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Spring Statement Tax Bulletin 
Corporate tax and the digital economy: updated position paper  

HM Treasury has updated its position paper on taxation of the digital economy. The government favours 

a new allocation of profit model, where part of a group’s profit is allocated to countries where users are 

based. This is not simply based on raw data but is intended to reflect the depth of user contribution to the 

profit model of the group. The United States Treasury indicated last month that it would be prepared to 

discuss this issue, but only as part of a wider review of taxable presence rules. Global agreement would 

be needed, since the law defining taxable presence is set out in the world’s double tax treaties. 

The UK continues to support the EU’s position that a tax on sales is needed in the interim, pending 

broader change.  This remains challenging, since business profitability varies wildly, and a new tax could 

apply to large loss-making businesses. There are examples of some businesses that have been forced to 

withdraw from markets due to high taxes on sales. The paper discusses steps that could be taken to 

ensure that any revenue-based tax is well-targeted and protects start-ups and growth companies. See 

http://deloi.tt/2FGHINN  

The next step in this area will be a proposed Directive from the European Commission at the end of 

March, followed by the OECD paper for the G20 meeting in April.  

VAT registration threshold  

Following the release of the Office of Tax Simplification report on VAT and the comments in Autumn Budget 

2017, and proposals by the EU Commission to reduce VAT compliance costs for SMEs, the government 

has issued a call for evidence on the VAT registration threshold. It looks at how the current threshold of 

£85,000, which has been frozen until 31 March 2020, may impact business growth, the burdens created by 

the comparatively high registration threshold, why businesses manage their turnover so they do not need to 

register, and potential policy solutions. The deadline for responses is 5 June 2018. http://deloi.tt/2Gntjar 

 

Entrepreneurs’ Relief: Consultation 

Entrepreneurs’ Relief can give individuals a 10% tax rate on certain gains (up to a £10m lifetime limit) on 

disposals of shares and securities in trading companies. Amongst other conditions, individuals are 

required in the 12 months preceding a disposal to have held 5% of the ordinary share capital of the 

company, and exercise 5% of the voting rights. 

Where companies raise funding through a new share issue, individual shareholdings can be diluted 

below the relevant 5% thresholds, losing the ability to claim Entrepreneurs’ Relief on a later disposal. In 

order that this should not act as a disincentive to growth, the government has proposed that individuals 

will be able to elect to crystallise a gain at the time of a share issue in which they are diluted below 5% 

and still qualify for Entrepreneurs’ Relief. Taxpayers will also be able to elect to defer the gain until the 

shares are actually sold. A consultation has been released on modifying the Entrepreneurs’ Relief rules 

in line with these proposals, as announced at Autumn Budget 2017. The new rules will apply to latent 

gains in shares or securities held at the time of fundraising events which take place on or after 6 April 

2019.  

The consultation runs until 15 May 2018 and legislation is expected in Finance Bill 2018-19. See 

http://deloi.tt/2HxnhDt   

 

Call for evidence: The role of online platforms in ensuring tax compliance by their users 

The government has called for evidence to help it consider how online platforms can help users meet any 

tax obligations. The government intends to focus on direct taxes in the first instance and is principally 

interested in platforms: 

 

 That facilitate the sharing economy, for example, earning money from cars or spare rooms that are 

not constantly in use; 
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 That facilitate the so-called gig economy, for example, people using their time and resources to 

generate income; or 

 That connect buyers with individuals or businesses offering services or goods for sale.  

 

Some countries, including France, Estonia and Belgium, have already taken steps to make it easier for 

people trading or working through platforms to comply with their tax obligations. The closing date for 

comments is 8 June 2018. See:  http://deloi.tt/2Gp8Thp 

 

Extension of security deposit powers 

The government intends to extend the scope of the security deposit powers to both corporation tax and to 

certain businesses operating in the Construction Industry Scheme.  The targets are non-compliant and 

phoenix businesses (i.e. new businesses formed from a previous unsuccessful business with outstanding 

tax debts). The proposed change is intended to address gaps in the current system and strengthen 

HMRC’s ability to deal effectively with defaulters and tax evaders. HMRC have stated that they will only use 

the security deposit powers where there is a serious risk to revenue. Legislation is expected in Finance Bill 

2018-19, to take effect from April 2019. See http://deloi.tt/2FQx62n  

 

Self-funded work-related training: Consultation 

The Chancellor announced a consultation on the taxation of self-funded work-related training. The purpose 

of the consultation is to explore options for supporting workers who need or want to upskill or retrain for 

existing or future roles.  Any changes to the system of tax relief for employers providing training are 

specifically outside the scope of the consultation. See http://deloi.tt/2Doq9QE  

 

Call for evidence: Cash and digital payments 

HM Treasury have published a call for evidence on the future role of cash and digital payments. The 

government wants to make sure that the economy keeps pace with changes in the way people manage 

their finances, and how the transition from cash to digital affects different sectors, regions and 

demographics. Evidence gathered will be used to inform this debate and help the government explore ways 

to support the use of digital payments whilst maintaining the use of cash for those who need it, but 

countering the use of cash to evade tax and launder money. Comments are invited by 5 June 2018. See: 

http://deloi.tt/2Hwexhh 

 

Alternative method of VAT collection: Split payment  

Following the previous call for evidence, the government has published a consultation on the viability of 

adopting a technology-based split-payment mechanism which extracts VAT in real time and deposits it with 

HMRC.  This, in conjunction with the previously announced measures in respect of online sales, is aimed at 

reducing the non-compliance associated with certain businesses not paying the correct amount of UK VAT 

on sales to UK consumers.  This consultation considers the options available, as well as issues such as 

which party is best placed to effect the split, what level of information is known by each party in the 

transaction chain, how much VAT should be split-out at source, and how such a mechanism could be 

developed and implemented.  The closing date for comments is 29 June 2018. See http://deloi.tt/2Hv9VrA 

 

Tackling the plastic problem  

A call for evidence explores how changes to the tax system or charging could be used to reduce the 

amount of single-use plastic waste. The government is looking to understand the effectiveness of economic 

incentives to reduce such waste and encourage innovation, which will inform the policy process. The 

deadline for responses is 18 May 2018. See http://deloi.tt/2IpPgXa 

 

VAT, Air Passenger Duty and tourism in Northern Ireland  

A call for evidence considers how VAT and Air Passenger Duty (APD) impact the tourism industry in 

Northern Ireland. The government is looking to understand how changes to VAT and APD could affect the 

cost of a holiday in Northern Ireland and the difference this could make to the tourism industry. The 

deadline for responses is 5 June 2018. See http://deloi.tt/2DpJSiR 
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Encouraging investment in innovation: Consultation 

The government is continuing the Patient Capital Review, which is intended to encourage long-term 

investment in innovative firms. Extending the existing venture capital schemes is being considered as part 

of this, though the rate of income tax relief available on eligible venture capital investments will not be 

increased. The venture capital schemes notably include the Enterprise Investment Scheme (EIS), Seed EIS 

and Venture Capital Trusts. A specific idea under consideration is creating a new approved EIS fund 

structure, potentially with additional incentives to attract investment, such as a dividend exemption, and the 

ability to exempt (rather than defer) gains on other assets when investments are made into an EIS fund. If 

introduced, the fund will mainly focus on supporting ‘knowledge-intensive’ companies. Comments are 

invited by 11 May 2018. See http://deloi.tt/2p9nwgE 

 

Further announcements 

Other calls for evidence and consultations have been mentioned and are expected over the coming days 

and months. These include a response to HMRC’s business risk review consultation; draft legislation for 

tackling construction sector supply chain fraud by implementing a VAT domestic reverse charge, a 

consultation on reforming Vehicle Excise Duty rates for vans with the cleanest engines; and a consultation 

on petroleum revenue tax deductions for decommissioning costs. See http://deloi.tt/2FHUoUA 
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