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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 following are the latest rates of interest on overdue (and overpaid) tax:

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 7.75% which applies
from 9% January 2026.

There is one exception: Quarterly instalments of corporation tax bear interest at
6.25% from 29t December 2025 and interest on overpaid instalments is 3.50%.

Repayment supplement

Interest on overpaid tax is paid at Bank base rate minus 1% which gives a rate of
2.75% from 9% January 2026

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

There is going to be a Spring Statement on 3 March. Apparently it is not a
Budget — but I don’t suppose that anybody cares what it is called. What matters is
what the Chancellor will actually say. Or rather, what will be revealed in all the
small print when she sits down.

I recently read that they are thinking about “measures to stem the non dom
exodus” which I guess could mean a carrot — a generous measure to encourage
people to stay (no, I don’t think so either). Or it could be a stick, like an exit
charge to stem the tide (maybe .... except that they have all gone). Let’'s hope for
something genuinely helpful.

Crypto Things

I don’t know whether it is just me being sensitive, but there seems to be a view in
some parts that profits on crypto currency and similar cyber things are not taxable.
The reasoning would appear to be that because they are impossible to access by
anybody other than the person who knows the relevant string of characters, it is
impossible for HMRC to tax them. Er, think again.

Crypto assets (and things like Non Fungible Tokens) are property under English
law — recently confirmed by the Property (Digital Assets etc) Act 2025 — and are
within the scope of UK tax. This act is not a large document. It has only one
operative section, (unsurprisingly referred to as Section 1), which states:

“A thing (including a thing that is digital or electronic in nature) is not
prevented from being the object of personal property rights merely because
it is neither —

(a) a thing in possession, nor

(b) a thing in action.”

That’s it. A bit odd really — all this “thing” stuff. I wonder what it is going to
cover — could be anything I suppose. Which may be the whole idea.
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HMRC are making serious efforts to collect information about crypto transactions
with a series of reporting and disclosure requirements. And there is something
called the OECD Crypto Asset Reporting Framework which requires service
providers to collect and report all sorts of information. So they are all going to
come to light, sooner or later.

HMRC have introduced a crypto assets section in the CGT section of tax returns
and also confirm that they should be shown in box 76 of the IHT400.

An interesting question is where the crypto asset is actually situated because it has
no physical existence — it is in the cloud somewhere. HMRC take the view that the
situs is determined by the residence of the beneficial owner. Where the crypto
asset is effectively an interest in an underlying asset then the location of that asset
will be the situs of the crypto asset for tax purposes.

This is really difficult, but the HMRC view seems reasonable under the
circumstances — although it remains to be seen whether their view will be
supported by the courts in due course.

The increasing publicity given to this subject by HMRC is going to make it very
difficult for anybody to claim that they did not know (or had a reasonable excuse)
when a penalty for non-compliance arises.

Not wishing to be too pessimistic, it has always seemed to me that there is a
serious risk of somebody hacking into my computer and transferring my crypto
assets to foreign parts with no trail or evidence. Just imagine, opening your crypto
wallet and instead of seeing a comforting £10,000,000, it just says £000,000. It
would ruin your breakfast.

I wonder whether in these circumstances HMRC would give me relief for my loss
—and how would I prove it.
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SDLT: Mixed Use

The difference between the residential and non-residential rates of SDLT is so
huge that it is no surprise that there are lots of arguments about it. Even if there is
the smallest chance of success, it has got to be worth the effort in trying to
persuade the FTT that the property you are buying has mixed use.

If the property has mixed residential and non-residential use, then the commercial
rates of SDLT apply and not the residential rates. Instead of 12% (or 15% or 17%
or 19% !!' depending on the circumstances) you only pay 5% which is, to say the
least, preferable.

There have been a number of cases on this subject which have led to uncertainty —
which leads to more litigation - and it is to be hoped that the recent case of Sehgal
v HMRC TC 9696 will result in some clarity over the rules relating to mixed use.

In Sehgal the taxpayer purchased a flat which had a separate basement storage
area. He claimed that the storage area was not itself residential property, nor was
it “an interest in or right over land that subsists for the benefit” of a residential
property. The FTT agreed. Accordingly, the purchase was of a property with
mixed use and the non-residential rates of SDLT applied — giving rise to a saving
of £1.75m.

The FTT noted that it may appear surprising, given the relatively small value of
the storage unit compared with the value of the flat, but the legislation is clear that
the residential rates apply only if the relevant land consists entirely of residential

property.

It is reported that HMRC are appealing against this decision, and we can hope
that a detailed (and binding) analysis will be provided by the Upper Tribunal in
due course to provide some clarity on these rules.
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Suspended Penalties

It is inevitable that sometimes things go wrong and when it comes to tax, the issue
of penalties can arise. This can occur when the taxpayer has been careless — which
in this context means a failure to take reasonable care. That generally means not
doing what a reasonable taxpayer would have done in those circumstances.

There are three main areas of relief. You may have a reasonable excuse for the
default which would apply when you have taken reasonable care (like having
taken competent and timely professional advice), and that can be a complete
defence.

You can ask HMRC to reduce the penalty (possibly to zero) because of special
circumstances. There are few guidelines for this, so lots of opportunities for
special pleading.

Or you can ask HMRC to exercise their discretion to suspend the penalty. That is
not perfect because you still have the default and the penalty on your record
(which wont help if you do something wrong in future) but at least you don’t
have to pay it. The suspension will be subject to a number of conditions and
HMRC have a number of criteria before they will consider suspension; these are
called the SMART tests:

» Specific: The conditions must be directly related to the business or
individual being penalised to encourage better compliance future.

e Measurable: It must be possible for the individual to show that conditions
have been met during the suspension period.

» Achievable: The person must be able to meet the conditions. There is no
point in setting a condition which a person can never meet.

e Realistic: The condition must be proportionate and reasonable and
cannot include a condition that requires the person to incur costs.
e Time: The suspension period cannot exceed 2 years.

If HMRC are not sympathetic and insist on the penalty you can always appeal to
the Tribunal which is what Mr Cox did: Cox v HMRC [2026] UKUT 0007.
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Unfortunately, the careless error of Mr Cox related to a gift of shares and an
erroneous claim to Entrepreneurs Relief; this was a one-off event which was
unlikely to be repeated. The idea of the suspension is to encourage better
compliance in the future. HMRC refused to suspend the penalty on the grounds
that compliance would not have been improved by a suspension. The tribunal
accepted that this was a reasonable exercise by HMRC of their discretion.

A bit tough perhaps because HMRC might well have said by that if Mr Cox had
made a careless error once, he might make another careless error, and a
suspension would have had the purpose of encouraging greater vigilance over
compliance — which would be a good thing. But I suppose HMRC might have
taken the view that having the penalty and not suspending it may be a greater
incentive to proper compliance.

Late Appeals

In November I mentioned that some uncertainty had developed about the rules
relating to late appeals and the confusion which had arisen from the Martland and
Medpro cases. This is important because if you have missed an appeal deadline
you need all the help you can get.

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.
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The Upper Tribunal in Medpro said that Martland was wrong and that no special
or extra weight should be given to the particular factors referred to in (c). This
was followed by a number of other cases - and gave rise to the possibility of
further arguments which might get you out of trouble.

However, the Court of Appeal have now considered the position and have made
it quite clear that the criticism of Martland by the court in Medpro was misplaced
and the Martland tests are the right ones. So, as you were.

Peter Vaines
Field Court Tax Chambers
31% January 2026
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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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