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LEWIS: Hello. Tax doesn’t have to be taxing, so the advert says, but has HM 

Revenue and Customs listened? It’s been sending out more than 13 million tax coding 

notices – a P2 – and if you have got one, have you checked it? Have you even read it? 

We can explain. Perhaps you pay the child benefit high income charge and want to get 

out of it. Is it worth giving up child benefit or cutting your income to reduce the 

charge? Or maybe you want to pay more into your pension but are confused about the 

limits. And what about the plans to change capital gains tax on second homes. Who 

will they affect? Personal tax allowances will rise to £10,000, but the tax allowance 

for those born before 6
th

 April 1948 will not increase. They’ve been frozen at slightly 

above £10,000. Well whatever your question about this tax year, or next, why not call 

Money Box Live now: 03700 100 444? With me today to answer your questions are 

Mike Warburton, who’s Tax Director at Grant Thornton; Anita Monteith is Technical 

Manager at the Tax Faculty of the Institute of Chartered Accountants in England and 

Wales; and Adam Waller is a tax partner from PricewaterhouseCoopers. And our first 

question is from Maura who’s calling from London. Maura, what’s your question? 

MAURA: Ah good afternoon, yes. I rent out a studio flat on the basis of 

Rent-a-Room. I’ve been doing so since 1982, which has helped tremendously in 

educating my children and then saving for retirement and now in retirement. Now 

there’s something which I recollect. Actually I’ve just put my property up for sale 

with a view to moving to Yorkshire, but something rings a bell that I may be due to 

pay some form of capital gains tax. 

LEWIS: On the sale of your property. Rent-a-Room of course means that any rent 
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you get from a lodger is not taxable as income - up to £4,250. 

MAURA: That’s right, yes. 

LEWIS: Mike Warburton is an expert on all this.  

WARBURTON: Yes Maura, you’re quite right to ask the question because capital 

gains tax could be a point. Now there’s a question I need to ask you. You say that it’s 

let as a studio flat. Does it have a separate entrance and exit from your own house or 

is it sort of integral to your house? 

MAURA: It has both. 

WARBURTON: It’s got both? 

MAURA: Yes. 

WARBURTON: And does the tenant, does he live with you independently or does he 

share the accommodation with you, sometimes join you for meals and that sort of 

thing? 

MAURA: No generally independently.  

WARBURTON: Independently. It makes a difference because it’s important to 

establish whether this is effectively a separate property for tax purposes or yours. Was 

there a time during your ownership when you’ve actually used that accommodation 

yourself? 

MAURA: Yes I have. 

WARBURTON: Oh right. So how long was that for when you first started? 

MAURA: It was probably for about 2 years. 

WARBURTON: Right well that’s very helpful because what that means is even 

though it may well be treated as a separate property for capital gains tax purposes, you 

will get a fair degree of capital gains exemption, the principal private residents 

exemption. You’ll get the period for which it was being used as a part of your home. 
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You will also get, if you sell before 5
th

 April, you will also get the last 3 years of 

ownership. And in addition to that, you should get what’s called letting relief, which 

is effectively the same amount again up to an amount of £40,000. You then take into 

account the fact that you’ve got your annual exemption of £10,900 if it’s not 

separately used. So although capital gains tax may be appropriate, you need to 

consider this and declare it, my guess is that you’ll get quite a lot of relief against that. 

LEWIS: Okay, Anita? 

MONTEITH: Yes, Maura … 

MAURA: Oh right. Having said that, how do I actually go about … 

LEWIS: Maura, here’s Anita Monteith. 

MONTEITH: Maura, don’t panic immediately though.  

LEWIS: Don’t panic. (laughs) 

MONTEITH: Not at all. No, absolutely not. You’ve got specialist help at hand here. 

If you’ve been claiming Rent-a-Room relief, the point that Mike was making is that 

we need to determine whether it’s an integral part of your home or whether it’s a 

separate unit.  

MAURA: I’m with you. 

MONTEITH: The fact you’ve been claiming Rent-a-Room relief tends to make me 

think that this has been considered already, in which case there won’t be any capital 

gains to pay on the sale. 

LEWIS: So this is important for a lot of people, I’m sure. If it’s been under 

Rent-a-Room, which basically means if they come in through your front door and 

they maybe have a meal with you from time to time, then you don’t have to pay 

capital gains tax either when you sell the property.  

MONTEITH: Correct. 
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MAURA: Right, right. 

LEWIS: So the only point with Maura is because it might or might not be that at the 

moment, she may have some capital gains tax to pay. 

MONTEITH: Yeah and that’s the point Mike’s making about doors. 

MAURA: Basically they had their own entrance after I changed my double glazing to 

the French windows at the back (laughter) Before that, they always went in through 

my front door.  

LEWIS: And let me ask my panel one more thing. Perhaps I’ll bring Adam Waller in 

here. Adam, this could be complicated for Maura. There could be money involved at 

some stage. Where is the best place to get help because Maura … I mean forgive me, 

Maura, I certainly couldn’t work it all out myself. 

MAURA: Nor me. No, nor me. 

LEWIS: I suspect you couldn’t either. 

MAURA: No. 

LEWIS: Where could she go for help for a reasonable price because there may be a 

few hundred, even a few thousand pounds involved? 

WALLER: I think it sounds sufficiently complicated that it is worth a bit of help. I 

mean I suppose the first place you could try is the Revenue and they should be able to 

help you and guide you. There’s information obviously on their website. Failing that 

then obviously a chartered tax adviser or an accountant. And you’ll be able to find 

those again online or through one of the Chartered Institute of Tax or the ICAEW’s 

website. 

MAURA: Ah, thank you very much. 

LEWIS: Anita? 

MONTEITH: Yeah, the other group you could look to for help, Maura, is Tax Help 
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for Older People … 

MAURA: Ah! 

MONTEITH: … and you can find them through … Probably the easiest is … 

LEWIS: Through our website, but it’s also online. If you do a search, you can find it. 

MONTEITH: Yeah. 

LEWIS: And they help older people with their tax. 

MONTEITH: They do. 

MAURA: Right, but I am on the right side of 70. (laughter)  

LEWIS: Right, well okay. Well thanks very much for that Maura. It was a nice 

question. A complicated one. I could tell that because Mike Warburton was grinning 

and he always grins when they get complicated. (Warburton laughs) Thanks very 

much, Maura. Hope you sort that out. And we move on now … We’ll go to Devon to 

talk to John. John, your question? 

JOHN: My wife and I own a second property, a flat. We’ve never lived in it. It was 

used as a second home for the first 3 years and then it’s been let for the last 6 years. 

However we’re now selling our house to move to another part of the country to buy 

another house, and the best way of doing this is to move into the flat in the interim 

period so that we’re then cash buyers when we go to buy another house. This means 

that we could live in the flat for only a short period of time. Does it matter about the 

length of time to eventually be able to qualify for private residence relief and letting 

relief which could be some years in the future? 

LEWIS: Okay well a similar sort of thing, and once more Mike Warburton is 

grinning. 

WARBURTON: Yes, absolutely, well this is close to my heart. Could I ask you, 

John, when you got your second home – I’m assuming you bought your second home 

after your first home, if you like – did you make an election with the tax office as to 
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which you regarded as your principal private residence? 

JOHN: No. 

WARBURTON: No. This is normally the answer I get. You’re entitled to make an 

election which you choose. In the absence of that election, within 2 years of buying 

the second home, then it’ll be a matter of fact. So let’s assume that the main house 

you’re living in is treated as your principal residence. You’re going to have a period 

of this first 6 years when the second property’s not your principal residence. When 

you move into it, it can become your principal residence. What will happen to your 

first, your main house? Are you going to sell that? 

JOHN: We’re selling it … 

WARBURTON: You’re selling that. 

JOHN: … so that when we move into the flat, it will be our only residence until we 

buy another house. 

WARBURTON: Right. And then I think your question was how long do I need to 

live in it for it to count? 

JOHN: It was. 

WARBURTON: Yes. It’s interesting, the tax manuals on this, there’s no legislation 

saying a set period. I mean the manuals until 2 or 3 years ago actually suggested that 

you could live in it for a relatively short time. I wouldn’t take a chance on that. It 

needs to be your home with a degree of permanence. So if you move into it with the 

intention of moving out 3 months later, that won’t work. If you want to claim relief, 

you need to be able to show that you’re moving into it with the intention of it 

becoming your home with a degree of permanence. That’s what the test cases say. 

And then it’s the period that it’s your principal residence, together with the last what 

will be one and a half years - it’s currently 3 years but that just dropped to one and a 

half years …   

LEWIS: That’s the change from April, isn’t it? 
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WARBURTON: That’s the change from this April. And then of course on top of 

that, you may get letting relief, which is up to £40,000 on top of that. So … 

JOHN: Yes, I understand that. The critical question is the period of time it would 

have to be our one and only residence. 

WARBURTON: Yes. 

WALLER: Mike makes the point that … 

LEWIS: Adam? 

WALLER: … yeah absolutely, it’s less the period of time and more the sort of 

factual circumstances surrounding your period of residence. So, as Mike says, if it is 

with a view to permanence - this is your main residence that you are you know living 

in for a permanent period of time – then that would qualify you. 

JOHN: It’s a difficult one because when we do move to another house, that may only 

be for …. It would then be ownership of two properties again. 

LEWIS: So I mean … 

JOHN: … and that may only be for 3 years before we have to move again. 

MONTEITH: John … 

LEWIS: Let Anita say something.  

MONTEITH: John, it sounds sufficiently complicated … 

JOHN: Yes. 

MONTEITH: … for me to suggest you see an accountant. I would imagine for a 

figure of £300 or £400, you could get somebody to help you plan your movements 

properly, avoid making a mistake. 

LEWIS: Briefly Mike? 

WARBURTON: Briefly, John, the point is that if you’ve got two homes, as I say you 
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can within 2 years of getting the second, you can make an election. So even though 

you’ve got two properties, you can elect – and if you’re married and it’s joint owners 

you should both write to the taxman and say what you wish to be treated as your 

principal residence even though it might not be the house you spend most of your 

time in. So you’ve got a degree of planning that you can do quite legitimately around 

using that election. 

LEWIS: Okay well that’s another complicated moving and saving capital gains tax 

on your home, but thanks very much for that, John. I’m just going to take an email 

now, which is a rather different sort. This is from Yvonne. And I presume she’s 

talking about her son who earns an apprenticeship – or daughter – earns an 

apprenticeship wage aged 19. The wage is so low that no tax or national insurance is 

paid because they’re below the limit and she wants to know if they get national 

insurance credits towards the state pension. Anita? 

MONTEITH: The answer is yes as long as he is earning above the lower earnings 

limit. 

LEWIS: It’s £109 now. 

MONTEITH: Which is £109 a week at the moment, yes. 

LEWIS: And it’s interesting, isn’t it, because above £109 you get a credit. You don’t 

actually have to pay any national insurance until you’re earning £149 or thereabouts 

… 

MONTEITH: That’s right. 

LEWIS: ... so you just get that credit. So if it’s below £109, you don’t get a credit and 

you might have to make voluntary contributions.  

MONTEITH: Correct. 

LEWIS: But that’s the position, Yvonne, and thanks very much for your email. And 

let me just take another email because this may relate back to something we’ve talked 

about before. This is from Adam. He bought a house using solicitors and then he got a 
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letter from HMRC saying the stamp duty hadn’t been paid or there was some stamp 

duty to pay of nearly £1800. The solicitor said it had been made, but he’s still getting 

demands and indeed more than demands - some quite serious demands - and it’s a lot 

of money for them because at the moment only he is earning. Adam? 

WALLER: Yes and I mean it’s obviously not unusual for the solicitor to take the 

client’s money and effectively pay the stamp duty for them. In this instance, it sounds 

slightly troubling that the Revenue have no record, and I think the emailer goes on to 

say they’ve contacted the solicitors who keep saying they’re going to speak to the tax 

authorities. I think in this case I’d do two things. I would check firstly my terms of 

engagement, the letter that I signed when I instructed the solicitors to act on my 

behalf, and it should set out in there the complaint procedure. Failing that, I would 

then approach the Law Society. And, secondly, I would also speak to the Revenue to 

let them know what the position is. Now ultimately it is their responsibility and their 

obligation to pay the stamp duty, but clearly if a solicitor had the client’s money in 

their client account, that is their money also.  

LEWIS: Yes I mean they clearly have because he’s talking about the problems of 

paying it twice – so he’s plainly paid the solicitor and now is expected to pay again. 

It’s worth stressing though Anita, isn’t it, it is your responsibility to pay it even if 

you’ve passed that responsibility onto a solicitor? 

MONTEITH: Yes, that’s absolutely right. And perhaps the other thing we should 

mention. When we talked about this email, first of all, I think we all felt that maybe it 

was a scam that the person had been asked for the money because we couldn’t believe 

that they hadn’t paid it over. 

LEWIS: Yes, I mean we don’t know that, but there are such things around, aren’t 

there? 

MONTEITH: Yes there are and I think people should be very cautious. 

LEWIS: Okay and there’s also the Legal Ombudsman that perhaps you can go to. 

Anyway thanks for your email. We can’t resolve it, Adam, but there’s a few 

possibilities there. And we’re now going to take another call from Cardiganshire from 
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Rosa. Rosa, your question? 

ROSA: Oh hello. My situation is I’m not employed. I’m living off savings and the 

interest, which comes to about £6,000, so I’m not paying tax because I’m under the 

personal allowance. But I have had a savings plan which has just matured a week ago, 

which is £7,000, so I’m now over the personal allowance, and my question is do I tell 

the banks as I had instructed them not to take tax previously? So do I tell the bank so 

they can deduct 20% source or can I do a self-assessment? 

LEWIS: Right, okay. Mike Warburton? 

WARBURTON: Yes Rosa, can I just check here? When you say you’ve a savings 

plan of £7,000, are you talking about a savings plan that’s matured where you put 

some money in and the money that you’re getting out is £7,000, or … 

ROSA: Yes.  

WARBURTON: Because it’s unlikely that that’s all interest. Presumably what 

you’ve had is a savings plan, so some of the £7,000 is the money you originally put 

in, your capital, and some of it is interest. Is that right? 

ROSA: The savings plan is something I’ve been paying for years. I’ve only been 

paying a small amount every month a year and it’s now matured and the total I’ve 

received is £7,000.  

WARBURTON: Have they sent you a letter explaining how much of that £7,000 is 

interest and how much is the savings that you’ve made?   

ROSA: No, they haven’t actually. They did ask me if I wanted tax deducted. 

WARBURTON: Well without that letter, we can’t be sure. But let’s assume for the 

moment that nearly all of that £7,000 is interest because you’ve been saving for a long 

time. I think that’s unlikely, but for the purposes of you know the worst case if you 

like – that most of it’s interest – yes that would take you above the personal allowance 

on which tax would be due. 
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ROSA: Yeah. 

WARBURTON: You I think would be one of the relatively few people who would 

be able to benefit for a bit of a relic of the past, which is a 10% tax rate. 

ROSA: That’s right, yes. I wondered about that. 

WARBURTON: So not many people do that, but you’re entitled to a small amount 

of benefit from that because the personal tax rates only apply at that 10% for £2,790 

according to my figures here. 

ROSA: Yeah. 

WARBURTON: Your question about whether you should inform the bank, I think 

probably you should inform the bank so that they are aware of your position. But the 

first point is to find out really whether all of that is interest or not and I suspect it … 

LEWIS: Yes because unless there’s more than £3,440 this year to take her above the 

£9440. May I ask how old you are, Rosa? 

ROSA: I’m 60. 

LEWIS: You’re 60. Okay so you’re not getting the higher allowance which some 

people born before April 1948 get. So you’ll get the £9440 and then see if it takes you 

above that. But if it doesn’t then … Anita, I mean if you start talking to the bank and 

you’re not due tax, the tax will be deducted and you’ll have to claim it back. 

MONTEITH: That’s right. 

ROSA: Well that’s right and that’s why I’ll be going round in circles if I do that. 

LEWIS: Anita? 

MONTEITH: Yeah that’s absolutely right, Paul. The other thing that struck me is 

that if it’s already matured and you’ve already had the amount of money, then it’s too 

late to do anything as far as the bank is concerned. 

LEWIS: Because it’s this year that it’s arrived. 
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MONTEITH: It’s this year, that’s right. So I think your first step is to contact the 

person or the group you invested with and ask them how much of that £7,000 is 

interest. 

ROSA: Ah I see, right. 

LEWIS: And then maybe if you do have to pay tax, it’ll be through self-assessment. 

MONTEITH: Through self-assessment. 

LEWIS: Okay. Alright, Rosa, thank you for your question. Let’s hope we’ve sorted 

that one out. And Linda’s in West Sussex in Selsey. What’s your question, Linda? 

LINDA: Oh hello. I deferred my state pension for 8 years. I applied this year and it 

had accrued to £50,000. But I found out that once it goes over £32,000, I have to pay 

40% tax ,and I just wonder if people realise this – that by deferring it for that time, 

you’ve got to pay that amount of tax?   

LEWIS: Mike Warburton? 

WARBURTON: Yes, this is an interesting one. If you deferred your state pension, 

you presumably then benefited from this 10.4% a year that they increase it each year 

you defer it. When you get a lump sum, this is not taxed the way other income is 

taxed. There’s a special rule which applies to deferred state pensions because what 

you do is you look at the lump sum and you tax it at the rate that is applicable to the 

tax rate you have in the year you receive it, ignoring that lump sum. So are you a 

basic rate taxpayer at the moment? 

LINDA: Yes I am, yes. 

WARBURTON: Well if you’re a basic rate taxpayer, then, as far as I’m concerned, 

you don’t have to add it to your income. You simply tax it at basic rate. 

LEWIS: That’s my understanding of it, I must say. Who’s told you that you have to 

pay … 

LINDA: Well we spoke to an accountant and he did say to me at the time … Because 
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I wasn’t sure whether to take the lump sum or take the higher weekly pension.  

LEWIS: The higher pension. 

LINDA: So he said then yes you’ll pay 20% on a certain amount. Over £32,000, it 

will then be 40%. It also says it on my paperwork from HMRC. It does say on the 

back of there over £32,000 and you will pay 40%. 

LEWIS: Anita? 

MONTEITH: Yes the £32,000 is the basic rate band for 2013/14, so it’s actually 

£32,010. So that’s all they’re referring to there. 

LEWIS: Yeah but if it’s this state pension lump sum, it is taxed in a very special and 

unique way as Mike has said. 

WARBURTON: Yes, can I just say, Linda, I’ve had to look at this specific point for 

one of my relatives in the last 6 months and we’ve deliberately planned to take the 

lump sum for her in the following tax year. Rather than the year that we were going to 

do it, we’ve delayed the tax year because her income fell in that year to get into basic 

rate, and I checked specifically that the rules work in that particular … It’s very 

helpful. It’s a very helpful thing. First of all, you get a damn good return at 10.4% and 

then you get a special tax treatment.* 

LEWIS: It does sound to me a bit, Linda – I don’t wish to diss the accountancy 

profession, that perhaps the accountant you talked about wasn’t that familiar with 

state pensions - but anyway that’s Mike’s advice. It’s certainly my understanding and 

… 

LINDA: It’s just that I felt that over the 8 years it now works out to £35,000 and I 

thought am I a lot better off not taking my pension right away. 

LEWIS: Well deciding which to take is a difficult question we probably can’t go into 

here … 

LINDA: Yeah. 
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LEWIS: … but I think from the tax point of view, I’m confident myself that Mike’s 

right. I’m always confident Mike’s right. (laughter) In this particular case, I also 

know the answer, which is a bit unusual. And if you have any doubts, I would actually 

ring DWP because there is something on their website about it. Contact them. 

Anyway, Linda, thanks very much for that. And we’re going now to Kent, a bit 

further east, to talk to Andrew. What’s your question, Andrew? 

ANDREW: Oh good afternoon. Yeah I just happened to look through my PAYE 

coding notice this morning, just by coincidence, and I noticed that it was K49. And I 

have recently become a pensioner. I haven’t worked for a few years through my own 

choice and I only get a small pension, additional pension from Legal and General. 

And I didn’t understand, because everything is taxed at source, why I should get a 

negative tax code. 

LEWIS: Right, well let’s start by explaining to people who don’t know, which I’m 

sure is a great many people, what a K code is. Adam, can you do that for us? 

WALLER: Yeah K code is basically the way the Revenue use a code to … 

Effectively you’ve got more income than your allowances and so it’s a way of 

reclaiming tax from you. 

LEWIS: Right. So, Mike, it seems as if Andrew has more income than his tax 

allowance from his state pension? 

WARBURTON: Well I’m going to sympathise with you, Andrew, because I also 

possess a K code, and what it means is that the benefits that I get from my employer 

are greater than the allowances that I get. So it’s like a negative code. Normally 

people would have a coding notice, you add a nought to the end and that becomes the 

amount of your tax free allowance. With a K code, put a nought on the end, so £490 is 

effectively added to your income when the PAYE system is worked. Now the reason 

why you’ve got this, it may be that you’ve got a state pension which is bigger than 

your personal allowance. Is that likely to be the position? 

ANDREW: Yes, it’s very slightly bigger, yeah. 
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WARBURTON: Right, so it may be that the Revenue certainly think that your state 

pension that you’re receiving is £490 bigger than your personal allowances available 

to you and that’s the way that they then collect it from your PAYE source income. 

ANDREW: Okay.  

LEWIS: Yeah so in effect it’s a way of taxing your state pension by taking a bit extra 

off your other income? 

ANDREW: I thought the tax pension, the state pension was actually taxed at source 

as well? 

LEWIS: No. 

MONTEITH: It can’t be.  

WARBURTON: Can I say, Andrew, this is a very popular misconception. And I’ve 

been working on a working group on a tax implication where we’ve looked at this 

specific point and I have said you know we really do need to bring ideally state 

pension into the PAYE system, but that’s not apparently possible because it costs too 

much. 

LEWIS: Well it would involve a big computer system and that wouldn’t work, would 

it? 

WARBURTON: Well they don’t talk to each other, computer systems. 

LEWIS: So, Andrew, it looks as if it’s right in your case and this is just a way of 

recovering the tax on your state pension from your other income. But sorry if we 

could move on because we’ve got a lot of other people, but thanks very much for your 

call. I hope that does sort it out. I want to do another K code because this is from 

Sarah. It’s an email. Now it is again a bit long and complicated, but basically she is in 

disagreement with HMRC. She doesn’t think that her husband should be having a K 

code, but she cannot get it sorted out. Now where do you get help with that, Anita? 

How can you … We often say to people check your tax coding notice. How do you do 

that? 
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MONTEITH: Well the first thing to do is to look at the breakdown because you 

should have been sent a form with it that gives you the analysis of how they’ve 

calculated your code. If you are struggling to understand it, then I would suggest 

calling up HMRC and seeing if they can explain it to you. 

LEWIS: I think Sarah’s tried that and not got very far. 

MONTEITH: Yeah. The other very helpful source of free advice is from your 

employer. Generally speaking, if you work for a larger employer then the person 

running the pay roll will have a pretty good idea of how it’s made up. So do that.  

LEWIS: What a good idea. So that’s a way that I think maybe hasn’t been tried. I 

don’t know. But anyway, Sarah, I hope that helps and these things can be very 

complicated. And I’m just going to read another email now, which is rather different. 

This is from Rose who’s just started a waitressing job. And she says, ‘The company 

declares my tips as a second income and they’re taxed before I receive them. How 

does this affect the amount of tax I pay? I currently pay basic rate on my wages.’ And 

this is a very complicated business, how tips are taxed, Mike? 

WARBURTON: Yes it is. It is complicated and there’s a special system that applies. 

But I mean the basic rule is that tips are taxable income and I think some people 

wrongly assume that because you get a tip, it’s somehow paid in cash and outside the 

system. No it’s not. It is subject to tax, but there are special systems that employers in 

say the restaurant business do apply.  

MONTEITH: Troncs. 

WARBURTON: Trogs, yes it’s trog. 

LEWIS: T.R.O.N.C. 

WARBURTON: It’s a Tronc system. And I’ve got to say, I don’t claim to be an 

expert in the Tronc system, but I do know it’s taxable.  

LEWIS: Right, I think somehow if you get paid in cash, you have to declare it and 

pay tax but not national insurance. Whereas if it comes …  
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MONTEITH: That’s right, yes. 

LEWIS: Is that right, Anita? 

MONTEITH: Yeah, if it comes through a Tronc system, the employer will deal with 

the national insurance as well. 

WARBURTON: There’s a character called a Troncmaster, which you think of 

dungeons and the dragons, don’t you? 

LEWIS: Right, okay, I thought he was the chef. Anyway. So I think, Rose, the 

answer is that if it’s done through the employer, Anita, then she needn’t worry about 

it because it’s all done … 

MONTEITH: No, that’s right, it’s all done for her. 

LEWIS: … just like everything else, okay. Rose, thanks very much for your email. 

And we’re going to go to a call now, which is John in Leeds. John? 

JOHN: Good afternoon, Paul. 

LEWIS: Hello. What’s your question? As briefly as you can, if you would. 

JOHN: Okay, I just wanted some clarification on higher rate tax on child income. My 

partner and I separated just over a year ago. We’re both financially independent and 

my partner is trying to purchase a house but unfortunately that’s fallen through twice, 

so we still find ourselves in the same property. If we were in separate houses, I 

understand I wouldn’t be liable for that child tax, but I believe the picture’s more 

complex when you’re resident in the same property and I’ve been unable to get an 

answer from either the child agency or the tax HRMC who just seem to pass me from 

one to t’other. 

LEWIS: Right, so you’re the higher earner. There is child benefit. There’s tax, 

obviously a high income tax charge. But although you and your partner share a home, 

you don’t live together? You are in fact permanently separated. Is that the summary? 

Yes or no, is that it? 
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JOHN: An excellent summary, yes. 

LEWIS: Okay. Anita? 

MONTEITH: Well, John, the good news is just because you’re sharing a roof over 

your heads, you won’t have to pay the charge on account of the child benefit being 

paid to your former partner. You’re not living together as husband and wife, so that’s 

the end of it. 

LEWIS: Right, so it should be that simple. 

JOHN: So is that the HMRC or the child benefit I should be going to for that because 

I’m just getting passed from one to the other? 

LEWIS: That’s HMRC. 

MONTEITH: It’s on HMRC’s website. 

LEWIS: Yes, but it’s HMRC that will decide whether the high income tax charge is 

payable … 

MONTEITH: That is true, yes. You go back to them and tell them you’re not living 

together as husband and wife. That’s the end of it. 

WARBURTON: I just think it’s a great pity that the tax system is now having to pry 

into individuals’ personal living arrangements … 

MONTEITH: I agree. 

WARBURTON: … and it’s a retrograde step but that’s what we’re stuck with …. 

LEWIS: And we did talk to the Revenue and they said that that was the position, but 

then they also said hmn, well, it’s a question of … 

MONTEITH: It’s proving it. That’s the difficulty. 

LEWIS: It’s proof, yeah. Anyway that seems to be the legal position, John. It’s just 

proving it. But thanks very much for your call. And I think we might be able to 
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squeeze in James in Manchester. Very briefly James if you would. 

JAMES: Yes, my problem is how many years can you go back in tax losses to add 

onto your tax losses this year? 

LEWIS: Right, this is capital gains tax I think we’re talking about. Mike Warburton? 

WARBURTON: Yes the answer, James, is you can go back as many years as you 

like, but what you do need to do is make it clear to the Revenue in the year that you 

make the loss that you’re claiming it. And are you on self-assessment? 

JAMES: Yes. 

WARBURTON: Yeah, right, well on your self-assessment form say on your form 

each year how much loss you’re carrying forward. And the good news is even if you 

make a gain in the next year, you don’t have to use your loss if the gain you’re 

making is less than your annual exemption. So it actually works very favourably and 

you can carry it on as long as you like. 

LEWIS: Okay. Adam Waller, final word on that? 

WALLER: Yes, I mean you can carry forward indefinitely. You just need to make 

sure that you do disclose it on your tax return and obviously capital gains generally 

can only be set against… capital losses, sorry, can only be set against capital gains. 

LEWIS: Yeah not against other things. Okay well that is all we have time for now, so 

thanks to Adam Waller from PricewaterhouseCoopers, Mike Warburton from Grant 

Thornton and Anita Monteith from then Institute of Chartered Accountants in 

England and Wales. Thanks to you for all your calls and emails. If you didn’t get on 

air I’m sorry, but I hope you find it helpful. Find out more about tax from our website, 

bbc.co.uk/moneybox. You can listen again to the programme if you enjoyed it that 

much and in a couple of days you can read a transcript for all those fiddly bits you 

didn’t write down. I’m back at noon on Saturday with Money Box and Ruth 

Alexander’s here to take your calls on Money Box Live next Wednesday afternoon. 
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*The 10.4% enhancement of the state pension for each year of deferment applies if the pensioner draws 

their pension. If they claim it as a lump sum then the deferred pension earns a notional interest rate of 

2% above Bank Rate see https://www.gov.uk/deferring-state-pension/what-you-may-get  

https://www.gov.uk/deferring-state-pension/what-you-may-get

