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A View on Property
Issue 4

The MHA Construction & Real Estate team have worked 
together to provide a national outlook on the issues 
facing property investors.  

How to Guard Against Property Fraud

Property is big business, and it’s getting bigger. Successive 
property booms, the increasing wealth consolidated in the South- 
East, and the introduction of schemes such as ‘right to buy’ have 
fostered a market ripe in opportunities for investment, and with it, 
fraud. Property fraud, in itself, is not a new thing, however the 
obstacles for yesterday’s fraudster are different to those obstructing 
today’s. Worryingly, it appears that today’s fraudster might actually 
have it easier… 

What’s Changed?

With or without adequate procedures and checks, the property in 
question should have raised alarm bells with the City firm as it was 
of high value, it was mortgage-free, and it was tenanted, all of 
which are characteristics that the Land Registry consider to put a 
property at increased risk of fraud. Other properties at increased 
risk are those that are empty, have the only contact address as the 
property itself, or have owners living abroad. 

The conveyancing process no longer requires sight of original 
deeds to proceed with a property transaction. Once upon a time, a 
fraudster would have had to forge land certificates and title deeds 
in efforts to con others into believing that they had ownership of a 
property. If the fraudster was successful, the property would then 
be ‘sold’ or used to raise a mortgage, and they would simply walk 
away with the proceeds, leaving the true owners to deal with the 
consequences. Today’s fraudster must adopt similar methods of 
deception to their predecessor, as they must still borrow the 
identity of a true property owner, but the fact that they don’t need to 
present forged title deeds, arguably, makes it easier for them. 
Supporting this is the fact that instances of attempted property 
fraud have increased in both value and number, to such an extent 
that the Land Registry initiated a service aimed at identifying 
potential fraudulent attacks on registered properties. To date this 
service has prevented frauds on 204 applications, representing a 
total property value of over £92m. 

Who is at Risk?

Although it is the buying and selling public and investors who are 
chiefly at risk from the fraudsters’ methods, they are not the only 
ones who stand to lose out. The most recent case to hit the 
headlines shook conveyancing solicitors, when they heard that the 
court ordered City firm Mishcon de Reya to reimburse £1m to its 
client after they were tricked into paying out to a tenant posing as 
the owner of a London property, even after the firm ostensibly 
undertook anti-money laundering and client identification 
procedures.  

This series of articles and information aims to help give you a better 
understanding of the changes happening within the Construction and 
Real Estate sectors. This issue focuses on the Property sector.  
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For property owners, the Land Registry advocates 
a number of safety measures to guard against 
property fraud, the first of which is to ensure that the 
property is registered. Having the property 
registered means that, should the owner fall victim 
to property fraud, they would stand a good chance 
of being compensated for financial loss. 

The Land Registry also offer a free Property Alert 
service, which enables property owners to monitor 
up to 10 registered properties in England and 
Wales. An email alert is issued every time an 
official search or application is received against 
one of the monitored properties, for example if 
someone were to try to take out a mortgage on the
property. Although such a system relies on the 
response of the property owner and is thus 
‘reactive’ rather than preemptive, early detection 
can prevent a fraudulent attempt, which potentially 
could have resulted in a loss of money. This is 
demonstrated by the success of the service to date. 

For those who feel their property might be at 
particular risk, the Land Registry encourage a 
restriction to be entered on their property. A 
restriction would require any solicitor or 
conveyancer to confirm that they are satisfied that 
the person selling or mortgaging the property is the 
true owner. 

Property Owners

Solicitors

Property Developers & Buy-to-Let 
Landlords

As solicitor firms seek to undercut their 
conveyancing competitors, there may be a 
temptation to overlook proper anti-money 
laundering procedures and identity checks on their 
new clients. However, doing so can cause financial 
and reputational damage, as was proven in the 
High Court last year in the case of A’Court & Co 
and House Owners Conveyancers Limited. It is 
therefore imperative that solicitors undergo 
compliant and robust anti-money laundering 
procedures and, crucially, obtain sufficient 
documentation linking the seller to the property. 
Some solicitors may even wish to consider whether 
to engage unfamiliar clients who they have never 
seen face to face. 

Solicitors should also encourage their clients to 
sign up for the Land Registry service. It can be set 
up on behalf of a client, though this is not advised 
by the Land Registry as the contact email address 
would be linked to the solicitor’s firm rather than to 
the buyer. 

In general, solicitors must foster a ‘culture of 
vigilance’, ensuring that staff are adequately 
trained, that they remain aware of current methods 
of fraudsters and that they keep informed of recent 
property (and other) fraudulent attacks. Solicitors 
should be particularly vigilant when dealing with 
properties identified by the Land Registry to be at 
particular risk, and also, as in the case of Mishcon 
de Reya, when the seller is in a rush to complete 
the transaction. 

MHA member firms can help you assess 
whether you are at risk from potential property 
fraud and can help you to put procedures in 
place to mitigate against these risks.  

Property developers and buy-to-let landlords may 
be at increased risk of property fraud given that 
properties are frequently untenanted, there may be 
many properties to monitor and they themselves 
may live abroad. In addition to following the Land 
Registry advice for individuals, investors may wish 
to consider making more thorough checks into a 
property’s history, and even give thought to hiring a 
P.I. to investigate the property and its seller, prior to 
making a substantial investment. 

There are 

What can be Done?

A signature on a previous mortgage application 
lodged against a property, for example, could 
provide an additional layer of assurance over the 
true owner’s identification, even if the property were 
to be mortgage-free at the time of checking. 

3
property owners 
should do to 
protect their 
property from 
potential fraud.

main 
things 
that 
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The Corporate Rescue Exemption

Finance (No. 2) Act 2015 introduced a valuable 
new exemption for companies that have been able 
to negotiate a debt forgiveness deal with their 
lender. 

This will be of particular significance to property 
companies as banks continue to cleanse their 
books of overleveraged customers, in many cases 
taking a significant hit themselves in the process. 

The Tax Charge on Debt Forgiveness

The default position remains that any debt 
forgiveness or discount secured on a debt is 
taxable in the hands of the borrower. Therefore, if a 
debt of £1m is reduced by agreement to £750,000, 
£250,000 will be taxable. 

This is obviously problematic. Any tax charge that 
arises on a non-cash receipt is a challenge to fund, 
but where a company’s circumstances are such that 
a lender has been forced to write off debt, the 
company is unlikely to be in a position to fund a tax 
charge on that amount. 

Prior to the new exemption, some provisions did 
exist that could provide relief from a tax charge on a 
debt release in limited circumstances. These 
included instances where the lender agreed to 
swap debt for equity in the company, and where the 
company has entered some form of insolvency. 

Neither of these pre-existing reliefs are particularly 
easy to take advantage of. Often companies would 
incur significant professional fees and
administrative upheaval in an attempt to bring their 
circumstances within the reliefs and both carry 
unwanted commercial implications.

The Corporate Rescue Exemption

The new exemption offers a far simpler way to avoid 
a tax charge on a debt reduction and is available 
where, immediately before the release or 
modification of the debt, it is reasonable to assume 
that without the release or modification, at some 
time within the next 12 months the company would 
be unable to pay its debts.   

In the simplest of cases, where the company clearly 
has no realistic prospect of being able to repay its 
debt, the new exemption will apply and there will be 
no tax charge. In other instances however, it may 
not be so readily apparent that the relief will 
definitely apply, as there is a degree of subjectivity 
within the provision.   

Application of the New Exemption

Given that the exemption either applies in full or 
doesn’t apply at all, it is vital that the company takes 
advice on whether its circumstances will fall within 
the exemption. 

If the company won’t benefit from the exemption, it 
may be that further planning to bring it within one of 
the other exemptions is required. It is absolutely the 
case however, that a company shouldn’t enter into 
a debt forgiveness arrangement in the hope that it 
qualifies for the exemption without proper advice, 
because there is no partial relief or ability to unwind 
things if HMRC disagree. 

The legislation further defines being unable to pay 
debts as: 

a) Being unable to pay debts as they fall due. 
b) The value of the company’s assets being less 
than the amount of its liabilities, taking into account 
its contingent and prospective liabilities. 

HMRC has published its own internal guidance on 
the provisions and some of their comments suggest 
that the test may be slightly more difficult to meet, in 
their view, than a literal reading of the legislation 
suggests. 

HMRC state that “an insolvent balance sheet is 
likely to be the strongest evidence of a reasonable 
assumption that the company would be in the 
position of being unable to pay its debts within the 
next 12 months, although no single factor will 
necessarily be determinative”. This statement 
appears to be inconsistent with the literal reading of 
the condition listed above (point b)). 

HMRC’s guidance further suggests that “there must 
be a ‘real prospect of insolvency’ as an insolvency 
court would understand it, within the next 12 
months” for the exemption to apply. Again, this 
seems to set a higher threshold than the legislation 
requires. 

The more stringent view HMRC appear to take of 
the legislation underlines the need for proper 
advice to be taken before seeking to rely on the 
new exemption.   

Where there is a degree of ambiguity, companies 
may wish to approach HMRC under the non- 
statutory clearance procedure to obtain 
confirmation of whether the exemption will apply. 

The new exemption can be seen as a much 
needed practical simplification of the taxing 
provisions on debt forgiveness and should be a 
useful tool for companies who have had to seek 
debt restructuring from their lenders. 

MHA member firms can help you understand 
whether your company’s circumstances will fall 
within the relief, or could assist in any dispute 
with HMRC over the applicability of the rules. 
Similarly, if you’ve already benefited from a debt
forgiveness deal and paid tax on the release, 
your local MHA firm could help establish whether 
the relevant tax return can be amended so that 
the relief can now be claimed.  

An exemption 
is available 
when it is 
reasonable to 
assume that 
without the 
release or 
modification of 
the debt, the 
company 
would be 
unable to pay 
its debts.
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House Price Growth

Again, the main contribution to the increase in UK house prices 
came from England, where house prices increased by 7.7% over 
the year to December 2016, with the average price in England now 
£236,000. Wales saw house prices increase by 4.7% over the latest 
12 months to stand at £148,000. In Scotland, the average price 
increased by 3.5% over the year to stand at £142,000. The average 
price in Northern Ireland is currently £125,000, an annual increase 
of 5.7%. 

In the Regions

Highest Growth

The East of England continues as the region which showed the 
highest annual growth, with prices increasing by 11.3% in the year 
to December 2016. Growth in London remains high at 7.5%, but 
has been overtaken by the South East with 8.5% annual growth. 
The lowest annual growth in England was in the North East, where 
prices increased by 4.1% over the year.  

On a regional basis, London continues to be the region with the 
highest average house price at £483,000, followed by the South 
East and the East of England, which stand at £316,000 and 
£281,000 respectively. The lowest average price continues to be in 
the North East at £129,000. 

Overall, the average UK house price has continued to rise in all but 2 
months of 2016 (and did rise in all 4 quarters) and has risen from 
£204,919 at the start of the year to £236,424 by the end of 
December. Of course there are regional variations, but there still 
does not yet seem to have been any statistically significant impact on 
house prices arising from the recently announced tax changes. We 
will see if these have any greater impact from around the end of this 
year, as the implementation date looms (6 April 2017). Growth has 
slowed in some parts of London, but there is growth in all but one 
borough (Hammersmith & Fulham), so it looks as though the 
uncertainty leading up to the Brexit vote may have been forgotten for 
the time being. However, there will undoubtedly be further changes 
to come.   

A bit of digging into the recently published data to October 2016 
reveals that the number of transactions on all dwellings in the UK 
has tailed off towards October 2016, but there was a significant spike 
leading up to the Stamp Duty Land Tax (SDLT) change at the end of 
Q1. That peak of 134,000 transactions in March 2016 was driven by 
a 181% increase in the number of buy-to-let mortgage approvals in 
that same period. 

The rate of house price changes at December 2016 were slightly 
stronger than they were for the same period last year. Despite this, 
demand for rented property remains strong, with the average private 
rental prices rising by 2.5% across Great Britain in the 12 months to 
31 December 2016, with average rent rising in all English regions. 
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MHA Firms Services
MHA is a UK wide association of progressive and respected 
accountancy and business advisory firms. Each MHA member firm 
offers a broad range of services including accountancy, tax and 
corporate finance as well as sector specialisms. 

We are the UK members of the international network, Baker Tilly 
International. Through our membership of Baker Tilly International we 
are able to provide premier accounting, assurance, tax and specialist 
business advice worldwide, drawing on internationally recognised 
industry and service line experts in 141 countries.

Accounting and Financial Reporting: including advice 
and support with the conversion to new UK GAAP 
and advising on changes affecting the property sector. 
External Audit: audits tailored to mitigate risks affecting 
the property sector.  
Internal Audit, Control Reviews and Finance Function 
Effectiveness Reviews. 
Fund raising for property transactions. 
Advice on complicated property transactions and 
suitable structures, including joint ventures and special 
purpose vehicles. 
VAT advice on property transactions, including election 
to tax.  
Advice on high value residential property, including 
Annual Tax on Enveloped Dwellings.  
Stamp Duty Land Tax and, in Scotland, Land and 
Buildings Transaction Tax. 
Structures to minimise taxation on development and 
investment profits.  
Enhanced capital allowances claims. 

Collectively we have  

50 offices across the 
UK 

If you require any further information or advice regarding these topics, then please feel free to contact your local MHA member firm 
contact. 
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Firm Offices
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Broomfield & Alexander 
www.broomfield.co.uk 
Cardiff (Head office) 
Ty Derw 
Lime Tree Court 
Cardiff Gate International Business Park 
Cardiff 
CF23 8AB 
Tel: 02920 549939 

Additional offices: Newport & Swansea 

Larking Gowen 
www.larking-gowen.co.uk 
Norwich (Head office) 
King Street House 
15 Upper King Street 
Norwich 
NR3 1RB 
Tel: 01603 624181 

Additional offices: Bungay, Colchester, Cromer, 
Dereham, Diss, Fakenham, Holt & Ipswich 

Monahans 
www.monahans.co.uk 
Swindon (Head office) 
38-42 Newport Street 
Swindon 
Wilts 
SN1 3DR 
Tel: 01793 818300 

Additional offices: Bath, Chippenham, 
Frome, Glastonbury & Trowbridge 

MHA Carpenter Box 
www.carpenterbox.com 
Worthing (Head office) 
Amelia House 
Crescent Road 
Worthing, BN11 1QR 
Tel: 01903 234 094 

Additional offices: Gatwick 

MHA MacIntyre Hudson 
www.macintyrehudson.co.uk 
London City 
New Bridge Street House 
30-34 New Bridge Street 
London EC4V 6BJ 
Tel: 020 7429 4100 

Additional Offices: Bedford, Birmingham, 
Canterbury, Chelmsford, Folkestone, 
High Wycombe, Leicester, Maidstone, 
Milton Keynes, Northampton, North London, 
Peterborough & Reading 

Tait Walker 
www.taitwalker.co.uk 
Newcastle (Head office) 
Bulman House 
Regent Centre 
Gosforth 
Newcastle Upon Tyne 
NE3 3LS 
Tel: 0191 285 0321 

Additional offices: Northumberland & Tees Valley 

Henderson Loggie 
www.hlca.co.uk 
Dundee (Head office) 
The Vision Building 
20 Greenmarket 
Dundee 
DD1 4QB 
Tel: 01382 200 055 

Additional offices: Aberdeen, 
Edinburgh & Glasgow 

Moore and Smalley 
www.mooreandsmalley.co.uk 
Preston (Head Office) 
Richard House 
9 Winckley Square 
Preston 
Lancashire 
PR1 3HP 
Tel: 01772 821021 

Additional offices: Blackpool, 
Kendal, Kirkby Lonsdale, Lancaster, 
Liverpool, Manchester, Nottingham 
& Southport 

MHA is the trading name of MHCA Limited, a company limited by guarantee, registered in England with registered number: 07261811. Registered 
office: Moorgate House, 201 Silbury Boulevard, Milton Keynes, United Kingdom, MK9 1LZ. Professional services are provided by individual member firms.
No member firm has liability for the acts or omissions of any other member firm arising from or in connection with its membership of MHA. Further 
information and links to the member firms can be found via our website www.mha-uk.co.uk. Arrandco Investments Limited is the registered owner of the 
UK trade mark for Baker Tilly and its associated logo. 

@mha_uk

http://mha-uk.co.uk/
https://twitter.com/MHA_UK
https://www.linkedin.com/company/mha-national-accounting-association

