
 

Page - 3 

Contents 
 

About Lee Sharpe .................................................................................................................... 7 

1 About This Guide ........................................................................................................... 8 

1.1 Homeowners ............................................................................................................ 8 
1.2 Buy to Let ................................................................................................................. 8 
1.3 Buy to Sell ................................................................................................................ 8 
1.4 Tax Rates and Devolved Taxes ............................................................................... 9 
1.5 Stamp Taxes ............................................................................................................ 9 
1.6 A Brief Note About Pandemic Measures.................................................................. 9 

2 A Word About Limited Companies ............................................................................ 12 

3 What This Guide is Not About .................................................................................... 13 

4 Staying on the Right Side of the Prison Wall (“Tax Compliance”) ......................... 14 

4.1 Tax Planning and the Duke’s Gardener ................................................................. 14 
4.2 Anti-Avoidance Legislation ..................................................................................... 14 
4.3 The “Ramsay” Doctrine .......................................................................................... 15 
4.4 The DOTAS Disclosure Rules ................................................................................ 15 
4.5 Tax Evasion – The Other Side of the Prison Wall! ................................................. 16 
4.6 General Anti-Abuse Rule (GAAR) .......................................................................... 17 
4.7 Accelerated Payments and Follower Notices ........................................................ 17 
4.8 Special Penalties for Serial Tax Avoiders .............................................................. 17 
4.9 Penalties for “Enablers” and Promoters of Tax Avoidance .................................... 18 
4.10 Security Deposit Legislation ................................................................................... 18 
4.11 VAT Reverse Charge on Construction Services .................................................... 18 
4.12 Making Directors and Shareholders Personally Liable for a Company’s Debts .... 19 

5 Key Tax Dates for Your Diary ..................................................................................... 21 

5.1 New Regime for CGT Payments on Account for Residential Property Disposals . 23 
5.2 Making Tax Digital (MTD) ...................................................................................... 24 

6 Anti-Avoidance Legislation – “Transactions in UK Land” ...................................... 26 

7 Trading in Property ...................................................................................................... 31 

7.1 Notifying HMRC you have Started Trading ............................................................ 31 
7.2 National Insurance (NI) Contributions (and Levies) ............................................... 31 
7.3 Income Tax and NIC for the Property Developer ................................................... 32 



 

Page - 4 

7.4 New £1,000 Allowances – Guard Your Losses ...................................................... 33 
7.5 Property Development and Limited Companies .................................................... 34 
7.6 Accounts and Records ........................................................................................... 34 
7.7 The Construction Industry Scheme (“CIS”) ............................................................ 35 
7.8 Why Bother with the CIS? ...................................................................................... 37 
7.9 VAT......................................................................................................................... 37 
7.10 Property Developers and Trading Stock ................................................................ 38 
7.11 Property Not Acquired as Trading Stock ................................................................ 40 
7.12 Taking Trading Property Stock for Your Own Use – or to Let Out ......................... 42 
7.13 Expenses for Property Developers ........................................................................ 42 
7.14 “Wholly and Exclusively” ........................................................................................ 43 
7.15 Allowable Expenses ............................................................................................... 44 
7.16 Travelling Expenses ............................................................................................... 45 
7.17 Capital Cost of Cars and Other Capital Allowances .............................................. 46 
7.18 Alternative Method for Car Expenses Claims: Mileage .......................................... 48 
7.19 Other Capital Allowances ....................................................................................... 48 
7.20 Employed or Self-Employed? ................................................................................. 50 
7.21 Grossing Up ........................................................................................................... 52 
7.22 Losses .................................................................................................................... 53 
7.23 Finance Costs – Loan Interest ............................................................................... 53 
7.24 Proprietor’s Capital Account ................................................................................... 54 
7.25 Loans for Mixed Purposes ..................................................................................... 56 
7.26 Partnerships ........................................................................................................... 56 

8 Taxation for Homeowners ........................................................................................... 58 

8.1 The Basic Exemption ............................................................................................. 58 
8.2 “Only or Main Residence” ...................................................................................... 58 
8.3 “Garden or Grounds” .............................................................................................. 59 
8.4 Periods of Absence ................................................................................................ 60 
8.5 “Job-Related Accommodation” ............................................................................... 61 
8.6 “The 9 Month Rule” ................................................................................................ 62 
8.7 Nominating Your Main Residence .......................................................................... 62 
8.8 CGT Relief for Letting – Warning ........................................................................... 64 
8.9 Income Tax Relief for Letting – “Rent a Room Relief” ........................................... 66 
8.10 Restrictions on Main Residence Relief .................................................................. 68 
8.11 Possible Refusal of Main Residence Relief ........................................................... 69 
8.12 Pseudo Property Dealing ....................................................................................... 69 
8.13 Enfranchisement of Leasehold Property ................................................................ 70 

9 Property Development of Your Home ........................................................................ 72 



 

Page - 5 

9.1 Selling the Garden .................................................................................................. 73 
9.2 What is a “Main Residence”? ................................................................................. 73 

10 Buy to Let (“BTL”) ....................................................................................................... 77 

10.1 Income from property ............................................................................................. 77 
10.2 Capital v Revenue, and “Wholly and Exclusively” .................................................. 77 
10.3 Allowable Expenses ............................................................................................... 77 
10.4 Bad Debts / The Accruals Basis (See also Cash Basis) ........................................ 78 
10.5 Cash Basis – You May Have to Opt Out! ............................................................... 80 
10.6 Rent Collection ....................................................................................................... 82 
10.7 Staff Costs .............................................................................................................. 82 
10.8 Repairs and Renewals, and Replacing the Entirety of the Asset .......................... 82 
10.9 “Notional Repairs” .................................................................................................. 84 
10.10 Modern Materials .................................................................................................... 84 
10.11 Repairing Newly-Acquired Property ....................................................................... 84 
10.12 Legal and Professional Fees .................................................................................. 85 
10.13 Furniture, etc. ......................................................................................................... 86 
10.14 Renewals Allowance 2.0 aka Replacement of Domestic Items Relief ................... 86 
10.15 How Replacement of Domestic Items Relief Works .............................................. 86 
10.16 Wear and Tear Allowance (up to April 2016) ......................................................... 87 
10.17 Scope of Allowances / Relief .................................................................................. 88 
10.18 Capital Allowances (CAs) ....................................................................................... 88 
10.19 Losses for BTL investors ........................................................................................ 89 

10.19.1 Income Losses .............................................................................................. 89 
10.19.2 Capital Losses ............................................................................................... 90 
10.19.3 Lost Deposit on Off-Plan Purchases ............................................................. 91 

10.20 “Partnerships” and Joint Letting of Property .......................................................... 92 
10.21 Travelling Expenses ............................................................................................... 93 
10.22 Finance Costs for Residential Property Investors .................................................. 93 
10.23 Financing the Property, Developments & Equity Release ..................................... 95 

11 Furnished Holiday Accommodation .......................................................................... 97 

11.1 So, what is “Furnished Holiday Accommodation?” ................................................ 97 
11.2 Furnished Holiday Accommodation (FHA) in the European Economic Area ......... 98 
11.3 Capital Allowances ................................................................................................. 98 
11.4 Losses .................................................................................................................... 98 
11.5 Pension Contributions ............................................................................................ 98 
11.6 Profit Split for Married Couple or Civil Partnership ................................................ 99 
11.7 Capital Gains Tax – for Trading Entities (and FHAs) ............................................. 99 

11.7.1 Entrepreneurs’ Relief (Business Asset Disposal Relief) ............................... 99 
11.7.2 Rollover relief ................................................................................................. 99 
11.7.3 Gifts of Business Assets .............................................................................. 100 



 

Page - 6 

12 Commercial Property................................................................................................. 102 

12.1 Capital Allowances ............................................................................................... 102 
12.2 Premia for Leases ................................................................................................ 102 

13 Entrepreneurs’ Relief (Business Asset Disposal Relief) and Investors’ Relief ... 104 

14 Stamp Duty Land Tax (LBTT in Scotland, LTT in Wales)....................................... 106 

14.1 Residential Properties .......................................................................................... 107 
14.2 Mitigating the New Higher Rate(s) - Multiple Properties ...................................... 108 
14.3 Multiple Dwellings Relief (MDR) ........................................................................... 108 
14.4 Mixed / Multiple Acquisitions ................................................................................ 108 
14.5 New Heading Other Reliefs .................................................................................. 109 
14.6 Commercial (Non/Residential) Properties ............................................................ 110 
14.7 “Chargeable Consideration” ................................................................................. 111 
14.8 Debts (Including Mortgages) ................................................................................ 111 
14.9 Transfer to a Company......................................................................................... 112 
14.10 Exchange of Property ........................................................................................... 112 
14.11 “Linked Transactions” ........................................................................................... 112 
14.12 Companies, Stamp Taxes and ATED .................................................................. 113 

15 Tax Investigations ...................................................................................................... 115 

16 Inheritance Tax for Property Developers ................................................................ 117 

16.1 IHT – The Basics .................................................................................................. 117 
16.2 Nil Rate Band (NRB) ............................................................................................ 117 
16.3 Residence Nil Rate Band (RNRB) ....................................................................... 118 
16.4 Potentially Exempt Transfers (PETs) ................................................................... 120 
16.5 Gifts with Reservation of Benefit .......................................................................... 121 
16.6 Spouse Exemption ............................................................................................... 121 
16.7 Business Property Relief ...................................................................................... 122 
16.8 Balancing IHT and CGT ....................................................................................... 123 

 
 

 

 

  


