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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 s 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 doing 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 
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Income Tax 

Personal allowance 

The personal allowance was due to increase following last year’s Budget to £11,000 

for 2016/17 and £11,200 for 2017/18. This year’s budget announced that the 

allowance for 2017/18 would increase further to £11,500. 

 

Income Tax bands 

The higher rate threshold for 2016/17 will remain as announced previously at 

£43,000, but will be increased to £45,000 for 2017/18. The additional rate 

threshold remains at £150,000. 

 

Tax Rates – English votes for English laws 

Following the agreement with the Scottish Government, the government will 

legislate to separate the income tax rates that apply to savings (the savings rates), 

from those that apply to non-savings, non-dividend income (the main rate).  

The savings rate will apply to the whole of the UK, but as of April 2017 Scotland will 

be able to set a different main rate to the rest of the UK.  

 

CBW Tax reaction:  
 

This is a needless complication to the tax system that appears to be aimed at 

placating Tory MPs rather than having any sensible purpose. 

 

Property and trading income allowances 

From 6 April 2017 a new £1,000 allowance for property income and a £1,000 

allowance for trading income will be introduced. 

Individuals with gross property income or gross trading income below £1,000 will 

no longer need to declare or pay tax on that income, and there will be no obligation 

to calculate profits after expenses. Those with gross income above the allowance 

will be able to choose to calculate their taxable profit either by deducting their 

expenses in the normal way or by deducting the relevant allowance instead.  
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CBW Tax reaction:  
 

The intention is to remove from self-assessment individuals with small 

turnovers such as traders on E-bay and residents of Wembley and Wimbledon 

who let out their driveways on event days. 

 

 

Employee share schemes 

From April 2016 a rights issues that takes place in respect of shares received in 

exercise of an EMI option will be treated in the same way for share identification 

purposes as any other rights issue, so that the new shares will be treated as if they 

were acquired at the same time as the shares they attach to. Previously, EMI 

shares were not afforded this status, but since the removal of taper relief, there is 

no longer any reason for this not to be the case and the new measure will simplify 

the position.  

 

Employee benefits and expenses 

Further measures are planned to extend the ability to voluntarily payroll certain 

benefits, such as non-cash vouchers and cash tokens, which it will be possible to 

tax under RTI from April 2017 in a move towards simplifying employers reporting 

obligations. 

The benefit rules will be amended to ensure that in some cases a benefit charge 

arises even if the individual pays a full market price for the service provided to him.  

Apparently “the policy intention has always been that ‘fair bargain’ does not apply 

to certain taxable benefits in kind where the charge is based on tax rules that 

specify how the benefit in kind should be calculated”.  This will affect benefits from 

living accommodation, cars etc. and loans, although there will be an exclusion for 

car hire where the employee hires a car from his employer on the same terms as 

members of the public. 

 

CBW Tax reaction:  
 

We have no idea what has prompted this.  We equally have no idea why Mr 

Osborne should adopt a policy of taxing people who do not receive a benefit 

because they pay the full price for the service. 
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The process for applying for PAYE Settlements is to be simplified too although 

further detail is yet to be announced.  

Consultation will also be carried out on the proposals to align the dates by which 

employees must make good a payment to their employer in return for a benefit in 

kind in order to prevent this from becoming taxable.   

Following the recent consultation on travel and subsistence expense rules, the 

government has concluded that the current rules are generally well understood and 

work effectively for most employees and therefore no changes will be introduced.  

 

Company car rates 

From 6 April 2019 there will be a new 16% band for cars with a carbon dioxide 

emission rated below 50g, a 19% band for those up to 75g and a 22% band for 

other low emission cars. 

 

Van benefits 

In his first budget of 2015 Mr Osborne proposed to introduce a reduced benefit 

charge for low emission vans starting at 20% of the normal charge for 2015/16 and 

then rising by a further 20% each year.  He has changed his mind and decided to 

keep the 20% figure for 2016/17 and 2017/18. 

 

Employment allowance 

Employers who hire an illegal worker will be subject to civil penalties, and from 

April 2018, any employer in receipt of civil penalties will lose a year’s employment 

allowance to provide further incentive to adhere to the rules.  

 

Termination payments 

Termination payments which are subject to income tax on any excess over £30,000 

currently escape both employers and employees NIC. From April 2018, those 

payments that are subject to income tax will also be liable to employers NIC, 

although the employee will still not be subject to NIC. Further consultation is due to 

be carried out. 
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Employer provided pensions advice  

Where employers pay for their employees to receive pension advice, the first £500 

will be exempt from tax and NIC.  

 

Salary sacrifice  

Consideration is being made to limiting the range of benefits that currently attract 

income tax and NICs advantages when provided as part of salary sacrifice schemes.  

The government is considering limiting salary sacrifice to pension saving, childcare, 

and health-related benefits such as Cycle to Work. 

 

Pension Flexibility 

A suite of small measures is being introduced to increase flexibility, including: 

 Changes to the tax treatment of serious ill-health lump sums with lump 
sum death benefits, so that they can be paid tax-free when someone aged 
under 75 is terminally ill but has already accessed their pension. Where 
these are paid to individuals who are over 75, they will be taxable at the 

individuals’ marginal tax rate 
 Amendments to allow dependents to convert flexi-access drawdown 

accounts to nominees’ accounts when they reach their 23rd birthday, to 
prevent the necessity to take their funds as a lump sum taxed at 45% 

 Legislating to allow defined contribution pensions already in payment to be 
paid as a trivial commutation lump sum, where total pension savings would 

be under £30,000 

However, the Chancellor’s consultation on further pension changes has revealed to 
him that people want stability if they are going to invest in pensions.  Accordingly, 

he has dropped the idea of ISA-like pensions. However, the Government has 
introduced Lifetime ISAs (more below). 

ISAs 

The annual ISA allowance will be increased from April 2017 to £20,000 from the 

current level of £15,000. 
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Lifetime ISAs 

A new Lifetime Isa will be introduced for those aged under 40. Contributions will be 

a limited to £4,000 per annum, and these will receive a 25% bonus from the 

government. Contributions can be made up to the age of 50, and withdrawal is 

restricted until age 60, unless the funds are being removed to buy a first home, in 

which case they will be available after the first 12 months.  

 

CBW Tax reaction:  
 

Time will tell whether this achieves what the Government hopes it will. 

However, it has being welcomed by those young enough to benefit from it. 

 

Help to Save  

Individuals in receipt of Universal Credit with a minimum weekly household 

earnings equivalent to 16 hours at the minimum wage, or who are in receipt or 

Working Tax Credits, will be able to save up to £50 a month into a Help to Save 

account and receive a 50% government bonus after two years. The scheme will 

then be available for a further two years if the saver decides to continue. 

 

EIS and VCT investments 

Last summer the reliefs were restricted to target the relief at new ventures, but still 

allow such a company to raise funds in tranches.  The ability for a company to raise 

EIS funds depends to a degree on how much profit it has generated since inception.  

This works on a five year average.  There is a three year average for operating 

costs.  The rules will be amended to clarify that these figures must be based on the 

most recently filed accounts of the company. 

A new condition will also be introduced to clarify what non-qualifying investments a 

VCT can make for liquidity management purposes. 

 

CBW Tax reaction:  
 

No wonder Osborne & Little didn’t persuade George to join the family 

business; he seems far more prone to making mistakes than any previous 

Chancellor.  Or perhaps it is that because Parliament no longer seems 

interested in refining the Finance Bill, mistakes don’t get picked up when the 

legislation is introduced, as used to happen under earlier Chancellors.  
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Savings Allowance 

As previously announced, a new savings allowance applies for 2016/17 onwards.  

This is in effect a nil rate band; the amount remains part of total income for fixing 

the higher rate thresholds for other income.  For a basic rate taxpayer, the 

allowance covers the first £1,000 of savings income.  For a higher rate taxpayer it 

is limited to £500 of income and no allowance at all is given to a 45% taxpayer. 

Savings is a misnomer.  The allowance applies only to interest received (and the 

taxable element of purchased annuities, accrued income profits, profits from deeply 

discounted securities and taxable gains on life insurance policies). 

The savings allowance does not replace the existing £5,000 nil per cent starting 

rate that applies where a person’s only taxable income is savings income. 

 

CBW Tax reaction:  
 

This is probably needed to facilitate the introduction of George Osborne’s 

Digital Tax Accounts.  The more small items he takes out of charge to tax, 

the easier it is likely to be for the man in the street to understand his Tax 

Account – assuming that George is right in thinking that Joe Average actually 

wishes to go online and attempt to do so. 

It should be noted that the allowance applies to individuals only; it will not 

apply to trusts. 

 

 

Also, from 6 April 2016, the obligation on banks to deduct tax from interest is being 

scrapped.  This is a simplification both because it stops those whose taxable income 

is below the nil rate band from having to claim exemption from withholding and 

because the savings allowance will take most bank and building society interest out 

of the scope of tax, so HMRC would be besieged with refund claims if tax continued 

to be deducted at source. 

 

CBW Tax reaction:  
 

Sadly, good news for some can be bad for others.  There are a lot of small 

interest in possession trusts that currently do not have to submit tax returns 

because the trust interest is taxed at source.  Such trusts will in future have 

to submit returns because, although the amount is income of the beneficiary, 

it is taxable at the basic rate on the trustees and the savings allowance does 

not apply to trusts. 
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It should be noted that this exemption applies only to interest paid by deposit 

takers (mainly banks and building societies).  There is still an obligation to 

deduct tax on other interest payments such as payments by companies and 

payments to non-UK residents. 

 

Dividends 

The system of taxing dividends, both from UK and non-UK companies (and unit 

trusts, etc.) changes from 6 April 2016. 

Dividends received after that date will no longer attract a tax credit.  The taxable 

amount will be the amount received.  However the first £5,000 of dividend income 

will be taxed at a new dividend nil rate; i.e. like the savings allowance, the 

exemption will not affect the tax on other income. 

Dividend income above the £5,000 dividend allowance will be taxed at a special 

rate as follows: 

           Dividend rate 

 

Basic rate taxpayer   7.5% 

Higher rate taxpayer   32.5% 

Additional rate taxpayer  38.1%  

 

CBW Tax reaction:  
 

Again good news for some but not for others.  Good news for those whose 

dividends are below £5,000.  Bad news for small businesses where the 

proprietor has opted to withdraw his living expenses by way of dividend 

rather than earnings.  In most cases there will be a larger tax charge where 

the distributions to an individual exceed around £22,000. 
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Peer-to-peer lending 

An odd new relief applies for 2016/17 onward for losses on peer-to-peer loans.  

Odd because – 

a) it applies only to loans made through a regulated peer-to-peer operator 
(normally a website); 

b) the relief is not given by setting the loss against income; it can only be set 
against interest received from other loans made via the same website – 
although an election can be made to extend the relief to income on peer-to-
peer loans made through other websites; 
 

c) the relief can also be claimed on purchased loans provided that the 
acquisition was made through the relevant website; 

 

d) the relief applies to existing bad debts provided that the amount became 
irrevocable after 5 April 2015; 

 
e) the relief does not apply to loans made by a company or a trust; and 

 

f) if the loan was to an individual, it must either have been for £25,000 or less 
or must have been a “personal loan” (i.e. one which is not used wholly or 
predominantly for the purpose of a business). 

 

There is obviously a claw-back of the relief to the extent that any amount is 

subsequently recovered. 

 

CBW Tax reaction:  
 

This is intended to encourage peer-to-peer lending.  It is not clear why the 

Government wishes to do so.  By and large, peer-to-peer loans are high-risk 

lending, i.e. the lender would not borrow at a high interest rate if he could 

raise the funds from a bank or other traditional lender. Governments 

generally try to protect unsophisticated investors from their own folly rather 

than encourage them to take risks. 

The relief for assignees is interesting.  Relief for a loss on a loan direct to a 

trader is given only to the original investor. 

 

EIS, SEIS and VCT 

From 6 April 2016, generating or exporting electricity, generating heat and 

producing gas or fuel become excluded activities under the above venture capital 

schemes. 
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Benefits-in-kind: diesel cars 

The 3% diesel supplement which was due to be abolished from 6 April 2016 will be 

retained, probably until 6 April 2021. 

 

CBW Tax reaction:  
 

The EU is developing new procedures for testing that diesel cars meet 

prescribed air quality standards.  In 2014, George expected these to be in 

place before 6 April 2016.  He wants to keep the surcharge until he is 

confident that diesel cars are as clean as petrol cars.  He apparently now 

thinks the EU needs another five years while Volkswagen proof the tests. 

 

Benefits-in-kind: exemption for trivial benefits 

From 6 April 2016 no tax charge will arise on a benefit-in-kind if it costs the 

employer £50 or less – and it is not cash or a cash voucher, does not arise under a 

salary sacrifice and is not given in return for a specific service. 

The exemption is unlimited for most employees, i.e. the employer can provide an 

employee with unlimited trivial benefits.  For directors or other office holders, and 

an employee who is a member of the family of such a person, the exemption is 

capped at £300pa.  It is accordingly necessary to keep a running total of trivial 

benefits provided for such people.  This is not a £300 exemption.  The full amount 

of the benefit that breaks the £300 barrier is taxable. 

 

CBW Tax reaction:  
 

A lot of benefits for which tax is currently accounted for under a PAYE 

Settlement Agreement (PSA) are likely to qualify for this exemption.  

Accordingly it needs to be borne in mind when entering into a 2016/17 PSA. 
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Travel expenses of workers providing services 
through intermediaries 

From 6 April 2016, where services provided through an intermediary attract PAYE 

(the worker is subject to supervision, direction or control in the manner in which he 

provides the services) each engagement must be treated as a separate 

employment for benefit purposes – so that travel expenses paid to the employee to 

get to and from the engagement will not be a deductible expense.  Where IR35 

applies to an engagement, the supervision, direction or control test does not apply 

(probably because the deemed employment test is a broader test); no deduction 

will be allowed, full stop. 

 

If the intermediary does not treat the travel expenses as taxable remuneration and 

account for the tax, it can be collected from the directors of the intermediary if 

HMRC decide to do so. 

 

CBW Tax reaction:  
 

This is aimed at “umbrella contracts” where a worker has an “employment” 

with the intermediary under which he is paid only when the agency finds an 

assignment for him.  The contention is that travel to assignments is in the 

course of the overarching employment.  HMRC have been attacking such 

arrangements.  This may be an acceptance that they can work. 

 

 

Pensions 

The lifetime allowance is reduced from £1.25m to £1m for both 2016/17 and 

2017/18.  As always, there will be fixed protection for those who have already 

exceeded the new limit and make no further pension contributions. 

The rules on pension bridging between early retirement and pension age are to be 

rewritten but, hopefully, not changed. 

Finally, the rules on dependants’ scheme pensions are being simplified slightly. 
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Victims of Nazi persecution 

When the government finds out about overseas schemes for payments to victims of 

Nazi persecution, it exempts them from tax.  The latest candidate is Netherlands 

pensions paid to Dutch nationals. 

 

Transactions in securities and distributions in a 
liquidation 

The anti-avoidance rules on transactions in securities will be widened from 6 April 

2016 to treat a distribution in liquidation as a transaction in securities.  In addition, 

the procedure for HMRC to invoke these provisions is being streamlined. 

There will also be a new rule to treat a distribution in a liquidation of a close 

company as income if within the following two years either a shareholder who 

receives a distribution or a connected person (or an entity controlled by either) 

carries on a trade which is the same as, or similar to, that carried on by the 

company unless it can be shown that one of the main purposes of the liquidation 

was not to avoid income tax. 

 

CBW Tax reaction:  
 

The government apparently now regards liquidating a company without first 

paying accumulated profits out as a dividend, as tax avoidance. 

This is a potentially nasty provision as it is hard to tell whether a connected 

person is carrying on a similar trade to that carried on by the company. 

Example 1 

Fred, who lives in London, is a cobbler.  He retires and liquidates his 

company.  His son, Jim, who lives in Manchester, is also a cobbler, having set 

up his separate business 10 years earlier.  Fred will have to show that it is 

not reasonable to assume that he liquidated his company to take the 

accumulated profits as a capital gain rather than as a dividend.  He may find 

it hard to do that. 

Example 2 

Jenny is a ladies hairdresser.  She retires and liquidates her company.  Her 

daughter, Jane, sets up in business 18 months later as a men’s barber.  Is 

that a similar business to Jenny’s?  Probable, so Jenny may have an 

unexpected income tax liability. 

HMRC does not need to establish a connection between the two businesses.  

The sole question is whether they are in fact similar. 
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We did a note on these provisions earlier this year.  It can be found on our 

website. 

http://www.cbw.co.uk/cbw-in-the-media/george-osborne-death-phoenix/  

 

Averaging profits of farmers 

For 2016/17 onwards, a farmer or market gardener can choose to average profits 

over either five years or two years.  Five-year averaging will apply only if either 

there are no profits in one of the five years or the profits in year 5 are at least 25% 

different to the average of years 1-4. 

At the same time, marginal relief will be withdrawn, not only from farmers but also 

from the averaging relief for creative artists. 

 

ISAs of deceased investor 

From some time during 2016 or 2017 (when HMRC gets round to it) the ISA 

benefits will continue to apply after a person’s death while his estate is being 

administered. 

 

CBW Tax reaction:  
 

This is a minor relief.  It does not allow the ISA to be passed to a beneficiary 

with the tax reliefs remaining in place.  It deals only with the period of 

administration of the deceased’s estate.  It fills a gap.  ISAs can already be 

passed on death to a person’s spouse or civil partner (but not anyone else) 

and retain their income tax and capital gains tax exemption (but they do not 

escape inheritance tax on the deceased’s death, unless passed to the 

spouse). 

 

 

 

 

 

http://www.cbw.co.uk/cbw-in-the-media/george-osborne-death-phoenix/
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Sporting testimonials 

For events after 5 April 2017, any amount received from a testimonial event by a 

sportsman or sportswoman who is an employee will be taxed as employment 

income. 

 

CBW Tax reaction:  
 

HMRC think that this is the position in any event, so this change will prove 

them right. 

 

There will, however, be a new exemption for the first £50,000 of such proceeds.  

This exemption will apply to only one testimonial, but if the testimonial consists of a 

series of events, these will be treated as a single event provided that they all take 

place within a 12-month period. 

 

CBW Tax reaction:  
 

The reason for this relief is apparently that “the government recognises that 

sporting testimonial payments may be an important part of the transition 

from a career as a professional sportsperson to a new career or retirement 

especially for those in the lower echelons of professional sport who might 

have more modest incomes”.  That sounds reasonable – or would do but for 

the fact that if you are earning, say, £85,000 a week tax-free as a 

professional footballer, £50,000 is not of much help to transition and if you 

are on modest income, you are unlikely to be offered a testimonial. 

 

The employer will be entitled to a corporation tax deduction for the payment.  

There is no corresponding income tax provision though. 
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Business Tax 

Profits from trading and developing UK land 

From the Report Stage of the Finance Bill 2016 (probably sometime in June) all 

profits from trading in UK property by non-residents will be brought within the 

scope of UK tax.  There will be forestalling provisions taking effect from 16 March 

2016. 

This will apply irrespective of whether or not the trader has a permanent 

establishment in the UK.  It will capture the profits of a trade insofar as the trade 

consists of dealing in any estate, interest or right in or over land in the UK, or 

developing any land in the UK with a view to disposing of any estate, interest or 

right in or over land (including redevelopment). 

The change will apply to disposals that occur after the date the legislation is 

introduced into parliament.  It will therefore catch existing sites where the land is 

currently owned or in the course of development. 

The anti-forestalling provision will apply where between 16 March and Report Stage 

a person transfers land to a related party who is not intended to be the ultimate 

recipient; i.e. if the land is moved to rebase the cost.  It will apply irrespective of 

whether or not the transfer is made with the purpose of avoiding tax.  It will also 

apply in any other case where arrangements are entered into with a main purpose 

of securing that profits are not subject to the new charge. 

The legislation will contain anti-fragmentation rules to prevent part of the profit 

being syphoned off to a separate development or building company or for the 

provision of other services through another overseas entity.  This will however 

apply only if it is reasonable to suppose that the two entities are acting together (or 

concerned in a scheme or arrangement) with the main object of realising a profit 

from dealing in the land, or from developing the land, or from disposing (directly or 

indirectly) of the land when developed, and the two entities are “economically 

connected”. 

Entities are economically connected if either – 

- one owns (directly or indirectly) 25% or more of the other, 

- a person owns (directly or indirectly) 25% of both, 

- they are consolidated for accounting purposes, 

- one person has effective control over both (or one has effective control over 

the other), or 

- the participating condition in TIOPA 2010, s 148 is met. 
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The provision will also apply to sales of shares in land-owning companies or other 

property deriving its value from land.  This is aimed at the creation of special 

purpose vehicles (SPVs) to hold one house or unit each, so that the SPV itself is an 

investment company but the owner of the SPVs is indirectly trading in the land by 

trading in the SPVs. 

CBW Tax reaction:  
 

This is a massive deterrent to foreign developers and housebuilders.  

Whether it is sensible at a time when there is a desperate housing shortage 

is questionable. 

It seems unlikely that it will stop foreign ownership of UK land.  It is more 

likely that non-residents will develop to invest instead of to deal.  This is 

likely to lead to a large number of arguments with HMRC, which they do not 

have the resources to deal with.  It will also boost the residential letting 

market at the expense of owner occupation, which seems to conflict with Mr 

Osborne’s incentives to enable young people to get onto the property ladder. 

This is not the first time that the UK has ridden roughshod over double tax 

agreements.  Nevertheless it is depressing that the government should be 

willing to tear up its international treaties if that will enable it to get a little 

extra money. 

 

 

IR35 and public sector workers 

 

From 2017 or 2018, public sector entities that engage workers through a service 

company will be required to apply PAYE and NIC to the amount paid to the 

company as if the worker were an employee of the public entity if IR35 would have 

applied to the engagement. 

This shifts from the service company to the public entity not only the tax obligation 

but also the obligation to decide whether or not IR35 applies to the engagement.  

As the public entity will be liable for the tax and NIC if it gets it wrong, it is likely to 

resolve any doubt in favour of IR35 applying – and in most engagements there is 

some doubt as the test of an employment derives from a string of court decisions, 

not statute. 

The definition of public bodies will include not only government and local 

government but also – 

a) the NHS 
b) schools and further and higher education institutions 
c) the police 
d) other public bodies such as The British Museum, the BBC and Channel 4 
e) publicly-owned companies such as Transport for London. 
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CBW Tax reaction:  
 

Clearly this is intended to stop the use of service companies.  It is likely that 

a public body will in future want to engage the worker direct to avoid 

arguments.  However if the choice is between losing the worker and 

accepting the company, they may be willing to rely on an indemnity from the 

worker.  Unfortunately such an indemnity will itself point towards an 

employment and a worker would be likely to be wary of giving an indemnity 

that leaves control over the fight with HMRC to the public entity. 

This could well be a first step to a more general application of this rule.  It is 

hard to see how the BBC can compete with ITV, Sky and BT for talent if the 

BBC has this obligation but its competitors do not. 

 

 

Tackling disguised remuneration avoidance 

The Finance Act will make two major changes to the disguised remuneration rules.  

It will withdraw from 1 December 2016 the relief on investment returns.  This relief 

applies to pre 9 December 2010 employee benefit trusts (and other vehicles).  It 

provides that if the employer accepts his scheme does not work and pays the tax, 

any growth in the investment value of the money will not be taxed. 

Secondly, there is a new anti-avoidance provision to put beyond doubt that a 

scheme that exploits a perceived flaw in the exemption for cases where 

consideration is given for the relevant step works as intended. 

 

CBW Tax reaction:  
 

Although HMRC firmly believe that pre 2011 EBTs do not work, that view is 

not universally shared.  No cases have yet come before the courts.  The 

threat to tax the investment return if a company does not surrender and pay 

the tax by 30 November raises the stakes for those who are still holding out. 

 

This is the first stage of a much wider attack.  More will come next year.  In 

particular where a loan was made to the employee before 9 December 2010 and it 

has not been fully taxed by 5 April 2019, it will be charged to tax as deemed 

remuneration unless it is repaid before that date – so as to bring it back into the 

disguised remuneration rules when the money is eventually made available again to 

the employee. A consultation document will be issued later this year. 
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CBW Tax reaction:  
 

This is retrospective legislation with a vengeance! All old EBTs need to be 

reviewed before 5 April 2019 to decide what to do.  In view of the withdrawal 

of the investment returns exception, such review ideally needs to take place 

before 30 November 2016.  It is not clear to which year the deemed income 

relates.  Many pre 2011 employees will no longer work for the employer, 

and, indeed, the employer may no longer exist.  HMRC will accordingly be 

given power to collect the tax and NI from the employee where they think it 

reasonable to do so. 

 

 

Legislation will also be introduced in 2017 to tighten the disguised remuneration 

rules to put beyond doubt that schemes which result in a loan or other debt being 

owed by the employee attract a tax charge, whatever the intervening steps. 

 

CBW Tax reaction:  
 

This is welcome.  It will catch remuneration trusts that are not EBTs because 

they also include other beneficiaries (typically suppliers).  We warn clients off 

such schemes, but many small unsophisticated employers seem to be getting 

drawn in by them. 

 

Cash accounting 

The threshold for cash accounting under self-assessment is to be increased to the 

VAT registration limit from 1 April 2016. 

 

Financing costs restriction for landlords 

The rules on the restriction of tax relief for interest etc. introduced last year will be 

clarified to ensure that – 

a) the 20% is available to beneficiaries of a deceased estate, 

b) the  total income restriction to the reduction applies where the finance costs 

or property income profits exceed the taxpayer’s total income,  

c) total income means net taxable income after other reliefs, and 

d) relief for any carry forward interest is given in a subsequent year in which 

property income is received even if there is no restriction on the deduction 

of finance costs in that year because no such costs are incurred. 
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CBW Tax reaction:  
 

It would be good if, just occasionally, the Chancellor could think through the 

legislation before it is enacted instead of having to amend it before it even 

comes into effect and the practical problems it causes comes to light. 

 

 

Extension of enhanced capital allowances for 
enterprise zones 

The period during which the business’s investment in new plant and machinery can 

qualify for capital allowances will be changed to eight years from the time the zone 

is designated instead of eight years from 1 April 2012. 

 

Repeal of the renewals allowance 

This allowance, which enables a business to deduct as a trading expense the cost of 

replacement and alteration of small tools, will be abolished from 1 April 2016 (6 

April for income tax). Such businesses will have to claim capital allowances on such 

expenditure in future. 

 

CBW Tax reaction:  
 

HMRC say that the legislation is no longer needed.  Whilst that may be 

correct, it is an administrative simplification for those that use it, so its 

abolition goes against the government’s professed policy of reducing burdens 

on business. 

 

 

 

Trading income received in non-monetary form 

A provision is to be introduced to put beyond doubt that trading or property income 

received in a non-monetary form is fully brought into account in calculating taxable 

profits. 
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CBW Tax reaction:  
 

We are surprised that anyone could have thought that there was any doubt. 

What the provision actually does is require the amount brought into account 

to be the amount that would have been brought into account if the 

transaction had involved money. This is nasty. Suppose for example a 

solicitor advises a start-up in return for being allowed to subscribe for 5% of 

the share in the company. Currently he has to bring into account the value of 

the shares at the time he receives them less his subscription price. In future 

he needs to bring into account the fee that he would have charged if he had 

not agreed to take shares instead. It is anyone’s guess how he is expected to 

arrive at that amount. He might well have charged the start up a much lower 

fee than he would normally charge for his work. 

 

 

Royalty withholding tax 

From the date of Royal Assent to the Finance Bill there will be a new obligation to 

deduct tax from royalty payments to a non-resident person (and hand it over to 

HMRC) where either: 

a) Arrangements have been entered into which exploit a double tax agreement 

in order to ensure that little or no tax is paid on royalties, either in the UK 

or elsewhere. This will not apply where obtaining the benefit is in 

accordance with the object and purpose of the double tax agreement 

 

b) The category of royalties is one of those in respect of which there is 

currently no obligation to deduct tax under UK law. Currently the obligation 

applies to copyrights, design rights, public lending rights, and the use of 

patents, and to royalties that are annual payments. That covers most 

registerable rights. The obvious omission is trademarks. It will be 

interesting to see if the government want to go further and impose 

withholding tax on royalties or licence fees for other types of non-

registerable intellectual property. There are also some categories of 

copyright which do not currently attract withholdings, such as payments to 

an overseas author for a exploiting the work overseas, that logically ought 

not to be taxed here 

 

c) The royalty does not have a source in the UK but is connected with a 

business that the non-UK resident person carries on in the UK through a 

permanent establishment in the UK 
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CBW Tax reaction:  
 

Yet more international treaties torn up! The anti-avoidance provision ((a) 

above) is aimed at treaty shopping, where a royalty is paid via country A 

with which the UK had a treaty, but the ultimate owner is in country B.  

Whilst we can understand the Chancellor being too impatient to renegotiate 

treaties, the OECD is drawing up a multinational treaty that will achieve the 

same result in a legal way, so the Chancellor is ignoring the UK’s treaty 

obligations to collect tax a few months earlier than he would if he waited for 

the multinational treaty. 

 

 

State aid modernisation 

HMRC will be given additional powers to collect information on certain State aids 

and share this information with the European Commission.  Beneficiaries of most 

special tax relief will be required to provide information to HMRC as a condition of 

entitlement to the relief. 

 

CBW Tax reaction:  
 

It is an odd time to introduce this provision as it may have proved to be 

unnecessary by the time the Finance Bill is enacted.  It is of course not 

information that the government wants; it is information that the EU wants. 

 

 

Fixed rate deduction for use of home for business 
purposes 

From 2016/17 the fixed rates deduction (normally £312pa) for use of home 

introduced in 2013 are to be clarified in relation to partnerships.  The main 

clarification is to prevent a double deduction where two partners are married or 

otherwise share the same home.  Also one partner alone will not be able to use the 

fixed rate deduction; all will need to do so. 
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Carried interest 

The rules that charge disguised investment management fees to income tax instead 

of capital gains tax are being amended to introduce a new legislative test to 

determine whether an investment scheme is trading rather than making 

investments.  The current rules are based on case law, so it is not clear which 

schemes are caught by the anti-avoidance provision.  The change should give 

greater certainty, which is what the industry wants. 

 

Leasing anti-avoidance 

New rules were introduced from 25 November 2015 to counter tax avoidance 

schemes that seek to generate non-taxable income in return for taking over 

liabilities under a lease of plant or machinery that give rise to tax deductible 

amounts.  The new legislation applies for both corporation tax and income tax. 

 

Capital allowances: anti-avoidance relating to 
disposals 

Another anti-avoidance change applied from 25 November 2015 to counter 

transactions which seek to reduce disposal values of plant or machinery for capital 

allowance purposes below the market value of the plant or machinery. 

 

Property business deduction 

From 6 April 2016 (1 April for corporation tax) a person who carries on a property 

business which includes a dwelling-house will be able to claim a deduction in 

computing property business income for the cost of the replacement of a domestic 

item which is provided for use in the dwelling, is provided solely for the use of the 

lessee, and which meets the normal wholly and exclusively test. 

The deduction cannot be claimed if the dwelling is used for the commercial letting 

of furnished holiday accommodation, or if the taxpayer derives rent-a-room 

receipts from the dwelling-house and claims rent-a-room relief. 

If the new item is not “substantially the same” as the old, the deduction is limited 

to what a substantially similar item would have cost.  Any disposal proceeds of the 

old item must be deducted from the cost of the new. 

A domestic item is an item for domestic use (such as furniture, furnishings, 

household appliances and kitchenware) but does not include a fixture or a boiler or 

water-filled radiator installed as part of a space or water heating system. 
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CBW Tax reaction:  
 

This relief replaces the 10% wear and tear allowance that currently applies.  

The government say that it gives relief to a wider range of property 

businesses as well as a more consistent and fairer way of calculating taxable 

profits.  It seems improbable that many residential landlords or their 

advisors would agree with that reasoning. 
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Corporation Tax  

Rates 

From April 2020 the Corporation tax rate will be reduced further to 17%. This will 

apply to companies of all sizes, providing the lowest corporation tax rate in the 

G20. 

 

Company losses 

Under the current system, carried forward losses can in many cases only be offset 

against the same income stream – e.g. trading losses against trading profits. For 

losses incurred from April 2017, losses will be available to be carried forward 

against future profits from other sources or from other companies within a group 

under group relief. Where profits exceed £5million, the amount of carried forward 

losses that can be utilised will however be restricted to 50% of the overall profit.  

 

CBW Tax reaction:  
 

This is a thoroughly welcome relaxation in the rules and will hopefully 

provide further help to entrepreneurial businesses 

 

Deductibility of interest 

The amount of interest relief that can be claimed by large companies will be capped 

at the lower of 30% of taxable earnings in the UK or an amount based on the net 

interest to earnings ratio for the worldwide group. This is being aimed at the 

perceived greatest risk areas, so there will be a threshold limit of £2 million net UK 

interest expense, and provisions for public benefit infrastructure. The government 

will continue to work with the OECD on the appropriate application of these rules to 

groups in the banking and insurance sectors. 

 

Loans to participators 

The so called “s455 tax” (or old s419 – the 25% deposit that companies have to 

make when loans are made to participators) has always been aligned with the 

effective higher rate dividend tax rate. When the new dividend rates are introduced 

in April 2016, s455 tax will follow suit by increasing the charge to 32.5% to match 

this.  
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Insurance linked securities 

There will be a power for the Treasury, by statutory instruments, to deal with the 

treatment of insurance linked securities issued in the UK.  Insurance linked 

securities are a means of transferring insurance risk to capital market investors.  

The measure will define the scope, conditions and treatment of vehicles issuing 

insurance linked securities, as well as allowing for the taxation of investors.  The 

aim is to make the UK an attractive place of domicile for vehicles issuing insurance 

linked securities, maintaining the UK as a global hub for specialist insurance and 

reinsurance industries.  There is in consultation with the industry. 

 

Bank loss relief 

The amount of a banking company’s annual taxable profit that can be offset by pre 

April 2015 carried forward losses will be reduced from 50% to 25% for accounting 

periods beginning on or after 1 April 2016.  The change has been made in order to 

maintain the different treatment applied to banks taking into account the wider 

reforms in respect of losses mentioned earlier. 

 

Loan relationships: notional finance costs 

A new anti-avoidance rule will apply from 1 April 2016 to restrict the corporation 

tax deduction that can arise for the discount on interest-free loans and other loans 

on non-commercial terms. 

 

CBW Tax reaction:  
 

Profits for tax purposes are based on accounting principles.  UK accounting 

principles have been fundamentally reformed from 1 January 2015 by FRS 

102.  One of the changes is to require long-term loans to be valued at their 

market value.  For an interest-free loan, the difference is substantial.  This 

results in a large charge against profits in year 1 which is gradually unwound 

in later years.  The Finance Bill denies tax relief for this discount unless the 

corresponding amount is taxed on the lender. 
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Loan relationships and derivative contracts: transfer 
pricing rules 

The last Finance Act denied tax relief for some adjustments to loan relationships 

made under the transfer pricing rules.  It has now been realised that the accounting 

rules can create notional income when the adjustment unwinds.  Accordingly from 1 

April 2016, such notional income will not be taxed to the extent that it represents a 

reversal of a debit that was disallowed for tax purposes as a result of last summer’s 

changes. 

 

Loan relationships and derivative contracts: exchange 

gains and losses 

This deals with a similar problem created by the new rules.  It exempts notional 

income that arises from hedging contracts where the rules disallowed a debit in 

relation to the hedge. 

 

Loans to participators, etc.: trustees of charitable 
trusts 

From 25 November 2015, the tax charge on loans to participators does not apply to 

a loan to the trustees of a charitable trust if the loan or advance is applied for the 

purposes of the charity. 

 

CBW Tax reaction:  
 

This corrects an anomaly that has applied since corporation tax started in 

1965, and which no one noticed and HMRC never sought to apply, but which 

charities have apparently become concerned about in the last couple of years. 

 

 

Production of orchestral concerts 

A new tax relief is being introduced from 1 April 2016 for the production of 

orchestral concerts.  It will allow the company to claim an additional deduction in 

computing its taxable profits (and to surrender any resultant loss in exchange for a 

discounted payment). The additional deduction is 100% of qualifying core 

expenditure.  The relief applies to core expenditure incurred in the UK or another 

EU country but is limited to 80% of total core expenditure.  Core expenditure is, 

broadly, expenditure directly related to the concert (i.e. excluding marketing, 
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accountancy, legal, etc.).  At least 25% of the core expenditure must be within the 

EEA.  There are a number of exclusions. 

 

CBW Tax reaction:  
 

It should particularly be noted that this is a corporation tax relief only.  No 

relief is given if the concert is produced by a trust, partnership or an 

individual. 

 

 

Intangible fixed assets 

The rules on pre-FA 2002 assets are to be “clarified”. 

 

CBW Tax reaction:  
 

Apparently some nasty people have been using partnerships or LLPs to 

transfer assets in ways that, they contend, transform a pre FA 2002 asset 

into a post 2002 one.  HMRC do not believe such arrangements work, but 

want the law clarified just in case the courts decide otherwise. 

 

 

The Patent Box 

The design of the UK patent box needs to be amended to comply with new rules 

recently adopted by the OECD.  There are two main changes – 

a) patent box profits will need to be calculated separately for each patent (or 
product or product family in some cases) instead of being calculated 
globally, and 

b) the patent box corporation tax rate will apply only to the extent that the 
patent derived from research and development taking place in the UK. 

 

The changes apply to companies entering the patent box regime after 30 June 

2016.  For companies in the regime at that date (and for some patents acquired 

after 1 January 2016) the current rules will be retained until 30 June 2021. 
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CBW Tax reaction:  
 

The bitter bit! The UK has been one of the leaders behind both the OECD 

crusade against harmful tax practices and the OECD BEPS project, which have 

given rise to the need for this change.  Accordingly it is ironic that the UK 

turns out to have been one of those wicked countries that use unfair 

competition to draw businesses away from more law-abiding countries. 

 

Anyone who has been contemplating using the patent box but has not yet got 

around to doing so should act fast to register their patent box before 1 July as 

the five-year transitional period can give a very valuable relief – not only in 

terms of saving tax but also in terms of avoiding the greatly enhanced 

administration costs that the new system will generate. 

 

 

Hybrid and other mismatches 

HMRC are to be given power from 1 January 2017 to counteract advantages that 

derive from hybrid arrangements and other mismatches which result in either a tax 

deduction that does not create corresponding income or a double deduction.  

Hybrid arrangements can use either hybrid entities (an entity which is treated as a 

company in one jurisdiction and a partnership in another) or hybrid instruments 

(which one jurisdiction thinks is a share on which dividends are paid and another 

thinks is a loan on which interest is paid).  

 

CBW Tax reaction:  
 

This is another child of BEPS.  The UK approach is that the deduction ought to 

be disallowed, but if the recipient is in the UK and the other country does not 

disallow the deduction, then HMRC will tax the recipient to ensure that 

someone collects the tax. 

These devices have been mainly used by multi-national corporations, so it is 

unlikely that many smaller companies will be affected by the change. 
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Capital Gains Tax 

Rates 

 

For disposals made on or after 6 April 2016, CGT rates will be reduced to a lower 

rate of 10% (from 18%) and a higher rate of 20% (from 28%). 

An 8% surcharge will apply to residential property that does not qualify for private 

residence relief, and to carried interests so that the current rates continue to apply 

to these.  Residential property will include land which has at any time in the 

person’s ownership consisted of or included a dwelling as well as an interest in land 

in connection with an off-plan purchase.  There will be provisions for calculating 

gains on mixed-use properties. 

CGT for ATED-related chargeable gains, non-resident companies and Entrepreneurs’ 

Relief gains are unchanged by this measure. 

 

CBW Tax reaction:  
 

While a reduction in rates is welcome CGT is becoming very complex with 
rates of 10% or 18% for some assets and 10%, 20% or 28% for others. 

 

It is not clear whether the gain on a property which qualifies for private 

residence relief for part only of the period of ownership will be taxed at 20% 

or 28% but we think it is the former. 

 

It seems somewhat harsh that a person who bought a house and demolished 

it 10 years ago and constructed a warehouse on the site should have to pay 
the 28% rate when he sells the warehouse simply because he lived at the site 
of the warehouse 20 or 30 years earlier. 

 

 

Entrepreneurs’ Relief 

There is some further tinkering with the rules on Entrepreneurs’ Relief (ER). 

Associated disposals 

An associated disposal by an individual is the disposal of a privately owned asset 

which is used in the trade of a partnership or company in which the individual has 

an interest and the disposal is connected to a disposal of their interest.  Where the 

required conditions are met ER is available on the associated disposal. 

 

FA 2015 introduced provisions to prevent abuse of the associated disposal 

provisions but these inadvertently affected associated disposals connected with a 
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disposal of the business interest to a family member under normal succession 

planning.  Provisions will be included in Finance Bill 2016 to allow ER to be claimed 

where the disposal of the business interest is to a family member.  They will be 

backdated to 18 March 2015 i.e. when the FA 2015 provisions took effect. 

In terms of the disposal of the individual interest in the business FA 2015 also 

required a minimum interest of 5% to be disposed of.  Finance Bill 2016 will include 

a provision to allow ER to be claimed where the 5% minimum is not met but the 

individual disposes of their entire interest and previously held a higher interest. 

Joint venture companies 

FA 2015 included measures to prevent the avoidance of ER through the use of joint 

venture companies to get round the 5% share test.  However it also affected some 

genuine commercial arrangements. 

The Finance Bill 2016 will include a new definition of trading company that will allow 

a company to be considered as a trading company solely by virtue of its interest in 

a joint venture company in some circumstances.   Broadly the company will be 

treated as carrying on part of the joint venture company’s activities in proportion to 

the interest held.  A shareholder in the company can then qualify if they have an 

effective 5% interest in the joint venture company.  The change will again be 

backdated to 18 March 2015 to coincide with the FA 2015 changes.  

When determining whether or not a corporate partner is trading, its activities as a 

partner will be treated as being a trade if the partnership is carrying on a trade. 

Goodwill on incorporation 

Finance Bill 2016 will relax the provisions that restrict ER on gains arising when 

goodwill is transferred to a close company on incorporation.  Subject to certain 

conditions, ER will be able to be claimed on the gain on the transfer of the goodwill 

of a business to a close company if the vendor either will hold less than 5% of the 

shares (of the voting power) in the company or the transfer to the company is part 

of arrangements for the company to be sold to a new independent owner. The 

changes will be effective for disposals made on or after 3 December 2014. 

Definition of a trading company 

The definition of a trading company will be reviewed to ensure that it continues to 

operate effectively for ER purposes. 

CBW Tax reaction:  

 

These are all welcome relaxations – although it would have been far better 

had the Chancellor got the provisions right to start with.  A lot of people have 

needlessly rearranged their affairs to avoid what now turns out not to be non-

existent problems.  The rules, particularly on goodwill, still work unfairly in 

many cases. 
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Investors’ Relief 

The 10% ER rate will be extended to non-employee investors in unquoted trading 

companies (business angels) in the form of an ‘investors’ relief’.  This new relief will 

apply to gains on the disposal of ordinary shares held by individuals where they 

were: 

(i) subscribed for by the individual; 

(ii) acquired for new consideration on or after 17 March 2016; 

(iii) held for a period of at least three years starting from 6 April 2016; and 

(iv) held throughout the period of three years up to the disposal. 

There will be a lifetime cap on qualifying gains of £10 million.  It is not clear if this 

is the same £10 million cap as applies to other qualifying investors or if an 

individual can obtain relief on £10 million as an entrepreneur and on a further £10 

million as an angel investor. 

 

CBW Tax reaction:  

 

Sale of some unquoted shares are of course already exempt from CGT if the 

acquisition attracted EIS relief so this relief is a bit of an oddity.  It is not 

clear why a business that the government thinks should not attract EIS relief 

should nevertheless have favourable tax treatment. 

 

 

Employee shareholder status 

Employee shareholder status gives certain tax advantages to employees for shares 

acquired in their employer in return for giving up certain employment rights.  One 

of these advantages is a CGT exemption on the shares acquired when they are 

disposed of.  Finance Bill 2016 will introduce a lifetime limit of £100,000 for the 

gains qualifying for this exemption. 

 

CBW Tax reaction:  
 

Employee shareholder shares are attractive in technology start-ups where the 

company cannot afford to pay for the talented employees it needs to attract.  

Such people generally hope to receive far more than £100,000 when the 

company is sold, so such a low cap could well make such shares unattractive. 

 



 

The Budget Statement by CBW Tax | March 2016 

36 

Inheritance Tax 

Objects granted conditional exemption from estate 
duty  

Where a heritage object that was liable to estate duty but for an election to defer 

the tax and make the object available for viewing by the public (conditional 

exemption) is sold, the estate duty rules provided for the duty to become payable.  

Estate duty was abolished in 1975 and replaced by inheritance tax (it was originally 

called capital transfer tax).  Where the original estate duty exemption arose on a 

lifetime transfer and the conditional exemption continues following a death, the way 

the IHT legislation is drafted allows HMRC to charge either estate duty or IHT when 

the charge crystallises.  They normally choose estate duty as the rates are much 

higher.  Where the conditional exemption was first given on a death however, only 

IHT is payable on a disposal following another death.  The HMRC choice is to be 

extended to that situation too. 

 

CBW Tax reaction:  
 

This is scraping the barrel somewhat!  We are now so desperate for tax that 

we need to correct a mistake made in 1975 even though it only benefits a 

tiny number of people. 

 

 

Where the item has been lost, it obviously can no longer be sold to crystallise the 

estate duty.  Accordingly legislation will now be introduced to amend Finance Act 

1930, s 40(2) (which granted the estate duty relief) to impose tax where the item 

is lost, unless the owner at the time of the loss can convince HMRC that the loss 

was outside his control. 

The charge can be avoided by selling the item to a recognized museum or gallery – 

although the price they will pay will obviously reflect the tax saving.  Some local 

authorities have transferred their museums to charitable trusts without realising 

that such trusts do not fall within the scope of the legislation.  Accordingly the relief 

will be extended to allow such museums to benefit. 
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Residence nil rate band 

The residence nil rate band that applies from 6 April 2017 is amended to provide for 

the situation where the individual downsizes to a lower value residence or ceases to 

own a residence completely, but leaves other assets on death to his or her 

descendants. 

The residence nil rate band can be determined by reference to the value of the 

previous residence (but limited to the total value passing to descendants).  The 

residence nil rate band can also be calculated by reference to a previous residence 

even if there is another residence in the estate but that is left to someone other 

than a direct descendant.  The value of the previous residence for this purpose is 

the value at the time it was disposed of, not its value at the date of death. 

 

CBW Tax reaction:  
 

The Chancellor initially said that there would be such a relief but it was 

unclear from the last Finance Act how it was to be calculated.  Now we know! 

 

Pension drawdown funds 

An IHT charge will not arise where a person has failed to exercise their rights to 

draw designated funds from a drawdown pension fund or a flexi-access drawdown 

fund during their lifetime, so that there are unused funds at the time of death. 

The relief is backdated to deaths after 5 April 2011 for drawdown funds and after 5 

April 2015 for flexi-access drawdown funds (i.e. from the time of their 

introduction).  A claim for repayment of IHT already paid on such a fund can be 

made at any time up to 5 April 2020. 

 
 

Victims of persecution during Second World War era 

Extra-statutory concession, F20, which exempts from IHT one-off late financial 

compensation and ex-gratia payments, is being put on a statutory footing.  The 

scope of the concession will also be extended to include a one-off compensation 

payment of €2,500 made under the EU recently created Child Survivor Fund.  The 

Treasury are given power to add any further compensation funds that may be 

created.  The extension applies for deaths after 31 December 2014. 
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Value Added Tax 

 

Registration threshold 

The registration limit increases by £1,000 to £83,000 from 1 April 2016.            

The deregistration threshold goes up to £81,000 from the same date. 

 

Overseas businesses 

HMRC will be given extended power to require an overseas trader to appoint a UK 

VAT Representative.  They have said that in practice they are unlikely to do so 

where the business is established within the EU. 

HMRC will also be able to require security to be given by an overseas business 

either in addition to, or instead of, appointing a VAT Representative.  HMRC will 

also have power to refuse to accept the appointment of a VAT Representative if 

they do not consider the person to be fit and proper. 

 

CBW Tax reaction:  
 

A VAT representative is jointly and severally liable with the trader for the 

VAT.  It is not therefore easy for a business to find a VAT Representative.  We 

would not take on this role and doubt that any other professional firm would 

do so either. 

 

 

The government will also give HMRC power to make online marketplaces, such as 

EBay, jointly and severally liable for the VAT payable by overseas businesses that 

sell through their platform.  This liability will be enforced only if the controller of the 

online market place has failed to take satisfactory remedial action within the period 

stated in the notice that HMRC serves on him.  The idea is that the platform will 

either lean on the supplier to satisfy its VAT obligations or refuse to allow it to trade 

through its platform in the future. 
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CBW Tax reaction:  
 

This is likely to mean that non-compliant traders will be removed from the 

marketplace, as that is a risk-free solution and the operator is unlikely to 

accept any risk at all. 

 

 

A consultation paper has also been issued on a Fulfilment House Due Diligence 

Scheme.  The government wants to set up a register of fulfilment houses and make 

the fulfilment house jointly and severally liable with its overseas trader customer 

for the VAT on supplies through the fulfilment house, in order to ensure that VAT on 

UK goods is paid by overseas traders where the goods are in the UK at the time 

they are sold.  This puts the onus on the fulfilment house to ensure that its own 

customers comply with their UK VAT obligations. 

 

Power to extend refunds of VAT to other persons 

VAT has long been refunded to local authorities where it has been incurred in 

carrying out the authority’s statutory duties.  For many years HMRC strongly 

resisted the extension of this relief to other statutory undertakings.  Now the 

Treasury are to be given power to provide for a VAT refund to any non-

departmental public body or similar arm’s length bodies which are subject to 

funding agreements with the Treasury. 

 

CBW Tax reaction:  
 

This is an odd provision.  The intention seems to be that it costs nothing and 

no-one benefits, because the idea is that the Treasury will adjust the amount 

it pays under the funding agreement to claw back the benefit of the tax 

refund.  The government believe that it will facilitate cost-sharing 

arrangements between non-departmental public bodies and between them 

and government departments and the NHS. 
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Installation of energy-saving material 

The reduced rate of VAT that applies to the installation of energy-saving materials 

will be restricted from 1 August 2016 to supplies to – 

a) persons over 60, 
 

b) those in receipt of council tax benefit, disability living allowance or some 
other specified benefits, 

 
c) housing associations, 

 
d) persons operating a building used solely for a relevant residential purpose, 

and 

 

e) housebuilders, but only if the cost of the goods supplied is less than the 
labour cost of installing them (if it is not the relief as retained for the labour 
element only). 

 

Even for these people, no relief will be given for the installation of solar panels, 

water turbines or wind turbines. 

 

Isle of Man charities 

The definition of charity for VAT purposes is extended to put beyond doubt that the 

High Court of the Isle of Man is a relevant UK court, so an IOM charity is a charity 

for UK VAT. 
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Stamp Duty Land Tax  

The 3% surcharge for additional dwellings, etc. 

We now have the draft legislation for this impost announced last November to take 

effect from 1 April 2016.  It applies not only to second homes but to all residential 

purchases by someone who already owns a property or an interest in a property, 

and to all purchases of residential property by companies and by discretionary 

trusts. 

There are a few changes from the earlier consultation. 

a) The period to replace a principal residence is increased from 18 months to 

36 months.  Where the main residence was sold before 25 November 2015, 
the three-year period runs from that date. 
 

b) There will be no exemption for purchases of 15 or more properties. 
 

c) Married couples who are living separately in circumstances that are likely to 

be permanent will not be treated as one unit. 
 

d) A share of 50% or less in an inherited property can be ignored if it has been 
inherited within the 36 months prior to the new purchase. 

 

We produced a detailed note on the proposals in January 2016, so do not propose 

to repeat them here.  The note is available on our website. Please visit:  

http://www.cbw.co.uk/latest-news/3-sdlt-surcharge-second-homes/ 

 

Reform of charging provisions for non-residential 
property 

SDLT becomes chargeable on disposals on or after 17 March 2016 on a slice system 

instead of the current slab system. 

The slices are: 

 First £150,000   nil 

 Next £100,000   2% 

 Excess over £250,000  5% 

 

 

http://www.cbw.co.uk/latest-news/3-sdlt-surcharge-second-homes/
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CBW Tax reaction:  
 

This change was presented by the Chancellor as help to small businesses.  It 

is in reality a 25% increase in the SDLT on purchases of most residential 

property and is expected by the Chancellor to raise getting on for £600 

million extra a year.  The break-even point (at which tax under both the old 

and new systems is £42,000) is £1,050,000.  Any larger transaction will pay 

more tax. 

Even for small properties this is largely a slight of hand in many cases, as the 

tax on a £250,000 property was 1% (£2,500) and is now 2% of the excess 

over £150,000 (£2,000) and that on a £500,000 property was 3% (£15,000) 

and is now £14,500. 

 

 

The SDLT on the rental element of leases (currently 1% of the net present value of 

the lease over the term of the lease), is doubled to 2% to the extent that the net 

present value exceeds £5million). 

Property authorised investment funds (PAIF) and co-ownership authorised 

contractual schemes (CoACS) 

A new SDLT relief will be introduced from the date of Royal Assent to the Finance 

Act 2016 for the seeding of properties into a PAIF or CoACS, i.e. for the transfer of 

the initial property into the fund. 

These are types of collective investments.  The relief is limited to authorised funds 

with a broad base of investors and a sizeable portfolio of seeded properties. 

The SDLT treatment of CoACS is also amended more generally.  These are currently 

transparent for SDLT, so SDLT is chargeable every time a unit in a CoACS is 

transferred.  In future a CoACS will be treated as a company for SDLT so that SDLT 

will apply only on actual property transactions. 

 

CBW Tax reaction:  
 

It is hoped that the changes will both encourage the use of CoACS and 

encourage more CoACS to be managed and domiciled in the UK. 
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Higher rate properties occupied by certain employees 

A new exclusion is introduced from 1 April 2016 from the 15% SDLT rate for high 

value enveloped residential properties for the acquisition by a tenants’ management 

company of a flat for occupation by a caretaker.  The flat must be one of at least 

three flats contained in the same premises.  A tenants’ management company is a 

company which owns the freehold of premises and whose members include the 

tenants of two or more other flats contained in the premises. 

The existing exclusion for employees of a qualifying trade is also extended to 

businesses that do not amount to a trade, such as a property rental business. 

 

Acquisitions under regulated home reversion plans 

From 1 April 2016, the higher rate will also not apply to the acquisition of a high-

value property where the purchaser is an authorised plan provider (under FSMA 

2000) who acquires the property under a regulated home reversion plan which he 

enters into as plan provider.  The property has to be sold by the plan provider 

without undue delay after the death of the occupier. 

 

CBW Tax reaction:  
 

Home reversion plans are a type of equity release scheme.  Under such 

schemes, the vendor remains in occupation of the property for the remainder of 

his or her lifetime, so the sale to the plan provider is in reality a finance 

transaction so it is not reasonable for the higher rate of SDLT to apply. 

 

 

Dwellings converted to use for trade purposes 
 
From 1 April 2016, the 15% rate will not apply where, in the course of a trade, the 

purchaser acquires a dwelling for the purposes of either converting the building to 

non-residential use or demolishing it permanently, i.e. not replacing it by another 

dwelling.  The trade must be being carried on on a commercial basis with a view to 

profit.  The relief will be withdrawn if the property is used as a dwelling at any time 

within 3 years of the effective date of the transaction. 
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CBW Tax reaction:  
 

The last point is a bit vicious.  It means that the property must be bought with 

vacant possession and it cannot be let on a temporary basis to defray the 

carrying costs during the period prior to commencement of the conversion 

works.  If the property does not have planning permission for the proposed 

conversion, it may be preferable to pay the additional SDLT rather than leave 

the property empty for perhaps several years. 
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Miscellaneous Taxes 

ATED -  

Reliefs for caretakers flats and regulated home 
reversion plans 

The new reliefs from the 15% SDLT charge for a caretaker’s flat and for regulated 

home reversion plans also apply for ATED from 1 April 2016. 

 

Alternative property finance: Land in Scotland 

Whilst SDLT in Scotland has been devolved to the Scottish Government, (which has 
replaced it with Land and Buildings Transaction Tax), ATED has not been devolved.  
As a result, the SDLT definition on which the rules on alternative property finance in 

relation to land in Scotland is based have been repealed, but will be replaced in the 
Finance Act 2016. 

 

Stamp Duty -  

Transfers to depositories or providers of clearance 
services 

From 16 March 2016, securities transferred to a depository receipt issuer or 

clearance service as the result of an exercise of an option will attract the 1.5% 
higher rate of stamp duty or stamp duty reserve tax that applies when shares are 
transferred into a depository or clearance system. 

The charge will be on the higher of the option price or the market value of the 
shares at the time the option is exercised. 

 

CBW Tax reaction:  
 

This is an anti-avoidance provision.  It is aimed at the situation where a 

substantial price is paid for the option and a low price for the shares. 
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National Insurance 

Class 2 National Insurance contributions, which are paid, normally monthly, by the 

self-employed, are to be abolished from 6 April 2018.  This will give a self-

employed individual (or a partner) a saving of £130 per annum. 

The Class 4 rules (also payable by the self-employed) will be amended to benefit 

entitlement to Class 4 instead of Class 2 but the government has not yet worked 

out how to do this. 

 

Air passenger duty 

The rates for long haul flights (more than 2,000 miles from London) will be 

increased in line with inflation, but those for shorter flights (£13, £26 and £78) are 

frozen.  The new long haul rates will be: 

 

 Lowest class Standard rate Higher rate 

From 1 April 2016 £73 £146 £438 

From 1 April 2017 £75 £150 £450 

 

 

Bank Levy 

The excluded entity test is to be amended to ensure that it is appropriately 

targeted. 

 

CBW Tax reaction:  
 

“Appropriately targeted” is here used in its political sense of “Persuading 

HSBC not to move its headquarters overseas”. 
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Climate change levy 

The main rates of levy are increased for each year up to 2019/20 in line with RPI, 

but the reduced rates are unchanged.  

From 2019/20, the balance between rates on taxable commodities will be updated 

to reflect changes in the fuel mix used in electricity generation. 

 

CBW Tax reaction:  
 

We admire the prescience shown by the Chancellor’s advisors who apparently 

know what inflation will be up to 2019.  The change in the balance seems to 

be estimated to eliminate most of the yield from the tax. 

 

 

 

Fuel duty 

There will be a reduced rate of duty on aqua-methanol (which is 95% 

methanol and 5% water) from 1 October 2016 of £7.90 a litre. 

 

The duty on other fuel will be frozen for 2016/17. 

 

 

Gaming duty 

The gross gaming yield bands for gaming duty are increased in line with 

inflation. 

 

 

Tobacco duty 

The duty on hand-rolling tobacco increases from 16 March 2016 by 5% 

above RPI. 

 

Other tobacco duty rates increase by 2% over inflation as announced in 

2014. 

 

 

Landfill tax 

The rates per tonne increase in line with inflation.   

The new rates up to 31 March 2019 will be: 

 

 Standard rate Reduced rate 

From 1 April 2016 84.40 2.65 

From 1 April 2017 86.10 2.70 

From 1 April 2018 88.95 2.80 
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The cap on contributions by landfill operators to the Landfill Communities Fund 

(LCF) reduces from 5.7% to 4.2% from 1 April 2016.  There are other changes to 

the LCF, namely a landfill operator will no longer be able to make a qualifying 

contribution subject to a condition that it must be invested for the purpose of 

generating interest; and LCF funds cannot be used for the provision of financial, 

administrative and similar services from one environmental body to another. 

 

Alcohol duties 

 
The rates of duty on sparkling cider, wine and sparkling wine rises by inflation from 
21 March 2016.   
The rates on beer, spirits, still cider and low-strength sparkling cider are frozen. 

 

CBW Tax reaction:  
 

Three cheers for freezing the duty on beer and whisky!  The rates are being 

frozen because “the government is committed to helping pubs, which are 

important community assets that encourage responsible alcohol 

consumption”.  Doesn’t the same apply to wine bars? 

 

 

Vehicle excise duty 

The rates will all be amended in line with inflation from 1 April 2016. 

 
The exemption for classic vehicles (those over 40 years old) will at last be turned 
into a rolling 40-year exemption instead of a new date having to be inserted into 
the legislation each year. 

 

 

Petroleum Revenue Tax 

There are a few relaxations to the rules on oil and gas taxation, including a 
reduction in the rates of PRT and supplementary charge from 1 January 2016.  

Fortunately only oil and gas companies need to understand these. 
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Administration 

The GAAR 

A penalty of 60% of the countered tax will be imposed.  It will apply to 

arrangements entered into from the date of Royal Assent to the Finance Act 2016.  

The legislation will also prevent a taxpayer from amending his return to voluntarily 

forgo the claimed tax advantage (and avoid the penalty) after HMRC tell him that 

they are going to refer the arrangements to the GAAR Advisory Panel.  

CBW Tax reaction:  
 

This is an odd provision.  No-one knows in advance when the GAAR applies as 

this is dependent on the independent GAAR Advisory Panel approving HMRC’s 

intention to counteract.  Accordingly the taxpayer cannot be encouraged by 

the penalty to change his behaviour – which is the normal justification for 

penalties – as he does not know what is and is not within the scope of the 

GAAR.  It is even odder that a person should still be penalised even if he 

decides to abandon his claim at any early stage. 

 

 

HMRC are also to be given power to issue a provisional counteracting notice if they 

think that the GAAR might apply.  The taxpayer can appeal against such a notice, 

and the notice ceases to have effect 12 months later. 

 

CBW Tax reaction:  
 

The purpose of this is not wholly clear.  It appears to be to give HMRC 12 

months to decide what to do.  The Finance Bill explanatory notes say that it 

will give HMRC time to raise assessments within the normal time limits, but 

they can do that already.  The provision notice will normally be cancelled by 

the issue of the formal notice (if applicable) after the GAAR Advisory Panel 

decision. 

 

 

There is also a new provision to enable HMRC to issue a counteraction notice (a 

notice of binding) to counteract a transaction based on “equivalent arrangements” 

by someone else.  They can do this where either they have notified the other 

person that they think that his arrangements ought to be counteracted and he has 

not appealed the notice within 45 days or they have notified that other person that 

they are referring his arrangements to the GAAR Advisory Panel.  There is no right 

of appeal against notice of binding, although there is a right to make 

representations to HMRC. 
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CBW Tax reaction:  
 

This is aimed at marketed tax avoidance schemes.  It is clearly unreasonable 

to require HMRC to take every taxpayer’s case separately to the GAAR 

Advisory Panel.  The idea is that when the panel makes its decision, it should 

be binding on all the scheme participants.  As the Panel decision is the 

gateway to the hearing of the actual appeal, this is conceptually not 

unreasonable.  The problem is that the definition of equivalent arrangements 

is fairly imprecise and relies on what HMRC think is similar.  It is one thing to 

say that if 100 people enter into Scheme A, the Panel should only consider 

Scheme A once.  It is another to say that if HMRC think that Schemes B and C 

are similar to Scheme A, participants in those schemes should be denied the 

right for the Panel to consider their schemes at all. 

 

 

Serial tax avoiders 

Where a person suffers a “relevant defeat” after 6 April 2017, HMRC must issue him 

with a warning notice that he faces consequences if he enters into further tax 

avoidance schemes within the next 5 years.  A relevant defeat occurs if he has 

entered into arrangements within the GAAR or within DOTAS or for which he has 

been issued a follower notice, has claimed the benefit of those arrangements and 

subsequently lost or conceded defeat. 

 

If the taxpayer enters into any further tax scheme in the 5-year warning period 

which is unsuccessful, the rate of penalty will be increased to 60%.  If he enters 

into 3 or more unsuccessful tax schemes in that period, he will be “named and 

shamed”.  If the scheme creates tax reliefs, he can also be refused the benefit of 

further reliefs during the warning period. 

 

Where a taxpayer has been issued with a warning notice, he must also make an 

annual return to HMRC confirming that he has not entered into any tax avoidance 

schemes during the previous year. 

 

CBW Tax reaction:  
 

This is getting vicious!  It should make people think twice before entering into 

DOTAS schemes.  It is tough on those who were told that a scheme is not 

notifiable under DOTAS and HMRC subsequently challenge it and issue 

follower notices. 
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Promoters of tax avoidance schemes 

 
There are a number of changes to the POTAS rules to ensure that certain persons 

who display the behaviour of promoting a series of tax avoidance schemes are 

brought within POTAS.  A person displays that behaviour once he has promoted 

three schemes that have been defeated. 

 

Publication of tax strategies of qualifying groups 

 
Multinational enterprises and some other large businesses will be required to 

publicly publish their tax strategies. 

 

Persistently uncooperative large businesses 

 
Sanctions are to be imposed on the “small number of large businesses who engage 

in aggressive tax planning, or refuse to engage with HMRC in an open and 

collaborative manner”.  There are two sanctions – 

 

a) any error made by the business after HMRC gives notice bringing them into 
the scope of the regime will attract a penalty, even if it is a simple mistake, 
if the error relates to a tax avoidance scheme or “a speculative 
interpretation of the law”, and 

b) HMRC will be able to name and shame them. 

 

CBW Tax reaction:  
 

An arrangement is defined as speculative “if it is likely that a court or Tribunal 

would disagree with it”.  It is difficult to understand why HMRC believe that 

anyone would use an arrangement if they think it likely that they will lose.  

Accordingly “likely” probably means “likely to an HMRC Officer with the 

benefit of hindsight”! 

 

 

Penalties in connection with offshore matters and 

offshore transfers 

 
Increased penalties already apply where an error involves an offshore matter.  The 

rules are being amended to create a new penalty structure. 

 

There will also be a new penalty for a person who transfers funds from a bank in 

country A to a bank in country B because country A has agreed to disclose 

information to HMRC and country B has not yet done so. 
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Civil penalties for enablers of offshore tax evasion 

 
From a day to be appointed, there will be new penalties imposed on those - such as 

accountants and lawyers – who enable another person to carry out offshore tax 

evasion.  A person enables if he encourages, assists or otherwise facilitates the 

person to carry out offshore tax evasion.  The accountant has to know when his 

actions were carried out that they enable, or are likely to enable, the other person 

to carry out offshore tax evasion. 

 

CBW Tax reaction:  
 

We don’t like this one little bit!  We know that much advice we give on 

overseas transactions and overseas structures could enable a client to evade 

tax by misusing the structure at a future date.  We think it highly improbable 

that it will be misused, as we would not knowingly act for crooks. 

 

The penalties are the same as those on the client.  For example, if we are 

consulted on a means of reducing tax on an overseas transaction worth 

£100,000 and advise the client to set up a structure to do this, and the client 

subsequently tells a friend about the structure and the friend sets up an 

identical structure to evade £100million, it looks as if we could be liable for a 

penalty of £100million. 

 

 

 

Offshore tax errors publishing details of deliberate tax 

defaulters 

 
This broadens the category of people who HMRC can “name and shame”.  The rules 

for evasion involving an offshore matter will be tougher than those for domestic 

matters.  HMRC will also be able to name and shame third parties who have 

benefitted from the evasion. 

 

Offences relating to offshore income and assets 

 
This is the new criminal offence that has been threatened for the last couple of 

years for those who fail to declare offshore income.  It is an absolute offence.  

HMRC do not need to show that the failure was deliberate.  Not understanding that 

your overseas rental income that has been taxed overseas is also taxable in the UK 

will be sufficient to land you in jail. 
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There will be a reasonable excuse, or taking reasonable care, defence, and the 

provision will apply only if the amount of undeclared income is at least £25,000.  

The offence applies only to income tax and CGT initially, and does not apply to 

trustees. 

 

If you are sent to jail, it will be for a maximum of 51 weeks (or 6 months if you are 

prosecuted in Scotland or Northern Ireland).  You are more likely to be fined 

though. 

 

CBW Tax reaction:  
 

We have said previously that we think this is fundamentally wrong and unfair.  

We have not changed our views. 

 

 

Simple assessment 

 
This is a new power for HMRC to assess a taxpayer under self-assessment without 

him having to first submit a tax return.  The idea is that if the taxpayer’s affairs are 

straightforward and HMRC know all the necessary information already, they do not 

need to wait for a tax return. 

 

CBW Tax reaction:  

 

It will be interesting to see how well this works.  It is a first step towards 

digital tax accounts.  If it works well, that should provide a degree of 

reassurance.  If it doesn’t … 

 

Time limit for self-assessment tax returns 

 
This clarifies the time allowed for making a self-assessment tax return when HMRC 

has served a notice to file a return. “Clarifies”, is used here in its tax meaning of 

“reverses a court decision in favour of the taxpayer”.  It provides that the return 

must be filed within 4 years of the end of the tax year to which the return relates.  

Those who (like the courts) thought there was no time limit are given until 5 April 

2017 to deliver their 2012/13 return. 
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Gift Aid: power to impose penalties on charities and 

intermediaries 

 
HMRC will be given power to penalize a charity that fails to comply with the gift-aid 

regulations. 

 

Data gathering powers: providers of payment or 

intermediary services 

 
HMRC’s power to obtain bulk data from third parties is being extended to electronic 

payment service providers and intermediaries, who facilitate transactions between 

suppliers and their customers. 

 

Data gathering powers: daily penalties for extended 

defaults 

 
This will clarify the existing rules. 

 

Raw tobacco registration scheme 

 
A new scheme is being introduced.  It will become illegal for an unregistered person 

to deal in any way with raw tobacco. 

 

Office of Tax Simplification (OTS) 

 

The OTS is to become a permanent quango.   

 

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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number is OC342571. Registered office address is as above. The term ‘Partner’ denotes a member of Carter Backer Winter LLP.  The information 

contained here is necessarily of a general nature. Specific advice should be sought for specific situations. CBW Tax Limited is a company owned 

by Carter Backer Winter LLP.  Registered office as above.  Registered in England No 8494955.  A list of directors is available from the registered 

office upon request. DFK International provides coordinating and other services to its member firms in connection with such firm’s practices in 

the fields of accounting, auditing, tax and management advisory services. DFK International does not practice in such fields. Each member firm 

is independent and is a separate legal, financial and administrative entity, practicing under the laws in the country where it is based. Member 

firms are locally owned, operated and managed and each is responsible for its own liabilities. No single firm is responsible for the services or 

activities of any other. 

 


