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CBW Tax Team 
 

Robert Maas 

 

 

Robert is a giant in the tax world. He is regarded 
as one of the leading tax practitioners in the UK 
and is a long standing tax commentator. He has 
authored extensively on tax and is always a draw 
card speaker.  

The announcement that Robert had won the 2013 
Lifetime Achievement Award was met with a 
standing ovation. Robert is well-loved and much 
respected – with good reason. 

Amongst other appointments, Robert is involved 
with the ICAEW Tax Faculty and the Institute of 
Indirect Taxation, of which he is the Technical 
Director.   

Thomas Adcock 

 

 
 

Thomas is a specialist in helping businesses to 
understand the tax implications of their actions. He 
works closely with entrepreneurial businesses to 
manage their tax liability when doing property 
deals, engaging in M&A activity, re-organising their 
organisations, expanding their operations or 
engaging in international deals. 

 

Andy White 

 

 
 

Andy’s tax expertise is regularly sought by the 
media on major developments in the fields of tax 
and finance. He has also written extensively for the 
Financial Times, Daily Telegraph, Taxation and the 
Trusts and Estates Tax Journal. His value-adding 
approach on tax and broader financial issues is 
appreciated by clients, some of whom have been 
working with him for more than three decades. 
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The New Tax Rates at a Glance 
 
 Proposed    
Income Tax 2015/16  2014/15  
Basic Rate 20% * 20% * 
   - on income up to 31,785  31,865  
Higher Rate 40%  40%  
   - on income up to 150,000  150,000  
Additional Rate on excess 45%  45%  
     
*The starting rate of 0%, for savings income only, has a limit of £5,000 (in 2014/15 the rate was 
10% up to £2,880).  If an individual’s taxable non-savings income is above this, that rate will not 
apply.  There are no changes to the 10% dividend ordinary rate or the 32.5% dividend upper rate. 
The dividend upper rate applies when total income exceeds £32,010 (2012/13 £34,370) but not 
£150,000, when it increases to 37.5% (2014/15 37.5%)  
    £      £  
     
Personal allowance (born after 5 April 1948) 10,600 ** 10,000 ** 
     
Age allowance     
      - if born between 6 April 1938 and 5 April 1948      10,600 ** 10,500 ** 
      - if born before 6 April 1938 10,660 ** 10,660 ** 
        The excess of age relief over the personal allowance is reduced by half     
        of the excess of income over £27,700 in 2015/16 (£27,000 in 2014/15)     
Blind persons relief 2,290  2,230  
Marriage Allowance 1,060***  -  
Maximum Enterprise Investment Relief 1,000,000  1,000,000  
(income tax relief of 30% (2014/15 30%) limited to income tax paid) 

 
 

   
** This allowance reduces where the income is above £100,000 – by £1 for every £2 of income 
above the £100,000 limit.  This reduction applies irrespective of age.    
*** This transferable allowance is available to married couples and civil partners born after 5 April 
1935. A non-taxpayer or a basic rate taxpayer can transfer up to this amount of their personal 
allowance to their spouse or civil partner. The recipient must be a basic rate taxpayer. The relief is 
given at 20%. 
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Corporation Tax Rates 2015/16  2014/15  
Small company rate (£0 - £300,000) 20%  20%  
Main rate (over £1,500,000) 20%  21%  
Effective marginal rate (£300,000 - £1,500,000) N/A  21.25%  
Fraction for marginal rate relief  -  1/400  
     
       £      £  
Capital Gains Tax     
Annual Exemption for individuals 11,100  11,000  
     
Value Added Tax     
VAT Registration Threshold 82,000  81,000  
     
Inheritance Tax     
Rate 40% **** 40% **** 
Nil Rate Band 325,000  325,000  
     
**** 36% where 10% or more of the deceased person’s net estate is left to charity  
     
Maximum Personal Pension Contribution 40,000  40,000  
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Income Tax 
 
 
Personal Allowance 
 
The personal allowance has been raised to £10,600 for 2015/16.   
 
The Chancellor has said that it will increase to £10,800 for 2016/17 and £11,000 for 
2017/18. 
 
The special transferable allowance introduced last year for 2015/16 onwards for elderly 
married couples at least one of which was born before 5 April 1935 is similarly increased 
to £1,060 for 2015/16, £1,080 for 2016/17 and £1,100 for 2017/18.  This amount can be 
transferred only if both parties are basic rate taxpayers. 
 
As previously announced, the higher personal allowance for those born before 6 April 
1938 will cease at the end of 2015/16. 
 
 
Income Tax Bands 
 
The Basic Rate threshold is reduced by £80 to claw back from higher rate taxpayers part 
of the £600 increase in the personal allowance!  The bands for 2015/16 are therefore: 
 
Basic Rate  Up to £31,785  20% 
Higher Rate  £31,876 to £150,000  40% 
Additional Rate Over  £150,000  45% 
 
The basic rate threshold will increase to £31,900 for 2016/17 and £32,300 for 2017/18. 
 
 
The starting rate of savings tax 
 
As previously announced, the starting rate for savings income is increased to £5,000 for 
2015/16 onwards.  This is a de minimis exemption.  No tax is payable if a person has no 
earnings (or pension) and savings income of up to £5,000.  However if a taxpayer’s total 
income exceeds £5,000, the starting rate does not apply. 
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Personal Savings Allowance 
 
A new personal savings allowance will be introduced from 6 April 2016.  This will exempt 
from income tax – 
 

a) The first £1,000 of interest earned on savings for basic rate taxpayer, 
b) The first £500 of such interest for higher rate taxpayer. 

 
The allowance does not apply to those who pay tax at the 45% additional rate. 
 
To avoid lots of repayment claims, banks and building societies will pay interest gross 
from 6 April 2016. 
 
 
CBW Tax Reaction: 
 
This is a bit of a misnomer.  It applies only to interest.  It will not apply to 
dividends or other types of savings income. 
 
 
 
Board and lodging provided to carers 
 
For 2016/17 onwards, no income tax liability will arise on a home care worker in respect 
of the provision of board or lodging (or both) provided that the provision is on a 
reasonable scale, is at the recipient’s home and is by reason of the recipient’s 
employment as a home care worker.  A person is employed as a home care worker if the 
duties of the employment consist wholly or mainly of the provision of personal care in the 
recipient’s home to another individual where the recipient is in need of personal care 
because of old age, mental or physical disability, past or present dependence on alcohol 
or drugs, past or present illness, or past or present mental disorder. 
 
 
Lower paid employees 
 
As previously announced, from 6 April 2016, the benefit-in-kind rules will apply to all 
employees, not merely those earning less than £8,500 pa.    
 
However there will be an exception for a “lower paid minister of religion”, i.e. a minister 
of religion (of any denomination) earning less than £8,500 pa.  Such a person will have 
no liability to income tax on employer-provided expenses payments, cars, vans and 
related benefits (such as fuel), loans or any other benefit taxable under the benefits 
code.   
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The employment must be direct employment as a minister; the exemption will  
not apply to deemed employment income under the agency, IR35 or managed service 
company rules. The benefits need to be calculated even though they are not taxed, as 
their value has to be included as earnings to determine whether or not the £8,500 
threshold applies. If the minster has two or more related employments, the exemption 
does not apply at all unless all of the employments are as minister and the total earnings 
do not exceed £8,500. 
 
 
CBW Tax Reaction: 
 
The benefit-in-kind rules were introduced in 1948 to apply to employees 
earning over £2,000 pa (£65,490 in today’s terms).  The threshold was 
increased to £5,000 in 1975, to £7,500 in 1978 and to £8,500 in 1979.  
Since then successive Chancellors have resisted all pleas to revalorise the 
limit.  £8,500 in 1979 is equivalent to £40,653 today.  Now that the national 
minimum wage exceeds £8,500 pa, the abolition of the limit is no more than 
an acknowledgement that it now applies only to part-timers and as such is no 
longer justified. 
 
Those who clamour for tax simplification should be aware that both this 
measure – which need four pages of new legislation – and the following one 
has been made in the course of tax simplification.  It arises from 
recommendations of the Office of Tax Simplification.  As with previous 
changes recommended by that body, the changes emphasise that the only 
tax simplification that finds favour with politicians is to abolish reliefs that do 
not apply to very many voters. 
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Abolition of dispensation regime 
 
PAYE dispensation will cease to apply for 2016/17 onwards.  However there will be a new 
exemption for benefits-in-kind (including vouchers and credit tokens) for which the 
employee would otherwise have been entitled to deduct the whole amount as a business 
expense. 
 
 
CBW Tax Reaction: 
 
Another “simplification” measure.  Up to now, employers have been 
encouraged to apply for dispensations from including “benefits” on form 
P11D where the benefit is in reality a business expense.  This stopped the 
employer having to identify the expenditure and declare it to HMRC and the 
employee then submitting a claim to HMRC that the expense was wholly and 
exclusively incurred for the purposes of the business. 
 
Presumably the Chancellor felt that saving everyone unnecessary work is no 
longer a laudable objective because HMRC’s new Real Time Information 
computer program enables HMRC to deal easily with the information, and if 
there is no saving to government there is no longer any point in allowing 
taxpayers to save work.  That is not quite fair.  In many cases the expense 
will be covered by the new exemptions described below provided that the 
employer is prepared to carry out the substantial record-keeping obligations 
that some of them require. 
 
 
 
Exemption for minor benefits 
 
For 2016/17 onwards no taxable benefit will arise where:  
 

a) a payment is made or reimbursed (by anyone) to an employee in respect of 
expenses 

b) if that payment had been a benefit, it would be fully relievable as a business 
expense (i.e. it would not actually be a benefit), and 

c) the payment or reimbursement does not arise under a salary sacrifice 
arrangement. 

 
Also no taxable benefit will arise where: 
 

a) a payment is made or reimbursed (by anyone) to an employee in respect of 
expenses, 
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b) the amount has been calculated (and paid or reimbursed) in an approved way 
(i.e. as set out in Regulations to be issued by HMRC, or as approved in advance 
by HMRC), 

c) the payment or reimbursement does not arise under a salary sacrifice 
arrangement, or any other arrangement that seeks to replace salary with 
expenses, 

d) the payer (or another person) operates a system for checking that the employee 
is in fact incurring that type of expense and that a deduction would be due for it, 
and 

e) neither the payer or (if different) the person operating the system knows or 
suspects (or could reasonably be expected to know or suspect) that the employee 
has not incurred and paid the expense, or that a deduction for it would not be due 
under the benefit rules. 

 
 
CBW Tax Reaction: 
 
In other words where there is genuinely no benefit to the employee because 
the expense is a business expense, the employer does not need to report it 
as a benefit to HMRC – but he should be aware that HMRC are delegating to 
him the power to determine what is a genuine business expense and woe 
betide him if HMRC discern any element of personal benefit to the employee.  
This is a George Osborne version of a double whammy for the Exchequer – 
shift the work onto the employer (at the employer’s cost) and collect a 
penalty from him if he gets it wrong. 
 
 
 
HMRC are also given power, on the application of an employer, to approve the tax-free 
payment of expenses at a flat rate (which must be set out in the application).  HMRC can 
revoke the approval – retrospectively! 
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Trivial benefits provided by employers 
 
For 2015/16 onwards, there will be a further new exemption for trivial benefits provided 
that – 
 

a) the benefit is not provided by cash or a cash voucher 
b) the cost of providing the benefit (or the average, if it is provided to more than one 

employee) does not exceed £50 
c) the benefit is not provided under a salary sacrifice, and 
d) it is not provided in recognition of particular services performed by the employee 

in the course of the employment or in anticipation of such services. 
 
 
CBW Tax Reaction: 
 
This will cover such things as a bouquet of flowers for a sick employee or a 
gift for the baby when an employee gives birth.  Pre-George Osborne, most 
people did not think that such common gestures of decency might have tax 
implications.  It should be noted that a reward for a particular service – such 
as providing a taxi home when an employee is asked to work late – remains 
taxable. 
 
 
 
To prevent avoidance, a cap of £300 pa will apply to office holders and family members 
of office holders, i.e. those affected will be able to receive a total of £300 in tax-free 
benefits but will be taxed on any excess over that figure. 
 
 
CBW Tax Reaction: 
 
So much for encouraging small businesses!  Someone in the Treasury seems 
to think that rather than be out generating profits, directors of small business 
spend their lives looking for ways to exploit tax reliefs. 
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PAYE on benefits-in-kind 
 
HMRC will be given power to authorise employees to pay taxable benefits through PAYE. 
 
 
CBW Tax Reaction: 
 
This is intended to be voluntary.  There is no immediate intention to require 
PAYE to be applied to benefits (although the Payroll Alliance has been 
lobbying for this for some years) but some large employers would prefer to 
deduct PAYE rather than submit P11Ds and they are currently allowed to do 
this on a concessionary basis.  The change gives HMRC vires for the 
concession – although of course only under a stricter environment. 
 
 
 
  



The Budget Statement       15 
CBW Tax 

 

Zero-emission vans 
 
Currently there is no benefit-in-kind in relation to a zero-emission van (one which cannot 
under any circumstances omit carbon dioxide by being driven).  This exemption is being 
phased out from 2015/16 onwards.  The charge will be a proportion of the normal van-
use benefit figure, which is currently £3,150. 
 

Year    Percentage  Charge 
 
2015/16  20%   £630 
2016/17  40%   £1,260 
2017/18  60%   £1,890 
2018/19  80%   £2,520 
2019/20  90%   £2,835 
2020/21  100%   £3,150 

 
 
Travel expenses of members of local authorities 
 
For 2015/16 onwards, there is a new tax exemption for travel expenses paid by local 
authorities to local councillors – but only up to the current Approved Mileage Payment 
rates if the member uses his own vehicle for such travel.  The exemption will include 
travel from the member’s home to the local authority office that he goes to most 
frequently – but only if the member’s home is in the local authority area or within 20 
miles of its boundaries.  As travel in the performance of the councillor’s duties is already 
exempt, this effectively simply grants exemption for home to work travel for councillors. 
 
 
CBW Tax Reaction: 
 
This of course brings councillors into line with MPs.  It is only the electorate 
who need to be taxed on home to work travel; their elected representatives 
are presumably felt in need of encouragement to take on the responsibilities 
that the citizenry has thrust on them. 
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Pension Lifetime Allowance 
 
The lifetime allowance will be cut from £1.25million to £1million from 6 April 2016.  It 
will stay at that level for 2017/18, but will then be increased by inflation from 6 April 
2018.  As with previous reductions, those whose pension pots already exceed £1million 
will be able to elect to instead freeze them at their current level. 
 
 
Pension flexibility 
 
Mr Osborne provided for complete pension flexibility in his 2014 budget.  Once a person 
reaches 60, he can draw out his pension pot however he wishes.  There is no longer any 
need to buy an annuity.  25% of each withdrawal will be tax-free (up to 25% of the total 
and at retirement age) and the balance is taxed at the individual’s marginal tax rate. 
 
This year he has announced that from 6 April 2016, people who are already drawing 
annuities will be able to sell the annuity, pay tax on the sale proceeds at their marginal 
tax rate and do what they like with the balance of the money – assuming of course they 
can find a purchaser. 
 
 
CBW Tax Reaction: 
 
Crazier and crazier?  However poor annuity rates may be, the purchase of an annuity 
is likely to be the right course for most people.  Flexibility is great for those with the 
skill and expertise to manage an investment portfolio to provide an increasing 
retirement income but most of us do not fall into that category. 
 
If someone who is already in receipt of an annuity sells it, he is likely to receive 
significantly less than the annuity cost, and he will suffer an immediate drop in 
income as it is difficult to see how the sale proceeds can be invested to replace his 
existing monthly annuity receipt.   
 
It will only be possible to sell the annuity to an FCA regulated purchaser, and it will 
not be permissible to sell it back to the annuity provider.  That means that the most 
likely purchaser is another annuity provider, but the annuity he is acquiring needs to 
produce sufficient income for him to meet his own commitments so he cannot afford 
to pay full value. 
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Bereavement support payments 
 
The new social security bereavement support payment will be exempt from tax.  The 
Department for Work and Pensions have not yet said when such payments will 
commence. 
 
 
Lump sum under armed forces early departure scheme 
 
Payments under this new scheme which starts on 1 April 2015 will be exempt from tax.  
It applies to a person who leaves the service between 40 and 55 having completed at 
least 18 years service.  The individual receives the lump sum plus monthly payments 
until he can draw his pension at 65.  The monthly payment element will be taxable. 
 
 
Gift aid for payments via an intermediary 
 
HMRC will be given power by regulation to simplify the administrative procedures where 
donations are made through an intermediary.  The individual can authorise an 
intermediary to sign the gift aid certificate or the charity can authorise an intermediary to 
accept donations on its behalf.  This could be particularly attractive if the intermediary is 
tasked with splitting the payment between a number of charities. 
 
 
CBW Tax Reaction: 
 
This is largely an administrative simplification to save the donor having to 
complete multiple gift aid declarations.  The intermediary will of course be 
required to keep records, so it remains to be seen how much of a 
simplification it actually is.  Anyone who is prepared to take on the record-
keeping responsibilities can be an intermediary.  In theory if I make a charity 
collection in the CBW offices, I can be an intermediary for all of the donors – 
although I very much doubt that I will want to undertake the requisite 
record-keeping requirements and doubt that I will collect as much money if 
people have to tell me how much they are donating.  
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War Graves Commission 
 
From the date of Royal Assent to the Finance Act 2015, the Commonwealth War Graves 
Commission and the Imperial War Graves Commission will be treated as charities for tax 
purposes. 
 
 
Increased remittance basis charge 
 
The current £50,000 charge increases to £90,000 for 2015/16 onwards where the 
individual has been UK resident for 17 out of the preceding 20 tax years.  For those here 
for over 9 out of 12 years the charge increases to £60,000.  The scale for 2015/16 is 
accordingly: 
 
 Resident in UK   Remittance basis charge 
 
 Less than 7 years       nil 
 7 out of preceding 10 years   £30,000 
 12 out of preceding 15 years  £60,000 
 17 out of preceding 20 years  £90,000 
 
 
CBW Tax Reaction: 
 
This makes tax planning for long-term non-doms even more important.  The 
17 out of 20 years is the same period as that which makes the individual 
deemed domiciled for IHT.  A three-years period of non-residence after 17 
years of residence accordingly becomes very attractive.  It both keeps non-
UK assets out of the IHT net and will wipe out the remittance basis charge 
completely for the seven years after resuming UK residence (with a further 
10-years period before the charge builds up to £90,000 again. 
 
Under the new statutory residence rest, it can be relatively easy to shed UK 
residence for an individual year.  Where a three-years sojourn overseas is 
not practical, three single years of non-residence will have the same effect 
provided that these are relatively close to one another. 
 
£90,000 is equal to £163,636 of income taxable at 45% or £321,429 of 
capital gains taxable at 28%.  If the unremitted income or gains are lower, 
£90,000 is a lot of money to pay to preserve confidentiality of one’s overseas 
assets from HMRC. 
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EIS and SEIS relief and VCTs: Excluded Activities 
 
From 6 April 2015, the exclusion for the subsidised generation or exportation of 
electricity is extended so that electricity is treated as subsidised if a Contract for 
Differences has been entered into in connection with the generation of electricity.  
Contracts for Differences will replace Renewable Obligations Certificates and Renewable 
Heat Incentives in due course as the main means of subsidising generation.  In addition 
the existing exclusions for generation involving aerobic digestion and hydro-electric 
power cease to apply.  The effect is that all types of renewable energy generation 
activities subsidised by the government will be excluded from the scope of EIS, SEIS and 
VCT relief. Investments in companies receiving foreign subsidies similar to Contracts for 
Differences will also be excluded from relief. 
 
 
Social Investment Tax Relief: subsidised generation of electricity 
 
HMRC will be given power by statutory instrument to exclude subsidised generation of 
electricity from SITR.  However activities involving the generation of electricity for which 
a Feed-in Tariff is receivable will become eligible for SITR.  This exclusion will not take 
place until 6 months after the EU gives state aid approval for SITR so that qualifying 
community energy organisations will be able to switch to SITR. 
 
 
Arrangements offering a choice of capital or income returns 
 
Public companies are increasingly giving shareholders a choice of a capital or income 
return on their shares.  Typically a shareholder who opts for capital is issued with shares 
of a new class, such as B or C shares, which are subsequently redeemed by the 
company.  Where a person is given such a choice after 6 April 2015, the capital receipt 
will be treated as a distribution if the two choices gives a net return after tax which is 
substantially the same.  The distribution is a qualifying distribution so that the 10% tax 
credit will apply.  Where a double tax charge arises, i.e. income tax on the deemed 
distribution plus CGT on the sale of the shares, HMRC must make any just and 
reasonable consequential adjustments.  The provision applies for 2015/16 onwards even 
though the choice may have been made in an earlier year. 
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CBW Tax Reaction: 
 
This brings such share schemes into line with stock dividends where, if the 
shareholder takes stock, the value is taxed as if he had taken a dividend. 
 
For most people the share redemption has been tax-free as it has been 
covered by the holder’s CGT annual exemption.  Accordingly this is a 
significant additional tax on the middle-class share-owning democracy, the 
growth of which successive governments have encouraged.  Those who 
prefer not to pay it can, of course, sell the shares and repurchase them 
through an ISA – which is a government incentive and thus not tax 
avoidance.  
 
 
 
Income tax miscellaneous loss relief 
 
For 2015/16 onwards, income tax relief will be denied for a loss arising from a 
miscellaneous transaction if it arises as a result of relevant tax avoidance arrangements.  
Similarly miscellaneous losses will not be eligible for offset against income that arises as 
a result of tax avoidance arrangements. 
 
 
The end of the personal tax return? 
 
Tax returns are being phased out from early 2016.  That does not actually mean such 
returns will no longer be required.  The tax return will be replaced by “digital tax 
accounts”.  Your digital tax account will be a return pre-populated by HMRC with the 
information that HMRC already hold.  You will simply need to log into your account, check 
that HMRC’s information is correct and add any additional items that HMRC do not know 
about. 
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CBW Tax Reaction: 
 
David Gauke says that, “this is a big leap in modernising our tax system, 
putting good customer service at its heart and making it as easy as possible 
… to pay the right tax at the right time”. 
 
It is not clear what will happen to those who currently complete paper tax 
returns either because they do not have access to efficient broadband or are 
elderly and not computer literate.  Up to now, while HMRC have happily 
forced businesses to deal with them electronically, they have shied away 
from mandating digital communication to those not in business. 
 
There is also likely to be a problem with joint bank accounts and other joint 
income, and with income received by an individual as a trustee or as a 
nominee for someone else.  The HMRC computer will think that the income 
belongs to the individual.  What will happen when you delete that incorrect 
information from your digital account?  We think it likely that HMRC will open 
an enquiry into your tax position for that year. 
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Business Tax 
 
Use of home for business purposes 
 
The legislation introduced in FA 2013 for flat rate expenses for small businesses can be 
difficult to apply to a partnership if the business is based at a partner’s home.  The 
legislation is being amended for 2015/16 onwards to make clear that where the home is 
occupied by more than one partner, the same work cannot generate a deduction for 
both.  It is also to be made clear that if one partner uses the flat rate expenses scheme, 
all must do so.  A different basis for calculating the deduction cannot be used by another 
partner. 
 
 
CBW Tax Reaction: 
 
Has George Osborne developed a new theory that tax legislation needs to be 
forged in the white heat of progress so it is inevitable that it will become 
obsolete within months of coming into effect? Or is this yet another example 
of ill-thought through legislation being bulldozed through parliament without 
anyone having time to consider whether it will actually work? 
 
 
 
Farmers’ Averaging 
 
Farmers will be able to average their profits over five years instead of three. It is not 
clear from when. 
 
 
Disguised investment management fees 
 
A disguised fee received by an investment manager for investment management will be 
taxable as income of a deemed trade for 2015/16 onwards.  This is aimed at 
arrangements under which annual fees are paid as priority partnership shares to avoid an 
income tax charge on the fee.  Sums paid to managers which represent returns linked to 
investment performance (carried interest) and investment by managers alongside 
participants (co-investment) will remain taxable as capital gains. 
 
The deemed trade is treated as carried on wholly in the UK if any part of the investment 
management services to which the fee relates are carried on in the UK.  In any other 
case, it is deemed to be carried on wholly overseas.  A disguised fee arises to an 
individual from a collective investment scheme if: 
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a) the individual performs investment management services directly or indirectly in 
respect of the scheme, 

b) the arrangements involve at least one partnership, 
c) under the arrangements, a management fee arises to the individual in the tax 

year directly or indirectly from the scheme (whether in the form of a loan or 
advance, by way of allocation of profits or otherwise), and 

d) some or all of the management fee is not taxed as either employment income of 
the individual for the tax year as profits of a trade of the individual for that year. 

 
An investment management fee is defined as any sum which arises to an individual 
(directly or indirectly) from a collective investment scheme under any arrangements 
other than a sum which – 
 

a) constitutes carried interest, 
b) arises by way of repayment of an investment made by the individual in the 

scheme, or 
c) constitutes a commercial return on an investment made by the individual in the 

scheme. 
 
An amount is carried interest only if it is a sum which arises out of profits on the 
investments made for the purposes of the scheme only after all or substantially all of the 
investments in the scheme (or of the relevant investments) have been returned to 
participants and each participant has received a preferred return of at least 6% pa, 
compound on all (or substantially all) of his investments in the scheme (or particular 
investment). 
 
Non-UK resident investment managers will be taxable only to the extent that the fee 
relates to work done in the UK. 
 
 
CBW Tax Reaction: 
 
The exemption for carried interest is welcome but the definition of carried 
interest does not necessarily reflect that used in all such investment 
schemes.  The terms of a scheme may accordingly need to be revisited to 
ensure that the carried interest satisfies the above definition.  If it does not 
do so, it will be regarded as a disguised management fee. 
 
 
 
Zero-emission goods vehicles 
 
The 100% Enhanced Capital Allowance for such vehicles which was due to expire on 5 
April 2015 will be extended to 5 April 2018.  However the ECA will not be given if  



The Budget Statement       24 
CBW Tax 

 

another State aid is received towards the qualifying expenditure (currently the exclusion 
is limited to those State aids that are notifiable to the European Commission). 
 

Capital allowances: plant and machinery 
 
Where a person becomes entitled to claim capital allowances on an item of plant or 
machinery as a result of a connected party transaction, sale and leaseback, transfer and 
long-funding leaseback or transfer and subsequent hire purchase, the amount of 
qualifying expenditure is currently restricted. 

 
It will be reduced to nil for long funding leasebacks entered into after 25 February 2015, 
and connected party transactions and transfer and subsequent hire purchase transactions 
entered into after that date, where the transferor acquired the asset without incurring 
either capital expenditure or qualifying revenue expenditure, i.e. expenditure of a 
revenue nature that was incurred at an arm’s length price (or, if the transferor is a 
manufacturer, he incurred all the normal costs of manufacturing the asset). 
 
The new restriction does not apply where the person disposing of the asset (or a 
connected person) is deemed to have incurred expenditure on plant, such as where an 
asset is gifted. 
 
 
CBW Tax Reaction: 
 
This is a narrowly targeted anti-avoidance provision.  Indeed it is so narrowly 
targeted that it is not readily apparent what it is aimed at. 
 
 
 
Relief for contributions to Flood and Coastal Erosion Risk 
Management Projects 
 
Income or corporation tax relief will be given for business contributions after 31 
December 2014 to partnership funding schemes for flood defence projects.  The relief is 
given by treating the expenditure as a trading expense (if it would not otherwise qualify 
as one).  The payer must not receive a benefit consisting of money or other property in 
connection with the contribution.  Relief will be available both for monetary contributions 
and for the cost of the contribution of services. 
 
 
Landlord’s energy-saving allowance 
 
This allowance which is due to expire on 5 April 2015 will not be extended. 
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Corporation Tax 
 
 
Rates 
 
As previously announced, from 1 April 2015 there is a single corporation tax rate of 20%.  
This rate will also apply for 2016/17.   
 
 
Consortium Relief: Non-resident link company 
 
For accounting periods commencing after 9 December 2014, consortium relief will be 
claimable irrespective of the location of the link company.  Currently this needs to be in 
the UK or the EEA. 
 
Example: 
 
A Ltd is part of a consortium that owns a Canadian joint venture company.  The Canadian 
company has a number of wholly owned subsidiaries, two of which V Ltd and W Ltd are 
UK resident.  The Canadian company will no longer prevent A Ltd (or another UK 
member of its group) from claiming consortium relief for its shares of the losses of V Ltd 
and W Ltd. 
 
 
CBW Tax Reaction: 
 
When Mr Osborne was forced by the EU in 2013 to give relief where the link 
company was in the EU, he complied but extended it slightly to EEA 
countries.  In doing so he created a complex system (which might not even 
be compliant with EU law) riddled with anomalies where an international 
consortium has several link companies. This measure seeks to remove the 
differences and simplify claims to group relief.  As such it is welcome, albeit 
that it appears to have been largely forced on Mr Osborne. 
 
 
 
Goodwill on incorporation 
 
Where an unincorporated business is transferred to a company after 2 December 2014, 
corporation tax relief for intangible assets will not be available for – 
 

a) internally generated goodwill, 
b) information which relates to customers or potential customers of the  

transferred business, 
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c) a relationship (whether contractual or not) that the transferor has with one or 
more customers of the business, 

d) an unregistered trade mark or other sign used in the course of the business, or 
e) a licence or other right in respect of one of the above assets. 

 
This restriction applies only where the asset is acquired from a related party, such as a 
shareholder of the company, or from a partnership of which a related party is a member.  
There will be an anti-avoidance rule to prevent the goodwill, etc being sold to an arm’s 
length person and onward purchased by the company. 
 
The company will be able to write off the goodwill, etc if and when it itself disposes of it, 
so it will be taxed at that stage only on the profit that it itself makes. 
 
 
Accelerated Payment and Group Relief 
 
Changes will be made to the Accelerated Payments legislation in relation to tax avoidance 
schemes to ensure that the tax can be collected where the scheme gives rise to losses or 
other amounts that are surrendered as group relief.  HMRC will have to specify in the 
APN the amount which they consider should not be available for surrender.  The company 
will then cease to be entitled to consent to surrender that amount – so that no other 
company can claim relief.  If relief has already been given, the claimant company must 
amend its return to disallow the relief.  
     
 
CBW Tax Reaction: 
 
An extra point to watch for when buying a company from a group.  If the 
target company has utilised group relief in the last six years, it will not be 
readily apparent whether there may be a risk of this being retrospectively 
withdrawn because HMRC subsequently take the view that the loss was 
attributable to a tax avoidance scheme. 
 
 
 
Late-paid interest 
 
From 3 December 2014, the rules which determine the timing of relief for deferred 
interest and discounts on debts issued to UK companies by a connected company in a 
non-qualifying territory will cease to apply.  The normal accruals basis that applies to 
loan relationships accordingly now apply to such interest. Loans in existence at 3 
December 2014 can continue with the old treatment for a transitional period to 31 
December 2015. 
 



The Budget Statement       27 
CBW Tax 

 

Research and Development Tax Credits 
 
As previously announced the rate of the above line credit for large corporates will 
increase from 10% to 11% from 1 April 2015. 
 
The R & D relief rate for SMEs will increase from 225% to 230% from the same date. 
 
 
Research & Development: Expenditure on Consumable Items 
 
From 1 April 2015, the expenditure on consumable items that qualifies for R&D tax 
credits will be restricted.  Relief will no longer be given for consumable items where the 
R&D relates to an item that is produced in the course of the R&D, the consumable item 
forms part of the item produced (or the R&D relates to a process of producing an item 
and the consumable item forms part of an item produced in the course of that R&D) and 
that item is transferred by a relevant person in the ordinary course of his business.  A 
relevant person is any of the company – (or person) that incurs the cost of the R&D, and 
the company (or person) to which the R&D is contracted out.   
 
The intention is that where a company sells ownership of the products of its R&D activity 
as part of its ordinary business, the cost of materials that are used to make that product 
should not qualify for relief.  In other words, production costs are not costs of R&D. The 
restriction will not apply where the product of the R&D is transferred as waste or it is 
transferred but no consideration is received. 
 
 
Deduction of tax at source: exemption for qualifying private 
placements 
 
From the date of Royal Assent to the 2015 Finance Act, regulations will be introduced to 
allow UK companies to pay interest gross on qualifying placements.  A qualifying private 
placement is a security which – 
 

a) is issued by a company and represents a loan relationship to which the company 
is the debtor, 

b) which is not listed on a recognised stock exchange, and 
c) meets such conditions as the Treasury by regulation may specify. 

 
The Breedon Report of March 2012 recommended increasing the number of UK-based 
private placement investors in order to unlock a new source of financing for mid-sized 
borrowers.  The provision removes a potential obstacle to the development of the UK 
private placement market.  It should be particularly noted that the income can be paid 
gross even where the lender is non-UK resident. 
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Diverted Profits Tax 
 
The Finance Bill will contain the legislation for Mr Osborne’s new Diverted Profits Tax.  
This will not be a self-assessed tax (although the company is required to notify HMRC 
that it is within the charge to tax).  HMRC will need to issue a charging notice to the 
company.  The tax will be 25% of the taxable diverted profits specified in the notice 
together with interest thereon from 6 months after the end of the accounting period to 
which the charge relates to the date of the notice.  There will obviously also be further 
interest payable at a subsequent date from the date of the notice to the date of payment. 
 
 
The tax is payable in only two circumstances: 
 

1. Avoidance of a UK taxable presence (by a non-UK company), or 
2. Involvement of entities or transactions lacking economic substance (by a UK 

company). 
 
 
For (1) (Avoidance of a UK taxable presence) to apply: 
 

a) the foreign company must be non-UK resident, 
b) a person (which could be a UK resident) must be carrying on an activity in the UK 

in connection with supplies of goods or services made by the foreign company to 
customers in the UK (the avoided PE), and 

c) it must be reasonable to assume that any of the activities of the avoided PE or the 
foreign company (or both) is designed so as to ensure that the foreign company is 
not carrying on a trade in the UK through a permanent establishment in the UK by 
reason of the avoided PE’s activity (whether or not it is also designed to secure 
any commercial or other objective), 

d) it must also be reasonable to assume that the “mismatch conditions” or the “tax 
avoidance condition” (or both) is met, 

e) the avoided PE and the foreign company must not both be SMEs, and 
f) the reason that the person does not have a UK PE is not because of the specific 

exemptions for an agent of independent status (CTA 2010, s 1142) and for 
alternative finance arrangements (CTA 2010, s 1144). 

 
 
The mismatch condition is very complex and is not considered here as we doubt that any 
CBW client will be within the scope of the tax.  The tax avoidance condition is that in 
connection with the supplies of goods or services referred to at (b), arrangements are in 
place the main purpose or one of the main purposes of which is to avoid a charge to 
corporation tax. 
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CBW Tax Reaction: 
 
This seems a very hard test for HMRC to apply. For example, suppose from 
my home computer in the UK I go onto Amazon Ireland’s website and order a 
book and a couple of CDs.  Amazon Ireland will supply the book to me from 
one of its warehouses in the UK.  This is not a PE because the definition of a 
PE excludes a place for holding stock.  Amazon Ireland will sub-contract my 
order for CDs to Amazon AG in Luxembourg and collect the payment 
(including any Luxembourg VAT) on AG’s behalf.  Amazon US, Amazon 
Ireland and Amazon AG are all non-UK companies.  Who is carrying on an 
activity in the UK?  I am, but I am clearly not ordering the items from the 
Amazon Ireland website in order to ensure that any of the Amazon 
companies are not trading in the UK through a PE.  Is Amazon Ireland 
carrying on an activity in the UK?  The only one I can see is that it is 
delivering my book to me.  But I doubt it is doing that to ensure that it does 
not have a PE in the UK. It does not have a PE here because the law 
specifically says that its warehouse is not a PE.  And what about the CDs?  
No Amazon company at all is doing anything in the UK.  
 
 
 
For (2) (Involvement of entities or transactions lacking economic substance) to apply –  
 

a) a company (C) must be UK resident (or a UK PE of a non-resident), 
b) provision must have been made or imposed between C and another person (P) 

(who could be either UK or non-UK resident) by means of a transaction or series 
of transactions (the material provision), 

c) the “participation condition” must be met in relation to C and P, 
d) the material provision must result in any effective tax mismatch outcome as 

between C and P, 
e) the “insufficient economic substance condition” must be met, 
f) C and P must not both be SMEs, and 
g) the material provision must not be an excluded loan relationship. 

 
Again, the definitions are so complex we do not intend to try to explain them. 
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CBW Tax Reaction: 
 
It remains to be seen how much tax is collected under this provision.  Both of 
the main political parties seem to have decided that the UK ought to lead the 
international field in combatting perceived tax avoidance.  Accordingly 
whenever someone comes up with an anti-avoidance idea, the UK seems to 
put its hand up, cry, “Me first” and introduce botched legislation before 
anyone else works out how to do it properly.  In this case it is not clear that 
there is actually any avoidance or, if there is, that it is avoidance of UK tax.  
Hence some very vague legislation that multinationals are likely to ignore 
because it is unclear how anyone can apply it, leaving it to the appeals 
Tribunal to decide whether the trigger conditions are met. 
 
 
 
Oil and Gas 
 
Extension of ring-fence expenditure supplement 
 
The number of accounting periods for which a company can claim ring-fence expenditure 
supplement will be extended from 6 to 10 in relation to expenditure after 4 December 
2013. 
 
Investment allowances 
 
A new investment allowance will be introduced from 1 April 2015 for companies 
operating in the UK or UK continental shelf. 
 
Cluster area allowance 
 
A cluster area allowance will be introduced from 3 December 2014 for oil and gas 
companies operating a ring-fence trade on the UK continental shelf. 
 
Supplementary charge 
 
The rate of supplementary charge will be reduced from 32% to 20% from 1 January 
2015. 
 
Petroleum Revenue Tax 
 
The rate of PRT will be reduced from 50% to 35% from 1 December 2016 to drive 
investment in more mature fields and critical infrastructure. 
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Bank loss relief restriction 
 
As previously announced, the proportion of the taxable profits of banks that can be offset 
by brought-forward losses (and non-trading loan relationships and management 
expenses) will be restricted to 50% from 1 April 2015.   
 
There will be a £25million allowance for groups headed by a Building Society. 
 
 
Film tax relief 
 
Subject to EU State aid approval, the rate of film tax relief will be increased to 25% for 
all qualifying core film expenditure.  The distinction between limited budget films and 
others will be removed so that the 25% figure will apply to the full costs.  The company 
still needs to spend at least 25% of the budget for the film on UK qualifying production 
expenditure. 
 
 
High End TV tax relief 
 
As previously announced, the minimum UK spend requirement, i.e. the proportion of the 
production costs that relates to activities in the UK, will be reduced from 25% to 10% in 
relation to expenditure incurred from 1 April 2015.  This reduction will also apply to the 
animation tax relief.  However this is subject to EU state aid clearance being obtained.  
The cultural test will also be modernised to bring it into line with the changes being made 
to the film cultural test. 
 
 
Relief for makers of Children’s TV Programmes 
 
From 1 April 2015, the TV production relief introduced by FA 2013 will be extended to 
cover children’s TV programmes and also children’s game shows and competitions. The 
normal requirements for the slot length to exceed 30 minutes and the cost per hours to 
exceed £1m will not apply to children’s programmes.  A programme is a children’s 
programme if (when TV production activities commence) it is reasonable to expect that 
the persons who will make up the programme’s primary audience will be under the age 
of 15. 
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Loan relationships and derivative contracts 
 
A package of proposals is being introduced from 1 April 2016 to modernise the 
corporation tax rules regarding the taxation of corporate debt and derivative contracts.  
The main areas of change are: 
 

a) clarifying the relationship between tax and accounting, 
b) basing taxable loan relationship profits on accounting profit and loss entries, 
c) a new corporate rescue rule (which will apply from 1 January 2015) to provide 

relief where loans are released or modified in cases of debtor companies in 
financial distress, and 

d) myriad new anti-avoidance rules (which will apply from 1 April 2015). 
 
 
CBW Tax Reaction: 
 
Prior to 1996, most people understood the rules relating to corporation tax 
and interest.  Oh for those days to come again!  The rules were replaced by 
the scheme of loan relationships which becomes more and more complex as 
the years go by.  The 116 new provisions “address areas which have given 
difficulty in the past, reduce complexity and provide enhanced protection 
against tax avoidance”.  The government acknowledge that the complexity in 
the regime has provided repeated opportunities for attempts to avoid tax and 
reactive measures to counter avoidance have contributed to further 
complexity and to “some loss of structural clarity in the regime”. 
 
Perhaps there is something fundamentally flawed about the regime?  George 
Osborne obviously does not think so because the changes are designed to 
retain the fundamental structure and principles of the regime. 
 
 
 
Election of designated currency by UK resident investment 
company 
 
The rules will be updated from 1 April 2016. 
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Loss refreshing 
 
An anti-avoidance rule is being introduced with effect from 18 March 2015 to prevent 
groups of companies utilising artificial arrangements that result in a carry-forward loss 
being converted into a current-period loss so as to qualify for relief against general 
income or for group relief.  It will apply where: 
 

a) profits arise to a company as a consequence of “arrangements” against which a 
carry-forward relief could be set, 

b) a new deduction arises to the company (or a connected company) as a result of 
the arrangements, 

c) one of the main purposes of the arrangements is to secure a corporation tax 
advantage involving the additional profits, the use of the carry-forward relief 
against those profits, and the new deduction, and 

d) when the arrangements are entered into, the value of the anticipated tax 
advantage exceeds the anticipated value of any other economic benefits (to the 
company and any connected companies taken together) to the arrangements. 

 
Where these conditions are all met, the company will not be able to use the carry-
forward relief against the profit arising from the arrangements, i.e. against the amount at 
(a).  The deduction at (b) can be set against the amount at (a) though. 
 
Where an accounting period straddles 18 March 2015, it must be split into two and this 
provision applied to the post 18 March part.  A carry-forward relief is of course one that 
can be used only against a specific type of income in a future year, e.g. a trading loss, or 
a property business loss, which does not attract sideways loss relief or group relief in the 
year the loss arises, a deficit on a non-trading loan relationship or carried-forward 
management expenses. 
 
 
CBW Tax Reaction: 
 
The effect seems to be to completely disallow the loss that it was sought to 
refresh.  It is probable that this provision will rarely apply in straightforward 
situations.  For example, if a company merges a loss-making trade in 
subsidiary A with a profitable trade in subsidiary B by transferring B’s trade 
to A, the commercial benefits of the arrangement will normally exceed the 
tax savings and in any event no new deduction is created.  The examples the 
HMRC Technical note give deal with group interest on hedging arrangements, 
intra-group loan and share issues, and changes to a funding structure. 
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Capital Gains Tax 
 
UK Residential Property owned by non-residents 
 
From 6 April 2015, disposals of UK residential property interests by non-residents will be 
brought within the scope of CGT (this is called an NRCGT gain).   
 
Companies will be chargeable to CGT, not to corporation tax.  However only closely-held 
companies (the definition is based on that for close companies) will pay the tax, because 
widely-held companies and collective investment schemes will be exempt.  Although CGT 
applies, an overseas company will be entitled to indexation relief in the same way as UK 
companies.  The current rate of CGT is 18%.  The rate of CGT for higher rate taxpayers 
increases to 28% and trusts pay CGT at a flat rate of 28%. 
 
 
CBW Tax Reaction: 
 
Clearly it is more attractive for a non-resident to own UK residential property 
through a non-UK company than own it personally.  This both attracts 
indexation relief and limits the rate of CGT on the indexed gain to 18%. 
 
The snag is that come 6 April 2016, a property worth over £500,000 will be 
taxable under the ATED-related gains rules, which impose tax at 28% with 
no indexation. 
 
Where UK residential property worth less than £1million is currently owned 
by a company, it will probably be sensible to leave the structure in place for 
the time being and review the position before increases in value bring the 
property into ATED.  However even then the advice is likely to be to keep the 
structure.  If the 28% tax rate applies, it does not matter unduly whether 
that is because the property is held by a trust, by an individual who is a UK 
higher-rate taxpayer, or because the gain is an ATED-related gain. 
 
From a CGT viewpoint holding by an overseas individual is superficially 
attractive as if such an individual has no UK income in the year of disposal, 
the CGT on the first £75,000 or so of gain will be at an effective rate of below 
28%.  On the other hand, to benefit from the 18% rate, the property would 
have to be brought into the IHT net, which ownership by a company avoids. 
 
Indeed, it may be that property currently held by a non-UK resident 
individual ought to be put into an overseas company. 
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Land is a UK residential property interest if either: 
 

a) it has at any time from 6 April 2015 (or from acquisition if later) consisted of (or 
included) a dwelling, 

b) the interest subsists for the benefit of such land, or 
c) the interest subsists under a contract for an off-plan purchase. 

 
A building counts as a dwelling at any time when: 
 

a) it is used, or suitable for use, as a dwelling, or 
b) it is in the process of being constructed or adapted for such use. 

 
Land that is at any time intended to be occupied or enjoyed within a dwelling as its 
garden or grounds is regarded as being part of the dwelling at that time. 
There are exclusions for: 
 

a) residential accommodation for school pupils (but not for university students), 
b) residential accommodation for members of the armed forces, 
c) a home or other institution providing residential accommodation for children, 
d) a nursing home, 
e) a hospital or hospice, 
f) a prison or similar establishment, 
g) a hotel or similar establishment, 
h) an institution not falling into any of the above which is used, or suitable for use, 

as the sole or main residence of its residents, 
i) a building occupied by students and managed or controlled by their educational 

establishment etc, 
j) accommodation which includes at least 15 bedrooms, is purpose-built for 

occupation by students, and is occupied by students on more than half the days in 
the tax year. 
 

A building which becomes temporarily unsuitable for use as a dwelling is treated as 
continuing to be suitable, unless either: 
 

a) the temporary unsuitability resulted from damage to the building which was 
accidental (or otherwise caused by events beyond the control of the person 
disposing of the building) and  

b) as a result of the damage, the building was unsuitable for use for at least 90 
consecutive days.   
 

An accident that arose in the course of altering the building does not count if the 
alterations would have rendered the building unsuitable for use for at least 30 days.  The 
90-day period cannot extend beyond the date of disposal. 
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A building is regarded as ceasing to exist when it is demolished completely to  
ground level or demolished to ground level except for a single façade (or a corner) the 
retention of which is a requirement of planning or development consent. 
 
A company will not be chargeable if it is a diversely-held company or a qualifying unit 
trust or OEIC.  If an overseas company is within the charge to corporation tax and the 
gain would be chargeable as part of the profits of the company’s UK permanent 
establishment, the gain will remain chargeable to corporation tax, not CGT.  The closely-
held company test will apply to each individual cell of a cell company rather than simply 
to the company as a whole. 
 
Where property is held at 6 April 2015, the starting point in calculating the gain will be 
its value at that date.  Alternatively the taxpayer can elect to time apportion the gain 
over the whole period of ownership.  Such an election is irrevocable.  Where the building 
is a dwelling for part only of the period of ownership, the gain is first apportioned 
between pre and post 1 April 2015 gains and the post 1 April 2015 part is then time 
apportioned on a daily basis between the periods for which it is and is not a dwelling.  If 
the time apportionment election is made, the procedure is reversed; the overall gain is 
apportioned between the residential and non-residential periods and the residential part 
then apportioned between pre and post 1 April 2015. 
 
 
CBW Tax Reaction: 
 
Because of rebasing there is no need to rush to dispose of properties before 
6 April 2015.  In most cases if a property is sold in May or June, HMRC are 
likely to accept that the proceeds reflect the value at 6 April 2015. 
 
 
 
Losses on disposals will be “ring-fenced” and deductible only against gains from 
residential properties in the same or a subsequent year.  If the taxpayer subsequently 
become UK resident, the loss will be transferred into a normal CGT loss.  If a UK resident 
emigrates with unutilised losses, he will be able to identify any that arose from the 
disposal of UK residential property and utilise them again on future gains on such 
property. 
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CBW Tax Reaction: 
 
The draft legislation does not include machinery for collecting the tax.   
HMRC say that the gain has to be reported and the tax paid within 30 days of 
the disposal on a new NRCGT return. This will have to be done electronically. 
It is unclear how such a tight deadline can be complied with as most people 
do not have the cost of their properties, or expenditure on improvements, 
readily to hand. 
 
 
 
Principal Private Residence Relief (PPR) 
 
From 1 April 2015, principal private residence relief will (or may) be restricted where the 
principal private residence is in a country in which the person making the disposal is not 
also tax resident. 
 
A dwelling house cannot be regarded as the person’s principal private residence at any 
time which falls within a non-qualifying tax year, i.e. one in which he is not resident in 
the tax year in the territory in which the dwelling house is situated and does not meet 
the day count test in that year.  A person meets the day count test if in the tax year he 
spends at least 90 nights in the dwelling house or in one or more other qualifying units 
(pro-rated where the property is not held throughout the year).  The taxpayer can be 
treated as occupying the property on any day on which his spouse or civil partner did so.  
A qualifying unit is another residence in which the taxpayer has an interest and which is 
situated in the same territory as the claimed PPR.  For example, if a non-UK resident 
owns three properties in the UK and elects one of them as his PPR, it can be the PPR for 
any year in which he (or his spouse) spends at least 90 nights in aggregate in all three of 
his UK properties. 
 
Existing PPR elections by UK residents of UK properties are unaffected by this change.  
However if a taxpayer ceases to be UK resident, he must meet the day count test during 
the non-resident period.  Alternatively he can revoke the PPR election when he becomes 
non-resident. 
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CBW Tax Reaction: 
 
The idea is to stop non-UK residents choosing a UK property as their principal 
private residence.  It is difficult for a non-resident to spend 90 days at a UK 
residence without becoming UK tax resident.  The residence will be a 
connecting factor; spending over 90 days in the UK in the previous year will 
be a second one and 91 days in the UK will then be enough to make the 
taxpayer UK resident if he previously lived in the UK within the three 
previous years.  It may well be sensible not to elect for a UK property where 
a person is here for over 90 days to avoid HMRC asking questions that could 
impact on the individual’s residence status. 
 
 
 
Denying Entrepreneurs’ relief for disposals of goodwill to related 
companies 
 
Entrepreneurs’ relief will not be available on the disposal of goodwill and associated 
customer relationships (see under Corporation Tax for the full list) to a close company 
with which the seller is connected. 
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CBW Tax Reaction: 
 
The government say that this removes an unfair advantage as it enables 
funds to be extracted from the company at 10% rather than the normal rates 
of income tax and NIC.  Whilst that may be true, the solution seems equally 
unfair. 
 
Suppose Mr A starts a business and 10 years later sells the goodwill for 
£1million creating a tax liability of £100,000.  Mr B starts a similar business 
and five years later incorporates his business selling his goodwill for 
£400,000.  Five years later he sells the company for £600,000 on terms that 
the purchaser also repays the £400,000 debt due for the goodwill. 
 
Mr B’s position is: 
 
tax on sale of goodwill  £400,000 x 28%               £112,000 
tax on sale of shares  £600,000 @ 10%                  £60,000  
                                                                         £172,000 
 
Under a fair tax system, Mr B ought to pay the same tax as Mr A.  Both have 
created £1million of goodwill value and both have received £1million from 
disposing of that value. 
 
 
 
Restricting entrepreneurs’ relief on associated disposals 
 
Entrepreneurs’ relief can apply to an asset held personally and used by a partnership of 
which the owner is a partner or a company in which he is a shareholder.  The individual 
must make the disposal as part of his withdrawal from participation in the business 
carried on by the partnership or company.  Apparently people have been claiming 
associated disposal relief without at the same time disposing of a significant holding of 
shares or a significant interest in the partnership business and yet still been able to 
convince HMRC that the disposal was part of the vendor’s withdrawal from participation 
in the business. 
 
From 18 March 2015, associated disposals relief will be given only if the individual 
disposes of a minimum of 5% of the company shares or a minimum 5% interest in the 
partnership. 
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CBW Tax Reaction: 
 
We had always assumed that withdrawal from the business implied a 
significant reduction in the shareholding.  It is accordingly very helpful to 
know that the individual only needs to dispose of 5% - although we suspect 
that he must still be able to demonstrate that he will sell more over the next 
few years. 
 
 
 
Entrepreneurs’ relief: joint ventures and partnerships 
 
The definition of a trading company and the holding company of a trading group will be 
revised for disposals after 17 March 2015 to exclude activities carried on by joint venture 
companies that the company has invested in, or partnerships of which a company is a 
member.  The effect will be that the company in which the individual holds shares will 
itself need to have a significant trade of its own in order to qualify as a trading company. 
 
 
CBW Tax Reaction: 
 
This is aimed at a scheme where a group of individuals who each would own 
less than 5% of a trading company set up a company or partnership to hold 
their shares.  They then claim that they hold more than 5% of their company 
and that their company is a joint venture company.  This only worked in 
limited circumstances as a joint venture company is defined as a trading 
company (or the holding company of a trading group) of which at least 75% 
is held by 5 or fewer person. 
 
There is no grand-fathering of existing structures so people currently in such 
structures will simply not be entitled to entrepreneurs’ relief when they sell.   
 
The entrepreneurs’ relief definitions adopt the earlier gift of business asset 
definitions.  It is not clear whether the restriction will mean that the company 
will cease to be a business asset for that purpose as well.  It is likely that is 
the intention. 
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Deferred Entrepreneurs’ relief on re-invested gains 
 
If a gain on a business asset is reinvested in an EIS (or SEIS or social enterprise) 
company under EIS reinvestment relief and a chargeable event occurs on the disposal of 
the EIS shares, that disposal may well not be the disposal of a business asset so, in 
effect, deferring tax on the individual gain will have forfeited the entrepreneurs’ relief on 
that gain.  Entrepreneurs’ relief will in future be given when the deferred gain 
crystallises, but only where the original gain arose after 2 December 2014. 
 
The relief is not automatic; it must be claimed on or before the first anniversary of 31 
January following the tax year in which the gain crystallises.  The relief cannot be 
claimed if the gain is rolled-over into a second EIS investment. 
 
 
Wasting Assets used in a business 
 
Plant and machinery used in a trade is deemed to be a wasting asset which is outside the 
scope of CGT.  The courts have held that an old master painting held by Lord Howard of 
Henderskelfe but used as plant in his stately home which was owned and operated by a 
company qualified as a deemed wasting asset.  From 6 April 2015, the law will be 
changed to require the asset to be used in the business of the person disposing of it. 
 
 
CBW Tax Reaction: 
 
HMRC have always been bad losers!  This change corrects an anomaly that 
rarely occurs.  HMRC’s obsession with correcting obscure anomalies will 
ensure that we can never have a simple tax system, as in such a system 
such rare occurrences would be acceptable. 
 
 
 
ATED-related gains 
 
As with ATED itself, from 6 April 2015, the ATED-related gains rules apply to properties 
worth over £1million, and from 6 April 2016 to those worth over £500,000.  The value of 
£1,000,000 properties is rebased to 6 April 2015 and that of £500,000 properties is 
rebased to 6 April 2016 to ensure that on a disposal, only the gain arising after the 
property comes into the ATED regime is taxable. 
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Inheritance Tax (IHT) 
 
 
Same-day additions to Trust 
 
This is the anti-pilot trust legislation.  Where property is added to a number of unrelated 
settlements on the same day, all such transfers have to be aggregated to determine the 
rate at which IHT is charged.  This also applies to the 10-yearly charge.  Settlements are 
related if they are created by the same settlor on the same day.  Pilot trusts operated by 
settling a nominal amount into each of a series of trusts on consecutive days.  On death, 
the deceased’s assets would pass to the pilot trusts in equal shares. The idea was that on 
the 10-yearly charge each trust would have the benefit of its own nil rate band.  
Aggregating the values creates a 10-yearly charge on a single combined value. 
 
Trusts that are purely charitable, protected settlements and certain trusts of insurance 
policies will not need to be aggregated.  A protected settlement is a pre-10 December 
2014 settlement to which either no funds have been added after that date, or the only 
added funds arise from a transfer of value on the transferor’s death before 6 April 2016 
and which result from a will executed before 10 December 2014. 
 
The opportunity has been taken to exclude from the calculation of the 10-yearly charge 
the value of any property in the settlement that has never been relevant property. 
 
 
CBW Tax Reaction: 
 
People who have set up pilot trusts obviously need to revisit both their IHT 
planning and their wills.  However where a will was entered into prior to 10 
December 2014, do not rush to change your will as the strategy will still work 
if you die before 6 April 2016. 
 
 
 
Exemption from 10-yearly charge for heritage property 
 
Currently the claim for exemption from the charge has to be made before the 10-year 
anniversary.  This is being amended to allow the claim to be made within two years of 
the anniversary or such later time as HMRC may allow. 
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Settlements with an initial interest in possession 
 
This clarifies that where before 22 March 2006 the settlor (or his spouse or civil partner) 
had an interest in possession in the settlement (so that the property was not within the 
relevant property regime) the assets will become relevant property if during the 
beneficiary’s lifetime the interest in possession is replaced by an interest in possession 
for the settlor’s spouse.  This was apparently what was intended in 2006. 
 
 
CBW Tax Reaction: 
 
This is a significant change.  Transfers between spouses are normally IHT 
free.  The termination of the interest in possession will trigger a 20% tax 
charge as it will be terminated by the deemed creation of a new relevant 
property settlement. 
 
 
 
Distributions, etc from property settled by will 
 
For deaths after 9 December 2014, if property is left in a will trust in which no interest in 
possession exists, an appointment made within three months of the death to the spouse 
or civil partner of the deceased is treated as having been made by the will. 
 
 
Exemption for decorations and other awards 
 
For deaths after 2 December 2014, the existing exemptions for decorations for valour or 
gallant conduct will be extended to include other awards for service in the armed forces 
and awards made by the State in recognition of achievement and service in public life 
(such as OBEs).  The exemption will also include orders, decorations or awards made by 
a foreign country.  The relief will cease to apply if at any time the award is sold. 
 
 
Exemption for emergency service personnel, etc 
 
For deaths after 18 March 2014, the estates of emergency service personnel and 
humanitarian aid workers who die as a result of responding to an emergency, and of 
police constables and armed service personnel (or former police officers and service 
personnel) who die as a result of being attacked due to their status will be exempt from 
IHT.  The exemption includes any additional IHT on lifetime gifts that is triggered by the 
death. 
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Interest on overdue tax 
 
HMRC will be given further Regulation-making powers to update the rules on interest on 
late paid IHT.  The idea is to align IHT with other taxes. 
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Value Added Tax (VAT) 
 
 
VAT threshold 
 
The VAT registration threshold will increase by £1,000 to £82,000 from 1 April 2015.  
The de-registration threshold will similarly increase by £1,000 to £80,000. 
 
 
Deductions relating to foreign branches 
 
The partial exemption rules will be amended to make it clear that supplies made from 
establishments outside the UK cannot be taken into account.  This mainly affects financial 
institutions.  It will mean that the deduction of input tax on overheads used to support 
activities of foreign establishments can only be calculated by reference to supplies made 
by the business’s UK establishments. 
 
 
Power to provide for refunds to certain persons 
 
To encourage public bodies to enter into cost-sharing arrangements where these result in 
greater efficiencies, Non-Departmental Public Bodies will be able to recover VAT insofar 
as the Treasury directs.   
 
 
CBW Tax Reaction: 
 
The body will be required to enter into an agreement with the Treasury under 
which its grant will be cut by the amount of the VAT saving, so this looks an 
odd sort of encouragement as any benefit has to be passed back to the 
Treasury. 
 
 
 
Refunds to search and rescue charities 
 
From 1 April 2015, search and rescue charities will be able to recover the VAT on goods 
and services they purchase otherwise than for the purpose of any business carried on by 
the charity.  The main purpose of the charity must be to carry out search and rescue 
activities in the UK (or the UK marine area) and those activities must be co-ordinated by 
a relevant authority (The Maritime and Coastguard Agency, the MOD, a police force or 
some other body specified by Treasury regulations) or to develop and promote the 
activities of such a charity.  Search and rescue means searching for persons who  
are (or may be) at risk of death or serious injury.   
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The relief will also extend to a charity whose main purpose is to provide an air 
ambulance service in pursuance of arrangements made by (or at the request of) an NHS 
body. 
 
 
Palliative care charities 
 
A refund scheme is to be introduced from 1 April 2015 for palliative care charities.  This 
will enable them to reclaim from HMRC the VAT they incur on their non-business 
activities. 
 
 
Medical courier charities 
 
A VAT refund scheme will similarly be introduced from 1 April 2015 for medical courier 
charities (such as blood bikes) whose main purpose is to provide a free, out of hours 
service to the NHS, transporting urgently needed items such as blood platelets, samples 
for analysis, drugs, patient notes, small medical instruments and donor breast milk. 
 
 
Refunds to strategic highways companies 
 
These bodies will take over the functions of the Highways Agency.  The intention is to 
continue the current VAT recoverability. 
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Stamp Duty Land Tax (SDLT) 
 
 
Structure of the tax 
 
SDLT on residential property has been changed from a slab system (where the entire 
consideration attracts a single rate) to a slice system (where each slice of the 
consideration attracts a progressive rate) from 3 December 2014. 
 
The rates for residential properties are now: 
 
The first £125,000    0% 
The next  125,000    2% 
The next  675,000    5% 
The next  575,000             10% 
The excess over £1.5 million           12% 
 
The commercial rates are unchanged. So is the 15% rate for expensive properties bought 
by a company, etc. 
 
 
Alternative property finance 
 
From the date of Royal Assent to the 2015 Finance Act, authorised providers of home 
purchase plans will be added to the definition of a financial institution and so will be able 
to provide Sharia compliant mortgages. 
 
 
Multiple dwelling relief 
 
From the date of Royal Assent to the 2015 Finance Act, the exclusion from multiple 
dwellings relief for ground rents or other reversionary interests will cease to apply to 
leases which are granted as part of a lease and leaseback arrangement by a qualifying 
body (broadly a housing association or an authorised supplier of social housing).  This is 
to assist housing associations when they enter into a lease and leaseback arrangement 
with an investor on existing houses to secure funds for development of new social rented 
or shared ownership housing. 
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ATED 
 
 
Rates 
 
The amounts of ATED from 1 April 2015 have been increased by 50% plus inflation as 
compared with the previous year. 
 
Value of property  ATED 2015/16  ATED 2014/15 
£1-2 million   £7,000    - 
£2-5 million    23,350   £15,400 
£5-10 million    54,450    35,900 
£10-20 million         109,050    71,850 
Over £20 million         218,200           143,750 
 
The planned rate for £500,000 to £1million properties that is due to apply from 1 April 
2016 remains at £3,500. 
 
 
CBW Tax Reaction: 
 
When ATED was introduced, the government expected that most affected 
properties would be taken out of the company.  This has not happened.  It 
will be interesting to see if the 50% increase changes behaviour. 
 
 
 
Taxable value 
 
The new values at the 5-yearly valuation dates apply for the following five years, not the 
valuation year, i.e. the revaluation at 1 April 2017 will apply to the 5 years from 1 April 
2018 to 31 March 2023.  Unfortunately the wording of the legislation requires the new 
value to be notified to HMRC within 30 days of the valuation date, i.e. by 30 April 2017, 
which was clearly not the intention. No notification at all will in future be needed where 
the property is already within the scope of ATED. 
 
 
Interests held by connected persons 
 
Where two or more interests in a property are held by connected persons, they must be 
aggregated to determine the rate of tax.  This does not apply where the connected 
person is an individual and the company’s interest has a value of under £500,000. The 
£500,000 figure is inappropriate for a £500,000 or £1million property, so will be  
reduced to £250,000 for properties under £2million.   
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CBW Tax Reaction: 
 
This is aimed at the position where the individual has a leasehold interest 
and the company has a reversionary interest; it would not be reasonable to 
apply ATED to the reversion when most of the value is in the non-ATED lease 
held by the individual. 
 
 
 
ATED returns 
 
From 1 April 2015, the rules on ATED returns are simplified. 
 

a) If a return is required by 30 April but a later date applies to an earlier return (e.g. 
90 days after coming into charge to ATED) both can be delivered by the later 
date. 
 

b) There will be a new “relief declaration return”. This will apply where no tax is 
payable because a relief is being claimed. For each type of relief being claimed, 
the company can submit a single return simply stating that relief is being claimed 
for one or more properties held by the company. The properties will not need to 
be specified and new properties acquired during the year will not need to be 
notified provided that the same relief applies. 

 
 
CBW Tax Reaction: 
 
Clearly it is a welcome simplification for a company with ten £2million rental 
properties not to have to complete 10 tax returns each year each claiming 
the letting exemption.  However it appears that the new return will not even 
need to state the number of properties involved.  It is hard to see any benefit 
to HMRC of requiring a return at all if all that it is going to say is that the 
person own expensive residential properties in the course of a property 
letting business. 
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Miscellaneous Taxes 
 
 
National Insurance 
 
Employers National Insurance will cease to apply to those under 21 from 5 April 2015 
and to young apprentices from 6 April 2016.  The government will consult later in the 
year on abolishing Class 2 NIC for the self-employed. 
 
 
Air Passenger Duty  
 
The child exemption will be extended to children under the age of 12 (currently 2) 
travelling in standard class from 1 May 2015 with a further extension to children under 
16 from 1 March 2016. 
 
 
Abolition of Stamp Duty Reserve Tax applied to Collective 
Investment Schemes 
 
This is not a tax reduction for investors.  It merely abolishes SDLT at 0.8%.  
 
 
Excise Duties 
 
Alcohol duty rates 
 
The duty on spirits, most cider, most beer and high-strength wine and made wine will be 
reduced by 2%, but not until 23 March 2015.  The duty on low strength beer will be 
reduced by 6%, that for high-strength beer by 0.75% and for strong cider and perry by 
1.3%.  This represents:  
 
 18p off a bottle of spirits 
   1p off a litre of cider 
   1p off a pint of beer. 
 
The duty on wine and made wine not exceeding 22% abv will be frozen. 
 
Wholesaling of controlled liquor 
 
A new obligation will be introduced into the Alcoholic Liquor Duties Act 1974 to require 
wholesalers of alcohol sold at or after the duty point to register with HMRC.   
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A person will not be allowed to trade in wholesale alcohol unless he has been approved 
by HMRC.  Applicants will have to pass a fit and proper person test before they can be 
approved.  HMRC will be required to maintain an online register of approved persons so 
that a trader can check the status of a potential wholesale supplier before purchasing 
from him.  It will be a criminal offence to purchase alcohol on a wholesale basis from an 
unapproved wholesaler where the buyer knew (or had reasonable grounds to suspect) 
that the seller was not approved.  It is intended that the scheme will apply from 1 April 
2017. 
 
 
Tobacco duty rates 
 
The rate of duty on all tobacco products is increased by 2% above the rate of inflation 
from 18 March 2015. 
 
Excise duty on tobacco: anti-forestalling restriction 
 
This aims to prevent tax avoidance through excessive clearance of tobacco products 
shortly before an expected increase in duty.  It enables HMRC to publish an anti-
forestalling notice that will specify a controlled period of up to three months and impose 
such restrictions during that period as HMRC consider to be reasonable.  For example, 
they could issue a notice in January 2016, prohibiting traders from taking tobacco out of 
bond up to the day after the 2016 budget day of more than 120% of their average daily 
withdrawals over the previous 12 months.  HMRC intend to publish the notice 150 days 
before each budget to enable businesses to prepare for any supply and demand issues. 
 
Aqua methanol etc 
 
A new (lower) rate of excise duty for aqua methanol (a mixture of 95% methanol and 
5% water) will apply from 1 April 2015.  The initial rate of duty will be £7.90 per litre.  
Aqua methanol is an alternative road fuel gas which is thought to be a cleaner fuel than 
hydrocarbon oil.  It will become illegal to mix duty paid aqua methanol with biodiesel, 
bioethanol, bioblend, biothenol blend, or hydrocarbon oil.   
 
 
Gaming duty 
 
The gross gaming yield bands will be increased in line with inflation (RPI, not CPI) from 1 
April 2015. 
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Aggregates Levy 
 
HMRC will be given power to pay credits relating to aggregates levy paid on aggregates 
commercially exploited in Northern Ireland between 1 April 2004 and 30 November 2010 
following importation from another EU country.  Because of a challenge before the 
European Court of Justice (by the British Aggregates Association) the government was 
forced to suspend the introduction of the Aggregates Levy Credit Scheme which had been 
intended to give an 80% credit for aggregates used in Northern Ireland.  The European 
Commission subsequently confirmed approval of the scheme but expressed concern that 
it did not apply to aggregates imported to Northern Ireland from another EU country.  A 
complex scheme is accordingly being introduced to allow businesses to claim the tax 
credit on such imports once the DoE is satisfied that the environmental standards that 
applied in the foreign quarry at the time of purchase were broadly equivalent to those in 
Northern Ireland. 
 
 
Landfill Tax 
 
As previously announced, the standard rate of landfill tax increases by £2.60 per tonne 
to £82.60 from 1 April 2015.  It will increase by a further £2.40 to £85 per tonne from 1 
April 2016. 
 
The £2.50 lower rate increases to £2.60 from 1 April 2015 and to £2.70 from 1 April 
2016. 
 
From Royal Assent to the 2015 Finance Act, a new testing regime is to be introduced to 
help landfill site operators to identify the tax liability on waste fines (waste produced by a 
treatment process that involves an element of mechanical treatment).  Such fines attract 
the lower rate of duty if they consist solely of qualifying material, but it often is not easy 
to determine whether or not they do so.   
 
 
CBW Tax Reaction: 
 
The government say the testing regime will provide certainty and fairness, 
which probably means it will seek to ensure that small elements of non-
qualifying material do not slip through the tax net. 
 
 
 
Landfill Communities Fund 
 
The maximum credit that site operators can claim against their annual landfill tax for 
contributions to environmental bodies will increase from 5.1% to 5.7% from  
1 April 2015. 



The Budget Statement       53 
CBW Tax 

 

 
However the government is concerned that a lot of the deductions are not resulting in 
environmental improvements.  They are accordingly consulting on major changes to the 
Landfill Communities Fund to ensure that the money donated is used within a 12-month 
period and is not diverted to meeting the running costs of environmental bodies.  They 
propose placing a responsibility on landfill site operators to oversee the use of their 
donations. 
 
 
Climate Change Levy: combined heat and power stations 
 
From 1 April 2015, operators of CHP plants will not have to pay the carbon price support 
(CPS) rates of climate change levy on commodities used to generate good quality 
electricity (as defined) used on site. 
 
 
Vehicle Excise Duty: Extension of old vehicles exemption 
 
VED will increase from 1 April 2015 in line with RPI.  The rates for heavy goods vehicles 
will however be frozen for 2015/16, as will the rate of road user levy. 
 
From 1 April 2016 the VED exemption for “classic” vehicles will apply to those 
constructed before 1 January 1976.  This will simply maintain the existing exemption 
where a car is over 40 years old. 
 
 
Bank Levy 
 
The rate of bank levy increases to 0.21% from 1 April 2015 with a proportionate increase 
to the half rate. 
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Administration 
 
 
Enforcement by deduction for accounts 
 
There is the new HMRC power to collect tax and other debts due to it (including tax credit 
overpayments) directly from the taxpayer’s bank or building society accounts or his ISA.   
 
 
CBW Tax Reaction: 
 
There was a lot of public criticism of this proposal as a result of which it has 
been watered down a bit.  However the draft legislation does not reflect the 
assurances given by HMRC.  Most citizens are likely to feel that safeguards 
for taxpayers should be statutory; instead we have a widely-drawn statutory 
power accompanied by unenforceable HMRC assurance that they intend to 
use it only in limited circumstances – assurances which in law they are 
probably not entitled to give as they cannot voluntarily fetter the use of a 
power determined by parliament. 
 
 
 
Three conditions need to be met before HMRC can exercise this power:  
 

a) at least £1,000 must be owed to HMRC, 
 

b) the amount due must be either an established debt (one against which the time-
limit for any appeal has expired or an appeal has been finally determined) or be 
an accelerated payment (or arise under a related provision), 
 

c) HMRC must be satisfied that the person is aware that the debt is due and payable. 
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CBW Tax Reaction: 
 
Heads (a) and (b) are factual.  The difficulty is with head (c).  This is not 
factual; it is no more than an opinion of an HMRC Officer.  HMRC have said 
that in practice they will have a face to face meeting with the taxpayer 
before exercising the power.  However they are not required to do this; they 
are only required to satisfy themselves.  Furthermore, they have no power to 
require a taxpayer to meet them and even if a taxpayer is agreeable to a 
meeting, it is questionable whether they have the resources to do so.  It is 
also unclear what a meeting will achieve.  It seems unlikely that a taxpayer 
will agree that he owes money but nevertheless refuse to either pay it or 
agree arrangements to pay it by instalments.  If a person does not accept 
that he owes the money, how can HMRC be satisfied that he is aware that it 
is due and payable? 
 
 
 
The statutory procedure is:  
 

a) HMRC serve a notice on your bank asking the bank to provide them with 
information about all accounts held by you, 

 
b) the bank must provide this information within 10 days, 

 
c) HMRC serve a notice on your bank specifying the amount of the debt, the bank 

account from which they intend to take the money and the amount in the 
accounts that the bank must freeze (which cannot exceed the amount of the debt 
less any amount already frozen in another account – but they must leave a 
taxpayer with access to at least £5,000 of his money), 
 

d) your bank can (but not must) tell you the amount that has been frozen, 
 

e) after your account has been frozen, you can object to HMRC but only on the 
grounds that the debt has been paid, the conditions for giving the notice were not 
met, the freezing notice is causing you hardship (or is likely to do so), or it is not 
your money but belongs to someone else.  You must make any objections within 
30 days, 
 

f) HMRC must then consider your objections and tell you to what extent, if any, they 
have accepted them and revised or cancelled the frozen amount, 
 

g) you then have 30 days to appeal to the county court (but your money will remain 
frozen throughout the appeal process and you can only appeal on one of the 
grounds at (e) above), 
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h) once any appeal is determined, HMRC tells your bank to pay over the money to it. 
 

 
CBW Tax Reaction: 
 
The procedure depends on HMRC knowing where you bank and on your bank 
being in the UK.  They will know where you bank only if you have told them 
or your bank has done so.  Your bank has an obligation to notify HMRC of 
interest paid to you above a de minimis level, so they know where you hold 
interest-bearing accounts.  You may have given them your bank details 
because you pay VAT, corporation tax, income tax or NIC electronically or 
because you have given them your bank details because you think you are 
due a tax repayment.  Once HMRC know where you bank, they are entitled to 
details of all of your accounts with that bank.  They will not however know if 
you also hold accounts in a different bank. 
 
 
 
Penalties 
 
Currently enhanced penalties (150% or 200% of the normal penalty depending on the 
country involved) apply where the tax relates to an offshore matter).  Changes to these 
enhanced penalties will be made from April 2016. 
 

1. The categorization of countries will be updated.  Currently the categories are: 
 
1: countries with which the UK has automatic information-sharing 

arrangement – the normal penalties apply. 
 
2: countries with which the UK has limited information-sharing arrangement – 

150% penalties apply. 
 
3: countries with which the UK has no automatic information-sharing 

arrangement – 200% penalties apply. 
 

Category 1 will be split into category 0 (countries where the automatic 
information-sharing arrangements meet the new Common Reporting Standards) 
and category 1 (the remainder).  The new category 1 will attract penalties of 
125% of the normal penalty. 

 
2. The enhanced penalties which currently apply only to income tax and corporation 

tax will be extended to IHT. The IHT penalty will depend on where the asset 
concerned is situated. 
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Penalties in connection with offshore assets moves 
 
A new penalty (from Royal Assent to the Finance Act) will be imposed where a person is 
already liable for a penalty for failure to comply with certain income tax, CGT, 
corporation tax or IHT obligations and there is a related transfer of (or change in the 
ownership arrangements for) an asset held outside the UK. The new penalty is 50% of 
the original penalty. One of the main purposes of moving the assets must be to prevent 
or delay the discovery by HMRC of a potential loss of tax. 
 
 
CBW Tax Reaction: 
 
The government’s fear is that as countries become Category 0 countries by 
adopting the Common Reporting Standards, people with money in a Category 
1 country will move it to a Category 3 one, so reducing the risks of HMRC 
discovering the money.  How real that fear is, is questionable.  The penalty is 
to deter people from moving the funds.  If someone is already evading tax, it 
seems unlikely that an extra penalty if they are found out will be a deterrent.  
If someone is not evading tax but is unaware of their UK tax obligations, it 
seems unlikely that extra intra-governmental reporting will induce them to 
move their funds. 
 
 
 
Country-by-country reporting 
 
The Treasury will be given power by Regulation to implement to OECD’s guidelines on 
country-by-country reporting. As a result, UK-based multi-national enterprises will be 
required to report for each tax jurisdiction in which they have a presence 
 

a) the amount of revenue, profit before income or corporation tax and income or 
corporation tax paid and accrued, and 

 
b) their total employment, capital, retained earnings and tangible assets, 

 
c) which group entities operate in the territory, 

 
d) an indication of the business activities taking place in the territory. 

 
Country-by-country reporting is intended as a risk-assessing tool to help tax 
administrations assess whether multinational groups may have engaged in transfer 
pricing or other practices in order to artificially reduce taxable profits or shift income into 
jurisdictions where they will pay less tax. 
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Disclosure of tax avoidance schemes 
 
There are a number of extensions to the information that must be provided under DOTAS 
from the date of Royal Assent to the 2015 Finance Act.  The main ones are: 
 

a) Changes to the information an employer must give to employees and to HMRC in 
relation to avoidance involving their employees. 

 
b) Increased power for HMRC to obtain information from introducers to identify users 

of undisclosed avoidance schemes. 
 

c) Increased penalties for scheme users who do not comply with their disclosure 
obligations – an increase from £100 to £5,000. 
 

d) Protection to those who want to provide information to HMRC about suspected 
failures to comply with DOTAS (such a disclosure will not constitute a breach of 
confidentiality). 
 

e) An obligation on a promoter to tell HMRC about specified subsequent changes to 
notified schemes (a change in the name of the scheme or the identity of the 
promoter). 
 

f) Power for HMRC to publish information about promoters and about schemes that 
are notified under DOTAS.  They must publish information if they win a case and 
think that the result means that other notified schemes will fail (which gives users 
of such schemes the opportunity to concede to keep penalties to a minimum). 
 
 

Employment intermediaries: determination of penalties 
 
From 6 April 2015, HMRC (instead of the FTT) will be empowered to impose penalties for 
late filing, non-submission of quarterly returns or incorrect or incomplete returns from 
employment intermediaries (agencies). 
 
 
Automatic exchange of information agreements 
 
The UK has taken the lead in pushing for such agreements, which are similar to the US 
FATCA rules.  It is also a signatory to the EU Revised Directive on Administrative Co-
operation, which is a multilateral automatic exchange of information agreement.  These 
agreements require the tax authority of a signatory country to obtain information from 
financial institutions (which can include companies, trusts or partnerships) annually in 
relation to accounts held by a resident of another signatory country and to forward that 
information to the tax authorities of the other country. 
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To make this work, UK financial institutions need to be required to send the requisite 
information to HMRC.  HMRC will be given power by Regulation to require this. 
 
The intention is that the regulations will come into force from 1 January 2016.  That 
probably means that the first exchange of information by the UK to other countries will 
take place in the Spring of 2017. 
 
 
CBW Tax Reaction: 
 
The world is a rapidly shrinking place as far as financial confidentiality is 
concerned.  Taxpayers will need to get used to it. 
 
FATCA has made it difficult for US citizens and green card holders to open 
bank accounts in many countries as local banks take the view that they 
would rather not deal with Americans than do so and have to cope with 
FATCA.  It will be interesting to see if UK banks develop an aversion to 
dealing with European residents. 
 
 
 
Disclosure Facilities 
 
In advance of receipt of data from other countries under the Common Reporting 
Standard in 2017, a time limited disclosure facility will be offered from 2016 to mid-2017 
on less generous terms than existing facilities. The Liechtenstein Disclosure Facility will 
close at the end of 2015 instead of April 2016 and the Crown Dependencies Disclosure 
Facility will close at the end of 2015 instead of September 2016, as the new disclosure 
facility renders them unnecessary. 
 
 
Clampdown on tax evasion 
 
The government are to proceed with their proposed strict liability criminal offence of 
failing to declare overseas income, but not immediately. They want to consult further on 
the details. 
 
They also propose to introduce a criminal offence for a company officer (probably of large 
corporates only) who fails to prevent tax evasion, or the facilitation of tax evasion, on his 
watch. 
 
They also intend to recast the civil penalties for evasion to tie the penalty to the value of 
the assets in the overseas account. 
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In addition they propose to introduce new civil penalties on those who enable evasion 
(whatever that may mean). These will mirror the penalties on the actual evader. 
 
There will also be public naming and shaming of both tax evaders and of those who 
facilitate evasion. 
 
All of these measures will be consulted on later this year. 
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Warning 
 

This memorandum is based on the proposals put forward 
by the Chancellor in his Budget speech.  These need to 
be approached with caution, as the details are liable to 
change during the passage of the Finance Bill through 
Parliament.  Where these proposals are likely to affect a 
decision that you need to make you should, if possible, 
delay at least until the Finance Bill becomes available. 
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