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Oursummaryfocusesonthetaxmeasureswhich
may affect you, your family and your business.
Tohelp you decipher what was said we have
included ourown comments. Ifyou have any
questions please contact us for advice.

Main Budget tax proposals

Our summary concentrates on the tax measures
which include:

increases to the personal allowance and basic
rate band

= extending off-payroll working to medium/large
organisations in the privatesector

= atemporary increase to the Annual Investment
Allowance

» freezing the VAT registration threshold for a
further two years

= changes to Entrepreneurs’ Relief and private
residence relief

= measures to tackle the plastic problem.
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The Chancellor Philip Hammond presented his second AutumnBudgeton
Monday 29 October2018. In his speech he stated that ‘austerity is coming
to an end - but discipline will remain’. He also promised a ‘double deal
dividend'’ifthe Brexit negotiations are successful but stated thatthere may
be a full-scale Spring Budget in 2019 if not.

Previously announced measures include:

= increases in car benefits
= plans for Making Tax Digital for Business

= extendingthechargetogainsonnon-UK
residents of non-residential UK property.

Some Budget proposals may be subject to
amendment in the 2019 Spring Statement and
subsequent Finance Act. You should contact us
before taking any action as aresult of the contents
of this summary.
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Personal Tax

The personal allowance

The personal allowance is currently £11,850. The
personal allowance for 2019/20 willbe £12,500.

There is a reduction in the personal allowance for
those with ‘adjusted net income’ over £100,000 and
the threshold has remained at this figure since its
introduction for the 2010/11 tax year. The reduction
is £1 for every £2 of income above £100,000. So

for 2018/19 there is no personal allowance where
adjusted netincome exceeds £123,700. For 2019/20
there will be no personal allowance available where
adjusted net income exceeds£125,000.

The marriage allowance

The marriage allowance permits certain couples,
where neither pays tax at more than the basic
rate, totransfer 10% oftheir personal allowance to
their spouse or civil partner.

The marriage allowance reduces the recipient’s tax
bill by up to £238 a year in 2018/19. The marriage
allowance was first introduced for 2015/16 and
there are many couples who are entitled to claim
but have not yet done so. It is possible to claim for
all years back to 2015/16 where the entitlement
conditions are met. A recent change to the law
allows backdated claims to be made by personal
representatives of adeceased transferor spouse or
civil partner.

Personal Tax

Tax bands and rates

The basic rate of taxis currently 20%. The band
of income taxable at this rate is £34,500 so that
the threshold at which the 40% band applies

is £46,350 for those who are entitled to the full
personal allowance. Additional rate taxpayers pay
taxat45% ontheirincome in excess of £150,000.

The tax on income (other than savings and
dividend income) is different for taxpayers who
areresidentin Scotlandtotaxpayers resident
elsewhere in the UK. The Scottishincome

tax rates and bands apply to income such as
employment income, self-employed trade profits
and property income.

In the 2018/19 Scottish Budget, the Finance
Secretary for Scotland introduced five income
tax rates as shown in the table of rates at the
endofthis summary. Theincometaxratesrange
between 19% and 46%. Scottish taxpayers
areentitledtothe same personalallowance as
individuals in the rest of the UK.

Tax bands and rates 2019/20

Thegovernmenthasannouncedthatfor2019/20
the basic rate band will be increased to £37,500
so that the threshold at which the 40% band
applies is £50,000 for those who are entitled to
thefull personal allowance. The additional rate of
tax of 45% remains payable on taxable income
above £150,000.

From April 2019, the Welsh Government has
the rightto vary the rates ofincome tax payable
by Welsh taxpayers. The UK government will

reduce each of the three rates of income tax paid



by Welsh taxpayers by 10 pence. The Welsh
Government has provisionally set the Welsh rate of
income tax at 10 pence which will be added to the
reduced UKrates. Thismeanstherates ofincome
tax paid by Welsh taxpayers will continue tobe the
same as those paid by English and Northern Irish
taxpayers. The Welsh Government will need to
confirm this proposal prior to their final Budget.

The Scottish Government will announce the
Scottishincometaxrates and bands for2019/20
in the Draft Budget on 12 December 2018.

Tax on dividends

In 2018/19 the first £2,000 of dividends are
chargeable to tax at 0% (the Dividend Allowance).
The Dividend Allowance will remainat£2,000for
2019/20. Dividends received above the allowance
are taxed at the followingrates:

* 7.5% for basic rate taxpayers
= 32.5% for higher rate taxpayers

= 38.1% for additional ratetaxpayers.

Dividendswithinthe allowance stillcounttowards
anindividual’s basic or higher rate band and so
may affect the rate oftax paid on dividends above
the Dividend Allowance.

Todetermine which tax band dividends fall into,
dividends are treated as the last type ofincome to
be taxed.

In 2017/18 the Dividend Allowance was £5,000. The
reduction in the allowance particularly affects family
company director-shareholders who extract monies
from the company by means of a small salary and
the balance in dividends. The cost of the restriction
in the allowance for basic rate taxpayers is £225
increasing to £975 for higher rate taxpayers and
£1,143 for additional rate taxpayers.

Tax on savings income

Savingsincomeisincome suchasbankand
building society interest.

The Savings Allowance, which was first introduced
for the 2016/17 tax year, applies to savings
income and the available allowance in ataxyear
depends on the individual’s marginal rate of
income tax. Broadly, individuals taxed atup tothe
basicrate oftax have an allowance of £1,000. For
higher rate taxpayers the allowance is £500. No
allowance is due to additional rate taxpayers.

Some individuals qualify for a 0% starting rate of
taxonsavingsincome upto£5,000. However, the
rateis notavailable iftaxable non-savingsincome
(broadly earnings, pensions, trading profits and
property income less allocated allowances and
reliefs) exceeds £5,000.

Rent-a-room relief

Rent-a-room relief gives relief from income tax
forup to £7,500 of income to individuals who let
furnished accommodation in their only or main
residence. Following consultation on the draft
legislation and to maintain the simplicity of the
system, the government will not include legislation
forthe shared occupancy test. The government
will retain the existing qualifying test of lettingina
main or only residence.

Rent-a-room relief was introduced 26 years ago to
encourage individuals to make spare capacity in their
homes available for rent rather than letting out their
entire property. The emergence and growth of online
platforms have made it easier than ever for those
with accommodation to access a global network

of potential occupants. The government wants
rent-a-room relief to be better targeted to achieve
its objective of incentivising individuals to share their
homes.

Rooms to rent

Personal Tax



Gift Aid - donorbenefits

Draft legislation has been issued which simplifies
the donor benefits rules that apply to charities
who claim Gift Aid tax relief on donations. From

6 April 2019 the benefit threshold for the first
£100 of the donation will remain at 25% of that
amount. For gifts exceeding £100, charities can
offer benefits up to the sum of £25 and 5% of the
amount of the donation that exceeds £100. The
total value of the benefitthata donorcanreceive
remains at £2,500.

The new limits replace the current mix of monetary
and percentage thresholds that charities have to
consider when determining the value of benefit
they can give to their donors without losing the
entitlement to claim Gift Aid tax relief on the
donations given to them.

Gift Aid Small Donations
Scheme

The Gift Aid Small Donations Scheme (GASDS)
applies to small charitable donations where it
is impractical to obtain a Gift Aid declaration.
GASDS currently appliestodonations of £20 or
less made by individuals in cash orcontactless
payment. The limit will be raised to £30 from

6 April 2019.

Personal Tax

National Living Wage (NLW)
and National Minimum Wage
(NMW)

Following the recommendations of the
independent Low Pay Commission (LPC), the
governmentwillincrease the NLW by 4.9% from
£7.83 to £8.21 from April 2019.

The governmentwill alsoacceptallofthe LPC’s
recommendations for the other NMW rates to
apply from April 2019, including increasing the
rates for:

» 21to 24 year olds by 4.3% from £7.38 to
£7.70 per hour

= 181to 20 year olds by 4.2% from £5.90 to
£6.15 per hour

» 16 to 17 year olds by 3.6% from £4.20 to
£4.35 per hour

= apprentices by 5.4% from£3.70t0£3.90
per hour.

Universal Credit

The government has announced that the amount
that households with children and people with
disabilities can earn before their Universal Credit
award begins to be withdrawn — the Work
Allowance — will be increased by £1,000 from
April 2019.

In addition the government has listened to
representations made by stakeholders on
Universal Credit, and has announced a package
of extra supportfor claimants as they make the
transition to Universal Credit.

The government remains committed to the
introduction of Universal Credit. The set of measures
announced in the Budget are worth £1.7 billion per
year.



Business Tax

Making Tax Digital for
Business: VAT

HMRC is phasing in its landmark Making Tax
Digital (MTD) regime, which will ultimately require
taxpayers to move to a fully digital tax system.
Regulations have nowbeenissuedwhich setout
therequirements forMTD for VAT.Under the new
rules, businesses with aturnover above the VAT
threshold (currently £85,000) must keep digital
records for VAT purposes and provide their VAT
return information to HMRC using MTD functional
compatible software.

The newrules have effectfrom 1 April 2019 where
ataxpayer has a ‘prescribed accounting period’
which begins on that date, or otherwise from the
firstdayofataxpayer’sfirstprescribedaccounting
period beginning after 1 April 2019. HMRC has
recently announced thatthe rules will have effect
for some VAT-registered businesses with more
complex requirements from 1 October 2019.
Included inthe deferred start date category are
VAT divisions, VAT groups and businesses using
the annual accounting scheme.

HMRC has recently opened a pilot service for
businesses with straightforward affairs and the
pilotscheme willbe gradually extended for other
businesses in the next few months.

Keeping digital records and making quarterly
updates will notbe mandatory fortaxes otherthan
VAT before April 2020.

Keeping digital records will not mean businesses are
mandated to use digital invoices and receipts but
the actual recording of supplies made and received
must be digital. It is likely that third party commercial
software will be required. Software will not be
available from HMRC. The use of spreadsheets will
be allowed, but they will have to be combined with
add-on software to meet HMRC's requirements.

Inthe long run, HMRC is still looking to a scenario
where income tax updates are made quarterly and
digitally, and this is really what the VAT provisions
anticipate.

Corporation tax rates

Corporation tax rates have already been enacted
for periods up to 31 March 2021.

The main rate of corporation taxis currently 19%
and will remain at this rate for next year. The rate
will fallto 17% forthe Financial Yearbeginning on
1 April 2020.

Class 2 and 4 National
Insurance contributions
(NICs)

The government has recently announced that
Class 2NICs will not be abolished for the duration
of this Parliament. The Chancellor confirmed in
March 2017 that there will be no increases to
Class 4 NICs rates in this Parliament.

Budget Summary 2018
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The government’s proposed reform of Class 2 and
4 NICs has had a chequered history. The original
proposal was to abolish Class 2 contributions and
reform Class 4 contributions. The Chancellor had to
backtrack on the Class 4 reform due to the reaction
to a proposed increase in rates and the Class 2
abolition was deferred to April2019.

However a significant number of self-employed
individuals with the lowest profits would have seen

the voluntary payment they make to maintain access

to the state pension rise substantially and so the

government decided it would not be right to proceed

with the abolition of Class 2.

UK property income of
non-UK resident companies

Changes are made for non-UK resident
companies thatcarryona UK property business
eitherdirectly orindirectly, forexample through
a partnership or a transparent collective
investment vehicle.

Following consultation, from 6 April 2020, non-UK
resident companies that carry on a UK property
business, orhave other UK propertyincome, will
be charged to corporation tax, rather than being
charged to income tax as at present.

Business Tax

Capital allowances

Annual Investment Allowance

The government has announced an increase in
the Annual Investment Allowance for two years
to £1 million in relation to qualifying expenditure
incurred from 1 January 2019. Complex
calculations may apply to accounting periods
which straddle this date.

Other changes

Anumberofchanges are made to otherrules
relating to capital allowances:

= areduction in the rate of writing down
allowance onthe special rate pool of plantand
machinery, including long-life assets, thermal
insulation, integral features and expenditure on
cars with CO; emissions of more than 110g/
km, from 8% to 6% from April 2019. Complex
calculations may apply to accounting periods
which straddle this date

= clarificationasto precisely which costs of
alteringlandforthe purposes ofinstalling
qualifying plantor machinery qualify for
capital allowances, for claims on or after
29 October 2018

= theend ofthe 100% first year allowance and
firstyeartaxcredits for products onthe Energy
Technology List and Water Technology List
from April 2020

= an extension of the current 100% first year
allowance for expenditure incurred on electric
charge-point equipment until 2023.

In addition, a new capital allowances regime
will be introduced for structures and buildings.

It will be known as the Structures and Buildings
Allowance and will apply to new non-residential
structures and buildings. Relief will be provided
oneligible construction costsincurred on orafter
29 October 2018, at an annual rate of 2% on a
straight-line basis.

Change to the definition of
permanent establishment

Anon-residentcompany s liable to corporation
taxonlyifithas a permanent establishmentin
the UK. Certain preparatory or auxiliary activities,



such as storing the company’s own products,
purchasing goods or collecting information forthe
non-resident company, are classed as not creating
a permanent establishment.

From 1 January 2019, the exemption will be
denied tothese activities ifthey are partofa
‘fragmented business operation’.

Preventing abuse of the R&D
tax relief for SMEs

To help prevent abuse of the Research and
Development (R&D)SME taxreliefby artificial
corporate structures, the amount that a loss-
makingcompanycanreceivein R&Dtaxcredits
will be capped at three times its total PAYE and
NICs liability from April 2020.

HMRC has identified and prevented £300 million of
fraud linked to this relief and this change will help
to address similar abuses in future. Almost 95% of
companies currently claiming the payable credit will
be unaffected.

Protecting taxes in
insolvency

From April 2020, HMRC will have greater
prioritytorecovertaxes paid byemployees
and customers.

The changes appear to be mainly targeted at
thedistribution offunds tofinancialinstitutions
ascreditors. The rules willremainunchanged
fortaxes owed by the business and HMRC will
remain below other preferential creditors such as
the Redundancy Payment Service.

This will ensure that an extra £185 million in taxes
already paid each year reaches the government.

A veiled comment also suggests that, at some stage
in the future, directors and other persons involved in
tax avoidance, evasion or phoenixism will be jointly
and severally liable forcompany tax liabilities, where
there is a risk that the company may deliberately
enter insolvency.

Other measures

= Changes to the tax treatment of corporate
capital losses from 1 April 2020 to restrict the
proportion of annual capital gainsthatcan be
relieved by brought-forward capital losses to
50%.

» Changestothe Diverted Profits Taxfrom
29 October 2018.

* Anincreaseinthe smalltradingtaxexemption
limits for charities from April 2019 from £5,000
perannum or, if the turnover is greater than
£5,000, 25% of the charity’s total incoming
resources, subjecttoanoverall upperlimitof
£50,000, to £8,000 and £80,000 respectively.

» Theintroduction ofanincometaxchargeto
amountsreceived inalowtaxjurisdictionin
respectofintangible property, to the extent
that those amounts are referable to the
sale of goods or services in the UK, from
6 April2019, withtargeted anti-avoidance
rulesforarrangements enteredintoonorafter
29 October 2018.

Digital Services Tax

The governmentremains committed toreform

of the international corporate tax framework

for digital businesses. However, pending global
reform, interim action is needed to ensure the
corporate tax system is sustainable and fair across
different types of businesses.

Therefore, the government has announced
that it will introduce a Digital Services Tax (DST)
which willraise £1.5billion overfouryears from
April 2020. The DST will apply a 2% tax on
therevenues ofsearch engines, socialmedia
platforms and online marketplaces where their
revenues are linked to the participation of UK
users.

Businesses will need to generate revenues of at
least £500 million globally to become taxable
underthe DST. Thefirst£25 millionof relevant UK
revenues are also nottaxable.

Business Tax



Intangible fixed assets

The Intangible Fixed Assets regime, whichwas
introduced from 1 April 2002, fundamentally
changed the way the UK corporation tax system
treats intangible fixed assets (such as copyrights,
patents and goodwill). As the regime is nowmore
than 15 years old, the government would like to
examine whether there is scope for reforms that
would simplify it and make it more effective in
supporting economic growth.

Following a short consultation, the government
will seek tointroduce targeted relieffor the cost
of goodwillinthe acquisition of businesses with
eligible intellectual property from April 2019.

With effect from 7 November 2018, the
government will also reform the de-grouping
charge rules, which apply when a group sells a
companythatownsintangibles, sothattheymore
closely align with the equivalent rules elsewhere in
the tax code.

VAT registration limits

Thegovernmenthad previouslyannouncedthat
the VAT registration and deregistration thresholds
would be frozen at £85,000 and £83,000
respectively until April 2020.

The government has now announced that this
freeze will continue for afurthertwo years from
1 April 2020.

Business Tax

VAT fraud in labourprovision
in the construction sector

The government will pursue legislation to shift
responsibility for paying VAT along the supply chain
with the introduction of a domestic VAT reverse
charge for supplies of construction services with
effectfrom 1 October2019. The long lead-intime
reflects the government’s commitment to give
businesses adequate time to prepare for the
changes.

VAT treatment of vouchers

Draftlegislation has beenissuedtoinsertanew
tax code forthe VAT treatment of vouchers, such
as qift cards, for which a payment has been
made and which will be used to buy something.
Thelegislationseparates voucherswithasingle
purpose (eg a traditional book token) from the
more complex gift vouchers and sets out how
and when VAT should be accounted forin 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.

VAT collection - split payment

The government wants to combat online VAT
fraud by harnessing new technology and is
consulting on VAT split payment. This will utilise
payments industry technology to collect VAT on
online sales andtransferitdirectlytoHMRC. Inthe
government’s viewthis would significantly reduce
the challenge of enforcing online seller compliance
and offer a simplification for business.



Off-payroll working in the
private sector

The changes to IR35 that came into effectin April
2017 for the public sector will be extended to the
private sector from April 2020. Responsibility for

operating the off-payroll rules will be transferred

from the individual to the organisation, agency or
third party engaging the worker. Only mediumand
large organisations will be subject to this change.

Employment Allowance

The Employment Allowance provides businesses
and charities with up to £3,000 off theiremployer
NICs bill. From April 2020, the Employment
Allowance will be restricted to those employers
whose employers’NICs billwas below£100,000
in the previous tax year.

Employer provided cars

The scale of charges for working out the taxable
benefit for an employee who has use of an
employer provided car are normally announced
wellinadvance. Most cars are taxed by reference
to bands of COzemissions multiplied by the
original list price of the vehicle. The maximum
charge is capped at 37% of the list price of the car.

Forthistaxyeartherewasgenerallya2%increase
in the percentage applied by each band. For
2019/20 the rates will increase by afurther 3%.

A new development for the current tax year is
anincreaseinthediesel supplementfrom 3% to
4%. Thisappliestoalldiesel cars (unlessthecar
is registered on or after 1 September 2017 and
meets the Euro 6d emissions standard) butthe
maximum is still 37%. There is no change tothe
currentpositionthatthe diesel supplementdoes
not apply to hybrid cars.

Charging facilities for electric
and hybrid cars

Legislation is proposed to provide a new
exemption from a taxable employment benefit
where an employer provides charging facilities for
employees’ all-electric and plug-in hybrid vehicles
at or near the workplace. The exemption is
backdated to have effect from 6 April 2018.

Employer provided cars and vans are already
exempt from this benefit.

Exemption for travel
expenses

Draftlegislation has beenissued whichremoves
the requirement foremployers to check receipts
when making payments to employees for
subsistence using benchmark scalerates. This
will apply to standard meal allowances paid in
respect of qualifying travel and overseas scale
rates. Employerswillonly be askedtoensure that
employees are undertaking qualifying travel. This
will have effect from April2019.

The proposed legislation will also allow HMRC to
put the existing concessionary accommodation
and subsistence overseas scale rates on a
statutory basis from 6 April2019. Like benchmark
rates, employers will only be asked to ensure that
employees are undertaking qualifying travel.

Self-funded work-related
training

The government had previously announced that

it would consult on extending the scope of tax
relief currently available to employees and the
self-employed for work-related training costs.
The government has now decided to make
nochangestotheexistingrules. Howeverthe
National Retraining Schemeis beinglaunchedto
helpthoseinwork, includingthe self-employed, to
develop further skills.

Employment Taxes
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Capital gains tax (CGT) rates

The current rates of CGT are 10%, to the extent
thatany income tax basic rate band is available,
and 20% thereafter. Higherrates of 18% and 28%
apply for certain gains; mainly chargeable gains
onresidential properties withthe exception ofany
elementthatqualifiesfor private residence relief.

There are two specific types of disposal which
potentially qualify fora 10% rate, both of which
have a lifetime limit of £10 million for each
individual:

= Entrepreneurs’Relief (ER). This is targeted
at working directors and employees of
companies who own at least 5% of the
ordinary share capitalinthe companyandthe
owners of unincorporatedbusinesses

e Investors’ Relief. The main beneficiaries
of this relief are external investors in
unquoted trading companies who have
newly-subscribed shares.

CGT annual exemption

The CGT annual exemption is £11,700 for
2018/19 and will be increased to £12,000 for
2019/20.

Entrepreneurs’ Relief (ER)

Tackling misuse

With immediate effect for disposals on or after
29 October 2018, two new tests are to be added
tothedefinition ofa ‘personal company’, requiring
the claimant to have a 5% interest in both the
distributable profits and the net assets of the

Capital Taxes

company. The newtests must be met, inaddition
to the existing tests, throughout the specified
period in order for relief to be due. The existing
testsalreadyrequire a5% interestinthe ordinary
share capital and 5% of voting rights.

Minimum qualifying period

Thegovernmentwilllegislatein Finance Bill2018-
19 to increase the minimum period throughout
which certain conditions must be met to qualify for
ER, from one yeartotwo years. The measure will
have effect for disposals on or after 6 April 2019
except where a business ceased before
290ctober2018.Wheretheclaimant'sbusiness
ceased, or their personal company ceased to

be atrading company (or the holding company
of atrading group) before 29 October 2018, the
existingoneyearqualifying period willcontinue

to apply.

Dilution of holdings below
5%

Draft legislation has been issued to provide a
potential entittementto ERwhere anindividual’'s
holdinginacompanyisreduced belowthe normal
5% qualifying level (meaning 5% of both ordinary
share capitaland votingpower). Thereliefwillonly
apply where the reduction below 5% occurs as a
resultofthe companyraising funds forcommercial
purposes by means of an issue of new shares,
wholly for cash consideration.

Where a disposal of the shareholding prior to
the issue would have resulted in a gain which
would have qualified for ER, shareholders will be
able tomake an election treating them as if they
had disposed of their shares and immediately
reacquired them at market value just before



dilution. Toavoid animmediate CGT bill on this
deemeddisposal, afurtherelectioncan be made
todeferthe gain untilthe shares are sold. ER can
then be claimed on the deferred gainin the year
the shares are sold under the rules in force at that
time.

The newruleswillapplyforshareissues which
occur on or after 6 April2019.

Gains for non-residents on
UK property

Draftlegislation has beenissuedtochargeallnon-
UK resident persons, whether liable to CGT or
corporationtax, ongains ondisposals of interests
in any type of UK land, whether residential or
non-residential. Certainrevisionsaretobemade
following a further technical consultation when the
fulllegislationisintroduced butthe key points are
covered here.

Allnon-UK resident persons will also be taxable
on indirect disposals of UK land. The indirect
disposalruleswillapplywhereapersonmakesa
disposal of an entity that derives 75% or more of
its gross asset value from UK land. There will be
an exemption forinvestors in such entities who
hold a less than 25% interest.

Allnon-UKresidentcompanies will be chargedto
corporation tax rather than CGT on their gains.

There will be options to calculate the gain orloss
on adisposal using the original acquisition cost

of the asset or using the value of the asset at

commencement of the rules in April 2019.

The CGT charge relating tothe Annual Taxon
Enveloped Dwellings will be abolished. The
legislation will broadly have effect for disposals
from 6 April 2019.

The main effect of the new legislation will be to
extend the scope of UK taxation of gains to include
gains on disposals of interests in non-residential UK

property.

Previous legislation has focussed on bringing gains
made by non-residents on residential properties
within the UK taxregime.

Payment on account and 30
day returns

Draft legislation has been issued to change the
reporting of gains and the associated CGT liability
on disposal of property. The main change is a
requirement for UK residents to make a return
and a payment on account of CGT within 30
days following the completion of a residential
property disposal on a worldwide basis. The
new requirements will notapply where the gain
on the disposal is not chargeable to CGT, for
example where the gains are covered by private
residence relief.

ForUKresidents, the measure will have effectfor
disposals made on or after 6 April 2020.

CGT private residence relief

Itis proposed that from April 2020 the government
willmake two changes to private residence relief:

= the final period exemption will be reduced
from 18 months to 9 months. There will be no
changes tothe 36 months that are available to
disabled persons or those in a care home

= Lettings Reliefwill bereformedsothatitonly
appliesincircumstances where the owner of
the property is in ‘shared-occupancy’ with
a tenant.

The government will consult onthe detail of both
of these changes and other technical aspects.

Capital Taxes
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Inheritance tax (IHT) nil rate
bands

Thenilrate band has remained at£325,000 since
April 2009 and is set to remain frozen at this
amount until April 2021.

IHT residence nil rate band

From 6 April 2017 a new nil rate band, called
the ‘residence nil rate band’ (RNRB), has been
introduced, meaning thatthe familyhome can
be passed more easily to direct descendants
on death.

The RNRB is being phased in. For deaths in
2018/19 it is £125,000, rising to £150,000 in
2019/20and£175,000in 2020/21. Thereafter it
will rise in line with the Consumer Price Index.

There are anumber of conditions that mustbe
met in order to obtain the RNRB, which may
involve redrafting an existing will.

Downsizing

The RNRB may alsobe available whenaperson
downsizes or ceases to own a home on or after
8July2015where assetsofanequivalentvalue,
up tothe value of the RNRB, are passed on death
to direct descendants.

Changes to IHT RNRB

Amendments are to be introduced to the
RNRB relating to downsizing provisions and
the definition of ‘inherited’ for RNRB purposes.
These amendments clarify the downsizing rules,
and provide certainty over when a person is
treated as ‘inheriting’ property. Thiswillensure
the policy is working as originally intended. The

Capital Taxes

changes will have effect for deaths on or after
29 October 2018.

Stamp Duty Land Tax (SDLT)

First time buyers relief

The relief for firsttime buyers will be extended

to purchasers of qualifying shared ownership
properties who do not electto pay SDLT on the
market value of the whole property when they
purchase theirfirstshare. Relief willbe applied to
the first share purchased, where the market value
of the shared ownership property is £500,000
or less.

The relief will apply retrospectively from 22
November 2017, meaning that a refund of tax will
be payable for those who have paid SDLT after 22
November 2017 in circumstances which now qualify
for first time buyers relief.

Higher rates for additional dwellings (HRAD)

Aminoramendmentwillextend the time allowed
to claim back HRAD where an individual sells
their old home within three years of buying their
new one.The measure also clarifies the meaning
of 'majorinterest’ inlandforthe general purpose
of HRAD.

Consultation on SDLT charge for non-
residents

The government will publish a consultation in
January 2019 on a SDLT surcharge of 1% for non-
residents buying residential property in England
and Northern Ireland.
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Extension of offshore time
limits

Draftlegislation has beenissuedtoincrease the
assessment time limits for offshore income and
gains to 12 years. Similarly the time limits for
proceedings for the recovery of inheritance tax
areincreasedto12years.Where anassessment
involves aloss of tax brought about deliberately
the assessmenttimelimitis 20 years afterthe end
of the year of assessment and this time limit will
not change.

Thelegislationdoes notapplytocorporationtax
orwhere HMRC has received information from
another tax authority under automatic exchange
of information.

The potential extension of time limits will apply

from the 2013/14 tax year where the loss of tax is
broughtaboutby careless behaviourand fromthe
2015/16taxyearinothercases. Theamendments
will have effect when Finance Bill 2018-19 receives

Royal Assent.

-

The current assessment time limits are ordinarily
fouryears (six years in the case of carelessness by
the taxpayer). The justification for the extension
of time limits is the longer time it can take HMRC
to establish the facts about offshore transactions,
particularly if they involve complex offshore
structures.

The legislation cannot be used to go back earlier
than 2013/14. Ifthere has been careless behaviour
HMRC can make an assessment for up to 12 years
from 2013/14 in respect of offshore matters but
HMRC could not raise an assessment for 2012/13
or earlier (unless there is deliberate error by the
taxpayer).

Penalties for late submission
of tax returns

Taxpayers are required to submit tax returns by
specified dates. When taxpayers submit their
returns late they generally incur a penalty. Draft
legislation has been issued which sets out a
new points-based penalty regime for regular
submission obligations. Returns have to be
submitted more frequently in some circumstances.
Depending on the frequency of the return
submission obligation, a defined number of
penalty points will accrue to athreshold. Once this
thresholdhasbeenreached, afixed penalty will be
charged to the taxpayer.

Afterthis each late submission will attract afixed
penalty, until the taxpayer meets all submission
obligations by the relevant deadline for a set
period oftime. Once this happens, and ataxpayer
has provided any outstanding submissions for
the preceding 24 months, the points total will

Other Matters 13



reset to zero. Points will generally have a lifetime
of 24 months after which they expire, so if a
taxpayer accrues points butdoes not reach the
threshold, the points will expire after 24 months.
Taxpayers will have a separate points total per
submission obligation.

Penalties for late payment of
tax

Draftlegislation has beenissuedtoharmonise
thelate paymentpenaltyregimesforincometax,
corporation tax and VAT. Late payment penalties
are charged when customers do not pay, or make
an agreementto pay, by the date they should, and
do not have areasonable excuse for the failure to
do so.

The penalties will consist of two penalty
charges, onecharge based uponpaymentsand
agreements to pay in the first 30 days after the
payment due date and another charge based
upon howlongthe debtremains outstanding after
the 30 days.

Interest harmonisation

Draftlegislationhasbeenissuedtochangethe
VAT interestrules so thatthey will be similarto
those that currently exist for income tax and
corporation tax.

This will mean:

= latepaymentinterestwillbe chargedfromthe
date the payment was due to the date the
payment is received

= HMRC will pay repayment interest when it
has held taxpayer repayments for longer than
it should.

The provisions are expectedtotake effectfor VAT
returns from 1 April 2020.

14 Capital Taxes

Tackling the plastic problem

As partofthe government’s response totackling
plastic waste, the following announcements
were made:

= Single-use plastics will be addressed in the
Resources and Waste Strategy later in the year
forsituations where recyclingrates are toolow
and producers use too little recycled plastic.

» Theissueofexcessandharmful packagingwill
be addressed with atax on the production and
importation of plastic packaging which does
not contain atleast 30% recycled plastic. This
tax will be implemented in April 2022.

= TheResources andWaste Strategy will also
considerways ofreducingthe environmental
impact of disposable cups. The government
does notbelieve thatalevy would be effective
at this time but will return to the issue if
insufficientprogress has beenmade by those
businesses already taking steps to address
the matter.




These rates are mainly derived from the Chancellor’s Budget and may be subject to change before the

start of the new tax year.

Rates and bands (other than savings and dividend income)

Scotland rates and bands
Savings and dividend income are taxed using UK rates and bands.

2019/20 2018/19
Band £ Rate % (Band £ Rate % 2019/20 2018/19
0-37,500 20 0-34,500 20 Band £ | Rate % |Band £ Rate %
37,501-150,000 40 34,501-150,000 40 0-2,000 19
Over 150,000 45  |Over 150,000 45 Ratesandbandswillbe 12,001 -12,150 | 20

Income tax rates and bands in Scotland and Wales on income other than
savings and dividend income have been devolved.

announced inthe Scottish  [12,151 - 31,580 21

Budget

31,581-150,000

41

Over 150,000

46

Savings income 2019/20 and 2018/19
Savings allowance basic rate £1,000
Savings allowance higher rate £500

A starting rate of 0% may be available unless taxable non-savings income

exceeds £5,000.
Dividend income 2019/20 2018/19
Dividend allowance £2,000 £2,000
Dividend ordinary rate 7.5% 7.5%
Dividend upper rate 32.5% 32.5%
Dividend additional rate 38.1% 38.1%
2019/20 2018/19
Personal allowance £12,500 £11,850

Personal allowance income limit £100,000 £100,000

Marriage allowance £1,250 £1,190
Married couple’s allowance £8,915 £8,695
-minimumamount £3,450 £3,360
-incomelimit £29,600 £28,900
Blind person’s allowance £2,450 £2,390
2019/20 2018/19
Overall investment limit £20,000 £20,000
Junioraccountinvestmentlimit £4,368 £4,260
2019/20 2018/19
Lifetime Allowance limit £1,055,000 | £1,030,000
Annual Allowance limit £40,000 £40,000
Money Purchase Annual £4.000 £4.000

Allowance

Wales rates and bands

Tobeintroducedfrom6April2019. The Welsh Governmenthas
provisionally announcedthatthe overallrates ofincome taxwillbe the
same as the UKrates.

Savings and dividend income are taxed using UK rates and bands.

2019/20 2018/19
Band £ Rate % |Band £ Rate %
0- 37,500 20 0 - 34,500 20
37,501-150,000 40 34,501-150,000 40
Over 150,000 45 Over 150,000 45
2019/20 Class 1 (employed) rates
Employee Employer
Earningsperweek % Earnings perweek %
Upto£166 Nil Upto£166 Nil
£166.01-£962 12 Over£166 13.8
Over £962 2

Entitlement to contribution-based benefits for employees retained for
earnings between £118 and £166 per week.

Theemployerrateis 0% foremployeesunder21andapprentices under25
on earnings up to £962 per week.

Class 1A (employers)  13.8%onemployeetaxable benefits

Class 1B (employers)  13.8% on PAYE Settlement Agreements

Class 2 (self-employed) flat rate per week £3.00
small profits threshold £6,365 per
annum

Class 3 (voluntary) flat rate per week £15.00

Class 4 (self-employed) 9% on profits between £8,632 and
£50,000 plus 2% on profits over
£50,000

Rates and Allowances 2019/20
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Company cars 2019/20

CO,emissions

Percentage of car’s

g/km list price taxed
0-50 16
51-75 19
76-94 22
for every " 0
additional 5 additional 1%

For diesel cars
generally add a

4% supplement
(unlessthecaris
registered on or after
1 September 2017
and meets the
Euro 6d emissions
standard) but the
maximumis still 37%.

For emissions over
94g/km if the CO;
figure doesnotendin

165 and above 37% (maximum) |a50r0rounddown
to the nearest 5 or 0.
2019/20
Car fuel benefit £24,100
Van benefit £3,430
Van fuel benefit £655

Plant and Machinery

First Yearallowance (FYA)on certain energy-efficient

plant, machinery and cars up to 50g/km

Annual Investment Allowance (AlA)
onfirst£200,000 ofinvestment. The limitwill
beincreasedto£1mfrom1January2019

Excludes cars and expenditure already qualifying for 100% FYA

Writing Down Allowance

Expenditure not qualifying for AIA or FYA:

100%

100%

Long-life assets, integral features of buildings, cars
over 110g/kmis 8% reduced to 6% from April 2019

Otherplantand machinery

18%

Rate %

Rate %

Year to 31.3.20

19 Year to 31.3.19 19

Different rates apply for ring-fenced (broadly oil industry) profit.

From 1.4.19 | From 1.4.18
Standard rate 20% 20%
Reduced rate 5% 5%
Annual Registration Limit|  £85,000 £85,000
AnnualDeregistration Limit £83,000 £83,000

Death rate Lifetimerate

Nil
40%

Chargeable transfers

2019/20 and 2018/19
Nil 0-£325,000 (nilrate band)

20%

Over £325,000

Afurthernilrate band of £150,000 (£125,000for2018/19) may be
available in relation to current or former residences.
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Individuals 2019/20 2018/19
Exemption £12,000 £11,700
Standard rate 10% 10%
Higher/additional rate 20% 20%
Trusts

Exemption £6,000 £5,850
Rate 20% 20%

Higher rates (18/28%) may apply to the disposal of certain residential
property and carried interest.

Entrepreneurs’ Relief and Investors’ Relief
Thefirst£10mofqualifying gains are chargedat 10%. Gainsin excess of
the limit are charged at the rates detailed above.

Across the whole of the UK, residential rates may be increased
by 3% where further residential properties are acquired.

Stamp Duty Land Tax
Land and buildings in England and N. Ireland

Residential Rate | Non-residential Rate
Band £ % Band £ %
0 - 125,000 0 0 - 150,000 0
125,001 - 250,000 2 150,001 - 250,000 2
250,001 - 925,000 5 Over 250,000 5
925,001 - 1,500,000| 10
Over 1,500,000 12

First-Time Buyer exemption may apply to residential purchases up to
£500,000.

Land and Buildings Transaction Tax
Land and buildings in Scotland

Residential Rate| Non-residential Rate
Band £ % Band £ %
0 - 145,000 0 0 - 150,000 0

145,001 - 250,000 2
250,001 - 325,000 5
325,001 - 750,000 | 10

Over 750,000 12

First-Time Buyerreliefmay apply onthefirst£175,000 of residential
purchases.

150,001 - 350,000 3
Over 350,000 4.5

Land Transaction Tax
Land and buildings in Wales

Residential Rate | Non-residential Rate

Band £ % Band £ %

0 - 180,000 0 0 - 150,000 0

180,001 - 250,000 | 3.5 | 150,001 - 250,000 1

250,001 - 400,000 | 5 |250,001- 1,000,000 5

400,001 - 750,000 | 7.5 Over 1,000,000 6
750,001 - 1,500,000 10
Over 1,500,000 12
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