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Commentary

Twitter word cloud
The most popular phrases tweeted during George Osborne’s 2015 Autumn Statement speech.

Autumn Statement speech word cloud
The most popular phrases during George Osborne’s 2015 Autumn Statement speech.
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Deloitte preview of Autumn Statement 2015
Ahead of the Autumn Statement on 25th November Bill Dodwell, head of tax policy, at Deloitte and Patricia Mock, 
tax director, consider the potential tax announcements.

Bill Dodwell, tax partner at Deloitte, commented:

  After two full Budgets in 2015 and a lot of change, we hope for less tax content in the third fiscal event of 
the year. The main business interest will be in the outcome of the Business Rates review, which was partly 
foreshadowed by the announcement of greater local devolution. The change to dividend taxation will increase 
income tax costs for hundreds of thousands of small businesses, and the Chancellor has anticipated that many will 
bring forward dividends before April 2016. We expect new anti‑avoidance rules, designed to limit the opportunity 
to take business returns without paying income tax as salary or dividends. 

Patricia Mock, tax director at Deloitte, said:

  Changes due to come in next April, such as the Personal Savings Allowance and the Dividend Tax Allowance, will 
provide tax savings for those with income from investments. However, they will also make the tax system more 
complex – which will be a challenge for both HMRC and the taxpayer. 

Working tax credits
The planned restrictions to working tax credits announced at the Summer Budget have not yet been legislated and 
changes are widely expected. The proposals were to reduce the income threshold for tapering reliefs from £6,420 
to £3,850 and the taper rate from 41% to 48%. This would reduce the tax credit entitlement for a family with two 
children and income of £15,000 where one family member works for at least 30 hours per week by around £1,800.

Additional proposals limited support to two children, such that additional children born after April 2017 will not be 
eligible for relief – at present this element of the credit is up to £2,780 per child. Neither will the family element of 
tax credits (worth up to £545) be available to those starting a family after April 2017.

Tax allowances
From April 2016 both the Personal Savings Allowance and the Dividend Tax Allowance will be available. The Personal 
Savings Allowance (announced at the March Budget) will provide an exemption of £1,000 of interest received on 
an individual’s savings for basic rate taxpayers, and £500 for higher rate taxpayers, giving an equal saving for both 
of £200 per annum. Additional rate taxpayers will not receive the allowance. However, no precise details of how 
the allowance will work have yet been made available, (for example, is the exempt amount to be included when 
considering whether the taxpayer falls into the basic or higher rate). It is hoped there will be clarification in the 
Autumn Statement.

From April 2016, tax will no longer be withheld on interest received from certain bank and building society accounts. 
A consultation document discussed whether this approach should also apply to interest paid by other payers 
(e.g. funds) and the outcome of this consultation may also be covered. It is hoped that whatever approach is taken 
will be as simple as possible, both from the viewpoint of payers and recipients. Whilst many savers will be taken out 
of tax by the introduction of this allowance, those who receive more than the relevant allowance and whose tax 
liability was previously covered by the tax deducted at source will have additional tax to pay and will need to report 
this and make arrangements to pay the tax due. Up to eight million taxpayers will receive net taxable interest income.

Dividend taxation
Three changes to dividend taxation will also apply from April 2016: the introduction of a Dividend Tax Exemption 
of £5,000, the ending of the notional tax credit which applied to dividend income, and changes in the tax rates. 
Overall, this is a significant tax increase for those self‑employed individuals who provide their services through 
a company.

Comparative rates are set out below:

Income band Effective current rate on net dividend New rate on dividend received (after £5,000 exemption)

Basic rate 0% 7.5%

Higher rate 25% 32.5%

Additional rate 30.6% 38.1%
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We already have some detail on the how this allowance will operate as HMRC published a factsheet in August but 
there may be further clarification in the Autumn Statement, including how the allowance will interact with the 
savings allowance and whether the revised rates and dividend allowance will apply to remitted foreign dividends.

Dividends that fall within the £5,000 allowance will form part of total income and will therefore cause tapering of the 
personal allowance and other relevant allowances, including the high income child benefit charge.

However, amounts falling within the dividend allowance will use any part of the lower rate bands that they would 
otherwise have fallen into in the absence of the allowance. Hence an individual whose other income is £5,000 below 
the higher rate threshold who receives £6,000 of dividends will pay higher rate tax on the £1,000 of taxable 
dividends rather than basic rate tax. The marginal rate on dividends may therefore be rather higher than expected for 
some taxpayers.

The Summer Budget also referred to anti‑avoidance rules to prevent business owners from taking returns from their 
companies without being liable to the new dividend tax rules. It is expected that this could be announced with the 
Autumn Statement.

Pension changes
Following the many changes to the tax regime for pensions over the last few years a consultation document was 
issued in July 2015 exploring the introduction of a completely new regime. Although responses were required by 
30 September it has already been confirmed that a response will not be made until the next Budget, so we are not 
expecting any developments in the Autumn Statement.

Changes to the taxation of non‑UK domiciles
The Summer Budget included the proposed changes to the tax regime for non‑UK domiciled individuals, which 
is expected to come into force from 6 April 2017. The main proposal is to restrict certain individuals from being 
taxable as non‑UK domiciled individuals for tax purposes. A ‘deemed domicile rule’ will be introduced so that 
those who have been resident in the UK for at least 15 tax years out of the last 20 will no longer be eligible for the 
remittance basis on foreign income and gains from the start of year 16. They will also be brought within the scope of 
Inheritance Tax (‘IHT’) on their worldwide assets a year sooner than would currently be the case. In addition, a new 
‘returning UK domicile’ rule is proposed, which will seek to ensure that individuals who are born in the UK and who 
are UK domiciled at birth will be taxable as UK domiciled individuals while they live in the UK. The announcement 
was followed on 30 September by the release of a technical consultation document. As the consultation period 
has closed very recently we expect the follow up to this consultation process to be in Budget 2016 rather than 
the Autumn Statement. A second proposal in this area is that the value of residential property owned via offshore 
vehicles, such as companies or partnerships will become liable to UK IHT, effectively looking through the structures 
for these purposes and treating the individual as if he or she owns the property directly. The details are subject to 
a consultation process and are scheduled to come in with effect from 6 April 2017. No detail has been issued on this 
part of the changes since the Summer Budget and this is likely to be taken forward at Budget 2016 rather than at the 
Autumn Statement.

Business Rates
The Chancellor’s review of Business Rates is due to be announced at the Autumn Statement. Business Rates raise 
about £27 billion annually – and control of rates in Scotland and Wales has been handed to the Scottish and 
Welsh governments. In October, the Chancellor announced plans for giving greater control over business rates to 
local councils, partly reversing the system of a single uniform business rate created in 1990. It is expected that the 
broad system of a property‑based tax will remain in place – although retailers are greatly affected by the charge. 
Changes such as more frequent valuations, the removal of upwards indexation and limiting the smoothing impact of 
transitional changes could help improve the system.

ends
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Notes to editors

Rates and allowances
Income tax personal allowances and basic rate limits have already been announced and included in the Summer 
Finance Act. The amounts are:

Tax year Personal allowance Basic rate limit Higher rate threshold

2015/16 £10,600 £31,785 £42,385

2016/17 £11,000 £32,000 £43,000

2017/18 £11,200 £32,400 £43,600

The upper national insurance threshold is linked to the higher rate threshold but no commitment has been made on 
the starting threshold and so those on lower wages, despite moving out of income tax, will continue to pay national 
insurance contributions. The starting threshold is expected to be announced at the Autumn Statement.

Higher rate taxpayers benefit more than basic rate taxpayers from the increases in personal allowance and basic 
rate limit, but some of the benefits will be clawed back in the form of extra NI contributions because of the increase 
in the upper earnings limit. Allowing for an estimated 1% increase in the starting threshold for national insurance 
contributions, the overall saving for a higher rate taxpayer earner is £151 from 2015/16 to 2016/17 and £110 from 
2016/17 to 2017/18. Those with income of over £100,000 whose personal allowance is tapered away, will see extra 
cost of up to £9 from 2015/16 to 2016/17 and a minimum savings of £30 from 2016/17 to 2017/18. A basic rate 
earner would save £90 from 2015/16 to 2016/17 and £50 from 2016/17 to 2017/18.

The ‘triple lock’ means that the rates of income tax, VAT and Class 1 national insurance will not increase for the 
duration of this Parliament.

Tax collection
Progress on various initiatives to enhance HMRC powers to collect the right amount of tax due is expected.

New disclosure facility
The Summer Budget mentioned that existing disclosure facilities in respect of undeclared offshore income and 
gains would cease in December 2015, to be replaced by a new facility with increased penalties. With the advent 
of exchange of taxpayer information under the Common Reporting Standard and other arrangements the terms of 
this facility represent a final opportunity for those who need to bring their UK tax affairs up to date. Information to 
be required from wealthy taxpayers The Summer Budget [para 1.182] mentioned a forthcoming consultation on 
enhancing the information reported to HMRC by wealthy individuals and trustees. This is part of an HMRC initiative 
to fully understand wealthy individuals’ tax affairs and the risks they present. This consultation has not yet been 
launched and this may be taken forward as part of the Autumn Statement. In the meantime the HMRC High Net 
Worth Unit has been extended to cover the tax affairs of those with net wealth of at least £10m, rather than £20m 
and it has been combined with responsibility for mid‑size companies in HMRC’s new Mid‑Size and High Net Worth 
Directorate.

Increased penalties and criminal sanctions for offshore tax evasion
Following consultation in this area over the last few months, progress announcements are expected. 
The consultations suggested increased penalties for offshore evasion, in some cases to be linked to the value of the 
asset on which tax had been evaded. A criminal sanction was also proposed, with the introduction of a strict liability 
offence for the incorrect declaration of offshore income or gains. Such an offence does not require dishonest intent, 
which many commentators felt to be unfair.
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IHT – residence nil rate band
Under the proposals announced in the Summer Budget and partly included in the Finance Bill which is about to 
become law, individuals who die after 5 April 2017 will be entitled to a Residence Nil Rate Band (‘RNRB’) to apply to 
the value of residential property in their estates on death if this is left to lineal descendants (children, grandchildren 
etc.). The RNRB will initially be £100,000 but will increase by £25,000 in each succeeding tax year until it reaches 
£175,000 in 2020/21. It will be withdrawn at a rate of £1 for every £2 by which the value of the total estate exceeds 
£2 million. Married couples and civil partners will be able to transfer unused relief between them, even if one 
member of the couple died before 6 April 2017, as with the existing arrangements for unused normal nil rate band. 
There will also be a relief for ‘downsizing’ if a property is sold after 8 July 2015 but assets of equivalent value are left 
to lineal descendants. These down‑sizing relief proposals were set out in a technical note on which comments were 
invited. The outcome of this consultation may be covered in the Autumn Statement or in draft legislation which is 
expected to be published on 9 December.

Other consultations
There have been a number of consultations on other tax matters over the last few months and we can expect to hear 
the outcomes (or a progress report) at the Autumn Statement.

These include:

• Changes to the farmers’ averaging rules (a move to five‑year averaging)

• A review of the use of Deeds of Variation for tax purposes

• Replacement of the ‘wear‑and‑tear’ allowances for those letting furnished residential accommodation with an 
allowance based on actual costs

• Review of employee benefits and expenses

• Simplifying tax and national insurance on termination payments

• Changes to the IR 35 rules
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Spending Review 2015 – Deloitte preview
Ahead of the 2015 Spending Review on Wednesday 25 November, partners from Deloitte – covering public finances, 
public service reform, local government, infrastructure, defence, policing, education and health and social care – set 
out their thoughts on the priorities and challenges for UK public finances and public services.

Public finances
Ian Stewart, chief economist at Deloitte, said:

  This year’s Autumn Statement and Spending Review marks the halfway point in a ten year campaign to eliminate 
Britain’s budget deficit. Just under half of the cuts in public spending needed to balance the books have taken 
place, leaving much of the hard grind of deficit reduction ahead.

  The UK’s budget deficit, though down from its peak, remains high by historic and international standards. IMF data 
show the UK’s deficit this year, expressed as a share of GDP, exceeding countries such as the US, Germany, Canada 
and Australia, but also the previously recession‑stricken economies of Greece, Italy, Ireland and Portugal.

  In identifying where the axe will fall in this Parliament, the Chancellor’s room for manoeuvre is severely limited 
by existing commitments. The government has ring fenced around 60% of day‑to‑day spending, pledging to 
increase spending in real terms on investment, health, defence and overseas aid and maintain spending on schools 
throughout this Parliament.

  These commitments leave a handful of areas of spending most exposed to further cuts, with local government, the 
Home Office, Justice and Business in the firing line.

  The good news for the Chancellor is that domestic demand remains robust and tax receipts are on an improving 
trend. Eliminating the deficit requires steadfastness in squeezing spending, reforms to public services and 
a continued recovery in the private sector. 

Public services
Mike Turley, UK and Global head of public sector at Deloitte, said:

  The 2015 Spending Review needs to set out how the next phase of austerity will be delivered. Public bodies largely 
absorbed the cuts of the last Parliament internally, through pay freezes, redundancies and sharing back offices. 
These were the ‘easier’ cuts and polls suggest the public have been more relaxed about these. But the UK is set to 
fall from 16th in the IMF’s rankings of national public spending in 2010 to 26th in 2020. This could be the stage 
people start seeing big differences in their public services.

  With cuts continuing at the same rate as the last Parliament, we need to see a fundamental redesign of public 
service delivery. This will need a greater role for technology and digital services, public sector productivity 
improvement and tough decisions about what the state can, and cannot, continue to provide. With the state 
shrinking, we also need a public sector that attracts and retains the best people and the right skills. The squeeze 
on pay and promotion makes this particularly difficult.

  Like the wider economy, boosting public sector productivity is essential. Deloitte has calculated that freeing up 
just one hour of public sector workers’ time through improved productivity can save £72 million each year. This is 
not about forcing public servants to work harder or longer, it is about helping them work smarter with better 
technology, removing overlaps and repetition in delivery and re‑designing services to focus on citizens’ needs and 
what is proven to work.

  Government should also be thinking about the impact of automation on public sector roles. Deloitte research has 
found that a number of public sector jobs, including traffic wardens, librarians and administrative staff, are at high 
risk of automation over the next two decades. Automation can improve the speed and efficiency of tasks and play 
a role in sustainably reducing public sector headcount.

  Financial distress could also come to the fore in this Parliament. There are warning signs from watchdogs 
and regulators and Deloitte have estimated that over 200 frontline public sector organisations could require 
intervention in the next five years. Half of these are NHS trusts but we can also see distress signals in local 
government, police and further education. Some will need support from other organisations in their sector, others 
direct financial assistance from government. The government must be clear on the risk of failure in the public 
sector and plan how to intervene and rationalise organisations in a coherent manner.
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  Beyond deficit reduction, the large level of debt on the UK’s balance sheet – currently £23,428 per UK resident – 
needs addressing. This is a burden on the taxpayer and future generations and leaves the UK at risk from further 
financial crises and interest rate changes. Already we spend more on debt interest than policing and criminal 
justice and, if debt rises at the same rate without action, by 2034 we would spend more on servicing debt than all 
public services. Policy decisions must be taken with a view on how they impact on the government balance sheet 
in years to come. 

Infrastructure
Nick Prior, Global Head of Infrastructure at Deloitte, said:

  With the Conservatives’ manifesto committing to invest £100 billion in infrastructure during this Parliament, and 
the UK languishing in mid‑table on its rankings for quality of infrastructure and productivity, infrastructure has been 
trailed to be at the heart of this Spending Review.

  Most likely this will be in the form of investment in housing, roads, rail and nuclear energy, as well as the Northern 
Powerhouse.

  More clarity on the powers and role of the National Infrastructure Commission as well as the share of the £100bn 
commitment the private sector is to be asked to contribute, would both be welcome. It will also be important to 
get assurances that the newly constituted Infrastructure and Projects Authority will retain the level of impact in the 
development of infrastructure that Infrastructure UK had established. The move from HM Treasury to the Cabinet 
Office is not encouraging as the real power lies where the money is allocated.

  The challenge will lie in finding funds to kick‑start infrastructure projects when large spending departments 
are being asked to realise significant budget savings. We are expecting the reinvigoration of the role of private 
finance in this Spending Review. The ‘PF2’ model was launched in the last Parliament but has been little‑used. 
The hesitance of politicians and civil servants around private finance would have to be overcome but the reality is 
that, for departments looking to deliver capital projects, private finance might now be the only game in town. 

Policing
James Taylor, lead policing partner at Deloitte, said:

  The Spending Review presents some police forces with double challenge of potential cuts to Home Office 
spending and changes to the Police Funding Formula. On top of the costs already taken out of policing, this will 
likely add to the concerns some forces have expressed about their future financial viability.

  But all forces will need to look at fundamentally transforming the way they police in future. Police forces will have 
to look at managing demand on their services, through technology and greater citizen involvement. This may 
require some investment and changing established cultures in policing.

  Forces will also have to look at how they can better join up with other local public services, such as local 
authorities, health and social care, to share resources and alleviate pressures. 

Local government
Ian Washington, lead local government partner at Deloitte, said:

  Throughout the austerity years, many leaders of local authorities and local public services have spoken with pride 
about making their organisations fitter, leaner and more focused. This hasn’t been easy. Redundancies, pay freezes 
and limited promotion opportunities have hit morale and local public services say the need to keep talented and 
skilled staff is greater than ever.

  But larger challenges lie ahead. After five years of cutting costs, fundamentally redesigning operations and 
rethinking how services are delivered will dominate the next five years. By 2020, many local public service leaders 
expect to have retrenched into core, statutory activities with a broader mix of providers and more collaborative 
working with other public bodies.

  Local government needs to reset the long‑standing, historic expectations on what it delivers and focus greater 
attention on enabling citizen, family and community resilience. This will require an honest conversation with the 
public and political leaders about what local public services can, and cannot, continue to do.

  Combining local authorities could well be a way to find savings. But with localism high on the political agenda 
there would need to be a balance between joining up local authorities and devolving more powers to the local 
level, with the level of integration going much wider and deeper than many are currently planning. 
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Transport
Simon Dixon, lead transport partner at Deloitte, said:

  A reduction of 30% in funding over the course of this Parliament will require a rethink about the size and scope 
of the UK’s transport decision‑making bodies, particularly as power is pushed out to devolved regions and 
arms‑length bodies.

  Giving extra transport powers to regions and cities is welcome but the challenge lies in ensuring that they can 
make decisions on local issues that are consistent with a joined‑up, national transport system.

  With operating funding decreasing, transport bodies may need to look at generating additional income, including 
the commercialisation of their assets, sponsorship, retail and property ties ups and disposals. This requires thinking 
differently, new ways of working and a shift in culture and skills. This is likely to be the case in London, with TfL 
facing the loss of its central government grant. That said, TfL is an example to follow in being innovative in raising 
additional income.

  In the years to come, road charging may come back on the agenda as a means of funding. There are political 
obstacles but it would ensure those who use UK roads the most make the largest contribution to their 
development and upkeep. 

Defence
Duncan Farrow‑Smith, defence partner at Deloitte, said:

  The Strategic Defence and Security Review on 23 November will have to balance the need to invest in key areas, 
build and keep the right skills and deliver on big projects, all while finding considerable savings.

  The UK defence budget has been protected with a pledge to increase spending by 0.5% in real terms over the 
course of the Parliament, an extra £1.5 billion per year for intelligence spending and the NATO commitment to 
spend 2% of GDP on defence. But defence still faces a number of financial and skills challenges, even with this 
more favourable funding arrangement.

  Cuts are planned in the number of frontline service personnel in the Army, Air Force and Navy by 2020. Even with 
commitment not to reduce numbers any further, consideration needs to be given to ensuring the armed forces 
have the right people and expertise for the roles they are likely to play in the coming years.

  Behind the frontline, new models of delivery, sharing services across the public sector and, where needed, 
outsourcing to the private sector may be needed to cut costs and maintain support services.

  There are big spending decisions ahead for UK defence – new aircraft carriers, aircraft and the thorny issue of the 
UK nuclear deterrent. In addition to the funds needed for these, with public sector pay under pressure, ensuring 
the skills and expertise are in place to deliver these will be a particular challenge. 

Health and Social Care
Rebecca George, lead public health partner at Deloitte, said:

  With ever‑growing demand and increased financial constraints, the NHS is facing unprecedented challenges. 
Funding has been ring‑fenced, with year‑on‑year increases of around one per cent, but demand has been growing 
between four to five per cent a year. Already, NHS trusts are reporting a £930 million overspend in the first quarter 
of 2015‑16 alone.

  The NHS is increasingly being affected by cuts in social care and shortages of GPs, primary and community care 
nurses, and emergency care staff, leading to reliance on expensive agency staff. The increasing volume and 
complexity of demand from an ageing population, at one end of the spectrum, and an increase in birth rates at 
the other are also putting pressure on resources.

  In the first five years of austerity, the NHS managed to largely balance its books through pay restraint, 
controlling spend on consumables, improving procurement, cutting central budgets and abolishing some tiers of 
management. The next stage for the NHS will require smarter ways of working and new technology, but these will 
both need time and upfront investment. 
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Education
Julie Mercer, UK and Global industry leader for education at Deloitte, said:

  Although parts of education spending, such as the schools budget, have been largely protected there have been 
significant changes to further and higher education funding. These throw up new challenges at a time when the 
environment schools and universities operate in is becoming more competitive. Across education as a whole we 
will need systematic restructuring to balance the books and put universities, colleges and schools on a sustainable 
footing.

  Investment in higher education has been strong but there are signs from our research that this looks to be cooling 
off. The cost of delivering higher education is increasing and reserves are being stretched. Demographics could 
see fewer UK applicants in coming years and universities are also having trouble recruiting international students, 
with numbers falling in the UK compared to countries such as the USA. Higher education is a £10.7 billion export 
business for the UK and its position must be maintained.

  In further education, there are already signals of financial distress ahead. Large scale reform of the sector will 
be needed to revisit how it is funded, governed and organised and, by 2020, we can expect to see fewer large 
FE colleges.

  Similarly in schools, fewer large multi‑academy chains could feature in future and the sector will need more skilled 
professionals to manage in what is becoming an increasingly complex financial and regulatory environment. 

12Deloitte’s coverage of Autumn Statement 2015 Listen. Analyse. Apply. BACK TO CONTENTS



Business measures

Apprenticeships levy

The measure
As announced in the Summer Budget 2015, the Chancellor confirmed that an apprenticeship levy is to be introduced 
and the details of this are now available.

The levy will apply to all employers; it will be set at a rate of 0.5% of an employer’s paybill and be collected through 
the PAYE system.

All employers will receive an allowance of £15,000 to offset against payment of the levy. This means that the levy 
will only be payable on paybills in excess of £3 million per year. There will be a connected persons rule, so that 
employers who operate multiple payrolls will only receive one allowance. For this purpose, ‘paybill’ means earnings, 
but excludes benefits in kind.

The purpose of the levy is to address the skills shortage through delivering investment in training, and apprenticeships 
specifically, on a long‑term, sustainable footing. The Chancellor announced that the levy will raise £3 billion a year, 
funding 3 million apprenticeships.

Who will be affected?
All employers with a paybill of more than £3 million per year. The Chancellor announced today that 98% of 
employers will not pay the levy. It is not clear whether the levy will be collected in relation to internationally mobile 
workers, eg who come to the UK or who are working abroad and continue to be paid through the UK payroll.

To illustrate the cost, an employer with a paybill of £50 million per year will pay an annual levy of £235,000 
(ie £50 million x 0.5% less £15,000).

When?
The levy will come into effect from April 2017 and legislation will be included in Finance Bill 2016.

Our view
This will give rise to an additional cost for employers with some associated payroll administration. Employers will want to consider 
the availability of funds for their apprenticeship programmes.

Benefits in kind – diesel supplement

The measure
The Chancellor announced that the removal of the 3% diesel supplement, used to calculate the benefit in kind 
value of a company car, will be deferred from April 2016 to April 2021. This follows the recent publicity around the 
mismatch between current emissions testing results and emissions produced by cars in real world driving conditions. 
The government believes that EU‑wide testing procedures will address this issue by 2016.

Who will be affected?
This will impact employers who provide diesel cars to their employees and the employees who drive these. 
Employers will have a higher national insurance bill than expected and employees a higher tax bill. The government 
estimate that this change will lead to an increase in revenue collected of £1.36bn over the next five tax years.
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When?
From 6 April 2016 to 5 April 2021.

Our view
The postponement of the removal of the diesel supplement comes as no surprise against the background of criticism of the 
current car emissions testing regime, publicity over the use of emission test “defeat devices” and the Environmental Audit 
Committee’s comments on both CO2 and NO2 emissions from vehicles on UK roads. This goes against the government intention of 
providing certainly on the tax and national insurance on the provision of company cars. Both employers and employees may have 
ordered and chosen cars, with terms of typically 3 to 4 years, based on the expected future national insurance and tax cost prior 
to this announcement.

General anti‑abuse rule – penalties

The measure
The government has announced that it will introduce a new penalty of 60% of tax due to be charged in all cases 
successfully challenged under the general anti‑abuse rule (“GAAR”).

The government will also make small changes to the way the GAAR works to improve its ability to tackle marketed 
avoidance schemes.

Who will be affected?
Taxpayers who are subject to the GAAR.

When?
The government has not yet said when the GAAR penalty will take effect.

Our view
This measure is consistent with government’s attempts to reduce tax avoidance. So far there appears to be little evidence of 
the GAAR actually applying, so it is not yet clear what effect the penalty will have. The size of the penalty, at 60%, is quite high 
compared to other penalties, for example deliberate error, which are normally in the range 20% to 70%.

Improving large business tax compliance

The measure
At Summer Budget 2015, the government announced new measures to improve large business tax compliance. 
As a result of the consultation undertaken over the summer, the following measures will be introduced:

• a new requirement that large businesses publish their tax strategies as they relate to or affect UK taxation;

• a special measures regime to tackle businesses that persistently engage in aggressive tax planning; and

• a framework for cooperative compliance.

Who will be affected?
The requirements will affect ‘large businesses’, and the definition of ‘large’ is not yet known.

When?
The measures will be included in the 2016 Finance Bill.
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Our view
A statutory requirement to publish a UK‑specific tax strategy (which may be particularly difficult for non‑UK resident groups) and 
the framework for cooperative compliance may add little to the advances in transparency already achieved by other means, while 
introducing an administrative burden for companies and HMRC.

Capital allowances – leased plant & machinery 
anti‑avoidance

The measure
The government has introduced two new anti‑avoidance measures in relation to certain transactions involving capital 
allowances and leased assets.

The first measure will apply to the sale of assets where the sole or main purpose of the transaction is for the seller to 
obtain a tax advantage on sale (i.e. to reduce a balancing charge or trigger and/or increase a balancing allowance on 
sale). This will be achieved by requiring sellers to take a broader view of “consideration” received in relation to the 
transaction and will require sellers to bring a disposal value into account which includes both direct proceeds and 
other forms of benefit received as part of the same transaction.

The second measure will apply where an entity receives payment for taking over existing obligations in relation to 
a plant and machinery lease. On the basis that the new lessee benefits from tax deductions in relation to payments 
made under the lease, then the initial receipt received by that person in relation to the transfer of the lease will 
now be treated as taxable income (rather than a capital receipt). Again a broad definition of “consideration” will 
be applied, which will include any payment or valuable benefit received by the lessee in relation to the transaction. 
This applies to both income and corporation tax payers.

Who will be affected?
For the first measure, taxpayers entering into disposal transactions for capital allowances purposes on or after 
25 November 2015.

For the second measure, those taking over an existing plant and machinery lease receiving consideration from the 
incumbent lessee.

When?
The provisions will apply to relevant transactions in relation to plant or machinery taking place on or after 
25 November 2015.

Our view
The changes introduced to the anti‑avoidance legislation for capital allowances purposes are both clear and seem to be well 
targeted. However, the taxing of lessee receipts as income may disadvantage otherwise commercial arrangements, where there is 
no tax motive for the payment received.

Loans to participators

The measure
A close company is, broadly, a company controlled by five or fewer shareholders. Under current rules where a close 
company makes a loan (or advances money) to an individual, trustee or partnership, who is a shareholder in the 
company, a tax charge arises for the company.

The rules are being changed so that loans (or advances) made by a close company to a trustee of a charitable trust 
for charitable purposes will be exempted from the tax charge.
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Who will be affected?
Close companies whose shareholders include trustees and charities.

When?
The exemption will apply to loans (or advances) made on or after 25 November 2015.

Our view
The introduction of this exemption better aligns the loans to participators rules with the policy rationale of applying a tax charge 
where an individual extracts value from a close company for their personal use.

Making tax digital

The measure
The government has said it “will invest £1.3 billion to transform HMRC into one of the most digitally advanced 
tax administrations in the world”. It has also said it “will ensure the availability of free apps and software that link 
securely to HMRC systems”.

Who will be affected?
Most businesses, self‑employed people and landlords will be required to keep track of their tax affairs digitally 
and update HMRC at least quarterly via their digital tax account. These changes will not apply to individuals in 
employment, or pensioners (unless they have secondary incomes of more than £10,000 per year). It is not clear 
whether those affected will also be required to pay on a quarterly basis.

When?
The government has said it will publish its plans shortly, and consult on the details in 2016. Taxpayers are to gain 
online access to their tax accounts by 2016/17, with the reporting obligations coming in by 2020.

Our view
Proposals that make it easier for taxpayers to file tax returns are of course welcome.

The table setting out the effect of Autumn Statement 2015 Policy Decisions shows a yield for “Making Tax Digital: reducing 
errors through record keeping” of £300 million for 2019‑20 and £610 million for 2020‑21. Any development that helps to reduce 
taxpayer errors is welcome too.

However, many very small businesses do not use computers for record keeping and may not welcome a requirement to do so. 
The additional compliance for these businesses being required to submit up‑to‑date information to HMRC at least every quarter 
may also be burdensome. It is not clear whether accounting results will be required to be adjusted for tax purposes quarterly: if so 
the work and cost involved for business could be quite high.

Museums and galleries tax relief

The measure
To encourage museums and galleries to develop creative new exhibitions and display their collections to a wider 
audience, the government will explore with the sector the case for introducing a new tax relief for museums and 
galleries. This is supported by a commitment to maintain free access and a programme of grant funding.

Who will be affected?
Museums and galleries, and organisations which create exhibitions for museums and galleries.
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When?
No timetable announced.

Our view
Research by the Arts Council shows that the sector employs over 38,000 people across over 2,700 sites in England and generates 
£3 of income (including earned income, income from investments, grants from charities and foundations, and donations etc.) for 
every £1 of public sector grant.

The government has been increasing its support for the UK’s creative and cultural sectors in recent years with the introduction 
of tax relief for high end TV drama, animation, children’s television, video games, theatres and, from April 2016, orchestras. 
Museums and galleries will welcome the prospect of similar support and we would encourage the sector to engage with 
government to ensure that the relief is delivered effectively.

Stamp duty land tax – payment and filing window

The measure
Changes are proposed to the stamp duty land tax return filing and payment process. The government will consult in 
2016 on reducing the return filing and payment window from 30 days to 14 days.

Who will be affected?
All purchasers of property in England and Wales (until stamp duty land tax is replaced by a devolved tax in that country).

When?
These changes will potentially come into effect in 2017/18 (Finance Bill 2017).

Our view
To facilitate earlier filing, the consultation could also consider how stamp duty land tax returns could be streamlined, for instance, 
by reducing the amount of property information required.

Shale gas

The measure
The Chancellor announced that the government will commit 10% of tax revenues from shale gas developments, up 
to a maximum of £10m per site, to a Shale Wealth Fund, which could deliver up to £1 billion of investment in local 
communities hosting shale gas developments, the north of England and other shale‑producing regions. The proposals 
will be set out in more detail in 2016.

Who will be affected?
Companies undertaking shale gas activities, and local communities in the affected areas.

When?
To be confirmed.

Our view
This proposal to hypothecate tax revenues from shale to local investments should encourage development of shale gas projects 
in the UK and help to address some of the concerns that local communities may have around shale development in their areas. 
However, given the current low commodity price environment, as well as a number of other non‑tax challenges that exist to the 
development of shale gas, it will be some time before local communities stand to benefit.
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Tax evasion – new civil and criminal penalties

The measure
Following consultations over the summer, it has been confirmed that new civil and criminal penalties will be 
introduced as follows:

• a criminal offence for individuals that removes the need to prove intent for the most serious cases of failing to 
declare offshore (but not onshore) income and gains;

• civil penalties for individuals for deliberate offshore (but not onshore) tax evasion, including penalties linked to the 
value of the asset(s) on which tax was evaded;

• civil penalties for those who enable offshore (but not onshore) tax evasion by others;

• a new criminal offence for corporates which fail to prevent their agents from facilitating tax evasion (both onshore 
or offshore).

Who will be affected?
Individuals who evade tax, and those who facilitate that evasion.

When?
Draft legislation will be published on 9 December 2015. It is unclear when the new penalties will take effect.

Our view
As proposed, the new criminal offence for individuals requires no proof of intent for dishonesty. In creating a strict liability offence 
the burden of proof will sit with the individual taxpayer rather than with the prosecution. It is unclear that the defences proposed 
in the summer 2015 consultation – those of “reasonable care” and “reasonable excuse” – will be sufficient protection. Both will 
need to be well‑defined in the draft legislation.

For corporates accused of failing to prevent their agents from facilitating evasion, their primary defence will be that the 
organisation has “taken reasonable steps” to prevent the agent’s actions. It will be imperative that the phrase “reasonable steps” 
is clearly defined and supported by comprehensive guidance.

Intangible assets and partnerships

The measure
Amendments will be introduced in Finance Bill 2016 to clarify when intangible fixed assets held by partnerships are 
subject to the intangible fixed assets rules when calculating profits allocable to corporate partners.

Who will be affected?
Companies holding intangible fixed assets through a partnership, including a Limited Liability Partnership (LLP).

When?
The changes will apply to all transactions involving intangible fixed assets that take place on or after 
25 November 2015.

For transactions that occurred before 25 November 2015, the measure will affect accounting debits and credits 
accruing on or after that date.
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Our view
This amendment means the commencement provisions of the intangible fixed assets rules apply to acquisitions and disposals of 
intangibles by partnerships in the same way as they do for companies. It also aligns the definition of related parties with that used 
for transfer pricing purposes when applying the market value rule.

Groups currently holding or intending to hold intangibles through partnerships (including LLPs) should review their structures to 
determine if they are affected by this change.

While this measure has narrow application the government has also announced it will consider a review of the intangible assets 
regime as part of the Business Tax Roadmap to be published before April 2016, which is likely to be of broader interest.
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Indirect tax measures

Climate Change Levy

The measure
The government announced in the Budget earlier this year that the Climate Change Levy (CCL) exemption that 
applied to renewable source electricity would be removed for energy generated from these sources (including wind, 
solar and hydro) on or after 1 August this year.

It was also announced that the government would consult with affected parties to determine the duration of the 
transitional period required to use up energy that qualified for the exemption.

The Autumn Statement announces that the transitional period will end on 31 March 2018.

Who will be affected?
The exemption operated through eligible generators being issued with levy exemption certificates (LECs) for each 
megawatt of qualifying energy generated. LECs pass down the supply chain to evidence the exemption from CCL 
when the energy was sold to the final consumer under a contract containing a renewable source declaration.

The transitional period will allow generators that hold LECs in relation to renewable source energy generated before 
1 August 2015 to allocate those LECs to supplies they make of that energy up to 31 March 2018.

As these LECs will remain operative during the transitional period, consumers of renewable source energy under 
contracts that contain a renewable source declaration will continue to receive CCL exempt energy until the 
transitional period ends or until the LECs cease to be allocated to their purchases by their supplier – whichever 
happens first.

When?
The transitional period commenced on 1 August 2015 and will end on 31 March 2018.

Our view
The original removal of the exemption at very short notice was understandably not well received by the renewable energy 
generation industry. However, given that the exemption may only be applied to energy that was generated from renewable 
sources prior to 1 August 2015, a transitional period until 31 March 2018 appears quite adequate.

CCL exemption has previously been removed from combined heat and power (CHP) generated energy and the transitional period 
available for CHP LECs also ends on 31 March 2018. Ending both transitional periods on the same date will help generators from 
both sources to manage their CCL status.

Lower motor insurance costs

The measure
The government intends to introduce measures to end the right to cash compensation for minor whiplash injuries to 
tackle exaggerated or fraudulent claims, and will consult on the details in 2016.

It is intended to remove over £1 billion from the cost of providing motor insurance and the government expects the 
insurance industry to pass an average saving of £40 to £50 per motor insurance policy on to customers.
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Who will be affected?
Insurance companies and motorists.

When?
Further announcements expected early 2016.

Our view
This is a tax consequence of a non‑tax measure but, by reducing motor insurance premium levels, it is expected to result in 
a reduction in the insurance premium tax yield of £55 million by 2019‑20.

Reform of the Landfill Communities Fund

The measure
The Landfill Communities Fund (“LCF”) was established in order to recycle some of the revenue raised by landfill tax 
to local communities most affected by landfill activities. The funds are provided through contributions from landfill 
tax registered site operators which are allowed to claim a credit (in their landfill tax returns) of up to 90% of the 
contribution they make.

The value of this credit is currently capped at 5.7% of the operator’s annual landfill tax liability. This cap applies to 
31 March 2016.

The Autumn Statement announces that the contribution cap will be reduced to 4.2%. Historic procedure would 
suggest that this will be applied from 1 April 2016.

By reducing the value of credit available to contributing landfill operators, the value of landfill tax retained by the 
government will increase and these increased funds are to be invested in the environment agency combating waste 
crime (e.g. fly tipping).

Who will be affected?
Once the measure is in force, landfill operators making contributions to the LCF will need to monitor and, if 
necessary, amend the value of credit they claim in respect of those contributions where they anticipate breaching the 
reduced contribution cap.

The announcement explains that the main beneficiary of any increase in the funds available will be the environment 
agency.

Scotland has devolved responsibility for landfill tax and is not affected by this measure. Wales is in the process of 
devolving responsibility for landfill tax but this will take place after this measure comes into force.

When?
The cap is likely to be introduced with effect from 1 April 2016.

Our view
The LCF has been a useful source of funds for environmental projects since its introduction and has gone some way to softening 
the blow of landfill operations on those communities most impacted.

This new measure takes a different tack and seeks to reduce the benefit of the landfill tax relief and possibly increase funds 
available to the environment agency for tackling waste crime.
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Tackling illicit tobacco trade

The measure
As part of its obligations under the World Health Organisation’s Framework Convention on Tobacco Control (“FCTC”) 
Illicit Trade Protocol, the government will consult on the introduction of a licencing scheme for “tobacco machinery” 
(yet to be defined) and the possibility of licensing tobacco vendors.

Who will be affected?
Manufacturers, distributors and retailers of tobacco product.

When?
Date to be announced.

Our view
The government continues to consult on measures to control the illicit trade in tobacco products in line with previous budgetary 
statements and international commitments.

VAT reduced rate for energy saving materials

The measure
The government will consult on legislation to be introduced in Finance Bill 2016 to ensure that the reduced rate of 
VAT on energy saving materials is maintained in line with EU law.

Who will be affected?
The measure will affect anyone who installs energy saving materials.

When?
Any legislative changes would not be implemented before Finance Act 2016.

Our view
This measure was not unexpected given the previous infraction proceedings by the EU Commission, who believe that the UK 
reduced rate is too widely drawn, and the comments in Revenue and Customs Brief 13 (2015).

VAT – sixth form colleges

The measure
Sixth form colleges in England will be given the opportunity to become academies, a consequence of which will be 
to allow them to recover their non‑business VAT costs under section 33B of the VAT Act 1994.

Who will be affected?
The measure will affect sixth form colleges which decide to convert to academy status.

Our view
This measure is part of the government’s re‑structuring of post‑16 education and training.
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Individuals measures

Asset managers – performance based rewards

The measure
The government will introduce legislation to determine when performance awards received by asset managers will be 
taxed as income or capital gains. An award will be subject to income tax, unless the underlying fund undertakes long 
term investment activity.

Who will be affected?
Asset managers in receipt of performance‑based rewards.

When?
Draft legislation is expected on 9 December 2015, and the measure is expected to take effect from 6 April 2016.

Our view
Whether the awards are treated as income or capital will be based on whether the underlying fund takes on “long term investment 
activity”, which could be defined in a number of ways, and it will be important that this is clearly defined in the legislation.

Capital gains tax – residential property

The measure
The government today announced two changes to capital gains tax affecting those who dispose of UK residential 
property.

In the first announcement, the government will amend the computations required by non‑residents who dispose 
of such property to correct errors which have been identified. HMRC will also be given powers to prescribe 
circumstances when a capital gains tax return is not required by non‑residents and will add CGT to the list of taxes 
which may be collected on a provisional basis.

In addition, the government will require a payment on account of capital gains tax due within 30 days of completion 
of the disposal. This will not affect gains on properties which are not liable to capital gains tax due to principal 
private residence relief.

Who will be affected?
Individuals who dispose of UK residential property, whether UK resident or not.

When?
Details of the first announcement will be contained in Finance Bill 2016. In particular the amendment of the 
computation will take effect from 6 April 2015. The government intends the payment on account window to take 
effect from April 2019 and will be consulting on the proposed legislation over the course of 2016.
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Our view
HMRC considers non‑payment of capital gains tax on the disposal of residential properties to be a major factor in the ‘tax gap’. 
It is therefore not surprising that the payment on account requirement has been extended from non‑residents to residents whose 
gain is not fully covered by principal private residence relief.

Changes to the Innovative Finance Individual Savings 
Accounts

The measure
At Summer Budget 2015, the government announced a new type of Individual Savings Account (“ISA”) called the 
“Innovative Finance ISA”, which will be available from April 2016. The Innovative Finance ISA will allow individuals to 
make loans on peer‑to‑peer (“P2P”) platforms and receive the resulting interest tax‑free.

The government has announced that, following consultation, they will extend the list of qualifying investments for 
the Innovative Finance ISA to include debt securities offered via crowdfunding platforms.

The government will also continue to consider whether crowdfunding equities should also be included as qualifying 
investments.

Who will be affected?
Those planning on investing via the new Innovative Finance ISA.

When?
The expanded list of qualifying investments will be available when the new Innovative Finance ISA launches in 
April 2016.

Our view
Crowdfunding is becoming an increasingly popular way for businesses to seek investment and so we welcome this change which 
extends tax relief to individuals seeking to invest into business in this way.

ISAs – treatment during administration period

The measure
The government has announced that, following consultation, they intend to allow the ISA savings of a deceased 
individual to continue to receive the ISA tax advantages during the period of administration of their estate.

Currently, as soon as an individual dies, any ISA savings they have will lose their ISA status at that time, and so any 
income or capital gains arising thereafter will become taxable.

Separately, the government has also stated that they will maintain the ISA, Junior ISA and Child Trust Fund annual 
subscription limits at their current level for 2016/17.

The current ISA limit is £15,240 and the Junior ISA and Child Trust Fund limits are £4,080.

Who will be affected?
The changes will affect individuals where they have amounts saved in ISAs at the time of their death.

When?
The changes are expected to be introduced in 2016.

24Deloitte’s coverage of Autumn Statement 2015 Listen. Analyse. Apply. BACK TO CONTENTS



Our view
We welcome this change, which will hopefully simplify the process of administering an estate for both the administrators and the 
ISA providers.

Benefits in kind – diesel supplement

The measure
The Chancellor announced that the removal of the 3% diesel supplement, used to calculate the benefit in kind 
value of a company car, will be deferred from April 2016 to April 2021. This follows the recent publicity around the 
mismatch between current emissions testing results and emissions produced by cars in real world driving conditions. 
The government believes that EU‑wide testing procedures will address this issue by 2016.

Who will be affected?
This will impact employers who provide diesel cars to their employees and the employees who drive these. 
Employers will have a higher national insurance bill than expected and employees a higher tax bill. The government 
estimate that this change will lead to an increase in revenue collected of £1.36bn over the next five tax years.

When?
From 6 April 2016 to 5 April 2021.

Our view
The postponement of the removal of the diesel supplement comes as no surprise against the background of criticism of the 
current car emissions testing regime, publicity over the use of emission test “defeat devices” and the Environmental Audit 
Committee’s comments on both CO2 and NO2 emissions from vehicles on UK roads. This goes against the government intention of 
providing certainly on the tax and national insurance on the provision of company cars. Both employers and employees may have 
ordered and chosen cars, with terms of typically 3 to 4 years, based on the expected future national insurance and tax cost prior 
to this announcement.

Farmers’ averaging

The measure
An extension of the averaging period for farmers, reporting profits for income tax purposes, from two years to five 
years. Farmers will have the option of averaging over either timeframe.

Who will be affected?
Farmers whose profits fluctuate on a year by year basis.

When?
From April 2016.

Our view
Any move to allow farmers more flexibility on their tax basis, to assist with annual fluctuations in profits is welcomed.
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General anti‑abuse rule – penalties

The measure
The government has announced that it will introduce a new penalty of 60% of tax due to be charged in all cases 
successfully challenged under the general anti‑abuse rule (“GAAR”).

The government will also make small changes to the way the GAAR works to improve its ability to tackle marketed 
avoidance schemes.

Who will be affected?
Taxpayers who are subject to the GAAR.

When?
The government has not yet said when the GAAR penalty will take effect.

Our view
This measure is consistent with government’s attempts to reduce tax avoidance. So far there appears to be little evidence of 
the GAAR actually applying, so it is not yet clear what effect the penalty will have. The size of the penalty, at 60%, is quite high 
compared to other penalties, for example deliberate error, which are normally in the range 20% to 70%.

Inheritance and capital gains tax – deeds of variation

The measure
Deeds of variation are a mechanism that enable people who inherit assets on someone’s death to agree to vary the 
way in which those assets are distributed. This is only possible if everyone who is affected agrees to the variation, and 
so is not normally available where one of the heirs is, for example, a minor or subject to some other legal restriction 
on their ability to consent.

Where a variation is possible, is carried out within two years of the death and some procedural requirements are 
satisfied, no tax charge arises and the new gifts are treated for IHT purposes as made by the deceased.

The government announced a consultation on deeds of variation at the time of the March 2015 Budget. 
That consultation has now been completed and the Chancellor has announced that no changes to the existing rules 
are to be introduced.

Who will be affected?
No one.

When?
N/A.

Our view
This outcome was widely anticipated.

Lower motor insurance costs

The measure
The government intends to introduce measures to end the right to cash compensation for minor whiplash injuries to 
tackle exaggerated or fraudulent claims, and will consult on the details in 2016.
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It is intended to remove over £1 billion from the cost of providing motor insurance and the government expects the 
insurance industry to pass an average saving of £40 to £50 per motor insurance policy on to customers.

Who will be affected?
Insurance companies and motorists.

When?
Further announcements expected early 2016.

Our view
This is a tax consequence of a non‑tax measure but, by reducing motor insurance premium levels, it is expected to result in 
a reduction in the insurance premium tax yield of £55 million by 2019‑20.

Making tax digital

The measure
The government has said it “will invest £1.3 billion to transform HMRC into one of the most digitally advanced 
tax administrations in the world”. It has also said it “will ensure the availability of free apps and software that link 
securely to HMRC systems”.

Who will be affected?
Most businesses, self‑employed people and landlords will be required to keep track of their tax affairs digitally 
and update HMRC at least quarterly via their digital tax account. These changes will not apply to individuals in 
employment, or pensioners (unless they have secondary incomes of more than £10,000 per year). It is not clear 
whether those affected will also be required to pay on a quarterly basis.

When?
The government has said it will publish its plans shortly, and consult on the details in 2016. Taxpayers are to gain 
online access to their tax accounts by 2016/17, with the reporting obligations coming in by 2020.

Our view
Proposals that make it easier for taxpayers to file tax returns are of course welcome.

The table setting out the effect of Autumn Statement 2015 Policy Decisions shows a yield for “Making Tax Digital: reducing 
errors through record keeping” of £300 million for 2019‑20 and £610 million for 2020‑21. Any development that helps to reduce 
taxpayer errors is welcome too.

However, many very small businesses do not use computers for record keeping and may not welcome a requirement to do so. 
The additional compliance for these businesses being required to submit up‑to‑date information to HMRC at least every quarter 
may also be burdensome. It is not clear whether accounting results will be required to be adjusted for tax purposes quarterly: if so 
the work and cost involved for business could be quite high.

Non‑UK domiciled individuals

The measure
Consultation on changes to the business investment relief rules.

Who will be affected?
For the first time in recent years, the announcements were rather uneventful for non‑UK domiciled individuals.
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The Chancellor has announced that the government will consult on changes the business investment relief rules to 
encourage greater use of the relief to increase investment in UK businesses. These rules were introduced in April 
2012 and broadly allow UK resident and non‑UK domiciled individuals to invest their foreign income and gains in 
qualifying UK businesses without triggering a taxable remittance. However, the complexity of these rules may well 
have put off some potential investors to date.

When?
To be confirmed.

Our view
The announcement of this consultation is a welcome development as the business investment relief rules are complex and the 
government have recognised that this may be deterring potential investors in UK businesses.

Stamp duty land tax – payment and filing window

The measure
Changes are proposed to the stamp duty land tax return filing and payment process. The government will consult in 
2016 on reducing the return filing and payment window from 30 days to 14 days.

Who will be affected?
All purchasers of property in England and Wales (until stamp duty land tax is replaced by a devolved tax in that 
country).

When?
These changes will potentially come into effect in 2017/18 (Finance Bill 2017).

Our view
To facilitate earlier filing, the consultation could also consider how stamp duty land tax returns could be streamlined, for instance, 
by reducing the amount of property information required.

Simple assessment

The measure
A new, simplified assessment procedure will come into effect in 2016/17 for taxpayers whose tax information is 
already available to HMRC. HMRC will be able to produce a calculation of the tax due which will be sent directly to 
taxpayers and will be legally enforceable, subject to appeal

Who will be affected?
This will mostly affect individuals whose income comes from sources that are required to report the income to HMRC 
– presumably employees and pensioners, possibly with investment income.

When?
From 6 April 2016.

Our view
To an extent this represents a return to an approach used for certain taxpayers with straightforward tax affairs used before self 
assessment was introduced in the 1990s.

28Deloitte’s coverage of Autumn Statement 2015 Listen. Analyse. Apply. BACK TO CONTENTS



“Deep in the money” options

The measure
The government have acted against the avoidance of stamp duty and stamp duty reserve tax on the transfer of 
shares into a depositary receipt issuer or clearance service. A transfer into these systems presently attracts a 1.5% 
charge to make up for the fact that, once within the system, the normal 0.5% charge on trading securities does 
not apply.

However, the price paid for securities acquired pursuant to an option may be relatively low, particularly where 
the premium that was paid on grant of that option was high (the option being so‑called “deep in the money”). 
This change will mean shares transferred as a result of the exercise of an option will be charged at 1.5% on the 
higher of market value or the option strike price.

Who will be affected?
Operators of depositary receipt and clearance services, and investors through such systems.

When?
The measure will apply to options entered into on or after 25 November 2015 and exercised on or after 
Budget 2016.

Our view
The government had been concerned for some time that deep in the money options are being used for the purposes of avoidance, 
and this very specific measure is not therefore surprising.

Stamp duty increase of 3% on additional properties

The measure
The introduction of higher rates of stamp duty land tax (SDLT) on purchases of additional residential property above 
£40,000, such as on buy‑to‑let properties and second homes. The higher rates will be 3% above the current SDLT 
rates. For example, the nil rate band will increase to 3% and the top slice of SDLT will increase to 15%.

Relevant consideration Current SDLT rate Higher rate

Up to £40,000 0% 0%

Between £40,000 and £125,000 0% 3%

Between £125,000 and £250,000 2% 5%

Between £250,000 and £925,000 5% 8%

Between £925,000 and £1,500,000 10% 13%

More than £1,500,000 12% 15%

Who will be affected?
The changes will affect both domestic and foreign purchasers of additional residential property in the UK (apart from 
Scotland) worth over £40,000, such as buy‑to‑let landlords and owners of second homes.

The higher rates will not apply to caravans, mobile homes, or houseboats and the increased rates are not intended to 
apply to corporates and funds making significant investments in UK residential property. The government will consult 
on the policy detail, particularly how these exemptions will apply and whether an exemption for corporates and 
funds owning more than 15 properties will be appropriate.

When?
The higher rates will apply on purchases from 1 April 2016.
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Our view
This measure follows hot on the heels of the restrictions on mortgage interest for residential buy‑to‑let‑property announced earlier 
this year and changes to the taxation of properties held via companies.

While the intention of the measure may be to cool residential property investment and support owner occupiers by reducing the 
incentive to purchase additional properties, we may see a rush to complete purchases ahead of the introduction of these changes 
in April 2016.

Tax evasion – new civil and criminal penalties

The measure
Following consultations over the summer, it has been confirmed that new civil and criminal penalties will be 
introduced as follows:

• a criminal offence for individuals that removes the need to prove intent for the most serious cases of failing to 
declare offshore (but not onshore) income and gains;

• civil penalties for individuals for deliberate offshore (but not onshore) tax evasion, including penalties linked to the 
value of the asset(s) on which tax was evaded;

• civil penalties for those who enable offshore (but not onshore) tax evasion by others; and

• a new criminal offence for corporates which fail to prevent their agents from facilitating tax evasion (both onshore 
or offshore).

Who will be affected?
Individuals who evade tax, and those who facilitate that evasion.

When?
Draft legislation will be published on 9 December 2015. It is unclear when the new penalties will take effect.

Our view
As proposed, the new criminal offence for individuals requires no proof of intent for dishonesty. In creating a strict liability offence 
the burden of proof will sit with the individual taxpayer rather than with the prosecution. It is unclear that the defences proposed 
in the summer 2015 consultation – those of “reasonable care” and “reasonable excuse” – will be sufficient protection. Both will 
need to be well‑defined in the draft legislation.

For corporates accused of failing to prevent their agents from facilitating evasion, their primary defence will be that the 
organisation has “taken reasonable steps” to prevent the agent’s actions. It will be imperative that the phrase “reasonable steps” 
is clearly defined and supported by comprehensive guidance.

UK state pension

The measure
The government will increase the basic state pension for existing pensioners by the triple lock for 2016‑17, meaning 
a full basic state pension will rise to £119.30 a week.

The government is also simplifying the state pension. Those reaching UK state pensionable age on or after 6 April 
2016 will receive a new, ‘single‑tier’ pension with a starting rate of £155.65 a week.

Who will be affected?
Existing pensioners and those who reach UK state pensionable age from April 2016.
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When?
From April 2016.

Our view
The increase in the basic state pension for existing pensioners to £119.30 a week, an increase of £3.35 a week, is the biggest real 
term increase to the basic state pension since 2001.

The state pension age is currently 65 for men and gradually increasing for women from 60 to 65 – it is 62 and a half from April 
2015. From December 2018, it will start to increase for both men and women, reaching 66 by October 2020. The government is 
planning further increases, which will raise the state pension age from 66 to 67 between 2026 and 2028. There is a plan to review 
this every five years in line with life expectancy.

Changes to qualifying activities of venture capital 
investments

The measure
Various tax reliefs (including an income tax reduction on investment and a capital gains tax exemption on disposal) 
are available for individuals where they make investments under the Enterprise Investment Scheme (“EIS”), Venture 
Capital Trusts (“VCT”) and Seed Enterprise Investment Scheme (“SEIS”).

For an investment to qualify under these venture capital schemes, the target of the investment must be carrying on 
a qualifying activity.

From 30 November 2015, the provision of reserve energy generating capacity and the generation of renewable 
energy benefiting from other government support by community energy organisations will no longer be qualifying 
activities for the purposes of these venture capital schemes.

All other energy generation activities will cease to be qualifying activities from 6 April 2016.

In addition, these activities will not be eligible for Social Investment Tax Relief (“SITR”), which is a relief modelled on 
EIS and is for investments into qualifying social enterprises, when this relief is expanded.

Who will be affected?
Any individuals investing in enterprises carrying on these activities will no longer be eligible for relief under these 
venture capital schemes.

When?
These changes should only affect investments where they are made on or after the dates on which the relevant 
activities cease to qualify (30 November 2015 and 6 April 2016), rather than affecting existing investments.

Our view
The government clearly wishes to encourage investment in smaller and riskier businesses through the ongoing support of venture 
capital schemes, but have concluded that the energy generation industry is no longer in need of such investment.
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Employers measures

Asset managers – performance based rewards

The measure
The government will introduce legislation to determine when performance awards received by asset managers will be 
taxed as income or capital gains. An award will be subject to income tax, unless the underlying fund undertakes long 
term investment activity.

Who will be affected?
Asset managers in receipt of performance‑based rewards.

When?
Draft legislation is expected on 9 December 2015, and the measure is expected to take effect from 6 April 2016.

Our view
Whether the awards are treated as income or capital will be based on whether the underlying fund takes on “long term 
investment activity”, which could be defined in a number of ways, and it will be important that this is clearly defined in the 
legislation.

Benefits in kind – diesel supplement

The measure
The Chancellor announced that the removal of the 3% diesel supplement, used to calculate the benefit in kind 
value of a company car, will be deferred from April 2016 to April 2021. This follows the recent publicity around the 
mismatch between current emissions testing results and emissions produced by cars in real world driving conditions. 
The government believes that EU‑wide testing procedures will address this issue by 2016.

Who will be affected?
This will impact employers who provide diesel cars to their employees and the employees who drive these. 
Employers will have a higher national insurance bill than expected and employees a higher tax bill. The government 
estimate that this change will lead to an increase in revenue collected of £1.36bn over the next five tax years.

When?
From 6 April 2016 to 5 April 2021.

Our view
The postponement of the removal of the diesel supplement comes as no surprise against the background of criticism of the 
current car emissions testing regime, publicity over the use of emission test “defeat devices” and the Environmental Audit 
Committee’s comments on both CO2 and NO2 emissions from vehicles on UK roads. This goes against the government intention of 
providing certainly on the tax and national insurance on the provision of company cars. Both employers and employees may have 
ordered and chosen cars, with terms of typically 3 to 4 years, based on the expected future national insurance and tax cost prior 
to this announcement.
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Employment intermediaries and personal service 
companies

The measure
Legislation will be introduced to restrict tax relief for travel and subsistence expenses for workers engaged via an 
employment intermediary which often in effect allows a deduction for home to work travel. The government states 
that relief will be restricted for individuals “working through personal service companies where the intermediaries 
legislation applies”.

This may indicate a narrowing in approach compared to the initial proposals in the consultation, which proposed 
a wider test of whether an individual was working under “supervision, direction or control”. We expect clarification in 
the draft legislation due to be published on 9 December 2015.

Meanwhile, there has been no further announcement on the future of the IR35 rules. A previous discussion 
document had proposed various ideas to reform the regime, including a proposal that engagers may be made 
responsible for assessing whether an individual fell under the rules, and for operating PAYE/NIC for those falling 
within the regime. The government is currently reviewing the responses to the discussion document and we are 
expecting further announcements over the coming months.

Who will be affected?
Employment businesses, intermediaries and employers who engage individuals via intermediaries..

When?
The changes to tax relief on travel and subsistence costs for individuals working through intermediaries will take 
effect from 6 April 2016.

There has been no indication of the timeframe for the proposed changes to IR35.

Our view
Employers who engage individuals via intermediaries may find their costs increasing in the short term, as some intermediaries in 
the supply chain will no longer be able to pay tax‑free travel and subsistence expenses to individuals.

However, for engagers who have individuals working via intermediaries such as personal service companies, there will be larger 
issues arising from the wider review of IR35. The government’s eventual response to the recent discussion document will be of 
significant interest.

General anti‑abuse rule – penalties

The measure
The government has announced that it will introduce a new penalty of 60% of tax due to be charged in all cases 
successfully challenged under the general anti‑abuse rule (“GAAR”).

The government will also make small changes to the way the GAAR works to improve its ability to tackle marketed 
avoidance schemes.

Who will be affected?
Taxpayers who are subject to the GAAR.

When?
The government has not yet said when the GAAR penalty will take effect.
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Our view
This measure is consistent with government’s attempts to reduce tax avoidance. So far there appears to be little evidence of 
the GAAR actually applying, so it is not yet clear what effect the penalty will have. The size of the penalty, at 60%, is quite high 
compared to other penalties, for example deliberate error, which are normally in the range 20% to 70%.

Real Time Information for PAYE – micro employers

The measure
The temporary relaxation of the ‘on or before’ requirement for PAYE under real time information which was made 
available to existing micro employers for a two year period will cease at the end of the current tax year.

Who will be affected?
“Micro employers” (those with nine or fewer employees) existing on 6 April 2014 and 6 April 2015.

When?
The relaxation will cease on 5 April 2016.

Our view
The government’s clear intention is that the requirements for reporting PAYE should be aligned for all employers by the start of the 
2016/17 tax year. However, micro employers may still find the burden imposed by real time information requirements onerous and 
continuing relaxations for special circumstances will not be sufficient easement.

Salary sacrifice

The measure
The government has expressed its concern at the growth of salary sacrifice arrangements.

Who will be affected?
Employers who operate salary sacrifice schemes and their employees.

When?
This reaffirms the government’s intention to evaluate salary sacrifice schemes, which has led in the past to changes in 
legislation, the most recent of which will take effect from April 2016.

Our view
The main salary sacrifice replacement benefits that can still generate employer savings from April 2016 are employer pension 
contributions, company cars and additional holidays. Pension contributions and green company car schemes support government 
policies of providing for retirement and encouraging the choice of lower CO2 emitting cars.
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Sporting testimonials

The measure
Simplification of tax treatment for income from sporting testimonials for employed sportspeople. From April 2017, 
employed sportspersons will be liable to income tax on all profits arising from a sporting testimonial, subject to 
an exemption of up to £50,000 where the arrangements are not contractual (generally where the testimonial is 
arranged by a testimonial committee, independent of the club). National Insurance legislation will also be brought in 
to follow the income tax treatment.

Who will be affected?
Individual employed sportspeople who may be awarded a testimonial.

When?
The legislation only applies for sporting testimonials granted on or after 25 November 2015, and where the event 
takes place after 5 April 2017.

Our view
Sportspeople have long benefitted from HMRC guidance on this type of income that has been based on case law. Income arising 
from testimonial matches has not historically been deemed to be employment income and so has not been subject to tax and 
National Insurance. These changes now bring the taxation of such testimonial income more in line with the statutory position 
for general employment income. The £50,000 concession, although potentially seen by some as low, should be seen as positive 
concession by HMRC.
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