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CBW Tax team 

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

The announcement that Robert had won the 2013 Lifetime Achievement 
Award was met with a standing ovation. Robert is well-loved and much 
respected – with good reason. Amongst other appointments, Robert is 
involved with the ICAEW Tax Faculty and the Institute of Indirect Taxation, of 
which he is the Technical Director.

Robert Maas
+44 (0)20 7309 3800 | robert.maas@cbw.co.uk

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

Thomas Adcock
+44 (0)20 7309 3856 | thomas.adcock@cbw.co.uk

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.

Andy White
+44 (0)20 7309 3917 | andy.white@cbw.co.uk
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New tax rates at a glance 

Proposed
Income Tax 2017/18 2016/17
Basic Rate 20%* 20%*
  - on income up to 33,500 32,000
Higher Rate 40% 40%
  - on income up to 150,000 150,000
Additional Rate on excess 45% 45%

** This allowance reduces where the income is above £100,000 – by £1 for every £2 of income above the £100,000 limit. This 
reduction applies irrespective of age.  

*** This transferable allowance is available to married couples and civil partners born after 5 April 1935. A non-taxpayer or a basic rate 
taxpayer can transfer up to this amount of their personal allowance to their spouse or civil partner. The recipient must be a basic rate 
taxpayer. The relief is given at 20%

Corporation Tax 2017/18 2016/17

Main rate 19% 20%

*The starting rate of 0%, for savings income only, had a limit of £5,000 in 2016/17 and this 

will continue in 2017/18. If an individual’s taxable non-savings income is above this, that rate 

will not apply. 

Dividend Allowance 5,000 5,000
Tax rate on dividends above the Dividend Allowance

- Basic Rate Taxpayer 7.5% 7.5%
- Higher Rate Taxpayer 32.5% 32.5%
- Additional rate Taxpayer 38.1% 38.1%

 £ £
Personal allowance (born after 5 April 1938) 11,500 ** 11,000 **
Personal Savings Allowance

- Basic Rate Taxpayer 1,000  1,000
- Higher Rate Taxpayer 500  500
- Additional rate Taxpayer     -  -

Married couple’s allowance (born before 6 April 1938)
Maximum 8,445   8,355
Minimum 3,260  3,220
Married couple’s allowance is reduced by half of the excess of income over £28,000 (£27,700 in 
2016/17). It is given at10%.
Blind persons relief 2,320 2,290
Marriage Allowance 1,150*** 1,100 ***
Maximum Enterprise Investment Relief 1,000,000 1,000,000
(income tax relief of 30% (2016/17 30%) limited to income tax paid)

Capital Gains Tax £ £

Annual Exemption for individuals 11,300 11,100

Value Added Tax

VAT Registration Threshold 85,000 83,000

Inheritance Tax

Rate 40% **** 40% ****
Nil Rate Band 325,000 325,000
Residence Nil Rate Band 100,000 N/A
**** 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 

CBW reaction:
Mr Hammond thinks that Mr 
Osborne was far too generous to 
pensioners and to entrepreneurs 
who are the primary beneficiaries 
of Mr Osborne’s largesse.It is still 
cheaper to extract funds from a 
company as a dividend than as 
remuneration.

Dividend allowance reduction
The dividend allowance (or rather nil rate band) is being reduced from 
£5,000 to £2,000 from April 2018.

Rates and allowances
For the first time, Finance Bill 2017 will separate income tax rates and 
allowances into three distinct groups. The rates will be separated into:

• ‘main rates’ (for ‘non-savings, non-dividend’ income of taxpayers in 
England, Wales and Northern Ireland)

• ‘savings rates’ (savings income of all UK taxpayers)
• ‘default rates’ (a very limited category of income taxpayers not falling 

into the first two groups such as trustees and non-residents)

In addition, from April 2017 the Scottish Parliament will set income tax rates 
and thresholds on non-savings, non-dividend income for Scottish taxpayers.

CBW reacton: 
So much for Mr Osborne always 
talking about simplification. This 
is a permanent reminder of his 
interpretation of the word.

Trading and property income allowances
As previously announced, Finance Bill 2017 will introduce two new 
income tax allowances – one for trading income and one for property 
income. Each allowance will be £1,000 and can be deducted from income 
instead of actual expenses (in a similar way that rent-a-room relief 
applies). The trading allowance will also apply to certain miscellaneous 
income from providing assets or services.

Anti-avoidance rules will be introduced to prevent the allowances from 
applying to income of a participator in a connected close company or to 
partnership income.

Social investment tax relief
As previously announced, with effect from 6 April 2017, the following 
changes will be made to the requirements for the Social Investment Tax 
Relief scheme:

• an increase to £1.5 million in the maximum lifetime investment that 
can be received (but only where the initial risk finance investment is 
received no later than seven years after the social enterprise’s first 
commercial sale)

• reduction in the limit on full-time equivalent employees to below 250 
employees
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• to target the scheme properly certain activities will be excluded, 
including asset leasing and on-lending (investment in nursing homes 
and residential care homes will also be excluded initially but the 
government does intend to introduce an accreditation system to 
allow future qualification)

•  excluding the use of money raised to pay off existing loans

•  clarification that individuals must be independent from the social 
enterprise to be able to claim relief

• introduction of anti-avoidance for arrangements designed to deliver 
a benefit to an individual or party connected to the social enterprise

CBW Reaction:
This is nasty. In many cases, such 
as with interest-free loans, small 
businesses are unaware that a 
benefit arises until the accounts 
are prepared – at which time it will 
be too late to avoid the charge.

Tax-advantaged venture capital schemes
As previously announced, requirements of the Enterprise Investment 
Scheme (EIS), the Seed Enterprise Investment Scheme (SEIS) and 
Venture Capital Trusts (VCTs) will be amended as follows:

• for EIS and SEIS shares issued on or after 5 December 2016, rights to 
convert shares from one class to another will be excluded from being 
an arrangement for the disposal of those shares within the no pre-
arranged exits requirements 

•  to align with EIS, for investments made on or after 6 April 2017 
provision will be made to allow follow-on investments made by VCTs 
in companies with certain group structures

• to provide greater certainty to VCTs, with effect from Royal 
Assent of Finance Bill 2017 a power will be introduced to enable 
VCT regulations to be made in relation to certain share for share 
exchanges

In addition, a summary of responses to a consultation on options to 
streamline and prioritise the advance assurance service will be published 
in due course.

Date for reimbursing benefits in kind 
An employee can make a reimbursement of a benefit in kind to reduce 
the taxable value of the benefit in kind, sometimes to nil.

As previously announced, legislation will be included in Finance Bill 2017 
to align the date for employees making a reimbursement to the deadline 
for submission of P11Ds. For tax liabilities arising in the tax year 2017/18 
and beyond, the deadline will be 6 July following the tax year. So any 
reimbursement by then will reduce or extinguish the taxable value of the 
benefit in kind.

Salary sacrifice arrangements
As previously announced, with effect from 6 April 2017 income tax and 
employer National Insurance Contributions advantages will be removed 
where benefits in kind are provided through salary sacrifice or similar 
optional remuneration arrangements.

There will be transitional rules to protect employees who entered into 
contractual arrangements before 6 April 2017. This protection will apply 
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until the earlier of variation / renewal of contract and 6 April 2018 for 
most arrangements. A later final date of 6 April 2021 will apply to cars 
with emissions above 75g CO2 per kilometre, accommodation and school 
fees.

The following benefits will be excluded from this measure:

• employer-provided pensions and pension advice

• childcare vouchers, employer-provided childcare and workplace 
nurseries

• cycle to work schemes

• ultra-low emissions cars (i.e. those not exceeding 75g CO2 per 
kilometre)

CBW Reaction:
This is of course the charge on 
outstanding loans from employee 
benefit trusts where the company 
has not accepted the HMRC view 
that the loan is remuneration.

CBW Reaction:
“Clarify” seems to be here used in 
the HMRC sense of abolish.

The withdrawal of foreign 
service relief seems particularly 
unreasonable. This exempts 
the termination payment where 
a person works most of his life 
abroad and is sent back to the UK 
by his long-term employer at the 
end of his career. The concept is 
that as the foreign salary was not 
taxable in the UK, a termination 
payment to recognise the long-
term employment should not be 
taxable here either.

Reform of tax treatment of termination payments
As previously announced, legislation will be introduced to tighten and 
clarify the tax treatment of termination payments from 6 April 2018, 
including:

• making all contractual and non-contractual payments in lieu of notice 
taxable as earnings

•  requiring employers to tax the equivalent of an employee’s basic pay 
where notice is not worked

•  alignment of the tax and employer NICs treatment of other 
termination payments so that the excess over £30,000 is subject to 
both income tax and employer NICs

•  abolition of Foreign Service Relief

Tackling disguised remuneration avoidance schemes
Finance Bill 2017 will include legislation aimed at the use of disguised 
remuneration avoidance schemes from 6 April 2017. The changes will:

• introduce a new charge on disguised remuneration loans made to 
employees after 5 April 1999 and remaining outstanding on 5 April 
2019

• similar provisions will be made to tackle use of such schemes by self-
employed people

• future use of schemes will be prevented by strengthening the current 
rules

• prevent employers claiming a deduction from profits for contributions 
to a disguised remuneration scheme unless income tax and NICs 
are paid within a specified period (for corporation tax purposes this 
measure will be effective for contributions made on or after 1 April 
2017)
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Life insurance policies - part surrenders/assignments
As previously announced, Finance Bill 2017 will amend the tax rules 
for part surrenders / assignments of life insurance policies. With 
effect from Royal Assent, policyholders who have generated a “wholly 
disproportionate” gain will be able to apply to HMRC to have the gain 
recalculated on a just and reasonable basis. The legislation will set out 
who can apply, when they can apply and how the recalculation is given 
effect.

CBW Reaction:
As one unfortunate taxpayer 
discovered, the rules treat the 
amount received as a part 
surrender (not merely) the 
gain, as income which is clearly 
unreasonable where the part 
surrender is large. In that case 
the courts found a way round the 
issue by voiding the transaction.

It is disappointing that the rules 
have not been changed to limit 
the tax charge to the gain instead 
of having to beg HMRC to 
grant whatever relief they deem 
appropriate, with no right of appeal 
against their decision.

Presumably that is Mr Hammond’s 
concept of a fair tax.

CBW Reaction:
There has been a lot of abuse of 
transfers to QROPS so the only 
surprising thing is that it has taken 
so long for the government to take 
action against such transfers.

Pensions
Following consultation Finance Bill 2017 will include legislation to 
reduce the money purchase annual allowance to £4,000 from April 2017 
where an individual has flexibly accessed their pension savings. The 
government’s response to the consultation will be published on 20 March 
2017.

Also, as previously announced, the treatment of foreign pensions will be 
aligned more closely with the UK’s domestic pension regime with effect 
from 6 April 2017. Lump sums paid out of funds built up before 6 April 
2017 will remain subject to the existing tax treatment.

Qualifying Recognised Overseas Pension Schemes (QROPS)
Finance Bill 2017 will include legislation to apply a 25% tax charge to 
pension transfers made to QROPS for all transfers requested on or after 
9 March 2017. 

There will be an exception to a charge where there is a genuine need to 
transfer a pension and:

• both the individual and the pension scheme are based in countries 
within the European Economic Area (EEA); or

• if outside the EEA, both the individual and the pension scheme are in 
the same country; or

• the QROPS is an occupational pension scheme provided by the 
individual’s employer.

Provision will be included to reconsider the tax treatment of the transfer 
where the individual’s circumstances change within five tax years of the 
transfer. 
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In addition, provision will also be included to apply UK tax rules to 
payments from funds transferred on or after 6 April 2017 where the fund 
has had UK tax relief. This will apply to any payments made for the first 
five full tax years after a transfer and will apply regardless of whether the 
individual is or has been UK resident in that period.

Income tax on savings income
From 6 April 2016, the obligation on banks to deduct tax from interest 
was removed. This treatment is being extended to designated dividends 
of investment trusts, interest distributions by OEICs and some authorised 
unit trusts and interest on peer-to-peer lending from 6 April 2017.

The £5,000 nil per cent starting rate that applies where a person’s only 
taxable income is savings income remains unchanged.

Employer provided pensions advice exemption
An income tax and NIC exemption for the first £500 paid by employers 
for their employees to receive pension advice will be introduced from 6 
April 2017. 

Assets made available to employees without transfer of ownership
A benefit in kind can apply where an employer makes an asset available 
to an employee for their private use without transferring ownership of the 
asset.

Under current legislation, a 20% benefit in kind arises unless the 
provision of the asset is caught by a specific benefit charge e.g. company 
cars. The benefit is 20% of the asset’s market value when first provided. 
However, no provision is currently made for days where the asset is not 
available to the employee.

From 6 April 2017, these provisions will be amended to allow for a 
reduction in the value of the benefit to take into account days where the 
asset is unavailable for private use.

Simplification of exemptions for employee liabilities and indemnity insurance 
A number of changes are proposed to the rules which allow a deduction 
for payment of liabilities and insurance against them by former 
employees. The relief is extended to expenses incurred in fighting the 
claim and also to expenses of an employee who is called as a witness in 
relation to such a claim.

Abolition of employee shareholder status tax reliefs
Tax advantages for employee shareholder shares will be abolished for 
arrangements entered into on or after 1 December 2016.

Personal Portfolio Bonds
With effect from Royal Assent of Finance Bill 2017 the following three 
investment vehicles will be added to the personal portfolio bonds 
permitted property categories:

• Real estate investment trusts

• Overseas investment trust companies
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• Authorised contractual schemes

The government will also give further consideration to the methods of 
calculating the annual taxable gain on personal portfolio bonds.

Business Investment Relief
Business Investment Relief is a relief available to UK resident non-
domiciled individuals that allows them to remit funds to the UK without 
suffering UK tax as long as those funds are invested into a qualifying 
business (which includes a property business).

Following consultation legislation will be included in Finance Bill 2017 to 
extend the scope of the relief from 6 April 2017 as follows:

• by introducing a “hybrid” trading / investment company category 
(currently a company has to be one or the other)

• increasing the time limit for investing in a company before it starts to 
trade from two to five years

• extending the relief to the acquisition of existing shares rather than 
only for new shares

• Increasing from 90 days to two years the grace period allowing 
income or gains to remain in a company becoming “non-operational” 
without becoming chargeable to tax

Authorised Contractual Schemes: Streamlining
An authorised contractual scheme in a form of collective investment 
scheme which has no legal personality.

Draft legislation will be introduced, aimed at:

• permitting the operator of an authorised contractual scheme to 
compute capital allowances and allocate them to investors

• requiring the operator of an authorised contractual scheme to 
provide sufficient information to investors to allow them to meet their 
tax obligations

Comments will be sought on the effectiveness of the draft legislation.

Company Car Tax for Ultra-low Emissions Cars
From 2020/21 the following changes are being made to company car tax 
charges for ultra-low and zero emission vehicles:

•  for ultra-low emission vehicles (emissions below 75g CO2 per 
kilometre) 11 new bands and lower rates will be introduced

•  within these new bands, for zero emission vehicles a separate band 
will be introduced as well as five new bands in the 1g to 50g CO2 per 
kilometre range that are based on the zero emission miles capability 
of the vehicle

CBW Reaction: 
This is a much overlooked relief. It 
allows non-doms to use overseas 
fund to generate capital gains 
on some types of UK investment 
without the remittance of the 
capital to the UK triggering 
tax charges. The money (apart 
from the gain element) has to 
be sent abroad again when the 
asset is sold and in certain other 
circumstances so the investment 
needs to be capable of being 
monitored fairly closely.
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CBW Reaction: 
We are not sure that Mr Juncker is keen 
to do the UK favours at the current 
time, so this may be a bit optimistic.

Employee Expenses 
As announced at Autumn Statement 2016, the government will publish 
a call for evidence on 20 March 2017 to better understand the use of the 
Income Tax relief for employees’ expenses, including those that are not 
reimbursed by their employer.

Employer-provided accommodation 
As announced at Autumn Statement 2016, the government will publish a 
consultation document on 20 March 2017 with proposals to bring the tax 
treatment of employer-provided living accommodation and board and 
lodgings up to date. This will include proposals for when accommodation 
should be exempt from tax and support taxpayers during any transition. 

Taxation of Benefits in Kind 
The government will publish a call for evidence, also on 20 March 2017, on 
exemptions and valuation methodology for the Income Tax and employer 
NICs treatment of benefits in kind in order to better understand whether 
their use in the tax system can be made fairer and more consistent.

Master Trusts Tax Registration 
The government will amend the tax registration process for master trust 
pension schemes to align with the Pensions Regulator’s new authorisation 
and supervision regime. This will help to boost consumer protection and 
improve compliance. Legislation will be included in Finance Bill 2017-18 and 
will apply to all master trust pension schemes from October 2018.

Enterprise Management Incentives 
The government will seek State Aid approval from the EU to extend 
provision of this tax relief beyond 2018.
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Business Tax 

Off payroll working in the public sector 
As previously announced, the government will legislate in Finance Bill 
2017 to reform the off-payroll rules and improve compliance in the 
public sector. The change will come into effect from 6 April 2017 and 
apply across the UK. Responsibility for operating the off-payroll working 
rules, and deducting any tax and NICs due, will move to the public 
sector body, agency or other third party paying an individual’s personal 
service company. The deemed employer will have to submit information 
to HMRC about the payments using Real Time Information (RTI) and 
penalties will apply for non-compliance.

As a result of feedback received during the technical consultation, 
the agency or public sector body can choose whether or not to take 
account of the worker’s expenses when calculating the tax due. HMRC 
say that this change will put these workers in the same position as other 
employees, whose employers can choose whether or not to reimburse 
the expenses they incur. This will not affect the individual’s right to 
claim tax relief on legitimate employment expenses from HMRC. The 
application of the rules to Parliament and statutory auditors will also be 
clarified.

This shifts from the service company to the public entity not only the tax 
liability 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 towards IR35 applying – and 
in most engagements there is some doubt as the test of an employment 
derives from a string of court decisions, not a statute.

The definition of public bodies is taken from Schedule 1 of the Freedom 
of Information Act 2000 and Schedule 1 of the Freedom of Information 
(Scotland) Acts and includes 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.

HMRC have released a beta version of their promised new Employment 
Status Tool which, unlike the Employment Status Indicator which it 
replaces, can be used for both normal PAYE status and IR35.

CBW Reaction: 
The public body decides on the 
status of the worker. If it pays 
the worker’s personal service 
company direct it must apply 
PAYE and NIC if it decides that 
IR35 applies. If there are one or 
more intermediaries between the 
two, the public sector body still 
makes the decision and tells the 
agency what that decision is but 
it is then the company that pays 
the personal service company that 
has to apply PAYE and NIC to its 
payment to that company.

There is no right of appeal against 
the public body’s decision but the 
worker can take the view when 
he completes his tax return that 
IR35 does not apply and claim 
repayment of the tax and NI. 
He then has the normal right of 
appeal against HMRC’s almost 
certain refusal of that claim.

The likelihood is that the public 
body will virtually always decide 
that IR35 applies as it will normally 
be liable for the PAYE and NIC if it 
gets it wrong.

Applying PAYE and NIC does 
not of course give the worker 
employment rights against 
the public body. The worker’s 
employer is still his service 
company.
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Offshore property developers 
The ‘Profits from Trading in and Developing Land’ legislation introduced 
last year is being amended to remove the exception for contracts 
entered into before 5 July 2016, and bring all profits recognised for 
accounting purposes on or after 8 March 2017 into the charge to UK 
Corporation Tax or Income Tax. It will affect businesses that carry on a 
trade of dealing in or developing land in the UK.

HMRC say that the intention of the legislation was to ensure that all 
profits from dealing in or developing land in the UK for sale are brought 
into charge to UK tax. This puts all developers of UK land on an equal 
footing for tax purposes. The intention was to exclude only the standard 
property disposal arrangement where the parties are committed on 
making the contract, but the transfer takes place a short time later. 
However, some contracts are entered into at an early stage in the 
development with transfers being made over an extended period of 
months or years. The result is that some profits from these long term 
contracts are not within the charge. This was not the intention when the 
legislation was enacted and this new measure ensures that the rules set 
out in Finance Act 2016 work as the government intended.

CBW Reaction:  
As we said last year, 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 measures, such 
as the restriction on loan interest 
relief, to limit buy-to-lets so as to 
enable young people to get onto 
the property ladder.

Appropriations to trading stock 
Where an asset is appropriated from investment to trading stock, an 
election can be made to defer tax on the increase in value to that stage 
by bringing the asset into trading stock at its market value less the 
unrealised gain. While Mr Hammond is happy for taxpayers to convert 
lightly taxed gains into heavily taxed income in this way, he is not happy 
to allow taxpayers to use the election to convert capital gains tax losses 
into trading losses. Accordingly, for transactions from 8 March 2017 the 
election cannot be made where there is a loss on the asset.

CBW Reaction:  
This is not something recent. 
The tax cases where the House 
of Lords decided that losses can 
be so transferred date from 1984. 
Accordingly it is extraordinary 
that after waiting 30 years HMRC 
should decide that this needs to 
be blocked with immediate effect.

Cash accounting 
As announced in January 2017, from the 2017/18 tax year the general 
entry threshold for the trading cash basis will be increased from £83,000 
to £150,000. (For Universal Credit claimants, the entry threshold will be 
increased to £300,000.) The exit threshold will be increased to £300,000 
for all users of the trading cash basis.

CBW Reaction:  
The government want to 
encourage micro-businesses to 
use the cash basis because they 
know that Making Tax Digital 
(MTD) will be a nightmare if tiny 
businesses have to cope with 
stock and debtors and creditors.

Simplified cash basis for unincorporated businesses 
As announced in January 2017, the government will legislate in Finance Bill 
2017 to provide a simple list of disallowed expenditure in order to simplify the 
rules for allowable deductions within the cash basis. Following consultation, 
the legislation has been revised slightly to make certain that specific 
items are clearly excluded from the list, and to ensure the rules for moving 
between the cash basis and accruals accounting are robust. These changes 
will have effect from 6 April 2017, though for the 2017/18 tax year trading 
profits can be calculated using either the new rules or the existing rules.

CBW Reaction:  
HMRC’s approach to round sum 
allowances generally produces a 
figure far below that which taxpayers 
incur in the real world. Accordingly 
it is unlikely to be attractive to use 
these allowances, particularly as 
MTD will force people to maintain 
the records needed to ascertain the 
correct figures.
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Simplified cash basis for unincorporated property businesses 
As previously announced also, the government will legislate in Finance 
Bill 2017 to allow most unincorporated property businesses (which 
excludes Limited Liability Partnerships (LLIP), trusts, partnerships with 
corporate partners or those with receipts of more than £150,000) to 
calculate their taxable profits using a cash basis of accounting. Landlords 
will continue to be able to opt to use Generally Accepted Accounting 
Principles (GAAP) to prepare their profits for tax purposes. Those with 
both a UK and an overseas property business will be able to choose 
separately whether to use the cash basis or GAAP for each. Those with 
a trade as well as a property business both eligible for the cash basis will 
be able to decide separately for each of these, and persons other than 
spouses or civil partners who jointly own a rental property will be able 
to decide individually. To align the treatment with those who opt to use 
GAAP, the initial cost of items used in a dwelling house will also not be 
an allowable expense under the cash basis. The existing ‘replacement 
of domestic items relief’, details of which were in our CBW Budget 
Statement 2016 will continue to be available for the replacement of these 
items when the expenditure is paid. Interest expense will be treated 
consistently between those using the cash basis and those using GAAP. 
The changes will have effect from 6 April 2017.

CBW Reaction:  
It is depressing that Mr Hammond 
has not been swayed by pleas 
to defer MTD by a year, even 
including one from the Public 
Accounts Committee.

The one year delay for businesses 
below the VAT threshold is 
obviously welcome but largely 
misses the point. This is that 
George Osborne, for some reason 
known only to himself, seems to 
have been worried that if people 
knew what MTD actually involved 
they would vote for Brexit in 
protest. He accordingly held up 
the consultation on MTD for a 
good six months. That means it is 
unlikely that either the legislation 
or HMRC’s systems will be fit for 
purpose by 1 April 2018.

Making Tax Digital for business 
As previously announced, the government will legislate in Finance Bill 
2017 to implement digital record keeping and updating by businesses, 
the self-employed and landlords, as part of Making Tax Digital for 
Business.

However, the start date for mandation for unincorporated businesses 
and landlords with gross income (turnover) below the VAT registration 
threshold will be deferred until April 2019. That threshold is £85,000 from 
1 April 2017. This change will be made through regulations.

The legislation will include powers to make regulations, including on the 
form and content of periodic updates and ‘end of period statements’. 
There are also powers to set out the scope and operation of certain 
exemptions by regulations. Following consultation, the legislation 
published in draft on 31 January 2017 has been revised and expanded to:

• provide explicitly for income-based exemptions to be introduced 
through regulations

•  allow businesses with profits chargeable to Income Tax to finalise 
their total income chargeable to Income Tax and National Insurance 
contributions for any tax year, make a final declaration about this 
income (outside of any ‘end of period statement’ in relation to 
business income) and any chargeable gains
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CBW Reaction:  
In practice, PSA’s are often 
agreed in arrears so this looks like 
recognising the reality. As HMRC 
seldom seem ready to do this the 
change is welcome.

•  replicate existing Income Tax compliance powers so that they apply 
to the Making Tax Digital for Business requirements

•  make miscellaneous consequential amendments to the Taxes 
Management Act 1970

• introduce a clause amending Schedule 11 to the Value Added Tax 
Act 1994, to enable equivalent regulations and exemptions for VAT 
purposes to those proposed for Income Tax

The legislation will generally have effect from Royal Assent (expected 
to be in July or August 2017), but some consequential amendments will 
apply from specific future Income Tax years of assessment.

PAYE Settlement Agreements (PSA’s) 
HMRC issued a consultation document on 9 August 2016 on simplifying 
the process for these agreements, which allow certain benefits and 
expenses that should be reported through either PAYE or on form P11D 
to be taken ‘off record’ and for the employer to pay the tax and National 
Insurance contributions (NICs) to HMRC on their employees’ behalf. 
Changes proposed included removing the need for employers to agree 
in advance with HMRC which items can be accounted for in a PSA and 
digitising the process. The government intends to proceed with both 
of these change from 6 April 2018. Instead of making agreements in 
advance, employers would assess whether items are eligible for inclusion 
in a PSA return by reference to the legislative rules and guidance. This 
will mean that employers are not at risk of forgetting to include items in 
their agreement document which they later wish to report on their PSA 
return.

Electric charging points 
A 100% first-year allowance (FYA) will be given for expenditure on electric 
charge-point equipment incurred after 22 November 2016. The allowance 
will expire on 31 March 2019 for Corporation Tax purposes and 5 April 
2019 for Income Tax purposes, presumably because the government 
expects every filling station to have such a charging point by that date. 
The measure is designed to support the development and installation of 
electric recharging equipment for electric vehicles as part of the process 
of promoting the wider uptake of such vehicles. HMRC hope that it will 
encourage the use of cleaner vehicles by making electric charge-points a 
more common feature on the high street. The measure complements the 
100% FYA for cars with low carbon dioxide (CO2) emissions, and the 100% 
FYA for cars powered by natural gas, biogas and hydrogen.

Rent-a-room relief 
The government has announced that it will consult on proposals to 
reform rent-a-room relief to ensure it is better targeted to support 
longer-term lettings. It says that this will align the relief more closely with 
its intended purpose, to increase supply of affordable long-term lodgings.
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Partnership taxation 
Draft legislation will be published later this year to clarify and improve 
aspects of partnership taxation. The government intends to legislate in 
the Finance Bill 2017-18, which will be published after the Autumn 2017 
Budget. The consultation document indicated that in HMRC’s view a 
nominee cannot be a partner and where there is a chain of partnerships 
the bottom one will need to allocate its profits to all of the people in the 
chain by reference to their interests in those profits.

However, the government wants a different régime for venture capital 
partnerships which would be unworkable under the HMRC model.

We accordingly await the details with trepidation.

Image rights 
HMRC will publish guidelines in spring 2017 for employers who make 
payments for image rights to their employees to improve the clarity of 
the existing scheme.

HMRC do not believe that there is such a thing as image rights under 
English law. They think that an image right is non-transferable goodwill 
so a purported payment by one’s employer for image rights is probably 
disguised earnings. The guidance is therefore likely to firmly restrict the 
circumstances in which HMRC are prepared to treat a payment for image 
rights as a capital gain.

Patient Capital Review 
The government will consider existing tax reliefs aimed at encouraging 
investment and entrepreneurship to make sure that they are effective, 
well targeted, and still provide value for money as part of the Patient 
Capital Review (which is being led by the Treasury).

The review will strengthen the UK further as a place for growing 
innovative firms to obtain the long-term ‘patient’ finance that they need 
to scale up, building on current best practices.

It will consider all aspects of the financial system affecting the provision 
of long-term finance to growing innovative firms. It will in particular:

• consider the availability of long-term finance for growing innovative 
firms looking to scale up

• identify the long-term root causes affecting the availability of long-
term finance for growing innovative firms, including any barriers that 
investors may face in providing long-term finance

• review international best practices to inform recommendations for 
the UK market

• consider the role of market practice and market norms in facilitating 
investment in long-term finance
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• assess what changes in government policy, if any, are needed to 
support the expansion of long-term capital for growing innovative 
firms

When considering barriers that investors may face, the review will 
consider any influence that affects investment in long-term finance to a 
greater degree than other forms of business investment. This includes 
the effectiveness of existing support and relevant influences that have a 
broader impact beyond long-term finance.

The review will complement and draw upon work being done by the 
regulators to consider how regulation affects investors’ decisions. It will 
draw on the discussion document that will be led by the FCA around the 
structure of the UK’s listed markets.
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Corporation Tax 

Rates 
As previously announced, from 1 April 2017 there is a single 
corporation tax rate of 19%. This rate will also apply for 2018/19 and 
2019/20 and will fall to 17% from 2020.

Substantial Shareholder Exemption 
The Substantial Shareholder Exemption is a very generous relief that 
allows companies that have a more than 10% share in a qualifying 
trading company to dispose of the company tax free. However, there 
are various conditions that must be met in order to do that. The 
Finance Bill 2017 will simplify the rules, including the removal of the 
investing company requirement. Currently, in order to make the claim 
the investing company must either be a trading company in its own 
right or the holding company of a trading group before and after 
the disposal. In addition, better exemptions for companies owned by 
qualifying institutional investors will be introduced by the Act, and 
as a result of the recent consultations, more clarity and certainty will 
be provided. All measures will be applicable from 1 April 2017 with 
additional information due prior to this. 

Loss Relief Reform 
The Finance Bill 2017 will legislate for the announcements made 
in last years budget to change the way in which corporate losses 
brought forward from earlier periods can be used in order to provide 
greater flexibility. These changes will apply to losses arising from 
1 April 2017. This will allow these losses to be offset against profits 
from different types of income and against the profits of other group 
companies. 

There will however be restrictions on the use of losses by large 
companies where the company or group has profits in excess of 
£5million. Losses brought forward will not be able to reduce the 
annual taxable profits in excess of £5million by more than 50%. 

For example, where there are profits of £6million and brought forward 
qualifying losses available of £6million, the first £5million can be 
offset, but only £500,000 of the excess £1million profit can be offset 
using the brought forward losses, leaving £500,000 to be taxed and 
£500,000 of losses to be carried foward.

CBW Reaction: 
The flexibility is welcome. It 
appears however that as at 
present the loss will cease to be 
relievable, other than by way of 
a terminal loss claim if the trade 
ceases. Accordingly, it remains 
necessary to identify what losses 
are being utilised.

CBW Reaction: 
This is a major relaxation. 
It effectively exempts from 
corporation tax all corporate 
disposals of trading subsidiaries 
while the proceeds remain in 
the corporate structure. There 
has been a problem in the past 
where a trading company is 
held by a holding company 
which wants to sell its sole 
subsidiary and reinvest the 
money in something else. The 
vendor ceased to be the holding 
company of a trading group 
on the sale. With this problem 
removed, the money can be 
invested in a new business – or 
indeed in investments – by the 
holding company without having 
to pay 19% of the gain to HMRC.
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Northern Ireland 
As previously announced, the Northern Ireland Corporation Tax Rate 
will be extended to SMEs trading in Northern Ireland. Additional 
amendments will be made along with minor drafting improvements in 
order to ensure that the regime is ready and in place for use once the 
Northern Ireland Executive demonstrates that its finances are on a 
sustainable footing. 

CBW Reaction: 
The concept of the Northern 
Ireland rate is that the Executive 
should be able to adopt a lower 
corporation tax rate than the rest 
of the UK to enable Northern Irish 
businesses to compete with the 
15% rate that applies in the Irish 
Republic. However, the UK wants 
to be sure that if the lower rate 
does not maintain the corporation 
tax yield, the mainland will not 
need to make good the deficit.

Corporation Tax – hybrids and other mismatches 
As previously announced, the Finance Bill 2017 will make two changes to 
the hybrid mismatch regime.

The first will remove the need to make a formal claim in relation to the 
permitted time period rules. At present, where a permitted time period 
commences more than 12 months after the end of the accounting period 
in which the relevant deduction has been claimed, a formal claim in 
respect of this is required. Due to the high volume of transactions, this 
can be administratively onerous. 

The second provides that deductions for amortisation are not 
considered relevant deductions when considering whether the 
deduction has caused a hybrid or other mismatch. Deductions for 
amortisation will also be disregarded when identifying Permanent 
Establishment deductions. 

The changes are backdated to January 2017, and are designed to tackle 
aggressive tax planning sometimes used by multinational groups where 
one company may be able to obtain a tax deduction where the other 
party to the transaction is not subject to tax on the receipt. 

Relief for Museums and Galleries 
As previously announced, new tax reliefs will be given for museums and 
galleries which develop new exhibitions (including touring exhibitions). 
The relief will reduce the corporation tax by 25% for those which tour, 
and 20% for static exhibitions. The maximum qualifying profits for which 
relief can be claimed will be capped at £500,000, which could provide a 
tax saving of up to £100,000 for touring exhibitions and £80,000 for non 
touring.

The relief will apply from 1 April 2017.

Corporation Tax deductions for contributions to grassroots sport 
From 1 April 2017 the circumstance in which companies can get 
deductions for contributions to grassroots sports will be expanded to 
include contributions to 100% subsidiaries of a sport governing body. 

Patent Box 
The measures originally announced as part of the Autumn Statement 
2016 will add specific provisions to the revised rules introduced in 
the Finance Act 2016, to deal with the case where Research and 
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Development is carried out collaboratively by more than one company 
under a cost sharing arrangement. It will ensure that companies are not 
penalised or able to gain a tax advantage from acting in the way. The 
definition of a cost sharing arrangement will be revised to make this 
narrower and to align the treatment of payments received and made by 
the company. These new rules will apply from April 2017. 

Tax deductibility of corporate interest 
Since the announcement was first made in the Budget 2016, the measure 
has been under consultation. The new legislation will be introduced from 
1 April 2017 to limit the tax deduction that large groups of companies 
can claim for interest expenses. From this date, a group’s net deduction 
for interest will be limited to 30% of UK taxable EBITDA. There will 
be an optional group ratio rule based on the net interest to EBITDA 
for worldwide groups which may be more beneficial in some cases. In 
addition, the existing debt cap legislation is repealed and a modified 
debt cap will replace it. This replacement will ensure that net UK 
interest deduction does not exceed the total net interest expense of the 
worldwide group. This only applies to groups with a net interest expense 
of over £2million. Groups below this threshold will be exempted from the 
measures. 

Changes have also been made to the original draft legislation which 
now ensure that the (revised) rules do not give rise to unintended 
consequences or cause unnecessary compliance burdens. This includes: 

•  the removal of unintended restrictions arising from the modified debt 
cap that may have prevented deductions for carried forward interest 
expenses

• making the optional alternative rules for public infrastructure easier 
to apply

• removing the rules to treat interest on debt guaranteed by related 
parties as related party interest for certain performance guarantees, 
all guarantees granted before 31 March 2017 and intra group 
guarantees in the context of the group ratio rule

• changing the definition of interest to include income and expense 
from dealing in financial instruments as part of a banking trade; and 
new rules for insurers in respect of how to calculate interest on an 
amortised costs basis.

Petroleum Revenue Tax Regime 
As previously announced, the Finance Bill 2017 will legislate to simplify 
the process for opting fields out of the Petroleum Revenue Tax (PRT) 
regime and simplify the reporting requirement for those who remain 
within the scheme by removing elements which are now irrelevant. 
This legislation will have retrospective effect from November 2016. 
The government is also extending the scope of the oil and gas regime 
investment and cluster allowances to include some leasing and operating 
expenditure. There will also be a consultation paper on 20 March on the 
transfer of late-life oil and gas assets.
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Plant and Machinery Leasing 
The government is to consult in the summer on the legislative changes 
required following the introduction of IFRS 16. The intention is to 
maintain the current tax rules, so the application of IFRS 16 will need to 
be modified for tax purposes to achieve this.

Debt Traded on a Multilateral Trading Platform 
The government will consult from 20 March on the introduction of an 
exemption from withholding tax for interest on debt traded on a multilateral 
trading platform, in order to facilitate the development of UK debt markets.

Extension of High-end TV, Animation and Video Games Tax Relief 
The UK was given temporary permission by the EU to introduce these reliefs, 
which the EU regard as an illegal State Aid. The government intends to ask 
the EU for permission to continue the relief after 31 March 2018 when they 
are due to expire.

CBW Reaction: 
Yes, seriously... We are going to 
ask that nice Mr Juncker, who 
has publicly said that he is going 
to crush us over Brexit, to do us a 
favour.

CBW Reaction: 
Over the course of Summer 2017 
the government will be consulting 
on making administrative changes 
to the way that R&D credits are 
claimed. The aim will be to simplify 
the system and provide greater 
certainty in respect of those claims. 
In addition, the government intends 
to take action to improve the 
awareness of R&D credits for SMEs.

The R&D credits system is a very 
generous relief which has been 
available to businesses carrying 
out significant R&D work for some 
time now. Many businesses have 
been put off of claiming this due 
to the highly complex calculations 
required to work out what is due 
which results in a high cost of 
administering the claim which may 
ultimately make it uneconomical. 
Any move to simplify the system 
will be welcomed.

R & D Tax Review 
The government is reviewing the administration of R & D relief. It wants 
to increase the certainty and simplicity (i.e. what HMRC regard as 
simplicity) around claims and to improve the awareness of R & D credits 
amongst SMEs.

Non-resident Companies Chargeable to Income Tax 
The government will consult on bringing non-resident investment 
companies that currently pay income tax on UK taxable income and 
pay NRCGT on gains on UK residential property investments into 
corporation tax (but of course only in relation to such items).

Double Tax Treaty Passport Scheme 
This will be extended from 6 April 2017 to all types of overseas lenders 
and UK borrowers (not merely companies as at present). The scheme 
is a simplification scheme which avoids having to convince HMRC that 
the lender is entitled to access the tax treaty each time a new loan is 
entered into.
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Capital Gains Tax 

The rate remains at 20% (10% for basic rate taxpayers) with a reduced 
rate of 10% where entrepreneurs’ relief applies and a higher rate of 28% 
(18% for basic rate taxpayers) on disposals of UK residential property 
and carried interest). The annual exemption for 2017/18 increases from 
£11,100 to £11,300 (£5,650 for trusts). 

Non-doms (other than those born in the UK with a UK domicile of origin) 
will be allowed to segregate income, gains and capital within overseas 
bank accounts where funds have been mixed, provided that they do this 
before 5 April 2018. It was initially proposed that this should apply only to 
items paid into the account after 5 April 2008 (although few understood 
this from the HMRC press releases) but the government has decided to 
extend this to pre-5 April 2008 receipts too.

CBW Reaction: 
A potential problem area is that 
where the settlor has made an 
interest-free loan to the trust, 
HMRC regard the lack of interest 
as constituting an addition to 
the trust. They have told the 
professional bodies that in such 
cases interest has to be paid for 
2017/18 at a commercial rate but 
they will allow a year for this to 
be done. Whether trustees are 
entitled to agree to pay interest 
where a loan was made interest-
free is another question.

Non-doms 
As previously announced, the deemed domicile rules (see Inheritance 
Tax) will also apply for income tax and CGT from 6 April 2017.

However, an overseas trust where the settlor was not domiciled or 
deemed domiciled for IHT (an IHT excepted property trust) will be 
protected from CGT and income tax while the income and gains remain 
within the trust, provided that nothing is added to the trust after 5 April 
2017 and the settlor was not born in the UK with a UK domicile of origin. 

CBW Reaction: 
Unlike the 2008 rebasing, this 
applies only to directly held assets; 
it does not apply to assets held 
within a trust or a company. This 
significantly reduces the benefit of 
rebasing in many cases.

UK resident non-doms (other than those born in the UK with a UK 
domicile of origin) will be able to rebase their assets to their value at 6 
April 2017 – but only if they have paid the remittance basis charge in at 
least one year up to 2016/17.

CBW Reaction: 
This is an important relief because 
sale proceeds of assets could not 
be segregated between original 
capital and gain as the proceeds 
are themselves a mixed fund. 
Accordingly virtually all non-doms 
should take the opportunity to 
segregate overseas funds.

Remittances of pre-6 April 2017 
income and gains will continue to 
be taxed in the year of remittance. 
However rebasing does not divide 
the gain into a pre and post 5 April 
element; it takes the whole gain 
out of the scope of CGT.
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Inheritance Tax 

The rates remain unchanged at 40% on the excess over £325,000. 

 As previously announced, from 6 April 2017:

a.  A non-UK domiciled individual will come within the scope of IHT on 
worldwide assets once he has been here for 15 out of the previous 20 
tax years (instead of 17 out of 20)

b.  An individual who was born in the UK with a UK domicile of origin 
comes fully within the scope of IHT in any year in which he is 
resident here, irrespective of how long he has been resident here

CBW Reaction: 
A major problem for many people is 
that they will not be able to ascertain 
their domicile of origin so will not 
know what their IHT position is. This 
is because their domicile of origin 
depends on their father’s intention 
at the date of the son’s birth and 
in many cases the father will be 
dead, so there is now no way of 
ascertaining his intention. If he died 
in the UK with few assets so did not 
need probate, there is likely to be no 
evidence of his intention available 
and HMRC are likely to claim that 
he died UK domiciled. However, 
that would not of itself mean that, 
even if it is right, he had acquired a 
UK domicile by the time of the son’s 
birth. If probate was needed, the 
estate duty or IHT account will show 
his domicile, although if he died 60 
years ago the chances of anyone 
having retained a copy of this are 
negligible.

c.  The shares in an overseas company that holds UK residential 
property will be deemed to be a UK situs asset to the extent that 
their value derives from such property. The non-resident CGT 
definition of residential property applies for this purpose

This will not apply where the individual owns less than 5% of the 
company (as opposed to the 1% figure in the draft legislation).

The Budget note refers to ‘5% of an individual’s total property interests’. 
It is not clear what that means. We hope it is incorrect, as such a test 
will be very difficult to comply with. It creates massive uncertainty and 
burdens. Valuing, say, a 4% interest in a company is not easy and will be a 
nightmare if such interests have to be ascertained in several companies 
in order to impose the 5% test.

CBW Reaction: 
This is going to be fun. The 
government seems to think 
that this brings the value of the 
property into IHT but the value of 
shares is rarely a proportion of the 
aggregate value of a company’s 
assets. In particular if shares 
are spread amongst members 
of the family or a member of 
trusts, the value of a minority 
interest in a company is likely 
to be significantly less than the 
appropriate proportion of the 
value of the company’s assets. It 
is also not clear how a share falls 
to be valued where only part of its 
value is within the scope of IHT 
because it holds assets other than 
UK residential property. 
 
*** continued overleaf ***
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Where a person’s main residence 
is within a company, it normally 
makes sense to de-envelope it 
because the company forfeits 
principal private residence 
relief and there is no longer 
any corresponding IHT benefit. 
However, if the shareholder is 
UK resident this may need to be 
done before 5 April 2017 under 
the protection of a remittance 
basis election (and a payment of a 
£90,000 remittance basis fee) to 
avoid a CGT settlor charge arising.

SDLT is a potential problem to 
de-enveloping – although this can 
often be avoided by a distribution 
in specie. 

It needs to be appreciated that 
this charge applies to non-UK 
residents who have invested in UK 
buy-to-let properties, as well as to 
UK resident non-doms.
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Value Added Tax 

Registration limit 
The VAT registration threshold increases by £2,000 to £85,000 from 1 
April 2017, with the de-registration threshold increasing to £83,000.

Penalty for ‘participating in VAT Fraud’ 
The government is to press ahead with its proposed new penalty for 
participating in VAT fraud. The new penalty will apply from the date of 
Royal Assent to the Finance Act (probably July).

CBW Reaction: 
Participating in VAT fraud is a 
bit of a misnomer. The penalty 
is actually aimed at innocent 
taxpayers who do not participate 
in VAT fraud but “ought to have 
known” that they were dealing with 
fraudsters.

The measure is prompted by a 
concern within HMRC that they 
know a person is a crook but 
think it unfair that he should go 
unpunished simply because they 
cannot prove it. It is much easier 
for them to prove that he did not 
do adequate due diligence or 
turned a blind eye to what was 
going on.

The measure is directed at MTIC 
fraud and similar organised 
criminal attacks on the VAT 
system. Unfortunately though, 
Mr Hammond has decided 
that it should extend to all VAT 
fraud. The black (or hidden, or 
whatever else you want to call it) 
economy is of course VAT fraud 
if the tradesman’s turnover is 
above the VAT registration limit. 
Accordingly, when you pay your 
window cleaner, or gardener, or 
the jobbing builder who knocks 
on your door, in cash and he does 
not offer you a VAT invoice, start 
worrying that perhaps you “ought 
to have known” that he should 
have charged you VAT.

It appears that we are all going 
to be regarded by our MPs (who 
will vote in the legislation) as 
fraudsters come August.

Adapted motor vehicles for wheelchair users 
The supply of a motor vehicle for the personal use of a disabled person 
who usually uses a wheelchair or is normally carried on a stretcher is to 
be zero-rated. However, such a person will only be allowed one zero-
rated vehicle in a three-year period.
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‘Split payments’ model 
The government is considering introducing a split payment model for 
internet purchases. The idea is that eBay or whoever runs the market 
place will have to split the payment that you make to it in two and send 
the VAT element to HMRC and the balance to the supplier. This will 
ensure that the supplier accounts for VAT.

The government is to consult on this proposal on 20 March.

CBW Reaction: 
As we are still part of the EU, 
at least for the next two years, 
and the place of supply of 
telecommunications services 
is fixed by an EU directive, it 
is not clear on what basis the 
government proposes to do it.

We would have thought that 
sticking two fingers up to the 
EU as a prelude to seeking to 
negotiate a trade deal with them 
might be somewhat foolhardy.

Use and enjoyment for B to C mobile phone services 
Currently, if you use your mobile phone in the EU the phone company 
has to account for VAT on its charge to you, whereas if you use it in 
America, it does not need to do so.

The government intends to bring such non-EU usage into the scope of 
UK VAT.

Fraud in the provision of labour in the construction sector 
Apparently, even with the HMRC checks and continuous oversight in 
relation to the Construction Industry Scheme, a lot of VAT fraud is going 
on under HMRC’s nose. The government accordingly intends to consult 
on what might be done to combat this. It is considering a reverse charge 
or changes to gross payment status under CIS.
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Miscellaneous Taxes

Annual Tax on Enveloped Dwellings

The rates of ATED for 2017/18 are:

The rates are based on the value at 1 April 2012 (or later acquisition of 
the property). There is a new revaluation on 1 April 2017 and these new 
values will apply from 1 April 2018.

Property value ATED Increase

£500,000 to £1million £3,500 Nil

£1million to £2million £7,050 £50

£2million to £5million £23,550 £200

£5million to £10million £54,950 £500

£10million to £20million £110,100 £1,050

Over £20million £220,350 £2,150

CBW Reaction: 
This is billed as fairness as 
employees pay 12%. However, it 
was always expected that the rate 
would increase to absorb the loss 
of revenue caused by the abolition 
of Class 2.

This still leaves the self-employed 
paying less than employees so it 
is an odd concept of fairness. Of 
course there is no suggestion that 
fairness should extend to benefits 
too. As HMRC put it, “Job-seekers 
allowance … is designed to support 
those looking for a job, rather than 
self-employed individuals who 
may be temporarily experiencing 
a shortage of work” – which of 
course translates into “looking 
for a job” (albeit not looking for 
employment).

It is curious that in looking at 
the differential, Mr Hammond 
takes into account employer’s 
NIC, which is a payroll tax with no 
impact on benefits so is irrelevant 
in comparing an employee with a 
self-employed person.

National Insurance 
As previously announced, Class 2 National Insurance (a flat rate weekly 
sum paid by the self-employed) is to be scrapped from 5 April 2018 as a 
simplification measure.

From that date Class 4 National Insurance will increase from 9% to 10% 
and from 5 April 2019 it will increase to 11%.
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As previously announced, it is also proposed to remove NICs from 
the effects of the Limitation Act 1980 and align the time-limits for the 
recovery of NICs debts with those for tax. However, the legislation is 
being temporarily deferred.

Mention should also be made of Class 2A NIC. This enables men born 
before 6 April 1951 and women born before 6 April 1953 to purchase 
extra State Pension on payment of a lump sum. The deadline for this 
expires on 5 April 2017.

CBW Reaction: 
The effect will be to enable HMRC 
to collect NIC for the past 20 years 
where there has been fraud or 
the taxpayer has otherwise failed 
to register with HMRC for NIC. 
Paying NIC late does not entitle a 
person to the contributory benefits 
that paying on time confers.

CBW Reaction: 
This is a very attractive purchase 
for those who can afford to buy, so 
those eligible need to look at this 
urgently if they have not already 
done so. 

NIC Employment Allowance remains at £3,000 for 2017/18. This is an 
allowance against employers’ NIC contributions. The government has 
warned that HMRC is actively monitoring compliance “following reports 
of some businesses using avoidance schemes to avoid paying the 
correct amount of NIC”. They will consider taking action if this avoidance 
continues.

The government has though scrapped its plan to deny the allowance to 
a person who engages an illegal worker “because of concerns around 
complexity”.

CBW Reaction: 
If it’s you that’s trying to claim 
multiple allowances, you have 
been warned.

SDLT 
There is no change in the rates.

The government still intend to require an SDLT return to be filed and the 
tax paid within 14 days of a transaction (instead of the current 30 days) 
but has decided to delay this until at least April 2018.

Landfill Tax 
The rates of tax for 2017/18 and 2018/19 are:

2017/18 2018/19

Standard rate (per tonne) 86.10 88.95

Lower rate 2.70 2.80

As previously announced, the definition of a taxable disposal is to be 
amended, with effect from the date of Royal Assent of the Finance Act 
(probably July) to clarify the treatment of material disposed of at landfill 
sites (as opposed to be used by the operator).

The government will consult (on 20 March) on extending the scope of 
the tax to material disposed of at illegal waste sites.

CBW Reaction: 
We are a little puzzled why the 
government expect that a criminal 
who illegally runs a site will 
nevertheless register for landfill 
tax. We suspect that it is to be able 
to add tax and penalties to the fine 
if and when they are eventually 
caught.
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For 2017/18, the cap on contributions by site operators to the Landfill 
Communities Fund increases from 4.2% to 5.3% of the tax. Such 
contributions reduce the tax, i.e. the site operator can choose to pay 5.3% 
of his tax to the Landfill Communities Fund if he thinks they are likely to 
put the money to better use than the government would.

Aggregate Levy 
This will remain at £2 per tonne for 2017/18.

CBW Tax Reaction: 
The government says that this 
change, and a number of the 
others, is not expected to have 
an Exchequer impact. This is 
apparently because Mr Hammond 
does his accounting by reference to 
a notional currency, not real money, 
and his notional currency has a 
value equal to that of today’s money 
plus future anticipated inflation.

We wish we could use Mr 
Hammond’s notional currency to 
pay our taxes, but unfortunately he 
insists on today’s money being used.

Insurance Premium Tax 
As previously announced, the standard rate of IPT will be increased by 
2% to 12% from June 2017.

The current forestalling legislation will also be recast from 5 March 2017. 
The idea is that if a premium is received before the date of an announced 
change but the period of cover begins after that change, it will attract 
the new rate. There will be an exemption where it is normal to pay the 
premium in advance (doesn’t that apply to most insurance premiums?). If 
cover starts before the change but the policy is for a period that lasts for 
more than 12 months after the change in rate, the new rate will apply to 
the part of the premium that relates to the period after that anniversary 
date.

Air Passenger Duty 
Again, the rates will increase in line with inflation from 1 April 2017 – but only 
for flights of over 2,000 miles. If you want to go to the USA or Australia, it will 
cost you £73 in tax if you go before 5 April, £75 if you go after that date and 
£78 if you wait until after 5 April 2018. If you go business, business economy 
or first class, the rates are doubled. If you use your private jet (and it carries 
less than 20 passengers) the rates are £438, £450 and £468 respectively.

CBW Reaction: 
APT is one of the taxes being 
devolved to the Scottish Parliament, 
probably from 1 April 2018. The 
SNP want to abolish it, but are more 
likely to reduce it. Accordingly, you 
may be able to save tax by flying 
from a Scottish airport.

Alcohol Duty 
The rates increase in line with inflation from 13 March.

That means an extra:

•  2p a pint on beer

•  1p a pint on cider

•  36p on a bottle of scotch whisky

•  10p on a bottle of wine.

CBW Reaction: 
My local pub likes round numbers 
so I expect it to increase my beer 
by 5p a pint! 

Sadly, Mr Hammond did not 
have time in his Budget speech 
to tell the populace about these 
increases. Sorry, non-increases, 
as the Treasury will get no extra 
revenue using Mr Hammond’s 
“new maths”, albeit that your 
drinks will cost you more. It is not 
clear how the money magically 
disappears before it reaches the 
Treasury.

You’ve still got this weekend if you 
need a tipple after reading about 
these changes.
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Tobacco Duty 
This also goes up in line with inflation, but in this case from 8 March.

CBW Reaction: 
HMRC explain: “assuming the 
duty increases are passed on 
to consumers, this measure will 
impact on individuals who smoke 
cigarettes by increasing their 
price”.

The government intend to introduce a minimum tax on packets of 
cigarettes from 20 May 2017. This appears to be £5.37 per packet of 20 
based on a pack price of £7.35.

The government will issue a consultation document on 20 March on the 
duty treatment of heated tobacco – whatever that is.

CBW Reaction: 
HMRC say that as this “will impact 
upon the cheapest cigarettes, 
heavy smokers of cheap cigarettes 
will face the highest burden from 
this measure”.

This is of course civil service-
ese for “It will only hit the poor”! 
Whatever happened to Theresa 
May’s claim that the Conservatives 
are now the party of the working 
class?

Vehicle Excise Duty 
This will increase from 1 April 2017 in line with the increase in RPI too, 
other than for heavy goods vehicles where the rate is frozen. HMRC say 
that 98% of motorists will pay an extra £5.

The government will consent on the heavy goods vehicle levy.

Gaming Duty 
The gaming duty bands for casinos increase in line with inflation. This 
apparently ensures that casino operators profits are not subject to the 
higher gaming duty bands simply as a result of inflation.

As previously announced, some of the definitions will be amended and 
the treatment of free-plays for Remote Gaming Duty is to be revised. 
Free-plays will be treated as stakes and free-plays given as prizes will not 
be deductible.

Soft Drinks Levy 
As previously announced, the levy on soft drinks is being introduced 
from 1 April 2018. It is apparently already achieving the objective of 
reducing sugar content before the legislation has even been enacted. 
The rates have now been announced, namely, a standard rate of 18p per 
litre and a higher rate of 24p.

CBW Reaction: 
That sounds like, “We have 
become concerned about evasion 
but want to understand who 
is evading the tax before we 
stamp it out so that we do so 
comprehensively”.

Fuel Duties 
The duty rates remain frozen until 31 March 2020, after which they are 
likely to increase in line with RPI.

The government will call for evidence on 20 March on the use of red 
diesel “in order to improve understanding of eligible industries and 
current use in particular in urban areas”.
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Business Rates 
There is a bit of tweaking to meet hard cases.

1. Businesses which cease to qualify for the 100% small business relief 
will have their rates limited to £50 a week.

2. Pubs with a rateable value of under £100,000 will be given a £1,000 
discount on their 2017/18 rates bills.

3. Local authorities will (between them) be given a £300million fund to 
deliver discretionary relief to target individual hard cases.

CBW Reaction: 
A lot of people were hoping for 
far more substantial relief. Mr 
Hammond pointed out that, “the 
revaluation itself is, by law, fiscally 
neutral”. So what? Laws are made 
by Parliament so he really means 
that he has chosen to leave rates 
fiscally neutral.

It is not clear what a pub is 
nowadays. Many wine bars 
sell beer and many pubs bill 
themselves as restaurants.

The discretionary relief fund 
sounds good. However, there are 
418 local authorities in the UK so 
£300million gives an average of 
£717,700 to each.

Administration

Fulfilment house due diligence scheme 
The government is going ahead with its proposal to require all UK 
fulfilment houses to register with HMRC from 1 April 2018 and comply 
with record-keeping and due diligence standards.

Not registering will be a criminal offence.

CBW Reaction: 
A fulfilment house is a business 
that holds stock on behalf of an 
overseas trader. It dispatches 
the goods to the trader’s UK 
customer on the direction of the 
trader. HMRC want to hold the 
fulfilment house responsible for 
ensuring that the overseas trader 
pays its VAT. The idea is that if the 
trader is not VAT registered, the 
fulfilment house will be prohibited 
from acting on his behalf.

Disclosure of indirect tax avoidance schemes 
The government intends to strengthen the DOTAS scheme as it 
relates to VAT from 1 September 2017. The scheme promoter will be 
primarily responsible for disclosing schemes to HMRC. The regime will 
be extended to cover all indirect taxes including the new Soft Drinks 
Industry Levy. 

CBW Reaction: 
Actually the scheme promoter 
already has that obligation but the 
idea is to define the rules more 
closely so that he will not be able 
to legitimately believe that his 
scheme is not within DOTAS.
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Promoters of Tax Avoidance Schemes (POTAS) 
The POTAS scheme will be amended from 8 March 2017 to ensure that 
a promoter cannot circumvent the POTAS regime by reorganizing their 
business or sharing control.

CBW Reaction: 
POTAS is aimed at those 
promoters who promote a 
number of avoidance schemes. 
It requires them to keep HMRC 
informed about their activities. 
We are sceptical about the 
scheme itself but, it having been 
introduced, it is obviously sensible 
for Mr Hammond to block the 
loopholes that George Osborne 
left when he bulldozed the scheme 
through in 2014 with virtually no 
parliamentary debate.

Penalties for enablers of tax avoidance 
The government will go ahead with its proposed new penalty on those 
who enable the use of abusive tax avoidance arrangements which HMRC 
later defeat. A person is an enabler if he designs, manages, markets, 
participates in or provides finance for the scheme.

The penalty is 100% of the fee charged by the enabler for his work.

CBW Reaction: 
Sorry, we are not going to market 
artificial tax avoidance schemes 
to you. But if someone else 
introduces a scheme and you want 
our view on whether it is likely to 
work, we are happy to give it, as 
such advice will not make us an 
enabler.

Offshore evasion requirement to correct 
This obviously won’t interest our clients, but we include it for the sake 
of completeness. If a person has evaded tax by the use of offshore bank 
accounts or entities, he will be required to come clean by 1 October 2018 
if he has not already done so. Failure to declare the evaded income or 
gains to HMRC by that date will attract a penalty of 200% of the tax 
evaded – in addition to the existing penalty of up to 200% for the evasion 
itself.

Relying on advice that the amount was not taxable, will not be a 
reasonable excuse for this purpose if the advice was not given directly to 
the taxpayer, the advice did not take account of the taxpayer’s individual 
circumstances, or the advisor did not have appropriate experience to 
give the advice.

Tobacco: Licensing of equipment and the supply chain 
HMRC are being given power to control the use and ownership of 
tobacco manufacturing machinery in the UK. The intention is that they 
will set up a licensing scheme and will have power to seize and destroy 
any unlicensed machinery. A license will be needed not only to own such 
machinery but also to operate it.

Customs enforcement: ower to enter premises and inspect goods 
HMRC powers of search and seizure are being updated. They will also be 
given power to use any reasonable force when exercising their power to 
enter a vehicle or vessel.
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CBW Reaction: 
The real issue with the hidden 
economy that successive 
governments have refused to 
recognise is that once a person 
has opted out of the tax system 
for 10 or 15 years, the tax, interest 
and penalties that he owes are too 
large to make it feasible for him to 
come clean.

The thought of those operating 
in the hidden economy wishing 
to open a business bank account 
or to obtain a licence is also 
somewhat far-fetched.

Partial Closure Notices 
Both HMRC and taxpayers are to be given a right to ask the FTT to deal 
with some aspects of a dispute, leaving other aspects to be resolved 
later. HMRC believe that if they challenge, say, 10 items on an enquiry, 
a taxpayer will delay dealing with one of them in order to prevent 
HMRC collecting the tax that they have agreed to be due on the others. 
Accordingly, they want power to be able to collect the undisputed tax.

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.

Warning

The hidden economy 
HMRC are to be given power to require returns from money service 
businesses, such as currency exchanges, to help them to combat the 
hidden economy.

The government is also working up new proposals to tackle the hidden 
economy. One suggestion is that no-one should be able to open a 
business bank account or obtain a business licence without quoting their 
tax reference and allowing the bank or licensing authority time to check 
it. There may also be specific new, high, hidden economy penalties.

Digital Tax Administration 
A consultation will open on 20 March on proposals to adopt the rules on 
late submission penalties, and penalty interest on late payments to fit in 
with Digital Tax Administration.

Large Business Risk Review 
HMRC are also to consult into its process for risk profiling large business. 
It will review how HMRC can promote stronger compliance.
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