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INTRODUCTION

Britain Walking Tall – Tax advisers to follow suit!

Unsurprisingly, this was less of a Budget and more of a Party Political Broadcast, with just 
seven weeks to go until the General Election.  The Chancellor led with the fact that, in 
the last year, Britain grew faster than any other major advanced economy in the world.

The Office for Budget Responsibility has revised its growth forecast upwards from 2.4% 
to 2.5% for the current year and from 2.2% to 2.3% for 2016.  The deficit has fallen by 
half since this government came into power and a surplus is predicted by 2018/19 
which, if achieved, will be the first surplus in 18 years.

Borrowing has reduced from £150bn when they came to power, to £90.2bn, which is 
£1bn less than originally predicted.  On jobs, Britain now has its highest rate of 
employment in its history.  We could go on (the Chancellor certainly did!).

There were pledges of public spending in various areas, including superfast broadband, 
military and blood bike charities, transport in the northern powerhouse, science and 
innovation, films and video gaming, orchestras and a new horse race betting right 
(whatever that means!)

Tax was very much second fiddle to the positive economic news, but there were a few 
announcements.

The personal allowance is, as previously announced, to increase to £10,600 in April 
2015, rising to £10,800 in 2016 and £11,000 in 2017.  The higher rate threshold is also 
to increase, for the first time in seven years, by more than inflation, which equates to 
£915 by 2017. If the government is re-elected they have made a commitment to raise 
the personal allowance to £12,500 and the threshold before paying higher rate tax to 
£50,000

Pensions may be getting more flexible, but the lifetime limit dropped again, this time to 
£1m from the current £1.25m.  On the plus side, Mr Osborne announced this would be 
index linked from 2018.

Tax avoidance was highlighted, as is standard, with the Chancellor introducing more anti-
avoidance measures, larger penalties for “serial avoiders” and a commitment to send out 
more Accelerated Payment Notices.
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Entrepreneurs’ Relief has been targeted again, this time to tighten the rules as to when 
an asset used in a business qualifies, and also to ensure individuals hold a 5% share 
directly in a trading company.

ISAs are to become more flexible, allowing individuals to withdraw and reintroduce in 
the same tax year, without a loss of tax exempt status, whilst a new Help to Buy ISA is 
to be introduced, allowing individuals to save £12,000, to which the government will add 
£3,000, to enable people to get on the housing ladder.

A personal savings allowance is being introduced, for basic and higher rate taxpayers 
(not additional rate taxpayers) allowing £1,000 and £500 respectively to be received in 
interest, tax free, encouraging saving.

A day late for St Patrick’s Day, but beer duty was cut by 1%, cider and spirits duty by 2%, 
although wine duty was frozen.  Fuel duty was also frozen for another year, the longest 
duty freeze in over 20 years.

Corporation tax, as already known, is to reduce to 20% from 1 April 2015.

Then came the bombshell, the Chancellor announced that the tax return would be 
“abolished altogether”. A new, online system is to be introduced allowing individuals to 
manage their own tax affairs, and upload their own information.  

Given the significantly under-resourced HMRC and their ability to make frequent errors, 
you have to question the sense of this move (and that’s not bitterness coming from a 
tax adviser!), but there will be a consultation with the aim being to achieve this transition 
by 2020.  This is definitely a “watch this space” announcement.

In what was his longest Budget speech, there was a lot of talk, but little substance.  Will it 
be enough come Election day on 7 May?  Will he still be Chancellor on the 8th?  Time 
will tell, but we’re sure he’s lost a lot of support from accountants!!
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INDIVIDUALS

Tax free personal allowance continues to rise

As already announced, the tax free allowance for an individual will rise from £10,000 to 
£10,600 for 2015/16, and further increases were also promised.  For 2016/17 the 
personal allowance will rise to £10,800 and for 2017/18 it will be £11,000.  If the 
government is re-elected they have made a commitment to raise the personal 
allowance to £12,500.

Alongside this, the income tax basic rate band will be amended.   It was already known 
that the basic rate band would reduce by £80 to £31,785 for 2015/16 but the 
Chancellor has announced that it will rise for the following two years to £31,900 for 
2016/17 and £32,300 for 2017/18.  

The increases in both the personal allowance and the basic rate band will mean that all 
taxpayers will pay less tax overall, regardless of their income.  The measures will cost the 
government about £1 billion in 2015/16 and £1.5 billion the following year.

Personal Savings Allowance and ISA flexibility

From April 2015 people whose taxable income is less than £15,600 do not pay any tax 
on their savings income.

A Personal Savings Allowance for £1,000 of interest on savings is to be introduced from 
April 2016, for those with taxable income of less than £42,700 per year.  For those 
whose taxable income is between £42,701 and £150,000 the Personal Savings 
Allowance will be £500. For additional rate tax payers (over £150,000) no allowance is 
available.

This will prevent 95% of savers paying tax on their interest, according to government 
figures.  Accordingly, from April 2016 banks and building societies will cease to deduct 
20% income tax on interest payments.

There is also to be more flexibility with ISAs, both in respect of their investments and 
for investors, who will be able to withdraw and repay cash from their ISA within a tax 
year without losing its tax exempt status.

These measures are expected to cost the Exchequer over £1 billion in the next tax year 
and between £565 million and £765 million in the following three tax years.
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INDIVIDUALS (cont)

Help to Buy ISA

First time buyers, who are over 16, can save for their UK properties with the help of the 
government, if they invest in a Help to Buy ISA.  For up to every £200 saved per month 
the government will add £50, up to a maximum of £12,000 plus a £3,000 government 
bonus.  The minimum bonus size is £400 per person.

Accounts need to be opened in the four years from this autumn, but there is no time 
limit on saving thereafter.  There can be an initial deposit of £1,000 in addition to the 
normal monthly savings.  

The bonus will be available on house purchases of up to £450,000 in London and 
£250,000 outside London.  Only one account can be opened per person, but not per 
home, so those buying together can each receive a bonus.

The end of the tax return is nigh

Following speculation already breaking before the Chancellor’s speech began, George 
Osborne made the headline statement that the annual tax return will be abolished, 
rounding off this statement with confirmation that the transition would start next year.

However, before we could book our skiing holidays for January, HMRC released what 
would be best described as their sales brochure, complete with a foreword from David 
Gauke MP, explaining that during 2016, five million small businesses, along with 10 million 
individuals, will have access to their own online tax account with HMRC.

The document promises that all users will have a tailored experience, including access to 
all taxes affecting them, the ability to pay taxes as they go and make single payments 
across all their tax liabilities, no matter what their source (PAYE, VAT, income tax etc).

Importantly, the online account will include details of all the information which HMRC  
already has at their disposal, even where provided by third parties, giving the user an up 
to date and “dynamic” experience of their tax affairs.  Users will even be able to upload 
details from their own accounting systems or provide further information, not already 
known to HMRC.
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INDIVIDUALS (cont)

The proposal to consolidate all information held by HMRC in one easy to access place 
is welcome, but we operate in a regime of self-assessment, where the taxpayer 
calculates their own taxes (or appoints an expert to do it for them). Quite how this 
online platform gives the taxpayer the opportunity to adjust for HMRC omissions or 
errors is yet to be published.  Before we pack our bags ready for an easy January we 
await the consultation, to be released later in the year, as to how this will be 
implemented and whether the annual tax return will truly be consigned to history.

COMPANIES

Corporation tax rate

As previously announced corporation tax rates will be aligned to 20% for all companies 
from 1 April 2015.

Corporation tax: loss relief prevention

Parliament has identified an abuse of loss relief rules where, in their view, some 
corporate entities were using contrived avoidance arrangements to “refresh” brought 
forward losses and convert them into losses which could accelerate the tax relief 
available by giving in year deductions.

Measures will be introduced which will cover corporation tax trading losses, non-trading 
loan relationship deficits and management expenses to ensure that where the conditions 
of the new rules apply, it will not be possible to use these losses to obtain tax relief.

This measure will have immediate effect.
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OTHER ISSUES

Capital Gains Tax (‘CGT’)
Further tightening of entrepreneurs’ relief rules
The December 2014 Autumn Statement included the unexpected announcement that 
the disposal of goodwill to a close company, related to the vendor, would no longer 
qualify for CGT entrepreneurs’ relief.  

The Chancellor has announced two further measures, effective immediately, that will 
further restrict the availability of entrepreneurs’ relief on disposals of business assets in 
certain cases, increasing the tax payable on such disposals from 10% to the main rate of 
28%.

The first measure tightens the rules on claims to entrepreneurs’ relief in respect of 
disposals of assets, held personally by an individual, but used in the trade of their 
partnership or company. Subject to certain conditions, it is possible to claim the 10% 
entrepreneurs’ relief rate of tax on such disposals, where they are associated with a full 
or partial withdrawal from the business itself.  Withdrawal from the business was not 
previously defined, leaving open the possibility of a claim to entrepreneurs’ relief on 
asset disposals at the same time as a very small reduction to an individual’s shareholding 
or partnership share. 

To ensure that entrepreneurs’ relief is only available where an individual has genuinely 
withdrawn from a business, it is now only available on disposals of personally held assets 
where they accompany a disposal of at least a 5% shareholding in a company or share 
of assets in a partnership. 

The second measure aims to restrict entrepreneurs’ relief to those with a genuine stake 
in a trading business and prevents claims in respect of gains on shares in certain 
companies which invest in joint venture companies, or which are members of 
partnerships. In these circumstances, relief will be denied. Shares in normal trading 
companies or the holding companies of genuine trading groups should not be affected. 
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OTHER ISSUES (cont)

Wasting assets 
The government has announced that legislation will be introduced in Finance Bill 2015 
clarifying that the CGT exemption, for certain wasting assets, is only available where the 
qualifying assets have been used in the seller’s own business. 

This measure is being introduced to tighten up on perceived avoidance arrangements 
involving the loaning of assets to third party businesses in order to fall within the 
wasting assets exemption. More details will be known on publication of the draft 
legislation next week.

The normal wasting asset exemption, where there is an expected life of less than 50 
years, should not be affected. 

Inheritance tax

In a move that would appear to have been solely motivated by the opportunity to 
make a joke at the expense of Ed Miliband, the Chancellor announced that the 
government will launch a review into the use of deeds of variation where there is a ‘tax 
avoidance’ motive.

Mr Osborne repeated his Autumn Statement promise that the existing inheritance tax 
exemption for medals will now apply to all decorations bestowed upon members of 
the armed and emergency services, as well as awards made by the Crown for 
achievements and service in public life.

Also announced at the Autumn Statement, reiterated in the Budget documents today, 
was the extension of the IHT exemption for those killed on active duty in the armed 
forces to emergency services personnel.  Where a member of the emergency services 
or a humanitarian worker is killed, while responding to emergency services on or after 
19 March 2015, there will be no IHT payable on their estate. 



OTHER ISSUES (cont)

Pensions
Pensions freedom extended as annuity sale plans confirmed
Chancellor George Osborne has confirmed retirees will be allowed to sell their annuity 
contracts for cash, from April 2016, without facing "punitive tax charges". 

At present, people wanting to sell their annuity income to a willing buyer face a 55%, or 
up to 70% in some cases, tax charge.

Mr Osborne said it would remove this "punitive" charge, so people are taxed only at 
their marginal rate.

The government believes that, for most people, keeping their annuity income will be the 
right decision – allowing them a stable and guaranteed retirement income. But 
individuals’ needs vary greatly and it is not for the State to determine how they use their 
income. So for instance, those looking to exchange some of their retirement income to 
pay off debts, or help their children or grandchildren get a step up in life, should be able 
to do so if they can find a willing buyer.

The Chancellor said: "The creation of a well regulated carefully designed second hand 
annuity market could mean that people’s annuities are now more flexible, still 
guaranteeing an income for life but also able to provide some extra cash when it is 
needed. It will provide those five million older people who have already taken an annuity 
with a greater degree of flexibility."

He added: "Admittedly, the devil is in the detail and it now falls to the government and 
industry to create a safe market which provides real value to consumers.

Extending the freedoms to past annuitants and providing future generations with even 
more flexibility is simply not good enough, unless it has a genuinely positive impact on 
their lives and this needs to be at the heart of the consultation."

Pensions lifetime limit
The pensions lifetime limit is to reduce from £1.25m to £1m from 6 April 2016.  There 
will be transitional rules to protect those who have a pot of over £1million prior to that 
date.  From 6 April 2018 the lifetime allowance will be index linked. 
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OTHER ISSUES (cont)

VAT matters

Rates of VAT
The standard and reduced rates of VAT remain unchanged at 20% and 5% respectively

Registration / deregistration
The registration and deregistration thresholds are increased by £1,000 to £82,000 and 
£80,000 respectively with effect from 1 April 2015.

Deductions relating to foreign branches
With effect from the first day of its next partial exemption year beginning on or after 1 
August 2015, supplies made by foreign branches can no longer be taken into account by 
a partly exempt UK business when calculating how much VAT incurred on overhead 
costs used to support those branches can be deducted.

VAT refunds for search and rescue, palliative care and medical courier charities
As previously announced in the Autumn Statement, measures effective from 1 April 
2015 will refund to search and rescue and palliative care charities the VAT incurred on 
the purchase of goods and services, and the acquisition and importation of goods from 
outside the UK, used for their non-business activities.

These measures are now extended to cover medical courier (e.g. blood bikes) charities.

Severn River Crossing toll
Once the Severn River Crossings are in public ownership post-2018, VAT on the tolls 
will be abolished.

Non-departmental and similar public bodies engaged in shared services arrangements
From Royal Assent, measures will be introduced to refund to named non-departmental 
public bodies, and similar public bodies, the VAT incurred as a part of shared services 
arrangements which is used to support their non-business activities. 

Transport agency 
As previously announced in the Autumn Statement, The Finance Bill 2015 will legislate 
to ensure that the organisation to replace the Highways Agency will be eligible for VAT 
refunds from 1 April 2015.
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