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Autumn Budget Day 2018 was 29 October 2018. 

These notes have been prepared from the draft legislation, OOTLAR (Overview of Tax Legislation 

and Rates) and commentary published by HMRC and HM Treasury on 6 July 2017 and 29 October 

2018. Only major changes and future proposals 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 rates 

1.1. The Overview of Tax Legislation and Rates (OOTLAR) confirmed the following: 

Financial year  CT rate 

2017  19% 

2018   19% 

2019   19% 

2020  17% 

CAPITAL ALLOWANCES 

Temporary increase in the annual investment allowance 

1.2. Legislation will be introduced in Finance Bill 2018 to temporarily increase the AIA limit to 

£1,000,000 from 1 January 2019 for two years. 

1.3. Where a business has a chargeable period that spans either of: 

• the operative date of the increase to £1,000,000 on 1 January 2019; or 

• the operative date of the reversion to £200,000 on 1 January 2021, transitional 

rules will apply. 

Chargeable periods spanning date of increase to £1,000,000 

1.4. Where a business has a chargeable period that spans 1 January 2019, the maximum 

allowance for that business’s transitional chargeable period comprises two parts: 

a) the AIA entitlement, based on the £200,000 cap for the portion of the period falling 

before 1 January 2019; and 

b) the AIA entitlement, based on the temporary £1,000,000 annual cap for the portion of 

the period falling on or after 1 January 2019. 

The business’s maximum AIA for this transitional chargeable period would therefore be 

the total of (a) + (b). 
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Example 

Where a business has a chargeable period from 1 July 2018 to 30 June 2019 the maximum 

AIA for this period would be £600,000 calculated as follows: 

a) the proportion of the period from 1 July 2018 to 31 December 2018, that is, 6/12 x 

£200,000 = £100,000 and 

b) the proportion of the period from 1 January 2019 to 30 June 2019, that is 6/12 x 

£1,000,000 = £500,000 

      = £100,000 + £500,000 = £600,000. 

However, in relation to (a) (the part period falling before 1 January 2019, no more than a 

maximum of £200,000 of the company’s actual expenditure in that particular part period 

would be covered by its transitional AIA entitlement (the maximum claimable before the 

increase to £500,000). 

Chargeable periods spanning date of reversion to £200,000 

1.5. Where a business has a chargeable period that spans the date of the end of the temporary 

increase on 31 December 2020, the maximum allowance for that business’s transitional 

chargeable period comprises two parts: 

a) the AIA entitlement, based on the temporary £1,000,000 annual cap for the portion of 

the period falling before 1 January 2021; and 

b) the AIA entitlement, based on the £200,000 cap for the portion of the period falling on 

or after 1 January 2021. 
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Example 

A company with a 12 month chargeable period from 1 April 2020 to 31 March 2021 would 

calculate its maximum AIA entitlement based on: 

a) the proportion of the period from 1 April 2020 to 31 December 2020, that is, 9/12 

x £1,000,000 = £750,000; and  

b) the proportion of the period from 1 January 2021 to 31 March 2021, that is 3/12 x 

£200,000 = £50,000 

The company’s maximum AIA for this transitional chargeable period would therefore be 

the total of (a) + (b) = £750,000 + £50,000 = £800,000. 

However, in relation to (b) (the part period falling on or after 1 January 2021) no more than 

£50,000 of the business’s actual expenditure in that part period would be covered by its 

transitional AIA entitlement. 

1.6. There are more detailed transitional rules for businesses subject to IT and with a 

chargeable period spanning the date of the increase of the AIA limit. 

1.7. There are also more detailed transitional rules about entitlement to AIA for example, in 

relation to group companies, or when businesses under common control are regarded as 

‘related’. These transitional rules are based on similar time-apportionment principles as 

applied to the rules in section 51K of CAA (operation of the annual investment allowance 

where restrictions apply). 

Reduction of rate of special writing down allowance 

1.8. This measure reduces the rate of writing down allowance on the special rate pool of plant 

and machinery from 8% to 6%. 

1.9. The new rate will be effective from: 

• 1 April 2019 for businesses within the charge to corporation tax; and 

• 6 April 2019 for businesses within the charge to income tax. 

1.10. For businesses whose chargeable period spans 1 April (corporation tax) or 6 April (income 

tax), a hybrid rate will have effect for unrelieved expenditure in the special rate pool. 

 The hybrid rate will be based on the proportion of a chargeable period falling before the 

change date and the corresponding proportion falling after the change date. 
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Ending enhanced allowances for energy and water efficient plant and machinery 

1.11. The measure will update the lists of energy efficient and environmentally beneficial 

technologies and products which are eligible for first-year allowances also known as 

enhanced capital allowances (ECA). 

1.12. The measure will also end the first year allowance for products on the ETL and WTL, 

including the associated first year tax credit, from April 2020 onwards. 

1.13. The first year allowance schemes currently allow 100% of the cost of an investment in 

qualifying plant and machinery to be written off against the taxable income of the period in 

which the investment is made, improving cash flow for businesses. 

1.14. The FYTC provides a tax credit for loss making businesses who invest in qualifying items 

listed on the technology lists. 

First year allowance for electric charge-points 

1.15. The measure extends the current 100% first-year allowance (FYA) for expenditure 

incurred on electric charge-point equipment. 

1.16. The allowance will expire on 31 March 2023 for Corporation Tax purposes and 5 April 

2023 for Income Tax purposes. 

Clarification of allowances for costs of altering land 

1.17. The measure amends legislation in sections 21 and 22 Capital Allowances Act 2001 to 

clarify which expenditure on altering land may qualify for capital allowances for the 

purposes of installing plant or machinery. 

1.18. Allowances are intended to relieve the cost of altering land necessary to install only plant 

or machinery eligible for capital allowances. They are not intended to relieve the cost of 

altering land to install assets (most buildings and structures) that are ineligible for capital 

allowances. 

Comment 

This measure will have effect for claims on or after 29 October 2018, and would appear to 

override the decision in the recent SSE case, but … 

Capital allowances for structures and buildings 

1.19. The aim of a new structures and buildings allowance (SBA) is to relieve the costs of 

physically constructing new structures and buildings.  This will encourage investment in 

the construction of new structures and buildings that are intended for commercial use, the 

necessary works to bring them into existence and the improvement of existing structures 
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and buildings, including the cost of converting existing premises for use in a qualifying 

activity.  These assets are already depreciated in many businesses’ accounts, but until 

now without tax relief being given on all the expenditure. 

1.20. The key features are that:  

• relief will be given at a flat rate of 2% over a 50-year period; 

• relief will be available for new commercial structures and buildings, including costs 

for new conversions or renovations; 

• relief is available for UK and overseas structures and buildings, where the 

business is within the charge to UK tax; 

• relief will be limited to the costs of physically constructing the structure or building, 

including costs of demolition or land alterations necessary for construction, and 

direct costs required to bring the asset into existence; 

• relief is available for eligible expenditure incurred where all the contracts for the 

physical construction works were entered into on or after 29 October 2018; 

• claims can only be made from when a structure or building first comes into use; 

• land costs or rights over land will not be eligible for relief, nor will the costs of 

obtaining planning permission; 

• the claimant must have an interest in the land on which the structure or building is 

constructed; 

• dwelling houses will not qualify, nor any part of a building used as a dwelling where 

the remainder of the building is commercial; 

• sale of the asset will not result in a balancing adjustment - instead, the purchaser 

takes over the remainder of the allowances written down over the remaining part 

of the 50-year period; 

• expenditure on integral features and fittings of a structure or building that are 

currently allowable as expenditure on plant and machinery, will continue to qualify 

for writing down allowances for plant and machinery including the Annual 

Investment Allowance (AIA) up to its annual limit; 

• SBA expenditure will not qualify for the AIA; 
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• where a structure or building is renovated or converted so that it becomes a 

qualifying asset, the expenditure will qualify for a separate two percent relief over 

the next 50 years. 

OTHER MEASURES 

Reform of the corporate intangible fixed assets regime 

1.21. As announced at Budget 2018, and following a policy consultation carried out during spring 

2018, the government intends to reform the corporate intangibles regime. The government 

will: 

• publish detailed proposals on how the government intends to partially re-instate 

relief for acquired goodwill in the acquisition of businesses with eligible intellectual 

property; and 

• alter the regime’s de-grouping charge rules so that a charge will not arise where 

de-grouping is the result of a share disposal that qualifies for the substantial 

shareholding exemption. 

1.22. The government intends to legislate both in Finance Bill 2018-19. The changes to the de-

grouping rules will have effect in relation to de-groupings occurring on or after 7 November 

2018. 

1.23. A TIIN will be published on 7 November 2018. 

Change to the definition of permanent establishment 

1.24. The measure will have effect for companies from 1 January 2019. Where an accounting 

period straddles that date the provision applies to that part of the company’s accounting 

period that falls after that date. 

1.25. Legislation has been introduced in Finance Bill 2018-19 to amend section 1143 CTA 2010, 

and so deny exemption from permanent establishment to a non-UK resident company for 

these activities if they are part of a fragmented business operation, for example if: 

• that company, either alone or with related entities, whether foreign or UK, carries on a 

cohesive business operation, either at the same place, or at different places in the UK; 

• at least one of them has a permanent establishment where complementary functions 

are carried on; and 

• the activities together would create a permanent establishment if they were in a single 

company. 
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Non-UK resident companies carrying on UK property businesses 

1.26. Following announcement at Autumn Statement 2016, the government consulted in March 

2017 on the case and options for bringing non-resident companies’ UK property income 

and gains (previously chargeable to Income Tax and non-resident CGT respectively) into 

CT.  

1.27. This clause and schedule focuses solely on UK property income. It will deliver more equal 

tax treatment for UK and non-UK resident companies in receipt of similar income, and take 

steps to prevent those that use this difference to reduce their tax bill on UK property 

through offshore ownership. 

1.28. The measure will apply to the UK property business income of a non-UK resident company 

that arises on and after 6 April 2020. 

1.29. As a result of extending the scope of corporation tax to a non-UK resident company that 

carries on a UK property business, a number of supplementary and consequential 

amendments are made to the tax acts, including new section 55A in Finance Act 2004 and 

new section 793A in CTA 2009. As part of these changes, a non-UK resident company: 

• will not have a disposal event for capital allowances purposes (which could, for 

example, apply on transition to the new regime) and its income is neither taxed 

twice nor falls out of account - its expenses are relieved only once; 

• will not need to notify its chargeability to Corporation Tax in cases where its only 

UK income source is its UK property business provided that UK tax deducted at 

source from its rental income fully satisfies its liability to Corporation Tax on the 

profits of that business. 

1.30. There are also a number of transitional provisions so that a non-UK resident company 

including that which allows a company to carry forward any existing income tax losses to 

be offset only against future UK property business profits chargeable to corporation tax. 

Corporation tax relief for carried-forward losses 

1.31. Loss reform was introduced in section 18 and Schedule 4 of Finance (No 2) Act 2017 with 

effect from 1 April 2017. 

1.32. The reform made two main changes. It increased the company’s flexibility to set off carried-

forward losses, either against the company’s own total profits in later periods, or in the 

form of group relief in a later period. Additionally, it limited the amount of profit against 

which carried-forward losses can be set. 
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1.33. The following paragraphs provide the background to the various amendments made to the 

loss reform rules. 

1.34. Loss restriction calculation: in calculating the amount of profits against which carried-

forward losses can be set, each group (or a company that is not part of a group) has an 

annual allowance of £5m profits. Carried-forward losses can be set against that amount 

without restriction. Losses in excess of that amount are restricted to a maximum of 50% 

of the company’s total profits for the period. 

1.35. Terminal relief: This allows a company that has ceased trading to carry back any unused 

carried-forward trading losses and set these against profits of the 3 years ending with the 

date of cessation without restriction. Certain types of losses can only be set against trading 

profits of the company whilst others can be set against total profits. 

1.36. Transfer of trades without a change of ownership: The legislation within Chapter 1 of Part 

22 CTA 2010 allows the losses of a trade to be transferred where the trade is transferred 

without a change of ownership. The legislation was amended by Part 8 of Finance (No 2) 

Act 2017 to apply to the trade losses introduced by sections 45A, 45B, 45F, 303B, 303C 

and 303D as part of loss reform. 

Corporate interest restriction 

1.37. The CIR rules restrict the ability of large businesses to reduce their taxable profits through 

excessive UK interest expense. They are part of the government’s policy to align the 

location of taxable profits with the location of economic activity, and are consistent with the 

UK’s more territorial approach to corporate taxation. 

1.38. The OECD published recommendations on preventing base erosion through the use of 

interest expense in October 2015 under Action 4 of the base erosion and profit shifting 

(BEPS) Project. The government undertook an initial consultation on how the OECD 

recommendations could be implemented domestically from 22 October 2015 to 14 January 

2016. 

1.39. At Budget 2016 the government announced that it would introduce new rules to limit the 

tax deductibility of corporate interest expense consistent with the OECD 

recommendations, effective from 1 April 2017. 

1.40. The CIR rules were enacted in Finance (No.2) Act 2017, and were subject to minor 

amendments in Finance Act 2018. 
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1.41. As a result of further engagement with affected businesses, certain technical amendments 

to the legislation have been identified that are necessary for the regime to work as 

intended. 

Leases 

1.42. Entities applying IFRSs or FRS 101 will be required to adopt IFRS 16 for periods of account 

beginning on or after 1 January 2019 which will change the accounting treatment for 

leases. The main change will affect the treatment for the lessee. 

1.43. Currently, lessees and lessors are required to make a distinction between finance and 

operating leases. Where the lessee has substantially all the risks and rewards incidental 

to the ownership of an asset (a finance lease) it recognises a finance lease asset and 

liability on its balance sheet. Where the lessee does not have substantially all the risks 

and rewards incidental to the ownership of the asset (an operating lease) it recognises 

lease payments as an expense over the lease term. This treatment will continue under the 

Financial Reporting Standard 102 (FRS 102), the main Financial Reporting Standard 

applicable in the UK and Republic of Ireland. 

1.44. The new accounting standard will remove the distinction between finance leases and 

operating leases for a lessee. Going forward under IFRS 16 a lessee will recognise all 

leases on its balance sheet other than certain exempted leases which are of low value or 

are short term. 

1.45. This measure introduces legislative changes to ensure that certain rules which relied upon 

the distinction between finance and operating leases will continue to operate as intended 

providing certainty and stability for businesses, and ensuring that taxation of lessees is 

broadly consistent regardless of which accounting framework is adopted. 

1.46. Section 53 of FA 2011 was introduced in anticipation of these accounting changes but 

before the new accounting standard was settled. Section 53 has the effect of disregarding 

for tax purposes most changes in the accounting treatment for leases after 1 January 2011. 

This gave certainty to affected businesses, and permitted the government to consult fully 

over the future tax treatment of leases. However, it was not intended to be a long term 

solution. 

1.47. This measure repeals section 53 of FA 2011. This reduces the administrative costs for 

businesses by removing the requirement that a lessee, adopting IFRS 16 recalculate for 

tax purposes its lease accounting using the frozen accounting policy. 

1.48. The long funding lease rules in Part 2 of CAA 2001 provide that where a plant or machinery 

lease is in substance a funding lease for the lessee (because the effect of the lease is 



WSM Partners LLP   Autumn Budget 2018 

© 2018 The Professional Training Partnership www.ptptraining.com Page 10 

substantially equivalent to the lessee having borrowed funds to acquire the asset) the 

lessee is entitled to claim capital allowances on the asset even though they are not the 

legal owner. The changes ensure that those rules will continue to apply as intended for an 

IFRS 16 lessee. 

1.49. A lessee of plant and machinery using IFRS 16 will have a long funding finance lease if 

the lease is not short and it meets either the lease payments test or the useful economic 

life test. There is no need to distinguish between long funding operating leases and long 

funding finance leases for a lessee using IFRS 16 because all leases will be accounted 

for in the same way. Furthermore, this measure will ensure that a lessee using IFRS 16 

with a long funding finance lease will be able to adjust the deduction claimed in certain 

circumstances where the rentals increase or decrease. The schedule makes several 

simplifications to the tests to identify a long funding lease which are not connected to the 

accounting standard changes. 

1.50. The CIR rules operate to limit interest and other financing costs that are deductible for 

corporation tax purposes. These rules are consistent with the recommendations of Action 

4 of the OECD’s base erosion and profits shifting (BEPS) project. The OECD report 

recommended that the rules should apply to the finance cost element of finance lease 

payments. These changes to the legislation ensure that CIR continues to be consistent 

with the OECD’s recommendations, and mean that any interest restriction will not vary 

significantly depending on the accounting framework used. 

1.51. In particular, where a lessee has a right-of-use asset under IFRS the legislation will require 

the company to determine whether they would have accounted for the lease as a finance 

lease if they were required to determine whether the lease was a finance lease or not for 

accounting purposes. For leases classified as finance leases for tax purposes, any finance 

charges in the accounts are tax-interest amounts for CIR. For leases classified as 

operating leases for tax purposes, any finance charges in the accounts are not tax-interest 

amounts for CIR. Therefore lessees will not suffer any interest restriction on amounts paid 

in respect of operating leases. 

1.52. Lessees can opt to apply several accounting options upon adoption of IFRS 16 and under 

some of those options it is expected that they will recognise a transitional adjustment in 

equity. Under the change of basis provisions that amount would be recognised in the 

period of transition. In addition the adoption of IFRS 16 may lead to certain other provisions 

being remeasured. It is expected that most entities adopting IFRS 16 and who choose an 

adoption method that recognises a net transitional adjustment will have a net debit. The 

spreading of that transitional adjustment for tax purposes over the average remaining term 
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of the lessee’s leases therefore protects Exchequer receipts whilst ensuring fairness for 

lessees regardless of which of the accounting options they choose. 

Security deposits: construction industry scheme and corporation tax 

1.53. HMRC can require some businesses to provide a security, in the form of cash or a 

performance bond, where this is considered necessary to protect the revenue. Securities 

may be required where a taxpayer has a poor compliance record and in “phoenix” type 

cases where a business accrues a tax debt, goes into liquidation or administration and the 

person responsible for the operation of the business sets up again, with the risk of running 

up further tax debts. 

1.54. HMRC already has powers to require security in relation to some areas of business tax, 

including VAT and PAYE. However, there is no similar provision in respect of corporation 

tax liabilities or deductions made by contractors on account of their subcontractors’ income 

tax under the construction industry scheme. The government intends to extend the existing 

securities regime to these areas to address these gaps in the coverage of the regime and 

strengthen HMRC’s ability to deal effectively with potential defaulters. The clause is aimed 

and will be specifically targeted at the minority of businesses that seek financial gain from 

non-compliance with their tax obligations rather than those that are genuinely unable to 

pay. It will not affect those who are managing their debts with HMRC under agreed time 

to pay arrangements with which they are complying. 

1.55. This power will only apply where an HMRC officer considers the provision of a security is 

necessary to protect the revenue. The persons who may be required to provide a security 

will be specified in regulations and where a business is a company will include the 

company’s directors and officers. Regulations will also specify rights of review and appeal 

to provide appropriate safeguards for taxpayers. 

1.56. The clause allowing HMRC to make regulations for and in connection with the requirement 

to pay a security will come into force on the date that Finance Bill 2018 to 2019 receives 

Royal Assent, but regulations must be made before any securities can be required. HMRC 

intends to make regulations in order for this clause to come into effect on 6th April 2019 

and will publish the regulations in draft for comment. 

1.57. The government published a consultation document on the implementation of this 

measure on 13 March 2018. A response to the consultation is published alongside this 

draft legislation. 
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Increases to charities’ small trading exemption limits 

1.58. This measure will increase the small trading tax exemption limits for charities that apply to 

trading that does not relate to a charity’s primary purpose.  

1.59. Where a charity’s trading does not relate to its primary purpose, for example, a charity 

sells Christmas cards to raise additional funds, its profits are also exempt from tax if its 

turnover is below the small trading tax exemption limits. 

1.60. Depending on the particular circumstances of a case, the level of non-charitable trading is 

one consideration that the Charity Commission for England and Wales uses in determining 

whether an organisation was established for exclusively charitable purposes. 

1.61. Some charities’ governing documents may contain additional restrictions on non-

charitable trading. The change in the threshold for tax purposes does not override these 

provisions and charities will need to ensure that they comply with them even if they satisfy 

the new threshold for tax purposes. 

1.62. The table below shows how the current small trading tax exemption limits are applied 

across the three limits. 

Current limits 

Annual charity income Maximum non-primary purpose trading 

Under £20,000 £5,000  

£20,001 to £200,000 25% of your charity’s total annual 

turnover 

Over £200,000 £50,000 

New limits from 1/6 April 2019 

Annual charity income Maximum non-primary purpose trading 

Under £32,000 £8,000  

£32,001 to £320,000 25% of income 

Over £320,000 £80,000 
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2. Employment tax and national insurance contributions 

Company car tax rate 

2017-18 to 2020-21 

2.1. The appropriate percentages to be applied to list prices until 5 April 2021 were confirmed. 

Emissions 

of CO2 

 Multiple applied to list price 

 2017-18 2018-19 2019-20 2020-21 

    g/km 
zero 

emission 
miles 

 

    0g/km  2% 

0-50g/km 9% 13% 16% 2-50g/km 
>130  

70-129  

40-69  

30-39  

<30 

2% 

5% 

8% 

12% 

14% 

Up to 

75g/km 

13% 16% 19% 
51 – 54 

55 – 59 

60 – 64 

65 – 69 

70 - 74 

 15% 

16% 

17% 

18% 

19% 

Up to 

94g/km 

17% + 

1% for 

every 

5g/km 

(max 

37%) 

19% + 

1% for 

every 

5g/km 

(max 

37%) 

22% + 

1% for 

every 

5g/km 

(max 

37%) 

  23% + 

1% for 

every 

5g/km 

(max 

37%) 
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Diesels 

2.2. The 3% diesel supplement will continue until 5 April 2021, subject to a maximum 

percentage for diesel cars of 37%. 

2.3. For those vehicles registered on or after 1 January 1998 which are not RDE2 compliant, 

the supplement increased to 4% effective 6 April 2018, subject again to a maximum 

percentage of 37%. 

Van benefit charge 

Zero-emission vans  

2.4. Existing legislation continues to restrict the level of the van benefit charge for zero-

emissions vans to 20% of the charge for conventionally fuelled vans for 2019-20.  

Other vans 

2.5. The value of the benefit in kind for non-incidental private use of a van increased from 

£3,350 to £3,430 with effect from 6.4.19. 

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

use condition is met. 

Car and van fuel benefit charge: 2019-20 

2.7. The car fuel benefit charge multiplier increased from £23,400 to £24,100 for cars; and the 

value of benefit for fuel in vans from £633 to £655 with effect from 6.4.19.  

Optional remuneration arrangements: arrangements for cars and vans 

2.8. This measure addresses two anomalies in the Optional Remuneration Arrangements 

(OpRA) rules, by introducing legislation to: 

• ensure that when a taxable car or van is provided through OpRA, the amount 

foregone, which is taken into account in working out the amount reportable for tax 

and NICs purposes, includes costs connected with the car or van (such as 

insurance) which are regarded as part of the benefit in kind under normal rules 

• adjust the value of any capital contribution towards a taxable car when the car is 

made available for only part of the tax year. 

2.9. Under current rules, where the benefit of the availability of a taxable car or van is made 

through OpRA, the amount foregone by the employee in respect of the benefit is compared 

to the modified cash equivalent of the car or van – the greater value is reportable as the 

value of the benefit for tax and NICs purposes. 
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2.10. When ITEPA was originally introduced, the explanatory note was explicit that connected 

costs were regarded as part of the car benefit charge (and now also applies to the van 

benefit charge). During the introduction of section 7 and schedule 2 to the Finance Act 

2017, which introduced the OpRA provisions, an oversight meant that no provision was 

made to ensure the calculation of the amount foregone for a taxable car or van should be 

the total amount foregone, including any connected costs. 

2.11. In most instances information on the level of benefits from the benefit of the car and 

connected benefits are readily available and there should be no need to artificially 

disaggregate amounts foregone for the purpose of calculating the aggregate total amount 

foregone if so. 

2.12. The deduction in any tax year for a capital contribution towards a taxable car is 

automatically reduced on a pro-rata basis under the normal car benefit charge rules if the 

car is made available for only part of a tax year. Similar provisions were not included in 

section 7 and Schedule 2 to the Finance Act 2017 for calculating the relevant amount when 

a taxable car is provided through OpRA. This means that currently, where a taxable car is 

provided through OpRA, the amount deductible for capital contributions is overstated 

where a car is available only for a part year. 

2.13. Introduction of the OpRA legislation was announced at Autumn Statement 2016 and 

Finance Bill legislation was published in December 2016 for technical consultation. Neither 

of the issues subject to amendment in Finance Bill 2018-19 was identified in the responses 

to the consultation. 

2.14. Following introduction of the new OpRA rules in Finance Act 2017, HMT and HMRC were 

made aware of these anomalies. The government decided to take action to protect the 

Exchequer at the first opportunity. 

Exemption for benefit in form of vehicle-battery charging at workplace 

2.15. One of the current issues limiting the adoption of all-electric or plug-in hybrid vehicles by 

the general public is the worry about where they can be recharged. Many residential areas 

have limited charging facilities, especially where only on-street parking is available. 

2.16. If an employer provides battery charging facilities (including electricity) for a vehicle which 

is not a taxable car or van, the employee is provided with a benefit in kind which is liable 

to income tax and NICs. Taxable cars and vans are exempt from any charge under 

separate provisions in ITEPA. 

2.17. The government announced at Autumn Budget 2017 that they would introduce an 

exemption to remove any income tax or NICs liability for charging electric vehicles at work 
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with effect from 6 April 2018. This supports Air Quality and Climate Change initiatives by 

incentivising the take-up of all-electric and plug-in hybrid vehicles. 

2.18. The legislation provides that the exemption can apply where facilities are made available 

“at or near the workplace”. The words “at or near the workplace” are not defined in the 

legislation. However, HM Revenue and Customs take the same approach as for section 

237 (parking facilities), where the charging facilities made available are within a 

reasonable distance from the place of work having regard to the nature of the locality. 

2.19. The exemption does not extend to the reimbursement by employers of costs incurred by 

individuals or the provision of charging facilities when recharging vehicles away from the 

workplace. Where a vehicle is used in the performance of the duties of the employment, 

approved mileage allowance payments and mileage allowance relief may apply. 

Exemptions relating to emergency vehicles 

2.20. Typically, where a car is provided to an employee by an employer and is available for 

private use (including home to work commuting), the car benefit charge applies. However, 

these rules do not apply if the car is of a type not commonly used as a private vehicle and 

is unsuitable for private use. This definition applies to emergency vehicles with fixed 

flashing blue lights. This includes concealed lights as deployed in unmarked police cars. 

2.21. An emergency services employee is defined in legislation as working in the provision of 

the following services: police, fire, fire and rescue, ambulance, and paramedic. 

2.22. There is an existing exemption in Chapter 3 Part 4 of ITEPA for emergency vehicles if the 

only private use is for on-call commuting or for private journeys made while on-call. 

Emergency vehicles with more extended private use are not covered by that exemption. 

They fall within, and are taxed under, the use of assets legislation in Chapter 10 of Part 3 

of ITEPA. These rules tax assets, of any kind, made available for private use by an 

employer. These typically include a wide range of assets such as: helicopters, TVs, 

washing machines, yachts. 

2.23. HMRC had a long-standing practice of calculating the value of the benefit on these assets 

on the basis of time apportionment. However, this was later identified as an unlawful extra 

statutory concession on the basis of the Wilkinson rules. As a result, the use of assets 

legislation was amended by section 8 of the Finance Act 2017 with the intention of broadly 

reflecting long-standing practice in statute. 

2.24. Draft legislation was published in December 2016 for technical consultation. However, 

there were no responses and no indication that a number of emergency service staff were 

using emergency vehicles for private use in a way that meant the relevant exemption did 
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not apply. As a result of the changes to the use of assets legislation, some individuals 

faced a significant increase in the taxable value of the benefit. 

2.25. Although ordinary commuting is typically considered a private expense, extending the ‘on-

call’ exemption to allow for ordinary commuting in an emergency vehicle is designed to aid 

the provision of vital public services. 

2.26. The government recognises that the emergency services require flexibility to maintain fast 

response times to perform a vital public service. The changes to legislation being 

introduced should ensure that a tax charge will not discourage employees from taking 

vehicles home. Extending the scope of the emergency vehicles exemption should mean 

that more employees in the emergency services have no liability to a benefit charge. 

2.27. If the level of their current personal use means that employees are still taxable under the 

use of assets legislation, the transitional provisions will allow them, if they wish to do so, 

to review and possibly vary their contractual arrangements which might otherwise have 

significantly increased the tax charge for the private use of their emergency vehicle. 

Employees and employers will have time to consider whether or not to reduce the level of 

the private use of an emergency vehicle that is allowed in the knowledge that the new 

rules on use of assets will apply from 6 April 2020.  

Legislating the existing tax treatment of expenses for unpaid office-holders 

2.28. As announced at Budget 2018, the government will legislate in Finance Bill 2019-20 so 

that expenses paid or reimbursed to unpaid office-holders are exempt from income tax 

when incurred because of their voluntary duties. This places the existing concessionary 

treatment on to a statutory basis, providing certainty for those organisations engaging 

unpaid office-holders. Corresponding legislation will also be introduced to mirror the 

income tax exemption for National Insurance contributions. The change will have effect on 

and after Royal Assent of Finance Bill 2019-20. 

Exemption for expenses related to travel 

2.29. Benchmark scale rate (BSR) payments are payments or reimbursements in respect of 

certain types of subsistence expenses that are currently listed in regulations made under 

the power in section 289A(6)(a) ITEPA 2003: S.I. 2015/1948. These regulations cover 

meal allowances for employers to pay or reimburse their employees for food and drink 

costs that would otherwise be tax deductible. 

2.30. This clause will provide that these expenses may be paid or reimbursed using benchmark 

scale rates without requiring an employer to check amounts spent in order to make the 

payments free from tax. Instead, legislation will only require employers to ensure that 
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employees are undertaking qualifying travel on the occasions in respect of which a 

payment is made or reimbursed (ie travel for which a deduction would be allowed under 

Chapter 2 or 5 of Part 5 ITEPA 2003). 

2.31. BSR cover modest meal allowances with which employers can reimburse their employees 

for food and drink costs, as follows: 

 

Travel time Description of 
meal allowance 

Maximum total Maximum total 
if travel is still 

ongoing at 8pm 

5 hours or more Up to £5 £5 £15 

10 hours or more Up to £10 £10 £20 

15 hours or more and 

ongoing at 8pm 

Up to £25 £25 £25 

 

2.32. Overseas scale rates (OSR) are amounts currently set out in HMRC guidance. Employers 

can use these rates for paying or reimbursing accommodation and subsistence expenses 

to employees, whose duties require them to travel abroad, free of tax and NICs. 

2.33. OSR are amounts published in HMRC guidance that employers can pay or reimburse their 

employees who travel abroad on business without deducting tax or NICs or reporting the 

payment to HMRC. 

2.34. The amounts cover accommodation and subsistence costs. They are dependent on the 

country and city the employee visits along with the length of time of the visit. Many 

employers find the OSR a useful and simple way to reimburse employees for the costs 

that they incur when travelling abroad for work. 

2.35. This legislation will allow HMRC to bring the concessionary exemption for overseas scale 

rates into legislation. Similar to benchmark scale rates, there will be no requirement for 

employers to check amounts spent in order to pay or reimburse employee expenses using 

overseas scale rates free from tax, but they will need to ensure the employees are 

undertaking qualifying travel on the occasions in respect of which a payment is made or 

reimbursed. 

Beneficiaries of tax-exempt employer-provided pension benefits 

2.36. When an employer provides for death in service benefits through a life assurance policy 

or provides retirement benefits through a qualifying relevant overseas pension scheme, 

the employee will usually name a beneficiary to receive any payment due upon their death 

and may be able to name a beneficiary to receive their retirement benefit. Prior to this 

provision premiums paid into these schemes by the employer are tax exempt if the named 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/359797/2014_Worldwide_subsistence_rates.pdf
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beneficiary of the employee's death or retirement benefit is the employee, a member of 

the employee's family or a member of their household. The current tax definitions of family 

and household only cover: spouse, civil partners, parents, children and dependents, 

domestic staff and the employee's guests. 

2.37. This clause modernises the exemption to ensure the tax charge remains relevant and fair. 

Extending the exemption to include any named individual as beneficiary allows the 

employee to nominate their preferred recipient irrespective of their relationship to the 

employee in law. This ensures that employees throughout the workforce are treated fairly 

and proportionately with employees in marriages or with close family. The exemption will 

also allow employees to nominate a registered charity, which is consistent with existing 

government policy of providing tax relief on charitable donations. 

Response to the consultation on taxation of self-funded work-related training costs 

2.38. Following consultation responses indicating that tax relief is unlikely to be effective in 

addressing the barriers to learning or incentivising training, the government is maintaining 

the scope of tax relief currently available to employees and the self-employed for work-

related training costs. 

Address non-compliance with the off-payroll working rules 

2.39. As announced at Budget 2018, the government will legislate in Finance Bill 2019-20 to 

reform the off-payroll rules in the private sector. Responsibility for operating the existing 

off-payroll working rules, and deducting any tax and NICs due, will move from individuals 

to the organisation, agency or other third party paying an individual’s personal service 

company. Small organisations will be exempt and this change will bring private sector 

organisations in line with public sector bodies and agencies. The change will come into 

effect from 6 April 2020. 
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NATIONAL INSURANCE CONTRIBUTIONS 

NIC rates 

2.40. The rates for the 2019-20 tax year are as follows:  

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

Earnings per week Threshold April 2019-20 Threshold April 2019-20 

Below primary threshold / secondary threshold £166   £8,632 Nil  £8,632 Nil  

Above primary threshold/ secondary threshold £166  12%  13.8% 

Below upper secondary threshold for under 21’s and 
apprentices £962 

   0% 

Above upper earnings limit £962 £50,000 

 

2% n/a  13.8% 

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

Profits per year  Limit April 2019-20 Limit April 2019-20 

Below small earnings threshold  £6,365 Nil - - 

Above small earnings threshold to lower profits limit   £3.00/week - - 

Lower profits limit to upper profits limit     £8,632 9%  

Above upper profits limit    £50,000 

 

2%  

Notes 

• The lower earnings limit for 2019-20 will be £118 per week. 

• 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/UEL 

is 0%. 

• The employment allowance remains at £3,000. 

• Class 2 NICs are paid at a weekly flat rate of £3.00 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 increase to £3.65 per week; and those for 

volunteer development workers to £5.90 per week. 

• Class 3 contributions are increased to £15.00 per week. 

Employment allowance reform 

2.41. As announced at Budget 2018, the government will legislate to restrict access to the NICs 

employment allowance to employers with an employer NICs liability below £100,000 in 

their previous tax year. Where employers are connected under the Employment Allowance 

rules the threshold will apply to their aggregated liability. This change will take effect from 

2020. 
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Delay to NIC reforms of termination payments and income from sporting 

testimonials 

2.42. As announced at Budget 2018, the government will not abolish Class 2 NICs during this 

Parliament. There are two remaining measures in the draft NICs Bill published on 5 

December 2016: reforms to the NICs treatment of termination payments and income from 

sporting testimonials. The government still intends to legislate for these reforms, which will 

take effect from April 2020. 

 

https://www.gov.uk/government/collections/national-insurance-contributions-bill-2016
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3. Personal income tax 

Personal allowances 

3.1. From 6 April 2019, the personal allowance increased to £12,500 and the higher rate 

threshold to £50,000. 

£ per year (unless stated) 2019-20 

rUK 

2019-20 

Scottish 

2018-19 

rUK 

2018-19 

Scottish 

Personal allowance £12,500 £12,500 £11,850 £11,850 

Personal allowance (born before 6.4.38) n/a n/a n/a n/a 

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

Transferable married allowance £1,250 £1,250 £1,190 £1,190 

Married couple's allowance* (age 80 and over)  £8,915 £8,915 £8,695 £8,695 

Married couple's allowance* - minimum amount  £3,450 £3,450 £3,360 £3,360 

Income limit for allowances – born before 6.4.48 £29,600 £29,600 £28,900 £28,900 

Blind person's allowance  £2,450 £2,450 £2,390 £2,390 

Dividend allowance 

Personal savings allowance (basic rate taxpayers) 

Personal savings allowance (higher rate taxpayers) 

£2,000 

£1,000 

£500 

£2,000 

£1,000 

£500 

£2,000 

£1,000 

£500 

£2,000 

£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. 

3.2. These thresholds will remain set at £12,500 and £50,000 for 2020-21 and will be increased 

in line with CPI thereafter. 

3.3. The table below sets out the thresholds to include the changes from this measure. 

Thresholds from 2021-22 onwards have been forecast in line with the Office for Budget 

Responsibility’s Budget 2018 forecasts of CPI inflation and will be subject to change. 

 

 

3.4. The national Insurance contributions upper profits and upper earnings limits are aligned to 

the higher rate threshold and will therefore also increase in 2019-20. 

 

 

  2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 

Personal Allowance (PA) £11,850 £12,500 £12,500 £12,760 £13,030 £13,310 

Basic Rate Limit (BRL) £34,500 £37,500 £37,500 £38,300 £39,200 £40,100 
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Income tax rates for 2019-20 

3.5. The Budget confirms the continuation of the starting rate of 0% on savings income up to a 

£5,000 limit. Savings income in excess of £5,000 is chargeable in the normal way, subject 

to the personal savings allowance for 2016-17 et seq. 

3.6. The national Insurance contributions 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. 

Tax treatment of social security benefits  

3.7. Social security benefits are administered by a number of different UK government 

departments and the devolved administrations. 

3.8. The tax treatment of social security benefits is legislated for in Income Tax legislation. The 

tax treatment of new benefits should be confirmed when each one is introduced. 

3.9. The Scottish government’s fiscal framework underpins the powers over tax and welfare 

that are devolved to Scotland through the Scotland Act. 

3.10. This states that “any new benefits or discretionary payments introduced by the Scottish 

government will not be deemed to be income for tax purposes, unless topping up a benefit 

which is deemed taxable such as carer’s allowance”. 

3.11. The Scottish government is introducing five social security payments: 

• young carer grant; 

• best start grant; 

• funeral expense assistance; 

• discretionary housing payments; 

• carer’s allowance supplement. 

3.12. The government is also confirming the tax treatment of another four social security 

benefits. These are the: 

• council tax reduction scheme, discretionary housing payments and the flexible 

support fund, overseen by the UK government; 

• discretionary support scheme, overseen by the Northern Ireland executive. 
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3.13. This measure will have effect on and after the date of Royal Assent to Finance Bill 2018-

19. 

Dividend taxation 

3.14. Finance Act 2016 replaced the lower tax rates applicable to dividend income with a new 

£5,000 dividend tax allowance for all taxpayers, accompanied by increased tax rates on 

dividend income. These rates were set at 7.5%, 32.5% and 38.1%, equivalent to an 

increase of 7.5% where dividend income exceeded £5,000. 

3.15. Finance (No2) Act 2017 reduced the amount of dividend income that is charged at the nil 

rate by section 13A to £2,000 from tax year 2018-19 and no chnge has been announced 

for 2019-20. 

The pensions lifetime allowance 

3.16. The value of the lifetime allowance will increase to £1,055,000 with effect from 6 April 

2019. 

ISAs: limits on investment 

3.17. The total amount an individual can save each year into all ISAs remains at £20,000 for 

2019-20. 

Disposals of assets by non-UK residents and payments on account etc 

3.18. This clause and these Schedules build on recent changes to the taxation of gains arising 

on the disposal of land and property. 

3.19. Since April 2015, certain non-resident persons (including individuals, trustees and closely-

held companies) have been generally chargeable to capital gains tax (NRCGT) on gains 

arising on the disposal of UK residential property interests. 

3.20. Prior to that, certain persons (mainly companies), wherever resident, became chargeable 

to CGT on gains arising on disposals of residential property that were chargeable to the 

annual tax on enveloped dwellings (ATED-related gains). 

3.21. In March 2017, in its consultation Non-resident companies chargeable to income tax and 

non-resident CGT, the government explored bringing non-UK resident companies with 

gains from the disposal of UK residential property interests within the scope of corporation 

tax (rather than NRCGT). This clause and Schedule 1 give effect to that. 

3.22. In November 2017, in its consultation Taxing gains made by non-residents on UK 

immovable property, the government consulted on proposals to extend the UK’s tax base 

to gains arising to all non-UK residents on direct and indirect disposals of all forms of UK 
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land, and to harmonise the rules relating to ATED-related CGT. This clause and Schedule 

1 give effect to these proposals, including the abolition of the charge to ATED-related CGT. 

3.23. The existing administration of NRCGT requires affected persons to: 

• make a return (a NRCGT return) when a UK residential property interest is 

disposed of (whether or not a gain arises), 

• deliver the return to HMRC within 30 days of the completion of the disposal, and 

• where the disposal is made for a gain, to make a payment on account. A payment 

on account is not required where the person makes self assessment returns, such 

as in relation to chargeable income. 

3.24. In its summary of responses to its consultation Taxing gains made by non-residents on UK 

immovable property, the government confirmed the extension of the existing NRCGT 

reporting and payment on account principles to disposals with chargeable gains covered 

by the consultation. This clause and Schedule 2 give effect to these proposals. 

3.25. At Autumn Statement 2015 the government announced the introduction from April 2019 of 

a requirement on UK residents to make payments on account of CGT for residential 

property gains. Budget 2017 announced deferral of its introduction until April 2020. 

3.26. In April 2018, in its consultation Payment window for residential property gains, the 

government conducted a technical consultation on the proposals announced at Autumn 

Statement 2015 and removing the exceptions from making a payment on account that 

apply to non-residents. This clause and Schedule 2 give effect to these proposals. 

3.27. This legislation is published in draft, and further provisions will be made as noted in the 

body of the Explanatory Notes. Specific provision will also be made by a separate 

Schedule to TCGA 1992 for how the rules for charging non-UK residents’ gains on 

interests in UK land will apply to collective investment vehicles. 

Shared occupancy test for rent-a-room relief 

3.28. Rent-a-room relief provides income tax relief for those letting out furnished 

accommodation. It was introduced in 1992 to encourage individuals to make spare 

capacity in their homes available for rent. The government intended this to increase the 

quantity and variety of low-cost rented accommodation, giving more choice to tenants and 

making it easier for people to move around the country for work. 

3.29. Rent-a-room relief gives relief from Income Tax for up to £7,500 of income to individuals 

who let furnished accommodation in their only or main residence. 
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3.30. In the last 25 years the housing market has changed significantly. The private rented sector 

has more than doubled in size, and the emergence and growth of online platforms in 

particular, have made it easier than ever for those with spare accommodation to access a 

global network of potential occupants. 

3.31. The objective of this clause is to ensure that rent-a-room relief is better targeted to achieve 

its objective of incentivising individuals with spare accommodation (that might otherwise 

go unused) to share their homes. 

3.32. Following consultation, and to maintain the simplicity of the system, the government will 

not include legislation for the ‘shared occupancy test’ in Finance Bill 2018-19. 

Gift aid: restrictions on associated benefits 

3.33. Gift Aid is generally only allowed on donations that are freely given. However, certain small 

benefits are allowed to be given as a thank you to donors without the charity losing Gift 

Aid tax relief on the donation, provided the value of benefits is within certain limits. At 

present, there are three different thresholds that determine the value of benefits that 

charities may give to donors whilst still being able to claim Gift Aid on the full amount of 

the donation. The same thresholds also apply to benefits given to companies for making 

a donation to a charity. 

3.34. The changes in this measure will introduce a simpler and a more generous two threshold 

benefit valuation rule for charities making it easier to claim Gift Aid on eligible donations 

and so increase the overall number and value of claims. 

Penalties for failure to make returns and deliberately withholding information 

3.35. Taxpayers are required to submit tax returns by specified dates. When taxpayers submit 

their returns late they generally incur a penalty. There are currently a range of different 

penalties that penalise the same behaviour in different ways across different taxes. 

3.36. The government wishes to encourage compliance with regular return submission 

obligations but does not want to punish taxpayers who make occasional mistakes. The 

new late submission penalty regime, announced at Autumn Budget 2018, is designed to 

be proportionate, penalising only the small minority who persistently fall foul of the rules. 

Consistent compliance will be encouraged by the opportunity to clear penalty points 

without incurring a penalty charge. A stronger deterrent is provided in cases where 

behaviour is shown to be deliberate, and also by other compliance tools. The new regime 

is designed to be applicable to as many taxes with regular filing obligations as possible to 

provide a clear, transparent and consistent approach for taxpayers and HMRC. 
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3.37. The new points-based penalty regime will only apply to returns (including Making Tax 

Digital regular updates) with a regular filing frequency, for example monthly, quarterly or 

annually. It will not apply to occasional returns (for example a return required for a one-off 

transaction), which will continue to be covered by the current penalty regime for the 

relevant return. 

3.38. The new regime is likely to initially apply to regular VAT and ITSA obligations. Other excise, 

environmental, insurance and transport taxes are included within the scope of legislation 

since the government intends to introduce the new regime more widely after VAT and 

ITSA. The government intends to bring Corporation Tax within the scope of the regime at 

a later date. 

3.39. The regime has been developed through three separate consultations. The first 

consultation entitled 'HMRC penalties: a discussion document' ran from 2 February to 11 

May 2015, leading to the 2016 consultation 'Making Tax Digital: Tax Administration' which 

ran from 15 August to 7 November 2016 and the latest consultation 'Making Tax Digital - 

sanctions for late submission and late payment' which ran from 20 March to 11 June 2017. 

The latter consultation proposed three different penalty models, resulting in the majority of 

respondents favouring the points based model above the others. The summary of 

responses to this consultation was published on 1 December 2017 and at the same time 

the government announced it would be taking forward the points based model. Responses 

to all of these consultations have helped to shape the details of the new penalty regime. 

Gift Aid small donations scheme 

3.40. This measure was announced at Budget 2018. 

3.41. GASDS was introduced in April 2013 and reviewed in 2016. One of the changes made as 

a result of that review was to allow small donations under the scheme to be made by 

contactless payments from April 2017. 

3.42. The limit on donations by contactless payment was the same as the limit on small cash 

donations made under this scheme. 

3.43. Currently the Gift Aid small donations scheme (GASDS) only applies to donations of £20 

or less made by individuals in cash or by contactless payment. This measure will increase 

the limit to £30. 

3.44. Following stakeholder feedback the government has decided to increase the individual 

donations limit for GASDS to £30. A consultation is not needed to make this small change. 
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Retail Gift Aid: reducing the frequency of letters to donors 

3.45. As announced at Budget 2018, the government will introduce a change to the Retail Gift 

Aid scheme from April 2019, relaxing the requirement to issue letters annually to donors. 

Charities will be able to choose to issue letters once every three years rather than every 

year, where a donor’s total donations in a tax year are worth less than £20. 

Penalties for failure to pay tax 

3.46. Customers are required to pay tax owed by specific payment dates. If a customer fails to 

pay their tax on time then they are liable to a penalty in most tax regimes. Currently the 

value of the penalty applied to customers is varied which can lead to disparity depending 

upon which tax is owed. 

3.47. The government wishes to encourage customers to pay their tax on time or make contact 

to discuss solutions to resolve the situation. The new late payment penalty regime has 

been introduced to ensure that those who pay their tax on time are not disadvantaged by 

those who do not and to incentivise payment on time where possible. It ensures that 

customers who have a reasonable excuse for not paying on time or who contact HMRC 

with the aim of resolving the issue are not negatively affected. 

3.48. The new regime is likely to initially apply to regular VAT, CT and ITSA obligations. Other 

excise, environmental, insurance and transport taxes are included within the scope of 

legislation since the government intends to introduce the new regime more widely after 

VAT and ITSA. 

3.49. The regime has been the subject of consultation on three occasions, initially as part of 

‘Making Tax Digital: Tax Administration’ responses document published on 31 January 

2017, then as part of the consultation ‘Making Tax Digital: sanctions for late submission 

and late payment’ responses document published on 1 December 2017 and then finally 

as ‘Making Tax Digital: interest harmonization and sanctions for late payment’ consultation 

published on 1 December 2017 and responses document published alongside the draft 

legislation. 

Time limits for assessments involving offshore matters: IT, CGT and IHT 

3.50. It can take longer to establish the facts in cases involving offshore assets and structures 

as it can be more difficult to access the information needed to understand the transactions. 

This section has been introduced to give HMRC more time to make assessments in these 

offshore cases. 

3.51. This measure was announced in Autumn Statement 2017 as part of the government’s 

strategic response to offshore tax evasion, avoidance and non-compliance. 
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3.52. The government will legislate in Finance Bill 2018-19 to increase the assessment time limit 

for offshore tax non-compliance to 12 years for income tax, capital gains tax and 

inheritance tax.  

3.53. Where there is deliberate behaviour the time limit remains at 20 years.  

3.54. Following consultation in summer 2018, the legislation clarifies that the extended time 

limits will apply unless international agreements mean HMRC already has the information 

needed to assess the tax due. 
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4. Capital taxes 

CAPITAL GAINS TAX 

Annual exempt amount 

4.1. As announced in Autumn Budget 2018, the annual exempt amount for capital gains tax 

increased by £300 to £12,000 for 2019-20. 

4.2. Trustees are entitled to half this amount, £6,000. 

Entrepreneurs’ relief: minimum qualifying period extension 

4.3. The measure increases this minimum period throughout which certain conditions must be 

met to be eligible for entrepreneurs’ relief from one year to two years. There are special 

provisions for cases where the business ceased before 29 October 2018. 

4.4. Legislation will be introduced in Finance Bill 2018-19 to amend sections 169I, 169J, 169K 

and 169O and the Taxation of Chargeable Gains Act 1992, which specify periods 

throughout which conditions must be met in order for relief to be due. The periods will 

increase from one year to two years as follows: 

• section 169(3) will be amended so that where a claimant has disposed of a business 

or part of a business, he must have carried on that business for two years ending at 

the time of the disposal; 

• section 169(4) will be amended so that where a claimant has disposed of an asset 

used at the time the business ceased, the business must have been carried on by the 

claimant for two years; 

• subsections (6), (7), (7B) and (7C) of section 169I will be amended so that where a 

claimant has disposed of shares in a company, the qualifying conditions in relation to 

companies must have been met for three years ending at the time of the disposal; 

• section 169K will be amended so that where a claimant has disposed of an asset used 

in a business after disposing of the business (a ‘disposal associated with a relevant 

material disposal’), that asset must have been used in the business for two years; 

• sections 169J and 169O will be amended so that the qualifying conditions in relation 

to trust business assets must have been met for two years. 

4.5. Transitional rules will apply where the claimant’s business ceased before 29 October 2018, 

so that the old one year period will continue to apply to claims on disposals of assets within 
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three years of cessation. The business will need to have been carried on for only one year 

prior to cessation (paragraph 4 of the schedule). 

4.6. Where the claimant’s personal company ceased to be a trading company (or the holding 

company of a trading group) before 29 October 2018 the old one year period will continue 

to apply to disposals of shares within 3 years of cessation. The company will need to have 

been a trading company (etc) for only one year prior to cessation. 

4.7. New subsections (7ZA) and (7ZB) of section 169I will provide that where the claimant 

disposes of shares in their personal company which they received as consideration for 

transferring their business to the company, the measure will provide for the pre-transfer 

period to be taken into account in deciding whether the new two year qualifying period 

condition is met. 

4.8. The measure will have effect for disposals on or after 6 April 2019, except where a 

business ceased before 29 October 2018. 

Entrepreneurs’ relief: definition of a ‘personal company’ 

4.9. Legislation will be introduced in Finance Bill 2018-19 to add 2 new conditions to the 

definition of an individual’s personal company in section 169S(3). Both conditions, as well 

as the existing ‘share capital’ and ‘voting rights’ conditions must be met. The new 

conditions require the individual to be beneficially entitled to at least: 

• 5% of the company’s distributable profits 

• 5% of its assets available for distribution to equity holders in a winding up 

4.10. References to the company include any other company which is a member of the same 

group. 

4.11. The same two new conditions are added to: 

• the conditions for relief on associated disposals in section 169K(1B), so that they 

must both be met in relation to a material disposal consisting of shares before an 

associated disposal of an asset can qualify for relief 

• the conditions for the withholding of relief on goodwill at section 169LA(1), so in 

addition to the existing 2 conditions, if either of the new conditions is met following 

a disposal of goodwill to a close company, then relief will not be due. 

4.12. The measure will have effect for disposals on or after 29 October 2018. 
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Comment 

According to the Policy Paper, “this measure ensures that the claimant has a true material 

stake in business in order to claim entrepreneurs’ relief. Having such an interest is 

characteristic of true entrepreneurial activity (as distinct from simple investment or 

employment), so the measure ensures that allowable claims are limited to those which are 

within the spirit of the relief. This is part of the government’s policy of supporting 

enterprise”. 

Entrepreneurs’ relief: company ceasing to be an individual’s personal company 

4.13. This clause has been introduced following of representations from stakeholders that the 

‘personal company’ requirement for entrepreneurs’ relief could sometimes act as a barrier 

to growth in companies. Currently for a gain on a disposal of shares or securities in a 

company to qualify for entrepreneurs’ relief the claimant must have at least 5% of the 

voting rights in the company by virtue of holding at least 5% of the ordinary share capital 

of the company, for a period of one year leading up to the disposal. This may lead to 

shareholders being unwilling to accept external investment because doing so would ‘dilute’ 

their shareholding below the 5% threshold. 

4.14. This clause allows individuals whose shareholding has been ‘diluted’ below the 5% 

threshold to retain entrepreneurs’ relief on gains which accrue prior to dilution, thus 

removing the perceived barrier to growth. It does this by allowing them to treat their 

shareholding as having been disposed of and reacquired at market value at the time of 

dilution. It also allows them to defer the gain that results from this until the shares are 

actually disposed of, thus avoiding a ‘dry’ tax charge. 

4.15. This is part of the government’s response to the patient capital review and, and is in line 

with the government’s policy of supporting enterprise and entrepreneurship. 

Payment of CGT exit charges 

4.16. The proposed changes set out in the schedule implement recent decisions of the Court of 

Justice of the European Union where the compatibility of member state exit charges with 

Article 49 of the Treaty on the Functioning of the European Union was considered. Article 

49 is concerned with the Freedom of Establishment of EU nationals. 

4.17. The changes apply only to individuals that are nationals of the EU or EEA, who trade 

through a branch or agency in the UK, and trustees of UK resident trusts both of whom 

are seeking to exercise their rights of establishment within the EU/EEA. 

4.18. Where after exercising those rights: 
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• the individuals cease trading in the UK or move trading assets outside of the UK; 

or 

• the UK resident trust moves its residence out of the UK, 

a charge, “the exit charge”, may arise on any unrealised gains on assets they hold. This 

provision allows, in certain circumstances, for those persons to defer payment of that 

charge and to opt to pay it in six equal instalments, with interest. 

Capital gains tax and corporation tax: taxing gains made by non-residents on UK 

immovable property 

4.19. This measure extends the scope of the UK’s taxation of gains accruing to non-UK residents 

to include gains on disposals of interests in non-residential UK property. It also extends 

the charge on gains on disposals of interests in residential property to diversely held 

companies, those widely held funds not previously included, and to life assurance 

companies. The measure also taxes non-UK residents’ gains on interests in UK property 

rich entities (for example, selling shares in a company that derives 75% or more of its value 

from UK land). 

The measure will have effect for disposals made on or after 6 April 2019, although an anti-

forestalling rule detailed in a Technical Note published at Autumn Budget 2017 has effect 

for arrangements entered into on or after 22 November 2017. The targeted anti-avoidance 

rule in Chapter 4 of the new Schedule 1A relating to indirect disposals will have effect for 

arrangements entered into on or after 6 July 2018. 

4.20. All non-UK resident persons, whether liable to capital gains tax or corporation tax, will be 

taxable on gains on disposals of interests in any type of UK land. The elections for the 

non-resident capital gains tax rules not to apply for certain persons have been removed. 

UK land is defined for this measure using existing definitions. The definition of an interest 

in UK land is in a new section 1C, and follows existing definitions under the Taxes Acts. 

Residential property gains are defined in a new Schedule 1B. 

4.21. All non-UK resident persons will also be taxable on indirect disposals of UK. The indirect 

disposal rules will apply where a person makes a disposal of an entity that derives 75% or 

more of its gross asset value from UK land. There will be an exemption for investors in 

such entities who hold a less than 25% interest. The gains on indirect disposals will be 

calculated using the value of the asset being disposed of, rather than the value of the 

underlying UK land. The indirect disposal rules are incorporated in a new Schedule 1A to 

TCGA. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/661470/Taxing_gains_made_by_non-residents_on_UK_immovable_property_-_technical_note.pdf
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4.22. The 75% property richness test will look at the gross assets of the entity being disposed 

of. Where a number of entities are disposed of in one arrangement, their assets will be 

aggregated to establish whether the 75% test is met. Any assets other than land that are 

the counterpart to a liability in another entity in the arrangement will not be included –for 

example an intra-group loan credit balance in an entity would not be considered where the 

debtor is disposed of in the same arrangement. As an example, a holding company is sold 

with no other assets apart from one 100% subsidiary with £1m of UK land, and another 

with £1m of plant and machinery. The proportion of UK land in the holding company’s 

gross asset value is 50%, based on aggregating its assets and those of the subsidiaries. 

4.23. The 25% ownership test will look for situations where the person holds at the date of 

disposal, or has held within two years prior to disposal, a 25% or more interest in the 

property rich company. This holding may be directly, or through a series of other entities. 

Interests in the entity held by certain persons connected with the person making the 

disposal will be aggregated in establishing whether the 25% threshold is met. This will use 

a modified version of the tests in section 286 of TCGA, but subsections (2) and (8) would 

be limited to direct lineal ancestors and descendants of the person or their spouse or civil 

partner, and subsection (4) relating to partners will not apply. The 25% ownership 

exemption on an indirect disposal under Schedule 1A will not be available for those non-

residents investing in UK property rich collective investment vehicles. 

4.24. Interests in entities will be established through shareholdings, partnership interests, or 

interests in settled property, modelled on the tracing provisions in section 356OR of CTA 

2010. 

4.25. There will be a trading exemption so that disposals of interests in property rich entities that 

are trading before and after the disposal will not be chargeable disposals where the land 

is used in the trade. This is likely to apply where, for example, a non-UK resident disposes 

of shares in a retailer which owns a significant value of shops. 

4.26. The normal anti-avoidance rules for capital gains will apply, and in addition there will be 

anti-avoidance rules to target the provisions for indirect disposals. The anti-forestalling 

rule, which commenced at 22 November 2017 and targets arrangements that use 

provisions of Double Tax Treaties to escape the charge on non-UK residents, will be 

incorporated into the ongoing anti-avoidance provisions. There will be provisions to charge 

UK resident companies in the same group as a non-UK resident making the disposal who 

fails to pay the tax due. 

4.27. All non-UK resident companies, including close companies, will be charged to corporation 

tax rather than capital gains tax on their gains. 
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4.28. Existing reliefs and exemptions available for capital gains will be available to non-UK 

resident, with modifications where necessary. Those who are exempt from capital gains 

for reasons other than being non-UK resident will continue to be exempt. 

4.29. Losses arising to non-UK resident companies under the new rules will be available in the 

same way as capital losses for UK resident companies. Capital gains tax losses will follow 

the existing rules for non-resident capital gains tax losses. 

4.30. There will be options to calculate the gain or loss on a disposal using the original 

acquisition cost of the asset or using the value of the asset at commencement of the rules 

in April 2019. Both options will be available for both direct and indirect disposals. Where 

the original cost basis is used to calculate an indirect disposal and this results in a loss it 

will not be an allowable loss. These will be incorporated in a new Schedule 4AA to TCGA. 

4.31. Reporting requirements for non-UK residents in Taxes Management Act 1970 will be 

replaced by a new Schedule to the Finance Act (as explained in the ‘Tax Information and 

Impact Note Capital Gains Tax: Payment window for property gains’) and expanded to 

include the further types of disposal under the new rules. 

4.32. Where a UK Real Estate Investment Trust within Chapter 12 of the Corporation Tax Act 

2012 is UK property rich, its gains on disposals of UK property rich entities will be 

exempted under the same mechanism as disposals of property under the existing section 

535 of that Act. 

4.33. The provisions relating to ATED-related capital gains tax will be abolished. 

INHERITANCE TAX 

Inheritance tax allowance 

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

band of £325,000 until 2020-21.  

4.35. The residential nil rate band increases to £125,000 for 2018-19, as previously announced. 

Time limits for proceedings involving offshore matters: IHT 

4.36. It can take longer to establish the facts in cases involving offshore assets and structures. 

This section has been introduced to give HMRC more time to bring proceedings in these 

offshore cases. 

4.37. The government will legislate in Finance Bill 2018-19 to increase the assessment time limit 

for offshore tax non-compliance to 12 years for income tax, capital gains tax and 

inheritance tax.  
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4.38. Where there is deliberate behaviour the time limit remains at 20 years.  

4.39. Following consultation in summer 2018, the legislation clarifies that the extended time 

limits will apply unless international agreements mean HMRC already has the information 

needed to assess the tax due. 

IHT: changes to residence nil rate band 

4.40. This measure introduces minor technical amendments to the residence nil rate band 

(RNRB) relating to downsizing provisions and the definition of ‘inherited’ for RNRB 

purposes, and applies to deaths occurring on or after 29 October 2018. 

4.41. Legislation will be introduced in Finance Bill 2018-19 to amend: 

• Section 8FE Inheritance Tax Act 1984 to ensure that the value of any part of a 

residence that is inherited by an exempt beneficiary is taken into account in 

determining a person’s lost relievable amount; and 

• Section 8J Inheritance Tax Act 1984 to ensure that where a residence forms part of a 

person’s estate immediately before their death as a gift with reservation of benefit, in 

accordance with Section 102(3) FA 1986, it will only be treated as being inherited by 

a direct descendant if the property became immediately comprised in the direct 

descendant’s estate as a result of the original gift. 
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STAMP DUTY LAND TAX 

Changes to periods for delivering returns and paying tax 

4.42. This clause will improve the efficiency of the SDLT system. The majority of returns are 

already filed within 14 days of the transaction. It will not change liabilities for the purchaser. 

4.43. When a chargeable transaction is notifiable, a return must be filed and any tax due, paid 

within the time limit set out in the legislation. Generally, a transaction is notifiable where 

the chargeable consideration is £40,000 or more. The provisions that define notifiable 

transactions are at sections 77 and 77A, and paragraphs 3(5) and 4(4A) of Schedule 17A 

Finance Act 2003. 

4.44. For most notifiable transactions, the time limit to file the return and pay any tax runs from 

the effective date of the transaction. The ‘effective date of the transaction’ is defined at 

section 119 Finance Act 2003 and is usually the completion date. 

4.45. Further provisions in relation to reducing the time limit and improving the return will be 

made later this year by amending the Stamp Duty Land Tax (Administration) Regulations 

2003 (SI 2003/2837). 

First-time buyers relief - extension of relief to all purchasers of qualifying shared 

ownership property 

4.46. As announced at Budget 2018, the government will extend first-time buyers relief to 

include qualifying shared ownership property purchases, whether or not the purchaser 

elects to pay SDLT on the market value of the property. The first £300,000 of an initial 

share purchased will not be liable to SDLT. The remainder of the initial share will be 

chargeable at 5% on amounts over £300,000. No SDLT will be chargeable on the lease. 

Relief is not available on any further shares purchased. 

4.47. The relief will not apply to purchases of properties valued over £500,000.  

4.48. This change will apply to relevant transactions with an effective date on or after 29 October 

2018, and will also be backdated to 22 November 2017. 

Higher rates for additional dwellings - minor amendments 

4.49. The measure will  

• extend the time allowed to claim back higher rates for additional dwellings where 

an individual sells their old home within 3 years of buying their new one; and 

• clarifies the meaning of ‘major interest’ in land for the general purpose of higher 

rates for additional dwellings. 
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4.50. Paragraph 8(3) (a) of schedule 4ZA will be amended so that a successful reclaim must be 

made by the later of: 

• 12 months from selling the old home; or 

• a year from the filing date for the SDLT return for the new home. 

4.51. While HMRC’s view is that the higher rates for additional dwellings legislation as it stands 

enables them to tax all purchases of undivided shares in land, paragraph 2 of the main 

schedule will be amended to put the position beyond doubt, and make clearer that a major 

interest in a dwelling includes an undivided share in a dwelling for the purpose of the higher 

rates for additional dwellings. 

4.52. Both changes will take effect from 29 October 2018. The time limit changes will apply 

where the effective date of sale of the old home is on or after that date. 

ANNUAL TAX ON ENVELOPED DWELLINGS 

Increased charges 

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

Property value  Annual charge in 2019-20 

£500,000 - £1m £3,650 

£1m - £2m £7,400 

£2m-£5m  £24,800 

£5m-£10m  £57,900 

£10m-£20m  £116,100 

£20m+  £232,350 

4.54. The new charges will apply from 1 April 2019. 

Comment 

Delegates are reminded that all enveloped properties should have been revalued at 1 April 

2017, the revised revaluations becoming effective for 2018-19 and the following four years. 



WSM Partners LLP   Autumn Budget 2018 

© 2018 The Professional Training Partnership www.ptptraining.com Page 39 

5. Administration 

Consequential minor amendments to tax legislation to reflect EU exit 

5.1. This measure is not a policy change. It will allow the government to make minor 

amendments to tax law to keep it working in the same way as it does now if the UK leaves 

the EU without a deal. 

5.2. This measure provides for three changes. 

Change 1 

5.3. It allows the government to make minor amendments for the purpose of maintaining the 

effect of any tax legislation. 

5.4. For example, replacing references to “EU” with references to “EU and UK”, making minor 

amendments consequential on other changes to the law under section 8 of the European 

Union (Withdrawal) Act 2018 and changing values in “euros” to values in “sterling”. 

Change 2 

5.5. Amending an existing power which permits the government to bring international tax 

agreements into effect in UK law. 

5.6. The measure mirrors a provision currently contained in legislation which gives effect to EU 

law, but which will no longer have effect after the ceases to be bound by EU law. 

5.7. This measure ensures that public authorities are able to share information with HMRC for 

the purpose of enabling compliance with international tax agreements, and for HMRC to 

disclose that information to other countries for that purpose. 

Change 3 

5.8. The introduction of a measure which removes reference to EU legislation when HMRC are 

considering whether, and the extent to which, a taxpayer is unjustly enriched by repayment 

of Insurance Premium Tax, Landfill Tax or Excise Duty. 

Amendment to interest provisions for late payment, repayment and penalties 

5.9. This measure clarifies existing interest provisions to ensure they apply as intended and it 

affects persons paying interest late or receiving repayments where the taxes are: 

• Corporation tax; 

• Diverted profit tax; 

• Inheritance tax; 

• Stamp duty; and 

• Stamp duty land tax (SDLT). 
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Interest on penalties under PAYE 

5.10. Legislation will be introduced in Finance Bill 2018-19 to regularise historical arrangements 

for charging interest in relation to payments and repayments of certain taxes (including 

corporation tax and diverted profits tax) and the charging of interest on unpaid and late 

paid penalties for PAYE. 

5.11. The legislation will have immediate retrospective and prospective effect with retrospection 

dating back to: 

• 18 August 1989 in respect of section 178 Finance Act 1989; and 

• 6 May 2014 for section 101 Finance Act 2009. 

5.12. The legislation will also ensure that in future the interest provisions in Finance Act 2009 

apply in relation to penalties charged under POTAS. 

Capital gains tax payment window 

5.13. As announced at Autumn Budget 2017, the government will legislate in Finance Bill 2018-

19 to introduce a requirement for UK residents to make a payment on account of capital 

gains tax following the completion of a residential property disposal. The new legislation 

will also replace and extend the existing reporting and payment on account rules for non-

UK residents. 

5.14. A new Schedule to TCGA 1992, which will apply to both residents and non-residents, sets 

out the circumstances when a return of a residential property disposal is required to be 

delivered to HMRC and how to calculate the amount payable on account of the person’s 

liability to CGT for the tax year in which the disposal takes place. 

5.15. The general rule will be that a return in respect of the disposal must be delivered to HMRC 

within a ‘payment window’ of 30 days following the completion of the disposal, and a 

payment on account made at the same time. The self-assessed calculation of the amount 

payable on account takes into consideration unused losses and the person’s annual 

exempt amount. The rate of tax for individuals is determined after making a reasonable 

estimate of the amount of taxable income for the year. 

5.16. Gains on disposals reported on the new return can be ignored when determining whether 

to register for self-assessment. Enquiries into the return will be able to be made separately 

from any self-assessment return that may be due. 

5.17. For disposals by UK residents, the new reporting and payment requirements will not apply 

where the gain on the disposal (or the total gain where more than one residential property 
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disposal is made in the year of assessment) is not chargeable to CGT (for example where 

the gains are covered by private residence relief, unused losses or the annual exempt 

amount), arise from the disposal of a foreign residential property in a country covered by 

a CGT double taxation agreement, or arise to a person taxed on the remittance basis. 

5.18. For non-residents, the reporting requirement is expanded from 6 April 2019 to include all 

companies. However, an exception from making a payment on account for those that 

make self-assessment returns will cease for disposals on or after 6 April 2020 in line with 

the introduction of payment on account for UK residents. 

5.19. Following consultation, the legislation has been changed to: 

• allow reasonable estimates of valuations and apportionments needed to compute 

the gain, where this information is not available before the payment deadline; 

• remove disposals by UK residents of non-UK properties from the rules; and 

• remove non-UK resident companies from the reporting requirement. 

5.20. The above changes to the legislation will apply to disposals by non-UK residents on or 

after 6 April 2019. For UK residents the changes will have effect for disposals on or after 

6 April 2020. 

Income tax, capital gains tax and corporation tax: voluntary tax returns 

5.21. Legislation will be introduced in Finance Bill 2018-19 with retrospective and prospective 

effect to put HMRCs longstanding practice of accepting voluntary tax returns onto a 

statutory basis. 

5.22. These voluntary returns will be put on an equal footing with returns delivered under a 

formal notice to file. 

5.23. Customers who have submitted voluntary returns will notice no difference in the treatment 

of their returns and there will be no doubt over their validity. 

5.24. The measure has retrospective and prospective effect from the date of Royal Assent to 

Finance Bill 2018-19. 

Extension of offshore time limits 

5.25. As announced at Autumn Budget 2017 the government will legislate in Finance Bill 2018-

19 to increase the assessment time limit for offshore tax non-compliance to 12 years for 

income tax, capital gains tax and inheritance tax. Where there is deliberate behaviour the 

time limit remains at 20 years.  
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5.26. Following consultation in summer 2018, the legislation clarifies that the extended time 

limits will apply unless international agreements mean HMRC already has the information 

needed to assess the tax due. 
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6. Value added tax 

Registration and deregistration thresholds 

6.1. No changes have been made to the VAT registration and deregistration thresholds, which 

will now remain at the following level until 31 March 2022: 

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

registered for VAT - £85,000; 

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

deregistration - £83,000; and 

• the registration and deregistration threshold for relevant acquisitions from other 

EU Member States - £85,000. 

Reverse charge: building and construction services 

6.2. As announced at Budget 2018, legislation will be published alongside Finance Bill 2018-

19 to provide for a VAT reverse change due to come into effect on 1 October 2019. This 

follows the conclusion of the technical consultation in June 2018, which resulted in 

improvements to legislation by aligning it to payments reported through the construction 

industry scheme. 

6.3. A VAT reverse charge works by changing who accounts for the VAT on specified supplies 

from the supplier to the customer. This only works where the customer is also VAT 

registered. 

6.4. The anti-avoidance provisions were introduced to discourage attempts by fraudsters to 

escape a reverse charge measure by making supplies to non-VAT registered businesses 

instead and charging VAT. 

6.5. This measure will allow regulations to be made to prevent unintended consequences for 

small businesses trading below the VAT threshold, in that such a recipient of any supplies 

within the scope of a VAT reverse charge will not be required to aggregate those supplies 

with the value of their own supplies for the purpose of establishing whether they are liable 

to be registered for VAT. 

6.6. The measure will have effect on and after the date of Royal Assent to the Finance Bill 

2018-19. However, it will have no practical effect unless a Statutory Instrument is made. 

VAT treatment of vouchers 

6.7. The government’s objective is to ensure that the amounts customers pay when using 

vouchers to obtain goods or services is better reflected in the tax base.  It also wants to 

make improvements for business by modernising and harmonising the VAT treatment of 
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vouchers. It aims to do this by providing new, clear rules which separate vouchers with a 

single purpose (e.g. a traditional book token) from the more complex gift vouchers and set 

out how and when VAT should be accounted for in each case. The new legislation is not 

concerned with the scope of VAT and whether VAT is due, but with the question of when 

VAT is due and - in the case of multi-purpose vouchers - the consideration upon which 

any VAT is payable. 

6.8. The new rules will refer to a voucher issued for consideration in physical or electronic form 

in relation to which a number of conditions must be met: 

• one or more persons are under an obligation to accept it as consideration or part-

consideration for the supply of goods or services; 

• the identities of those goods or services and of their potential suppliers are limited 

and expressly indicated; and 

• is transferable by gift. 

6.9. The rules will exclude discount vouchers, transport tickets, admission tickets and postage 

stamps. 

6.10. The new rules will simply refer to single purpose vouchers and multi-purpose vouchers. A 

single purpose voucher will be one where, at the time of issue, both the liability to VAT and 

the place of supply of the underlying goods or services are known. Any VAT due on those 

underlying goods or services is paid at the point of issue of the voucher and at the point of 

each transfer of it, where these are done for consideration. VAT is not payable when the 

voucher is redeemed, but if the business redeeming the voucher in exchange for taxable 

goods or services is different from the business which issued it, there is also a supply of 

those goods or services from the former business to the latter. 

6.11. A multi-purpose voucher will be one which is not a single purpose voucher (for example a 

multi-purpose voucher will be akin to credit and retailer vouchers currently provided for 

under Schedule 10A). Any VAT due is only payable when the voucher is redeemed for 

goods or services. The consideration for that supply will be amount last paid for the 

voucher or, in the absence of this information, its face value. 

VAT groups: eligibility 

6.12. The UK will leave the European Union on 29 March 2019. Until we do so, we will remain 

a member with all the rights and obligations that membership entails. During this period 

the government will continue to negotiate, implement and apply EU legislation. 
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6.13. UK VAT grouping allows two or more ‘bodies corporate’ (such as limited companies or 

limited liability partnerships) – to register as a VAT group if: 

• each body is established, or has a fixed establishment, in the UK; and 

• they are under common control, for example a parent company and its 

subsidiaries. 

6.14. VAT group treatment is a business facilitation measure to simplify VAT administration for 

business and HM Revenue and Customs (HMRC). The effect of a VAT group is that its 

members account for tax on a single return and supplies between them are disregarded 

for VAT purposes. 

6.15. Following a judgment from the Court of Justice of the European Union (CJEU) in Larentia 

+ Minerva and Marenave (C-108/14 and C-109/14) the UK government is extending its 

eligibility beyond ‘bodies corporate’. 

6.16. At Autumn Statement 2016, the government launched a formal consultation on the Scope 

of VAT grouping and published the summary of responses document on 5 December 

2017. 

6.17. This measure will widen the eligibility criteria for VAT grouping to include non-corporate 

entities (such as partnerships and individuals) who have a business establishment in the 

UK and control a body corporate. In determining whether there is a business establishment 

in the UK, the tests for business establishment for place of supply should be considered. 

6.18. HMRC will update guidance after Royal Assent. 

VAT: repayment interest 

6.19. Currently customers can receive repayment interest for the overpaid of a liability in certain 

taxes. This causes disparity across the tax system. 

6.20. The government wishes to have a consistent approach to how interest in paid to customer 

to achieve a fairer tax system for all. This clause and Schedule make amendments to 

repayment interest in VAT to bring it in line with ITSA rule to support the harmonised 

approach moving forward. 

6.21. The regime has been the subject of consultation on two occasions, initially as part of 

‘Making Tax Digital: Tax Administration’ responses document published on 31 January 

2017, then as ‘Making Tax Digital: interest harmonization and sanctions for late payment’ 

consultation published on 1 December 2017 and responses document published 

alongside the draft legislation. 
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7. Future proposals and consultations 

Social investment tax relief review 

7.1. As announced at Autumn Statement 2016, the government will publish a call for evidence 

on the social investment tax relief early in 2019. The review will consider why take up of 

the scheme is lower than anticipated, and the design and targeting of the relief. 

Enterprise investment scheme (EIS) knowledge-intensive fund structure  

7.2. Following a policy consultation carried out during spring 2018, the government will legislate 

in Finance Bill 2019-20 to reform the enterprise investment scheme (EIS) rules for 

approved funds. The rules will be amended to: 

• require approved funds to focus on investments in knowledge-intensive 

companies; 

• give funds a longer period over which to invest fund capital; and, 

• allow investors in approved funds to set their income tax relief against liabilities in 

the year before the fund closes. 

7.3. The government plans to publish draft legislation for consultation in summer 2019. The 

changes will have effect from 6 April 2020. 

Consultation on the taxation of trusts 

7.4. As announced at Autumn Budget 2017, the government will publish a consultation on the 

taxation on trusts, to make the taxation of trusts simpler, fairer and more transparent. 

Corporate capital loss restriction 

7.5. As announced at Budget 2018, the government will legislate in Finance Bill 2019-20 to 

restrict companies’ use of carried-forward capital losses to 50% of capital gains from 1 

April 2020. The measure will include an allowance that allows companies unrestricted use 

of up to £5m capital or income losses each year, meaning that 99% of companies will be 

financially unaffected.  

7.6. A consultation paper was published on 29 October 2018 and draft legislation will be 

published in summer 2019.  

7.7. An anti-forestalling measure to support this change will have effect on and after 29 October 

2018. 
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Preventing abuse of the research and development (R&D) tax relief for small and 

medium-sized enterprises (SMEs) 

7.8. As announced at Budget 2018, Finance Bill 2019-20 will introduce a limit on the amount 

of payable tax credit that can be claimed by a company under the R&D SME tax relief. The 

limit will be set at three times the company’s total PAYE and National Insurance 

contribution (NICs) payment for the period.  

7.9. The change will have effect for accounting periods beginning on or after 1 April 2020. Any 

loss that a company cannot surrender for a payable credit can be carried forward and used 

against future profits. We will consult on this change. 

Capital gains tax private residence relief: reform of ancillary reliefs 

7.10. As announced at Autumn Budget 2018, from April 2020 the government will make two 

changes to private residence relief: 

• the final period exemption will be reduced from 18 months to 9 months. there will 

be no changes to the 36 months that are available to disabled persons or those in 

a care home; and 

• lettings relief will be reformed so that it only applies in circumstances where the 

owner of the property is in “shared-occupancy” with a tenant. 

7.11. The government will consult on the detail of both of these changes and other technical 

aspects. 

Inheritance tax - trusts settlement definition 

7.12. As announced at Budget 2018, the government will introduce legislation in Finance Bill 

2019-20 to reflect HMRC’s established legal position in relation to the Inheritance Tax 

(IHT) treatment of additions to existing trusts. The legislation will confirm that additions of 

assets by UK-domiciled (or deemed domiciled) individuals to trusts made when they were 

non-domiciled are not excluded property. The legislation will apply to IHT charges arising 

on or after the date on which Finance Bill 2019-20 receives Royal Assent, whether or not 

the additions were made prior to this date. 

7.13. Legislative amendments will also be made to ensure that transfers between trusts made 

after the date on which Finance Bill 2019-20 receives Royal Assent will be subject to 

additional excluded property tests. 
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Stamp duty land tax for non-residents 

7.14. The government will publish a consultation in January 2019 on a Stamp Duty Land Tax 

surcharge of 1% for non-residents buying residential property in England and Northern 

Ireland. 

 

 

 


