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Budget Day 2016 was Wednesday 16 March 2016. These notes have been prepared from the 

legislation, press releases and commentary published by HMRC and HM Treasury in December 

2015 and on 16 March 2016. Only major changes are considered: the less relevant or more 

esoteric measures may need to be reflected upon separately. 

Tax law is always open to interpretation and delegates are advised to seek corroboration before 

acting or refraining from acting after reading the contents. 
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1. Business and corporation tax 

CORPORATION TAX 

Corporation tax rate 

1.1. Legislation is already in place setting the rate of corporation tax at 20% for the financial 

year beginning on 1 April 2016. 

1.2. The Budget announced a reduction in the CT main rate to 17% for the Financial Year 

beginning 1 April 2020. 

1.3. This is an additional 1% cut on top of the previously announced CT main rate cuts which 

reduced the CT main rate to 18% from 1 April 2020. 

Financial year  CT rate 

2016 20% 

2017 19% 

2018  19% 

2019  19% 

2020 17% 

Loans to participators charge 

Rate of tax 

1.4. The measure will ensure that the rate of tax chargeable under the loans to participator 

rules continues to mirror the dividend upper rate, following the changes to dividend 

taxation from April 2016, and will mean an increase in the rate from 25% to 32.5%. This 

will ensure that the rules continue to prevent individuals gaining an unfair tax advantage 

by taking loans (or making other arrangements to extract value) from their companies 

rather than remuneration or dividends. 

1.5. The new rates will apply to loans made and benefits conferred by close companies on or 

after 6 April 2016. For accounting periods which straddle 6 April 2016 different rates will 

be applied to separate loans made or benefits conferred before, and on or after, 6 April 

2016. 

Exempt loans 

1.6. As announced at Autumn Statement, legislation will be introduced to exempt loans or 

advances made by close companies to trustees of charitable trusts, which are applied for 

charitable purposes, from the loans to participators tax charge. The exemption will apply 

to loans or advances made on or after 25 November 2015. 
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Update to the SME R&D relief: state aid cap calculation 

1.7. The SME R&D scheme is a notified state aid and no one company can receive aid in 

excess of €7.5million for any one project. When calculating whether they have exceeded 

this €7.5million cap companies can ignore any aid which represents a notional amount 

which could be claimed under the Large Company Relief (that scheme is not a State aid). 

This calculation is to the SME’s advantage as it reduces the amount of aid which counts 

towards that €7.5million cap. 

1.8. The way in which companies obtain benefits within the Large Company relief has changed. 

This measure ensures that, despite the fact that the Large Company relief has changed, 

SMEs continue to get the same benefit from the calculation which is required by statute. 

Without these changes that benefit would not apply for SME claims covering the period 

after 1 April 2016. 

Loan relationships: non-market loans 

1.9. As a result of recent changes to UK accounting standards, companies can now be required 

to recognise interest‐free loans and other non‐market loans in their accounts at a value 

lower than the actual amount of the loan. This discount unwinds progressively in later 

periodsʹ accounts. This can create a notional interest cost in the accounts of the borrower 

which does not reflect any real interest paid. Normally there would also be an accounting 

credit entry arising for the borrower on inception of the loan. Following the wider changes 

made in Finance (No.2) Act 2015, these accounting credit entries may not be taxable. 

1.10. In some cases this could result in a tax deduction in the borrower, but no matching UK tax 

liability for the lender. In particular, the accounting treatment can create an asymmetry 

where the lender is an individual or where interest is paid cross‐border. 

1.11. This measure therefore restores the borrower, in appropriate cases, to the position that 

would have arisen before the accounting changes. In particular, it restricts tax relief for the 

borrower’s notional interest expense where the borrower’s corresponding accounting 

credit entry on inception of the loan is not taxed. 

Reform of loss relief 

1.12. As announced at Budget 2016, the government will reform the rules governing certain 

corporate losses carried forward from earlier periods. Firstly, the reform will give all 

companies more flexibility by relaxing the way in which they can use losses arising on or 

after 1 April 2017 when they are carried forward. These losses will be useable against 

profits from different types of income and other group companies. Secondly, companies 

will have their use of carried forward losses restricted so that they cannot reduce their 

profits arising on or after 1 April 2017 by more than 50%. 
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1.13. This restriction will apply to a company or group's profits above £5m. Carried forward 

losses arising at any time will be subject to the restriction. For banking companies, losses 

that are within the separate bank loss restriction will continue to be subject to those rules 

(see 'Bank loss relief restriction: amendment to restriction'). Profits and losses subject to 

the oil and gas ring-fence regime will be excluded from the loss reform. Following a 

consultation later in 2016 on the detailed design and implementation of the reform, 

legislation will be introduced in Finance Bill 2017. 

CAPITAL ALLOWANCES 

Extension of enhanced capital allowances for Enterprise Zones 

1.14. This measure extends the period in which businesses investing in new plant and 

machinery in ECA sites in Enterprise Zones can qualify for 100% capital allowances to 

eight years from the date of their announcement. 

Business cars first-year allowance (FYA) 

1.15. The government will extend the 100% FYA for businesses purchasing low emission cars 

for a further three years to April 2021. From April 2018 the carbon dioxide emission 

threshold below which cars are eligible for the FYA will also be reduced from 75 

grams/kilometre to 50 grams/kilometre. 

1.16. From April 2018, the government will reduce the carbon dioxide emission threshold for the 

main rate of capital allowances for business cars from 130 grams/kilometre to 110 

grams/kilometre. 

1.17. The government will review the case for the FYA and the appropriate emission thresholds 

from 2021 at Budget 2019. 

OTHER MEASURES 

Reform of wear and tear allowance 

1.18. As announced at Summer Budget 2015, legislation will be introduced in Finance Bill 2016 

to repeal the wear and tear allowance and make new provision for a deduction for 

expenditure on the replacement of domestic items such as furniture, furnishings, 

appliances (including white goods) and kitchenware in a let dwelling-house. The deduction 

will be for expenditure incurred on or after 1 April 2016 for corporation tax payers and 6 

April 2016 for income tax payers on an item that is substantially the same as the item being 

replaced, plus any costs incurred in disposing of, or less any proceeds received for, the 

item being replaced. 
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1.19. Following technical consultation on the draft clauses, the legislation now accommodates 

part-exchanges and letting arrangements without a formal lease and clarifies that the item 

being replaced should no longer be available for use in the dwelling-house. 

Repeal of the renewals allowance 

1.20. The measure will repeal the renewals allowance with effect for expenditure incurred on or 

after 6 April 2016 for income tax purposes and from 1 April 2016 for corporation tax 

purposes.  

1.21. These dates align with the introduction of a new relief for domestic items for residential 

landlords, ensuring alternative relief for this type of expenditure is available. 

1.22. The measure will ensure that tax relief for expenditure incurred by a business on 

replacement and alteration of tools is obtained under the same rules as apply to other 

equipment. 

Trading income received in non-monetary form 

1.23. HMRC considers that existing law already requires that trading and property income 

received in non-monetary form is brought into account fully in calculating taxable profits. 

1.24. However, this has been challenged in some instances and the legislation is intended to 

confirm that such income is taxable in full. 

1.25. Legislation will be introduced in Finance Bill 2016 to confirm that trading income received 

in non-monetary form is fully brought into account in calculating taxable profits for income 

tax and CT purposes. This will also apply to the calculation of taxable property income. 

Averaging profits of farmers etc 

1.26. The Finance Bill will provide for an extension to the period over which an individual carrying 

on a qualifying trade of farming, market gardening, or intensive rearing of livestock or fish, 

can average fluctuating trading profits.  

1.27. Following consultation, the government decided to retain the existing framework providing 

for averaging of fluctuating profits over two years and to provide an additional option of 

averaging trading profits for income tax purposes over five years, for an individual carrying 

on a qualifying trade of farming. 

1.28. The Bill will also remove marginal relief from the two‐year averaging rules for farmers and 

creative artists, so that from 2016-2017 full two‐year averaging relief will be available 

where the profits of one year are 75% or less of the profits of the other year. 

1.29. The changes take effect for the tax year 2016-17 and subsequent years. 
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2. Employment tax and national insurance contributions 

Company car tax rate 

2016-17 

2.1. No amendments were made to percentages legislated previously. 

2017-18 & 2018-19 

2.2. The value of the benefits increases by 1% over all thresholds in 2017-18, and then by 

variable amounts in 2018-19, according to emissions levels. 

2019-20 

2.3. The appropriate percentage which is applied to the list price of company cars subject to 

tax will increase by 3 percentage points to a maximum of 37% in 2019-20.  

2.4. There will be a 3 percentage point differential between the 0-50 and 51-75g CO2/km bands 

and between the 51-75 and 76-94g CO2/km bands 

2.5. The following table will hopefully act as an aide memoire. 

Emissions 

of CO2 

Multiple applied to list price 

 2016-17 2017-18 2018-19 2019-20 

0g/km/0-

50g/km 

7% 9% 13% 16% 

Up to 75g/km 11% 13% 16% 19% 

Up to 94g/km 15% + 1% for 

every 5g/km 

(max 37%) 

17% + 1% for 

every 5g/km 

(max 37%) 

19% + 1% for 

every 5g/km 

(max 37%) 

22% + 3% for 

every 5g/km 

(max 37%) 

2.6. From 6 April 2015, the maximum percentage for diesel cars was set at 37%.  

2.7. The 3 percentage point diesel supplement will not now be removed under legislation 

introduced in Finance Act 2014, but will continue until 5 April 2021.  
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Van benefit charge 

Zero-emission vans 

2.8. The measure amends existing legislation to apply the level of the van benefit charge for 

zero-emissions vans at 20% of the charge for conventionally fuelled vans for the tax years 

2016-17 and 2017-18.  

2.9. This defers the planned increase to 40% of the van benefit charge for conventionally-

fuelled vans to 2018-19.  

2.10. The van benefit charge for zero emission vans will be 60% of the van benefit charge for 

conventionally fuelled vans in 2019-20, 80% in 2020-21 and 90% in 2021-22. From 2022-

23, the van benefit charge for zero emission vans is 100% of the van benefit charge for 

conventionally-fuelled vans. 

Other vans 

2.11. The value of the benefit in kind for non-incidental private use of a van will increase from 

£3,150 to £3,170 with effect from 6.4.17. 

2.12. The cash equivalent of the van benefit charge remains £nil where the restricted private 

use condition is met. 

Car and van fuel benefit charge: 2016-17 

2.13. The car fuel benefit charge multiplier will increase from £22,100 to £22,200 for cars; and 

the value of benefit for fuel in vans from £594 to £598 with effect from 6.4.16.  

2.14. From 6 April 2016 the fuel benefit charge multiplier for both cars and vans increases by 

RPI. 

Taxation of income from sporting testimonials and benefit matches 

2.15. As announced at Autumn Statement, legislation will be introduced in Finance Bill 2016 to 

confirm that all income from sporting testimonials and benefit matches for an employed 

sportsperson will be chargeable to tax, and NICs.  

2.16. This treatment will be subject to a ‘one-off’ exemption of £100,000 of the income received 

from events held during a single testimonial or testimonial year. Where there is a 

contractual entitlement or customary right to the sporting testimonial or benefit match then 

this exemption will not apply. 

2.17. Independent testimonial committees will now need to operate PAYE where the total 

proceeds from a non-contractual sporting testimonial or benefit match (or a number of 

events comprising a testimonial year) for an employed sportsperson exceed £100,000. 
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2.18. Following consultation on the draft legislation, the exemption previously announced of 

£50,000 has been increased to £100,000. This applies from 6 April 2017 to an employed 

sportsperson against income from sporting testimonials which are non- contractual or non-

customary. This will apply only to a single testimonial (which may consist of one or more 

events in a testimonial year). Separate corporation tax provisions to take such testimonial 

income out of charge if appropriate will also be introduced in Finance Bill 2016. 

2.19. Separate legislation will also be introduced before 6 April 2017 for the national insurance 

treatment of testimonial income for employed sportspersons which will follow the income 

tax treatment. 

Statutory tax exemption for trivial benefits in kind 

2.20. Legislation will be introduced in Finance Bill 2016 to provide a statutory exemption from 

tax for qualifying trivial benefits in kind costing £50 or less. Employers will no longer be 

required to report such benefits on either form P11D or via PAYE Settlement Agreements 

(PSAs) at the year end.  

2.21. An annual cap of £300 will be introduced for directors and other office holders of close 

companies and members of their families and households who are also employees of the 

company.   

2.22. There will be a corresponding disregard for those trivial benefits in kind that attract Class 

1 National Insurance contributions.  

2.23. Changes will be made to the 2007 Employer-Financed Retirement Benefits (Excluded 

Benefits for Tax Purposes) Regulations to apply the exemption to former employees and 

the annual cap to trivial benefits in kind provided to former directors and office holders and 

members of their families and households. 

Preventing liability to charge being removed from certain taxable benefits in kind 

2.24. The measure seeks to clarify in law that the concept of “fair bargain” applies only to general 

taxable benefits where the taxable amount is based on the cost to the employer of 

providing the benefit. It does not apply to the taxation of certain benefits in kind which have 

specific charging rules. 

2.25. The changes will apply to: 

 living accommodation; 

 cars, vans and related benefits; and  

 loans. 
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2.26. The legislation will specifically exclude employees who work for an employer where the 

employer trades in the provision of hire cars to the public. In the circumstances where the 

employee hires a car from the employer at the same cost and under the same terms and 

conditions as any member of the public, there will not be a benefit in kind charge. 

Employment intermediaries and tax relief for travel and subsistence 

2.27. As announced at Autumn Statement, legislation will be introduced in Finance Bill 2016 to 

restrict tax relief for travel and subsistence expenses for workers engaged through an 

employment intermediary, such as an umbrella company or a personal service company.  

2.28. Relief will be restricted for individuals working through personal service companies where 

the intermediaries’ legislation (IR35) applies, and for individuals working through other 

employment intermediaries, where the worker is under supervision, direction or control in 

the manner they carry out the work.  

2.29. The legislation will include provisions for transfer of debt in appropriate circumstances to 

help ensure compliance. 

Employee share schemes: simplification of the rules 

2.30. As announced at Autumn Statement, legislation will be introduced in Finance Bill 2016 to 

simplify tax advantaged and non-tax-advantaged employee share scheme rules. The 

changes will:   

 for non-tax-advantaged schemes, clarify the tax treatment for internationally 

mobile employees of certain employment-related securities (ERS) and ERS 

options; this will come into force on 6 April 2016. Any charge to tax will arise under 

the rules that deal with ERS options, rather than earnings; 

 reinstate rules for share incentive plans (SIPs) previously repealed, to enforce the 

principle that shares with preferential rights cannot be issued to selected 

employees only. This will have effect from the date that the Finance Bill 2016 

receives Royal Assent, 

 permit late notification of tax-advantaged share schemes where the taxpayer had 

a reasonable excuse.  

2.31. This will have effect in relation to notifications made on or after 6 April 2016. 

2.32. The Budget subsequently announced a measure which simplifies the law so that a rights 

issue which takes place on or after 6 April 2016 in respect of shares received on exercise 
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of an EMI option will be treated in the same way for share identification purposes as other 

rights issues. 

Extending the real time collection of tax on benefits in kind: voluntary payrolling 

2.33. The payrolling of non-cash vouchers and credit tokens provides an opportunity to reduce 

employers’ reporting obligations to HMRC. The collection of tax in real time will create 

efficiencies for employers and a simplified system should prove easier for employees to 

understand. Payrolling will reduce the likelihood of an over or underpayment of tax. 

2.34. The Office of Tax Simplification (OTS) recommended the introduction of a legislative 

framework to allow employers to payroll some, or all, of the benefits they provide to their 

employees on a voluntary basis. 

2.35. Budget 2014 announced a number of measures aimed at simplifying the administration of 

benefits in kind and expenses, including voluntary payrolling. 

2.36. Finance Act 2015 introduced legislation giving HMRC new powers to make regulations 

allowing employers to voluntarily payroll some benefits in kind (BiKs) for tax from the 6 

April 2016. Non-cash vouchers and credit tokens were excluded from the payrolling of 

benefits in kind legislation in Finance Act 2015 as HMRC concentrated on developing the 

framework for voluntarily payrolling the BiKs that are most commonly provided by 

employers and so are the largest by volume and value. 

2.37. This measure will extend the scope of HMRC’s powers, enabling the Regulations to be 

amended so that employers can choose to payroll non-cash vouchers and credit tokens 

from 6 April 2017. 

NATIONAL INSURANCE CONTRIBUTIONS 

2.38. The national insurance upper earnings and upper profits limits will increase to stay in line 

with the higher rate threshold.  

Class 2 national insurance contributions (NICs) 

2.39. Consultation has taken place on the proposed abolition of Class 2 NICs and the 

consequent reform of Class 4 to introduce a new contributory benefit test. 

2.40. As announced at Budget 2016, the government will abolish Class 2 NICs from April 2018. 

The government will publish its response to the recent consultation on benefit entitlement 

for the self-employed in due course. This will set out details of how the self-employed will 

access contributory benefits after Class 2 is abolished. The government will legislate for 

these changes in a forthcoming NICs Bill. 
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NIC rates 

Secondary contributions for apprentices under 25 years of age 

2.41. From April 2016 employers of apprentices under the age of 25 will no longer be required 

to pay secondary Class 1 (employer) National Insurance contributions (NICs) on earnings 

up to the Upper Earnings Limit (UEL), for those employees. 

2.42. The legislation will provide a power to alter the age at which the zero rate of secondary 

Class 1 NICs applies for employed earners engaged in apprenticeships, by reference to 

that earner’s age, and a power to define “apprentice” for the purpose of applying the zero 

rate. HM Treasury and HMRC have been discussing the definition of apprenticeships with 

external stakeholders to understand how best to deliver this measure. 

Secondary contributions for apprentices and those under 21 years of age 

2.43. From 6 April 2015 employers with employees under 21 years old no longer have to pay 

Class 1 secondary National Insurance contributions on earnings up to the Upper 

Secondary Threshold (UST) for those employees. 

2.44. The value of the UST for the tax year 2016-2017 will again be the same as the Upper 

Earnings Limit (UEL). 

2.45. The zero rate does not apply to Class 1A or Class 1B National Insurance contributions. 

Class 1 secondary National Insurance contributions will apply if the employee is earning 

above the UST. 

2.46. Delegates should note that this change applies only to secondary contributions – 

employees continue to pay Class 1 contributions as normal. 
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2.47. The rates for the 2016-17 tax year are as follows:  

Employee and employer rates Employee (Class 1 primary) Employer (Class 1 
secondary) 

Earnings per week Threshold April 2016-17 Threshold April 2016-17 

Below primary threshold / secondary threshold   £8,060 Nil £8,112 Nil  

Above primary threshold/ secondary threshold*   12%  13.8% 

Below upper secondary threshold for under 21’s and 
apprentices 

£43,000   0% 

Above upper earnings limit  £43,000 2% n/a  13.8% 

Self-employed rates  Class 2 (per week) Class 4 

Profits per year  Limit April 2016-17 Limit April 2016-17 

Below small earnings threshold  £5,965 Nil - - 

Above small earnings threshold to lower profits limit   £2.80/week - - 

Lower profits limit to upper profits limit     £8,060 9%  

Above upper profits limit    £43,000 2%  

Notes 

 The rate of secondary NICs for all employees under the age of 21 years and 

apprentices under the age of 25 years on earnings between the ST and UST is 

0%. 

 Class 2 NICs are paid at a weekly flat rate of £2.80 by all self-employed persons. 

Those with profits less than, or expected to be less than, the level of the small 

profits threshold may apply for exemption from paying Class 2 contributions. 

 Class 2 NICs for share fishermen continue at £3.45 per week; and those for 

volunteer development workers at £5.60 per week. 

 Class 3 contributions continue at £14.10 per week. 

 The upper accruals point for state second pension purposes remains at £40,040 

per annum. 
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3. Personal income tax 

Personal allowances 

3.1. The Summer Finance Bill 2015 set the personal allowance for 2017-18 at £11,200. 

Legislation will be introduced in Finance Bill 2016 to set the personal allowance for 2017-

18 at £11,500. 

3.2. The age related allowance is no longer relevant, having been superseded by an increase 

in the basic personal allowance. 

£ per year (unless stated) 2015-16 2016-17 2017-18 

Personal allowance £10,600 £11,000 £11,500 

Personal allowance (born before 6.4.38) £10,660 n/a n/a 

Income limit for personal allowances £100,000 £100,000 £100,000 

Transferable married allowance £1,100 £1,100 £1,100 

Married couple's allowance* (age 80 and over)  £8,355 £8,355 £8,355 

Married couple's allowance* - minimum amount  £3,220 £3,220 £3,220 

Income limit for allowances – born before 6.4.48 £27,700 £27,700 £27,700 

Blind person's allowance  £2,290 £2,290 £2,290 

Dividend allowance 

Personal savings allowance (basic rate taxpayers) 

Personal savings allowance (higher rate taxpayers) 

n/a 

n/a 

n/a 

£5,000 

£1,000 

£500 

£5,000 

£1,000 

£500 

 *Married couple's allowance is given at the rate of 10%, where one party was born before 

6 April 1935. For marriages/civil partnerships entered into before 5 December 2005, the 

income of the husband is taken into account in determining eligibility. 

Income tax rates for 2016-17 

3.3. Finance Act 2014 introduced a new starting rate of 0% on savings income up to a £5,000 

limit for 2015-16 onwards. Savings income in excess of £5,000 will be chargeable in the 

normal way, subject to the new personal savings allowance for 2016-17 et seq. 

3.4. The National Insurance contributions (NICs) upper earnings limit and upper profits limit 

continue to be aligned with the level of the combined personal allowance/higher rate 

threshold, by separate regulations. 
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Income tax: taxable bands 

3.5. The Summer Finance Bill 2015 set the basic rate limit for 2017-18 at £32,400. 

3.6. Legislation will be introduced in Finance Bill 2016 to set the basic rate limit for 2017-18 at 

£33,500. Bands are as follows: 

 2015-16 2016-17 2017-18 

Starting savings income rate 

limit 0% 

£0-£5,000 £0-£5,000 £0-£5,000 

Basic rate: 20% £0-£31,785 £0-£32,000 £0-£33,500 

Higher rate: 40% Over £31,785 Over £32,000 Over £33,500 

Additional rate: 45% Over £150,000 Over £150,000 Over £150,000 

Dividend ordinary rate – for 

dividends otherwise taxable at 

the basic rate) 

10% (0%) 7.5% 7.5% 

Dividend upper rate – for 

dividends otherwise taxable at 

the higher rate 

32.5% (25%) 32.5%  32.5%  

Dividend additional rate – for 

dividends otherwise taxable at 

the additional rate 

37.5% (30.6%)  38.1%  38.1% 

 (Figures in brackets show the effective rate with tax credit for 2015-16 – this becomes 

obsolete for 2016-17 et seq.) 

The trust rate remains at 45%. 

The new personal savings allowance 

3.7. The government has introduced an allowance from 6 April 2016 to remove tax on up to 

£1,000 of savings income for basic rate taxpayers and up to £500 for higher rate tax 

payers. Additional rate taxpayers will not receive an allowance. As part of these reforms 

HMRC will introduce automated coding out of savings income that remains taxable through 

the PAYE system from 2017-18 with pilots starting in autumn 2015. 

3.8. Because so many people will no longer pay tax on their savings, the automatic deduction of 

tax by banks and building societies is no longer be necessary. At present, 20% income tax is 

automatically deducted from most interest on savings outside ISAs. For those on low 
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incomes, a 0% rate is applied, but only for those who have filled out a form to confirm they 

are eligible to receive gross interest. Higher rate taxpayers owe 40% tax and are therefore 

required to notify HMRC of their savings income so they can pay the additional 20%. Both the 

opt out and the requirement to notify HMRC are complex, burdensome and poorly 

understood. Budget 2016 confirms that the automatic deduction of 20% income tax by 

banks and building societies on non-ISA savings ceases from April 2016. Interest payable 

by other deposit takers will continue to suffer tax at source. 

3.9. The draft clause published on 9 December 2015 has been updated following consultation 

to clarify: 

 the definition of additional rate income for the purpose of the PSA; 

 the interaction of the PSA and the starting rate for savings; 

 the interaction between savings income and the rules for calculating a reduction 

in the residuary income of an estate. 

Individual investment plans for children 

3.10. The Junior ISA investment allowance for the tax year 2016-17 continues at £4,080, as 

does the CTF investment allowance. 

ISAs: limits on investment 

3.11. The limits for 2016-17 continue at a maximum £15,240.  

3.12. The total amount you can save each year into all ISAs will be increased from £15,240 to 

£20,000 from April 2017. 

Lifetime ISAs 

3.13. From April 2017, any adult under 40 will be able to open a new Lifetime ISA. Up to £4,000 

can be saved each year and savers will receive a 25% bonus from the government on this 

money. 

3.14. Money put into this account can be saved until you are over 60 and used as retirement 

income, or you can withdraw it to help buy your first home. 

3.15. Contributions can continue to be made with the bonus paid up to the age of 50. Funds can 

be used to buy a first home with the government bonus at any time from 12 months after 

opening the account, and can be withdrawn from the Lifetime ISA with the government 

bonus from age 60 for use in retirement. 
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3.16. The government will set the limit for property purchased using Lifetime ISA funds at 

£450,000. This limit will apply nationally. People can continue to open a Help to Buy: ISA 

until November 2019, as planned. They can also choose to open a Lifetime ISA, but will 

only be able to use the government bonus from one of their accounts to buy their first 

home. During the 2017-18 tax year, those who already have a Help to Buy: ISA will be 

able to transfer the savings they have built up into the Lifetime ISA and still save an 

additional £4,000. 

3.17. Whilst this is a product aimed at encouraging saving for the long term, the government 

understands that circumstances change so wants to ensure that people can access their 

own money if they need it whilst also keeping an incentive to leave funds invested for the 

long term. The government will consider whether Lifetime ISA funds plus the government 

bonus can be withdrawn in full for other specific life events in addition to buying a first 

home. 

3.18. The government proposes that savers can make withdrawals at any time for other 

purposes, but with the bonus element of the fund plus any interest or growth on it returned 

to the government, and a small 5% charge applied. The government will also explore with 

the industry whether there should be the flexibility to borrow funds against the Lifetime ISA 

without incurring a charge if the borrowed funds are fully repaid. In the US some retirement 

plans allow 50% to be borrowed up to a maximum of $50,000. Further details on the 

Lifetime ISA are set out in the document published alongside Budget. 

Help to Save 

3.19. To help the people who find it hardest to save, the government will introduce a new Help 

to Save scheme for those on low incomes who wish to regularly set aside some of their 

income. The scheme will be open to 3.5 million adults in receipt of Universal Credit with 

minimum weekly household earnings equivalent to 16 hours at the National Living Wage, 

or those in receipt of Working Tax Credit. It will work by providing a 50% government bonus 

on up to £50 of monthly savings into a Help to Save account. The bonus will be paid after 

two years with an option to save for a further two years, meaning that people can save up 

to £2,400 and benefit from government bonuses worth up to £1,200. People will be able 

to use the funds in any way they wish. 

Lifetime allowance for pension contributions 

3.20. The government has reduced the lifetime allowance for pension contributions from £1.25 

million to £1 million with effect from 6 April 2016. Transitional protection for pension rights 

already over £1 million will be introduced alongside this reduction to ensure the change is 

not retrospective. The lifetime allowance will be indexed annually in line with CPI from 6 

April 2018. 
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Pension flexibility 2016 

3.21. A number of minor changes are being made to the pensions tax rules to ensure that they 

operate as intended following the introduction of pension flexibility in April 2015. The 

changes will: 

 remove the requirement that a serious ill-health lump sum can only be paid from 

an arrangement that has never been accessed; 

 replace the 45% tax charge on serious ill-health lump sums paid to individuals who 

have reached age 75 with tax at the individual’s marginal rate; 

 enable dependants with drawdown or flexi-access drawdown pension who would 

currently have to use all of this fund before age 23 or pay tax charges of up to 

70% on any lump sum payment, to continue to access their funds as they wish 

after their 23rd birthday; 

 remove the rule on paying a charity lump sum death benefit out of drawdown 

pension funds and flexi-access drawdown funds where the member dies under 

the age of 75 because the equivalent tax-free payment may be made as another 

type of lump sum death benefit; 

 enable money purchase pensions in payment to be paid as a trivial commutation 

lump sum; 

 enable the full amount of dependants benefits to be paid as authorised payments 

where there are insufficient funds in a cash balance arrangement when the 

member dies. 

New tax allowances for money earned from the sharing economy 

3.22. From April 2017, there will be two new tax-free £1,000 allowances – one for selling goods 

or providing services, and one income from property you own. 

3.23. People who make up to £1,000 from occasional jobs – such as sharing power tools, 

providing a lift share or selling goods they have made – will no longer need to pay tax on 

that income. 

3.24. In the same way, the first £1,000 of income from property – such as renting a driveway or 

loft storage – will be tax free. 

Tax-free childcare 

3.25. From early 2017, the government is introducing tax-free childcare to help working parents 

with the cost of childcare, ensuring more parents who want to can go out to work or 
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increase the number of hours they work. Tax-free childcare will be rolled out in such a way 

that allows the youngest children to enter the scheme first, with all eligible parents brought 

in by the end of 2017. The existing scheme employer-supported childcare will remain open 

to new entrants until April 2018 to support the transition between the schemes. This will 

sit alongside doubling the free childcare entitlement from 15 hours to 30 hours a week for 

working families with three and four year olds from September 2017. 
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4. Capital taxes 

CAPITAL GAINS TAX 

Annual exempt amount 

4.1. Since the consumer price index fell slightly to September 2015, the annual exempt amount 

for capital gains tax will remain at £11,100 for 2016-17. 

CGT rates 

4.2. Section 4 of the Taxation of Chargeable Gains Act 1992 (TCGA) provides that chargeable 

gains accruing in the following circumstances are chargeable to CGT at 18% or 28% after 

deduction of reliefs, losses and the annual exempt amount (where applicable): 

 18% where a person is not a higher rate taxpayer (section 4(2)); 

 28% to the extent that the person is a higher rate taxpayer or the chargeable gains 

exceed the unused part of the individual’s basic rate band (section 4(4) & (5)); 

 28% for trustees and personal representatives (section 4(3)); 

 28% for ATED-related chargeable gains accruing to any person (principally 

companies) so chargeable (section 4(3A)). 

4.3. Receipts of carried interest are charged to CGT by section 103KA of TCGA. 

Proposed revisions 

4.4. Legislation will be introduced in Finance Bill 2016 to amend subsections 4(2), (3), (4) and 

(5) of TCGA to reduce the 18% and 28% rates in those provisions to 10% and 20% 

respectively. This will be subject to exclusions for chargeable gains on disposals of 

residential property that do not qualify for private residence relief and receipt of carried 

interest. 

4.5. Provisions will make clear that a person can use any unused income tax basic rate band 

in the most beneficial way. 

4.6. Provisions will also make clear that a residential property interest includes an interest in 

land that has at any time in the person’s ownership consisted of or included a dwelling and 

an interest in land subsisting under a contract for an off-plan purchase. Rules will set out 

how gains should be calculated in the case of mixed use properties. Subsection 4(3A) of 

TCGA, which applies a 28% rate of CGT to ATED-related chargeable gains, is unchanged 

by this measure. 
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4.7. Subsection 4(1) and section 169N(3) of TCGA provide for a 10% rate in relation to gains 

that qualify for entrepreneurs’ relief; and subsection 4(3B) provides for a 20% rate in 

relation to non-residents CGT gains accruing to a company. These rates are also 

unchanged by this measure. 

Entrepreneurs' relief: goodwill on incorporation 

4.8. Finance Act 2015 introduced new rules to combat abuse of ER. Whilst preventing the 

abuse, those rules also resulted in relief not being due to a person selling their business 

to a close company in which they, or a member of their family, held any shares whatsoever. 

It was announced at Autumn Statement 2015 that changes to mitigate the impact of the 

Finance Act 2015 rules on genuine commercial arrangements for sales of businesses were 

being considered. 

4.9. Legislation will be introduced in Finance Bill 2016 to allow ER to be claimed in respect of 

gains on goodwill where the claimant holds less than 5% of the shares, and less than 5% 

of the voting power, in the acquiring company. This 'holding condition' will replace the 

requirement in section 169LA of TCGA that the claimant must not be a 'related party' in 

relation to the company. 

4.10.  Relief will also be due where the claimant holds 5% or more of the shares or voting power 

if the transfer of the business to the company is part of arrangements for the company to 

be sold to a new, independent owner. 

Entrepreneurs’ relief: associated disposals 

4.11. Finance Act 2015 introduced new rules to combat abuse of ER. Whilst preventing the 

abuse, those rules also resulted in relief not being due on ‘associated disposals’ when a 

business was sold to members of the claimant’s family under normal succession 

arrangements. 

4.12. It was announced at Autumn Statement 2015 that changes to mitigate the impact of the 

Finance Act 2015 rules on associated disposals in these circumstances were being 

considered. 

4.13. Legislation will be introduced in Finance Bill 2016 to change the definitions of ‘partnership 

purchase arrangements’ and ‘share purchase arrangements’ for ER purposes by 

excluding (i) the material disposal itself and (ii) arrangements which pre-date both the 

material disposal and the associated disposal, and are independent of them. 

4.14. The requirement that the material disposal of business assets is of 5% or more of the 

claimant’s share in a partnership or holding in a company does not apply where the 

claimant disposes of the whole of his interest and has previously held a larger stake. 
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4.15. The changes announced by this measure will be backdated to the date on which the 

Finance Act 2015 measures became effective. They will therefore apply to associated 

disposals on or after 18 March 2015. 

Entrepreneurs' relief: changes to the treatment of joint ventures and partnerships 

4.16. Finance Act 2015 introduced new rules to combat abuse of ER. Whilst preventing the 

abuse, those rules also resulted in relief not being due to investors in some types of 

genuine commercial structures where tax avoidance was not a main motive. It was 

announced at Autumn Statement 2015 that further changes to mitigate the impact of the 

Finance Act 2015 rules on genuine commercial arrangements were being considered. 

4.17. The measure changes the definitions of a ‘trading company’ and a ‘trading group’ which 

apply for entrepreneurs’ relief (ER) purposes. Where the new definitions apply, a fraction 

of the activities of a joint venture company will be treated as carried on by a company 

which holds shares in the joint venture company. Similarly, where the new definitions 

apply, trading activities of a company in its capacity as a partner in a firm will be taken into 

account in deciding whether the company is a trading company for entrepreneurs’ relief 

purposes. 

4.18. Legislation will be introduced in Finance Bill 2016 to introduce new definitions of ‘trading 

company’ and ‘trading group’ for ER purposes. Where the new definitions apply, a 

company which holds shares in a joint venture company will be treated as carrying on a 

proportion of the activities of that company corresponding to the investing company’s 

fractional shareholding in it. Also, the activities of a corporate partner in a firm will be 

treated as having their true nature (trading or non-trading) when determining whether the 

company is a trading company. 

4.19. Where a joint venture company is present, the new definitions will apply for the purposes 

of a disposal of shares if the person making the disposal on which relief is claimed has at 

least a 5% interest in the shares of the joint venture company, and effectively controls at 

least 5% of the voting rights in that company. The interest and voting rights may be held 

directly or indirectly by the claimant. Where a partnership with a corporate partner is 

concerned, the new definitions will apply if the person making the disposal is entitled to at 

least 5% of the partnership’s assets and profits, and controls at least 5% of the voting 

rights in the corporate partner. For example, a person who holds 20% of a company which 

does nothing but hold 40% of a trading company’s shares will be treated as holding 8% 

(20% x 40%) of the trading company and 40% of that company’s activities will be taken 

into account in deciding whether the person’s shares are shares in a trading company for 

ER purposes. 
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4.20. The new definitions mean that, in some cases, whether a company is a trading company 

or the holding company of a trading group will depend on the size of the claimant’s 

shareholding in the company. 

4.21. The changes announced by this measure will be backdated to the date on which the 

Finance Act 2015 measures became effective. They will therefore apply to disposals on 

or after 18 March 2015. 

Entrepreneurs' relief: extension to long-term investors 

4.22. Entrepreneurs’ relief (ER) will be extended to external investors in unlisted trading 

companies. This new investors’ relief will apply a 10% rate of capital gains tax (CGT) to 

gains accruing on the disposal of ordinary shares in an unlisted trading company held by 

individuals, that were newly issued to the claimant and acquired for new consideration on 

or after 17 March 2016, and have been held for a period of at least three years starting 

from 6 April 2016. A person’s qualifying gains for investors’ relief will be subject to a lifetime 

cap of £10 million. 

4.23. Investors’ relief will apply to disposals of qualifying shares held for a period of at least three 

years starting from 6 April 2016 that were acquired on or after 17 March 2016. 

4.24. Section 3 of the Taxation of Chargeable Gains Act 1992 (TCGA) provides that individuals 

pay CGT only on their chargeable gains (net of allowable losses and all other reliefs) that 

exceed the annual exempt amount (currently £11,100) for the tax year. Shares are assets 

for the purposes of CGT (section 21 TCGA 1992) and, in the absence of provisions to the 

contrary, gains on disposals of such assets are chargeable to CGT. Gains on disposals of 

most shares are presently subject to CGT at a rate of either 18% or 28%, depending on 

whether an individual is a higher rate tax payer (section 4 of TCGA). Where shares qualify 

for ER, the first £10 million of gains accrued on the disposal of shares in a trading company 

by an individual who has worked for the company and owned at least 5% of the ordinary 

shares in the company, are taxed at a rate of 10% (sections 169H to 169S of TCGA). 

4.25. The extension to ER, introducing investors’ relief, will apply to gains accruing on the 

disposal of certain qualifying shares by individuals (other than employees and officers of 

the company). In order to qualify for relief, a share must: 

 be newly issued, having been acquired by the person making the disposal on 

subscription for new consideration; 

 be in an unlisted trading company, or unlisted holding company of trading group; 
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 have been issued by the company on or after 17 March 2016 and have been held 

for a period of three years from 6 April 2016; 

 have been held continually for a period of three years before disposal. 

4.26. The rate of CGT charged on the qualifying gain will be 10%, with the total amount of gains 

eligible for investors’ relief subject to a lifetime cap of £10 million per individual. Rules will 

ensure that this limit applies to beneficiaries of trusts. 

4.27. Because the relief is designed to attract new capital into companies, avoidance rules set 

out in the Finance Bill 2016 legislation will ensure that shares must be subscribed for by 

individuals for genuine commercial purposes and not for tax avoidance purposes. 

Employee shareholder status: lifetime limit on exemption 

4.28. The policy intention of the introduction of employee shareholder status (ESS) in 2013 was 

to reduce regulatory burdens on business, promote business and employment growth and 

increase the choices available to businesses and employees. 

4.29. This measure prevents abuse and improves the fairness of the tax system, by ensuring 

that the level of exempt capital gains from the disposal of employee shareholder shares is 

not excessive. 

4.30. For employee shareholder shares issued as consideration for entering into employee 

shareholder agreements from midnight at the end of 16 March 2016 there will be a lifetime 

limit of £100,000 CGT exempt gains. Any past or future gains, realised or unrealised, on 

employee shareholder shares that were issued in respect of employee shareholder 

agreements made before midnight at the end of 16 March 2016 will not count towards the 

limit. 

4.31. When employee shareholder shares issued as consideration for entering into employee 

shareholder agreements from midnight at the end of 16 March 2016 are disposed of, gains 

made in excess of the lifetime limit will be chargeable to CGT. 

4.32. For transfers of employee shareholder shares between spouses or civil partners, the 

transfer will be treated as being for consideration which gives rise to a gain equal to the 

transferor’s unused lifetime limit, subject to the over-riding condition that the consideration 

does not exceed the market value of the shares transferred. This amount will fix the 

acquisition cost in the hands of the spouse. 
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Non-UK residents disposing of UK residential property 

4.33. As announced at the Spending Review and Autumn Statement 2015, the government will 

amend the CGT computations required by non-residents on the disposal of UK residential 

property by removing with effect from 6 April 2015 a double charge that occurs in some 

circumstances and correcting an omission with effect from 25 November 2015. The 

government will also add CGT to the list of taxes that the government may collect on a 

provisional basis. Following consultation on the draft legislation, published on 9 December 

2015, the government will also prescribe with effect from 6 April 2015 two specific 

circumstances where a return is not required and give HM Treasury, rather than HMRC, 

powers to add, amend or remove circumstances and make consequential provision. 

INHERITANCE TAX 

Inheritance tax allowance 

4.34. Legislation was introduced in Finance Act 2015 to extend the freeze on the IHT nil-rate 

band of £325,000 until 2020-21.  

Downsizing and the residence nil-rate band 

4.35. As announced at Summer Budget 2015, legislation will be introduced in Finance Bill 2016 

to ensure that the residence nil-rate band will be available in cases where a person 

downsizes or ceases to own a home and other assets are passed on death to direct 

descendants. Following consultation, the draft legislation will be revised to clarify when a 

disposal has occurred, to ensure that certain disposals made by trustees will also be taken 

into account, and to ensure that the provisions relating to cases involving conditionally 

exempt assets work as intended. These changes will apply for deaths on or after 6 April 

2017 where the deceased downsized or disposed of a property on or after 8 July 2015. 

ANNUAL TAX ON ENVELOPED DWELLINGS 

Increased charges 

4.36. The annual charges for the annual tax on enveloped dwellings (ATED) are increased to: 

Property value  Annual charge in 2016-17 

£500,000 - £1m £3,500 

£1m - £2m £7,000 

£2m-£5m  £23,350 

£5m-£10m  £54,450 

£10m-£20m  £109,050 

£20m+  £218,200 

4.37. The new charges will apply from 1 April 2016. 
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Extension of reliefs 

4.38. As announced at Autumn Statement, legislation will be introduced in Finance Bill 2016 to 

extend the scope of the reliefs available from Annual Tax on Enveloped Dwellings and 

15% rate of Stamp Duty Land Tax where a residential property is held for the purposes of 

an Equity Release Scheme (Home Reversion Plan), occupied by certain employees, or 

acquired for demolition or conversion into non-residential use.  

4.39. These amendments will have effect from 1 April 2016. 

STAMP DUTY AND STAMP DUTY LAND TAX 

SDLT: reform of charging provisions for non-residential property 

4.40. The measure changes the rules for calculating the stamp duty land tax (SDLT) charged 

on purchases of non-residential properties and transactions involving a mixture of 

residential and non-residential properties.  

4.41. At present, for purchases of freehold, the assignment of an existing lease and for the 

upfront payment (premium) on a new leasehold transaction, SDLT is charged at a single 

percentage of the price paid for the property, depending on the rate band within which the 

purchase price falls.  

4.42. On and after 17 March 2016, SDLT will be charged at each rate on the portion of the 

purchase price which falls within each rate band.  

4.43. The new rates and thresholds for freehold purchases and leases premiums are: 

Transaction Value Band Rate 

£0 - £150,000 0% 

£150,001 - £250,000 2% 

£250,000 + 5% 

4.44. For new leasehold transactions, SDLT is already charged at each rate on the portion of 

the net present value (NPV) of the rent which falls within each band. On and after 17 March 

2016 a new 2% rate for rent paid under a non-residential lease will be introduced where 

the NPV of the rent is above £5 million. 
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4.45. The new rates bands and thresholds for rent paid under a lease are: 

Net present value of rent Rate 

£0 - £150,000 0% 

£150,001 - £5,000,000 1% 

£5,000,000 + 2% 

SDLT: higher rates on purchases of additional residential properties 

4.46. From 1 April 2016 higher rates of stamp duty land tax (SDLT) will be charged on purchases 

of additional residential properties, such as second homes and buy-to-let properties.  

4.47. The higher rates will be 3 percentage points above the current SDLT rates: 

Threshold Existing SDLT rates 
New additional property 

SDLT rates 

£0 - £125,000 0% 3% 

£125,001 - £250,000 2% 5% 

£250,001 - £925,000 5% 8% 

£925,001 - £1.5m 10% 13% 

£1.5m + 12% 15% 

4.48. If, at the end of the day of the transaction, an individual owns two or more properties and 

has not replaced their main residence, the higher rates will apply.  

4.49. Purchasers will have 36 months to either claim a refund from the higher rates, or before 

the higher rates will apply, in the event that there is a period of overlap or a gap in 

ownership of a main residence.  

4.50. Companies and other non-natural persons purchasing residential property will be subject 

to the higher rates, including the first purchase of a residential property.  

4.51. Properties purchased for under £40,000, caravans, mobile homes and houseboats will be 

excluded from the higher rates. Furthermore, small shares in recently inherited properties 

will not be considered when determining if the higher rates apply. 

4.52. Where contracts have been exchanged on or before 25 November 2015 but not completed 

until on and after 1 April 2016, the higher rates will not apply. 
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4.53. This measure does not apply in Scotland as SDLT was devolved to Scotland on 1 April 

2015. This measure will apply in Wales until 1 April 2018, when SDLT will be devolved to 

Wales. 
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5. Value added tax 

Registration and deregistration thresholds 

5.1. The following changes have been made to the VAT registration and deregistration 

thresholds: 

 the taxable turnover threshold, which determines whether a person must be 

registered for VAT, is increased from £82,000 to £83,000; 

 the taxable turnover threshold which determines whether a person may apply for 

deregistration is increased from £80,000 to £81,000; and 

 the registration and deregistration threshold for relevant acquisitions from other 

EU Member States is also increased from £82,000 to £83,000. 

5.2. A statutory instrument applies the revalorised thresholds. The simplified reporting 

requirement (three line accounts) for the income tax self assessment return as well as 

entry and exit thresholds for the income tax cash basis of assessment, will continue to be 

aligned with the VAT registration threshold. 

Representatives for overseas businesses and joint and several liability for online 

marketplaces 

5.3. There are two aspects to this measure.  

 The first part makes changes to the existing rules which allow HM Revenue and 

Customs (HMRC) to direct an overseas business to appoint a VAT representative 

with joint and several liability. The changes make this a more effective power and 

also give HMRC greater flexibility in respect of seeking a security.  

 The second part is the introduction of a new provision which will enable HMRC to 

hold an online marketplace jointly and severally liable for the unpaid VAT of an 

overseas business that sells goods in the UK via that online marketplace. Neither 

of these changes will apply automatically to any businesses and HMRC will use 

them on the highest risk cases to tackle non-compliance. 
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6. Anti-avoidance provisions 

Company distributions 

6.1. As announced at the Spending Review and Autumn Statement 2015, legislation will be 

introduced in Finance Bill 2016 to amend the transactions in securities rules and introduce 

a targeted anti-avoidance rule in order to prevent opportunities for income to be converted 

to capital in order to gain a tax advantage. 

6.2. The government will shortly publish its response to the consultation concerning company 

distributions, which was published on 9 December 2015. 

Tackling disguised remuneration avoidance schemes 

6.3. As announced at Budget 2016 the government will bring forward a package of changes to 

tackle the use of disguised remuneration avoidance schemes. The first part of the package 

is being introduced in Finance Bill 2016 and the remainder of the package will follow in 

future Finance Bills. 

Inserting an additional TAAR  

6.4. One type of disguised remuneration avoidance scheme seeks to exploit a perceived 

weakness in section 554Z8 of ITPEA 2003. Legislation will be introduced in Finance Bill 

2016 to add an additional TAAR within that section. The TAAR will put beyond doubt that 

the scheme does not work by preventing the relief in section 554Z8 from being available 

where there is a connection, direct or indirect, with a tax avoidance arrangement. The 

change will be effective from 16 March 2016. 

The withdrawal of the relief on investment returns 

6.5. Users of a disguised remuneration scheme, usually an EBT, prior to the introduction of 

Part 7A of ITEPA 2003 have had the option of utilising paragraph 59, Schedule 2 to FA 

2011. Paragraph 59 allows those who have settled with HMRC to obtain relief from a 

charge under Part 7A ITEPA 2003 on any relevant steps taken after settlement. This 

applies equally to the amount of disguised remuneration and any growth in the value of 

the disguised remuneration. 

6.6. Legislation will be introduced in Finance Bill 2016 to restrict paragraph 59 relief to the value 

of the disguised remuneration. Any investment growth on the disguised remuneration that 

is included within a relevant step will be liable to a charge under Part 7A of ITEPA 2003. 

This will apply to situations where the conditions of paragraph 59 are met after 30 

November 2016.  

6.7. Those that have already met, or will meet, the conditions of paragraph 59, on or before 30 

November 2016 will not be affected by this measure. 
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Arrangements offering a choice of capital or income return 

6.8. This provision removes the choice between taxation as income or taxation as capital, 

which some companies offer their shareholders in certain circumstances when returning 

value to them.  

6.9. Companies use special purpose share schemes to offer shareholders the choice to receive 

either a dividend or to receive a similar amount through an issue of new shares that are 

subsequently purchased by the company or sold to a pre-arranged third party. 

6.10. Returns where such a choice is offered will be taxed as income where they are received 

on or after 6 April 2015. 

Income tax: royalty withholding tax 

6.11. The measure will provide additional obligations to deduct income tax at source from 

royalties paid to non-resident persons where either: 

 arrangements have been entered into which exploit the UK’s double taxation 

agreements (DTAs) in order to ensure that little or no tax is paid on royalties either 

in the UK or anywhere in the world; 

 the category of royalty is not currently one of those in respect of which there is an 

obligation to deduct tax under UK law; 

 royalties which do not have otherwise have a source in the UK are connected with 

the business that a non-UK resident person carries on in the UK through a 

permanent establishment in the UK. 

New civil sanctions for enablers of offshore evasion 

6.12. As announced at Autumn Statement, and following consultation, legislation will be 

introduced in Finance Bill 2016 to introduce new civil penalties for individuals and 

businesses which deliberately enable offshore evasion, as well as naming provisions for 

the most serious enablers. 

Strengthened civil deterrents for offshore tax evasion 

6.13. As announced at Autumn Statement, legislation will be introduced in Finance Bill 2016 to 

increase minimum penalties for deliberate offshore tax evasion, require greater levels of 

disclosure from tax evaders and increase naming of offshore tax evaders. The legislation 

also introduces a new penalty based on the value of the asset which led to the evasion. 

This will apply to serious cases of deliberate offshore tax evasion. 
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A new criminal offence for tax evasion 

6.14. Will provide a new criminal offence that removes the need to prove intent for offshore tax 

evaders. This will apply to only those with significant levels of non-compliance who cannot 

satisfy the courts that they have taken reasonable care to comply with their UK tax 

obligations.  

A new legal requirement to correct past offshore tax non-compliance 

6.15. As announced at Autumn Statement, the government will consult on a new legal 

requirement for taxpayers to come forward and correct any past offshore noncompliance 

with associated penalties for failure to do so. The new requirement will underpin the new 

tougher offshore disclosure facility and operate ahead of the widespread reporting of 

information under the Common Reporting Standard in 2018. The government will consult 

on the new requirement in 2016.  

A new corporate offence for failure to prevent the criminal facilitation of tax evasion 

6.16. As announced at Autumn Statement, the government will consult on draft legislation to 

create a new criminal offence to apply where a corporation fails to prevent those 

representing it from criminally facilitating tax evasion. 
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7. Administration and miscellaneous 

Modernising tax collection 

7.1. At the March 2015 Budget the government committed to transform the tax system through 

digital technology and end the need for annual tax returns. Spending Review and Autumn 

Statement 2015 announced a major investment in HMRC to deliver this. To make further 

progress towards this transformation, the Budget announces that: 

 from 2018 businesses, self-employed people and landlords who are keeping their 

records digitally and providing regular digital updates to HMRC will if they wish be 

able to adopt pay-as-you-go tax payments – this will enable them on a voluntary 

basis to choose payment patterns that suit them and better manage their cashflow 

 the government will explore options to simplify the tax rules for businesses, 

landlords, and the self-employed, to reduce administrative burdens and ensure 

that regular digital updates work smoothly 

7.2. The government will consult on these measures in 2016, alongside publishing detailed 

proposals for other elements of the Making Tax Digital programme announced previously. 

7.3. Individuals and businesses should be able to get the help and support they need from 

HMRC, when they need it. By the end of this Parliament, HMRC’s digital transformation 

will have made it quicker and easier for customers to report and pay their taxes online. But 

the government recognises that more needs to be done now, and is investing £71 million 

to improve the service it provides taxpayers. This investment will deliver: 

 a 7-day a week service by 2017, with extended hours and Sunday opening on 

online services and the tax and tax credits phone lines, so that people and 

businesses have more opportunity to contact HMRC outside of working hours; 

 improved telephone services and reduced call waiting times by recruiting over 800 

new staff into HMRC call centres; 

 a dedicated phone line and online forum for new businesses and self-employed 

individuals to get help and support about filing and paying their taxes for the first 

time, and on the transition to using digital services. 

Making Tax Digital 

7.4. At the March 2015 Budget, the government committed to transform the tax system through 

digital technology and end the need for annual tax returns. At the Spending Review and 

Autumn Statement 2015, the government announced a major investment in HMRC to 
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deliver this as well as a new requirement on businesses, self-employed people and 

landlords to keep digital records and provide updates to HMRC at least quarterly. As part 

of this transformation, HMRC will publish a number of consultations later in 2016 covering 

use of digital tools to keep records and report information to HMRC, options to make 

greater use of third party data to prepopulate digital tax accounts and changes to the tax 

administration framework reflecting the transition to digital. The government will respond 

to these consultations at Autumn Statement 2016 with draft legislation for Finance Bill 

2017. 

7.5. In addition, and to make further progress towards this vision, the Budget announces that 

from 2018 businesses, self-employed people and landlords who are keeping their records 

digitally and providing regular digital updates to HMRC will be able to adopt pay-as-you-

go tax payments, enabling them to choose payment patterns that suit them and better 

manage their cash flow. The government will consult in 2016 on how best to implement a 

pay-as-you-go system. 

Simplifying tax rules for businesses, self-employed and landlords 

7.6. The government will also consult on a number of further options to simplify the tax rules 

for small businesses and ensure regular updates work smoothly. 
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8. Future proposals 

Employment income taxation and benefits in kind 

Fuel benefit charge (FBC) 

8.1. As announced at Budget 2016, the FBC multipliers for both company cars and vans will 

be increased in line with RPI with effect from 6 April 2017. The changes will be introduced 

by secondary legislation later in 2016, in time for the usual tax code exercise in January 

2017. 

Alignment of dates for 'making good' payments 

8.2. As announced at Budget 2016, the government will consult on proposals to align the dates 

by which an employee has to ‘make good’ the cost of their benefit-in-kind to reduce their 

tax liability. The aim of the proposals is to simplify and clarify the current range of dates 

for ‘making good’ payments. 

8.3. ‘Making good’ is where an employee makes a payment to their employer in return for a 

benefit-in-kind they receive. 

8.4. The consultation will be published in the summer and will run for 12 weeks. 

Salary sacrifice for provision of benefits in kind 

8.5. As announced at Budget 2016, the government will consider limiting the range of benefits 

that attract income tax and National Insurance contributions (NICs) advantages when they 

are provided as part of salary sacrifice schemes. However, the government’s intention is 

that pension saving, childcare, and health-related benefits such as Cycle to Work should 

continue to benefit from income tax and NICs relief when provided through salary sacrifice 

arrangements. 

Travel and subsistence expenses rules 

8.6. Following the consideration of travel and subsistence (T&S) rules by the Office of Tax 

Simplification (OTS), the government announced at Budget 2014 that it would conduct a 

review of the current tax rules for T&S. 

8.7. The government published a discussion paper in September 2015 that outlined a proposed 

T&S framework for consideration. Responses received made clear that, although complex 

in parts, the current T&S rules are generally well understood and work effectively for the 

majority of employees. Revised guidance published in 2015 has improved understanding 

and application of the rules. 

8.8. Therefore, as announced at Budget 2016, the government will not be taking forward the 

proposed framework for consultation and the broad T&S rules will remain as they are. The 
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government will publish a summary of responses to the discussion paper shortly after 

Budget 2016. 

8.9. The government will continue to look for simplifications and seek to improve employers’ 

reporting requirements for T&S. 

Company car tax (CCT) review 

8.10. As announced at Budget 2016, from 2020 to 2021, the government will continue to base 

Company Car Tax on the carbon dioxide (CO2) emissions of cars and will consult on 

reform of the bands for Ultra-Low Emission Vehicles (below 75 grams of CO2 per 

kilometre). 

Exemption for employer provided pensions advice 

8.11. As announced at Budget 2016, legislation will be introduced by statutory instrument under 

the minor benefits provisions to introduce a new income tax exemption and a 

corresponding National Insurance disregard for financial advice on pensions for the first 

£500 of the cost of provision, where the advice is arranged by the employer. This will come 

into effect from 6 April 2017. 

8.12. The existing tax relief for employer-provided pensions advice, which has been in force 

since 2004, will be repealed as the new tax relief extends to tax advice on pensions, and 

the existing provision will become otiose. 

Pensions advice allowance 

8.13. As announced at Budget 2016, the government will consult over summer 2016 on 

introducing a Pensions Advice Allowance. This will allow people to withdraw £500 tax free, 

before the age of 55, from their defined contribution pension to redeem against the cost of 

financial advice. 

Termination payments 

8.14. As announced at Budget 2016, the government will clarify and tighten the rules about the 

taxation of termination payments. This will include introducing legislation to clarify that all 

payments in lieu of notice and certain damages payments are taxable as earnings and 

removing foreign service relief. The government will also be aligning the employer NICs 

and tax treatments of termination payments, so employers will have to pay NICs on the 

elements of termination payments that exceed £30,000. These changes will be legislated 

in Finance Bill 2017 and a future NICs Bill and will take effect from April 2018. A technical 

consultation will be published over the summer. 
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Deduction of tax from savings income 

8.15. As announced at Budget 2016, legislation will be introduced in Finance Bill 2017 to remove 

the requirement to deduct income tax at source from interest distributions from Open-

Ended Investment Companies, authorised unit trusts and investment trust companies and 

from interest on peer to peer loans. These changes will have effect from 6 April 2017. They 

will bring these types of savings income into line with the treatment of interest paid on bank 

and building society accounts following the introduction of the Personal Savings 

Allowance. 

Part surrenders and part assignments of life insurance policies 

8.16. As announced at Budget 2016, the government will change the current tax rules for part 

surrenders and part assignments of life insurance policies to prevent excessive tax 

charges arising on these products. The government will consult later this year on 

alternatives to the current rules with a view to legislating in Finance Bill 2017. 

Reform of domicile rules and inheritance tax 

8.17. The government is undertaking a major reform to non-domicile taxation. As announced at 

Summer Budget 2015, from April 2017 non-UK domiciled individuals (non-doms) will be 

deemed UK domiciled for all tax purposes after they have been UK resident for 15 out of 

the past 20 tax years. Additionally, individuals who were born in the UK and who have a 

UK domicile of origin will revert to their UK domiciled status for tax purposes while resident 

in the UK. The government will also legislate to charge inheritance tax on all UK residential 

property indirectly held through an offshore structure from 6 April 2017. As set out at 

Summer Budget 2015, non-doms who have a non-UK resident trust set up before 

becoming deemed domiciled in the UK will not be taxed on income and gains retained in 

the trust. The government will legislate all non-dom reforms in Finance Bill 2017. Budget 

2016 confirms that non-doms who become deemed-domiciled in April 2017 can treat the 

cost base of their non-UK based assets as being the market value of that asset on 6 April 

2017. Individuals who expect to become deemed UK domicile under the 15 out of 20 year 

rule will be subject to transitional provisions with regards to offshore funds to provide 

certainty on how amounts remitted to the UK will be taxed. 

Property held through offshore structures- inheritance tax 

8.18. As announced at Budget 2015, the government will consult on proposals to ensure that 

from 6 April 2017 all UK residential property held indirectly through an offshore structure 

or trust is chargeable to inheritance tax. Legislation will be introduced in Finance Bill 2017 

following a consultation on the details. 
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Off-payroll working in the public sector: reforming the intermediaries legislation 

8.19. Consultation will be issued in Summer 2016 relating to new rules to be introduced in 

Finance Bill 2017 will make public sector engagers, or the third parties who engage 

workers through PSCs on their behalf, responsible for determining whether the 

intermediaries legislation applies and then collecting the relevant tax and NICs.  Where 

these new rules apply, they replace the current rules that apply to personal service 

companies and other intermediaries.    

8.20. Set out below is further detail on the proposed scope of the new rules and the mechanism 

for paying the correct income tax and NICs due. Further details on both aspects will be 

provided in the course of consultation in the period ahead.   

The scope of the new rules   

8.21. The new rules will apply to payments to intermediaries providing the services of a worker 

to a client in the public sector. Public sector will mean organisations that are Public 

Authorities for the purposes of the Freedom of Information (FOI) Act 2000 and Freedom 

of Information Act (Scotland) 2002.    

8.22. The FOI Acts define the public sector under broad categories (this is not an exhaustive 

list):   

 Government departments, legislative bodies, armed forces; 

 Local government; 

 NHS; 

 Schools and further and higher education institutions; 

 Police; 

 Other public bodies (listed in a Schedule including bodies such as The British 

Museum, BBC, Channel 4); 

 Publically owned companies (wholly owned by the Crown and/or the wider public 

sector such as Transport for London). 

8.23. Where the public sector organisation engages directly with the intermediary, the public 

sector organisation will be responsible for operating the new rules and then collecting and 

paying the relevant tax and NICs.   

8.24. Where the public sector organisation engages the worker indirectly through the third 

person (the agency) that third person is responsible for operating the new rules and 

collecting and paying the relevant tax and NICs. The public sector body will need to inform 
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the agency that they are contracting with a public sector body within these rules. The public 

sector body will also be required to check that the agency operates the rules correctly.    

8.25. The reformed rules will not apply for workers provided through an agency or similar 

business where the workers are employees of the agency and not supplied through their 

own company. 

Profits from trading in and developing UK land  

8.26. Proposed rules will remove the current territorial restriction in UK legislation so that the 

profits of a trade carried on by a company are subject to corporation tax and by other 

entities to income tax on income where the trade comprises dealing in UK land, or 

developing UK land with a view to disposing of it, regardless of the residence of the 

company carrying on the trade, regardless of where the trade is carried on and regardless 

of whether or not the trade is carried on through a PE (whether in the United Kingdom or 

elsewhere).   

Detail: Scope of new approach: trade of dealing or developing UK land   

8.27. The new legislation will provide that non-resident companies can be taxed on trading 

profits from UK property regardless of whether there is a UK PE. The new rules will capture 

the profits of a trade (referred to in what follows as a ‘UK property trade’) carried on by a 

person in so far as the trade consists of:    

 dealing in any estate, interest or right in or over land in the UK; or  

 developing any land in the UK with a view to disposing of any estate, interest or 

right in or over the land. This will include redevelopment. 

8.28. If the company’s only activity is a UK property trade then the taxable profits will be the full 

trading profits of the company regardless of the residence of the company. Normal CT 

trading rules in Part 3 of CTA 2009 will be used to compute the profits.    

8.29. If the trade of the company comprises both the disposal of UK land and some other activity 

(such as the disposal of non-UK land), or if, unusually, the company carries on more than 

one trade, the new charge will apply only to that part of the company’s trade or trades that 

comprises trading in UK land. Again normal CT principles will be used to compute the 

amount to be charged.    

8.30. The whole of the profit will be charged to CT (and foreign PE exemption will not be 

available).  
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Office of Tax Simplification small companies review 

8.31. As announced at Budget 2016, the government has received the OTS’s review of small 

companies and will accept or consider nearly all of its recommendations, including that the 

OTS continues to develop the design for a look-through taxation system and a new simple 

business model that protects the assets of the self-employed. 


