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Tax Newsletter – April 2019 

This month we look at our summary of the Spring Statement, IR35 reforms for the Private Sector, using your 
ISA allowance before the end of the tax year, how long you should keep your business records for, charges 
for disguised remuneration loans and the important tax dates for April/May 2019. 
 
If you have any questions or would like to discuss an article in more detail, please contact us. 

 
No tax changes announced in the Spring Statement 
 
The Spring Statement was made by Chancellor, Philip 
Hammond at lunchtime and following the Brexit vote last 
night, it was no surprise that tax was not the main focus 
of today. However, it is certain that tax has not been 
forgotten with the raft of consultations in the coming 
months. 
 
Making Tax Digital (“MTD”) comes into force from 1 April 
2019 for VAT. The Chancellor sees this as an important 
first step in the modernisation of the tax system to which 
the government remains committed. The focus will be on 
supporting businesses through the transition and the 
government announced it will not be mandating any new 
taxes on businesses in 2020. 
 
2019 tax rates & proposed changes at a glance 
 
Personal Taxation – 2019/20 

 Income Tax - 20/40% rates with the basic rate band up to £37,500 in 2019/20 with personal 
allowances up to £12,500, so taxpayers hit the 40% rate if income exceeds £50,000 (£46,350 in 
2018/19) but lose their personal allowance if income exceeds £100,000.  

 National Insurance Contributions (NICs) - continues with rates of 12/2% for employees and self-
employed rates (Class 4 NICs) continue at 9%/2% from April 2019. 

 Property income – interest relief was restricted for residential buy-to-lets (excluding furnished 
holiday lettings) from April 2017 and down to basic rate (20%) by April 2020. Rent-a-room relief 
remains at £7,500pa. 

 Dividend income – Dividend tax started on 6 April 2016 with a rate of 7.5% above £5,000pa, 32.5% 
for higher rate taxpayers & 38.1% for income above £150,000pa. The tax-free dividend allowance 
remains at £2,000. 

 Capital Gains Tax – The main tax rate is 20% for higher rate taxpayers (top slice only) & down to 
10% for basic rate taxpayers from 6 April 2016, except 28%/18% for residential property 
sales.  Entrepreneurs’ Relief continues with tax rate of 10% for lifetime gains of £10 million per 
individual with 10% relief extended to individuals on private trading company shares held for over 3 
years. 

 Enterprise investment scheme (EIS) relief-limit up to £2m (from £1m) for tech. companies. 
However, there will be draft guidelines for comment alongside draft legislation regarding approving 
such funds. 

 Inheritance Tax - nil rate band frozen at £325,000 until 2021 but the exemption extended by 
£125,000 from April 2018 for family homes. Exemption for pension funds transferred on death before 
age 75. 

 ISA allowances – Limit kept at £20,000pa with a special ISA for first-time house buyers. 

 Pensions tax relief – Higher rate tax relief to be restricted for income in excess of £150,000pa. 
Contribution tax relief is capped at £40,000pa but was reduced to £10,000pa from 6 April 2016. 
 

Business Taxation – 2019/20 

 Corporation tax - Rates for all companies 19% from April 2017 & confirmed will be reduced to 17% 
from April 2020. Loans to shareholders are now taxed at 32.5%. 

 Capital allowances -100% relief limit for equipment purchases is £1,000,000pa from January 2019. 



 

            

 Structures and Buildings Allowance – draft legislation to introduce a new permanent allowance 
for investments in non-residential structures and buildings to create a more competitive regime for 
businesses as announced at the 2018 Budget. 

 National insurance contributions (NICs) – Employment allowance consultation on restricting this 
to businesses with employer NIC bill below £100,000. 

 VAT - standard rate - standard rate maintained at 20% and registration threshold frozen remains at 
£85,000. 

 Stamp Duty on shares – consultation introducing a general market value rule for transfers between 
connected persons. 

 Research and Development (R&D)– following 2018 Budget a consultation on preventing the abuse 
of R&D tax relief. 

 
Ellacotts Top Ten Tax Tips 
 

1. The personal allowance is planned to increase by £650 (to £12,500) from 6 April 2019 and the basic 

rate band will be increased to £37,500 so the 40% tax rate applies to chargeable annual income 

exceeding £50,000.  Family businesses should consider how each member withdraws profits 

from the business to maximise use of the tax allowances and rate bands.  However, the dividend 

tax now applies to company dividends exceeding £2,000pa. 

 

2. A 60% income tax rate applies to those whose income falls between £100,000 and £125,000 in 

2019/20.  Anyone who believes their personal income may exceed £100,000 per annum 

should consider whether they can claim tax relief (eg pension payments) or share income 

with other members of the family.  Please ask for advice about your pension planning. 

 

3. The company corporation tax rate is now 19% in April 2019 and will reduce to 17% in April 

2020.  So, some partnerships and sole traders could consider incorporating into a limited 

company to benefit from lower tax rates. The government plans a review of incorporation so 

beware! 

 

4. The annual limit for individual savings accounts (ISAs) will be £20,000 from April 2019.  ISAs are 

very tax-efficient and the increased limit and simplified structure will make it easier to make 

investments that save income tax.  Please ask for advice on this if relevant. 

 

5. Tax relief is restricted for higher income individuals (>£150,000pa) from 6 April 2016 but radical 

changes for pension schemes in 2015 allow more access to funds.  Access to pension funds will be 

much more flexible although income tax will be payable on these amounts. Inherited pension 

funds and income from joint annuities will no longer suffer a tax charge.  Pension planning will be 

even more important especially for those at or approaching retirement. 

 

6. The main capital gains tax rate is now 20% for higher rate taxpayers, trusts and estates and down to 

10% for basic rate taxpayers. Rates of 28%/18% rates continue for capital gains on sale of 

residential properties.  Entrepreneur’s relief continues to reduce the rate to 10% for qualifying gains 

up to £10 million on trading asset disposals.  Business owners should check carefully whether 

they qualify for entrepreneurs’ relief as this relief could be worth up to £1,000,000 in tax savings 

per individual.  However, beware new on holding the assets/shares for 24 months. 

 

7. The increase of the inheritance tax nil rate band from £325,000 to £500,000 (for family homes) per 

individual (£1 million per couple) will allow more wealth to pass to the next generation without tax 

being payable at 40%. This encourages longer-term planning to start at an earlier age and the use of 



 

            

family trusts to protect assets for younger beneficiaries. So what’s your family succession 

strategy? 

 

8. Significant capital allowances at 100% on £1,000,000 of equipment purchases provide a major tax 

payback for capital-intensive businesses (eg farmers, hauliers & manufacturers).  Timing of 

planned capital expenditure is crucial to ensure tax relief falls into the best tax year. 

 

9. The R&D tax credits are still a very tax efficient way of enhancing your business and helping with 

investment into new projects. Make sure that your company is maximising its ability  to make 

this claim in the next tax year. 

 

10. New tax residence rules started in April 2013 and, for many individuals, this makes it more difficult 

for them to escape liability to UK taxes if they spend time abroad.  These rules are complicated 

and we can advise those who are affected by the consequences of these changes.   

New rules apply to non-domiciled individuals resident in the UK since April 2017. 

In the meantime, if you would like to speak to us about any particular point, please contact Ann Bibby on 
01295 250401 or abibby@ellacotts.co.uk. 

New 2019/20 tax rate cards 

We have prepared our handy tax rates card for the 2019/20 tax year which you can download here. 
 

IR35 reforms for the Private Sector 
 
The government has published a policy paper and consultation document on the proposed changes to the 
off-payroll working rules, or IR35, which will affect all medium and large private sector businesses in the UK 
from April 2020. 
 
The Chancellor first announced the changes during the October 2018 Budget and it will see all medium and 
large private sector businesses become responsible for setting the employment status of any temporary or 
contract worker they use. It is designed to stop contractors benefiting from tax advantages and working as 
disguised permanent employees. 
 
The changes will mean that these businesses will also be responsible if HMRC deems there are any 
inaccuracies to the employment status of workers and it is likely to prove to be a huge administrative burden 
for businesses. Businesses are therefore advised to start planning now. Ellacotts has significant experience 
in advising the firm on IR35 and can assist in your planning. 
 
In the document, the government has committed to ensuring that an enhanced Check Employment Status for 
Tax (CEST) service will be available before the reform is implemented. There will also be an education and 
support package put in place to guide employers. 
 
The changes will be based on the off-payroll working legislation introduced in the public sector in April 2017. 
The document states that: 
 
“Companies will be required to make a determination of a worker’s employment status and communicate that 
determination. In addition, the feepayer (usually the organisation paying the worker’s Personal Service 
Company (PSC)) will need to make deductions for Income Tax and National Insurance Contributions (NICs) 
and pay any employer NICs. Affected organisations should, therefore, familiarise themselves with the 
existing legislation in Chapter 10, Part 2 of the Income Tax (Earnings and Pensions) Act (ITEPA) 2003.” 
 
The document is open for comments until 28 May 2019. 
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If you are worried about your IR35 status and would like advice contact Derek Boughton on 01295 250401 or 
dboughton@ellacotts.co.uk. 

Everything you need to know about ISAs 

Each tax year, from the age of 16 we are each given an annual Individual Savings Account (ISA) allowance. 
The ISA limit for 2018/19 is £20,000, and anyone wishing to utilise their allowance should do so before the 
deadline at midnight on Friday 5 April 2019. The date marks the end of the 2018/19 tax year. It is a ‘use it or 
lose it’ allowance, meaning that if you don’t use all or part of it in one tax year, you cannot take that 
allowance over to the next year. Utilising your ISA allowance to invest tax-efficiently could lead to significant 
savings in Income Tax and Capital Gains Tax and even improve your potential returns. We’ve answered 
some typical questions we get asked about how to best use the ISA allowance to help make the most of the 
opportunities as this tax year draws to a close. 
 
Q: What is an ISA? 
A: An ISA is a ‘tax-efficient wrapper’ designed to go around an investment. Types of ISA include a Cash ISA 
and Stocks & Shares ISA. A Cash ISA is like a normal deposit account, except that you pay no tax on the 
interest you earn. Stocks & Shares ISAs allow you to invest in equities, bonds or commercial property 
without paying personal tax on your proceeds. There are also Innovative Finance ISAs, Lifetime ISAs and 
Help to Buy ISAs (the latter being a type of Cash ISA). 
 
Q: Can I have more than one ISA? 
A: You have a total tax-efficient allowance of £20,000 for this tax year. This means that the sum of money 
you invest across all your ISAs this tax year cannot exceed £20,000 (Lifetime ISAs and Help to Buy ISAs 
have their own lower limits but still use some of the overall £20,000). However, it’s important to bear in mind 
that you have the flexibility to split your tax-free allowance across as many ISAs and ISA types as you wish, 
but you cannot have more than one of each type. For example, you may invest £10,000 in a Stocks & 
Shares ISA and the remaining £10,000 in a Cash ISA, but you cannot invest £10,000 in each of two Cash 
ISAs. This is a useful option for those who want to use their investment for different purposes and over 
varying periods of time. 
 
Q: When will I be able to access the money I save in an ISA? 
A: Some ISAs do tie your money up for a significant period of time. However, others are pretty flexible. If 
you’re after flexibility, variable rate Cash ISAs don’t tend to have a minimum commitment. This means you 
can keep your money in one of these ISAs for as long – or as short a time – as you like. If the ISA is classed 
as a Flexible ISA, funds can be withdrawn and replaced in the same tax year without the replacement using 
up any more of the ISA subscription limit. 
On the other hand, fixed-rate Cash ISAs will typically require you to tie your money up for a set amount of 
time. If you decide to cut the term short, you usually have to pay a penalty. But ISAs that tie your money up 
for longer do tend to have higher interest rates.Stocks & Shares ISAs don’t usually have a minimum 
commitment, which means you can take your money out at any point. That said, your money has to be 
converted back into cash before it can be withdrawn. 
 
Q: What is a Help to Buy ISA? 
A: A Help to Buy ISA is an ISA designed to help first-time buyers aged 16-plus to save up a deposit for their 
home. It is possible to contribute up to £200 per calendar month plus an additional £1,000 lump sum at the 
start, up to an overall maximum of £12,000. The Government will add 25% to the savings, up to a maximum 
of £3,000 on savings of £12,000. If you pay into a Help to Buy ISA in the current tax year, you cannot also 
pay into another Cash ISA. 
 
Q: Could I take advantage of a Lifetime ISA? 
A: You must be 18 or over but under 40 to open a Lifetime ISA. You can use a Lifetime ISA to buy your first 
home or save for later life. You can put in up to £4,000 each year until you’re 50. The Government will add a 
25% bonus to your savings, up to a maximum of £1,000 per year. Any money invested in a Lifetime ISA 
reduces your annual ISA limit accordingly. 
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Q: Is Capital Gains Tax (CGT) Payable on my ISA investment gains? 
A: You don’t have to pay any CGT on profits. You make a profit when you sell an investment for more than 
you purchased it for. If you invest outside an ISA, excluding residential property, any profits made above the 
annual CGT allowance for individuals (£11,700 in the 2018/19 tax year) would be subject to CGT. For basic 
rate taxpayers, CGT is 10% or more if the gains don’t exceed the basic rate band when added to income (or 
20% on any gains that do exceed the basic rate band). For higher and additional rate taxpayers, CGT is 
20%. 
Q: I already have ISAs with several different providers, can I consolidate them? 
A: Yes, you can – and you won’t lose the tax-efficient ‘wrapper’ status if you transfer them rather than 
encashing them. Many previously attractive savings accounts cease to have a good rate of interest, and 
naturally, some Stocks & Shares ISAs don’t perform as well as investors would have hoped. Consolidating 
your ISAs may also substantially reduce your paperwork. 
  
Q: Do I still need a personal pension plan if I have an ISA? 
A:  ISAs and personal pension plans are entirely separate, and both can – and most likely will – form part of 
your financial planning requirements. They both have tax-efficient benefits. An investment-based ISA such 
as a Stocks & Shares ISA could potentially grow your savings as much as a pension plan in the long term. 
However, personal pensions have benefits which ISAs don’t have. For example, the yearly tax-efficient 
pension allowance is higher than the yearly ISA allowance for most people. Also, besides tax-efficient 
income and capital gains within the fund, you also receive tax back on all your pension contributions. This is 
paid at up to the highest rate of tax you pay, up to a maximum of 45%. If you’re in a workplace pension 
scheme, your employer will also usually contribute to your pension plan. From 6 April 2019, the minimum 
employer contribution is at least 3% of your qualifying earnings (earnings between £6,136 and £50,000 as of 
the 2019/20 tax year). Pensions are not normally accessible until age 55. This means there’s no temptation 
to dip in early. An ISA can be a good way to supplement your personal pension planning. The yearly pension 
allowance is in addition to your annual ISA allowance. By using both allowances as much as possible, you’ll 
maximise your tax savings. 
 
Q: What happens to my ISA if I die prematurely? 
A: The funds within your ISA will pass in line with your Will or the intestacy rules if you don’t have a Will. The 
funds remain tax-free whilst your estate is administered. The rules on ISA death benefits allow for an extra 
one-off ISA allowance equal to the value of your ISAs to be given to your spouse or registered civil partner. If 
your spouse is inheriting your ISA funds, this enables them to keep those funds within a tax-free ISA wrapper 
if they wish (even if your ISA funds are not passing to your spouse, they still receive this additional one-off 
ISA allowance which they can make use of, using other funds if they wish). 
If you have any other questions about ISAs or would like to know the most tax efficient way to invest your 
money, please contact Chris Slatter on cslatter@ellacottswealth.co.uk or 01295 250401. 
 
 
 

How long should you keep your business records for? 
 
How long do sole traders have to keep records for? 
 
If you are self-employed and obliged to submit a Self-Assessment tax return, you must keep your tax records 
for at least five years after the 31 January submission deadline of the relevant tax year. For example, if you 
submit your 2018-19 tax return online on or before 31 January 2020, you must keep your records until at 
least the end of January 2025. Records for this purpose include those relating to personal income. 
If you send your tax return more than four years after the deadline, you will need to keep your records for 
fifteen months after you submit your tax return. 
 
If you keep your tax records on a computer, make sure you have sufficient backups of your data to meet 
these requirements. If you change software during the record retention period, you may need to print 
relevant reports if you are unable to maintain access to data backups. 
 
How long do limited companies have to keep records for? 
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If you run your business as a limited company you must keep records for six years from the end of the last 
company financial year they relate to, or longer if: 

 They show a transaction that covers more than one of the company’s accounting periods, 

 The company has bought something that it expects to last more than six years, like equipment or 
machinery, 

 You sent your company tax return late, or 

 HMRC has started a compliance check into your company tax return. 
If you are not in business, the minimum period is 22 months after the 31 January filing deadline and at least 
15 months after filing if later. 
 
What does GDPR mean for how you keep your data? 
 
The new data protection regulations require that you don’t keep the personal data of your customers, staff or 
other contacts beyond the date required by law that they are retained. Keeping this data online or in dusty 
boxes indefinitely is no longer an option, you risk heavy fines if you do. Most online document management 
systems now have a filter process that will help you manage this search and destroy requirement.  
 
Please contact your usual Ellacotts contact for more information on how long you'll need to keep your 
records for.  

 
Disguised remuneration loan charge starts April 2019 
 
This new charge will apply to certain loans to directors and employees that are still outstanding on Friday 5 
April and new arrangements put in place after that date. 
 
The charge affects arrangements involving loans made via Employee Benefit Trusts (EBTs) and similar 
disguised remuneration schemes adjudged by HMRC and the courts to be tax avoidance and liable to PAYE 
and National Insurance Contributions. 
 
There are new reporting and payment obligations that come into force for employers using such schemes 
from Friday 5 April. Where the employer does not pay the tax and National Insurance the liability can be 
passed to the individual who benefited from the loan.  
 
Where the individual concerned had taxable income in the 2018/19 tax year of less than £50,000 they will be 
able to repay the liability over 5 years, and spread over 7 years if their 2018/19 taxable income is less than 
£30,000. 
 
Do you need help on your remuneration loan?  
Contact your usual Ellacotts contact or Ann Bibby on abibby@ellacotts.co.uk or 01295 250401 or fill out our 
contact form before the charge starts so we can help you. 

 
Tax Diary April/May 2019 

Below are important tax deadlines that you need to be aware of: 

1 April 2019 - MTD for VAT starts to apply to VAT record keeping and VAT reporting for return periods 
commencing after this date (unless deferral to 1 October 2019 applies) 

1 April 2019 - Due date for Corporation Tax due for the year ended 30 June 2018. 

6 April 2019 - Start of 2019/20 tax year. 



 

            

6 April 2019 - New workplace pension limits apply, 5% from the worker and 3% from the employer, an 
overall minimum of 8% of earnings. 

19 April 2019 - PAYE and NIC deductions due for month ended 5 April 2019. (Due 22 April 2019 if you pay 
your tax electronically.) 

19 April 2019 - Filing deadline for the CIS300 monthly return for the month ended 5 April 2019.  

19 April 2019 - CIS tax deducted for the month ended 5 April 2019 is payable by today. 

30 April 2019 – 2017-18 tax returns filed after this date will be subject to an additional £10 per day late filing 
penalty. 

1 May 2018 - Due date for Corporation Tax due for the year ended 30 July 2017 (unless quarterly 
instalments apply). 

19 May 2019 - PAYE and NIC deductions due for month ended 5 May 2019. (Due 22 May 2019 if you pay 
your tax electronically.) 

19 May 2019 - Filing deadline for the CIS300 monthly return for the month ended 5 May 2019.  

19 May 2019 - CIS tax deducted for the month ended 5 May 2019 is payable by today. 

31 May 2019 - Ensure all employees have been given their P60s for the 2018-19 tax year. 

If you would like any help or advice on any tax issues please contact our specialist Tax and Wealth Planning 
Partner, Ann Bibby on abibby@ellacotts.co.uk or 01295 250401 or fill out our contact form. 
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