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Latest Rates of Interest

I have discontinued the rates of inflation chart on the grounds that the Retail
Price Index is not particularly helpful. The CPI tends to be used more often.
The RPI was important to know when we had CGT indexation but that is long
gone.

The following are the latest rates of interest on overdue (and overpaid) tax at
30t November 2025:

Interest on overdue tax
Interest on all unpaid tax is charged at the same rate.

The formula is Bank base rate plus 4% which gives a rate of 8% which applies
from 27% August 2025.

There is one exception: Quarterly instalments of corporation tax bear interest at
6.5% from 18" August 2025; interest on overpaid instalments is now 3.75%.

Repayment supplement

Interest on overpaid tax is paid at Bank base rate minus 1% which gives a rate of
3% from 27" August 2025.

Official rate of interest: From 6th April 2025: 3.75%
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The Budget

Ah well. After all the endless leaks and speculation we now know what the
Budget contained. I will leave all the financial implications (and complaints) to
others and concentrate on what the Chancellor actually proposes — whether it is
good, bad, wise or foolish. I am not going to list all the changes because I am sure
that everybody has been inundated with detailed briefings from multiple sources.

Without making any political points it was wonderful to learn from the
Chancellor how well everything is going and that everything she has done has
proved so successful. We are clearly on the road to prosperity. There did not seem
to be widespread acceptance of that conclusion, but I am sure she knows best.

It is a relief that the leaks, rumours or whatever about CGT on main residences, a
wealth tax or a possible exit charge on people leaving the UK did not get a
mention — but I guess there is still time.

My jet, my mansion, my electric car and my savings (and my Starbucks latte) are
all taking a hit, but mercifully my superyacht and helicopter have been spared —
so I suppose I should be grateful.

Anybody with experience of Budgets will know that what is said about tax in the
Budget is mainly PR; what matters is all contained in the documents published by
the Treasury and HMRC afterwards - hundreds of pages of close detail. A bit of
spin, but detail nonetheless. What is a bit irritating is that the various press
releases all say “This measure was announced in the Budget”. Er, No. I didn’t
notice any reference to Post Departure Trade Profits, IHT on trusts, CGT on
Incorporation, or about many more of the changes.

Just briefly, you may not have immediately picked up on the following:

IHT and Trusts I: An exit charge will now arise on non UK property if it becomes
excluded property by reason of the settlor ceasing to be a long term resident.

IHT and Trusts II: Since 2017, Schedule A1 IHTA 1984 has brought UK
residential property into charge to IHT even if it is held by an offshore company;
from next April, the scope of Schedule Al is being extended to include UK
agricultural property.
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IHT and Trusts III: There will be a cap of £5m on the relevant property charges
(10 year charge and exit charges) on trusts which held excluded property on 30%
October 2024.

Employee Ownership Trusts: The CGT freedom on transfers to an EOT was
reduced to a 50% relief with effect from Budget Day. This is more complicated
than it looks. 50% of the gain will be chargeable - and Business Asset Disposal
Relief (entrepreneurs relief) will not apply. The relieved 50% will not really be
relieved — it will just be held over and come into charge on a disposal of the shares
by the trustees. This was great while it lasted.

CGT Incorporation Relief: This is the relief under section 162 TCGA 1992
whereby the gain on the transfer of a business to a company in exchange for
shares is rolled over into the shares. This is an automatic relief which does not
require a claim. It will now — or at least it will from 6% April 2026. A claim will
need to be made in the tax return for the year in which the transfer takes place.

Post Departure Trade Profits: This is all about temporary non residents and the
rule that dividends out of profits of the company arising after departure are not
brought into charge on resumption of residence. After 5" April 2026 all dividends
from close companies during a period of temporary non residence will be caught.

Non Resident Capital Gains: This is the NR CGT regime for taxing gains on UK
real property and property rich companies. There will be new rules for Protected
Cell Companies so that the definitions apply to each cell rather than the PCC as a
whole.

Tax Advisers Registration: From May 2026 tax advisers will need to register with
HMRC and meet minimum standards. (I will be lobbying the government to for a
mandatory requirement for everybody to subscribe to my Tax Bulletin at a huge
fee).

EMI Schemes: There are big increases in the limits which apply to EMI Schemes.
Options up to £6m; gross assets test up to £120m and maximum number of
employees up to 500.

5 www.fieldtax.com



LAD

FieLp Court Tax CHAMBERS

Late Appeals

I doubt whether there can be anybody reading this Bulletin who (or whose client)
has not missed a deadline for an appeal or some other time limit relating to tax.

What can you do? Well, the first thing you do is grovel. If you can find some
good excuses as well, so much the better — but you still need to grovel.

And you need to write a long letter explaining all the reasons why it is not the
client's fault, (i.e. flood, fire, sick, dog ate the notice etc) eliciting as much
sympathy as possible. I am sure we have all done that.

If HMRC refuse to accept a late appeal (or whatever) that is not the end of the
matter because you can apply to the FTT for permission for a late appeal. Long
letters to gain sympathy are not so helpful there. The FTT follows certain
guidelines set down by the Upper Tribunal, and it is absolutely essential to
concentrate on them - or it would be, if we knew what they were.

I am not going to pile into all the details now; I just want to mention briefly that
the guidelines are a bit confused at the moment. The Martland tests have been
around for a while and have been frequently used by the tribunals. They broadly
involve a three-stage test:

a) Identify and assess the seriousness and significance of the delay;
b) Establish why the default occurred;

c) Evaluate all the circumstances, balancing the merits of the reason(s)
and the prejudice which would be caused to both parties by
granting or refusing permission, taking into account the particular
importance of the need for litigation to be conducted efficiently and
at proportionate cost, and for statutory time limits to be respected.

This has been modified a bit by the recent case of Medpro which said that
Martland was wrong and that no special or extra weight should be given to the
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particular factors referred to in (c). And other subsequent cases such as Katib,
Lands Luo and Pawar have all had their own take onit.

The reason I mention all this is because if you need to make a late appeal there are
lots more arguments you can now deploy as a result of these cases which might
find favour with the FTT (and therefore may enable HMRC to accept it, and
therefore avoid extra trips to the FTT).

The correct tests might get clarified soon because the Upper Tribunal has remitted
Medpro to the FTT for reconsideration. “Soon” might not be the right word as it
may take a while — and then there will be the inevitable appeal(s). But
sometime.....maybe .

Remittances

It is (kind of) ironic that the moment the remittance basis is abolished, HMRC
issue a nudge letter to “help you understand when and how to claim the
remittance basis”.

This is not really a criticism because the remittance basis is still with us in respect
of income and gains of earlier years; they remain taxable if they are remitted now.
And of course, the remittance basis is still available for the year ended 5" April
2025 (for which the tax return preparation season is getting under way).

One passage from the HMRC guidance caught my eye:

“You give some of your foreign income to your adult son who lives
abroad. He later gives it to his 16 year old child (your grandchild)
who spends the money during a visit to the UK.”

That will cause alarm for the simple reason: how on earth could you possibly
know? And who on earth would have thought this could possibly be the law.

But it is. Section 809L ITA 2007 provides that a remittance occurs when money or
other property (derived from the foreign income or gains) is brought to the UK by
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a relevant person. The adult son is not a relevant person, but the grandchild is.
Game over.

It gets worse. The grandchild may be wearing socks bought for him by his parent
out of that money and, shock horror, he is wearing those socks when he visits the
UK. Fortunately section 809X provides an exemption for clothing, footwear,
jewellery and watches, so that will be OK. But what about his mobile phone and
lap top, which no self respecting 16 year old would be without. That would
certainly be a remittance.

It does not bear thinking about — and this problem does not disappear now that
the remittance basis has been abolished. The only thing the adult son could do is
to make sure that the money given to him by his parent is never — ever - used to
buy things for his children — and be able to prove it in the event that there is a tax
enquiry into the affairs of his parents in the UK.

You couldn’t make it up.

Reasonable Excuse

Whenever a penalty is levied or suggested by HMRC because of a failure to
comply with a particular tax obligation — like the filing of a tax return — then the
(usually desperate) quest begins to find a reasonable excuse to relieve the
taxpayer from the penalty.

The general rule expressed in Barrett v HMRC TC 4514 is as follows:

"The test of reasonable excuse involves the application of an
impersonal, and objective, legal standard to a particular set of facts and
circumstances. The test is to determine what a reasonable taxpayer in
the position of the taxpayer would have done in those circumstances,
and by reference to that test to determine whether the conduct of the
taxpayer can be regarded as conforming to that standard".

One of the categories of reasonable excuse is that you relied on your accountant or
tax adviser to deal with everything. There is a bit of a problem with this as I have
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mentioned before (see the June Bulletin), and there is also Schedule 55(23(2)(b) FA
2009 which says that:

“where P relies on any other person to do anything, that is not a
reasonable excuse unless P took reasonable care to avoid the failure.”

At first sight, this does not look very promising but it is clear that relying on your
professional adviser can be a really good defence - providing that you took
reasonable care — and it has been held in numerous cases (for example Cannon
and Mariner) that seeking professional advice is the epitome of reasonable care.

However, it is not a Get Out of Jail Free card. You have to be careful in your choice
of adviser to ensure they are appropriately trained and competent. (I have heard
it suggested that a conveyancer may not be able to advise competently on SDLT,
at least, not when buying properties in Hove).

But that may not be enough. If you have reason to believe that the adviser on
whom you are relying is falling down on the job, the need for reasonable care
means you must make further enquiries to check that things have been, or will be,
dealt with property.

This is exactly what happened in the recent case of Gerrit Wals v HMRC TC 9679.
Mr Wals had "behaved in an exemplary fashion” in connection with his tax affairs
but had been badly let down by his accountant. The Tribunal held that there was
no need for the taxpayer to check up on his accountant - unless and until he
becomes aware that a default had arisen.

But even having been put on notice of his accountant’s failures, Mr Wals could
still have shown that he had taken reasonable care:

”if there is evidence that he had raised this with [his accountant] and
sought assurances from him that the failings evidenced by the
penalties would not be repeated".

Unfortunately, there was no such evidence.
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HMRC are reluctant to allow defaulters to escape penalties by blaming somebody
else (especially as they cannot impose a penalty on the negligent adviser) but
there is now really good authority to help the taxpayer who is let down in this
way.

Old Bones

It is amazing what you find out when you read reports of tax cases — and cases
about other related issues. (I know; I should get out more .... but I wouldn’t have
wanted to miss this).

I read that a gentleman described as a Chinese national currently residing in the
UK, has had a bit of difficulty with HMRC and the National Crime Agency.
However, he has apparently reached a settlement with them on the basis that,
inter alia, he hands over some dinosaur bones. (Old ones I expect).

I wish ' had known this before I cleared out my loft. Maybe there was some stuff I
could have sent to HMRC in payment of my second instalment in July.

Peter Vaines
Field Court Tax Chambers
30t November 2025
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Important Note

This bulletin is prepared for private circulation and no unauthorised reproduction of any part thereof is
permitted. The contents of this bulletin are intended to highlight points of current interest for the purposes
of discussion only and do not represent a full review of any subject. Furthermore, the law and practice
relating to taxation is subject to frequent change and the above commentary can quickly become out of date.
Professional advice should always be sought in respect of any matter referred to herein and no liability is
accepted by the author for any action which may be taken, or refrained from being taken, on the basis of the
contents hereof. The views expressed in this bulletin are those of Peter Vaines alone and are not necessarily
shared by any other member of Field Court Tax Chambers.
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