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d: +44 (0)20 7309 3917 



The Summer 2015 Budget Statement      5 
CBW Tax 

 

The new tax rates at a glance 
 

 Proposed    

Income Tax 2016/17  2015/16  

Basic Rate 20% * 20% * 

   - on income up to 32,000  31,785  

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 for 2015/16. The Dividend 

Tax Credit will be abolished from April 2016 and a new Dividend Tax Allowance of £5,000 a year will 
be introduced.  Dividend income above that amount will be taxed at 7.5% for basic rate taxpayers, 
32.5% for 40% taxpayers and 38.1% for 45% taxpayers.  

    £      £  

     

Personal allowance (born after 5 April 1948) 11,000 ** 10,600 ** 

     

     

Age allowance     

      - if born before 6 April 1948 11,000 ** 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 N/A in 2016/17) 

        as Personal Allowance is £11,000 regardless of age)      

     

Marriage Allowance 1,080***  1,060 *** 

Maximum Enterprise Investment Relief 1,000,000  1,000,000  

(income tax relief of 30% (2015/16 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. Those whose income exceeds 
£122,000 do not receive a Personal Allowance.  

*** 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 2016/17  2015/16  

Small company rate (£0 - £300,000) 20%  20%  

Main rate (over £1,500,000) 20%  20%  

Effective marginal rate (£300,000 - £1,500,000) N/A  N/A  

     

     

       £      £  

     

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 
 

 

Tax lock 

The Government will legislate to set a ceiling for the main rates of income tax, the 

standard and reduced rates of VAT, and employer and employee (Class 1) NICs rates.  

This will ensure that they cannot rise above their current (2015-16) levels. In addition, 

the tax lock will ensure that the NICs Upper Earnings Limit cannot rise above the income 

tax higher rate threshold; and will prevent the relevant statutory provisions being used 

to remove any items from the zero rate of VAT and reduced rate of VAT for the duration 

of this Parliament. 

 

Personal allowance 
 

The personal allowance was due (after the March Budget) to increase to £10,800 for 

2016/17 and £11,000 for 2017/18. The amounts have now been raised to £11,000 for 

2016/17 and £11,200 for 2017/18, and the Government intends that it will be £12,500 

by the end of this Parliament in 2020.  

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. 

It is intended that after 2020/21, the personal allowance should increase at least in line 

with the national minimum wage so that a person working for 30 hours a week at the 

national minimum wage will pay nothing on his earnings. 

 

Income tax bands 

The Basic Rate threshold is increased by £215 and the bands for 2016/17 are therefore: 

Basic Rate  Up to £32,000  20% 

Higher Rate  £32,001 to £150,000  40% 

Additional Rate Over  £150,000  45% 

 

The basic rate threshold will increase to £32,400 for 2017/18, and to £37,500 by the end 

of this Parliament. The Higher Rate threshold (i.e. the personal allowance plus the Basic 

Rate threshold) will be £50,000 by 2020; in 2015/16 it is £42,385. The NIC Upper 
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Earnings/Profit Limits will remain aligned to this threshold and will therefore increase to 

£43,000 in 2016/17 and to £43,600 in 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. 

 

Personal savings allowance 

As announced in the March 2015 Budget, 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 a basic rate taxpayer, 

b) The first £500 of such interest for a 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. 

 

 

Taxation of dividends 

 
The Government will abolish the Dividend Tax Credit from April 2016 and introduce a 

new Dividend Tax Allowance of £5,000 a year. The new rates of tax on dividend income 

above the allowance will be 7.5% for basic rate (20%) taxpayers, 32.5% for higher rate 

(40%) taxpayers and 38.1% for additional rate (45%) taxpayers. 
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CBW Tax reaction: 
 

This is a significant increase where a person’s dividend income exceeds £5,000 

pa, i.e. 

 

 
BR HR AR 

    

 
£ £ £ 

Current 
system 

   

    Dividend 100.00 100.00 100.00 

    Tax credit 11.11 11.11 11.11 

    

 
111.11 111.11 111.11 

    Tax 11.11 36.11 41.66 

    Less tax credit 11.11 11.11 11.11 

    Tax nil 25.00 30.55 

    New system 

   

    Dividend 100.00 100.00 100.00 

    Tax 7.50 32.50 38.10 

    Increase 7.50 7.50 7.50 
 

 
Some proprietors of small companies have got into the habit of paying 

themselves by way of dividend rather than salary.  The increase in tax on 
dividends may require this strategy to be revisited although a quick calculation 
suggests that for a higher-rate taxpayer, at least the arithmetic still favours 

dividends. 
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      Bonus - v- dividend before and after the 
Summer 2015 Budget 
 
2015/16 

     

  

Salary Dividend 

  

      

  

£ £ 
  Company profits 

 
100,000 100,000 

  

      Salary 
 

87,874 0 
  

      Employer NI 
 

12,126 0 
  

      Taxable profit 
 

0 100,000 
  

      Corporation Tax 
 

0 20,000 
  

      Post tax profit/dividend. 
 

0 80,000 
  

  
    

  

      

      Personal income 
 

87,874 80,000 
  

      Income tax 
 

35,150 20,000 
  

      NI 
 

1,757 0 
  

      Net 
 

50,967 60,000 
  

  
    

  

                  

      2016/17 

     

  

Salary Dividend 

  

      

  

£ £ 
  Company profits 

 
100,000 100,000 

  

      Salary 
 

87,874 0 
  

      Employer's NI 
 

12,126 0 
  

      Taxable profit 
 

0 100,000 
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      Corporation Tax 
 

0 20,000 
  

      Post tax profit/dividend. 
 

0 80,000 
  

  
    

  

      

      Personal income 
 

87,874 80,000 
  

      Income tax 
 

35,150 26,000 
  

      Employee's NI 
 

1,757 0 
  

      Net 
 

50,967 54,000 
  

  
    

  

      Assumptions made for both years 

1.  The taxpayer is liable to tax at the higher rate (40% on the bonus, 25% on 

the net dividend in 2015/16 and 32.5% on the dividend in 2016/17)   

2.  The taxpayer has used the £5,000 dividend allowance in 2016/17 on other 
dividends    

3.  The basic salary exceeds the NI upper limit and NI is therefore at 2%  

 
 

 

 

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. 

In the March 2015 Budget he has announced that, with effect 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.  Following consultation, the Government 

has decided to delay implementation of this measure until 2017, in order to ensure there 

is a robust package to support consumers in making their decision. It will set out further 

plans for introducing this measure in the autumn. 
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CBW Tax reaction: 
 
As we said in March – and others are increasingly saying – pension freedom 
is fine for the sophisticated investor but is crazy for the average pensioner 
who does not have investment expertise and is likely to be tempted to use 

his pension pot to meet immediate needs without worrying too much about 
the future. 

 
We think that the delay in authorising sales of annuities is largely due to the 

fact that no one has yet indicated a willingness to make a market in annuities 
and to protect the public the Government needs a regulated purchaser. Time 
for some arm-twisting of insurance companies? 
 

CBW Financial Planning are on hand if you need any further assistance.  

Email info@financialplanning.co.uk with your query. 
 

 

 
The Government has also issued a consultation paper on pensions tax relief. 

 

CBW Tax reaction: 

 
This basically says, “pensions tax relief costs a lot of money.  Someone has 

suggested that there should be no up-front tax relief, money in the pension 
pot should grow tax-free and there should be no tax when the money is 
withdrawn.  That sounds great to us but we are a bit worried that it might 

not encourage people to save.  What do you think – and do you have any 
better ideas that will encourage savings while saving the Government 

money”.  So if you have any ideas, George would like to hear from you. 

CBW Financial Planning are on hand if you need any further assistance.  

Email info@financialplanning.co.uk with your query. 
 

 

 

Taxation of lump sum death benefits 
 

From April 2015 lump sum death benefits paid from a registered pension scheme or non-

UK pension scheme are taxed at 45% where the owner of the pension rights dies age 75 

or over. If the deceased was under the age of 75, from April 2015 these lump sum death 

benefits are not taxed unless they are paid out more than two years after the scheme 

mailto:info@financialplanning.co.uk
mailto:info@financialplanning.co.uk
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administrator became aware of the death. The two-year rule does not apply to the 

pension protection lump sum death benefit of the annuity protection lump sum death 

benefit.  

The Government has now confirmed that from April 2016 taxable lump sum death 

benefits will be subject to tax at the recipient's marginal rate of income tax. Where the 

recipient is, for example, a trust or a company and so does not have a marginal rate the 

45% charge will continue to apply. 

 

Pension annual and lifetime allowances 

The annual allowance for individuals with income (including pension contributions) of 

over £150,000 and income (excluding the value of employer pension contributions) of 

over £110,000 will be tapered down from the current £40,000 to £10,000 from 6 April 

2016. 

The reduction will be £1 for every £2 of income over £150,000, so the £10,000 figure will 

be reached at £210,000 of income.  The £110,000 figure is simply an exemption 

threshold to ensure that an exceptional pension contribution will not trigger the 

reduction. 

To give effect to this, the pension input period will need to be aligned with the fiscal year. 

As previously announced, the lifetime allowance will reduce from £1.25m to £1m from 6 

April 2016 (with transitional protection where the fund already exceeds £1m). 

 

Non-doms 

The biggest surprise/shock of the budget was the proposal to limit the tax treatment of 

those who are resident in the UK but domiciled elsewhere.  From 6 April 2017, a person 

who has been resident in the UK for more than 15 of the last 20 tax years will be taxable 

on worldwide income and gains.  They will lose the ability to pay a £90,000 fee to use 

the remittance basis. 

In addition, from the same date, if a person has a UK domicile or origin but a foreign 

domicile of choice, he will be treated for tax purposes as UK domiciled if he is resident 

here. 
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CBW Tax reaction: 
 

The Chancellor expects the changes to raise £1.5bn in extra tax over this 

parliament.  That is probably two years worth of tax as the extra will first 
become due on 1 January 2019, i.e. £750m pa. This is a surprisingly low 

figure.  It suggests that the Chancellor believes that the most wealthy non-
doms will emigrate – and probably take most of their wealth with them. This 
seems an extraordinary large risk for comparatively little extra money. 

The Chancellor intends to issue a consultation paper in the Autumn.  

However this is not consultation on whether it is a sensible move. The 
Chancellor has already decided that it is. The consultation is simply “to get 
the detail right”. 

The wealthiest non-doms are of course fairly mobile. They have houses all 

over the world. The certainty provided by the Statutory Residence Test that 
Mr Osborne introduced in 2012 should make it easy for most non-doms to 
shed UK residence but still spend enough time in this country not to cramp 

their lifestyle too much.   

One of the issues for consultation is split tax years. If a person was UK 
resident for part only of a tax year, should that part year be counted as one 
of the 15 or ignored? 

 

 

If a person is treated as UK domiciled under these provisions but it non-domiciled under 

general law, his children will remain non-doms for tax purposes. However it seems likely 

that if children are born and brought up here, they will become taxable as if they were 

UK domiciled on their 15th birthday. 
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CBW Tax reaction: 

 
There may be scope here for a person to gift assets to his infant children 

before 6 April 2017.  The problem of course is that no one wants to give 
millions of pounds to a five-year old. If the parent has been here for less 

than 17 years, a gift into an overseas trust for the benefit of the children 
would work. If the trust has sufficient flexibility, it might be possible to pass 
assets overseas from generation to generation so that no one becomes 

entitled to income or capital gains after they have been resident here for 15 
years. 

If the parent has been here for more than 17 years, a gift into trust is 
unattractive as it will attract IHT. A sale to a trust with the purchase price 

being outstanding would be feasible though. 

Another possibility is to use a bare trust under which the legal title, and 
therefore effective control, is put into the hands of an adult with the child 
having beneficial ownership. 

The change will also apply for IHT. The effect of this is dealt with in the 
section on inheritance tax.  

 

 

 
2015 London Anniversary Games 

 

Non-UK resident sports people will be exempt from UK income tax on any income 

received as a result of their performance at the 2015 Anniversary Games taking place at 

the Queen Elizabeth II Olympic Park and stadium from 24 to 26 July 2015. 

 

Tax exemption for travel expenses of members of local authorities 

As previously announced, a new exemption from income tax for travel expenses paid to 

councillors by their local authority will be introduced and will apply from 6 April 2016.  

There will be a corresponding National Insurance contributions (NICs) disregard. 
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Review of employee benefits and expenses 

 

Draft legislation has been published setting out the statutory framework for payrolling 

Benefits in Kind (BiKs). These have been extended to include all BiKs other than 

accommodation, beneficial loans and credit tokens and vouchers. The additional 

reporting requirements for employers payrolling cars will be introduced from April 2017. 

 

Employment intermediaries and tax relief for travel and 

subsistence 

 

The Chancellor has published a consultation document concerning proposals to remove 

home-to-work travel and subsistence tax relief where a worker is employed through an 

employment intermediary and under the supervision, direction or control of any person. 

CBW Tax reaction: 

 
Home to work travel is not normally deductible for employees. However 

some intermediaries who place agency staff have set up an arrangement 
under which the individual has an over-riding employment contract, i.e. he is 
employed throughout the year, but the agency is only required to pay him 

when it places him with a client. Travel to the client’s premises thus becomes 
business travel as it is in the course of the employment. 

The Government believes that where the individual is subject to (or to the 
right of) the supervision, direction or control of any person in performing his 

duties, he should be taxed in the same way as an employee. Accordingly 
such a person should not be entitled to deduct the cost of travelling to his 
place of work. 

This is clearly an anomaly that needed to be addressed. We do however have 

a concern that the test of supervision, direction or control is not the test as 
to whether or not a person is an employee; it is what HMRC would like that 
test to be. 
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Rent a room relief 

With effect from 6 April 2016, the tax free income that can be received from renting out 

a room or rooms in an individual’s only or main residential property will increase from 

£4,250 to £7,500 per year. The increase will also apply if an individual rents out rooms in 

a guest house, bed and breakfast or similar establishment, providing that the property is 

their main residence. 

 

CBW Tax reaction: 
 
The £4,250 figure has applied since 1997/98, so it is well overdue for 

updating.  It’s odd how Government seem to overlook indexing reliefs in line 
with inflation but seem keen to index charges! 

 

 

Amendments to tax-advantaged venture capital schemes 

 

This previously announced measure, which has been the subject of consultation, makes 

amendments to EIS and VCT rules. It  

 Specifies the age of a company that is eligible for investment under EIS and VCT  

 Caps the total amount of tax-advantaged investment a company may receive over 

its lifetime  

 Stops the use of EIS and VCT money for acquisitions of businesses  

 Provides that investors are independent from the company in which they invest  

 Introduces higher limits on total investment, age of company and number of 

employees to provide support for knowledge-intensive companies that are 

particularly likely to struggle to access finance  

 Smooths the interaction between SEIS and EIS.  

 

It will be effective from:  

 6 April 2014 for the change to the rule on redemption of shares of SEIS investors  

 6 April 2015 for the provision removing the requirement for 70% of SEIS funds to 

be used before a company may raise funds under EIS or VCT  

 Royal Assent for shares issued under EIS and for investments made by VCTs and 

for determining whether investments held by the VCT are to be regarded as 

qualifying holdings.  

It is subject to final approval by the European Commission on state aids. 
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Sporting testimonials 

 

HMRC have issued a consultation paper of the taxation of the receipts received by a 

sportsman from a testimonial match. The current HMRC guidance states that the receipt 

is income of the sportsman if there is a contractual entitlement to a testimonial or a 

testimonial is customary.  It goes on to say that where neither of these conditions exist, 

the proceeds are not taxable as income and “This will usually be the case where the 

match or benefit period is organised by a testimonial committee independent of the 

club”. 

When HMRC say “usually” they of course mean “in very rare circumstances”. The 

consultation document spells out those circumstances and seeks views as to whether a 

change in the law might be helpful.  
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Business Tax 

 

Annual Investment Allowance 
 

The Annual Investment Allowance (AIA) which applies to most expenditure on plant and 

machinery (the main exclusion being cars), will increase to £200,000 for expenditure 

after 1 January 2016.  The Chancellor has described this as a permanent increase. 

 

 

CBW Tax reaction: 
 

The AIA has been a bit of a political football. It was introduced in 2008 at 

£50,000, was bumped up to £500,000 for two years, then down to £100,000 
for a year and to £25,000 for another year. It was then increased to 

£250,000 from 1 January 2013 and to £500,000 from 1 April 2014.  At the 
time, Mr Osborne described that as a temporary increase and said the 
allowance would revert to £25,000 from 1 January 2016. He now seems to 

have had second thoughts (or possibly has been freed from the Lib Dem 
shackles) and has now picked on £200,000. 

The AIA was intended as an incentive for businesses to invest. Most 
investment decisions are made after careful thought; a business does not 

suddenly decide to invest £100,000. The alarming yo-yo-ing of the rate on 
almost an annual basis seemed irrationally to assume that the timing of such 

investment decisions could be readily changed. We hope that the £200,000 
figure is going to remain at that level for at least the rest of this parliament 
so that businesses are able to take the existence of this incentive into 

account in making investment decisions. 

 

 

 

Restricting finance cost relief for landlords 

The amount of income tax relief landlords can get on residential property finance costs 

(such as mortgage interest) will be restricted to the 20% basic rate of tax. This will 

ensure that landlords with higher incomes no longer receive the most generous tax 

treatment. To give landlords time to adjust this charge will be phased in as follows – 

 

- 2017/18 full relief for 75% of finance costs and basic rate relief on the rest 

- 2018/19 full relief for 50% of finance costs and basic rate relief on the rest 

- 2019/20 full relief for 25% of finance costs and basic rate relief on the rest 
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CBW Tax reaction: 
 
The rapid increase in buy-to-let investments has undoubtedly significantly 

aggravated the problem of young people getting on the housing ladder.  With 
no tax relief for home mortgage interest, a first-time buyer cannot hope to 
compete with a landlord 40% or 45% of whose interest costs is subsidised by 

the taxpayer. 

Accordingly curbing the growth of buy-to-let is not unreasonable.  It needs to 

be realised however that this restriction applies to all residential property 
investment.  It will hit the non-resident investing in UK residential property 

and large residential property investment companies as well as buy-to-let 
landlords. 

 

 

 

Wear and tear allowance 
 

From 6 April 2016, the 10% wear and tear allowance given in calculating the income 

from residential furnished lettings will be scrapped.  Instead landlords will be able to 

deduct the actual cost of replacing furnishings. 

 

Extension of averaging period for farmers 
 

The Government has confirmed that the averaging period for farmers will be extended to 

5 years.  A consultation document has been issued to explore ways in which the 

extension could be designed and implemented. 
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Corporation Tax 
 

 

Rates 
 

From 1 April 2017, the single rate of corporation tax will reduce from 20% to 19%.  It 

will be reduced further to 18% from 1 April 2020. 

 

 

 

Modernising the taxation of corporate debt 

 
The loan relationship rules will be amended: 

 

a) To bring the calculation of interest received in line with the accounting treatment, 

i.e. to ensure that it is taxed on an accruals basis, 

 

b) To avoid a tax charge arising where arrangements are made to restructure a debt 

to save a company from insolvency, such as waiving all or part of a debt or 

modifying its repayment terms, 

 

c) By introducing a new widely-drawn anti-avoidance provision to counter 

arrangements whose main purpose is to obtain a tax advantage by way of the 

loan relationship of derivate contract rules. This will enable some targeted anti-

avoidance rules to be repealed. 

 

CBW Tax reaction: 
 
The Government’s objective is that the UK should have the most competitive 

rate of corporation tax in the developed world. It is hoped that this will 
attract overseas businesses to the UK.  Unfortunately the non-dom changes 
seem to send out a contradictory message that, while we want the business 

we don’t want its executives to stay here long-term, such mixed messages 
are not normally attractive enticements! 

The reduction in the tax rate is not a free gift from Government. It is being 
paid for by the increase in the effective rate of income tax on corporate 

dividends. Nevertheless, large businesses generally welcome a shift in the 
burden of tax from the business to its owners. Small owner-managed 

businesses would probably prefer to leave the rate at 20% but who in 
Government really cares about such businesses? 
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Payment dates 
 

For the largest companies with taxable profits in excess of £20million, the current 

quarterly instalment dates will move from months 7, 10, 13 and 16 to months 3, 6, 9 

and 12 in their accounting period. This will apply for accounting periods commencing 1 

April 2017. Where a company is a member of a group, the profit threshold will be divided 

by the number of companies in the group. 

 

     

Goodwill 

 
Corporation tax relief for the cost of goodwill and other customer-related intangible 

assets acquired after 7 July 2015 (other than under an unconditional contract entered 

into before that date) will be withdrawn. Instead the cost will be deductible only when 

the asset is sold. 

 

CBW Tax reaction: 
 
The help for restructuring is obviously welcome. 

30 years ago one deducted interest when it was paid and was taxed on it 
when it was received. This was obviously not simple enough, so these rules 

were replaced by the loan relationships legislation, which today is one of the 
most complex areas of the tax legislation and is riddled with tax minefields.  

Accordingly more changes to an already largely unintelligible regime are 
depressing. 

While in theory we like repeals of no longer needed legislation, the 
replacement of targeted anti-avoidance rules which can be readily applied, 

with broad, brush rules which create uncertainty is also likely to be 
unwelcome to most companies. 

 

CBW Tax reaction: 
 
This is a major surprise. It is designed to stop the purchase of the assets of a 
business rather than the shares of the company that owns the business.  
However it is not limited to such circumstances. 

It effectively denies corporation tax relief for all purchased goodwill while 
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Research and development tax credits: Universities and charities 
 

From 1 August 2015, universities and charities will be unable to claim the R&D tax credit 

that applies to research carried out by large companies. This is in line with the original 

intention of the policy. It was never envisaged that universities would qualify as large 

companies as their R&D businesses are a tiny part of the university, but eligibility for 

credits depends on the size of the entity as a whole. 

 

 

Simplifying the link company requirements 
 

Consortium relief (a type of group relief) is available where the loss making company or 

its holding company is owned by a consortium. In most groups the interest in the 

consortium is held through a special company (the link company). A loss by the trading 

vehicle can flow through the link company so that it can be utilised elsewhere in the 

“parent” company’s group. However, to do this the link company needs to be resident in 

the UK or the European Economic Area. This requirement is being removed from 10 

December 2014. 

    

leaving the profit on a sale of goodwill (and related assets such as customer 

lists) as trading income. However a loss on disposal will be treated as a non-
trading loss. It is not clear if it will become a CGT loss or will not attract tax 

relief at all. 

It can still sometimes make sense to purchase a business rather than shares 

where a company has substantial assets attracting capital allowances but 
obviously makes the decision more difficult. Anyone in the process of buying 

a business should probably wait at least until the Finance Bill is published 
(which is expected to be next Wednesday) before signing a purchase 
contract. 

 

 

CBW Tax reaction: 
 
Initially the link company had to be UK resident, but in 2010 the UK was 
forced by the EU to extend it to all EU incorporated companies. It is not clear 
if this further relaxation beyond the EU is in the general interest of global 

trade or is a precursor to the UK voting to leave the EU! 
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Controlled Foreign Company: Loss restriction 

 
The Controlled Foreign Company (CFC) legislation, which in general applies only to large 

groups, aims to tax a UK parent company on UK-related profits diverted to overseas 

subsidiaries in tax havens. HMRC has worked out that taxing the parent means that UK 

losses of other group companies can be offset under group relief against the offshore 

profit. That was not the intention. The tax charge is imposed on the parent because it 

cannot be collected from an overseas subsidiary. From 8 July 2015, CFC profits will cease 

to be treated as profits of the parent company for the purpose of loss relief or group 

relief. 

 
Bank corporation tax surcharge 
 

From 1 January 2016, the Government will introduce a corporation tax surcharge on 

banking sector profit of 8%. This will be applied to corporation tax profits before the use 

of existing carry forward losses and will only be applied on the excess of £25million 

profits within a group. 

 

Bank levy reform 
 
To offset this surcharge, the full bank levy rate of 0.21% will be reduced to 0.18% for 

2016, 0.17% for 2017, 0.16% for 2018, 0.15% for 2019, 0.14% for 2020 and 0.10% for 

2021. To try to keep HSBC in the UK, the rules will also be revised so that the charge is 

limited by reference to UK assets. 

 

Restructuring tax relief for banks’ compensation payments 
 
Banks will not be entitled to tax relief for payments after 8 July 2015 to compensate their 

customers in relation to losses by the bank’s past misconduct and management failures – 

such as mis-selling Swaps or payment protection insurance. The disallowance will also 

apply to related costs such as legal fees, reviewing the advice, etc. 

 

Scottish Savings Banks 
 

It is not surprising that the 340 page Finance Bill bulldozed through parliament last 

March with only six hours of debate on the entire Bill contains anomalies. One that has 

already come to light is that when the restriction on the use of carry forward losses of 

banks and building societies was introduced, a £25million exemption was given for 

building societies but no one realised that many Scottish Building Societies were 

established under the Savings Bank (Scotland) Act 1819, so the exemption did not cover 

them. This oversight is to be corrected from 1 April 2015. 
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Updating bank definitions 

 
The definition of a bank for tax purposes will be aligned with the definition used for 

regulatory purposes (they are different because the regulatory rules are EU rules). 
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Capital Gains Tax 
 
Carried interests of investment managers 

Individuals involved in investment management for private equity and other investment 

funds are often given a notional interest in the investment vehicle, which is colloquially 

called a carried interest.  When the fund is liquidated, the investment manager receives 

his share of the gain.  It is taxed on him as a capital gain in the same way as investors in 

the scheme are charged to CGT on the increase in value of their investment.  HMRC has 

published Statement of Practice D12 (SoPD12) which sets out an agreed interpretation of 

how the tax legislation operates in these circumstances. The current application of 

SoPD12, together with tax planning techniques, can result in fund managers being 

charged to capital gains tax on amounts significantly lower than their actual economic 

returns. 

The new legislation will provide that, where an individual performs investment 

management services for a collective investment scheme through an arrangement 

involving one or more partnerships, then any sums received in respect of carried interest 

under that arrangement will constitute a chargeable gain and be subject to capital gains 

tax. This will cover the entire sum received by an individual, regardless of the items 

notionally applied to satisfy the carried interest at the level of the partnership or other 

entity in the fund structure.  Only specified sums will be allowable as a deduction against 

the sum received when calculating the chargeable gain to ensure that individuals are 

charged to tax on their true economic profit. In particular, a deduction will only be 

allowed for consideration actually given by the individual (if any) in return for the carried 

interest rather than for the amount that would be allowed under SoPD12. Provision will 

be made to ensure that credit is given for employment income tax charges where 

relevant. 

This measure will have effect on all carried interest arising on or after 8 July 2015, 

whenever the arrangements were entered into.  It will not affect genuine investments in 

funds made by managers on an arm’s length basis (known as “co-invest”). 

The Government has also published a consultation document on the taxation of 

performance linked rewards paid to asset managers.  The intention is that if the fund is 

investing the carried interest should be a capital gain, but if the fund is trading, the 

carried interest should be taxed on the investment manager as income. 

There is a concern that some funds are seeking to disguise trading profits as 

investments.  The Government accordingly thinks that legislation is needed to distinguish 

between the two.  However they do not want to base this distinction on case law.  They 

would like to create a special rule for investment managers. 
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Inheritance Tax (IHT) 

 

Nil rate band 
 
The nil rate band will remain at £325,000 to at least 5 April 2021. However an additional 

main residence nil rate band (see below) will also apply for deaths after 5 April 2017. 

 

Non-doms 

The Chancellor’s attack on non-doms extends to IHT. As for income tax and CGT, a 

person will be treated as deemed domiciled once he has been UK resident for 15 out of 

the previous 20 years (instead of the current 17 out of 20) and a person with a UK 

domicile of origin who has acquired an overseas domicile of choice will be treated as 

deemed domiciled from the time he takes up UK residence. 

If the individual has been resident here for 20 or more years, the IHT charge cannot be 

avoided by emigrating before 6 April 2017 as there will be no “grandfathering” and no 

transitional rules. This means that the individual would remain within the scope of IHT for 

five years after emigrating. 

 

 

CBW Tax reaction: 

 
Many non-doms have greater wealth than they are likely to need for the rest 
of their lives.  Increasingly the wealthy, particularly those who have created 
their wealth rather than inherited it, are leaving substantial sums to charity 

on their death.  Such a person might consider setting up a UK charitable 
trust before 6 April 2017 and gifting a substantial amount to the charity now.  

The individual can be a trustee of the charity so can effectively retain control 
over the investment of the funds.  Provided the gift is made overseas, 
settling the trust does not trigger a remittance for income tax or CGT 

purposes.  As the gift is a gift to a UK charity, it does not trigger IHT either.  
A charity is exempt from income tax and CGT on investment income so the 

wealth can still grow tax-free, albeit that the growth will benefit charities, not 
the donor’s family, but the reality in many cases is that is what would have 
happened in any event. 
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UK residential property held through offshore companies, etc. 

From 6 April 2017 an individual or a trust which owns UK residential property through an 

offshore company, partnership or other opaque vehicle will be treated as owning the 

property for IHT purposes. 

The IHT on residential properties owned by offshore vehicles will apply not only on death 

of the shareholder, but on a gift of the shares into a trust, the 10-year anniversary of a 

trust and a distribution of the shares out of the trust. 

 

CBW Tax reaction: 
 
It is not wholly clear what will be caught. 

The HMRC technical briefing states that the definition of residential property 
will be based on the ATED rules but will go further than ATED.  However it 
goes on to say that broadly it will apply to the same properties as are 

covered by the non-resident CGT legislation introduced in Finance Act 2015.  
It appears that the latter is intended, i.e. it will not merely apply where a 

non-dom owns his UK house through an offshore company.  It will also apply 
to residential rental properties held through offshore companies. 
 
 
 

It is important to realise that this change is not limited to non-doms living in the UK. It 

applies IHT to all UK property investment through overseas companies irrespective of the 

residence of the shareholder. 

 

 

CBW Tax reaction: 

 
A consultation document on the details has been promised for Autumn.  

There are obvious valuation issues.  How does one value a 7% interest in a 
company that owns both UK and non-UK properties where only the part of 
the value attributable to the UK residential properties is to be taxed?  

Similarly how does one value a minority interest in a company that owns a 
shop with a flat above it which is ripe for redevelopment but only the part of 

the value attributable to the flat is within the scope of tax? 
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We are told that “HMRC’s research suggests that the most common reason for 

enveloping properties is IHT planning undertaken by non-doms”. As such IHT planning 

will no longer work from 6 April 2017, they think that more people will want to de-

envelope their properties but may be deterred by the costs of doing so. Accordingly this 

will be considered during the consultation. 

 

CBW Tax reaction: 

 
It is unclear why HMRC had to carry out research. Everyone told them at the 

time ATED was introduced that IHT was the driver for holding properties 
through offshore companies. 

The main cost of de-enveloping is SDLT. The hint that this might be eased to 
facilitate de-enveloping suggests that anyone considering doing this should 

wait until after the consultation.  Stamp duty charges are rarely, if ever, 
retrospective, so acting prematurely will forfeit any relief that might be 
introduced. 
 

 

 
Emigration 

 
A person who is UK domiciled and goes abroad permanently so that he will acquire a 

foreign domicile of choice (or lose his UK domicile if he has a foreign domicile of origin) is 

currently treated as remaining UK domiciled for four tax years after shedding UK 

domicile.  From 6 April 2017, the period of deemed continued domicile will increase to 

five years. 

 

 

Nil rate band and main residence 
 

For transfers on death (but not on lifetime gifts) after 5 April 2017, an individual will 

have an additional nil-rate band which can be used only against the value of his main 

residence and only to the extent that his interest in the residence passes to his children. 

 

 

Although the Chancellor referred to a £175,000 amount, it is being phased in. The actual 

extra amount is being phased in as follows. 

 

 2017/18   £100,000 

 2018/19   £125,000 

 2019/20   £150,000 

 2020/21   £175,000 

 2021/22 onwards  £175,000 indexed in line with CPI 
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CBW Tax reaction: 
 
This seems to operate very unfairly. 

a) Amy and Betty are spinster sisters. They have lived in the family home 
since the death of their parents 20 years ago. The house is worth £1m.  

Amy dies and leaves her half share in the house to Betty. The nil rate 
band is £325,000, so there is a tax liability of £175,000 @ 40% = 
£70,000.  Betty will have to sell the house to pay the tax. 

 
b) John and Mary live in a house worth £1m. John dies and leaves his 

share in the house to his son, Jim, who is a wealthy banker. No IHT is 
payable. However Mary is vulnerable to Jim forcing a sale of the 
house, so this is not an attractive strategy. 

 
c) John, in the above example, leaves his son £500,000 instead of his 

share of the house. The nil rate band is only £325,000. 
 

d) John, in the above example, has a disabled nephew, Fred, who John 

and Mary have looked after for the last 30 years. John leaves his half 
share in the house to Fred as Fred is in need of care whereas Jim is 

rich in his own right. The nil rate band is only £325,000. 
 

e) Jack and Jill jointly own a house worth £400,000 plus investments of 

£600,000.  Everything is owned equally. Jack dies and leaves his share 
in the house to their daughter. It is not clear whether the additional 

exemption applies, i.e. whether Jack’s £325,000 nil rate band has to 
be set against the house so that the £200,000 value is fully relieved 
and no additional main residence nil rate band applies, whether it can 

be set first against his share of the investments so that the full 
additional nil rate bank applies, or it has to be set rateably against the 

house and other assets (so that 4/10ths, or £140,000, is used against 
the house leaving £60,000 additional nil rate band). 
 

We are sure that George Osborne believes this is fair. We don’t though! 
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The additional relief will also be available where a person downsizes or ceases to own a 

home after 7 July 2015 and assets of an equivalent value are passed on death to direct 

descendants.   

 

CBW Tax reaction: 

 
It is not wholly clear what is meant by an equivalent value. Suppose Mark 
owns a house worth £400,000.  He sells this in August 2015 and rents 
instead.  When he dies 10 years later the market value of the house is 

£600,000. Is the “equivalent value £400,000, so the extra relief is £75,000 
or is it £600,000, so the extra relief is £175,000? 

Again it is hard to see any fairness. Suppose Bill has never owned a house 
but has always rented. On his death he has investments of £800,000, which 

he leaves to his grandchildren. His friend Ben used to own a house worth 
£500,000, but sold it in September 2015. At the time of his death he owns 
investments of £800,000, which he leaves to his grandchildren.  Why should 

Bill’s grandchildren have a tax bill of £190,000 (£800,000 - £325,000) @ 
40%) but Ben’s only owe £120,000 (£800,000 - £500,000 @ 40%) when 

they receive exactly the same assets. 

 

 

The additional main residence nil rate band can be utilized by the surviving spouse if it is 

not utilized on the first death. This applies if the surviving spouse or civil partner dies 

after 7 October 2007, irrespective of when the other spouse died. 

 

CBW Tax reaction: 

 
We do not have a clue what this means.  How can someone who died in 2007 

attract a relief that will not be introduced until 6 April 2017? 

 

 

The relief can apply to only one house. However where a person owned more than one 

residence, the executors can choose which attracts the relief. The property chosen does 

not have to be the person’s residence at the time of death, as long as it was used as his 

residence at some time in his period of ownership. 
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Simplifying changes on trusts 

 
As previously announced, the IHT 10-yearly and exit charge will be simplified by leaving 

non-relevant property (property not within the 10-yearly charge regime) out of account 

in determining the tax rate on the chargeable property. This will apply from the date of 

Royal Assent to the Finance Act. 

 

 

Pilot trusts 

As previously announced, pilot trusts will be blocked. What used to happen was that a 

person would settle £10 into each of a number of trusts set up on consecutive days. On 

death he would leave a portion of his estate to each trust. Because the trusts were 

created on different days, each had its own £325,000 nil rate band for the 10-yearly 

charge. In future, all trusts to which additions are made on the same day will share a 

single nil rate band. This applies where additions to the trust (such as on death) are 

made after the date of Royal Assent. 

 

 

CBW Tax reaction: 

 
It is surprising it has taken so long to close down the device. 

 

 

Claims for Conditional Exemption 

Certain heritage property is exempt from IHT until it is sold. A claim for relief has to be 

made. Some trustees did not realise that the claim needed to be made at the time of the 

10-yearly charge where on death the property passed into trust. The time limit for a 

claim was very short (30 days). This will be extended to two years from the date of the 

10-yearly charge. 

 

Life interest of surviving spouse 

Trusts created before March 2006 where a beneficiary had an interest in possession, such 

as a life interest, are outside the scope of the 10-yearly charge as they are taxed under a 

different regime. However on the death of the life tenant, they come within the 10-yearly 

charge regime. The rules will be amended to make clear that this applies even where on 

the death of the life tenant his surviving spouse becomes entitled to an interest in 

possession. 
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Appointment to surviving spouse 

 
Where property comes out of a will trust within 3 months of the death and passes to the 

deceased’s surviving spouse or civil partner, it will in future be treated as never having 

been settled, so that the spouse exemption will apply from the date of death. 

 
Late payment interest 

 
To support the introduction of online filing for IHT returns, the rules on interest on 

overdue tax and penalties will be aligned with those which apply to other taxes. This will 

not happen until the online service goes live, which is expected to be during the current 

tax year. 
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Miscellaneous Taxes 

 

National Insurance 
 

The £2,000 Employment Allowance (which allows businesses and charities to keep the 

first £2,000 pa. of the employer’s part of their N.I. contributions) will rise to £3,000 from 

6 April 2016. 

However from 6 April 2016, a company where the director is the sole employee will cease 

to be entitled to the Employment Allowance. 

 

Insurance premium tax 

From November 2015, the rate of IPT will increase from 6% to 9.5%.  

 

Aggregates Levy 

There used to be an exemption from the aggregates levy for the commercial exploitation 

of slate, shale, clay and spoil from ball and china clay extraction. The European 

Commission considered the exemption to be in breach of EU law so it was suspended 

from 1 April 2014. The UK has now convinced the Commission that the exemption is 

legitimate other than in relation to some shale. Accordingly the exemption will be 

reinstated and HMRC will repay (with interest) levy collected since 1 April 2014 that 

would not have been due had the levy not been expended. Shale used for construction 

purposes will not attract the exemption but that used in industrial processes will continue 

to be exempt. 

 

Climate Change Levy 

The exemption from CCL for renewable source electricity (RSE) which is supplied to 

business or public sector consumers under the terms of a renewable source contract will 

be withdrawn from 31 July 2015 (with transitional relief for suppliers who have 

accumulated exemption certificates before that date). 

 

CBW Tax Reaction: 

 
This appears to be the start of the dismantling of the Lib Dem incentives for 

green energy. 
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Vehicle Excise Duty 
 

A new system of VED is to be introduced for cars first registered after 31 March 2017. 

The rate of VED in the first year will be based on the carbon emissions of the car, 

starting at £10 for those with emissions under 50g/km and rising to £2,000 for those 

which exceed 2,000g/km. Cars with a list price above £40,000 will also attract a £310 

supplement for five years. 

In the second and subsequent years there will be a flat rate charge of £140 (except for 

zero-emission cars which will be exempt and expensive cars which will attract the £310 

surcharge for the first four years). 

The current system will continue to apply to cars registered before 1 April 2017. 

 

 

 

 

  



The Summer 2015 Budget Statement      36 
CBW Tax 

 

Administration 
 

 

Direct recovery of tax debts 

The legislation which has been threatened for some time to enable HMRC to raid your 

bank account if you are late in paying your tax will be included in the forthcoming 

Finance Bill.  

 

 

CBW Tax reaction: 
 

We do not propose to add much to what we have said in our last two budget 
commentaries (it was called Enforcement by deduction from Accounts last 

March). This is bad law. We accept that HMRC have built in so many 
safeguards that they are unlikely to have to use the power, but if one of the 
safeguards goes wrong the consequences are likely to be horrific for the 

unfortunate taxpayer concerned and highly damaging to what is left of the 

reputation for fairness of HMRC. 

 

 

Simplification of HMRC debtor and creditor interest rates 

 
Where HMRC lose a court case, the court sometimes has power to require it to pay 

interest under the Judgement Act 1838 or the County Courts Act 1984. They can 

sometimes also require HMRC to pay compound interest. Such interest is normally 

significantly higher than the statutory rate of interest on overpaid tax. Accordingly the 

legislation will be “simplified” by disapplying the above legislation for tax claims. 

 

 

 

CBW Tax reaction: 
 

Reducing the interest that HMRC have to pay where they charge tax that is 
not legally due is a novel definition of “simplification”! 
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Tackling offshore evasion 

 
Legislation is to be introduced to require financial institutions, tax advisors and other 

professionals that may be aware of (or may have given advice in respect of) an offshore 

account to notify their customers that: 

 

a) From 2017 HMRC will begin to receive information from other tax authorities, 

 

b) HMRC will open a time-limited disclosure facility in early 2016 to allow non-

compliant taxpayers to correct their tax affairs, and 

 

c) If non-compliant taxpayers continue to conceal their tax affairs, HMRC will enforce 

tough penalties for offshore evasion 

 
 

 

CBW Tax Reaction: 
 

This seems to be predicated on the false premise that appears to be growing 
within HMRC that agents such as CBW help clients evade tax by hiding 

money overseas. 

For the avoidance of doubt, CBW does not either assist or knowingly allow 

clients to evade UK tax. Nor do we know of any other professional firms that 
do either of these things. 

Accordingly if we write to you next year in compliance with the legislation, 
please do not blame us for wasting your time or think that we believe you 

may be dishonest. Blame Mr Osborne instead. 

 

 

 

Tackling the hidden economy 
 
The Government intend to extend HMRC’s powers to acquire data from online 

intermediaries and electronic payment providers “to find those operating in the hidden 

economy”. 

 

There will be a consultation later in the year. 
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Additional compliance resources for HMRC 

 
HMRC are to be given £300million to tackle non-compliance by small and medium-sized 

businesses, public bodies and affluent individuals. 

In addition, additional funding will be provided to HMRC to assist it in dealing with 

evasion, avoidance and aggressive tax planning by large businesses.   

There will be further consultation in respect of increased compliance and tax 

transparency with a view to introducing “special measures” to tackle those businesses 

that persistently adopt highly aggressive behaviours.  This will include the introduction of 

a voluntary Code of Practice defining the standards that HMRC expects large businesses 

to meet in their relationship with HMRC. 
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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. 

 

Please feel free to contact the CBW Tax team or your 

CBW partner if you wish to discuss any of the issues in 

this document. 
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Contact Us 
 
CBW                                            t: + 44 (0)20 7309 3800 
66 Prescot Street                       f: + 44 (0)20 7309 3801 
London                                       e: info@cbw.co.uk 
E1 8NN                                       w: cbw.co.uk 
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