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Welcome to the Intelligent Tax Magazine from PD Tax, especially for entrepreneurs. 

We have included a roundup of some intelligent ways to help you make the most of tax reliefs and save money. 
In this issue we have provided details of the new Persons with Significant Control rules and reporting 
obligations, a summary of the different ways to facilitate a Management Buyout, and an introduction to 
Making Tax Digital.  

If you would like to discuss how any of the issues raised in this newsletter may affect you and your business, 
please contact a member of our team. 

 
Persons with Significant Control:                             
Reporting Obligations 

With some exceptions, from 6 April 2016 all 
UK companies, Limited Liability Partnerships 
(LLPs) and Societates Europaeae (SEs) will be 
required to maintain a statutory register of 
Persons of Significant Control (PSC), and 
people who control the businesses will be 
subject to disclosure requirements.  

The register has been introduced to increase 
the transparency surrounding the ownership 
of businesses. Under the old rules, companies 

were only required to record the current legal owners of the shares. In contrast, under the current rules 
businesses will be required to look through layers of ownership to identify the relevant persons who have 
significant control of the company.  

Conditions 

A PSC is an individual who meets one or more of the following conditions: 

1) Holds more than 25% of share capital; 

2) Holds more than 25% of voting rights; 

3) Holds the right to appoint/remove the majority of the board of directors; 

4) Has the right to exercise, or actually exercises, significant influence of control; or 

5) Has the right to exercise, or actually exercises, significant influence or control over the activities of a 
trust or firm but would itself satisfy any of the above conditions if it were an individual. 

 



It should be borne in mind that the identity of the people who ultimately have control of the business may not 
always be clear where the shares are owned by firms, trusts or nominees. It is therefore important that any 
layers of ownership are investigated thoroughly so that the persons of significant control can be correctly 
reported. 

Recording and Reporting 

Once the PSCs in the business have been determined, the company will be required to confirm the following 
with regards to the relevant PSCs: 

a) Name; 

b) Date of Birth; 

c) Nationality; 

d) Country, state, or part of UK where PSC usually lives; 

e) Usual residential address; 

f) Date the individual became a PSC; 

g) Which of the conditions (outlined in 1-5 above) the individual meets; and 

h) Any restriction on disclosing the PSC’s information that are in place.   

The register will need to be filed at Companies House following 30 June 2016 when filing the company’s 
confirmation statement. 

Failure to report the PSCs correctly by the officers of the company will constitute a criminal offence with a 
sanction of fines or imprisonment. 

 

 

Thinking of Retiring?                                                                                                  
The different ways to facilitate a management buyout or succession of shares to children 

Whether it be retirement or plans to start a 
new business venture, there comes in a point 
in every business owner’s life when, for 
whatever reason, they no longer wish to 
work in the business. While some business 
owners may choose to wind down the 
company and distribute the funds and assets, 
others may instead choose to pass it onto the 
next generation (of key staff or family 
members). 

The sale of shares to an employee is a taxable 
event. With this in mind, business owners 
should take care that the transactions are 
structured correctly so as to ensure that they 
are taxed under the more generous capital 
gains tax (CGT) rates of 20% (or 10% where entrepreneurs’ relief is available) rather than the generally more 
punitive income tax rates. 

 

 



Direct Transfer 

A business owner may choose to sell the shares to an employee, and simply transfer them over. 

A direct transfer of shares to an employee is likely to come under the anti-avoidance ‘Transactions in 
Securities’ rules, meaning that the shares will be treated as earnings and charged to income tax. So whilst this 
may be the most straight-forward option, it is not a tax-efficient route. 

Company Purchase of Own Shares 

A company purchase of own shares (POS) occurs when a company buys its own shares from a retiring 
shareholder.   

It is possible to obtain capital treatment through a POS provided that a number of qualifying conditions as 
listed in the Corporation Tax Act 2010 are met.  

However, it should be noted that these rules are extensive and not all business owners will be able to obtain 
capital treatment on the sale of their shares in this way.  

Where the conditions are not met, the funds received on the sale of the shares will be treated as a distribution 
and charged to income tax accordingly.  

NewCo Route 

Fortunately there is a method of ensuring capital treatment on the sale of shares that does not require the 
company to meet these extensive conditions. 

This route involves the buyers setting up a new company (NewCo), of which they are the sole shareholders.  

NewCo will then purchase the retiring business owner’s shares in the trading company, resulting in NewCo 
acting as a holding company of the trading company, owning 100% of the share capital. 

The benefits of this route are two-fold; not only will the sale of shares be treated as a capital receipt, but 
(unlike with the POS route) it is possible for the sale consideration to be left outstanding as a loan, enabling 
the retiring business owner to paid out over a period as and when the company can afford the payments. 

Clearance should be obtained from HMRC prior to the transfer to ensure that a challenge to this arrangement 
will not be made. 

It should be noted that the NewCo route structure will leave a structure going forward whereby the trading 
company is owned by the new management team via a holding company. It will not be practical to remove 
this company from the structure in the future, however it should not affect the operation of the business on 
a day-to-day basis. 

Please note that this is a brief summary and a business owner should seek specialist advice before selling their 
shareholding.  

 

Making Tax Digital: An Introduction 

By 2020, businesses, sole traders, and landlords will be 
required to keep digital financial records and provide 
HMRC with quarterly tax updates, thereby eventually 
eliminating the annual tax return for these persons.  
 
From April 2018, businesses paying income tax and NICs 
will be required to comply with the new reporting 
requirements. This will be extended to VAT from April 
2019, and then finally to corporation tax by April 2020.  
 



In light of the above timescales, the first HM Revenue & Customs consultation document is focused on how 
the proposals will affect unincorporated businesses; a consultation document on MTD for companies is 
expected later this year.  
 
Summary of Proposals 
 
It is envisaged that throughout each quarter, businesses will be required to record the details of their business 
income and expenses on apps or third party software, with an update sent to HMRC each quarter. This will 
enable businesses to have an in-year estimate of their tax positions. 
 
At the end of each year, the taxpayer will be required to make the necessary adjustments and finalise their tax 
position (referred to as the End of Year activity). It is thought that the taxpayer will have 9 months from the 
end of their period of account to complete and submit the End of Year activity, however HMRC are seeking 
opinions on this matter. 
 
Unincorporated businesses and landlords with annual turnover not exceeding £10,000 will not be required to 
maintain digital records nor provide regular updates to HMRC. Furthermore, some smaller businesses who 
HMRC anticipate may struggle to transition fully by 2018 will be provided with assistance and support, and 
may have the date by which they must comply with the proposals deferred.  
 
New Penalty System 
 
Under the current system, a tax return filed late will attract an automatic penalty of £100. Under the new 
rules, a late submission of an update or the End of Year activity will not immediately attract a penalty.  Instead, 
HMRC will issue penalty points and will only apply financial penalties after several failures.  
 
The Consultation Documents 
 
The Government’s ambitions to create one of the most digitally advanced tax administrations in the world are 
not without criticism, with many professionals and business owners feeling that not enough information 
regarding the proposals has been released, and that quarterly reporting will create an administrative and 
financial burden. 
 
HMRC are asking for comments and/or suggestions regarding their proposals. If you are going to be affected 
by these changes and would like HMRC to hear your thoughts, the full consultation documents can be found 
on HMRC’s website.  The closing date for comments is 7 November 2016.  

 


