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A look into  
the future
At the moment it’s very difficult  
to plan even more than a few days 
in advance, and taxation is no 
different. Read more page 4.

How will VAT change 
after Brexit?
The big change after Brexit will be 
how VAT is charged on trade with 
the remaining 27 member states. 
Read more on Page 2.



Coronavirus Job Retention Scheme –  
We all make mistakes

The big change after Brexit will be 
how VAT is charged on trade with the 
remaining 27 member states. The scale  
of change will be contingent on the  
final negotiated outcome.

Currently, VAT is generally not charged on 
the supply of goods between businesses from 
another European country by the supplier. 
Instead, a business recipient is generally 
required to charge itself VAT, known as 
acquisition VAT, which is typically an accounting 
transaction on the VAT return. There are 
different rules for private customers and various 
other exceptions. For services, the ‘place of 
supply’ rules determine the country in which 
VAT is charged and accounted for.

When the transition period ends on 31 
December 2020, a new UK VAT regime will 
commence and we will all need to understand 
the changes and the implications on trading, 
particularly with our former EU partners. 
New post-Brexit VAT rules have already been 
published for online sales of goods, but many 
other areas will be affected with little time to 
implement the new rules. As the VAT treatment 
of goods and services can be an influencing 
factor, for example, in deciding how you trade 
and who you trade with, you will need to  
keep a close eye on the Brexit outcome and  
in particular the new UK VAT rules. 

Please check www.eqtaxperts.co.uk for  
updates or contact our VAT Taxperts.

Helpful Guidance can be found here and here. 

How will VAT change after Brexit?

Since April 2020, the Coronavirus Job Retention Scheme (CJRS) has paid UK 
employers in excess of £35 billion for furloughed staff, however, it is believed  
that up to £3.5 billion has been claimed fraudulently or paid out in error.  
With the Finance Act 2020 legislation providing HMRC with the ability to levy 
various penalties and fines against employers who commit ‘Furlough Fraud’, 
it is hoped that employers will admit to overpayments rather than risk an 
investigation further down the line.

It is an employer’s responsibility to make sure 
that each CJRS claim is made correctly but if 
an error has been made, HMRC has made the 
process of correcting the error and repaying 
the money ‘as easy as possible’. If you’ve made 
a claim you weren’t entitled to and haven’t yet 
repaid it, you must tell HMRC within the 90-day 
reporting window and it should be done by the 
latest of the following:

• 90 days after you received the grant you 
weren’t entitled to

• 90 days after you received the grant you  
were no longer entitled to keep because  
your circumstances changed

• 20 October 2020.

Failure to do this will result in HMRC issuing 
an assessment for the overpaid grant and 
you’ll be given 30 days to pay with interest 
charged on late payments. If HMRC believe the 
overpayment was ‘deliberate and concealed’, 
a penalty of up to 100% will be added to the 
amount you have to repay, and your details 
may be published along with other deliberate 
tax defaulters.

If you suspect you may have made a mistake 
or a wrongful claim, contact our Employers 
Solutions Taxperts.

https://eqtaxperts.com/
https://www.instituteforgovernment.org.uk/
https://www.gov.uk/topic/business-tax/import-export


Enhanced time to pay arrangements 
As a result of the COVID-19 pandemic, 
HMRC have announced that from 1 October, 
any individual Self Assessment taxpayer 
with a tax liability of up to £30,000 can set 
up a payment plan online to allow the tax 
liability to be paid in monthly instalments 
for up to twelve months. 

The online payment plan has previously been  
in place for liabilities of up to £10,000. However, 
this has been extended, to help ease any potential 
financial burden Self Assessment taxpayers  
may be experiencing due to the coronavirus 
pandemic. The payment plan can also include  
any outstanding tax from 2019/20 along with  
the deferred payment on account from July 2020.

According to HMRC, roughly 95% of Self 
Assessment taxpayers will be eligible to set up  
a time to pay arrangement without speaking  
to a HMRC advisor. 

HMRC have set out the following requirements 
that taxpayers must meet to be eligible to set  
up a time to pay arrangement:

• Must have no outstanding tax returns

• No other tax debts

• No other HMRC payment plans in place

• The debt needs to be between £32 and £30,000

• Payment plan must be set up no later than  
60 days after the due date of the debt.

If you do not meet the above criteria or you need 
longer than a twelve month period to settle the 
debt, this is still possible, however, you will be 
required to call HMRC and discuss this with an 
advisor.

Unlike with the deferment of the July 2020 
payment to account, any Self Assessment taxpayer 
wishing to utilise a time to pay arrangement for 
a 31 January 2021 tax liability, will be charged 
interest from 1 February 2021 for any liability 
outstanding, until the debt is fully paid.

If you require any further assistance to clarify 
what support you are eligible for, please speak  
to one of our EQ Taxperts. 



Spotlight on issuing equity to raise cash
The Government has provided grants and cashflow support to all businesses, but there 
are some other regimes that may help companies generate cash at these uncertain times. 

The Enterprise Investment Scheme (EIS) and 
Seed EIS (SEIS) are initiatives which encourage 
innovation by granting private investors a 
significant tax break when investing in early, 
“high-risk” companies.

The two schemes are similar, but, there are 
some important differences. As the word seed 
would suggest, SEIS is focused on very early-
stage companies, and allows an individual 
to invest up to £100,000 per tax year and to 
receive a 50% tax break in return. The investor 
will also benefit from a capital gains tax 
exemption on any profits that arise from the 
sale of shares after three years.

EIS, on the other hand, focuses on companies 
that have passed that initial seed stage and 
allows an individual to invest up to £1 million 

per tax year and to receive a 30% tax break in 
return. As with SEIS, the investor will also pay 
no capital gains tax on any profit arising from 
the sale of the shares after three years.

Many trades do qualify for SEIS and EIS funding, 
but a number are excluded from the schemes 
entirely. If you are eligible, you can raise 
funds and spend on an activity to promote 
the growth and development of the company, 
such as hiring new employees, developing new 
products or marketing. 

SEIS and EIS have grown in popularity over 
recent years, but the rules on issuing shares are 
complex. If you would like more information 
about SEIS, EIS or other issues surrounding 
equity investment in your business, please 
contact our EQ Taxperts. 

A look into the future
At the moment it’s very difficult to plan even more than a few days in 
advance, and taxation is no different. However, our EQ Taxperts have  
been considering how the Chancellor might begin to recoup some  
of the devastating financial losses of the pandemic. 

Initially, it seems unlikely that Mr Sunak will 
increase either income or corporation tax 
as, post Brexit (remember that!), the UK will 
need to encourage businesses to locate and 
trade in the UK. We might, though, see a 
return to the 50% top rate of income tax 
and further restrictions on pension relief. 
Online traders may see a move towards a 
sales tax to seek to address the blatant tax 
avoidance in this area.

At EQ, we expect that the likely initial 
focus will be on perceived wealth, in 
the form of capital taxes, when the 
next Budget is delivered in potentially 
March 2021, with the Chancellor having 
postponed the scheduled November 2020 
date. So, what could be possible?

CAPITAL GAINS TAX
• The removal of the CGT annual 

exemption, currently £12,300
• A general increase in capital gains  

tax rates

• The removal of certain  
CGT reliefs

• The alignment of capital gains  
tax rates with income tax rates

INHERITANCE TAX
• Removal or restriction of Business 

Property Relief 

• Removal or restriction of Agricultural 
Property Relief

• If the Chancellor is feeling very radical, 
the scrapping of inheritance tax and 
replacement by an annual wealth tax, 
perhaps simpler, more popular and  
easier to collect

No matter what the Chancellor does  
in the next Budget, we have a window  
of planning between now and then  
and we’d recommend an early 
conversation with one of our EQ Taxperts 
to discuss how tax increases may affect  
you and/or your business.

https://www.gov.uk/hmrc-internal-manuals/venture-capital-schemes-manual/vcm3010


Restructuring for succession
When thinking about the future and 
plans for succession, the structure of your 
business is an important consideration. 
Having the wrong structure may prevent 
you from doing what you would like  
to do, so it is important to regularly  
assess whether your business structure  
is fit for purpose. 

The ownership structure or business’s ownership 
of assets may create barriers that can prevent 
you from either selling or transferring your 
business to a third party, family members or 
employees. For example:

• An over-complicated ownership structure  
may make the company unsellable

• A company may own assets that a potential 
buyer may not want or cannot afford

• There may be key trading assets that are 
owned personally and not in the business

• A company may have multiple trades with  
only one being sellable

• An exiting shareholder may want to retain 
company assets for sentimental or future 
income reasons

• The structure of the business may make  
the tax costs of disposal prohibitive.

The tax cost and available reliefs will often be a 
key consideration in any disposal. In particular 
the trading status of a business is a key condition 
for reliefs such as Business Asset Disposal Relief 
(formerly Entrepreneurs’ Relief) and for the 
tax reliefs available on the transfer of shares 
to an Employee Ownership Trust. Whilst the 
definition of trading varies for different reliefs, 
the structure of a business and the ownership of 
certain assets (including non-trade assets) may 
result in these reliefs being denied.

Planning for future succession can help remove 
any barriers to a future sale, whilst also 
ensuring that the tax costs of a future disposal 
are minimised. We can work with you to 
understand your future objectives and ensure 
your business structure will allow you to achieve 
these plans. Contact our Transaction Taxperts to 
discuss your circumstances. 



Using tax to guide clients through the pandemic
One of our key service lines in recent years has been the delivery of R&D tax credits.  
At the time of writing, we are proud to confirm that we have delivered over £21m  
of tax savings to our clients since we started. 

In previous years, EQ’s R&D Taxperts have 
delivered around 60 R&D claims annually for 
clients, generating around £3m of savings. 
However, at the outset of the pandemic, our R&D 
team were committed to do better and deliver 
quicker savings for our clients. In the 6 months to 
30 September 2020, the team delivered 45 claims 
to clients, with savings totaling more than £2.5m, 
way in excess of our normal delivery rate.

That money has been put to good use by our 
clients in a number of different areas such as: 

• Staff recruitment and retention

• Investment in new equipment

• Accelerated R&D work 

• Infrastructure projects

• Retention of working capital to withstand  
the effects of the pandemic.

R&D tax credits are a well-balanced relief, 
targeted at innovation to allow further 
investment and growth. Whilst there are  
several tax boutiques over selling this service  

and submitting spurious claims, it’s important  
to EQ that we have a 100% success rate.

Looking back at the pandemic in years to come, 
there will be many judged  
by the way they acted  
during that time.  
At EQ, we’re  
proud to say  
that individually  
and collectively  
we stepped up  
to the plate,  
using tax reliefs 
as they were  
intended to the  
benefit of our clients  
and the outstanding  
work they do.

Share the wealth!
In light of the global pandemic, we all have a heightened sense of our own mortality –  
this might prompt you to think about your assets and what will happen to them in the 
event of your untimely death. Hopefully you already have a will in place, but have you 
thought about Inheritance Tax? If you have a lot of assets, some of these may have to  
be sold to cover tax liabilities after your death, so your family may be left with less than 
you’d expect. There is plenty you can do to mitigate this, and the earlier you think about it, 
the greater the savings could be!

You may wish to make an outright lifetime 
gift, so your family can enjoy the use of these 
assets at an earlier date. If you want to retain 
some control over the assets, but still allow 
your family to benefit from them, you could 
consider setting up a Trust. These gifts will fall 
out of your estate after 7 years, so consider 
making them as early as possible.

There are also ways of reducing your IHT 
exposure without giving away your capital 
assets – consider using your annual exemption 
of £3,000 (plus last years exemption if not 

already used). You can make small gifts up to 
£250 per person per year, and wedding gifts 
of up to £5,000 are exempt (depending on the 
recipient). One of the main exemptions which 
many people forget about, is the exemption  
for gifts out of surplus income – this could  
stop your IHT issue from getting any worse!

There is no “one size fits all” solution for 
reducing IHT exposure – it needs to be 
reviewed on a case by case basis. Contact  
our Private Client Taxperts to discuss your 
personal circumstances.



eqtaxperts.comTalk to the EQ Taxperts

We are always happy to offer free, no obligation, 
initial consultations, and often act on a tax 
consultancy basis only.

For more information on any of the services 
outlined in this bulletin, or to discuss a particular 
issue with one of our advisors please get in touch. 

Talk to the EQ Taxperts today.

Talk to the EQ Taxperts

Looking for Trusted Tax Advice? CUPAR  
58 Bonnygate, KY15 4LD  
01334 654044

DUNDEE   
14 City Quay, DD1 3JA  
01382 312100

FORFAR   
Westby, 64 West High Street, DD8 1BJ  
01307 474274

GLENROTHES   
Pentland House, Saltire Centre, KY6 2AH  
01592 630055

Disclaimer: We make every effort to ensure that the information provided is accurate and up to date; however, EQ Accountants LLP  
cannot be held responsible for any action taken, or not taken, as a result of reading this publication.  
Contact us at taxation@eqaccountants.co.uk or 01382 312100 for specific advice on how the issues raised could affect you.

Client ProfileAnnual Investment Allowance (AIA)  
– Use it or lose it
The COVID-19 pandemic has adversely 
affected many businesses. As a result, 
it may be necessary to put capital 
expenditure projects on hold until next 
year, or later. However, while this may  
be necessary from a cashflow perspective, 
from a tax relief perspective, it may be  
far from desirable. 

By way of a recap, the AIA allows a business 
to obtain 100% tax relief on qualifying capital 
expenditure incurred in an accounting period up 
to the AIA limit, in effect, providing immediate 
relief for that expenditure. It is the current 
intention that the AIA for businesses will  
decrease from £1m to £200k from 1 January 2021. 

ACCOUNTING PERIODS STRADDLING  
31 DECEMBER 2020
The transitional provisions for periods straddling 
31 December 2020 can operate harshly, meaning 
delayed expenditure from 2020 to 2021 can 
significantly delay the time at which relief is 
obtained for that expenditure. These provisions 
introduce a cap on expenditure incurred in the 
period falling on or after 1 January 2021, once 
the AIA has reverted to £200,000. This can result 
in the total expenditure for the year being 
within the overall AIA limit, but as it is incurred 

on or after 1 January 2021, the application of 
the cap prevents immediate relief for the full 
amount. The timing of the expenditure, as well 
as the amount, is therefore critical. 

For example, a Ltd company prepares accounts 
to 31 March each year and is planning on 
incurring expenditure of £500,000. The 
expenditure had originally been scheduled for 
April 2020, but it has been delayed due to the 
impact of the COVID-19 pandemic. The AIA  
limit for the year to 31 March 2021 is £800,000 
((9/12 x £1,000,000) + (3/12 x £200,000)). 
However, there is a cap of £50,000 (3/12 x 
£200,000) applying to expenditure incurred 
between 1 January 2021 and 31 March 2021. 
Delaying the expenditure until post 1 Jan 2021 
would mean only £50,000 would be eligible for 
AIA with the remaining £450,000 eligible for 
writing down allowances.  

TIMING IS CRITICAL
Where funds permit, it can be beneficial to 
incur large-scale capital expenditure prior to 
1 January 2021 to benefit from the temporary 
increase in the AIA. If you are planning on 
incurring significant capital expenditure in the 
near future, our EQ Taxperts can advise you 
on the best time to incur this expenditure and 
ensure your business benefits from the relief  
as soon as possible. 




