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Commentary

Twitter word cloud
The most popular phrases tweeted during George Osborne’s 2015 Budget speech.
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Bill Dodwell comments on today’s Budget
Bill Dodwell, head of tax policy at Deloitte, said: “Chancellor George Osborne delivered the final Budget of this 
Parliament. The announcements were fiscally neutral but that masks significant tax increases on banks which finance 
reductions for individuals and the oil and gas sector.

  Banks face a 25% increase in Bank levy, expected to raise over £900 million annually. They will also no longer be 
able to deduct future costs of mis‑selling compensation – costing over £200 million annually. Bank levy has been 
increased eight times since its introduction and is a charge on the size of the bank’s balance sheet. Some 70% is 
paid by the handful of large UK‑headquartered banks.

  The major drop in the oil price brings overall economic benefits for individuals and business – but not for the oil 
and gas production sector. The government has reacted by cutting petroleum revenue tax (paid by old fields) from 
50% to 35%, and cutting the supplementary charge from 30% to 20%. This will see the marginal rate of tax for 
old fields drop from 80% to 67.5% and for other fields from 60% to 50%. There will also be a new investment 
allowance, which replaces several existing lower allowances. Overall this is a £1 billion package, expected to 
support £4 billion of investment.

  This Chancellor has made very substantial reforms to the taxation of savings over this parliament. Measures in 
this Budget will help ISA savers by allowing them to reinvest money withdrawn in the same tax year, due to arrive 
in autumn 2015. From April 2016, there will be a new £1,000 personal savings allowance (£500 for higher rate 
taxpayers – zero for additional rate taxpayers) which will mean that 95% of taxpayers will not pay tax on their 
savings income. The standard deduction of 20% tax by banks and building societies will cease from April 2016, 
so that taxpayers won’t need to claim refunds.

  Those receiving a pension annuity will be able to sell their annuity to a third party from April 2016, paying income 
tax at their marginal rate. This is expected to raise £500 million for each of the first two years, as individuals pay 
tax on trading in annuities. At the same time, the amount of pension savings which may be accumulated is being 
reduced, as the lifetime allowance will be cut from £1.25 million to £1 million from April 2016, no doubt with 
transitional protection.

  Every Budget contains measures to counter tax evasion and minor changes on tax avoidance, this is no exception; 
the government estimates that introducing automatic information exchange through the OECD’s Common 
Reporting Standard will raise £570 million over five years by reducing evasion and non‑reporting.

  Clearly the Coalition Government has an eye on the General Election in producing this package. The Chancellor’s 
announcements today will be followed tomorrow by announcements from the Chief Secretary on new civil and 
criminal offences and measures to improve standards. 

Over half a million to be taken out of tax by 2017/18
Patricia Mock, tax director, Deloitte, comments on today’s Budget announcement around personal and savings rates 
allowances.

In summary:

• Personal allowance increase to take nearly 600,000 people out of tax by 2017/18

• Increases in the higher rate threshold to give higher rate tax payers extra £103 in 16/17 and £160 in 17/18

• Basic rate and higher rate tax payers with savings income will receive tax saving of up to £200

Personal allowances and thresholds

  Whilst the personal allowance for 2015/16 is to increase to £10,600 as trailed in the Autumn Statement, the 
Chancellor intends to increase these further to £10,800 in 2016/17, and to £11,000 in 2017/18. These increases 
are consistent with the agreed Conservative and Liberal Democrat policy of increasing the personal allowance to 
£12,500 by 2020 and will take another 247,000 people out of tax altogether in 2016/17, with another 341,000 to 
follow in 2017/18.
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  The higher rate threshold will remain at £42,385 in 2015/16 giving a basic rate band of £31,785. This compares 
to the 2014/15 higher rate threshold of £41,865 and the basic rate band of £31,785. However, in 2016/17 and 
2017/18 the higher rate threshold will increase, to £42,700 and then £43,300, giving basic rate bands of £31,900 
and £32,300 respectively.

  The overall cost of these increases are predicted to be £960 million in 2016/17 and £1.48 billion in 2017/18.

  Whilst basic rate taxpayers will receive an extra £40 in cash terms in 2016/17 (and a further £40 in 2017/18), 
higher rate taxpayers will benefit even more due to the increases to the basic rate band as well as in the personal 
allowance. Our calculations indicate that higher rate taxpayers will receive an extra £103 in cash terms in 2016/17 
and a further £160 in 2017/18.

  These increases in the basic rate band are the first since 2009, and are a welcome reversal in this area which will 
hopefully reduce the estimated 18% of taxpayers who are currently higher rate taxpayers – an increase from 10% 
at the start of the Coalition government.

  In contrast to recent Budgets, those earning over £121,600 (in 2016/17) or £122,000 (in 2017/18) will also benefit 
from the changes as despite not receiving a personal allowance, the increases in the basic rate tax band mean that 
these taxpayers can expect to receive an extra £23 in 2016/17 and a further £80 in 2017/18.

  The upper earnings limit and upper profits limit for national insurance will be increased in line with the personal 
allowance. No changes have been announced to the primary threshold, so the anomaly of low paid employees 
being taken out of income tax but remaining in national insurance still remains. 

Savings rates and allowance

  The new Personal Savings Allowance should benefit the majority of savers – indeed the Chancellor stated that this 
measure would take 95% of savers out of tax on those savings.

  From April 2016, those with annual taxable income of less than £42,700 will enjoy the new Allowance which 
exempts the first £1,000 of interest earned in the year from tax. For those earning between £42,701 and the 
additional rate threshold of £150,000, the new Allowance will be restricted to £500, so that they receive the 
same maximum £200 saving per year as basic rate taxpayers. Any interest earned in excess of the £1,000/£500 
Allowances will remain taxable at the marginal rates of 20% and 40% respectively.

  Additional rate taxpayers earning over £150,000 will not benefit from the Allowance.

  This announcement builds on the Chancellor’s previous Budget in which he undertook to exempt from tax any 
interest received by a saver whose total taxable income was less than £15,600 (from April 2015) by introducing 
a savings rate on interest of up to £5,000 of 0%. But this rate only affects people on low incomes as non‑savings 
income is taxed as the lowest slice of income and does not attract the 0% band. Hence, only those whose 
non‑savings income is less than £15,600 (in 2015/16) will benefit from this change, whereas the new savings 
exemption will benefit all those with savings income providing their overall income is less than £150,000.

  Taken together however from April 2016 those with overall income of less than £16,800 will not have to pay tax 
on any savings income.

  From April 2016 it is proposed that the 20% automatic deduction of tax from non‑ISA bank interest will be 
abolished entirely, which is an essential change to ensure that the savings are delivered without the need for 
repayment claims.
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Help to Buy ISA to assist first time buyers with tax free 
bonus of 3,000
Patricia Mock, tax director, Deloitte, comments on today’s Budget changes to ISAs.

  Two main ISA changes were announced today.

  Firstly some welcome flexibility will mean that savers can withdraw money from their ISA in the year of 
subscription and replace this without losing their limit for the year. Normally any withdrawal from an ISA 
means that the tax exempt status is permanently lost. However, this flexibility only extends to withdrawals and 
reinvestments in the year of subscription so the flexibility is limited, though would probably be welcomed by those 
with short term cash problems.

  Secondly a new ISA product is to be introduced to assist those saving to purchase their first home. In principle 
the Help to Buy ISA will enable savers to invest up to £200 per month (together with an initial £1,000 when the 
account is opened) into this new ISA account. Each buyer will only be able to open one Help to Buy ISA account in 
the 4 year period after the scheme opens, although joint buyers will each be able to have an account.

  The Government will provide a tax free bonus of 25% of the amount saved in the Help to Buy ISA, up to a cap 
of £3,000 on total savings of £12,000. The bonus (although not necessarily the total savings) must be used 
to purchase a first home (which must be used as a home, not a buy to let) in the UK with a purchase price of 
£450,000 or less in London and £250,000 or less outside London. The restrictions will be enforced by the scheme 
administrator, and there are to be discussions around how the administration will work.

  This is a welcome innovation for those trying to fund a new house, providing a tax free bonus of £3,000, 
although because of the fairly low savings permitted, it would take 4 years to build up sufficient savings to get the 
maximum bonus.

  The annual investment that can be made in the first year is only £3,400 compared to £15,000 in a normal ISA. 
It seems that an investor cannot subscribe to both a Help to Buy ISA and another cash ISA in the same year, but it 
is not clear whether this refers to the year in which the Help to Buy ISA is first opened or throughout the life of the 
investment. Either way, investors will find that other savings will not be tax‑sheltered in an ISA if a Help to Buy ISA 
is used, although they will of course be able to take advantage of the new Personal Savings Allowance of £1,000 
(£500 for higher rate taxpayers) to exempt additional savings from tax. 

Ian Stewart comments on today’s Budget 
announcement
Mr Osborne is offering a vision for the next Parliament of rising incomes, debt reduction and a little less austerity.

The independent Office of Budget Responsibility is forecasting five years of good growth, with UK GDP growth 
averaging 2.4% a year, faster than for any other major industrialised economy bar the US. The OBR expects two 
of the big engines of growth to start firing, with business investment forecast to rise by over 30% in the next 
Parliament, as well a sustained period of rising household incomes. This chimes with our latest CFO Survey which 
found large UK corporates are forecast to increase investment by 9% this year, and raise wages by 2.9%. The UK 
economy looks in pretty good shape.

The Budget contains a raft of tax measures but, cumulatively, they are too small to have anyone scrambling to 
change their forecasts for UK GDP growth.

From a macroeconomic point of view, the most striking change is on fiscal policy. For the last year of the next 
Parliament, 2019/20, Mr Osborne has pencilled in a significant easing of fiscal policy. By trimming £16 billion off his 
planned budget surplus in 2019/20, Mr Osborne can ease up on austerity at the end of the Parliament and continue 
to meet his target of eliminating the deficit.

This has a significant bearing on debate about the scale of future austerity. In December the OBR forecast that 
by 2019/20 the share of GDP accounted for by public spending would drop to the lowest level since 1938/9. 
By reducing the size of the planned surplus for the end of the next Parliament Mr Osborne can end austerity a year 
early, leaving the share of GDP accounted for by spending dropping to 1999/2000 levels.

The austerity ahead looks a bit less intimidating. But in the next couple of years the pace of spending cuts will 
accelerate. Whatever happens on 7th May a major squeeze on public spending lies ahead.
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Self‑assessment heads into the digital age
Adam Sheffield, senior manager, Deloitte, comments on the tax self‑assessment changes outlined in today’s Budget.

  The Chancellor suggested in his Speech that the use of digital services would replace the need for annual tax 
returns and enable over 50m individuals and small businesses to see and manage their affairs online. An HMRC 
document ‘Making Tax Easier’ gives some insight into the proposals, although there is very little detail at present.

  The proposal is a fascinating one, and speculation is sure to surround the finer details as potentially every taxpayer 
in the UK will be affected.

  In broad terms, the plan is for every taxpayer to have access to their own digital account, offering them a real 
time view of their tax affairs – a tool compared to an online banking portal by the Chancellor. HMRC would use 
information that it already holds (for example, from employers, investment providers and the state pension service) 
plus information from unspecified ‘new’ sources, to automatically update each individual’s digital account and 
calculate Income Tax and National Insurance liabilities based on this information. Of course, many taxpayers will no 
longer have a liability relating to their bank interest following the introduction of the Personal Savings Allowance 
from 2016. Capital Gains Tax has not been mentioned.

  By pooling the information in this way, the proposal is that taxpayers will be able to have an overview of their total 
tax liabilities (across, say, corporation tax, VAT, PAYE), and if they wish, make instalment payments towards these 
liabilities at a time decided by them (though presumably in advance of statutory deadlines). It is even suggested 
that composite tax payments could be made, with one payment being used to settle a number of different tax 
liabilities. For instance, a sole trader could settle income tax and VAT at the same time with a ‘pay as you go’ 
payment.

  This initiative seems to be building on the success of the Real Time Information initiative for PAYE taxes which has 
been running successfully since its phased introduction from 2013. Findings from a YouGov survey commissioned 
by Deloitte in October 2013 to establish the public’s views and concerns about online public services showed that 
88% of people surveyed are open to using online public services.

  The proposal promises a simple, secure and personalised account, accessible through a digital device of the 
taxpayer’s choice. This promise may be challenged by those taxpayers concerned about digital security and any 
system designed will need to be accurate and robust.

  In terms of implementation, the headline is that 5 million small businesses and 10 million individuals will be given 
access to their accounts by early 2016.

  There are many unanswered questions at this point and there will be further consultations. 
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Business measures

Capital allowances – Enterprise zones

The measure
Measures introduced in Finance Act 2012 allowed companies investing in plant or machinery for use primarily in 
designated assisted areas within enterprise zones to benefit from 100% enhanced capital allowances. This relief is 
available up to 31 March 2020.

Today the government announced:

• the extension of the enterprise zones at Mersey Waters, MIRA, Humber, Manchester, Tees Valley and Oxford 
Science Vale.

• changes to the designation of two sites at lees enterprise zone to include enhanced capital allowances.

• the creation of new enterprise zones at Blackpool and Plymouth (subject to business cases).

Who will be affected?
Companies located within the new and/or amended designated assisted areas investing in plant and machinery.

When?
The measures will be implemented in Finance Bill 2015 and will apply to expenditure incurred on plant and 
machinery before 31 March 2020.

Our view
The measure accelerates plant & machinery allowances to encourage investment in the areas noted above. Whilst this is a positive 
announcement, Enhanced capital allowances offer a timing benefit only.

Capital allowances – tax credit for energy saving 
technologies

The measure
A number of changes have been announced to the enhanced capital allowances (ECA) regime in relation to energy 
saving or environmentally beneficial (water efficient) plant & machinery.

The list of energy saving assets qualifying for the accelerated 100% first‑year allowance will be updated to include 
waste to heat electricity sub‑technology. In addition, the packaged chillers sub‑technology will be removed from the 
list of energy saving assets.

More generally, the list of water efficient assets and energy efficient assets qualifying for ECAs will be updated to 
clarify the qualifying criteria for a number of technologies and incorporate changes in technical standards.

Who will be affected?
Businesses investing in energy efficient or water saving plant and machinery.
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When?
The amendments to the list of qualifying technologies will be effective from a date to be appointed by Treasury Order 
before the summer 2015 parliamentary recess.

Our view
These changes to the ECA regime reflect changes and developments in technology, but overall the impact of this measure is likely 
to be limited.

Changes to the Enterprise Investment Scheme (EIS) and 
Venture Capital Trusts (VCTs)

The measure
The government announced that most companies will need to be less than 12 years old when receiving their first 
EIS or VCT investment, except where the investment will lead to a significant change in the company’s activities. 
It appears that in order for the ‘significant change in companies activities’ test to be met, the investment made must 
represent more than 50% of turnover averaged over the five preceding years.

Who will be affected?
Companies that wish to raise funds through the EIS or VCT schemes.

The reliefs available to individuals will be unaffected by the proposed change.

When?
The change will take effect from the date the UK receives state aid approval from the European Union.

Our view
This change is being made in order to comply with European law.

Common Reporting Standard

The measure
HM Treasury is introducing new regulations to implement its commitment to automatic exchange of information with 
counterparty jurisdictions under the Common Reporting Standard (CRS). This commitment is established under the 
EU revised directive on administrative cooperation (EU DAC) and additional competent Authority agreements with 
non‑EU jurisdictions.

The measures establish obligations for financial institutions including identification 
of account holders resident in certain jurisdictions and reporting of information on 
them to HMRC annually.
The regulations also include provisions that can require financial institutions to notify their customers of CRS 
obligations and penalties as well as new disclosure procedures.

Who will be affected?
The CRS is targeted at financial institutions and includes banks, insurers, funds and trust companies. There will also 
be an indirect impact on non‑financial companies who will need to comply with additional requests for information 
from financial institutions.

7Deloitte’s Budget 2015 Coverage Listen. Analyse. Apply. BACK TO CONTENTS



HM Treasury have estimated that the regulations will bring a further 1,000 financial institutions not previously 
affected by the US Foreign Account Tax Compliance Act (US FATCA) in scope for CRS reporting as a result of 
removing certain exemptions (for example, there are new obligations in respect to reporting on shares in regularly 
traded investment trusts).

When?
The regulations will have effect from 1 January 2016 and are estimated to raise £560m net over the next five years. 
Financial institutions will need to complete a number of preparatory steps in advance of this date.

Our view
The introduction of CRS is part of a wider drive to improve tax transparency through increased automatic exchange of information. 
It will increase the burden on financial institutions with respect to identifying and reporting on their customers.

However, the regulations, apart from introducing CRS, will also update current implementing regulations covering US FATCA in 
order to consolidate requirements for automatic exchange of information in one place. This is welcome news which will align US 
FATCA with some CRS requirements thus simplifying due diligence procedures imposed on many financial institutions.

Company car tax

The measure
The percentage applied to the official list price of a company car and car fuel benefit, to calculate the benefit subject 
to tax, will increase by 3% for cars with CO2 emissions exceeding 75 g/km. The maximum percentage will be capped 
at 37%.

Who will be affected?
Employers’ National Insurance bill and company car drivers’ tax will increase in line with the increase on the company 
car benefit. The government anticipates it will raise an extra £340m in revenue in 2019/20.

When?
From the tax year commencing 6 April 2019.

Our view
This continues the trend for the government to encourage employers and employees to choose ‘greener’ company cars.

Corporation tax – loss refresh prevention

The measure
A new rule will be introduced to counter certain tax‑motivated arrangements under which companies seek to 
‘refresh’ accumulated tax losses by effectively converting them into current year tax deductions.

Such arrangements typically involve the creation of both taxable profits (which can be eliminated by the accumulated 
tax losses) and current year tax deductible amounts which can be offset against other profits in the company or in 
related companies.

Companies may have sought to enter into such arrangements in order to enhance the utilisation of tax losses which 
otherwise have limited benefit. The new rule applies to trading losses, non‑trading loan relationship deficits and 
management expenses.

Who will be affected?
The rule will apply to companies within the charge to corporation tax and have entered into arrangements of the 
specified type.
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Specifically the rule will apply where:

• a company has profits arising as a result of arrangements, against which it can offset accumulated tax losses;

• the arrangements also give rise to new tax deductible amounts in the company or a connected company;

• the main purpose, or one of the main purposes, of the arrangements is to secure a corporation tax advantage 
involving the creation of the tax deductible amounts and the offset of accumulated tax losses against the profits; 
and

• when the arrangements were entered into it would have been reasonable to assume that the resulting tax benefits 
of the arrangements (to the company and its connected companies taken together) would be greater in value than 
any other economic benefits to those persons.

The rule will not apply to arrangements which merely impact the allocation of profits between group companies, 
without creating new tax deductible amounts.

The rule will also not apply to arrangements in certain banking companies where these are already subject to 
specific rules.

When?
The rule will be effective from 18 March 2015, the date it was announced. Draft legislation has been published today 
for inclusion in the Finance Bill.

It will prevent the offset of accumulated tax losses against profits arising on or after that date, even where the 
relevant arrangements were entered into before that date.

Our view
The measure is presented as anti‑avoidance; aimed at ‘contrived’ arrangements. The decision to limit the ability of taxpayers to 
manage the timing of loss offsets can also be seen in the repeal of the late interest rules, also scheduled for inclusion in Finance 
Bill 2015.

The rule could prevent companies from being able to gain effective relief for tax losses that arose in genuine commercial 
circumstances, as it focuses on the circumstances of utilisation of the losses rather than their creation.

HMRC’s accompanying technical note indicates that the measure is not targeted at ‘simple’ arrangements such as shifting 
a profitable trade or income producing asset into a company with accumulated tax losses, and sets out examples of when the rule 
will and will not apply.

In some instances, such as those where the arrangements do not involve any newly created tax deductible amounts, then it should 
be relatively easy to for taxpayers to conclude that the rule does not apply.

However in the case of more complex arrangements involving new tax deductions and groups of companies, there will be a need 
for taxpayers to address the more difficult questions of ‘main purpose’ and comparisons of tax values with non‑tax values at 
a group level. For some taxpayers with accumulated tax losses there could be additional complexity in assessing how to conduct 
commercial transactions such as acquisitions and group reorganisations.

There is also an element of retrospection in the proposed measure as in principle it can apply to arrangements that were entered 
into some years ago but which are still giving rise to profits and deductible amounts. Taxpayers may face difficulty in analysing the 
consequences of such arrangements today.

Corporation tax relief for compensation payments

The measure
The Chancellor announced that the government intends to deny corporation tax relief for compensation payments 
associated with widespread misconduct in the banking sector.

There is no clarity on the meaning of the phrase ‘compensation payments’ at this stage. The government intends to 
consult on the detailed design of this new measure.
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Who will be affected?
There is little clarity on the detail of the new proposal at this stage. The measure appears to be focussed on banks 
and possibly building societies (i.e. not all companies making compensation payments).

When?
The measure is forecast to raise approximately £200 million per annum, starting in 2015/16. This implies that the 
new measure will focus upon only a limited range of compensation payments.

The legislation will be introduced in a future Finance Bill.

Our view
Banks have been paying out billions of pounds in compensation for mis‑selling Payment protection insurance, interest rate hedging 
and other products. These costs have been treated as tax deductible as the original profits from these sales were taxed. In future, 
banks will be denied tax relief for ‘compensation payments’, which will increase their corporation tax bills.

Banks often make ex gratia and other compensation payments in a wide range of different scenarios, for example where 
a customer suffers a loss due to direct debit being paid late. Clarity is therefore needed on the definition of the type of 
‘compensation payments’ which will be tax deductible.

Country‑by‑country reporting

The measure
As announced at Autumn Statement 2014, the government reiterated that it will introduce legislation implementing 
the country‑by‑country reporting recommendations from the G20 and OECD agreed as part of the Base Erosion and 
Profit Shifting (BEPS) project.

The country‑by‑country report template will require UK multinationals to provide to HMRC high level global data 
by country, together with a list of entities by country of residence and an indication of their activities. The data will 
include revenues, profits, taxes paid and accrued, number of employees, capital and tangible fixed assets.

Who will be affected?
In line with the G20/OECD recommendations the measure will affect large multinationals – groups with consolidated 
group revenue of more than €750 million in the immediately preceding fiscal year.

When?
Legislation to allow the government to introduce this measure will be included in Finance Bill 2015.

This will apply to accounting periods starting on or after 1 January 2016 with the first reports to be filed by 
31 December 2017.

Our view
Budget 2015 has not introduced anything not previously announced by the government, but this is a significant development 
in tax compliance requirements for multinationals. Large businesses affected by the changes should step‑up their preparation 
for country‑by‑country reporting, and in particular ensure that their data, systems and processes can be adapted to obtain the 
necessary financial and employee data in time.
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Creative sector support

The measure
The Chancellor announced that the rate of film tax relief will increase to 25% for all qualifying expenditure and the 
distinction between limited budget and other films will be removed. This increases the relief available for the largest 
budget films and is a welcome simplification, removing the cliff edge thresholds in the relief.

The minimum UK expenditure threshold for television tax relief will be reduced from 25% to 10%, bringing it in line 
with film tax relief and increasing the number of high‑end television and animation productions that will benefit from 
the relief.

The Chancellor also confirmed that, as announced at Autumn Statement 2014, the new children’s television tax relief 
and orchestra tax relief will be introduced from 1 April 2015 and 1 April 2016 respectively. Following consultation, 
the Chancellor announced that the rate of relief for orchestras has been set at 25% and that children’s television tax 
relief will apply to children’s programmes that are game shows or competitions.

Who will be affected?
Film production companies, television production companies and orchestras.

When?
Subject to state aid approval by the European Commission, the changes to film tax relief will apply from the earlier 
of 1 April 2015 and the date state aid approval is received. The changes to television tax relief do not require state 
aid approval and will be introduced from 1 April 2015. As previously announced, the children’s tax relief will be 
introduced from 1 April 2015 and the orchestra tax relief will be introduced from 1 April 2016.

Our view
A recent report commissioned by the creative industries shows that UK government spending on creative tax reliefs has significant 
economic benefits. Together, the creative tax reliefs encourage over £1.5 billion in overseas investment into the UK. Every £1 of 
government expenditure on film tax relief generates a return of £12.49 to the economy and every £1 on high‑end television tax 
relief generates a return of £8.31.

The increase in the rate of relief for the largest budget films is a welcome change, improves the international competitiveness of 
the UK regime. The changes remove the cliff edge thresholds in the regime and complete the simplification measures introduced 
in 2014. The changes will provide certainty on the amount of credit available for larger budget films, which is important when the 
tax relief is taken into account in funding decisions.

Orchestras will welcome the fact that the Chancellor has set the rate of relief at 25%. We look forward to reading the detailed 
response to the consultation, particularly on the definition of orchestra. The proposed definition in the consultation was seen 
by some as restrictive and elitist, requiring players drawn from all four of the following sections: string instruments, woodwind 
instruments, brass instruments and percussion instruments.

Ofcom figures show that British children watch almost 17 hours of television per week and the regulator has voiced concerns 
about the amount of children’s television being made in Britain. A joint report by Pact and The Ragdoll Foundation revealed that 
the volume of original UK children’s content commissioned by public service broadcasters fell by 68% between 2003 and 2013. 
These measures encourage the production of high quality, educational and entertaining programmes in the UK.

Digital tax accounts

The measure
The government has today announced the replacement of tax returns by digital tax accounts for small businesses and 
individuals. The individual online accounts will offer simple, personalised and secure information processing with the 
consolidation of all information in relation to a taxpayer’s affairs in one place including their payment position and 
the options to pay.
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The government states that HMRC will automatically use the information it holds, such as income tax, National 
Insurance contributions and pension positions along with data from third parties, including interest from banks 
and building societies to populate the individual’s online account. The facility to upload digital accounts will also 
offer flexibility to small businesses. The taxpayer will then be able to log into the account to check and confirm 
the information is complete and correct. Those with complex tax affairs will be required to declare their additional 
income and any other information to be included in their online account.

It has also been stated that individuals and small businesses will be able to manage their cash flows more flexibly, 
with the option to ‘pay as you go’ and the consolidation of different taxes into one payment.

The range of government services available on the online account will increase over time.

Who will be affected?
The proposals will affect many small businesses and individuals with simple tax affairs such as income received under 
PAYE and bank interest, allowing them to simply check their information online and confirm that it is complete and 
correct. It appears that any individuals with complex affairs would be those for whom HMRC do not hold or have 
access to their complete information, such as foreign income, property income or any investments or capital gains. 
These would still have to be declared to HMRC as is the case at present.

When?
The proposals are intended to affect five million small businesses and ten million individuals by early 2016, reaching 
50 million individuals and small businesses by 2020.

Our view
The consultation for more flexible payment options will give taxpayers more control over their cash flow position.

We look forward to seeing the government’s promised ‘roadmap’ on how it will deliver the changes later this year which will 
further outline the scope and measures needed to effect these changes.

Diverted Profits Tax

The measure
The Chancellor confirmed that the new diverted profits tax (DPT) will be introduced from 1 April 2015. DPT will apply 
in two distinct situations, being:

• Where a foreign company has artificially avoided having a taxable presence in the UK; and

• Where a UK company (or a UK permanent establishment of a non‑resident) has transactions with a low‑taxed 
entity that lack economic substance.

DPT will be set at a rate of 25%.

Revised legislation will be included in Finance Bill 2015, which will be published on Tuesday 24 March, with further 
HMRC guidance expected to follow shortly afterwards.

Following consultation, the government has announced that the notification requirement will be narrowed. 
The legislation will also clarify the rules for giving credit for tax paid, the operation of the conditions under which 
a charge can arise, specific exclusions and the application of DPT to companies subject to the oil and gas regime.

Who will be affected?
This measure will apply to certain multinational groups with activity in the UK. The government has said that DPT is 
aimed at complex business arrangements and we expect that the updated guidance will provide further clarification 
on the ambit of the new tax.

When?
DPT will apply from 1 April 2015. Companies with accounting periods straddling this date will effectively have two 
separate accounting periods for these purposes, with DPT (where relevant) applying to the period from 1 April 2015.
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Our view
The announcement of the introduction of a new tax in the Autumn Statement came as a surprise, given the government’s support 
for the G20/OECD Base Erosion and Profit Shifting (BEPS) initiatives in these areas. The consultation process has indicated that the 
objective is to accelerate the introduction of some of the BEPS outcomes into UK law. Many companies have commented about 
the difference between the broad scope of December 2014’s draft legislation and the expectations expressed by Treasury and 
HMRC officials that DPT will be narrowly applied. It is hoped that narrower notification requirements and the other announced 
changes will provide clarity and remove some of the uncertainty.

Entrepreneurs’ relief on disposal of personal assets 
used in businesses

The measure
Entrepreneurs’ relief is a capital gains tax relief which reduces the rate of capital gains tax on certain disposals by 
individuals and trustees to 10% from the 18% or 28% rates that would otherwise apply.

The relief is available on certain disposals of shares and securities in trading companies and interests in businesses 
and partnerships. In addition, it can be claimed by individuals on disposals of assets owned personally which are 
used by a trading company or partnership, where the individual qualifies for entrepreneurs’ relief on shares they 
own in the company or on an interest in the partnership (for example, a trading premises owned personally, used by 
a company in which the individual holds shares).

The legislation specifies that entrepreneurs’ relief is only available on disposals of such assets where the disposal is 
made as part of a withdrawal from the business. Prior to today’s announcement, there was no minimum withdrawal 
requirement in relation to disposals of assets used by companies or partnerships. With immediate effect, the relief 
will only be available on disposals of assets owned personally where the disposal of the personal asset is made in 
conjunction with a disposal of a minimum 5% stake of shares in the company or a minimum 5% interest in assets of 
the partnership carrying on a business.

Who will be affected?
Individuals who are eligible for entrepreneurs’ relief on shares they own in a trading company or an interest in 
a partnership, who also personally own assets used by the trading company or partnership.

When?
The change applies with immediate effect to disposals on or after 18 March 2015.

Our view
The stated aim of this change is to encourage individuals who are exiting a business to sell the personal assets used in the business 
along with it. Today’s announcement is consistent with this.

Increase in bank levy rates

The measure
The rate of bank levy will increase to 0.21% from 1 April 2015. The half‑rate that applies to long term liabilities will 
also increase to 0.105%.

No further changes have been announced to either the calculation methodology or the £20 billion threshold for 
a bank’s liabilities, below which no bank levy is charged.

Who will be affected?
Approximately 30 large banking groups and building societies operating in the UK.
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When?
The increased Bank Levy rates will apply from 1 April 2015. Banks with a 31 December year‑end will therefore be 
charged at a blended rate for 31 December 2015.

Our view
Since its introduction in 2011, this is the eighth rise in the bank levy. It has now tripled compared to the initial rate.

Approximately 30 banks are subject to the levy, but roughly 70% of it is paid by the large UK banks. The levy is not a tax on bank 
profits, but on the size of the balance sheet, so must be paid even when a bank doesn’t make any profit. With most banks steadily 
shrinking their balance sheets, there are now less liabilities to tax.

The levy has not yet generated the Chancellor’s annual target of £2.9 billion (the forecast is £2.8 billion for the current year). 
This latest increase is expected to raise an additional £900 million annually, giving a revised annual contribution of approximately 
£3.7 billion over the next five years. Banks are under pressure to raise capital levels and boost lending; increasing the levy makes 
both of those goals harder to achieve.

Marketed tax avoidance

The measure
Two measures have been announced concerning marketed tax avoidance. Both follow from a consultation document 
‘Strengthening sanctions for tax avoidance’ issued in January 2015.

Firstly, legislation will be introduced in a future Finance Bill to introduce tougher measures for ‘serial avoiders’, 
ie those who persistently enter into tax avoidance schemes which fail. These will include a special reporting 
requirement and a surcharge on serial avoiders whose latest tax return is inaccurate as a result of a further failed 
avoidance scheme.

The government will also look to restrict access to reliefs for the few people who persistently try to abuse them 
through avoidance schemes that fail. The government also intends to develop further measures so that those who 
continue to use schemes that fail will be named.

The second measure concerns General Anti‑Abuse Rule (GAAR) penalties. Legislation will be introduced in a future 
Finance Bill increasing the deterrent effect of the GAAR, by introducing a specific, tax‑geared penalty to cases where 
the GAAR applies.

Who will be affected?
Those who engage in more than one tax avoidance scheme, and those who enter into avoidance schemes countered 
by the GAAR.

When?
No date has yet been specified, though, as noted above, both measures are to be enacted in a future Finance Bill 
(ie not the one to be enacted in late March 2015).

Our view
While the government’s aim at getting tough on tax avoiders is well understood and supported, there will be some difficult 
areas in the ‘serial avoiders’ legislation. Defining what constitutes a ‘tax avoidance scheme’ for these purposes will be critical. 
Also HMRC already has powers to penalise tax avoidance (including the Accelerated Payments Notices introduced in 2014).

No case concerned with the application of the GAAR has yet come before the tribunals/courts and so while detailed guidance on 
the application of the GAAR is available, it remains untested and therefore it may be too early for a GAAR‑specific penalty regime.
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New investment allowance for UK Continental Shelf 
oil and gas

The measure
Government has today confirmed the introduction of a UK Continental Shelf (‘UKCS’) wide investment allowance that 
should reduce profits subject to the supplementary charge (‘SC’) and replaces the existing patchwork of oil and gas 
field allowances (with the exception of the cluster allowance).

The allowance is generated at a rate of 62.5% when a company incurs qualifying expenditure on UKCS projects. 
Qualifying expenditure is yet to be defined but will most likely be linked to capital expenditure. However, while the 
allowance is generated when the expenditure is incurred it will not be activated, and therefore available to shelter 
profits subject to the SC, until the expenditure leads to income from oil and gas activities.

There will also be transitional rules for companies that had previously received a field allowance. No details of this 
have been announced but we understand that it is the government’s intention that no companies will be worse off 
due to of the introduction of the investment allowance.

Who will be affected?
Businesses investing in oil and gas exploration and production activities on the UKCS which are subject to the UK ring 
fence tax regime. Onshore expenditure is not within the scope of the investment allowance.

When?
The changes will have effect with respect to qualifying expenditure incurred on or after 1 April 2015.

Our view
The introduction of the investment allowance along with the cut to the rates of supplementary charge and petroleum revenue tax 
is, by the government’s own estimate, expected to generate over 4 billion of investment in the UK. At a time when the oil price is 
significantly depressed and the UK is having to compete ever harder to attract international capital to the mature UK basin, these 
measures are a big step in the right direction.

Details on the specifics of the investment allowance will, we understand, be published shortly and while we anticipate there being 
complexities in some areas, the broad aims and structure of the investment allowance will be seen as positive for both industry 
and government.

Office of Tax Simplification report on employment 
status

The measure
The government has welcomed the publication of the Office of Tax Simplification’s (OTS) report on employment 
status which was published on 3 March.

The report’s recommendations include a cross‑departmental review to look at the possibility of developing an agreed 
code of principles on employment status and a study into the alignment of tax and National Insurance Contributions 
for the employed and self‑employed. It also considers the option of a withholding tax for the ‘non‑employed’. 
In terms of HMRC administration the OTS recommended ways to improve the Employment Status Indicator tool and 
a route for engagers to seek status rulings on a ‘safe harbour’ basis.

Who will be affected?
The recommendations are mainly long term with no immediate impact. They will be of interest to the self‑employed, 
including members of partnerships, and the engagers of self‑employed contractors.

When?
The government will respond to the recommendations in the next parliament.
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Our view
As evidenced by the 182 page report, this is a big issue, with no immediate solutions. Greater consistency between tax and 
employment law could make matters simpler for organisations engaging self‑employed individuals and for the individuals 
themselves. Reducing the differential in National Insurance contributions rates between the employed and self‑employed would 
make the issue more manageable.

Oil and gas: 10% reduction in the rate of 
supplementary charge

The measure
The Chancellor has confirmed a 10% cut in the supplementary charge (SC), reducing it to 20% which follows the 2% 
reduction introduced by the Autumn Statement. Taking into account the future reduction in petroleum revenue tax 
(PRT) to 35%, headline rates for upstream activities in the UK and on the UK Continental Shelf (UKCS) will be 50% to 
67.5% as opposed to 62% – 81% before the Autumn Statement.

Who will be affected?
Businesses that carry out oil and gas exploration and production activities in the UK and on the UKCS which are 
subject to the UK ring fence tax regime.

When?
The reduction in the rate of SC will have retroactive effect from 1 January 2015 and transitional rules will apply 
for accounting periods beginning before this date. The reduction in the rate of PRT will have effect for chargeable 
periods ending after 31 December 2015.

Our view
The SC rate reduction announced today is a very positive move by the Chancellor and a big step in the right direction for the 
future of the UK basin. This bold reduction will be welcomed by industry and will hopefully encourage capital investment from 
global oil and gas players at a time when the UK is having to compete harder than ever for its share.

Oil and gas: 15 per cent reduction to the rate of 
petroleum revenue tax

The measure
The Chancellor announced that the rate of petroleum revenue tax (PRT) will be reduced from its current rate of 50% 
to 35%. Coupled with the 10% reduction in supplementary charge (SC), this will result in a marginal tax rate of 
67.5% for PRT paying oil and gas fields which could help encourage brown field investment and extend the life of 
key infrastructure.

Who will be affected?
PRT is only payable by companies that have an interest in a UK oil and gas field which received development consent 
prior to 16 March 1993.

When?
The reduction in the rate of PRT will have effect for all chargeable periods ending after 31 December 2015, whereas 
the reduction in SC is applied retro‑actively from 1 January 2015.
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Our view
There are approximately 100 oil and gas fields which are potentially subject to PRT but 60 of these have never been profitable 
enough to pay the tax. Nonetheless this announcement will improve the economics of a number of older fields, helping to defer 
the onset of decommissioning.

Pay now – accelerated payment notices

The measure
The accelerated payments notices legislation was enacted in 2014. Budget 2015 included a statement that HMRC 
has continued to review cases after the accelerated payments legislation took effect and that HMRC will be issuing an 
additional 21,000 accelerated payment notices over and above the original estimated number.

Who will be affected?
Those who have entered into certain tax arrangements to which the accelerated payment notice legislation applies.

When?
The timing of issue of the additional notices is uncertain, but the government forecasts indicate most of the tax 
revenue is expected to be paid in 2016/17 and 2017/18.

Our view
The projected yield of £455 million over the period 2016/17 to 2019/20 is a very significant amount of money.

Research and development tax relief

The measure
Small companies making their first research and development tax relief (R&D) claims will be able to apply for 
a voluntary advanced assurance that will last for three years.

HMRC will also issue new standalone guidance aimed at smaller companies and run a publicity campaign to raise 
awareness of R&D credits for such businesses.

Who will be affected?
Advanced assurance will only be available to smaller companies who are making a claim for R&D relief for the first 
time. It is not currently clear how the HMRC define ‘smaller’ for these purposes.

When?
The advanced assurance scheme will be available from Autumn 2015. The guidance will be made available over the 
next two years.

Our view
The increased certainty that the advanced assurance scheme will provide will be beneficial to smaller companies investing in 
R&D. Small companies often find understanding the R&D regime difficult, so improved guidance will also be well received, whilst 
a publicity campaign will help these companies identify the relief available.
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Simplification of employee benefits and expenses

The measure
The government has confirmed that the suite of measures announced in the Autumn Statement to simplify the 
administration of employee benefits and expenses will go ahead. These include providing a statutory exemption for 
trivial benefits costing less than £50 and not given in reward of services, removing the £8,500 threshold below which 
employers do not pay tax on certain benefits in kind, an exemption for certain reimbursed business expenses and 
a statutory framework for the voluntary payrolling of benefits.

A new development is the capping of the trivial benefit exemption to £300 per annum for office holders of close 
companies and employees who are family members of those office holders.

Who will be affected?
These measures will affect all employers, but the degree of change will depend on whether they have lower‑paid 
employees, the expenses and benefits they provide and whether they have previously held a P11D dispensation.

When?
The trivial benefit exemption will be introduced from April 2015. The remaining measures take effect from 
April 2016.

Our view
The trivial benefit exemption will save employers the effort of obtaining agreement from HMRC that a benefit can be provided 
free of tax and NIC. HMRC will need to give clear and comprehensive guidance to help employers correctly apply the new 
principles‑based exemption.

Employers have the forthcoming year to make sure they are ready for the changes being introduced in April 2016. P11D 
dispensations will be revoked, so they should check that their dispensations do not cover any items that are not covered by the 
new exemption for business expenses. The new exemption for reimbursed expenses will not be available if used in conjunction 
with salary sacrifice. Employers currently reimbursing expenses as part of salary sacrifice arrangements will need to review their 
positions.

Travel Expenses – umbrella companies and 
intermediaries

The measure
The Chancellor announced in the Autumn Statement in 2014 that the government would review the use of 
‘overarching’ contracts of employment for temporary workers and a discussion document was published shortly 
afterwards. In general these workers do not work in the employer’s business but at a series of third party 
engagements. These ‘overarching’ contracts can allow some temporary workers to benefit from tax relief for the 
costs of travelling from home to these engagements. This relief is normally not available to employees who are 
directly employed by their employer.

Following on from the review, the government will change the rules to restrict relief for travel and subsistence 
expenses for home to work travel, where workers:

• are engaged through an intermediary, eg an umbrella company or a personal service company; and

• are under the supervision, direction or control of the end user

Those responding to the government’s discussion document raised concerns that workers engaged under these 
contracts do not understand how the arrangements affect their take home pay. The Government also said that it 
wants employment intermediaries to provide greater transparency of their employment arrangements and how the 
workers are paid. The Department of Business Innovation of Skills will consult on proposals for transparency later in 
the year.
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Who will be affected?
Employment Agencies who engage with umbrella companies or personal service companies to provide temporary 
workers to end clients will be affected where the arrangements take advantage of the relief available for travel and 
subsistence expenses. These contracts are also used in‑house in certain industries and functions and these businesses 
will also be affected.

Those workers who receive some benefit from this tax relief may see a reduction in their take home pay.

When?
This will take effect from April 2016, subject to consultation on the detail of the changes.

Our view
We understand that the growing use of overarching contracts and travel and subsistence arrangements by intermediaries has been 
a concern to the government, particularly in the light of the increasing cost of this relief.

It is likely that the loss of tax relief will ultimately result in an increase in the cost of the supply of temporary labour to the end 
client.

Venture capital schemes

The measure
The seed enterprise investment scheme (SEIS) offers tax reliefs to investors in return for investment in early stage 
start‑up businesses in the UK. Under current rules, 70% of SEIS money must be spent before enterprise investment 
scheme (EIS) or venture capital trust (VCT) funding can be raised. This restriction will be removed.

A number of other minor changes to the venture capital scheme rules have also been announced. These include 
capping the total investment a company may receive under EIS and VCT at £15m (or £20m for ‘knowledge intensive 
companies’), and increasing the employee limit for ‘knowledge intensive companies’ to 499 employees.

Who will be affected?
Individuals who invest in small companies and the companies they invest in.

When?
The removal of the requirement that SEIS money must be spent first will apply with effect from 6 April 2015. 
The other measures will apply subject to state aid clearance, and with effect from the date of state aid clearance.

Our view
The removal of the requirement that 70% of SEIS money must be spent before EIS or VCT funding can be raised will give start‑up 
businesses greater flexibility when raising early stage finance.

19Deloitte’s Budget 2015 Coverage Listen. Analyse. Apply. BACK TO CONTENTS



Indirect Tax measures

Aggregates levy

The measure
Aggregates levy rate will remain at £2 per tonne in 2015 and 2016.

Who will be affected?
Most aggregates levy is accounted for by extractive industries when rock, sand or gravel is commercially exploited. 
Buyers of aggregate based products incur aggregates levy within the price they pay to suppliers.

When?
No change.

Our view
2015 will be the sixth year where the aggregates levy rate remains frozen. Freezing the rate for a further two years will avoid an 
inflationary pressure on the price of aggregate based products including concrete and other building materials.

Air passenger duty rates

The measure
The air passenger duty rates will increase in line with Retail Price Index.

Who will be affected?
The travel and aviation industry and travellers.

When?
The air passenger duty rates will increase in line with Retail Price Index from 1 April 2016.

Our view
This is in line with our expectations.

Alcohol duty

The measure
From 23 March 2015, the duty rates on general beer (beer between 2.8% and 7.5% ABV and not produced by 
small breweries), spirits and lower strength cider will be reduced by 2%. The duty rate on low strength beer (less 
than 2.8% ABV) will be reduced by 6% and the total duty rate on high strength beer (more than 7.5% ABV) will be 
reduced by 0.75%.
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The reductions mean that:

• An average pint of beer will be 1 pence cheaper;

• A bottle of spirits will be 19 pence lower; and

• A litre of lower strength cider will be 1 pence cheaper.

The duty rate on high strength still cider will be reduced by 1.3% and the duty rates on wine below 22% ABV and 
high strength sparkling cider will be frozen.

As announced at Autumn Statement 2013, the government will introduce a registration scheme for alcohol 
wholesalers that will take effect from October 2015.

Who will be affected?
Manufacturers, importers, distributors, retailers and consumers of beer, wine, spirits and cider.

When?
The new alcohol duty rates will have effect from 23 March 2014.

Our view
The reduction in beer, cider and spirit duty and the rate freeze on wine will come as welcome news to the wine, beer and spirits 
industry, the pubs sector and, of course, to individual responsible drinkers. The announcements specifically recognise the success 
of the Scotch whisky industry and the contribution cider producers make to the rural economy.

Climate change levy rates

The measure
The main rates of climate change levy will increase in line with Retail Price Index.

Who will be affected?
The main rates of climate change levy are those applicable to supplies of taxable commodities (generally electricity, 
gas, petroleum gas, coal and coke – but not road fuels) to consumers of those commodities. Supplies for certain 
domestic and charitable consumption are not taxable. So an increase in rate will primarily affect consumers in 
industry and in the public sector.

When?
For supplies of taxable commodities made on or after 1 April 2016.

Our view
As climate change levy applies to specific units of taxable commodities (eg kilowatt hours) rather than to the price paid for them, 
the proportion that the levy makes up in the unit cost of energy will increase in times of falling energy prices. This would be the 
case even if the rate of the levy remained the same. Increasing the rate, in line with the Retail Price Index will serve to amplify 
this effect.

HMRC anticipate that revenue from climate change levy will rise until 2016‑17 before falling again over the 3 subsequent years. 
Increasing consumption of renewable source energy will serve to reduce levy receipts in the long term regardless of the increase 
in rates.
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Fuel duty

The measure
The government will cancel the Retail Price Index inflation linked fuel duty increase of 0.54 pence per litre scheduled 
for 1 September 2015.

Who will be affected?
Businesses producing and importing, and consumers of, hydrocarbon oils and alternative fuel products.

When?
On and after 1 September 2015.

Our view
The freeze in fuel duty prices will continue to allow households and businesses to maintain vehicle running costs at lower levels.

Gaming duty

The measure
Legislation will be introduced in the Finance Bill 2015 to raise the gross gaming yield (GGY) bandings for gaming duty 
in line with inflation (RPI).

Who will be affected?
Casino operators.

When?
The revised bandings must be used for accounting periods starting on or after 1 April 2015.

Our view
This is expected as the casino GGY bandings often go up in line with inflation.

Horserace betting right

The measure
The government will bring forward legislative proposals to replace the existing horserace betting levy with a new 
horserace betting right.

Who will be affected?
The right will apply to all bookmakers, wherever located, who take bets from British customers on British racing.
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Our view
The government intends to replace the horserace betting levy with a new horserace betting right administered directly by the 
racing industry. This will apply to all bookmakers wherever located (not just UK bookmakers as was previously the position).

This is a matter already being consulted on by the government. As a statutory levy, the current betting levy is not subject to VAT. 
Depending on precisely what is meant by the new betting right being ‘directly administered by the racing industry’ if this is no 
longer a statutory levy it is possible that this payment will be VATable. Any VAT payable will not be recoverable by bookmakers 
(non‑EU bookmakers may not have to pay VAT on the right). This means that, to the extent that VAT is due, either the cost to 
bookmakers will go up or the amounts paid to racing will be reduced.

Landfill tax rates

The measure
From 1 April 2016 the standard and lower rates of landfill tax will increase in line with the Retail Price Index, rounded 
to the nearest 5 pence.

Who will be affected?
Registered landfill site operators will be required to amend their systems to recognise the increase in rates and their 
customers will incur higher landfill costs as a result.

When?
For waste deposited to landfill on or after 1 April 2016.

Our view
The current levels of landfill tax (standard rate of £80 per tonne rising to £82.60 per tonne from 1 April 2015, and a lower 
rate of £2.50 per tonne rising to £2.60 per tonne from 1 April 2015) constitute a very substantial component of landfill costs. 
The standard rate has previously increased in steps of £8 per tonne with the specific intention of incentivising other forms of waste 
treatment. As this has already helped to reduce the level of landfill in the UK and incentivised investment in other treatments 
a modest, inflationary increase in rates seems more appropriate.

Rural fuel rebate scheme extension

The measure
The Council of the European Union has fully approved the government’s application to extend the rural fuel duty 
rebate scheme to 17 areas of the UK mainland.

The scheme will be implemented on 1 April 2015 and will enable fuel retailers in eligible areas to register for 
a 5 pence per litre fuel duty discount.

Who will be affected?
Businesses and individuals (the fuel retailers are required to pass on the discount) in certain specified remote areas of 
the UK.

When?
01 April 2015.

Our view
The extension of the scheme is a welcome stimulus to the economies of remote rural regions of the UK.
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Tobacco levy and anti‑illicit tobacco package

The measure
The government will continue the consultation on whether to introduce a tobacco levy, on raw tobacco, through 
informal consultation with stakeholders.

The government will also introduce a package of measures to tackle the illicit tobacco trade, including:

• Establishing a cross‑government ministerial group to oversee future evolution of the anti‑illicit tobacco strategy;

• Introducing a registration scheme for users and dealers in raw tobacco;

• An informal targeted consultation with other government department on sanctions; and

• HMRC will commission academic research to provide evidence to support action internationally.

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

When?
Consultation is continuing and so any changes will be in a future Finance Bill.

Our view
Increased controls in the trade and movement of tobacco are welcomed to support bona fide traders of tobacco and protect 
revenue and safeguard public health.

VAT: blood bikes

The measure
The measure will introduce a new VAT refund scheme for medical courier charities (for example ‘blood bikes’). It will 
enable these charities to reclaim the VAT incurred on the purchase of goods and services, and the acquisition and 
importation of goods from outside the UK, used for non‑business activities.

Who will be affected?
Medical courier charities and providers of similar services.

When?
The measure will have effect from 1 April 2015.

Our view
Refunding VAT will provide important relief for medical courier charities, particularly as they usually have high fixed asset and 
operational costs.

VAT deductions relating to foreign branches

The measure
The VAT Regulations will be amended so that partly exempt businesses will no longer be able to take account of 
supplies made by foreign branches when calculating how much of the UK VAT on their overheads can be reclaimed.
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Who will be affected?
Banks and other financial institutions with branches outside the UK.

When?
It is intended that the measure will have effect from the beginning of the partial exemption year starting on or after 
1 August 2015.

Our view
The new measure is intended to implement in UK law the terms of the Court of Justice of the European Union’s (CJEU) decision in 
the French case of Société Le Crédit Lyonnais, in which the CJEU concluded that the turnover of the bank’s foreign branches could 
not be taken into account in its French partial exemption calculation.

A draft of the proposed regulations, and the associated explanatory memorandum, has been published for external comment. 
The new regulations will overrule any terms to the contrary in existing partial exemption methods.

VAT: palliative care charities (ie hospices)

The measure
The government will implement a VAT refund system for palliative care charities. The current VAT position, which 
allows the NHS to reclaim VAT on various costs when hospice charities cannot, acted as a strong disincentive to 
contracting out such services from the NHS. This measure will enable palliative care charities to reclaim the VAT 
incurred on purchases made to support their non‑business activities.

Who will be affected?
Palliative care charities and providers of similar services.

When?
The measure will have effect from 1 April 2015.

Our view
Refunding VAT will provide important relief for hospice charities. Whilst this measure applies specifically to charitable hospices, 
there are a wide range of other health and social care providers working closely with the NHS as well as local and central 
government who would likely benefit from similar measures.

VAT: Severn River toll

The measure
When the Severn River crossings are in public ownership post‑2018, VAT on tolls charged will no longer apply and 
the tolls will be reduced by the equivalent amount.

The government will also abolish Category 2 (small goods vehicles and small buses) and include those vehicles in 
Category 1 (motor cars and motor caravans), reducing the toll paid by small goods vehicles and small buses.

Who will be affected?
Drivers travelling over the Severn River crossing.

When?
Post‑2018, when the crossing is in public ownership.
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Our view
The VAT consequences of the crossings coming into public ownership are likely to be positive for motorists and the welsh 
economy.

VAT: registration and deregistration thresholds

The measure
The taxable turnover registration threshold for VAT will increase from £81,000 to £82,000.

The taxable turnover deregistration threshold for VAT will increase from £79,000 to £80,000.

Who will be affected?
Any business whose taxable turnover is close to the current VAT thresholds for registration and deregistration.

When?
The new thresholds will have effect from 1 April 2015.

Our view
As expected, the VAT registration and deregistration thresholds are increased again.

Vehicle excise duty rates

The measure
Vehicle excise duty (VED) rates for cars, motorcycles and the main rates for vans will increase by the Retail Price 
Index from 1 April 2015.

Heavy goods vehicles VED and road user levy rates will be frozen for one year from 1 April 2015.

As announced at Budget 2014, from 1 April 2016 a vehicle manufactured before 1 January 1976 will be exempt from 
paying VED.

Who will be affected?
Owners and operators of vehicles that fall under the VED scheme.

When?
From 1 April 2015.

Our view
The announcements are in line with expectations.
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Individuals measures

Class 2 National Insurance contributions abolished

The measure
As part of the planned reforms to tax administration, the government will abolish Class 2 National Insurance 
contributions (NICs) in the next parliament and will reform Class 4 NICs to introduce a new contributory benefit test.

Who will be affected?
This measure will affect self‑employed individuals who currently pay both Class 2 and 4 NICs, and also individuals 
working abroad who currently pay Class 2 NICs as a voluntary contribution and employers who pay voluntary 
Class 2 NICs on their employees’ behalf.

When?
The government will consult on the detail and timing of these reforms later in 2015.

Our view
This measure should simplify the administrative arrangements for payment of NICs by self‑employed individuals.

However, we await with interest the consultation on the detail and timing of these reforms, especially the proposed reform of 
Class 4 NICs to introduce a new contributory benefit test.

Individuals working abroad who currently pay Class 2 NICs as a voluntary contribution will be interested to know the potential 
cost impact and potential impact on their social security benefits coverage, if they will only have the option to pay the 
Class 3 voluntary contributions going forward.

Class 2 NIC contributions are currently £2.75 per week, whereas Class 3 NIC contributions are currently £13.90 per week (2014/15 
rates). Class 3 NICs do not accrue entitlement to contribution‑based Employment and Support Allowance and Incapacity Benefit, 
whereas Class 2 NICs do accrue entitlement to these state benefits.

Common Reporting Standard

The measure
HM Treasury is introducing new regulations to implement its commitment to automatic exchange of information with 
counterparty jurisdictions under the Common Reporting Standard (CRS). This commitment is established under the 
EU revised directive on administrative cooperation (EU DAC) and additional competent Authority agreements with 
non‑EU jurisdictions.

The measures establish obligations for financial institutions including identification of account holders resident in 
certain jurisdictions and reporting of information on them to HMRC annually.

The regulations also include provisions that can require financial institutions to notify their customers of CRS 
obligations and penalties as well as new disclosure procedures.

Who will be affected?
The CRS is targeted at financial institutions and includes banks, insurers, funds and trust companies. There will also 
be an indirect impact on non‑financial companies who will need to comply with additional requests for information 
from financial institutions.
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HM Treasury have estimated that the regulations will bring a further 1,000 financial institutions not previously 
affected by the US Foreign Account Tax Compliance Act (US FATCA) in scope for CRS reporting as a result of 
removing certain exemptions (for example, there are new obligations in respect to reporting on shares in regularly 
traded investment trusts).

When?
The regulations will have effect from 1 January 2016 and are estimated to raise £560m net over the next five years. 
Financial institutions will need to complete a number of preparatory steps in advance of this date.

Our view
The introduction of CRS is part of a wider drive to improve tax transparency through increased automatic exchange of information. 
It will increase the burden on financial institutions with respect to identifying and reporting on their customers.

However, the regulations, apart from introducing CRS, will also update current implementing regulations covering US FATCA in 
order to consolidate requirements for automatic exchange of information in one place. This is welcome news which will align US 
FATCA with some CRS requirements thus simplifying due diligence procedures imposed on many financial institutions.

Digital tax accounts

The measure
The government has today announced the replacement of tax returns by digital tax accounts for small businesses and 
individuals. The individual online accounts will offer simple, personalised and secure information processing with the 
consolidation of all information in relation to a taxpayer’s affairs in one place including their payment position and 
the options to pay.

The government states that HMRC will automatically use the information it holds, such as income tax, National 
Insurance contributions and pension positions along with data from third parties, including interest from banks 
and building societies to populate the individual’s online account. The facility to upload digital accounts will also 
offer flexibility to small businesses. The taxpayer will then be able to log into the account to check and confirm 
the information is complete and correct. Those with complex tax affairs will be required to declare their additional 
income and any other information to be included in their online account.

It has also been stated that individuals and small businesses will be able to manage their cash flows more flexibly, 
with the option to ‘pay as you go’ and the consolidation of different taxes into one payment.

The range of government services available on the online account will increase over time.

Who will be affected?
The proposals will affect many small businesses and individuals with simple tax affairs such as income received under 
PAYE and bank interest, allowing them to simply check their information online and confirm that it is complete and 
correct. It appears that any individuals with complex affairs would be those for whom HMRC do not hold or have 
access to their complete information, such as foreign income, property income or any investments or capital gains. 
These would still have to be declared to HMRC as is the case at present.

When?
The proposals are intended to affect five million small businesses and ten million individuals by early 2016, reaching 
50 million individuals and small businesses by 2020.

Our view
The consultation for more flexible payment options will give taxpayers more control over their cash flow position.

We look forward to seeing the government’s promised ‘roadmap’ on how it will deliver the changes later this year which will 
further outline the scope and measures needed to effect these changes.
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Disguised investment management fees

The measure
The Chancellor today confirmed that from 6 April 2015 ‘disguised investment management fees’ will be charged to 
income tax and Class 4 NIC (where applicable) as UK trading income.

The new rules will apply to ‘disguised fees’ arising to individuals providing investment management services under 
arrangements involving a partnership or other ‘transparent vehicle’.

Broadly, ‘disguised fees’ are any amounts paid to certain individuals directly or indirectly from a collective investment 
scheme other than:

• qualifying carried interest returns;

• qualifying co‑invest returns;

• amounts charged to tax as employment income; or

• amounts brought into account as trading profits of the individual concerned.

It was announced that the original draft legislation will be revised ‘to better reflect industry practice on performance 
related returns, to restrict the charge on non‑UK residents to UK duties, and to ensure that the rules apply to 
investment trust managers’.

Who will be affected?
Individuals providing investment management services which includes individuals researching investments, seeking 
funds and selling assets, or managing the investments for the purposes of the collective investment scheme.

We expect the new reference to ‘transparent vehicles’ (which did not feature in the draft legislation) may include 
funds structured by way of contractual arrangements such as common contractual funds as well as partnerships.

The extent to which investment trust managers will be affected is not yet clear.

When?
The tax charge will apply to ‘disguised fees’ arising from 6 April 2015 irrespective of when the relevant arrangements 
were entered into.

Our view
The draft legislation issued in December 2014 was far reaching. Today’s announcement suggests changes will be made to address 
some of the concerns raised during the consultation period.

However, there remain a number of areas of uncertainty such as which types of carry arrangements will be exempted, how 
charges will be restricted for non‑UK residents and the extent to which the charge will apply (if at all) to distributions from holding 
companies of management or advisory groups.

Further detail will be included in Finance Bill 2015 which is due to be published on 24 March 2015 and HMRC guidance is also 
expected to be released.

Entrepreneurs’ relief on disposal of personal assets 
used in businesses

The measure
Entrepreneurs’ relief is a capital gains tax relief which reduces the rate of capital gains tax on certain disposals by 
individuals and trustees to 10% from the 18% or 28% rates that would otherwise apply.
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The relief is available on certain disposals of shares and securities in trading companies and interests in businesses 
and partnerships. In addition, it can be claimed by individuals on disposals of assets owned personally which are 
used by a trading company or partnership, where the individual qualifies for entrepreneurs’ relief on shares they 
own in the company or on an interest in the partnership (for example, a trading premises owned personally, used by 
a company in which the individual holds shares).

The legislation specifies that entrepreneurs’ relief is only available on disposals of such assets where the disposal is 
made as part of a withdrawal from the business. Prior to today’s announcement, there was no minimum withdrawal 
requirement in relation to disposals of assets used by companies or partnerships. With immediate effect, the relief 
will only be available on disposals of assets owned personally where the disposal of the personal asset is made in 
conjunction with a disposal of a minimum 5% stake of shares in the company or a minimum 5% interest in assets of 
the partnership carrying on a business.

Who will be affected?
Individuals who are eligible for entrepreneurs’ relief on shares they own in a trading company or an interest in 
a partnership, who also personally own assets used by the trading company or partnership.

When?
The change applies with immediate effect to disposals on or after 18 March 2015.

Our view
The stated aim of this change is to encourage individuals who are exiting a business to sell the personal assets used in the business 
along with it. Today’s announcement is consistent with this.

Entrepreneurs’ relief on indirect investments

The measure
The Chancellor has announced that, with immediate effect, entrepreneurs’ relief will no longer be available to most 
shareholders who indirectly invest in trading companies. Entrepreneurs’ relief is a capital gains tax relief which applies 
a 10% capital gains tax rate on eligible disposals of shares or securities in trading companies or other eligible business 
assets, instead of the 18% or 28% capital gains tax rate that would otherwise apply.

Under the existing provisions, entrepreneurs’ relief is available for certain disposals of shares in trading companies 
or holding companies of trading groups by individuals and in some cases trustees. Legislation will be included in 
Finance Bill 2015 which will, once enacted, amend these terms so that the definitions of ‘trading company’ and 
‘holding company of a trading group’ do not take account of activities carried out by joint‑venture companies which 
a company has invested in, or of partnerships of which a company is a member. Therefore a company would need to 
have a significant trade of its own in order to be considered to be a trading company for entrepreneurs’ relief.

Who will be affected?
It is possible that this change may affect a type of structure which is typically used by management teams. 
Where individual members of a management team would not be eligible for entrepreneurs’ relief if they held 
their shares in the trading company directly, due to not possessing the minimum 5% shareholding that is required 
for entrepreneurs’ relief to be available, such management teams may instead hold their shares in a company (a 
‘management company’ or ‘Manco’) which in turn owns shares in the trading company. The individual members of 
the management team may then be eligible for entrepreneurs’ relief, provided they own the requisite 5% shares in 
the management company.

To the extent the management company is a joint‑venture company, the availability of entrepreneurs’ relief may be 
restricted in such circumstances.

When?
With immediate effect for disposals on or after 18 March 2015.
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Our view
This anti‑avoidance measure seems targeted at ‘Manco’ structures which have allowed management investors to potentially claim 
entrepreneurs’ relief in respect of a trading group even where they have an indirect shareholding of less than 5%.

As today’s announcement will apply to disposals with immediate effect, rather than to arrangements entered into from today, the 
changes will apply to individuals who may have previously expected to be eligible for entrepreneurs’ relief on gains which have 
accrued, but not yet been realised.

Farmers’ averaging

The measure
The government will extend the period over which farmers can average their profits for income tax purposes from 
two to five years.

Farmers’ averaging is a special relief allowing farmers, meeting certain conditions, to average profits over a period of 
fluctuating revenues due to uncontrollable factors such as adverse weather conditions.

Who will be affected?
Self‑employed farmers who qualify for the specified conditions for farmers averaging relief.

When?
From 6 April 2016.

Our view
This extension of relief will allow greater flexibility for farmers over periods of fluctuating profits.

Flexible ISAs

The measure
The Chancellor has announced proposals to allow individuals to withdraw money from their ISAs and replace it in 
the same tax year without the replacement counting towards their annual ISA allowance. Under the current rules, all 
deposits count towards the ISA allowance (£15,240 for 2015/16), so once it is used no further deposits can be made.

Who will be affected?
Individuals who need short‑term access to funds invested in their ISAs in the tax year but which they intend to 
replace before the end of the year.

When?
The changes are intended to take effect in autumn 2015, following a period of consultation with ISA providers.

Our view
The change is good news for individuals who need to withdraw their in‑year ISA investments in the short‑term and would 
otherwise lose the tax benefits.
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Help to Buy ISA

The measure
First time buyers saving towards their first home with a Help to Buy ISA can receive a 25% bonus from the 
government.

The details are as follows:‑

• There is a maximum initial deposit of £1,000, and the maximum monthly deposit is set at £200.

• The government bonus is £400 (min) and £3,000 (max). The government will therefore contribute a maximum of 
£3,000 on £12,000 of savings.

• Savers must be age 16 or over.

• The bonus will be paid when a person buys their first home. The bonus is limited to one per person, therefore if 
more than one person is buying a home each of them will be entitled to the bonus.

• The bonus is available on house purchases up to £450,000 in London and £250,000 outside London

• The account can be opened during the next four years, but once the account has been opened it can remain in 
existence indefinitely

Who will be affected?
First time buyers purchasing UK properties.

When?
Autumn 2015.

Our view
This announcement is a helpful boost for first time buyers.

Inheritance tax and trusts

The measure
As anticipated, the government is going ahead with the changes to the inheritance tax (IHT) trust regime that were 
announced last autumn, with some minor changes following consultation.

Who will be affected?
The changes apply to a particular type of trust arrangement, sometimes known as a ‘pilot trust’, where an individual 
sets up two or more discretionary trusts on different dates with a nominal amount of capital and then settles 
a relatively large amount of capital on the trusts, generally spread evenly across them, all on the same day.

Discretionary trusts are subject to IHT charges on every tenth anniversary of their creation and also when funds are 
distributed by them. The rate at which they pay tax is calculated taking into account the nil rate band applicable at 
the time and the history of transfers made by the settlors in the seven years before the trust was created. The idea 
of using pilot trusts in the way described was that it effectively enabled each of the trusts to claim a more or less 
complete nil rate band for computational purposes. In appropriate circumstances, this could result in a significant 
reduction in the effective rate of tax payable.

Under the changes, each of the trusts can still claim its own nil rate band but the calculation of the tax rate now has 
to take into account the value of the assets added to the other trusts on the same day. This effectively cancels out 
the benefits of having multiple nil rate bands.

The opportunity is also being taken to make some technical changes to the way in which these tax charges are 
calculated in order to simplify them.
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When?
The new changes apply from 6 April 2015 to all IHT charges arising on trusts to which ‘same day’ transfers have been 
made, but trusts established before 10 December 2014 are protected, provided the settlor has not made further 
‘same day’ additions to them since that date, or if the additions do not exceed £5,000. There is also a transitional 
protection for those who make transfers into multiple trusts on death: provided their wills were substantially drawn 
up before 10 December 2014, the new rules will not apply to the trusts where death occurs before 6 April 2017.

Our view
The announcement that the law will be changed, to further protect trusts that existed before 10 December 2014, will be 
welcomed.

Inheritance tax: review into deeds of variation

The measure
The government has announced that it will carry out a review into the use of deeds of variation but has given no 
details as yet as to what this will cover or what its objectives will be.

Who will be affected?
Individuals.

When?
The government will perform a review so any resultant changes would be in a future Finance Bill.

Our view
Deeds of variation are used because the alternative is for people to revise their wills every time there is any change in their 
personal circumstances or those of the people they intend to inherit from them. This is likely to be expensive, and may become 
impractical if the testator loses control of their affairs through illness or incapacity. Any changes may limit the ability of people to 
take action that the deceased could have done if only they had had the opportunity.

Marketed tax avoidance

The measure
Two measures have been announced concerning marketed tax avoidance. Both follow from a consultation document 
‘Strengthening sanctions for tax avoidance’ issued in January 2015.

Firstly, legislation will be introduced in a future Finance Bill to introduce tougher measures for ‘serial avoiders’, 
ie those who persistently enter into tax avoidance schemes which fail. These will include a special reporting 
requirement and a surcharge on serial avoiders whose latest tax return is inaccurate as a result of a further failed 
avoidance scheme.

The government will also look to restrict access to reliefs for the few people who persistently try to abuse them 
through avoidance schemes that fail. The government also intends to develop further measures so that those who 
continue to use schemes that fail will be named.

The second measure concerns General Anti‑Abuse Rule (GAAR) penalties. Legislation will be introduced in a future 
Finance Bill increasing the deterrent effect of the GAAR, by introducing a specific, tax‑geared penalty to cases where 
the GAAR applies.

Who will be affected?
Those who engage in more than one tax avoidance scheme, and those who enter into avoidance schemes countered 
by the GAAR.
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When?
No date has yet been specified, though, as noted above, both measures are to be enacted in a future Finance Bill 
(ie not the one to be enacted in late March 2015).

Our view
While the governments aim at getting tough on tax avoiders is well understood and supported, there will be some difficult 
areas in the ‘serial avoiders’ legislation. Defining what constitutes a ‘tax avoidance scheme’ for these purposes will be critical. 
Also HMRC already has powers to penalise tax avoidance (including the Accelerated Payments Notices introduced in 2014).

No case concerned with the application of the GAAR has yet come before the tribunals/courts and so while detailed guidance on 
the application of the GAAR is available, it remains untested and therefore it may be too early for a GAAR‑specific penalty regime.

Pay now – accelerated payment notices

The measure
The accelerated payments notices legislation was enacted in 2014. Budget 2015 included a statement that HMRC 
has continued to review cases after the accelerated payments legislation took effect and that HMRC will be issuing an 
additional 21,000 accelerated payment notices over and above the original estimated number.

Who will be affected?
Those who have entered into certain tax arrangements to which the accelerated payment notice legislation applies.

When?
The timing of issue of the additional notices is uncertain, but the government forecasts indicate most of the tax 
revenue is expected to be paid in 2016/17 and 2017/18.

Our view
The projected yield of £455 million over the period 2016/17 to 2019/20 is a very significant amount of money.

Pensions lifetime allowance to be reduced

The measure
The Chancellor announced that the standard pensions lifetime allowance (LTA), which is the total value of pension 
savings that can be accumulated without a tax charge, will be reduced from £1.25 million to £1 million from 
6 April 2016. This follows a reduction from £1.8 million to £1.5 million on 6 April 2012 and a further reduction 
to £1.25 million from 6 April 2014. Any excess over that limit will be taxed at 25% (if used to increase pension) or 
55% (if taken as a lump sum) when the member starts to take their pension or benefits. It is expected that this will 
generate tax of approximately £1.92 billion by 2019/20.

A new form of transitional protection will be introduced for those who have been saving with the current threshold 
in mind. We expect previous forms of transitional protection (primary protection, enhanced protection, fixed 
protection 2012, fixed protection 2014 and individual protection) to remain effective.

Who will be affected?
Individuals who have undrawn pension funds in UK registered pension schemes and certain overseas schemes, where 
the aggregate lifetime savings exceed £1 million in value as at 6 April 2016. It will also affect some individuals who 
are already drawing pension benefits but who may have future benefits that need to be tested against the lifetime 
allowance (eg individuals under age 75 who are in drawdown).

For an individual with a defined benefit (eg final salary) scheme, the reduction will take effect where the prospective 
pension entitlement is more than £50,000 per annum (assuming no lump sum or other pension benefits are taken).
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When?
The reduction is intended to take effect for pension benefits that are taken from 6 April 2016. It is due to be indexed 
in line with the Consumer Price Index from April 2018.

Our view
The additional erosion of the lifetime allowance will be unwelcome news for taxpayers who have built up pension savings with 
the earlier limits in mind. The total cuts over a four year period amount to over 44%, so taxpayers of relatively modest wealth 
will be drawn into the lifetime allowance charging regime. The new transitional protections should help to limit the impact of the 
allowance reduction, but individuals will need to check whether they should cease saving in pensions from 6 April 2016 if lifetime 
allowance charges are to be avoided.

Individuals who had pension savings valued at more than £1.25 million as at 5 April 2014, but do not hold primary protection, 
may still have the opportunity to apply for individual protection, whereby a personal lifetime allowance of between £1.25 million 
and £1.5 million can be secured. The deadline for claiming individual protection is 5 April 2017.

Personal savings allowance

The measure
A tax‑free personal savings allowance is being introduced from April 2016 in respect of interest received on 
a person’s savings.

For taxpayer’s with taxable income of £42,700 or less the allowance will be £1,000 (max). For those with taxable 
income between £42,701 and £150,000, the allowance will be £500 (max). Interest received in excess of the 
personal savings allowance will be taxed at the normal rate.

Those with taxable income in excess of £150,000 will not be eligible to receive the allowance.

At present, tax is withheld on interest received from certain bank and building society accounts. From April 2016, 
this tax will no longer be deducted automatically.

Who will be affected?
Individuals in receipt of interest.

When?
April 2016 (ie 2016/17 tax year).

Our view
This is a welcome encouragement for savers, particularly to those that may not be saving currently.

Sale of annuities

The measure
The Chancellor has announced proposals to enable individuals who have already purchased lifetime annuities with 
their pension funds to sell these for a lump sum, subject to agreement from their annuity provider (and the secondary 
annuitant in the case of a joint‑life annuity). The lump sum could either be treated as pension income on receipt, 
and taxed at marginal rates rather than 55%, or could be used to provide a flexi‑access drawdown fund, from which 
taxable income payments can be taken as and when the individual wishes. The intention is that those who have 
already purchased annuities should no longer be locked in and should be in a position to take advantage of the 
flexible options that are available to those whose pension funds are still intact from 6 April 2015.
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Who will be affected?
Individuals who have already used their pension funds to purchase a lifetime annuity. Only annuities held in the 
name of the annuity holder and held outside an occupational pension scheme are within the scope of the proposals. 
Approximately 5 million annuitants are potentially affected.

When?
It is intended that this change will take effect from 6 April 2016. The government is opening a consultation into 
how the proposals can be made to work, eg what is necessary to establish a second‑hand annuity market and what 
consumer guidance is required. The consultation will run until 18 June 2015 and any changes would not take effect 
until the next parliament.

Our view
Although the proposal is posited as a means to allow annuitants to access flexible options that were not available to them when 
they accessed their pensions, it will not necessarily reverse the effects of their earlier decision.

A second‑hand annuity is only worth what a buyer is willing to pay for it. This will be influenced by the age and health of the 
annuitant, as well as the rate of the annuity, but investors may expect a discount. In addition to the risk that the buyer would be 
taking on, there would be administrative costs to cover. The second‑hand value could be significantly less than the net amount 
that the annuity has actually cost.

The benefit of a lump sum, net of marginal rate tax, will also need to be weighed up against the loss of a regular income stream. 
As a safeguard, we would expect that individuals with substantial annuities will be required to take regulated investment advice 
before being allowed to sell them.

Tax disclosure facilities changes

The measure
The government has reiterated its determination to tackle offshore tax evasion and so it will close a number of 
existing disclosure facilities early. These facilities are designed to encourage people to disclose previously undeclared 
income and gains. Instead, a new disclosure facility with less generous terms than the existing facilities will be 
opened as a temporary measure. This is designed to encourage payment of back‑taxes before the UK begins to 
automatically receive information concerning taxpayers’ overseas affairs in 2017, following the entering into force of 
numerous new Automatic Exchange of Information Agreements.

The schemes which will close early are:

• The Liechtenstein Disclosure Facility, which will close at the end of 2015 instead of April 2016.

• The Crown Dependencies Disclosure Facilities, which will close at the end of 2015 instead of in September 2016.

The new Common Reporting Standard disclosure facility will open in 2016 and run until mid‑2017. A 30% penalty 
will apply in excess of the tax liabilities disclosed and interest on underpaid tax payable under the facility, which is 
higher than the penalties which would have been payable under the schemes closing early. In addition, there will be 
no immunity for criminal prosecution for persons who make disclosures under the new facility.

Who will be affected?
Taxpayers with undeclared tax liabilities.

When?
Various existing disclosure facilities will close at the end of 2015 and a new disclosure facility will be available from 
2016 – mid 2017

Our view
These announcements support the government’s intention to tackle overseas tax evasion.
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Tax‑free annuities for dependants and other 
beneficiaries

The measure
In the Autumn Statement, the Chancellor announced that individuals who inherited joint life or guaranteed term 
annuities from a member who died before the age of 75 would no longer be subject to income tax on the payments. 
This would apply where the death occurred on or after 3 December 2014 and the annuity payments to the 
beneficiary commence on or after 6 April 2015. This followed previous announcements about tax‑free drawdown 
pensions arising in similar circumstances. The Chancellor has now confirmed that this treatment will be extended to 
annuities that are purchased by the beneficiary, using undrawn pension funds of the deceased member.

In addition to the change in income tax treatment, annuities from undrawn pension funds will no longer be restricted 
to dependants of the deceased (broadly spouse or children under 23). The member can nominate any beneficiary 
(eg older children). In the absence of a nomination by the member, the scheme administrator can choose a nominee. 
Similarly, an existing dependant or nominee holding undrawn pension funds can nominate a successor. This brings 
the treatment of post‑death annuity payments broadly in line with the drawdown regime.

Who will be affected?
Individuals who inherit pension funds from members aged under 75 who died on or after 3 December 2014.

When?
The income tax exemption takes effect from 6 April 2015 in respect of relevant annuity payments that commence on 
or after that date.

Our view
The widening of the income tax exemption is good news for individuals who inherit pension funds and would prefer an annuity to 
a lump sum or a drawdown pension. Based on the rules as they stood at the time of the Autumn Statement, beneficiaries would 
have faced a difficult choice between the security of an annuity, which would have been fully taxable, or an unsecured pension 
or lump sum that was tax‑free. The tax disincentive of taking the more secure option has therefore been removed for most 
beneficiaries. The distinction still remains for some, however. Where the member died before 3 December 2014 it is not possible 
to avail of the tax‑free annuities but it may be possible to take tax‑free drawdown pensions or lump sums from 6 April 2015.

The possibility of passing on a pension to any beneficiary, rather than only dependants, will also be welcome news. Under the 
rules in force up to 5 April 2015, members with no dependants could only pass on their undrawn pension funds by way of lump 
sums, which often attract 55% tax charges. The member will now have a great deal more discretion when planning succession.

Insurance companies may also benefit from this change, as the disincentive to the beneficiary for opting for an annuity has largely 
been removed.

Travel expenses – umbrella companies and 
intermediaries

The measure
The Chancellor announced in the Autumn Statement in 2014 that the government would review the use of 
‘overarching’ contracts of employment for temporary workers and a discussion document was published shortly 
afterwards. In general these workers do not work in the employer’s business but at a series of third party 
engagements. These ‘overarching’ contracts can allow some temporary workers to benefit from tax relief for the 
costs of travelling from home to these engagements. This relief is normally not available to employees who are 
directly employed by their employer.

Following on from the review, the government will change the rules to restrict relief for travel and subsistence 
expenses for home to work travel, where workers:

• are engaged through an intermediary, eg an umbrella company or a personal service company; and
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• are under the supervision, direction or control of the end user

Those responding to the government’s discussion document raised concerns that workers engaged under these 
contracts do not understand how the arrangements affect their take home pay. The Government also said that it 
wants employment intermediaries to provide greater transparency of their employment arrangements and how the 
workers are paid. The Department of Business Innovation of Skills will consult on proposals for transparency later in 
the year.

Who will be affected?
Employment Agencies who engage with umbrella companies or personal service companies to provide temporary 
workers to end clients will be affected where the arrangements take advantage of the relief available for travel and 
subsistence expenses. These contracts are also used in‑house in certain industries and functions and these businesses 
will also be affected.

Those workers who receive some benefit from this tax relief may see a reduction in their take home pay.

When?
This will take effect from April 2016, subject to consultation on the detail of the changes.

Our view
We understand that the growing use of overarching contracts and travel and subsistence arrangements by intermediaries has been 
a concern to the government, particularly in the light of the increasing cost of this relief.

It is likely that the loss of tax relief will ultimately result in an increase in the cost of the supply of temporary labour to the 
end client.

Venture capital schemes

The measure
The seed enterprise investment scheme (SEIS) offers tax reliefs to investors in return for investment in early stage 
start‑up businesses in the UK. Under current rules, 70% of SEIS money must be spent before enterprise investment 
scheme (EIS) or venture capital trust (VCT) funding can be raised. This restriction will be removed.

A number of other minor changes to the venture capital scheme rules have also been announced. These include 
capping the total investment a company may receive under EIS and VCT at £15m (or £20m for ‘knowledge intensive 
companies’), and increasing the employee limit for ‘knowledge intensive companies’ to 499 employees.

Who will be affected?
Individuals who invest in small companies and the companies they invest in.

When?
The removal of the requirement that SEIS money must be spent first will apply with effect from 6 April 2015. 
The other measures will apply subject to state aid clearance, and with effect from the date of state aid clearance.

Our view
The removal of the requirement that 70% of SEIS money must be spent before EIS or VCT funding can be raised will give start‑up 
businesses greater flexibility when raising early stage finance.
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Employers measures

Class 2 National Insurance contributions abolished

The measure
As part of the planned reforms to tax administration, the government will abolish Class 2 National Insurance 
contributions (NICs) in the next parliament and will reform Class 4 NICs to introduce a new contributory benefit test.

Who will be affected?
This measure will affect self‑employed individuals who currently pay both Class 2 and 4 NICs, and also individuals 
working abroad who currently pay Class 2 NICs as a voluntary contribution and employers who pay voluntary 
Class 2 NICs on their employees’ behalf.

When?
The government will consult on the detail and timing of these reforms later in 2015.

Our view
This measure should simplify the administrative arrangements for payment of NICs by self‑employed individuals.

However, we await with interest the consultation on the detail and timing of these reforms, especially the proposed reform of 
Class 4 NICs to introduce a new contributory benefit test.

Individuals working abroad who currently pay Class 2 NICs as a voluntary contribution will be interested to know the potential 
cost impact and potential impact on their social security benefits coverage, if they will only have the option to pay the 
Class 3 voluntary contributions going forward.

Class 2 NIC contributions are currently £2.75 per week, whereas Class 3 NIC contributions are currently £13.90 per week (2014/15 
rates). Class 3 NICs do not accrue entitlement to contribution‑based Employment and Support Allowance and Incapacity Benefit, 
whereas Class 2 NICs do accrue entitlement to these state benefits.

Company car tax

The measure
The percentage applied to the official list price of a company car and car fuel benefit, to calculate the benefit subject 
to tax, will increase by 3% for cars with CO2 emissions exceeding 75 g/km. The maximum percentage will be capped 
at 37%.

Who will be affected?
Employers’ National Insurance bill and company car drivers’ tax will increase in line with the increase on the company 
car benefit. The government anticipates it will raise an extra £340m in revenue in 2019/20.

When?
From the tax year commencing 6 April 2019.
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Our view
This continues the trend for the government to encourage employers and employees to choose ‘greener’ company cars.

Employer Class 1 National Insurance contributions 
abolished for under 21 year olds

The measure
As part of the government’s growth commitments, the government will abolish employer Class 1 National Insurance 
contributions (NICs) for employees who are under 21 years old.

The government has announced that it will go further and abolish employer Class 1 NICs for young apprentices 
under the age of 25 years old from the 2016/17 tax year.

Who will be affected?
This measure will affect employers of individuals who are under 21 years old.

It will benefit employers of almost 1.5 million young people, by £332 per employee on average.

When?
This measure will be implemented from April 2015.

Our view
This measure supports an agenda for growth and will encourage employers to employ more apprentices and young people. 
It builds on the £2,000 NICs employment allowance that was introduced in 2014/15.

Marketed tax avoidance

The measure
Two measures have been announced concerning marketed tax avoidance. Both follow from a consultation document 
‘Strengthening sanctions for tax avoidance’ issued in January 2015.

Firstly, legislation will be introduced in a future Finance Bill to introduce tougher measures for ‘serial avoiders’, 
ie those who persistently enter into tax avoidance schemes which fail. These will include a special reporting 
requirement and a surcharge on serial avoiders whose latest tax return is inaccurate as a result of a further failed 
avoidance scheme.

The government will also look to restrict access to reliefs for the few people who persistently try to abuse them 
through avoidance schemes that fail. The government also intends to develop further measures so that those who 
continue to use schemes that fail will be named.

The second measure concerns General Anti‑Abuse Rule (GAAR) penalties. Legislation will be introduced in a future 
Finance Bill increasing the deterrent effect of the GAAR, by introducing a specific, tax‑geared penalty to cases where 
the GAAR applies.

Who will be affected?
Those who engage in more than one tax avoidance scheme, and those who enter into avoidance schemes countered 
by the GAAR.

When?
No date has yet been specified, though, as noted above, both measures are to be enacted in a future Finance Bill 
(ie not the one to be enacted in late March 2015).
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Our view
While the government’s aim at getting tough on tax avoiders is well understood and supported, there will be some difficult 
areas in the ‘serial avoiders’ legislation. Defining what constitutes a ‘tax avoidance scheme’ for these purposes will be critical. 
Also HMRC already has powers to penalise tax avoidance (including the Accelerated Payments Notices introduced in 2014).

No case concerned with the application of the GAAR has yet come before the tribunals/courts and so while detailed guidance on 
the application of the GAAR is available, it remains untested and therefore it may be too early for a GAAR‑specific penalty regime.

Office of Tax Simplification report on employment 
status

The measure
The government has welcomed the publication of the Office of Tax Simplification’s (OTS) report on employment 
status which was published on 3 March.

The report’s recommendations include a cross‑departmental review to look at the possibility of developing an agreed 
code of principles on employment status and a study into the alignment of tax and National Insurance Contributions 
for the employed and self‑employed. It also considers the option of a withholding tax for the ‘non‑employed’. 
In terms of HMRC administration the OTS recommended ways to improve the Employment Status Indicator tool and 
a route for engagers to seek status rulings on a ‘safe harbour’ basis.

Who will be affected?
The recommendations are mainly long term with no immediate impact. They will be of interest to the self‑employed, 
including members of partnerships, and the engagers of self‑employed contractors.

When?
The government will respond to the recommendations in the next parliament.

Our view
As evidenced by the 182 page report, this is a big issue, with no immediate solutions. Greater consistency between tax and 
employment law could make matters simpler for organisations engaging self‑employed individuals and for the individuals 
themselves. Reducing the differential in National Insurance contributions rates between the employed and self‑employed would 
make the issue more manageable.

Pay now – accelerated payment notices

The measure
The accelerated payments notices legislation was enacted in 2014. Budget 2015 included a statement that HMRC 
has continued to review cases after the accelerated payments legislation took effect and that HMRC will be issuing an 
additional 21,000 accelerated payment notices over and above the original estimated number.

Who will be affected?
Those who have entered into certain tax arrangements to which the accelerated payment notice legislation applies.

When?
The timing of issue of the additional notices is uncertain, but the government forecasts indicate most of the tax 
revenue is expected to be paid in 2016/17 and 2017/18.
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Our view
The projected yield of £455 million over the period 2016/17 to 2019/20 is a very significant amount of money.

Pensions lifetime allowance to be reduced

The measure
The Chancellor announced that the standard pensions lifetime allowance (LTA), which is the total value of pension 
savings that can be accumulated without a tax charge, will be reduced from £1.25 million to £1 million from 
6 April 2016. This follows a reduction from £1.8 million to £1.5 million on 6 April 2012 and a further reduction 
to £1.25 million from 6 April 2014. Any excess over that limit will be taxed at 25% (if used to increase pension) or 
55% (if taken as a lump sum) when the member starts to take their pension or benefits. It is expected that this will 
generate tax of approximately £1.92 billion by 2019/20.

A new form of transitional protection will be introduced for those who have been saving with the current threshold 
in mind. We expect previous forms of transitional protection (primary protection, enhanced protection, fixed 
protection 2012, fixed protection 2014 and individual protection) to remain effective.

Who will be affected?
Individuals who have undrawn pension funds in UK registered pension schemes and certain overseas schemes, where 
the aggregate lifetime savings exceed £1 million in value as at 6 April 2016. It will also affect some individuals who 
are already drawing pension benefits but who may have future benefits that need to be tested against the lifetime 
allowance (eg individuals under age 75 who are in drawdown).

For an individual with a defined benefit (eg final salary) scheme, the reduction will take effect where the prospective 
pension entitlement is more than £50,000 per annum (assuming no lump sum or other pension benefits are taken).

When?
The reduction is intended to take effect for pension benefits that are taken from 6 April 2016. It is due to be indexed 
in line with the Consumer Price Index from April 2018.

Our view
The additional erosion of the lifetime allowance will be unwelcome news for taxpayers who have built up pension savings with 
the earlier limits in mind. The total cuts over a four year period amount to over 44%, so taxpayers of relatively modest wealth 
will be drawn into the lifetime allowance charging regime. The new transitional protections should help to limit the impact of the 
allowance reduction, but individuals will need to check whether they should cease saving in pensions from 6 April 2016 if lifetime 
allowance charges are to be avoided.

Individuals who had pension savings valued at more than £1.25 million as at 5 April 2014, but do not hold primary protection, 
may still have the opportunity to apply for individual protection, whereby a personal lifetime allowance of between £1.25 million 
and £1.5 million can be secured. The deadline for claiming individual protection is 5 April 2017.

Personal allowance and tax rates

The measure
The personal allowance is set to further increase over the next parliament to £10,800 with effect from 6 April 2016 
and then £11,000 from 6 April 2017.

These increases go beyond the tax‑free allowance for 2015‑16 which will be £10,600, as announced at the 2014 
Autumn Statement.
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The basic, higher and additional rates of income tax for 2015‑16 will remain at their 2014‑15 levels. The basic 
rate limit will be £31,785 which is a slight reduction to the 2014‑15 limit of £31,865. The higher rate threshold 
above which individuals pay income tax at 40% will be increased to £42,385 reflecting the increase in the personal 
allowance.

The basic rate limit for 2016‑17 will be increased to £31,900 and to £32,300 for 2017‑18. These increases will ensure 
that most higher rate taxpayers will get the full benefit of the increases and the benefits are not eroded by inflation. 
Collectively these changes will increase the higher rate threshold above which individuals pay income tax at 40% to 
£42,700 for 2016‑17 and £43,300 for 2017‑18.

The new transferrable married couple’s allowance for basic rate taxpaying couples will also increase in line with the 
personal allowance.

From 2016‑17, there will be one income tax personal allowance regardless of an individual’s date of birth.

Savings income
The Chancellor has announced the creation of a new personal savings allowance which will apply to bank and 
building society interest. The personal savings allowance will apply to up to £1,000 of a basic rate taxpayer’s savings 
income and up to £500 of a higher rate taxpayer’s savings income each year. The personal savings allowance will not 
be available to additional rate taxpayers. It remains to be seen whether it will apply to foreign interest.

As part of these reforms, HMRC will introduce automated coding out of savings income that remains taxable through 
the PAYE system. This will mean tax would no longer be deducted at source.

The personal savings allowance will be in addition to the tax advantages currently available to savers from Individual 
Savings Accounts.

National insurance
In the three forthcoming tax years, the National Insurance upper earnings and upper profits limits will increase to stay 
in line with the higher rate threshold.

This means for 2015‑16, the upper earnings limit for National Insurance will increase to £42,385. 
In 2016‑17, the upper earnings limit will increase to £42,700 and in 2017‑18, the upper earnings limit will increase to 
£43,300.

Who will be affected?
In 2015‑16, the increase in the personal allowance will be beneficial to taxpayers with taxable income of less than 
£121,200.

In 2016‑17, the increase will benefit taxpayers with taxable income of less than £121,600. The government estimate 
a typical basic rate taxpayer will have a real terms gain of £34. A typical higher rate taxpayer will have a real terms 
gain of £51.

In 2017‑18, the increase will benefit taxpayers with taxable income of less than £122,000. The government estimate 
a typical basic rate taxpayer will have a real terms gain of £12. A typical higher rate taxpayer will have a real terms 
gain of £18.

The new personal savings allowance will benefit basic rate and higher rate taxpayers.

When?
The personal allowance increases will be effective over each of the next three tax years.

The new Personal Savings Allowance will be introduced with effect from 6 April 2016. Automated coding out of 
savings income taxable through the PAYE system will take effect from 2017‑18, with pilots starting in autumn 2015.
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Our view
The increases to the personal allowance and the introduction of the new Personal Savings Allowance for savers will benefit and be 
welcomed by many taxpayers.

The government will discuss implementation issues relating to the new Personal Savings Allowance with the savings and 
investment industry. We welcome the government’s commitment to discuss these issues with stakeholders. It will be interesting to 
see what impact the new savings allowance will have on investment in cash ISAs, as savers may be able to access tax free interest 
without paying any operational charges associated with cash ISAs.

Simplification of employee benefits and expenses

The measure
The government has confirmed that the suite of measures announced in the Autumn Statement to simplify the 
administration of employee benefits and expenses will go ahead. These include providing a statutory exemption for 
trivial benefits costing less than £50 and not given in reward of services, removing the £8,500 threshold below which 
employers do not pay tax on certain benefits in kind, an exemption for certain reimbursed business expenses and 
a statutory framework for the voluntary payrolling of benefits.

A new development is the capping of the trivial benefit exemption to £300 per annum for office holders of close 
companies and employees who are family members of those office holders.

Who will be affected?
These measures will affect all employers, but the degree of change will depend on whether they have lower‑paid 
employees, the expenses and benefits they provide and whether they have previously held a P11D dispensation.

When?
The trivial benefit exemption will be introduced from April 2015. The remaining measures take effect from 
April 2016.

Our view
The trivial benefit exemption will save employers the effort of obtaining agreement from HMRC that a benefit can be provided 
free of tax and NIC. HMRC will need to give clear and comprehensive guidance to help employers correctly apply the new 
principles‑based exemption.

Employers have the forthcoming year to make sure they are ready for the changes being introduced in April 2016. P11D 
dispensations will be revoked, so they should check that their dispensations do not cover any items that are not covered by the 
new exemption for business expenses. The new exemption for reimbursed expenses will not be available if used in conjunction 
with salary sacrifice. Employers currently reimbursing expenses as part of salary sacrifice arrangements will need to review their 
positions.
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