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You shall not copy, make available, reproduce, sell, distribute, store electronically, publish or otherwise 
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These materials are designed solely for the benefit of delegates attending the lecture.  The content of 
these materials does not constitute advice and whilst Palmer Consultancy Partnership endeavours to 
ensure that the materials are correct, we do not warrant the completeness or accuracy of the materials; 
nor do we commit to ensuring that these materials are up-to-date or free from error or omission.  

Where indicated, these materials are subject to Crown copyright protection.  Re-use of any such Crown 
copyright-protected material is subject to current law and related regulations on the re-use of Crown 
copyright extracts in England and Wales. 

Our liability is limited and to the maximum extent permitted and under applicable law Palmer 
Consultancy Partnership will not be liable for any direct, indirect or consequential loss or damage arising 
in connection with these materials, whether arising in tort, contract, or otherwise, including, without 
limitation, any loss of profit, contracts, business, goodwill, data, income or revenue. 
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PART ONE: THE NEW RESIDENTIAL PROPERTY CGT PAY AND FILE REGIME 

A brief 10-point guide 

1) From 6th April 2020, an individual (not a company) but also trustees and personal representatives 
etc who sell a house or flat and makes a capital gain on which CGT is payable (i.e. not fully covered 
by MRR), must report the gain and pay the CGT due within 30 calendar days of the completion of 
the sale of the property. This is the so called new ’30 day CGT pay and file regime’! 
 
However, in the Autumn 2021 Budget, changes were made! The government extended the time 
limit for reporting the gain and paying the CGT from 30 days to 60 days. This measure will have 
effect for disposals that complete on or after 27th October 2021. 
 

2) It only applies to residential property, not commercial. 
 

3) This new regime is not applicable to companies, but if a company holds a UK residential property, 
it might have to pay ATED, which is very expensive!  

 
4) You only have to pay and file within 60 days of completion if CGT is actually payable on the gain. 

If no CGT is payable, then no CGT pay and file. However, non-UK residents must declare disposals 
from 6th April 2020 under the new regime, regardless of whether a chargeable gain arises or not. 
 

5) The client has to open up a new ‘capital gains tax on UK property account’ to report the capital gain. 
 

6) Accordingly, if the gain is fully covered by the CGT MRR exemption, then no CGT pay and file is 
needed. 
 

7) This will mainly affect UK individual landlords selling UK buy to let houses and flats. If a landlord 
sells 7 rental properties in the year and makes gains on each one, he has to submit 7 ‘in-year’ CGT 
returns! 
 

8) Incidentally, if you were to sell say a sports shop, with a rented flat above it, you would have to 
apportion the gain. It’s only the gain on the flat that comes within the 60 day CGT regime. 
 

9) However, this also applies to the disposals of second homes and relevant domestic property capital 
gains not fully covered by MRR. 
 

10) There will be penalties for late filing and interest for late payment. 
 

In view of the above, you must warn your clients now (if you have not already done so) of this new CGT 
regime. The client must immediately advise you when they have completed the sale of such a residential 
property! Liaise with your clients! This new CGT return must include a declaration that the CGT liability 
has been calculated to the best of the taxpayer’s knowledge at the filing date. 

Additional Comments 

 This is a big admin burden. 
 Huge tax ask for accountants. 
 Will your clients promptly tell you of their sales during the tax year? 
 Warn your clients of these changes. They must liaise and notify you. 
 The yearly self-assessment tax return has changed as well. There is an additional CGT 

reconciliation page on the yearly self-assessment tax return. 
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Taxing the Gain 

The gain is taxable in the fiscal year in which you exchanged contracts to sell the property, despite the 
reporting being required 60 days after completion. 

In an extreme case, this reporting may fall into a different tax year, but this is irrelevant. 

Example 

Harry exchanges to sell his rental property on 4th April 2022. He completes the sale on 24th April 2022. 
He makes a gain of £120,000. This gain is taxable for the fiscal year 2021/22. 

He has to report the gain by 23rd June 2022 and also pay the CGT by this date, on account of 2021/22, 
under the new 60 day CGT pay and file regime. 

 

Capital Gains Tax for Individuals 

 The annual exemption is £12,300 for 2020/21 
 

 The rates of CGT for individuals are: 
o 10%; or  
o 20% for gains that exceed the basic rate income tax band, currently £37,700 

 

 The rates of CGT for individuals on chargeable gains on residential property are: 
o 18%; or 
o 28% for gains that exceed the basic rate band of £37,700 

Example 

Harry is a carpet salesman. His taxable income for 2021/22, after all allowable tax deductions and his 
personal income tax allowance, is £30,700. 

Harry sells some shares in July 2021 and makes a gain of £47,300. After deducting the CGT exemption 
of £12,300, his chargeable gain is £35,000. 

Harry’s income of £30,700 is £7,000 short of the £37,700 2021/22 basic rate income tax band. 

Accordingly, £7,000 of the gain will be taxed at 10% and the remaining £28,000 will be taxed at 20%. 

If he had sold a rental property instead of shares, £7,000 would have been taxable at 18% and £28,000 
at 28%. 
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PART TWO:  THE CGT 60 DAY PAY-AND-FILE REGIME… BACK TO BASICS… A REFRESHER 

 An online UK residential property return must be made for each appropriate disposal. 
 

 The new CGT reporting regime is in addition to declaring the gain on the normal self-
assessment return, not instead of. 
 

 If the residential property is held jointly, each owner is required to make their own CGT return 
i.e. husbands and wives one each. They might also have different CGT rates! This new regime 
is aimed at the owners of the property, not the property itself. 
 

 Capital gains arising on overseas properties are not part of this new regime. 
 

 The new 60 day CGT regime could also apply to a sale of a residential property following a gift, 
a transfer in or out of a trust if a CGT holdover relief claim has not been made or a transfer as 
part of a divorce settlement. 
 

 Reporting of the gain could also be required when a change in the profit sharing ratio in a 
partnership triggers a gain. 
 

 If a trust has to submit the new CGT return, HMRC has confirmed that the trust must be 
registered on the trust registration service. 
 

 We have experienced a ‘mixed bag’ in relation to solicitors notifying our clients, when they 
complete the conveyancing of this new 60 day pay and file regime.  Some solicitors have been 
extremely good and have warned the tax payer that they need to liaise with their Accountant, 
and report the gain and pay the CGT within 60 days of completion. However, other solicitors 
have simply not mentioned this CGT pay-and-file regime whatsoever!  

A delegate, recently, asked me the following question… 
 
We have a client who owns some barren empty land. He has just got planning permission re the land. 
He is going to sell the land next month to a developer. He will have a gain of £80,000. Does he need 
to report the gain within 60 days of completion under the new ’60 day CGT pay and file regime’? 
 
There is no property on the land. Does the CGT also have to be paid within 60 days of completion of 
the sale? 
 
Our ABG team answer… 
 
Land on its own, with just planning permission, would be outside the scope of the CGT pay and file 
regime. 
 
However, my main concern here is that where land has been acquired to sell for development, anti-
avoidance legislation could come into play! 
 
The ‘Transactions in Land Provisions’ could apply, and seek to tax the gain as income! 
 
These provisions can bite when the land was acquired to sell at a profit. 
 
The legislation for individuals is found in Part 9A Income Tax Act 2007. 
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PART THREE: THE REPORTING 

In very loose terms, there is a ‘digital handshake’ requirement, which requires the taxpayer to possess 
a digital tax account and he must authorise his accountant electronically. The client will need to get 
registered for a personal Government Gateway Account. The client will need a lot of extra security 
information to complete the registration process. 

The client must set up a ‘capital gains tax on UK property account’. They will use their government 
gateway user ID and password to sign in. 

The client will then give their accountant its account number and postcode. 

The accountant will need an ‘agent services account’. This is different from your HMRC online services 
for agents account. He will sign in and then select ‘ask a client to authorise you’. The accountant enters 
the client’s details. The accountant will then get a link to share with the client. He will send his client an 
email and ask the client to go to the link to authorise him. 

The accountant will then be able to manage the client’s capital gains on UK property account and 
returns. 

The accountant will need to ask for this new authorisation, even if he is already authorised to manage 
the client’s self-assessment or other fiscal affairs.  

The number of steps needed to get an accountancy firm registered as their agent, and approved by 
them, is a real eye opener. 

The accountant will then prepare a new CGT return from the client’s capital gains tax on UK property 
account, and duly complete the return on the client’s behalf, within 60 days of completion. 

Further comments 

The property disposal 60 day reporting does not replace the need for the client to report the gain on 
their SA yearly tax return. You therefore have to report the gain twice! 

When you report the gain ‘within 60 days’, a computation of the gain must be provided. You can do this 
via the online gains calculator. 

Estimates 

Generally, you have to be careful with estimates included in the ‘CGT UK property account’ return. If 
the estimates have been found to be ‘unreasonably low’, when the actual figures are substituted, HMRC 
will charge interest from 60 days after completion until the full CGT is paid. 

You must tick the ‘estimate’ box if indeed any estimates have been made. If you do not tick it and more 
CGT turns out to be payable, HMRC will charge interest, even if the estimate was not ‘unreasonably 
low’. 

It is also the client’s responsibility to eventually amend the estimated figures. HMRC will not send out 
reminders to revise the estimate. 

Personal Representatives (PRs) 

Personal representatives are not able to set up a CGT property account on behalf of the deceased 
taxpayer. 

The PR must set up his own personal CGT property account and then, within his account, he can report 
gains on behalf of another person i.e. the deceased. 
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PART FOUR: THE PENALTY REGIME 

Late filing penalties 

Accountants and tax advisers must now do all they can to remind clients and liaise with them regarding 
this onerous new 60 day CGT pay and file regime. 

Clients still seem to view their personal tax compliance as an annual process. 

Will the 60 day filing deadline have been missed by the time the accountant becomes aware of the 
residential property sale? 

The Penalty Regime 

The CGT penalty regime will be the same as that for self-assessment generally. However, there will not 
be the £10 daily filing penalties. Accordingly, the penalties will be as follows: 

 £100 initial late filing penalty 
 There is a further penalty if you file the CGT return 6 months late, which is the greater of either 

5% of the CGT due or £300 
 If you are 12 months late, there is a further penalty of the greater of 5% CGT due or £300 

Accordingly, if you simply forget to notify HMRC of your residential property chargeable capital gain 
within 60 days, you will rack up big penalties and interest! 
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PART FIVE: GEORGE OSBORNE’S PREVIOUS LANDLORDS ATTACK 

When he was chancellor, George Osborne announced a raft of tax changes aimed at hitting landlords. 

He increased the CGT payable when a personal landlord sells a rental residential property (8% higher) 
and he increased the SDLT (by 3%) when you buy a rental domestic property. 

He also gradually removed higher rate income tax relief on landlords’ buy to let loan interest. 

Landlords’ buy to let loan interest: transitional percentages: 

 P&L deduction of 
interest 

Tax Reducer  
@ 2% 

   
2016/17 100% 0% 
2017/18 75% 25% 
2018/19 50% 50% 
2019/20 25% 75% 
2020/21 0% 100% 
   

Landlords and loan interest 

Example 

Take a highly geared landlord with: 

• Gross rents of £100,000 
• Expenses other than interest £30,000 
• Interest expense £50,000 
• Other income of £11,000 
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2016/17 2017/18 2018/19 2019/20 2020/21 

Income £100,000 100,000 £100,000 £100,000 £100,000 

Expenses (£30,000) (£30,000) (£30,000) (£30,000) (£30,000) 

Interest expense (£50,000) (£37,500) (£25,000) (£12,500)             - 

Rental Profit £20,000 £32,500 £45,000 £57,500 £70,000 

Other income £11,000 £11,000 £11,000 £11,000 £11,000 

Total income £31,000 £43,500 £56,000 £68,500 £81,000 

Less PA (£11,000) (£11,500) (£11,500) (£11,500) (£11,500) 

Taxable income   £20,000   £32,000   £44,500   £57,000   £69,500 

Tax £4,000 £6,400 £11,100 £16,100 £21,100 

Less tax reducer              -  (£2,500)  (£5,000)  (£7,500) (£10,000) 

Tax to pay    £4,000    £3,900    £6,100    £8,600   £11,100 

In this example: 

• Landlord has gone from being a basic rate taxpayer to being a higher rate taxpayer. 
• A High Income Child Benefit Charge (HICBC) may be due, and his personal allowance may be 

affected. 
• These types of calculations also apply to basic rate tax landlords as well! 

 

How the Landlords’ tax reduction is calculated 

The reduction is the income tax basic rate value (currently 20%) of the lower of: 

 Finance costs – costs not deducted from the rental income in the fiscal year plus any finance 
costs brought forward 
 

 Property business profits – the profits of the property business in the fiscal year (after deducting 
any brought forward losses) 
 

 Adjusted total income – the income (after losses and reliefs, and excluding savings and 
dividends income) that exceeds your personal income tax allowance 

The tax reduction is not allowed to be used to create a tax repayment. 

If the basic rate tax reduction is calculated using the ‘property business profits’ or ‘adjusted total income’ 
then the difference between that figure and ‘finance costs’ is allowed to be carried forward to calculate 
the basic rate tax reduction in the following fiscal years. 
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CLAIMING BUY TO LET LOAN INTEREST 

Example which illustrates the carry forward of unused rental finance costs 

For the fiscal year 2020/21, Harry’s gross salary, before the deduction of PAYE and NIC was £50,000, 
and his gross rental income was £25,000. His rental property was empty for four months in the above 
fiscal year, because his tenant quit and he had to find a new tenant. Whilst the rental property was 
empty he made some repairs to the property. 

Harry’s ‘buy to let’ interest for 2020/21 was £20,000. He had other rental property expenses of £8,000 
due to the repairs carried out on the property. 

In this case study, the income tax rates, bands and the personal allowance for 2019/20 have been used 
for subsequent fiscal years, namely… 

Personal allowance £12,500 
Basic rate band £0 – £37,500 
Higher rate band £37,501 - £150,000 

Fiscal year 2020/21 

Salary before tax and NIC   £50,000 
    
Property income calculation:    
Rental income £25,000   
Allowable non-finance costs -£8,000   
Property profits   £17,000 
Total income   £67,000 
    
Income tax calculation:    
£12,500 x 0% £0   
£37,500 x 20% £7,500   
£17,000 x 40% £6,800   
£67,000   £14,300 
    
Finance cost tax reduction calculated on 
property profits (£17,000 x 20%) 

   
-£3,400 

    
Final income tax   £10,900 
    

Harry’s tax reduction is calculated as 20% of the lower of: 

 Finance costs = £20,000 
 Property profits = £17,000 
 Adjusted total income (exceeding personal allowance) = £54,500 

The lowest figure is property profits, so £17,000 x 20% = £3,400 tax reduction. 

The £3,000 finance costs (£20,000 - £17,000) that haven’t been used to calculate his basic rate tax 
reduction are carried forward to calculate his basic rate tax reduction in the following year. 
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For the fiscal year 2021/22, Harry’s salary is £50,000 and his rental income is £35,000. His buy to let 
interest is still £20,000 and he has other allowable expenses of £4,500. 

Fiscal year 2021/22 

Salary before tax and NIC   £50,000 
    
Property income calculation:    
Rental income £35,000   
Allowable non-finance costs -£4,500   
Property profits   £30,500 
Total income   £80,500 

    
Income tax calculation:    
£12,500 x 0% £0   
£37,500 x 20% £7,500   
£30,500 x 40% £12,200   
£80,500   £19,700 
    
Tax reduction calculated on finance costs 
(£23,000 x 20%) 

   
-£4,600 

    
Final income tax   £15,100 

    
 

Harry’s tax reduction is calculated as 20% of the lower of: 

 Finance costs = £20,000 of the current year and £3,000 brought forward = £23,000 
 Property profits = £30,500 
 Adjusted total income (exceeding personal allowance) = £68,000 

The lowest figure is finance costs, so £23,000 x 20% = £4,600 tax reduction. 
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PART SIX: END OF THE WEAR AND TEAR ALLOWANCE FOR INDIVIDUALS  

The ‘Wear and tear allowance’ was scrapped from 6th April 2016. 

Landlords of furnished residential properties were allowed previously to claim 10% of their net rental 
income, to allow for ‘wear and tear’ on their properties. 

They could claim this whether or not they repaired or replaced any of the furnishings or fittings. 

Landlords can now only claim tax relief when they replace furniture, furnishings, and kitchenware, 
provided for the tenant’s use in the property. 

The new tax relief will cover the replacement costs of items such as chairs, beds, wardrobes, sofas, 
other furniture, TVs, white goods, curtains, and carpets.  

A deduction is only available for the replacement cost, not the cost of the initial purchase.  

Example: - 2021/2022 

Bob lets out a fully furnished home. The rent is £1,500 a month. 

The tenants meet the cost of utility bills and council tax. 

Bob plans to replace the sofa, an armchair, curtains, a freezer and a washing machine in the near 
future. He anticipates that the replacements will cost £2,900. 

He will be able to claim a deduction of £2,900 for the actual cost of the above replacements under this 
new relief. 
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PART SEVEN: CGT COMPUTATIONS RE THE NEW REGIME 

MAIN RESIDENCE RELIEF (MRR) 

The government has recently made changes to MRR in order that the benefits of this legislation remain 
with the owner occupiers of residential homes, rather than purely the owners. Big changes have been 
made for example to lettings relief and the final period exemption. There is also a new 60 day CGT pay 
and file regime when you make a capital gain chargeable to CGT on the sale of a house or flat. This 
new regime applies to individuals, not companies. 

Lettings Relief (LR) 

LR was introduced in 1980 in order to allow homeowners to take in lodgers and also to let out spare 
rooms, without losing MRR. 

The government has felt that LR had become too generous, with big CGT exemptions for those who let 
out and do not occupy their home. 

For capital gains made prior to 6th April 2020, the relief applied where the entire property was let out, 
during a period of ownership, so long as the property qualified for MRR for at least part of the period of 
ownership. 

However, if a landlord now exchanges contracts on a house or flat on or after 6th April 2020, the 
condition to meet, to get lettings relief, they must be living in the property alongside the lodgers. 

If the owner allows the tenants to have the entire home, then he will not be eligible to claim CGT lettings 
relief. 

If the CGT lettings relief is available, it remains the lower of the following: 

 The main residence relief available 
 The amount of the chargeable gain relating to the letting 
 £40,000 

Example 1: Capital gain in 2020/21 

Jack exchanged to sell his house in Gerrards Cross on 1st May 2020. He made a capital gain on the 
sale of the property of £350,000. He completed the sale on 1st June 2020. Jack is a higher rate income 
tax payer. He has never married. 

He acquired the property on 1st May 2010 and occupied it by himself until 1st May 2015 when he took 
in three lodgers. He continued to live in the property with the lodgers, him taking 60% and the lodgers 
40% of the floor space until its sale on 1st May 2020. 

What is his chargeable capital gain? 

 £ 
Gain on sale 350,000 
Less: Exempt due to MRR:  
100 months / 120 months ownership (291,667) 
 58,333 
Less: Lettings relief (40,000) 
 18,333 
Less CGT annual exemption (12,300) 
Chargeable Gain 6,033 

CGT payable @ 28% = £1,689  
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Notes to the computation: 

1) Jack did not have only one lodger under the rent a room scheme, nor can we assume he would 
have been inside SP14/80, so we will assume that Jack was running a lodging business from his 
home. HMRC draw a distinction between a private individual taking in a sole lodger to their home 
and someone who is running a lodging business. If you have more than one lodger, HMRC tend 
to consider this a sign that one is operating a business. Letting relief applies however in both cases 
as long as the landlord is living in the home at the same time.  
 

2) Jack had three lodgers living with him in the last five years of his ownership, he was also living there 
himself and still had a percentage of the property as his main residence, therefore he can claim the 
appropriate part of MRR for this in addition to the lettings relief. 
 

3) He gets 100% main residence for all the periods he is in the dwelling on his own. 
 

4) Months living in the house exclusively   60 
Months living in the house at 60%  
(51 x 60%)       31 
Last 9 months        9 
      100 

5) The lettings relief available would be the lower of: 
 

a) Main residence relief available: £291,667 
b) The amount of the gain relating to the letting: £58,333 
c) £40,000 

 
The lettings relief is £40,000. 
 

6) The final period exemption is now only 9 months. 
 

7) This CGT was payable on 1st July 2020 under the new ’30 day CGT pay and file’ CGT regime. 
 

8) The amount of the gain due to the letting can be proved by taking 51 months (60 – the last 9 months) 
at 40% = 20 divided by the total 120 months and multiplied by the total gain of £350,000 = £58,333. 

 
 

 

The final period exemption 

So long as a house or flat has, at some time, been the individual’s only or main residence, the last 9 
months of ownership (18 months for disposals prior to 6th April 2020) are exempt from CGT in 
calculating the chargeable capital gain, whether they are living there or not. 

Prior to 6th April 2014, the period was 36 months.  
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Example 2 

Capital gain example: 2020/21 

Tom acquired a lovely house in Woodford Green in Essex for £400,000 on 1st January 2014 and lived 
in it as his principle private residence. On 31st December 2016, Tom moved out of the property and 
went to live with his girlfriend Anne. He rented out the property from 31st December 2016. 

On 8th April 2020 he exchanged to sell the property and completed the sale on 30th April 2020. He sold 
the property for £850,000. 

Tom is a higher rate income taxpayer. 

The taxable gain he has made is: 

 £ 
Proceeds 850,000 
Cost (400,000) 
Capital gain 450,000 
Less: PPR relief (see below) (270,000) 
Net gain 180,000 
Less lettings relief   - 
 180,000 
Less CGT annual exemption (12,300) 
Taxable gain 167,700 

 

CGT payable: 

£167,700 @ 28% = £46,956 

This CGT of £46,956 is payable within 30 days of completion i.e. by 30th May 2020. 

Note 

1) The PPR relief is calculated as the capital gain of £450,000 pro-rated by the actual period of 
occupation (36 months) and the deemed occupation (9 months) against the total period of 
ownership (75 months): 
 
i.e. £450,00 x 45/75 = £270,000 
 

2) Tom will get no CGT lettings relief on this disposal in 2020/21. 
 
From 6th April 2020, the lettings relief of £40,000 is only available if the owner had occupied the 
property with the tenant. Tom has not done this, so no CGT lettings relief. 
 

3) If he had sold the property a bit earlier, i.e. say in March 2020 (i.e. in 2019/20) he would have 
qualified for the lettings relief of £40,000. 
 

4) If he had sold the property in 2019/20 he would also have qualified for the last 18 months of 
ownership as exempt deemed occupation. This would have considerably reduced the CGT payable. 
However, because he sold in 2020/21, the deemed occupation is only 9 months (lower figure). 
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5) By selling in 2020/21 he also comes under the new 30 day CGT pay and file regime. He has to 
notify HMRC of the gain and also pay the CGT much earlier, i.e. within 30 days of completion. The 
CGT is due on 30th May 2020! 

Losses 

Brought forward capital losses prior to the disposal of the residential property can be taken into account 
when calculating the notional CGT payable. 

This includes the set off of capital losses realised in the same fiscal year but prior to the disposal of the 
rental property. However, a capital loss arising later in the same tax year, after the house disposal, on 
another asset, can only be taken into account when filing the individual’s self-assessment tax return for 
the year. This is very unfair! This creates distortions and cash flow problems. 

Example 3 

Louise (a higher rate taxpayer) completes the sale of her buy to let property on 31st July 2020 producing 
a chargeable gain of £40,300. She will have to notify HMRC of the gain within 30 days of completion 
i.e. by 30th August 2020. 

2020/21: The CGT payable will be: 

 £ 

 40,300 

Less: Annual CGT exemption 12,300 

Gain 28,000 

£28,000 @ 28% = £7,840 

The CGT payable will be due by 30th August 2020. 

Louise also sold some shares on 1st September 2020, producing a capital loss of £29,500. Accordingly, 
Louise has no CGT liability for the 2020/21 fiscal year. However, she will be unable to claim the CGT 
refund of £7,840 until she submits her self-assessment tax return after 5th April 2021. 

Exception 

If a UK residential property sale gives rise to a capital loss, then the client can make an in year CGT 
repayment claim. 

They can make a repayment claim in respect of any CGT already paid in the fiscal year on an earlier 
disposal of a UK residential property (schedule 2 para 9 TCGA 1992). 
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Example 4 

2020/21 tax year 

May 2020 August 2020 

Anne sells a UK rental property Anne sells another UK rental property 

Gain: £100,000 For a £120,000 loss 

CGT payable £28,000  

(ignoring the CGT annual exemption)  

She will then be able to submit a CGT in year tax repayment claim. 

She could not do this if the disposal in August 2020 was of shares! 

 

A return via the client’s ‘capital gains tax on UK property account’ will not be necessary if the disposal 
gives rise to a capital loss. 

However, the taxpayer may wish to make a return (and is allowed to) in order to make a repayment 
claim in respect of any CGT already paid in the fiscal year on an earlier disposal of UK land. 
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PART EIGHT: FURNISHED HOLIDAY LETTINGS 

Furnished Holiday Lettings 

The new 60 day pay and file regime will also apply to the disposal of furnished holiday lettings 
properties. 

Question….. 

If, on 1st March 2022 an individual (a higher rate income tax payer) sells a Furnished Holiday Lettings 
Property, what rate of CGT will they pay on the capital gain? 

Will the rate be….. 

1. The 28% higher CGT rate, when individuals sell properties that are not their PPR? 

2. The 10% CGT rate due to Entrepreneurs’ Relief? Or….. 

3. The lower 20% rate of CGT? 

The answer….. 

If the disposal meets the appropriate legislation conditions, then the sale of the Furnished Holiday 
Lettings property will qualify for CGT Entrepreneurs’ Relief at 10%. 

 

 

Further question….. 

If the individual has 5 Furnished Holiday Lettings properties, and sells one of them, does he still get 
CGT Entrepreneurs’ Relief? 

The answer….. 

To obtain Entrepreneurs’ Relief in this situation, the vendor will have to successfully argue that he is 
disposing of a part of his business, rather than an asset used in his business. 

Factors that might support his argument could include the property being in a different geographical 
location to the others, or possibly that it is marketed as a separate type of business, to a different 
target market. However, if you have 5 very similar Furnished Holiday Lettings properties all next door 
to one another, I think you would really struggle to successfully claim Entrepreneurs’ Relief on the 
sale of one of them i.e. it’s an asset of the business, not part of the business. 

Final extra question….. 

If a client sells a furnished holiday lettings property, and fails to get Entrepreneurs’ Relief, what rate of 
CGT do they pay on the gain? 

Answer….. 

If the client is a basic rate taxpayer, then the gain will be taxed at 18%. However, if he is a higher rate 
taxpayer for income tax, the gain will be taxed at 28%. 

It’s going to depend on the facts and circumstances, and also the income tax rate position of the 
seller.  
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Furnished Holiday Lettings and IHT Business Property Relief 

Recent cases reinforce HMRC’s view that furnished holiday lettings do not qualify for inheritance tax 
business property relief. For the purposes of inheritance tax, business property relief (BPR) reduces 
the value transferred by a transfer of value to the extent that it is attributable to ‘relevant business 
property’ (IHTA 1984/S104). 

BPR is available at 100% on property consisting of a business or an interest in a business, which can 
include a partner’s share in a partnership business (see IHTM25152). However, no BPR will be 
allowed where the business consists wholly or mainly of making/holding investments or dealing in 
securities, stocks/shares or land/buildings.  

HMRC’s view 

HMRC’s view is that furnished holiday lets will in general not qualify for BPR. The income derived 
from such businesses will largely consist of rent in return for the occupation of property. There may 
however be cases where the level of additional services provided is so high that the activity can be 
considered as non-investment, and each case needs to be treated on its own facts. 

The Best Case 
 
The First Tier Tax Tribunal ruling in HMRC v Best [2014] UKFTT 077 (TC) denied BPR relief in respect 
of the deceased’s shares in an unquoted company which managed a Business Centre letting office 
space, warehouses and light industrial units. 
 
In addition to providing the office space, the company performed a number of additional services for the 
monthly service charge, including;  
 

 Provision of a receptionist and telephone operator; 
 Provision of security guards; 
 Cleaning of common areas; 
 Grass cutting; 
 Site maintenance and pest control.  

 
Further services were offered for an additional fee.  The tribunal judge mentioned a number of tax cases 
including Pawson but cited CIR v George & Loochin (Stedman's Executors) [2004] as the most 
important.  That case concerned caravan parks and confirmed the need to consider whether the 
provision of non-investment services is a large part of the business activities measured in terms of time, 
turnover and profit. 
 
The decision in Best was that the business ‘in the round’ consisted predominately of investment 
activities when analysing both qualitative and quantitative assessments.  Most of the income generated 
from the non-investment activity related to recharges for telephone, postage and electric costs, which 
was minimal.  
 
HMRC’s success in Pawson and Best may cause some concern regarding other activities that have 
minimal input by the owner and that offer limited facilities. To date hotels and bed and breakfast activities 
have generally been accepted as qualifying for BPR per HMRC guidance.  However,  HMRC are now 
scrutinising claims to determine what other services are provided and the extent of the activities 
undertaken in connection with the business.  
 
Given the decisions in recent case law, HMRC are looking to introduce new guidance in their manuals 
on the availability of BPR. The following is the proposed new guidance for each of the business areas 
concerned: 
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“Hotels, Bed and Breakfast, Residential Homes and other accommodation  
 
There are increasing numbers of businesses providing accommodation services for various groups, 
such as asylum seekers or vulnerable adults. The range of services provided in these businesses can 
vary enormously, and you will need to examine them in detail to establish where they sit on the 
trading/investment spectrum. 
 
The self-service/budget hotel industry has expanded considerably since Vinelott J’s 1982 observation, 
and you should also ascertain the nature of a ‘hotel’ business to establish whether on the facts it actually 
falls at the investment end of the spectrum. 

Footnote: 

There was a useful case released in 2018 on IHT and BPR and furnished holiday lettings… Personal 
representatives of Grace Joyce Graham (deceased) 2018 (TC6536). 

As usual, in this case, HMRC refused to give IHT Business Property Relief when a lady died and left 
her furnished holiday lettings business to her son. 

However, in this case, the executors decided to fight back, and went to the lower tier tribunal, insisting 
that Mrs Graham’s estate should get BPR on the ‘business’. 

During her lifetime, Mrs Graham spent almost every day looking after her four holiday flats. 

Guests had the use of an outdoor pool, extensive and well maintained gardens, a sauna, games room, 
laundry service, and a barbecue area. 

• A separate guest lounge was available. 

• She gave a daily bed linen and towel service, and replaced the toiletries and cleaning materials 
daily. 

• She even provided a golf buggy and bicycles. 

• She was always on hand to welcome new guests and did their shopping for them if they wanted 
and gave a daily service. 

The executors, at the tribunal, insisted that she was running a business. 

The judge looked at the previous cases such as Pawson, etc.  

The judge stated that in view of the significant services provided to the occupiers of each property, ‘a 
business’ was taking place! 
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PART NINE: STAMP DUTY LAND TAX UPDATE AND PLANNING 

Normal mainstream SDLT rates re purchasing residential property (outside of SDLT holiday) 

Property Cost SDLT Rate 

Up to £125,000 Zero 

£125,000 to £250,000 2% 

£250,001 to £925,000 5% 

£925,001 to £1.5million 10% 

Over £1.5million 12% 

 

Purchasing a second home (or rental domestic property) Rates (3% surcharge) 

Property Cost SDLT Rate 

Up to £125,000 3% 

£125,000 to £250,000 5% 

£250,001 to £925,000 8% 

£925,001 to £1.5million 13% 

Over £1.5million 15% 

 

SDLT… further thoughts 

In general terms, no SDLT will be payable if there is no chargeable consideration payable on a land 
transaction. However, there are exceptions to this general rule. There is a SDLT trap where the 
purchaser is a connected company. In this case, the chargeable consideration will be the market value 
of the land at the appropriate date. 
 
Accountants will have come across this area when dealing with incorporations of businesses involving 
the transfer of land or buildings. They will have found that there is no similar tax relief for SDLT like the 
CGT holdover incorporation relief. 
 
However, the taxpayer can do some SDLT planning if a partnership incorporation is involved, due to 
the application of the special SDLT partnership provisions re the chargeable consideration (see Sch 15, 
FA 2003). 
 
If the planning works, it will in some cases reduce the SDLT on the transfer to nil. We have also seen 
recently a trend for clients to transfer their rental portfolios into a limited company, largely due to the 
interest restrictions introduced from 6th April 2020 for income tax. 
 
When the rental property portfolio is transferred into a limited company, you also need to be very careful 
regarding the capital gains tax position. 
 
Additionally, in the second half of 2021, taxpayers also sought to do this, to take advantage of the 
reduced SDLT rates during the stamp duty holiday. 

Footnote: 

 Non-UK residents, who buy houses and flats in the UK from 1st April 2021 onwards now face a 
2% SDLT surcharge. 

 Continue to be careful when a company purchases a house or flat costing over £500,000. They 
could face one rate of SDLT on the whole of the purchase price, namely 15%!  
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PART TEN: MAKING TAX DIGITAL FOR INCOME TAX AND LANDLORDS 

Making tax Digital for income tax SA for self-employed individuals has been postponed yet again! 

MTD for income tax SA for individuals will now commence on 6th April 2024. 

However, this is not the full story.  

MTD for income tax SA will apply to general partnerships from 6th April 2025, and for other partnerships 
such as LLPs and partnerships with a corporate partner will start from a date yet to be notified.  

The biggest change (and impact) will be a complete shift from annual reporting to quarterly reporting. 

Those individuals who have gross income from property and/or self-employment in excess of £10,000 
per fiscal year, will have to enter the MTD for ITSA regime from 6th April 2024. 

They will be required to… 

 Maintain and keep income and expenses records digitally. 
 Use MTD compatible software to submit digital quarterly updates (i.e. accounts turnover and 

expenses) and end of period statements. 
 Submit a final declaration for each fiscal year. 

Example 

Using a 31st March year end, under the new MTD regime, quarterly reports would be required by:  

  Filing Date 

Quarter 1 April to June 5th August  
Quarter 2 July to September 5th November 
Quarter 3 October to December 5th February  
Quarter 4 January to March 5th May 

 

Payment of Income Tax 

I also think that the payments of income tax and NIC (For self employed taxpayers) will switch (From 
31st January and 31st July) to quarterly income tax payments, from 6th April 2024! 

End of Period Statements 

Relevant taxpayers must provide an end of period statement for each income source. This must include: 

 End of period information, for example accounting adjustments and appropriate reliefs claimed, 
and… 

 A declaration that the information contained in the statement is both correct and complete. 

The end of period statements must be submitted electronically to HMRC by 31st January after the end 
of the appropriate fiscal year in question. 

Final declaration 

Additionally, a final declaration will replace the self-assessment tax return. The taxpayer will advise 
HMRC regarding any other further personal income and submit claims for reliefs. Final declarations are 
to be submitted by 31st January after the end of the tax year.  
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PART ELEVEN: TEN KEY POINTS  
 

1) Constantly liaise with your individual landlord clients and remind them to tell you as soon as 
they complete the sale of rental houses or flats or second homes. 
 

2) Get all personal landlord clients to open up a personal government gateway account now! 
 

3) Get the original purchase prices/costs of each of their rental properties. 
 

4) Beware the “Batchelor” moving out, renting, then selling. 
 

5) For any HMRC disputes, consider ADR! 
 

6) Beware re the possible 15% SDLT rate when the company buys houses or flats. 
 

7) If you are leaving a commercial rental property in your will, it will be very difficult to get 100% 
IHT BPR 
 

8) Do your SDLT/CGT planning if you plan to incorporate your rental property portfolio. 
 

9) Plan ahead for making tax digital for income tax for landlords. 
 

10) There is a possibility that the chancellor may in due course make big further changes to the 
personal capital gains tax regime, including the introduction of a CGT PPR lifetime cap! 

 

 

 


