 
messages and state that it would not inform customers of a tax 
rebate via email.  The messages form part of a series of HMRC-
related ‘phishing’ scams and taxpayers are advised not to visit 
the website contained in some of the emails, or to surrender 
any of their personal or payment details. 

Here at David Allen & Co we would ask that everyone 
remain vigilant and not to disclose any personal or payment 
information.  

Suspicious HMRC emails can be forwarded to 
phishing@hmrc.gsi.gov.uk.

Filing your Self Assessment 
Income Tax Return – 

31 January 2010
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You can complete and submit your Tax Return 
on paper and send it in the post or you can do 
it online.

If you choose to submit your Tax Return in paper 
format then the deadline for completing and 
submitting your Tax Return for the year ended 
5 April 2009 to HM Revenue & Customs (HMRC) 
was 31 October 2009.

However, here at David Allen & Co, we submit 
online and the deadline for submission of your 
Tax Return is 31 January 2010.

Do not delay and make sure your Tax Return 
is submitted to HMRC by 31 January 2010 
otherwise you may be issued with a fine!



IncomeTax Tips for the Year End 
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Personal planning for 
the end of the tax year 
is crucial if you want to 

minimise your tax exposure and make the 
most of the allowances and opportunities 
available to you.  Here is a selection of 
strategies that may help you and your 
business prepare ahead of 5 April 2010. 

Reduce the impact of the 50% tax rate
From April 2010 a new top rate of income tax is being 
proposed – 50% for those earning in excess of £150,000.

In addition to this, once your income goes over £100,000 
your tax free personal allowance will be reduced by £1 for 
every £2 of income, meaning that if your income reaches 
£113,000 you will no longer be entitled to a tax free personal 
allowance!

If you think you might be affected by these changes it is 
worth your while considering the following planning tips:

Salary and bonus payment
If you have any employees and would like to reward them, 
you could increase their salary from April 2010; this would 
then reduce your taxable profit going forward.

Also, if you are considering paying bonuses to any of your 
staff you may want to delay this until after 5 April 2010, to 
reduce your taxable profit.

Delaying expenditure
You may want to consider delaying expenditure until after 5 
April 2010, if possible, so that your profits can be reduced in 
these later years rather than the current year.  For example, 
this might include repairs, advertising or any other items 
deductible from profits.  This could make the difference of 
paying tax at 40% rather than 50%.

Becoming a Partnership or Limited Company
If possible, you may want to consider bringing someone 
into the business i.e. your spouse/partner or another 
family member, to make it a partnership.  This will enable 
you to split the profits between other people and make use 
of their personal and basic rate tax bands, where possible.

Another option would be to incorporate your business, 
meaning all profits would be subject to Corporation Tax at 
21% instead of Income Tax of up to 50%.

Taking extra dividends now
If you already own a company and are considering taking 
a large sum of money from it, you may want to consider 
bringing this forward and taking the money out during the 
current tax year, rather than waiting until after 5 April 2010.  
Dividends are currently taxed at an effective rate of 25% 
but after 5 April 2010, this will increase to 35%.

Gift aid payments
If you gift money to a charity you can claim higher rate 
tax relief on this and if you make regular gift aid payments 
or large one off payments to charity it would be more 
beneficial to delay these payments until after 5 April 2010.

Enterprise Investment Scheme (EIS)
By subscribing to shares in a qualifying unquoted trading 
company, you could reduce your tax liability by 20% of the 
investment you have made.  The maximum investment for 
which relief will be given in one tax year is £500,000.

Venture Capital Trusts (VCTs)
If you subscribe to shares in a VCT, the amount subscribed 
reduces your tax liability by 30% of the investment.  The 
maximum investment in one tax year is £200,000.

Transferring assets to your spouse
If you own any income bearing assets, you could 
transfer these to your spouse with no Capital Gains Tax 
consequences and the income from these would then be 
taxable on your spouse.  This would also transfer the asset 
from your estate for Inheritance Tax purposes.

Pension contributions 
Making pension contributions provides tax relief by 
extending your basic rate tax band, saving tax at 20%.  If 
you make regular pension contributions, you may want 
to increase these.  If you do not have a personal pension, 
you may want to consider opening one and making regular 
contributions.



Changes to the VAT Rate

The Chancellor stated in his Pre-Budget report that 
apart from the pre-announced VAT increase there 
would be “no other changes in VAT.”

Change of VAT rate

The standard rate of VAT reverted to 17.5% on 1 
January 2010.  In addition, the flat rate percentages 
have changed and it is worth noting that some of the 
flat rate percentages have not returned to their old 
rate but have changed to reflect up to date business 
data.

You can take a look at the latest flat rate percentages 
on our website.

Businesses that make sales of standard-rated goods 
and services that calculated their VAT using the VAT 
fraction of 3/23 should use the new fraction of 7/47 
from 1 January 2010 to account for the increase from 
15% to 17.5%.

VAT online from April 2010

HM Revenue and Customs growing reliance on 
automated systems is resulting in the phasing out of 
paper VAT returns.  From April 2010 VAT returns must 
be submitted online for businesses with a turnover of 
over £100,000.

The main advantage of filing online is that you benefit 
from an additional seven calendar days to submit 
your return and payment.

If you would like further advice on how to get your 
business setup for VAT online, please visit our website 
or get in touch with our VAT team on 01228 711888.
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Please be aware though that the amount of tax relief you 
can claim on these pension contributions was restricted  
from 22 April 2009.

This will remove the advantage to individuals of increasing 
your pension contributions in excess of your normal 
pattern.

If your income is not in excess of £150,000 then you will be 
able to increase your regular contributions or make a one 
off lump sum payment.  If your income is over £150,000 
then higher rate tax relief will only be available on 
contributions up to £20,000.  If you already made regular 
contributions of £20,000 or more, then relief will still be 
available on these.

Kevin Collier from David Allen Financial Management 
Limited will be able to provide you with independent 
advice about making pension contributions and opening 
up a scheme.

Maximise your ISA allowance
Make the most of your tax-free Individual Savings Account 
(ISA) allowance. Remember, since 6 October 2009 those 
aged 50 and over can invest up to £10,200 (£5,100 in cash). 
All other adult savers can invest £7,200 (£3,600 in cash) 
for 2009/10. The higher allowance will be extended to all 
adult savers from 6 April 2010.

Please note, this is just a snapshot of the options that 
may be available to you, and you should seek our advice 
before acting on any of the above.



Is Your Business Protected?
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Most of us in Cumbria will have had some experience 
of friends, family or businesses being affected by the 
severe flooding that has brought devastation to homes 
and roads in our county recently and at David Allen & 
Co, we understand that communication problems and a 
weakened transport network only add to the challenges 
of running your business.

While the current economic climate may mean that 
resources are stretched for many businesses, at the same 
time the global crisis also serves to demonstrate the 
importance of planning ahead in order to protect your 
business from the impact of unexpected events. 

From global pandemics to natural disasters, employee 
fraud, or the loss of key data, an unexpected incident 
can cause significant problems for any firm. If adequate 
protective measures are not in place, they could even 
spell the end of the business. 

Minimising the risks 

While all business ventures involve a certain amount 
of risk, you should never expose your business to risk 
unnecessarily.  Contingency planning allows you to 
protect your business by assessing the risks and putting in 
place specific procedures for dealing with them. 

An unexpected event could affect any aspect of your 
business, so you should begin by compiling a list of the key 
assets your business needs in order to continue operating. 
These might include: premises and vehicles; stock; plant 
and machinery; data and IT systems; intellectual property; 
and staff resources. Then consider all of the potential 
events that could affect your business, from floods and 
fires to bouts of illness. Rank them according to their 
likelihood of occurrence, and the level of impact they 
would have on the business. 

Planning for recovery 

Once you have determined the risks, you need to set out 
a strategy to deal with them. Begin with those scoring the 
highest in terms of likelihood and level of impact. You 
should involve members of staff from all areas of your 
business, and make sure that everyone in the business 
understands their own specific role. 

When you have drawn up your plan, it should be rigorously 
tested. Thereafter, the plan should become part of your 
standard operating procedure. Remember to train your 
staff on the procedure and update your contingency plan 
on an ongoing basis to reflect any changes. 

Top tips for averting disaster 

Have a ‘clear desk’ policy — making sure that working 
areas are kept clean and free at the end of the day will 
help to reduce the risk of fire and flood damage, while 
also improving security.

Hold regular staff briefings — asking staff to update each 
other regularly on their current projects will assist them 
in covering each other’s roles in the event of a disaster or 
a bout of illness, and will improve communication. 

Read the small print — check that you have the right 
type and level of insurance cover, including business 
interruption insurance and key personnel cover, and that 
you are aware of any exclusions. 

Be flexible — if an outbreak of illness occurs, consider 
allowing staff to work from home to reduce the risk of 
infection. 

Finally, act now — it is all too easy to put off your planning, 
but remember that the whole point of contingency 
planning is to protect your business against an unexpected 
event, which could occur at any time! 

Take action now to reduce 
the risks to your business“

“



Business Round Up

New HM Revenue & Customs 
advisory fuel rates

From time to time HMRC publish new advisory fuel rates 
which can be used to negotiate dispensations for mileage 
payments for business travel in company cars.

The latest rates are as follows:

Engine capacity	 Petrol	 Diesel		  Gas

Up to 1400cc	 11p	 11p		  7p

1401 – 2000 cc	 14p	 11p		  8p 

Over 2000cc	 20p	 14p		  12p

Stamp Duty ‘Holiday’ 
 comes to an end

The temporary stamp duty ‘holiday’ came to an end on 31 
December 2009. 

Residential properties worth up to £125,000 are normally 
exempt from stamp duty land tax. However, in September 
2008 this threshold was temporarily extended to apply to 
residential properties worth up to £175,000, with the aim 
of boosting the struggling housing market.

With effect from 1 January 2010, the stamp duty rates for 
the transfer of residential properties are as follows:

Value up to £125,000		  nil

Over £125,000-£250,000		  1%

Over £250,000-£500,000		  3%

Over £500,000		  4%

If you are considering purchasing a property please 
contact us to discuss the potential Stamp Duty Land Tax 
charge you may incur.

Inheritance Tax Threshold 
Announcements

Inheritance Tax is payable at a rate of 40% on the value 
of a person’s  chargeable estate  which exceeds the Nil 
Rate Band threshold at  the date of their death.   It was 
announced in the Budget of 2007 that the Nil Rate Band 
threshold for 2010/11 would rise to £350,000 in 2010/2011. 
However in the recent Pre Budget Report, the Chancellor 
Alistair Darling stated that due to the current economic 
climate  the threshold for 2010/11 will be  remain at 
£325,000.

Currently married couples can transfer  any amount of 
the Nil Rate Band that is unused after the first death,  to 
the survivor. This means that married couples  and civil 
partners (but not co-habitees!) have a maximum Nil Rate 
Band of £650,000 between them and although equalisation 
of assets was recommended in the past, it  is not always 
necessary now. 

The New Boiler  
Scrappage Scheme

The scheme, similar to the car scrappage scheme launched 
last April, was a surprise contained in the Pre-Budget Report. 

More than 100,000 ageing british boilers will be scrapped 
and exchanged for newer, more energy-efficient models.

The scheme will offer grants worth up to £400 for 125,000 
households with old, inefficient boiler models to replace 
them with new, energy-saving equipment. There are 4.5 
million households that could apply for this. Are you one 
of them? 

If your boiler is a so-called G-rated boiler, you can apply 
for the grant towards the cost of a new A-rated boiler.

Here at David Allen & Co, we have access to the list of 
qualifying makes and models so please contact us to find 
out more. 
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Corporation Tax Rates
In the Pre-Budget Report, the Chancellor announced that Corporation Tax rates will remain at their current levels for 
2010 and these are as follows:

21%	 - for profits up to £300,000
29.75% (Marginal Rate)	 - for profits in excess of £300,000
28%	 - for profits in excess of £1,500,000

The 21% tax rate is due to be increased to 22% from 1 April 2011.
A new 10% tax rate will apply to companies in relation to any profits that are derived from UK patents and this will be 
introduced from April 2013.
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