
CBW
66 Prescot Street
London E1 8NN
E: info@cbw.co.uk

T: +44 (0)20 7309 3800
DX 513 London City
www.cbw.co.uk

Autumn Budget 2017
A considered opinion on the UK government’s Autumn 2017 
Budget and how it could affect you

Written by CBW’s Tax Team
November 2017

Member of DFK International

Audit & Accounts
Tax
Financial Planning
Corporate Finance

Corporate Recovery & 
Insolvency
Forensic & Investigation
HR Consultancy



Autumn Budget Statement 2017 | CBW 2 of 45

Contents

New tax rates at a glance   8

Income Tax   9

Rates and allowances 9

Marriage allowance claims 9

Dividend allowance reduction 9

Rent a room reliefs 9

Qualifying care relief for self-funded shared lives payments 10

Withholding tax on royalties 10

Partnership taxation – proposals to “clarify” tax treatment 10

Tax-advantaged venture capital schemes 12

Trusts 13

Offshore trusts 13

Salary sacrifice arrangements 14

Employee Tax 15

Employment status consultation 15

The taxation of employee expenses 15

Increase of diesel supplement on company cars 16

Measuring carbon dioxide emissions for company cars 16

Van benefit charge and fuel benefit charges for cars and vans 16

Benchmark scale rates 17

Overseas scale rates for accommodation and subsistence 17

Employer-provided accommodation and the taxation on benefits in kind 17

Employer-provided electricity for an electric car 17

Reform of Tax Treatment of Termination Payments 18

Foreign service relief 18

Self-funded training 19

Disguised remuneration 19

Save-As-You-Earn pause 19

Master trust pension schemes tax registration 20

Lifetime pension allowance 20

Armed forces accommodation allowance exemption 20

Extending seafarers’ earning deduction to the Royal Fleet Auxiliary 20

Corporation Tax 21

Rates 21

Bank levy re-scope 21

Corporation Tax: exemption for the Education Authority (Northern Ireland) 21

Corporate interest restriction 21

Disincorporation relief 22

Double taxation relief and permanent establishment (PE) losses 22

Amendments to the hybrid and other mismatches regime 22

Intangible fixed assets - related party step-up schemes 23

Ring Fence Corporation Tax: tariff receipts 23



Autumn Budget Statement 2017 | CBW 3 of 45

Increasing the rate of the Research and Development (R&D) expenditure credit 23

Corporation Tax: Capital Gains depreciatory transactions 23

Corporation Tax: Corporate Capital Gains indexation allowance 24

Capital gains assets transferred to non-resident company - reorganisations of share 
capital

24

Insolvency and phoenixism risks 24

Withholding tax exemption for debt traded on a multilateral trading platform (MTF) 25

Corporation Tax: non-UK resident companies’ UK property income and certain gains 25

Encouraging compliance by users of digital platforms 26

Intangible fixed asset regime consultation 26

Petroleum revenue tax (PRT) treatment of retained decommissioning liabilities 26

Business Tax 27

Mileage rates for unincorporated property businesses 27

Social investment tax relief 27

First year allowances extension 27

Annual update to the energy technology list 28

Extension of first year tax credits 28

Tax effect of new accounting standard for leasing 28

Intangible fixed asset regime 29

Double taxation relief: changes to targeted anti-avoidance rules 29

Double taxation relief: powers to implement multilateral instrument 29

Capital Gains Tax 31

Annual exemption 31

Payment of CGT 31

Taxing gains made by non-residents on UK immovable property 31

Entrepreneurs’ relief 33

Carried interest 33

Value Added Tax 35

Registration limit 35

Extending joint and several liability for online marketplaces 35

Split Payment Model 36

VAT refund to combined authorities 36

Consultation on grouping 36

Fraud in labour provision in the construction industry 36

Vouchers 37

VAT and air passenger duty in Northern Ireland 37

Postponed accounting on imports 37

Stamp Duty Land Tax & 
ATED 38

Relief for first-time buyers 38

Minor amendment to the 3% surcharge 38

Filing deadline 39

Rates of ATED 39



Autumn Budget Statement 2017 | CBW 4 of 45

Miscellaneous Taxes 40

National Insurance 40

Landfill tax 40

Air passenger duty 41

Vehicle excise duty 41

Fuel duty 41

Alcohol duty 41

Tobacco product duty 41

Gaming duties 42

Stamp duty and stamp duty reserve tax 42

Climate Change Levy 42

Aggregates Levy 42

Single-use plastic waste 42

Administration 43

Hidden economy conditionality 43

Simplifying late submission and late payment sanctions 43

Certificates of tax deposit 43

Extending time-limits for offshore non-compliance 44

Large Business Risk Review 44

Power to search vehicles or vessels 44

Customs examination powers 44



Autumn Budget Statement 2017 | CBW 5 of 45

About CBW

CBW is a full-service, top 50 firm of accountants, tax and 
business advisors based in the City of London.

Services

+ Audit & Accounts

+ Tax

+ Financial Planning

+ Corporate Finance

+ Corporate Recovery & Insolvency

+ Forensic & Investigation

+ HR Consultancy

Specialist sectors

+ Property

+ Start-ups

+ Regulated Business

Our service and sector experts combine their knowledge to provide 
connected insights to a wide range of clients.

CBW is an independent member firm of DFK International, a top ten 
international association of independent accounting firms and business 
advisers, with 214 member firms bringing together 11,934 partners and 
staff from over 412 offices in 92 countries.

Our DFK membership means that wherever in the world our clients want 
to do business, we can draw on the experience of independent firms like 
ours, who also share our client-focused approach.

International services
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CBW’ Tax Team

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

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
Tax Consultant

Tom 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.

Tom Adcock
Tax Partner

+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
Senior Partner

+44 (0)20 7309 3917 | andy.white@cbw.co.uk
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Toby has been providing bespoke tax planning to OMBs for 18 years 

and has substantial experience in corporate structuring and M&A 

transactions, R&D allowances, Seed Enterprise Investment Scheme 

(SEIS) and Enterprise Investment Scheme (EIS) and dealing with 

HMRC enquiries.

Toby Hermitage
Tax Partner

+44 (0)20 7309 3972 | toby.hermitage@cbw.co.uk

Michaela is one of CBW’s more colourful tax consultants, whose main 

goal is making tax a little less daunting for her clients, by providing 

straightforward, practical advice.

She works with UK and offshore individuals, businesses and trusts, and 

specialises in helping start-ups and growing businesses make use of all 

the reliefs open to them – for instance the government backed EIS and 

SEIS schemes.

Michaela Lamb
Tax Director

+44 (0)20 7309 3851 | michaela.lamb@cbw.co.uk

Ian enjoys helping clients make tax efficient choices and endure 

revenue investigations with the minimum of damage to their financial 

health. He is particularly interested in solutions for non-domiciled 

individuals.

He obtained a Master of Business Administration degree from 

Manchester Business School in 2001. This supplements his 

considerable knowledge of all forms of taxation and ensures that the 

solutions he devises to clients’ tax problems are commercially sound.
Ian MacGillivray
Tax Consultant

+44 (0)20 7309 3907 | ian.macgillivray@cbw.co.uk

CBW’s Tax Team
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New tax rates at a glance

Proposed
Income Tax 2018/19 2017/18
Basic Rate 20% * 20% *
  - on income up to 34,500 33,500
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%.

**** £2m if amounts over £1m are invested in knowledge-intensive companies.

Corporation Tax 2018/19 2017/18

Main rate 19% 19%

*The starting rate of 0%, for savings income only, had a limit of £5,000 in 2017/18 and this will 
continue in 2018/19. If an individual’s taxable non-savings income is above this, that rate will not apply. 

Dividend Allowance 2,000 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) 11,850 ** 11,500 **
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 8,695 8,445
Minimum 3,360 3,260
Married couple’s allowance is reduced by half of the excess of income over £28,900 (£28,000 in 
2017/18). It is given at 10%.
Blind persons relief 2,390 2,320
Marriage Allowance 1,185 *** 1,150 ***
Maximum Enterprise Investment Relief 1,000,000 **** 1,000,000

Capital Gains Tax £ £

Annual Exemption for individuals 11,700 11,300

Value Added Tax

VAT Registration Threshold 85,000 85,000

Inheritance Tax

Rate 40% ***** 40% *****
Nil Rate Band 325,000 325,000
Residence Nil Rate Band 125,000 100,000
***** 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

CBW reaction: 

For basic rate (20%) and additional rate tax payers (45%), this equates to a tax saving of £200 per year. For higher rate (40%) 
tax payers, the saving is increased to £340 per year and for those with the lowest incomes, the saving is reduced to £70.  For 
once it appears to be the “squeezed middle” who are feeling the most benefit. 

Rates and allowances

From April 2018, the personal allowance will increase to £11,850 and the basic rate band will be 
£34,500, taking the total earnings allowed before reaching the higher rate threshold to £46,350. 
The £150,000 threshold for the additional rate of tax remains unchanged.

Marriage allowance claims

Legislation will be introduced from 29 November 2017 that will allow claims to be made on behalf of 
a deceased spouse or civil partner and for these claims to be backdated by up to four years. This 
allowance allows individuals to save up to £230 per year but applies only where one partner earned 
less than the personal allowance and the other was a basic rate tax payer. 

Dividend allowance reduction

As previously announced, the dividend allowance (or rather nil rate band) is being reduced from 
£5,000 to £2,000 from April 2018.

CBW reaction: 

This was intended to simplify HMRC’s ambition to eliminate the tax return (i.e. prepopulate it with information from third parties 
and require you to go online to check the information) by excluding from tax small amounts of income. The person who devised 
this policy seems not to have realised that many family companies remunerate their proprietors by way of dividend, so the 
tax cost was far bigger than had been anticipated. Actually it had been anticipated by many people who had drawn it to the 
attention of HMRC, but they are not renowned for listening to advice from taxpayers’ representatives. 

Rent a room reliefs

A call for evidence will be published on 1 December 2017 to build the evidence base around the 
usage of rent-a-room relief and to help establish whether it is consistent with the original policy 
rationale to support longer-term lettings. 

CBW reaction: 

Perhaps this has something to do with the rise in Airbnb… 
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Qualifying care relief for self-funded shared lives payments

Qualifying care relief is an optional tax simplification scheme available to those providing care 
under shared lives schemes which provides a standard relief instead of deductions for their 
actual expenses. Shared lives care can be paid for in various ways and one method is self-funded 
payments. This measure expands the scope of qualifying care relief to cover payments made from 
individuals that self-fund care they receive through a shared lives scheme from 2017/18.

Withholding tax on royalties

The government will publish a consultation on 1 December 2017 on the design of rules expanding 
the circumstances in which a royalty payment to persons not resident in the UK should have a 
liability to UK income tax. Legislation will be introduced in Finance Bill 2018-19, and the changes 
will have effect from April 2019.

CBW reaction: 

Mr Hammond does not understand American tax. US tax policy has long been that they do not want to tax overseas earnings 
of US companies while they remain outside the US; they want the company to re-invest the earnings overseas to extend US 
influence throughout the world.

Mr Hammond thinks that this is wicked and accordingly if the US does not want to impose an immediate tax on genuine 
business expenses of US companies UK operations (such as royalties for the use of US patents or know-how), the UK might as 
well tax those profits and thus thwart the US policy for its own companies. He accordingly wants to tax the royalties that UK 
subsidiaries of Google and Starbucks pay to use their parent’s patents and know-how.

Partnership taxation – proposals to “clarify” tax treatment

As previously announced at Budget 2016, the government will legislate in Finance Bill 2017-18 to 
clarify the current rules for partnerships which are seen as creating uncertainty. The new rules aim 
to reduce the scope for non-compliant taxpayers to avoid or delay paying tax. 

They actually want to do four things:

1. where a partner is a nominee for someone else, the partnership must allocate the income on its 
tax return to the beneficial owner, not the nominee partner, 

2. where there is a chain of partnerships, each partnership must “ring-fence” and allocate 
amongst its own partners the share of the bottom partnership profits that are allocated to it,

3. as HMRC’s computer is more comfortable with percentages than with figures, if a partner 
is entitled to a fixed sum or to a fixed sum (such as a “salary” plus a share of profits) once 
the profits have been allocated amongst the partners, the final figures must be turned into 
percentages,

4. unless the bottom partnership in a chain knows who the ultimate beneficial owners of its 
profits are, it will have to do four tax calculations.
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CBW reaction: 

It is hard to decide whether this is better or worse than the original proposal which was that the bottom partnership would need 
to allocate its profits to the ultimate beneficial owners of those profits.

Life will be relatively simple if the bottom partnership knows who is ultimately beneficially entitled to share in its profits. If it does 
not know this, HMRC will know but will not tell them, so the partnership will have to do lots of extra work to ensure that HMRC 
knows which are the appropriate figures to use.

Sadly the likelihood is that although HMRC will know this, no-one else will so it is likely to be impossible to check the figures 
which HMRC tells you that you are taxable.

Ring-fencing the profit share through a chain of partnerships will mean that no expenses of the higher partnerships in the chain 
can be set against that profit share. That is likely to leave such partnerships with a significantly higher taxable profit than their 
accounting profit. This can be a particular problem where a person is made a partner in lieu of being paid to do something for 
the partnership, as it seems unlikely that an activity that incurs costs to do that something but generates no income (apart from 
the partnership share) constitutes a trade – so that the “loss” on that activity is likely to be a 
non-relievable loss.

Additional measures will be taken to make it clear that the allocation of partnership profits shown 
on the partnership return must be used by the partners in their personal tax returns. An individual 
partner will be given a new right to apply to the tax tribunals to resolve disagreements on how 
the profits are split, but will not have a right to challenge the calculation of the profits themselves 
before the tribunal.

CBW reaction: 

Seriously?? So if Partner A thinks that his partners have loaded the partnership with non-business expenses, and his real 
taxable profits is greater than the partnership statement says, Mr Hammond intends to make it illegal for Partner A to pay the 
tax he owes. He will have to be taxed only on the wrong amount unless he goes to court to challenge his partners under civil 
law. We suspect that even Lewis Carroll would have rejected such a suggestion as being too far-fetched to have even a whiff of 
credibility.

Finally, the legislation will provide a relaxation in the information to be shown on the partnership 
return for investment partnerships that report under the Common Reporting Standard or the 
US Foreign Account Tax Compliance Act and who have non-UK resident partners who are not 
chargeable to tax in the UK.
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Tax-advantaged venture capital schemes

Various announcements were made in respect to VCT, EIS and SEIS aimed at encouraging 
investment in certain areas, while tightening up on the perceived abuses:

Increased limits for investments in knowledge-intensive companies

In order to encourage more investment in knowledge-intensive companies (KICs) under EIS and 
VCT schemes, the following amendments will be introduced from 6 April 2018:

• Doubling of the limit on the amount an individual may invest under the EIS in a tax year to £2 
million, provided any amount over £1 million is invested in one or more KICs 

• Doubling the annual investment limit for KICs receiving investments under the EIS and from 
VCTs to £10 million. The lifetime limit will remain the same at £20 million

• Allow KICs to use the date when their annual turnover first exceeds £200,000 in determining 
the start of the initial investing period under the permitted maximum age rules, instead of the 
date of first commercial sale.

Consultation on an innovative EIS fund

A consultation will be launched in 2018 on the introduction of a new knowledge intensive EIS fund 
structure in which funds would have flexibility to deploy capital raised over a longer period.

Relevant investments

Legislation will be introduced to ensure all risk finance investments, whenever made, will count 
towards the lifetime funding limits for companies receiving investments under the EIS and VCT 
schemes. The current rules exclude certain investments made before 2012. The changes will have 
effect for investments made on and after 1 December 2017.

Streamlining the advance assurance service

A consultation was published on 5 December 2016 in respect of this and the government will 
publish their response on 1 December 2017.

Effect of anti-abuse provisions on commercial mergers

Legislation will be introduced for subscriptions after 6 April 2014, to limit the application of an 
anti-abuse rule relating to mergers of VCTs. The rule restricts relief for investors who sell shares 
in a VCT and subscribe for new shares in another VCT within a six-month period, where those 
VCTs merge. This rule will no longer apply if those VCTs merge more than two years after the 
subscription, or do so only for commercial reasons.

Risk to capital condition 

EIS, SEIS and VCT are targeted at growth investments. Relief under the schemes will be focussed 
on companies where there is a real risk to the capital being invested, and will exclude companies 
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CBW reaction: 

When you make an EIS investment after 6 April 2018, how will you know whether it is a qualifying risk investment? You won’t! 
Whether you get your EIS relief will require HMRC (or on appeal the tax tribunal) to consider “all relevant factors about the 
investment” in the round, and decide from that whether there is a significantly greater risk that you could lose your money than 
that it will grow sufficiently for you to double your money. As it is hard to see why anyone should risk capital without anticipating 
a significant profit, there must be a strong risk that if you actually make money, HMRC will withdraw your EIS relief on the basis 
that the investment was not risky enough.

Trusts

The government will publish a consultation in 2018 on how to make the taxation of trusts “simpler, 
fairer and more transparent”.

Offshore trusts

The measure will amend current legislations so that from April 2018, where capital payments are 
made (or benefits provided) to a close family member of a UK resident settlor, they will be taxable 
as if they were received by the settlor. 

Capital payments to a non-resident will not be matched against the pool of trust gains during the 
lifetime of the trust, regardless of the domicile status of the settlor and whether or not the recipient 
of the payment is the settlor or another beneficiary of the trust. 

CBW reaction: 

Where a trust has non-UK resident beneficiaries, there is a short window to 5 April 2018 in which to distribute accumulated 
income or gains of the trust to that non-resident, leaving only clean capital in the trust available to be paid to UK resident 
beneficiaries. If this is not done, from 2018/19 untaxed gains and untaxed income of the trust will be allocated only to UK resident 
beneficiaries who receive a distribution (or to the settlor in some circumstances).  Distributions to non-residents will have no UK 
tax effect so as to leave as much as possible available to allocate to UK beneficiaries in later years.

It should particularly be realised that this does not merely apply to avoidance cases. Suppose there are three beneficiaries in a 
Canadian trust, two of which are resident in Canada and one in the UK. Every year the trustees pay out the whole of the income 
equally to the three beneficiaries. They will be treated as having paid out only the one-third that goes to the UK resident. If the 
UK resident later receives a capital distribution, that will be taxed as income up to the amount of income that was previously paid 
to his two Canadian siblings. Fair? Mr Hammond thinks so.

and arrangements intended to provide “capital preservation”. The changes will have effect for 
investments made on and after Royal Assent of Finance Bill 2017-18 (probably July 2018). HMRC 
will not provide advance assurances for investments that appear to breach this condition or where 
it would be reasonable for them to conclude that a company appears to be intending to carry out 
capital preservation activities. 

Curiously, none of these measures are expected to generate any tax! We can only assume that the 
government expect that overseas trusts will stop making payments to foreign beneficiaries.



Autumn Budget Statement 2017 | CBW 14 of 45

In addition, if capital payments or benefits are received by individuals who do not pay tax on the 
distribution (because they are either non-resident or are non-domiciled remittance basis users 
who do not remit the payment) and that recipient then makes an onward gift to a UK resident, the 
UK resident will be treated as receiving a capital payment or benefit from the trust equal to the 
amount of the gift.

CBW reaction: 

It is not clear if HMRC will need to show that the gift is connected to the receipt of the trust distribution or if there will be a time-
limit for marrying together the two transactions. For example, if I receive a birthday present from my sister in Canada, will I need 
to check that she is not a beneficiary of a trust from which she received a distribution (and paid Canadian tax on it) five years 
ago?

Salary sacrifice arrangements

The transitional rules introduced last year to protect employees who entered into contractual 
arrangements before 6 April 2017 will come to an end on 6 April 2018 for most arrangements. As 
previously announced, 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)
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Employee Tax

Employment status consultation 

The government will publish a consultation as part of its response to Matthew Taylor’s review of 
modern working practices, considering options for reform to make the employment status tests 
for both employment rights and tax clearer. The government recognises that this is an important 
and complex issue, and so will work with stakeholders to ensure that any potential changes are 
considered carefully.

CBW reaction: 

This relates to the so-called “gig” economy and follows court cases involving Uber and press coverage of pizza delivery 
companies. HMRC would like all such workers to be classified as employees even if, in reality, they are self-employed by 
reference to decided court cases regarding status.  

Actually, Mr Taylor complained that tax was specifically excluded from his remit, so it is a bit unfair to blame him for opening the 
door to a reform of the tax rules.

The taxation of employee expenses

HMRC has announced that it will work with external stakeholders to explore improvements to the 
guidance on employee expenses, particularly on travel and subsistence, and the claims process for 
tax relief on employment expenses. This programme of work will also increase simplicity around 
the process for claiming tax relief and will take action to improve awareness of the process and the 
rules.

This follows the call for evidence on the taxation of employee expenses published on 20 March 
2017. The aim of the call is to better understand the use of the income tax relief for employees’ 
business expenses, including those that are not reimbursed by their employer.

Its main objectives are to understand:

• if the current rules or their administration can be clearer and simpler

• whether the tax rules for expenses are fit for purpose in the modern economy

• why the cost to the Exchequer of the tax relief for expenses which are not reimbursed has 
increased

The call seeks views on:

• current employer practice on employee expenses

• current tax rules on employee expenses

• the future of employee expenses

The government will use the information gathered to inform potential future policy development. 
No decisions have been made about the issues set out in this document and the government 
response will be published on 1 December 2017.
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CBW reaction: 

Simplification of the tax system is always welcome. 

Perhaps the cost to the Exchequer has increased because more people are starting to realise what deductions they are entitled 
to. That would surely be a good thing.

Increase of diesel supplement on company cars

This measure increases, from 6 April 2018, the appropriate percentage used for calculating the 
cash equivalent of a taxable benefit when a diesel car is made available for private use to an 
employee. The diesel supplement is increased from 3% to 4% for all diesel cars that are not certified 
to the Real Driving Emissions 2 (RDE2) standard. The supplement will apply to those cars propelled 
solely by diesel (not diesel hybrids) and registered on or after 1 January 1998, which do not have a 
registered NOx emissions value. It will also apply to models registered on or after 1 January 1998, 
which have a registered NOx emissions value which exceeds the RDE2 standard. This measure 
removes the diesel supplement altogether for diesel cars which are certified to the RDE2 standard.

Measuring carbon dioxide emissions for company cars

This measure confirms that for Vehicle Excise Duty (VED) and taxes related to the company car 
tax regime (CCT), the applicable carbon dioxide emissions figure for cars will continue to be based 
on the current New European Driving Cycle (NEDC) test procedure. It provides assurance and 
certainty for motorists, employers, car manufacturers, HMRC and DVLA that the correct emissions 
data is being used for the purpose of collection of VED and CCT.

From 1 September 2017, a new test procedure was introduced (Worldwide harmonised Light-
vehicles Test Procedures - ‘WLTP’). Existing EU legislation requires car manufacturers to report 
their results under this new test cycle from autumn 2017, as well as providing figures that relate to 
the current NEDC test cycle.

The government announced that it would legislate, in a future Finance Bill, for the WLTP system to 
be introduced from April 2020. Following engagement with the car industry, it considers that this 
timeline for introducing the new system will give car manufacturers time to reflect the new values 
in all of their products, and to explain to their customers what the change would mean for them.

Van benefit charge and fuel benefit charges for cars and vans

The van benefit charge and the car and van fuel benefit charges will rise from 6 April 2018 by 
the increase in the September 2017 retail price index (RPI). The flat-rate van benefit charge will 
increase to £3,350; the multiplier for the car fuel benefit charge will increase to £23,400; and the 
flat-rate van fuel benefit charge will increase to £633.

Benchmark scale rates

The government will legislate in Finance Bill 2018-19 so employers will no longer be required to 
check receipts when making payments to employees for subsistence using benchmark scale rates. 
This administrative easement applies to standard meal allowances paid in respect of qualifying 
travel and the newly legislated overseas scale rates. Employers will only be asked to ensure that 
employees are undertaking qualifying travel. The change will have effect from April 2019. Abolition 
of receipt checking does not apply to amounts agreed under bespoke scale rates or industry wide 
rates.
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CBW reaction: 

Hooray! This is a much-needed relaxation of burdens on employers trying to run a business.

Overseas scale rates for accommodation and subsistence

The government will legislate in Finance Bill 2018-19 so the existing concessionary travel and 
subsistence overseas scale rates will be placed on a statutory basis on and after 6 April 2019, 
to provide clarity and certainty. Employers will only be asked to ensure that employees are 
undertaking qualifying travel. This follows the call for evidence on the taxation of employee 
expenses published on 20 March 2017, the government response to which will be published on 1 
December 2017.

CBW reaction: 

The concessionary scale rates are based on civil service scale rates. Unfortunately it is difficult to discover what those rates are 
other than by asking HMRC. Accordingly, actually publishing them sounds like good news. 

Employer-provided accommodation and the taxation on benefits in kind

Mr Hammond announced his intention in the Spring 2017 Budget of consulting on these subjects. 
The consultation documents have not yet been published and we have not been given a date 
when this will occur.

CBW reaction: 

Promises, promises. We will not hold our breath.

CBW reaction: 

How generous the Chancellor is!

Employer-provided electricity for an electric car

The government will legislate in Finance Bill 2018-19 to exempt employer-provided electricity from 
being taxed as a benefit in kind from April 2018. This will apply to electricity provided in workplace 
charging points for electric or hybrid cars owned by employees.
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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

CBW reaction: 

People who spend most of their life working abroad will have to be very careful with the timing of their return to the UK.

For example, suppose an individual works for 40 years for an oil company in various inhospitable locations throughout the world 
and when he retires in June 2019, he is given an ex-gratia payment of £100,000 in recognition of his long service.

Currently none of it is taxable. For 2019/20 onwards, none of it will be taxable still, provided that he is non-UK resident for 
2019/20. Suppose he returns home to the UK in July 2019. It is probably still not taxable provided that split-year treatment 
applies. Suppose though that he is given three months terminal leave and returns to the UK in March 2019.  Split-year treatment 
cannot apply so he is UK resident for 2019/20. That means that the whole £100,000 (less the normal £30,000 exempt amount) 
will now be taxable even though it relates to a job in which he never worked in the UK and was not UK resident when he did any 
of the work.  Does that seem fair? It does to Mr Hammond.

And what if the company give him an office job in London for the last year of his employment to give him a chance to get used 
to current London life. Under the current law 1/40ths of his £100,000 would be taxable (i.e. the proportion of the work for the 
company that was performed in the UK. From 2018/19 the whole £100,000 will be taxable. 

Foreign service relief

As announced at Budget 2016 and confirmed at Spring Budget 2017, the government will legislate in 
Finance Bill 2017-18 to ensure that employees who are UK resident in the tax year their employment 
is terminated will not be eligible for foreign service relief on their termination payments. Reforming 
foreign service relief in this way will help achieve the government’s aims of a fairer tax system. The 
existing Statutory Residency Test (SRT) will be used to determine whether employees are UK 
resident in the tax year they receive their termination award. Reductions in the case of foreign service 
are retained for seafarers. Draft legislation was published on 13 September 2017, but no changes 
were made to this. The changes will have effect on and after 6 April 2018 and apply to those who 
have their employment contract terminated on and after 6 April 2018. The existing £30,000 income 
tax exemption and an unlimited employee National Insurance contributions (NICs) exemption for 
payments associated with the termination of employment will continue to apply. The rules on income 
tax and employer NICs for termination payments are aligned so that employer NICs will be payable on 
payments above £30,000 (which are currently only subject to income tax).
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CBW reaction: 

When Mr Hammond says “fairer” it appears that he means that it increases the tax take. It does not seem fair to us that a 
termination payment relating to an employment most of which was not taxed in the UK because it was carried out abroad 
should be liable to UK tax. It is likely to put people off from retiring here with the result that the UK economy will be denied the 
spending power of such people.

Self-funded training

The government will consult in 2018 on extending the scope of tax relief currently available to 
employees and the self-employed for work-related training costs. This also follows the call for 
evidence on the taxation of employee expenses published on 20 March 2017, the government 
response to which will be published on 1 December 2017.

Disguised remuneration

The existing use of disguised remuneration avoidance schemes will be tackled by the new charge 
on disguised remuneration loans that remain outstanding on 5 April 2019, which is contained 
in Finance (No. 2) Act 2017, which received royal assent on 16 November 2017. Draft legislation 
published on 13 September 2017 makes further provision in connection with that new charge.

CBW reaction: 

The legislation was actually passed by the House of Commons on 31 October, so it has taken a mere three weeks for Mr 
Hammond  to work out that he got it wrong. Wouldn’t it be nice if we were to return to the system that prevailed in the 1970s 
when parliament reviewed and corrected the draft legislation before they enacted it, instead of passing rubbish, sight unseen, 
and then patching it when people work out that it doesn’t work and patching it again the following year after HMRC have found 
problems in seeking to apply it? The odd thing is that those same MPs who create the patchwork of legislation complain that 
we need a simpler tax system when the result of their continuous patching makes it difficult to follow their legislation.

Save-As-You-Earn pause

From 6 April 2018, the government will allow employees on maternity and parental leave to take 
a pause of up to 12 months from saving into their Save-As-You-Earn employee share scheme. 
Employees can currently pause saving for 6 months. This increase is to allow employees on 
maternity and parental leave to continue saving into the scheme when they start to return to work. 
HMRC guidance will set out the changes.

CBW reaction: 

The real benefit is not the ability to resume saving, but the fact that the employee will no longer be forced to continue to save 
when his income has dropped off, to avoid the approval of his options lapsing.
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Master trust pension schemes tax registration

As announced at Spring Budget 2017, the government will legislate in Finance Bill 2017-18 to 
introduce HMRC powers to register and de-register master trust pension schemes and schemes 
for dormant companies. Draft legislation was published on 13 September 2017. The legislation is 
unchanged following consultation. The changes will have effect on and after 6 April 2018.

CBW reaction: 

This is a novel move. The idea is that two parts of the government should start to talk to one another. Mr Hammond has come 
up with the almost unthinkable idea that if HMRC and The Pensions Regulator (the supervisor of Master Trusts) 
co-ordinate their oversight that might help prevent fraud!

Lifetime pension allowance

As announced at March Budget 2015 and confirmed at Summer Budget 2015 and Autumn Budget 
2017, the lifetime allowance for pensions will increase in line with the Consumer Price Index (CPI), 
rising to £1,030,000 for the tax year 2018-19.

Armed forces accommodation allowance exemption

Currently, most members of the armed forces live in accommodation provided by the Ministry of 
Defence. Under existing rules, living accommodation provided to members of the armed forces is free 
from a benefit-in-kind tax charge. The Ministry of Defence intends to provide members of the armed 
forces with an accommodation allowance to help them rent or maintain accommodation in the private 
housing market in the UK and this too will be exempt from income tax from the date of royal assent.

Extending seafarers’ earning deduction to the Royal Fleet Auxiliary

This measure brings employees of the Royal Fleet Auxiliary within the scope of the definition of a 
seafarer for tax purposes. This measure will allow eligible employees of the Royal Fleet Auxiliary to 
claim seafarers’ earnings deduction.
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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.

Bank levy re-scope

As previously announced, more than once now, the government will change the bank levy’s scope 
so that UK headquartered banks are levied only on their UK balance sheet liabilities and the rules 
around shared group liabilities and nominated companies will be simplified. 

The changes to the bank levy’s scope will have effect for chargeable periods ending on and after 1 
January 2021, while other changes will have effect on and after royal assent or Finance Bill 2017-18, 
or for chargeable periods ending on and after 1 January 2018.

Corporation Tax: exemption for the Education Authority (Northern Ireland)

The changes will have effect on and after 1 April 2015 and will be legislated in ‘Finance Bill 2017-
18’ to exempt the Education Authority (Northern Ireland) from Corporation Tax, in order to ensure 
consistency of tax treatment with equivalent bodies providing state-funded education across the 
UK.

Corporate interest restriction

Further technical amendments are to be introduced to the corporate interest restriction rules. This 
will ensure the regime works as intended. Some are to take effect on and after 1 April 2017, when 
the corporate interest restriction rules commenced. The remainder of the amendments have effect 
on and after 1 January 2018. These rules will only effect large businesses within the charge to 
Corporation Tax with net interest and financing costs in excess of £2m per annum.

Amendments will be made to:

• the rules about relevant derivative contract debits and credits to ensure that derivatives 
hedging a financial trade that is not a banking business are not inappropriately excluded from 
the rules 

• the calculation of group-earnings before interest, tax, depreciation and amortisation (EBITDA), 
to align the treatment of Research and Development (R&D) Expenditure Credits with the 
approach taken in the calculation of tax-EBITDA 

• the infrastructure rules, to ensure that insignificant amounts of non-taxable income do not affect 
their operation 

• the infrastructure rules, so that the time limit for making an election to be a qualifying 
infrastructure company is changed to the last day of the accounting period where the election 
first applies 

• the infrastructure rules, so that a third party which acquires an asset from a qualifying 
infrastructure company (QIC) is not automatically treated as making an election to be a QIC 
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• the infrastructure rules, so that the limitation on relief for related party interest cannot be 
avoided by using a conduit company to provide the finance 

• the definition of a group, to align it with accounting standards and to ensure that asset 
managers do not cause otherwise unrelated businesses to be grouped together 

• the administrative rules, so that when an interest restriction return is submitted, companies will 
be required to amend their company tax returns if their tax position is changed 

Disincorporation relief

At Budget 2013, the government introduced a disincorporation relief for 5 years from April 2013, 
which was legislated for in Finance Act 2013. The government will not extend current relief beyond 
the current 31 March 2018 expiry date.

CBW reaction: 

Not entirely surprising. It was a relief that was infrequently used since its inception and has become increasingly rare since. If a 
business really wants to disincorporate then the additional tax will be welcome by Mr Hammond and his chums.

Double taxation relief and permanent establishment (PE) losses

The measure restricts the amount of credit allowed or deduction given in the UK for foreign tax 
suffered by a company with an overseas PE where losses of the PE have been set off against 
profits other than of the PE in the foreign jurisdiction.

This is designed to avoid a situation in which double loss relief can be obtained.

Amendments to the hybrid and other mismatches regime

The regime addresses arrangements that give rise to hybrid mismatch outcomes and generate 
a tax mismatch, and in doing so fully implements, and, as a matter of policy, in some areas goes 
further than, the Organisation for Economic Co-operation and Development (OECD) Base Erosion 
and Profit Shifting (BEPS) action 2 recommendations. Mismatches can involve either double 
deductions for the same expense, or deductions for an expense without any corresponding receipt 
being taxable.

The UK regime neutralises the tax mismatches created by these arrangements by changing the 
tax treatment of either the payment or the receipt, depending on the circumstances. The rules 
are designed to work whether both the countries affected by a cross-border arrangement have 
introduced domestic hybrid mismatch rules based on the OECD recommendations, or just one.

This measure introduces a number of technical changes to the hybrid and other mismatches 
regime which were out of line with the original policy intentions.
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Intangible fixed assets - related party step-up schemes

New measures to address avoidance involving net book value accounting, including licensing 
arrangements between related parties, were introduced with immediate effect.

Net book value accounting occurs where consideration for a disposal is accounted for at ‘cost’ 
(the book value of the asset disposed of) rather than the actual value of what has been received 
and/or disposed of. This type of accounting is used by related parties in ‘step-up’ avoidance 
schemes to achieve an asymmetrical tax treatment in the transaction price. In the case of licensing 
arrangements, there is a ‘step-up’ in the transaction value between the amount recognised by the 
licensor and the amount recognised by the licencee. The licensor accounts for the disposal at the 
lower net book value whilst the licencee recognises the higher commercial value, or ‘step-up’ value, 
of the asset acquired.

This measure counters step-up avoidance by ensuring all non-cash disposals and related party 
licensing arrangements are taxed fairly and consistently and in line with cash transactions.

Ring Fence Corporation Tax (RFCT): tariff receipts

A further clarification to these rules ensures that activities by petroleum licence holders in the UK 
and on the UK Continental Shelf which give rise to tariff income, in relation to UK oil and gas assets, 
are taxed as oil extraction activities. This means profits from these activities are subject to RFCT at 
30% and supplementary charge (SC) at 10%.

This measure amends the definition of tariff receipts in the legislation to make it clear that there is 
no distinction for RFCT and SC purposes between the treatment of third party income arising from 
old (PRT) and new (non-PRT) oil fields.

Increasing the rate of the Research and Development (R&D) expenditure credit

The rate of the R&D expenditure credit for large companies will be increased from 11% to 12%, from 
1 January 2018.

CBW reaction: 

This will no doubt be welcomed by BIG pharma companies and large R&D intensive corporates who may be considering where 
to locate their R&D post-Brexit.

Corporation Tax: Capital Gains depreciatory transactions

Where a company sells a subsidiary, it must adjust the sale proceeds by reference to any 
depreciatory transaction in the previous six years that reduced the value of the shares being sold.

That creates scope for avoidance. A company can enter into a depreciatory transaction and wait 6 
years before selling the shares. Accordingly the six year time-limit is being removed. 

On a disposal after 21 November 2017, a company must adjust for any depreciatory transaction that 
took place on or after 31 March 1982.
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CBW reaction: 

It is not clear why this has suddenly become a problem. It is also not clear how HMRC expects a company to  know what 
happened in 1982, particularly where the company is a listed company in which none of the current management are likely to 
have had any connection with the company in 1982.  

This looks like scraping the bottom of the tax barrel with very little real hope that anything will rise to the top!

Corporation Tax: Corporate Capital Gains indexation allowance

Indexation allowance on corporate Capital Gains will be frozen at the amount that would be due 
based on the Retail Price Index for December 2017. The change will have effect for disposals on 
and after 1 January 2018.

CBW reaction: 

Given that indexation was abolished for non-corporates in 2008, the fact that it has taken this long for the corporate equivalent 
to go is something of a surprise. This should be a nice little money spinner for the Treasury as the RPI based relief offers 
corporates a significant benefit on capital disposals of, particularly, assets held for lengthy periods.

Capital Gains assets transferred to non-resident company - reorganisations of 
share capital

Where the trade and assets of a UK company’s foreign branch are transferred to an overseas 
company in exchange for shares in that company, existing legislation allows tax on any capital 
gains on this disposal of assets to be postponed. The postponement is temporary, until the 
overseas company sells the assets, or the UK company disposes of the shares in the overseas 
company, other than in exchange for further shares during a corporate reconstruction. Under 
the current rules, an unintended consequence is that if the shares exchanged during the 
reconstruction fall within conditions for the Substantial Shareholding Exemption (SSE) to apply, 
the postponed tax charge may become payable, even though the group still owns the shares of the 
overseas company.

The new measures seeks to correct this anomaly.

Insolvency and phoenixism risks

The government intends to “explore further means for tackling the small minority of taxpayers who 
deliberately abuse the insolvency regime in trying to avoid or evade their tax liabilities”.

A previous crackdown on the use of insolvencies to recycle businesses, thereby attracting capital 
tax rates rather than income, was brought in and has largely outlawed most of what the Treasury 
viewed as abusive practices.
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CBW reaction: 

They appear to have in mind giving HMRC power to require a company to provide security for corporation tax and other taxes 
as well as for VAT and PAYE as at present.

Whether putting a failing business out of business prematurely by expecting it to raise funds to pay to HMRC will produce a lot 
of extra cash for the government seems questionable.

Having had one bite at this already and having caught most of the potential abuses it intended, as well as a few cases that it 
probably shouldn’t have, the government is now having a bit of a think about how to catch those that may have slipped through 
the net the first time. 

Withholding tax exemption for debt traded on a Multilateral Trading Platform (MTF)

The government having previously consulted on the introduction of an exemption from withholding 
tax for interest on debt traded on a multilateral trading platform of a recognised stock exchange, in 
order to facilitate the development of UK debt markets, have now decided to move forwards with 
the implementation of these measures.

Since the consultation the rules have been amended to widen the definition of alternative finance 
investment bonds to include securities admitted to trading on such an MTF.

The changes will have effect for:

• Payments of interest made on and after 1 April 2018

• Corporation Tax purposes for accounting periods beginning on and after 1 April 2018

• Income Tax purposes for the tax year 2018 to 2019 and subsequent tax years

Corporation Tax: non-UK resident companies’ UK property income and certain 
gains

Moving forwards, and it will take a while to reach that future, non-UK resident companies that 
carry on a UK property business or have other UK property income will be charged to corporation 
tax, rather than being charged to income tax as at present. A non-UK resident company that has 
chargeable gains on the disposal of UK residential property will also be charged to corporation tax, 
instead of capital gains tax as at present. 

This follows consultation published in March 2017 and the government now plans to publish draft 
legislation for consultation in summer 2018. The change will have effect on and after 6 April 2020.

CBW reaction: 

Eminently sensible and it is only surprising that this did not happen sooner. Or perhaps not because it forces non-residents who 
have become used to the UK’s income tax system to learn quickly the often far more complex rules that apply to corporation 
tax. In particular we do not envy non-residents having to try to understand the loan relationship legislation that will in future 
govern the deductibility of their interest payments, particularly where they borrow in their home currency rather than sterling.



Autumn Budget Statement 2017 | CBW 26 of 45

Encouraging compliance by users of digital platforms

As announced at Autumn Budget 2017, the government will explore with digital platforms how 
their business operating models work and what opportunities there are to promote better tax 
compliance by their users, before publishing a call for evidence in spring 2018 on what more digital 
platforms could do to prevent non-compliance among their users. 

CBW reaction: 

A digital platform is of course the company that hosts your cloud computing as well as companies like Amazon and E-bay which 
act as a digital storefront for others. Big Brother is looking for ways to by-pass having to trust you – even though of course 
under the Taxpayers Charter it asserts a belief in your honesty.

Having made the platform jointly liable for the VAT of its users, the government obviously intends to test the boundaries of 
what else the platforms can be held liable for. I guess that if you can’t tax the platforms effectively then making them pay the tax 
liabilities of its users must come a close second.

Intangible fixed asset regime consultation

A new consultation was announced for 2018 that will look again at the regime, which is now more 
than 15 years old, consider how it encourages growth and whether there are targeted changes that 
can be made in response to this.

Petroleum Revenue Tax (PRT) treatment of retained decommissioning liabilities

New amendments the PRT rules to enable more flexibility over retention of decommissioning. This 
follows from the publication of a discussion document at Spring Budget 2017 on tax issues for late-
life oil and gas assets, and the establishment of an expert panel to consider the issue. A technical 
consultation will be issued in spring 2018.
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Business tax

Mileage rates for unincorporated property businesses

The measure, effective from 6 April 2017, allows landlords the choice to use fixed rates per 
business mile to calculate their allowable deductions for motoring expenses, instead of deducting 
actual running costs and claiming capital allowances. It will not be available to landlords who 
are companies or in mixed partnerships (a partnership with both individual and non-individual 
members). This makes the tax computations of these businesses more consistent with trading 
businesses who already have this choice, and the mileage rates will be the same as for trading 
businesses and employees using the same vehicles.  

It will benefit individuals and partnerships made up only of individuals carrying on a property 
business who travel by cars, goods vehicles or motor cycles for business purposes. The option for 
landlords to calculate deductions using fixed mileage rates was requested by stakeholders during 
the consultation on simplified cash basis for unincorporated property businesses, which ran from 
August to November 2016. Until 2013 landlords were able to deduct fixed mileage rates under an 
Extra Statutory Concession.

CBW reaction: 

This is a sensible change.

Social investment tax relief

At Autumn Statement 2016, the government announced an intention to introduce an accreditation 
system to allow investment in care homes under social investment tax relief. The government 
intends that the design for the system will include a minimum proportion of Local Authority funded 
beds. The government will engage with stakeholders to test and develop the proposed design.

CBW reaction: 

Anything which helps to take pressure off the NHS is welcome.

First year allowances extension

The government will extend the first year allowances for zero-emission goods vehicles and gas 
refuelling equipment to March/April 2021. This will allow tax relief for investment on relevant plant 
and machinery (which was due to expire on 31 March 2018) to continue, so the change will take 
place on 1 April 2018. The government will legislate by statutory instrument in December 2017.
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CBW reaction: 

This is a chicken and egg situation. No-one wants to invest in refuelling equipment until there are enough cars to generate a 
return and no-one wants to buy energy-efficient cars which they cannot easily refuel.

As the government now seems to be pinning its colours to the electric powered car mast, it is hard to see the point of continuing 
this relief.

Annual update to the energy technology list

This list was first published in 2001 and is reviewed each year to ensure that it is current measure 
updates the lists of technologies and products covered by the energy-saving first year allowances 
(FYA) scheme. It adds three new products, modifies nine and removes two items from the list. 
The scheme allows 100% of the cost of an investment in qualifying plant and machinery to be 
written off against the taxable income of the period in which the investment is made, improving 
cash flow for businesses. The scheme aims to reduce the consumption of energy by business, 
by encouraging their investment in the most efficient plant and machinery. This can help reduce 
overall energy costs and carbon emissions, with the intention of aiding the UK’s carbon reduction 
obligations issue. A technical consultation will be issued in spring 2018.

CBW reaction: 

This 100% tax relief is easy to overlook. Before buying energy or water saving equipment, check if there is something on the list 
that will meet your needs and provide you with enhanced allowances and make sure that whoever completes your tax return 
knows that you have done so.

Extension of first year tax credits

Loss-making businesses that purchase designated plant and machinery which uses water or 
energy efficient equipment can surrender their capital allowances for cash at two-thirds of the 
Corporation Tax rate (currently 19%, so giving an effective rate of 12.67%). This mitigates the barrier 
of high purchase costs where the efficiency of a product can provide savings to businesses and 
wider environmental benefits. The relief was due to expire in 2018 but has been extended until 31 
March 2023.

Tax effect of new accounting standard for leasing

The introduction of a new accounting standard for leasing, IFRS 16, creates the need for changes 
to tax legislation. The government will publish two consultations on 1 December 2017:

• firstly, on the legislative changes required by the new accounting standard to ensure that the 
income and corporation tax rules for leased plant and machinery continue to work as they do 
currently, and on the wider impact of the accounting change for income and corporation tax; 
and 

• secondly, to evaluate options for the corporation tax treatment of lease payments under the 
new corporate interest restriction which came into effect on 1 April 2017.
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CBW reaction: 

Always nice to see the Treasury, when confronted with a problem, taking the “phone a friend” option. I’m sure that we’ll be able to 
help them out.

Intangible fixed asset regime

The government will consult in 2018 on the intangible fixed asset regime, which is now more 
than 15 years old. The consultation will consider how it encourages growth and whether there are 
targeted changes that can be made in response to this.

CBW reaction: 

“If it ain’t broke, don’t fix it”. Having said that, it is always welcome when the government listens, so some good may come out of 
it.

Double taxation relief: changes to targeted anti-avoidance rules

The measure will make two changes to the DTR targeted anti-avoidance rule (TAAR). The first 
change, effective for returns with a filing date on or after 1 April 2018, removes the requirement for 
HMRC to issue a counteraction notice before the TAAR applies, and the second, which came into 
force on 22 November 2017, slightly widens the scope of schemes or arrangements to which the 
DTR TAAR can apply.

CBW reaction: 

This brings the TAAR into self assessment,  i.e. in future you can be charged a penalty (as well as having to pay the tax) if you 
try to avoid tax and do not have second thoughts about it when you complete your tax return.

Double taxation relief: powers to implement Multilateral Instrument

Following the OECD’s BEPS project, a number of changes have been agreed internationally to 
some of the definitions on which most double tax agreements are based. To avoid hundreds of 
double tax agreements having to be renegotiated – which could take 10 years - the OECD has 
produced a document, the Multilateral Instrument, to reflect the changes into its own draft double 
tax agreement. Most countries use this when negotiating double tax agreements. The concept 
is that double tax agreements between two countries which have acceded to the Multilateral 
Instrument will automatically be amended to reflect the terms of this Instrument. HMRC will be 
given power to give full effect to the provisions of the Multilateral Instrument which it signed on 7 
June 2017.
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CBW reaction: 

Sounds great! The only snag is that the UK has published a 45 page document setting out areas in which it does not intend the 
Multilateral Instrument to apply. Accordingly we seem destined to end up with double tax agreements which no-one understands 
because they have been amended by parts of the Multilateral Instrument, but not by those parts of it to which the UK has issued 
a reservation, so that the list of reservations plus the Multilateral Instrument will both need to be looked at to try to understand 
the tax treaty.
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Capital Gains Tax

Annual exemption

The CGT annual exemption for 2018/19 will be £11,700, an increase of £400 over 2017/18.  The 
annual exemption for trusts becomes £5,850. However bear in mind that where a person creates 
several trusts, this £5,850 figure has to be shared equally between them subject to a minimum 
exemption of £585 per trust.

Payment of CGT

The government threatened in the last Budget to make CGT on residential property payable 30 
days after the disposal instead of up to 21 months later. They still intend to do this but not before 6 
April 2020.

Taxing gains made by non-residents on UK immovable property

The big CGT change is the extension of non-residents capital gains tax (NRCGT) from April 2019. 
Although the government has issued a consultation paper (so there is no draft legislation), the 
consultation is limited to a few detailed questions. The main framework of the rules is not open to 
consultation.

The government proposes to tax all non-residents on all capital gains on disposals of both UK 
properties and interests in property-owning vehicles that derive at least 75% of their value from UK 
property. This means that:

a) NRCGT will be extended to commercial property as well as residential,

b) the existing exclusion for interests in widely-held entities will be withdrawn,

c) a disposal of shares in an overseas company or a partnership or trust interest, or   
 any other vehicle that derives 75% or more of its gross asset value from UK    
 property, will be taxed if the seller owns (or previously owned) 25% or more of the   
 interest in the overseas entity,

d) there will be a forestalling rule aimed at combatting “treated shopping” between   
 now and April 2019.

There will be a rebasing to 6 April 2019 (1 April for Corporation Tax) of those assets that were not 
previously in the scope of NRCGT.  Where the non-resident owns a direct interest in the property, he 
will be able to elect to use original cost instead, as “rebasing” may produce an unfair result. If what 
he holds are shares in a property company or other vehicle, he will not be able to use original cost, 
presumably because it is considered unfair not to own a whole property. Even where cost can be 
used, time-apportionment will not apply.

CBW reaction: 

Suppose Jacques bought a UK commercial property for £400,000 in 2003. At the time it was thought planning permission 
would be obtained for a change of use, but this has not been forthcoming. The value of the property at 6 April 2019 is 
£300,000. Jacques sells the property in 2020 for £350,000.
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Overseas companies are being brought within the scope of corporation tax instead of CGT in 
relation to their UK properties. Accordingly, if the company disposes of a UK property after 1 April 
2019, it will be taxed at 19% on the gain whereas if the property is owned by an individual, the same 
gain calculated in the same way will be taxed at 28% if the property is a residential property or 20% 
if it is not.

CBW reaction: 

The conclusion must be that non-residents who want to invest in UK land or property should do so through an overseas 
company. If the property is sold, the money can be extracted from the company without attracting further UK tax because it will 
no longer derive its value from UK land.

On the other hand, the normal CGT rules apply to NRCGT so a non-resident who does not intend to sell could buy the property 
personally and let his heirs sell with the benefit of the CGT uplift of base cost on death.

It should be stressed that NRCGT will apply on shares in overseas entities if 75% or more of the 
gross asset value derives from UK property.

Jacques has a £50,000 gain by reference to the 1 April 2019 value. He can elect to adopt a £400,000 base cost. He then will 
have no gain but a £50,000 CGT loss.

Now suppose Annette bought a 25% interest in a French company for £400,000 in 2003. The company owned a small office 
block in Central Paris. In 2015 it sold the Paris property for £350,000. After French tax, it invested the remaining £300,000 
proceeds in an office block in London. The value of Annette’s shares at 6 April 2019 is £300,000. Annette sells her shares in 2020 
for £350,000.

Like Jacques, Annette has a gain by reference to the 6 April value of £50,000. Unlike Jacques, she must pay UK tax on this.

Why should Annette have a £50,000 gain and Jacques a £50,000 loss when they have both made the same economic gain? 
Because that is what Mr Hammond perceives to be fair!

Now suppose Jacques had sold his property for £500,000. He can elect to use his £400,000 cost figure instead, reducing his 
gain to £100,000. But he is still then paying tax on the gain that arose between 2003 and 6 April 2019. Surely that cannot be 
right? Yes, again. Again that is what Mr Hammond regards as fair.

Now suppose Jacques actually bought a farm for £700,000 in 2003 and at that time £400,000 of the value was attributable 
to the farmhouse. Jacques will have to rebase the farmhouse to 6 April 2015 and the land to 6 April 2019. We hope he makes 
enough profit to be able to afford the surveyor’s fees and the accountancy fees to calculate the gain.

CBW reaction: 

Suppose Hans own 25% of a German company. At 1 April 2019, the company owns German properties worth £1million on which 
there are no mortgages. In March 2019 the company borrowed £3.5million to buy a £4million UK property. Hans probably thinks 
the value of the company is £1million, German property plus £500,000 equity in UK property, so NRCGT will not apply. Sadly he is 
wrong. The company owns £1million of German property plus £4million of UK property and 80% of that £5million derives from UK 
property.
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Of course Hans also has to own at least 25%. In looking at whether he does so, he needs to bring 
into account:

a) shares he owns at the date of disposal,

b) shares he no longer owns but used to own in the previous five years,

c) shares held by a connected person, such as his spouse, children or parents,

d) shares held by such a connected person in the previous five years, and

e) shares held by anyone with whom he “acts together” to secure control of the    
 company.

What if the company itself invests in other companies? In applying the 75% test, it is necessary to 
look at the aggregate of the gross assets of each of the companies. This appears to apply even if 
the investee company is not a subsidiary but simply a small portfolio investment.

How will HMRC know if one of our clients sells shares in an overseas company? We will be required 
to tell them if our client does not do so, and will be charged a penalty if we do not do so. The 
procedure will be:

a) the client has to file an NRCGT return within 30 days of the disposal,

b) every UK advisor who received fees in relation to a transaction that could attract   
 NRCGT and has reason to believe that a contract for sale of the property has been   
 concluded, must tell HMRC within 60 days of the disposal unless he can reasonably   
 satisfy himself that the transaction has been reported to HMRC.

CBW reaction: 

When you submit your NRCGT return please send us a copy, even if you do not want us to do the return so we can be reasonably 
satisfied that you have made the return!

Entrepreneurs’ relief

The government will consult in Spring 2018 on how entrepreneurs’ relief can be retained where 
an investor initially held 5%, but his holding is diluted below that figure because the company 
subsequently needs to raise new funds.

Carried interest

The transitional rules for amounts of carried interest arising to an investment manager after   7 July 
2015 in connection with a disposal of partnership assets before that date “are no longer required”. 
Nor are those which determine the time at which amount of carried interest arise to a manager, 
including where the right has been transferred to someone else. Accordingly, these rules will not 
apply to carried interest arising after 21 November 2017.
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CBW reaction: 

We like sunset clauses where redundant legislation is reviewed and removed from the statute book. However in this case “no 
longer required” apparently means “some people are manipulating the rules to unfairly reduce the tax payable in circumstances 
not intended by the original legislation”. In other words, fairness is all well and good but if some people cheat, it is not reasonable 
for the State to act fairly towards those of its citizens who act honestly and reasonably.  Hammond’s law of reasonableness?
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Value Added Tax

Registration limit

The registration threshold remains at the current level of £85,000 for 2018/19 and 2019/20.

The deregistration threshold similarly remains at £83,000 and the threshold for intra EU 
acquisitions at £85,000. This latter is caveated by “whilst the UK is a member of the EU” which is, of 
course, almost certainly only until 29 March 2019.

CBW reaction: 

When Mr Hammond plays happy families over Christmas, he obviously likes to be Mr Mean. This is the first year in which the 
threshold has not been increased since it was moved to a fiscal year basis from 1 April 1998. But perhaps we should be grateful 
for small mercies. The Tax Simplification Committee suggested reducing the threshold as its contribution to solving the cliff-
edge problem – but then they generally seem to believe that the route to simplification is to reduce or abolish reliefs. The cliff-
edge problem is that there is no VAT payable on a turnover of £85,000, but £14,167 of VAT is payable on a turnover of £85,005 
thus reducing the poor taxpayer’s income at a stroke to £70,833.  

Freezing the threshold means that a few thousand people who would have been kept out of the VAT net if it had increased by 
the normal £1,000, will now have to register for VAT – or more likely stop working when they reach the £85,000 figure. But they 
are only micro-businesses, which of course many regard as the lifeblood of the economy but who HMRC regard as probable tax 
evaders. So who cares about small businesses. Obviously not Conservatives.

Extending joint and several liability for online marketplaces

In 2016, Mr Osborne decided to make online marketplaces, such as eBay and Amazon liable for the 
VAT due from overseas businesses selling through their website. The procedure is that HMRC tell 
eBay that a trader is not accounting for VAT and say that if eBay continues to host that business, 
it will become jointly and severally liable with the trader for its VAT. The idea was that eBay would 
threaten to cut off the trader unless it accounted properly for its VAT.

Mr Hammond now wants to go further. The current procedure requires HMRC to warn eBaY.  The 
new proposal is to dispense with the warning and to hold eBay liable for the trader’s VAT if it 
“should have known” that the trader was not dealing properly with VAT.

There will also be a new obligation on eBay to show on their website the trader’s VAT registration 
number, and to check that the number the trader gives them is correct. As the registration 
threshold for an overseas business with no UK branch is nil, if the trader does not give eBay its VAT 
number, eBay clearly should then have known that the trader ought to be VAT-registered unless it 
makes only exempt supplies.

CBW reaction: 

It will be interesting to see how E-bay and Amazon react.  One possibility is that they will simply cease to host non-UK traders 
on their sites thus reducing consumer choice.  One in the eye for free trade?
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Split payment model

Earlier this year, the government issued a consultation paper on a split payment model. Mr 
Hammond has promised to let us know on 1 December (when he is due to issue the draft Finance 
Bill) whether he is intending to proceed with this.

CBW reaction: 

The split payment model addresses the same problem. The idea is that if you buy something off eBay for £120, your bank should 
not transfer the £120 to eBay; it should give eBay £100 and pass the other £20 direct to HMRC.

VAT refund to combined authorities

In Scotland the SNP government combined its fire and rescue services and merged the individual 
Scottish police authorities. Unfortunately, they forgot to ask Mr Hammond’s permission first and, as 
a result, have been unable to recover the VAT that the individual authorities had been entitled to 
recover. Being generous in victory, Mr Hammond has decided that they can have their VAT refunds 
but only from the date of Royal Assent to Finance Bill 2017/18, which we suspect will not be until 
around July 2018.

CBW reaction: 

It is unclear why it is seemingly felt appropriate to punish Scottish taxpayers for electing an SNP government by keeping 18 
months of VAT that they ought to have been entitled to recover (about £40million a year).

Consultation on grouping

The government consulted last December on whether to make changes to the rules on VAT 
groups.  The government is still considering what to do.

Fraud in labour provision in the construction industry

Apparently, even though HMRC through the Construction Industry Scheme are supposedly 
keeping a close eye on labour only (or mainly) sub-contractors, there is a huge amount of VAT 
fraud going on under HMRC’s nose.

The government accordingly proposes to introduce a reverse charge from 1 October 2019 “to 
remove the opportunity” for the VAT to be stolen.

CBW reaction: 

The government has decided not to take other legislative measures to combat this fraud other than to tell HMRC to increase its 
compliance response – which may be a polite way of telling them to be rather more vigilant.
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Vouchers

The government will legislate in Finance Bill 2018/19 to implement certain changes in the VAT 
treatment of vouchers with effect from 1 January 2019.

CBW reaction: 

We wish we could tell you what this is about but Mr Hammond has reversed the normal procedure of consulting first and then 
deciding whether to do something and instead adopted the novel idea of deciding to legislate first and then consult on what is 
to be legislated (the Consultation will be issued on 1 December).

VAT and air passenger duty in Northern Ireland

There will be a call for evidence in early 2018 on the impact of VAT and APD on tourism in 
Northern Ireland.

CBW reaction: 

Presumably there is a fear amongst Mr Hammond’s Northern Irish allies that people might prefer to visit Glasgow or Dublin in 
preference to Belfast if it is cheaper to get there. Actually, the rate of VAT in Ireland is 23% and VAT is not a devolved tax in 
Scotland, so it is unclear why VAT rates should be thought a deterrent.

Postponed accounting on imports

Being part of the EU means that acquisitions from other EU countries do not attract import VAT.  
When the UK leaves the EU, this exemption will cease to apply. The government “will take this into 
account when considering potential changes following EU exit”.

CBW reaction: 

We hope this reassures businesses who are facing a nasty cash-flow problem in April 2019.  It’s a pity Mr Hammond did not feel 
able to say that he will introduce some sort of cash-flow relief.
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Stamp Duty Land Tax & ATED

Relief for first-time buyers

From 22 November 2017, first-time buyers paying £300,000 or less for a residential property will 
pay no SDLT. Those paying between £300,000 and £500,000 will pay only 5% on the excess over 
£300,000.

CBW reaction: 

The average house price in the UK in September was £226,367. The SDLT on such a purchase was £2,027. On a £500,000 house, 
the SDLT saving on the first £300,000 is £5,000, so this is a decent saving. The financial press has been telling the Chancellor 
that SDLT is the reason why young people cannot get on the housing ladder. Curiously, the price of the average house increased 
by 5% or about £11,000 in the year to September 2017, which suggests that increasing housing supply to bring down prices 
might be more sensible. But perhaps the young are not financially aware enough to understand that an £11,000 increase in 
prices is a greater deterrent to most people than £2,027 of SDLT.

The big question is of course what is a first-time buyer. This is “an individual or individuals who 
have never owned an interest in a residential property in the UK or anywhere else in the world and 
who intends to occupy the property as their main residence” (but ignoring leases with under 21 
years unexpired).

CBW reaction: 

Remember the problems with the 3% second-home surcharge where daughter has to pay the 3% on her first home if the 
mortgage company insists on Dad’s name being on the title? Well, here we go again, but worse. Where there are joint purchasers, 
the relief applies only if all of them qualilfy as first-time buyers and all of them intend to occupy the property as their only or main 
residence. And even for a first-time buyer, the relief does not apply if the property is within ATED (which it could be even though 
the interest costs less than £500,000 if a connected person holds another interest in the property). And the purchase must not 
be linked to another land transaction, e.g. a first-time buyer buying a house with a field attached on which they intend to start a 
business does not get the relief even on the house alone.

The relief has to be claimed on an SDLT return. 

Minor amendment to the 3% surcharge

Amendments will be made from 22 November 2017 to –

a) prevent abuse of the relief for the replacement of a main residence by selling to one’s  
 spouse or by retaining some sort of an interest in the property,

b) disapply the 3% on a purchase from one’s spouse or civil partner,

c) disregard certain interests retained by a former spouse or civil partner under a court  
 order made on a divorce or other dissolution,

d) disregard a property owned by a child’s parent where a property is bought by the 
 child’s trustee where the trustee is appointed by, for example, the Court of Protection.
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CBW reaction: 

Heads (b) to (d) will obviously be welcome by the small number of people who are affected. The tax involved, even in the anti-
avoidance provision at (a), is negligible.

One might have thought that the issues at (b) to (d) could well also apply to the new relief for first-time buyers, but it is probably 
asking too much to expect these issues to be dealt with in enacting that legislation!

Filing deadline

The Chancellor threatened last Spring to reduce the time limit for filing an SDLT return and paying 
the tax from 30 to 14 days. They subsequently said that they would defer this change until after 
April 2018. It now will not happen until 1 March 2019.

CBW reaction: 

The taxpayer is “piggy in the middle” in a pass the ball game between HMRC and the Land Registry. A 14-day deadline is not 
practical where leases are involved as the Land Registry wants lots of information for statistical purposes and the easiest way 
to collect this is through the SDLT return. HMRC have presumably now convinced the Land Registry that they will have to find 
a different way to produce their statistics. It is apparently going to take HMRC over a year to produce a simplified SDLT return 
– possibly because last year’s changes to the IR35 rules make it very hard for HMRC to find computer programmers who are 
prepared to work for a public body.

Rates of ATED

The rate of ATED increases from 1 April 2018 by 3% (in line with the Consumer Prices Index).  
The rates become:

£500,000 to £1million   £3,600      (£100 increase)

£1million to £2million   £7,250       (£200 increase)

£2million to £5million   £24,250    (£700 increase)

£5million to £10million   £56,550    (£1,600 increase)

£10million to £20million   £113,400   (£3,300 increase)

Over £20million    £226,950  (£6,600 increase).
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Miscellaneous Taxes

National Insurance

The rates of Class 1 contributions are unchanged but the thresholds increase for 2018/19.

Weekly lower earnings limit  plus £3 to £116

Weekly primary threshold  plus £5 to £157

Upper earnings limit   plus £26 to £892

Apprentice UEL   plus £26 to £892

The rate of Class 2 contributions (self-employed) increase by 10p to £2.95pw. The Class 4 rates 
are unchanged, but the lower profits limit increases by £160 to £8,424 and the upper profits 
limit by £1,350 to £46,350.

Landfill tax

The rates of landfill tax increase by £2.85 to £88.95 per tonne for 2018/19 and a further £2.40 to 
£91.35 for 2019/20. The lower rate increases by 10p a tonne to £2.80 for 2018/19 and to £2.90 
for 2019/20.

Landfill tax is a devolved tax in both Scotland and from 1 April 2018 in Wales so the Scottish 
Government and Welsh Assembly will fix their own rates for their equivalent taxes.

The cap on contributions to the Landfill Communities Fund remains unchanged at 5.3% for 
2018/19.

From 1 April 2018, landfill tax will be extended to cover waste disposed of at sites without an 
environmental disposal permit, i.e. illegally dumped waste. The person liable for the tax will be 
the person disposing of the waste and anyone who knowingly facilitates the disposal.

CBW reaction: 

Sounds good. The only problem is if anyone knows who is illegally dumping waste they would be prosecuted, so it is not clear 
how HMRC will actually be expected to collect the £45million pa that this change hopes to achieve. We are told that landowners 
and people in the waste supply chain who, in spite of carrying out all reasonable due diligence, were unknowingly involved in the 
illegal dumping will not be assessed for any tax or penalties. What “reasonable due diligence” a farmer is expected to perform to 
identify people illegally dumping waste on his land is anyone’s guess.

There will also be a new requirement for people who dispose of waste illegally to register for landfill 
tax with HMRC.

CBW reaction: 

If such people are happy to illegally dump waste but draw the line at not telling HMRC that they are going to do so, so comply 
with this obligation, HMRC have power to specify conditions under which they will allow such people to register.  No, I’ve not 
drifted off into Alice in Wonderland territory; that is seriously what is being proposed.
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Air passenger duty

The short-haul rate for 2019/20 remains at £13 (lowest class of travel), £26 (standard rate) and £78 
higher rate. The reduced rate (lowest class of travel) of £78 for long haul flights (over 2,000 miles 
is also unchanged but the standard rate increases from £150 to £156 for 2018/19 and again to £172 
for 2019/20. The higher rate increases from £450 to £468 for 2018/19 and to £515 for 2019/20. The 
higher rate applies to flights on aircraft of 20 tonnes and over with fewer than 19 seats. The lower 
rate applies only if the seat pitch is 40 inches (1.016 metres) or less.

Vehicle excise duty (VED)

VED on cars, vans, motorcycles and motorcycle trade licenses all increase in line with inflation for 
2018/19.

In addition for 2018/19 onwards, there will be a diesel supplement for diesel cars that are first 
registered after 1 April 2018 and do not meet the real driving emissions standard. Such cars will pay 
the next higher VED band rate.

CBW reaction: 

The real Driving Emissions Standard is an EU Directive but the EU do not yet appear to have decided what it is! 

From 1 April 2019 zero-emission capable taxis will be exempt from the VED supplement that applies 
to expensive cars. The government have not yet decided what a zero-emission capable taxi is 
though. They will consult on this before April 2019.

The rates of VED for heavy goods vehicles will be frozen for 2018/19.

Fuel duty

The rates of fuel duty will be unchanged for 2018/19. The rural fuel duty rebate scheme for the 
Scottish Islands and the Isles of Scilly will be extended to 31 October 2023.

The government will review whether existing fuel duty rates for alternatives to petrol and diesel are 
still appropriate and make a decision in Budget 2018.

Alcohol duty

Alcohol duty rates are frozen for 2018/19. However, a new duty band is to be introduced from 
1 February 2019 for still cider with a strength of between 6.9% and 7.5% alcohol by volume to 
encourage the production and consumption of lower strength ciders.

HMRC will also review the practice of diluting wine and made-wine after the excise duty has been 
paid.

Tobacco product duty

The rates on all tobacco products will continue to increase by 2% above inflation each year with a 
larger increase for hand-rolling tobacco.
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CBW reaction: 

This is of course to reduce smoking prevalence. The extra £40million it will raise each year is simply a welcome side effect.

A new minimum excise tax of £268.63 per 1000 applies to cigarettes from 20 May 2017. This will of 
course also increase in line with inflation.

CBW reaction: 

This is of course to support public health objectives, albeit that it will fortuitously produce a further £40million pa windfall for the 
Exchequer.

Gaming duties

There will be a consultation in early 2018 to seek to bring the administration of gaming duty more 
into line with other gambling duties.

Stamp duty and stamp duty reserve tax

The UK accepts that the 1.5% SDRT charge on the issue of shares (and on transfers integral to 
capital raising) into overseas clearing services is incompatible with the EU Capital Duty Directive 
(as the CJEC has recently held). It will not reintroduce such a charge after we leave the EU.

Climate Change Levy

Various increases are proposed.  There will also be a small change in the way the exemption for 
energy used in mineralogical and metallurgical processes is defined to ensure that the exemption 
continues to apply after the UK leaves the EU.

Aggregates Levy

The rates will remain frozen at £2 per tonne (the 2009 levels) for 2018/19.  There will be no new 
exemption for aggregate which is an unavoidable by-product when laying underground utility 
pipes.

CBW reaction: 

The government consulted on this in 2016 and have taken a year to decide to do nothing.

Single-use plastic waste

The government will launch a call for evidence in early 2018 on how the tax system or charges 
could help to reduce the amount of single-use plastic waste. 
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Administration

Hidden economy conditionality 

The government intends to introduce the concept of conditionality which it floated earlier this year. 
It will issue a further consultation in December.

The concept is that a business should not be able to open a business bank account, or obtain a 
trading licence if it carries on a business that requires such a licence, without giving the bank or 
licensing authority his UTR or other tax reference.

CBW reaction: 

This is of course based on the premise that a person who defrauds the State, by not declaring that he is generating taxable 
income, will want to open a separate business bank account into which to pay his illegal funds and will want to put his head 
above the financial parapet by seeking a trading license, which is likely to result in his existence coming to the attention of 
HMRC.

Personally, we question the validity of these assumptions!

Simplifying late submission and late payment sanctions

The government consulted earlier this year on a new system of penalties in the light of the 
introduction of MTD (Making Tax Digital) which requires taxpayers to make more returns to HMRC 
than they are currently required to do.

They put forward three options. Most of the professional bodies thought their option A – a penalty 
points system – was preferable albeit no-one really liked the proposals as they stood.

There will be a second consultation in 2018 with a view to refining this option and legislation for it.

Certificates of tax deposit 

The certificate of tax deposit scheme is to be closed. No new certificates will be issued after 22 
November 2017. Existing certificates can be used to meet tax liabilities up to 23 November 2023.

HMRC will repay any certificates still outstanding at that date if they know the address of the 
holder. If they don’t, the government will still keep the money, or, as they somewhat more delicately 
put it, “the balance will be regarded as forfeit”.

CBW reaction: 

It’s interesting to remember that if your bank cannot trace you it must give your money to charity, but if you subsequently claim 
money from the bank, it must repay it to you.

If HMRC want at act like a bank, it is not clear why they should not have to follow the same rules as banks do.
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Extending time-limits for offshore non-compliance

Unless you are fraudulent or fail to notify HMRC that you have any taxable income at all, (the time-
limit for assessing tax for which is 20 years) HMRC can only collect tax from you if they raise an 
assessment within 4 years of the end of the tax year, or 6 years if they can show negligence by you 
or someone on your behalf.

They think that where offshore compliance is involved, 6 years is not long enough for HMRC to 
establish the facts so intend to extend the 4 and 6 year time-limits to 12 years.

CBW reaction: 

This new 12-year limit will apply even if you have acted completely honestly and reasonably. For example, if you are an immigrant 
to the UK and your parents in your home country invested funds on your behalf without telling you they had done so.

When self-assessment was introduced, the then government held out to taxpayers the carrot of finality; if HMRC did not 
investigate your tax return within 12 months, you could breathe easily knowing that your tax position for that year was final. Now 
if you invest overseas, that 12 month period has expanded to 12 years.

Large Business Risk Review

The Chancellor said in March that HMRC would consult into its processes for risk profiling large 
businesses and review how it can promote stronger compliance.

It got around to starting this review with a consultation document on 13 September. The 
consultation is open until 6 December if anyone still wishes to contribute thoughts on what HMRC 
might do.

Power to search vehicles or vessels

Currently HMRC have power under the Customs and Excise Management Act 1979 to stop and 
search your vehicle if they suspect you are engaged in excise fraud. However they do not have 
specific power to smash your windows or crowbar the boot if your car is locked.

The rules will accordingly be “clarified” to ensure that they can do so.

Customs examination powers

Similarly while HMRC have power to examine your goods when they pass through Customs, they 
do not have power to examine them after they have let you take them home.

The law will be changed to give them this power.

CBW reaction: 

Only joking! Well only a little bit. They do not want to break into your house. They want to go to the warehouse where your goods 
are stored and get the warehouse operator to open or unpack a container. They say they will primarily use this power where 
goods have been misdeclared  at the time of import.



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