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So, despite a lot of media coverage about potential capital gains tax rate increases and the introduction of wealth 

taxes, the Chancellor, in his Budget, did the sensible thing and focussed on the economic recovery, rather than hitting 

an already beleaguered nation with a huge swathe of tax rises. 

 

Support was at the forefront of his speech, to get us through what is, hopefully, the last phase of the coronavirus 

pandemic. The furlough scheme was extended to 30 September 2021, with a commitment to cover 80% of employees' 

wages over that period. The self-employed income support scheme was similarly extended, with a fourth and fifth 

grant, although with a new test such that businesses where turnover has dropped by less than 30% would only be 

entitled to a 30% grant, with those others continuing to be entitled to the 80% grant. 

 

Grants of up to £6,000 per property for non-essential retail business are to be provided with those in hospitality and 

personal care businesses being provided with a grant of up to £18,000 per property, to try to kick start their recovery. 

Added to that is an extension to the business rates holiday for three months, from 1 April 2021, with a two thirds 

reduction for the following nine months. 

 

More support was provided to the battered hospitality sector, with an extension to the reduced rate of VAT to 30 

September 2021, with a rate of 12.5% then applying until 31 March 2022. 

 

In a widely expected move, Mr Sunak extended the SDLT ‘holiday’ of the £500,000 nil rate band until 30 June, then 

tapering it down to £250,000 until 30 September, before it returns to its normal £125,000 level. This will be seen as a 

big relief to the property sector, who were all worrying about the impact of a cliff edge drop in the nil rate band. 

 

And the support kept coming, with fuel and alcohol freezes (the latter having been far more utilised during lockdown 

than the former!) and a maintenance of the £20 Universal Credit increase for another six months. 

 

The figures for the economy and borrowing were alarming, before the further support was announced, with £355 billion 

having been borrowed over the last year to provide the £352 billion support provided to date, with a further £234 billion 

being anticipated in the next fiscal year, to continue the support. These figures are an eye-watering 17% and 10.3% of 

national income and, it has been conceded by the Chancellor, will take decades to repay. The fact that a 1% increase 

in inflation and interest rates will cost the country £25 billion extra shows the need to reduce the debt levels as quickly 

as possible. 

 

So, how is Rishi Sunak planning to achieve that? Not through obvious tax rises as rates of income tax, national 

insurance and VAT are staying at their current levels.  Instead ‘stealth tax’ rises will come into play, with the freezing of 

the personal allowances/exemptions for income tax, capital gains tax, inheritance tax and pensions allowance, from 

2021/22, until 2026. The freeze also applies to the higher rate threshold of £50,270. Less painful than an increase in 

rates, perhaps, but an effective increase, nevertheless. 

 

The one tax that was announced as rising was corporation tax, but not until 2023. It was expected that this would be 

the ‘easy’ tax for the Chancellor to increase, but the rise to 25% in one hit was a bit of a surprise. A new small 

companies’ threshold of £50,000 was announced, where those companies will still continue to pay 19%, whilst those in 

the band between £50,000 and £250,000 will be at a ‘marginal rate’, such that only the most profitable 10% of 

companies will be paying the full rate. This results in those ‘marginal profits’ being subject to a rate of 26.5%, so back 

to the ‘good old days’ for those of us who remember them. 

 

In taking away with one hand, he immediately gave back with another, announcing an extension of loss carry back, for 

all businesses, from one year to three years, acknowledging the impact the pandemic has had on many businesses. 

The extended two years’ carry back applies for the profits arising in the tax years 2020/21 and 2021/22 and the 

additional amounts carried back are capped at £2 million per year. This represents a potential refund for affected 

businesses of up to £760,000. 

 

But the bigger announcement came in the form of a new ‘Super Deduction’ to get corporates investing again, as the 

Chancellor sees this as our way to recovery and the generation of future tax receipts. In a move he heralded as being 

‘the biggest tax cut ever’, companies (and only companies) will benefit from 130% relief for investment in qualifying 
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plant and machinery and a 50% first year allowance for those that fall in the ‘special rate’ category. This seems to be in 

addition to the annual investment allowance of £1 million that applies until 31 December 2021, but the interaction of 

those allowances is yet to be clear. 

 

There were further announcements to kick start the economy, with relaxed rules on migrants to bring in the brightest 

brains and ‘help to grow’ programmes for management and digital training. There was also the creation of eight 

Freeports, with the aim of these being lower tax areas, to aid investment, generate jobs and build businesses.  The 

details of these remain to be seen but are an exciting, if experimental, policy. 

 

The net cost of all these measures over the next two years is approaching £66 billion, before it is anticipated there will 

be an annual surplus. The level of investment and support is a huge gamble for the Government, already drowning in 

debt. Their hope is that the private sector will grab what is on offer with both hands, helping to first heal, then grow, the 

economy at a rapid rate. 

 

Everyone must surely hope the same thing, after an incredibly difficult and painful twelve months. With spring almost 

upon us, Rishi is hoping these announcements will herald the green shoots of recovery for the economy; we should all 

drink to that. 
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The Chancellor announced a package of measures to continue to support the economy through the final stages of the 

COVID-19 pandemic. 

 

CJRS 

 

The coronavirus job retention scheme (CJRS) was due to end on 30 April 2021, but has been extended to the end of 

September 2021. The scheme will continue to cover 80% of the cost of employees’ current salary, for unworked hours, 

until the end of June 2021, up to a cap of £2,500 per month. 

 

From 1 July 2021 employers will be required to contribute 10% towards the cost of unworked hours, and 20% in August 

and September, ensuring employees continue to receive 80% of their current salary. 

 

SEISS 

 

Two further self-employment income support scheme (SEISS) grants were announced in the Budget. These allow the 

self-employed, including those in partnership, to claim support, following on from the three grants already made 

available. 

 

To be eligible for the fourth and fifth grant, individuals must have filed a 2019/20 self-assessment tax return, therefore 

making individuals that are new to self-employment, in 2019/20, eligible for grants. Further eligibility criteria are due to 

be published, in due course. 

 

The fourth grant will cover the period February to April 2021 and will be calculated as 80% of their average trading 

profits for the last four years, capped at £7,500. This will be paid out between late April and May 2021. 

 

The fifth grant, available to claim between July and September 2021, will require a financial impact calculation to be 

carried out to determine the loss of turnover in the year April 2020 to April 2021. Individuals whose turnover has fallen 

by more than 30% will continue to receive the full grant, worth 80% of three months’ average trading profits, up to a cap 

of £7,500. Individuals whose turnover has fallen by less than 30% will receive a 30% grant, capped at £2,850. 

 

The fifth grant can be claimed from late July 2021. 

 

Payments from SEISS should be taxed as income in the tax year in which they are received. 

 

Business rates 

 

The Government will continue to provide eligible businesses, occupying eligible retail, hospitality and leisure properties 

and nurseries in England, with 100% business rates relief from 1 April to 30 June 2021, being a ’three month extended 

holiday’. 

 

For the following nine months, from 1 July 2021 until 31 March 2022, these properties will receive a two thirds discount. 

This relief will be capped at £2 million per business for those that were required to close on 5 January 2021, and a cap 

of £105,000 per business for those that were not required to close. 

 

Businesses can opt out from this relief. Up to 750,000 business are expected to benefit from business rates relief in 

England. 

 

Universal credit and working tax credits 

 

The current ’temporary’ £20 per week increase to universal credit standard allowance will be continued for a further six 

months in England, Wales and Scotland.  

 

This uplift will apply to all new and existing claims for universal credit. 

COVID-19 support package 
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The Government is also making a one-off payment of £500 to eligible working tax credit claimants across the UK, to 

provide continued extra support over the next six months. 

 

Statutory sick pay reclaim 

 

Small and medium sized employers, being those with under 250 employees, will continue to be able to reclaim up to 

two weeks of eligible statutory sick pay costs, per employee, from the Government. This includes time taken off due to 

being unwell with COVID-19 or having to self-isolate or shield because of it. 

 

No end date has been set on this scheme although it is expected to come to an end on 30 September 2021. 

 

Apprentice hiring incentive 

 

The cash bonus incentive given to businesses for taking on apprentices, which is currently £2,000 for a 16-24 year old 

and £1,500 for a 25+ year-old was set to end on 31 March 2021. 

 

It was announced in the Budget that the incentive scheme will continue for a further six months until the end of 

September 2021, whilst from 1 April 2021 the bonus will increase to £3,000 per new hire, regardless of the employee’s 

age. 

 

Fraud prevention 

 

The Government will be investing over £100 million and 1,265 HM Revenue and Customs staff to combat fraud within 

the COVID-19 support packages. This will also include raising awareness of enforcement action. 
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Corporation tax 
As widely expected, corporation tax rates will rise but just for bigger companies and not until April 2023. 

 

The main rate of corporation tax will then rise from 19% to 25%, which is in line with countries such as France and 

Germany. 

 

A new small profits’ rate of corporation tax will be introduced for companies with annual profits below £50,000.   

 

Marginal relief will be available for profits between £50,000 and £250,000, such that the overall rate will be on a sliding 

scale between 19% and 25% for such companies. 

 

This marginal rate will be 26.5% which will encourage tax planning to reduce profits to the £50,000 threshold. 

 

The measure is forecast to raise £12 billion, £16 billion and £17 billion for the three years after implementation, 

respectively.   

 

Loss carry back 

 

From April 2021 companies, partnerships and sole traders will be able to carry back trading losses for three years, as 

opposed to the current one year carry back rule. 

 

There will be a limit of £2 million of losses for each additional year, per taxpayer, as well as for groups of companies. 

 

The new rules will apply to trading losses which fall into the 2020-21 and 2021-22 tax years, so it is only a temporary 

measure.  

 

To be eligible, companies and individuals must not have ceased trading and individuals and partnerships must not be 

in their first three years of trading. 

 

130% super deduction for companies 

 

Companies will be able to claim 130% capital allowances for main rate capital expenditure on plant and machinery, 

from 1 April 2021 to 31 March 2023.  As a result, companies may want to consider deferring capital expenditure by one 

month, to take advantage of the new allowance. 

 

There will also be a 50% relief for special rate capital expenditure but excluding operating leases, second-hand assets 

and cars for the same time period. 

 

The 100% annual investment allowance (AIA) for expenditure up to £1 million until 31 December 2021 and £200,000 

each year thereafter, remains in place for all businesses, but for companies the new super deduction will obviously be 

far more valuable. 

 

During the coronavirus crisis, UK companies have significantly reduced their capital expenditure. This measure is 

clearly designed by the Government to try and encourage corporate investment to generate growth.   

 

 

 

 

Companies and Businesses 
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Enterprise management incentives - call for evidence 
The enterprise management incentives (EMI) scheme was designed to help small, innovative companies across the 

UK reach their growth potential. The EMI scheme was created to bolster the attractiveness of share based 

remuneration, allowing small companies to offer a competitive remuneration package, comparable to larger, more 

established companies, without the need to have cash on hand. The aim was that the EMI scheme allowed recruitment 

and retention of skilled employees to improve the growth of small businesses. 

 

The Government announced back in the 2020 Budget that it would review the EMI scheme to ensure it is providing 

support for high growth companies to recruit and retain the best talent; as well as examining whether more companies 

should be able to access the scheme. 

 

In the 2021 Budget the Government has announced that it is making a ’Call for Evidence’ to assess the effectiveness 

of the scheme and understand whether the EMI scheme could be extended to include more companies. The particular 

focus areas are: 

 

1. Whether the current scheme is fulfilling its policy objective of helping small and medium enterprises (SMEs) recruit 

and retain employees. 

2. Whether companies that are ineligible for the EMI scheme because they have grown beyond the current 

qualification limits are experiencing structural difficulties when recruiting and retaining employees. 

3. Whether the Government should expand the EMI scheme to support high growth companies and how. 

4. Whether other forms of remuneration could provide similar benefits for retention and recruitment as EMI for high-

growth companies. 

The Government seeks views from businesses, business representative organisations, and employees before the 

response deadline of 26 May 2021. 

 

Responses can be submitted by email to: emiconsultation@hmtreasury.gov.uk  
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Consultation on R&D tax reliefs 
The Chancellor’s Budget unveiled a further consultation on UK tax reliefs for R&D.  

 

There have been a number of consultations on the R&D tax incentives recently; responses to the most recent one, 

concerning a potential reframing of expenditure qualifying for these tax incentives, were also published today. These 

have effectively been picked up in the further consultation announced today. 

 

The consultation announced today is, however, more significant. It effectively signals a potential ‘root and branch’ 

rethink of the UK’s support for R&D through the corporate tax regime. Key points that it will cover include: 

 

■ definitions, eligibility and scope of the reliefs; 

■ how well the reliefs are operating and whether this could be improved; and 

■ targeting of the reliefs to maximise the value of taxpayers’ support. 

In particular, the consultation will address: 

 

■ Whether the two existing schemes of R&D tax incentives (the ‘SME’ scheme and the R&D expenditure credits 

scheme) should be consolidated into one scheme; 

■ Whether the R&D schemes should continue to be administered through the corporation tax self-assessment 

system, or instead be subject to a greater degree of assurance and scrutiny at the point that the claim is made; 

■ The role and responsibilities of agents and advisers (including their fee structures) and HMRC in the claims 

process; 

■ Whether the coverage and disbursement of the tax incentives is adequate or requires some revision. 

It is likely that this wide-ranging consultation is borne out of a number of factors. The advent of Brexit potentially opens 

up the possibility of some rationalisation and simplification of aspects of the scheme that had previously evolved in the 

context of EU state aid rules. There has, however, also been increasing concern recently regarding potential abuse of 

the incentives by some advisers, and suggestions that the R&D tax incentives should be better targeted and 

scrutinised. 

 

In the context of the wider Budget tax measures, it is not surprising that the Government is keen to ensure that its 

investment in innovation via R&D tax incentives represents genuine value for money for UK taxpayers. An overhaul of 

these incentives, and an increased effort to ensure that they are appropriately targeted and that claims are genuine, is 

a likely outcome from this exercise. Many might consider that it is probably long overdue. 
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Business asset disposal relief (BADR) 
BADR replaced its predecessor, entrepreneurs' relief, from 6 April 2020. The relief continued to offer a 10% rate of tax 

on the gains from selling a business, along with land and buildings associated with that business. 

 

After the qualifying period was extended to two years from 6 April 2019, BADR reduced the lifetime limit to £1 million 

(previously £10 million), which reduced the attraction of what had been a valuable and popular relief.  

 

No changes to BADR were announced by the Chancellor in the 2021 Budget and, therefore, where an individual sells a 

trading business owned for at least two years, or a share in a partnership, then BADR will be available. Similarly, 

individuals who own at least 5% of the ordinary share capital in a trading company and have also been an employee or 

officer for at least two years, may sell their shares and attract a 10% rate on up to £1 million of the gain. If this lifetime 

limit is exceeded, tax will be 20%, in most cases. 
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Freeports 
In his Budget speech, the Chancellor announced the establishing of eight ‘Freeports’ in the UK. This concept is not 

entirely new as Freeports existed in the UK as recently as 2012. The basic concept is that a small region of the country 

is carved out and designated Freeport status which gives certain relaxations in taxation and customs duties as well as 

funding to encourage business growth. 

 

‘Tax sites’ will be created which will provide the following benefits until 30 September 2026: 

 

1. An enhanced rate of structures and buildings allowance. This will allow the cost of non-residential buildings to be 

written off against business profits over 10 years, rather than 33.3 years as is the case at present. 

2. An enhanced rate of capital allowances for plant and machinery and special rate items. This will be 100% for two 

years from when the designation commences. Special rate items include, amongst other things, fixtures integral to 

commercial buildings and certain high value long life assets. See also the section 'Companies and Businesses' in 

respect of new capital allowances for companies. 

3. Full relief from stamp duty land tax for land and buildings purchased for commercial purposes. 

4. Full relief from business rates. 

Subject to parliamentary approval, full or partial relief from employers' national insurance contributions may be 

available up to April 2026, with the possibility of an extension to April 2031. 

 

The Freeports are intended to be established from later this year in the following areas: East Midlands Airport, 

Felixstowe and Harwich, Humber, Liverpool City Region, Plymouth and South Devon, Solent, Teesside and Thames. 

Discussions will continue with the devolved governments on establishing freeports in Wales, Scotland and Northern 

Ireland. 
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Income tax and national insurance 
The Chancellor was able to, at least politically, maintain the Conservative promise of not increasing income tax, by 

increasing the personal allowance from £12,500 to £12,570 from 6 April 2021, and also increase the rate at which 

individuals pay 40% tax (32.5% for dividends) to £50,270. The highest tax rate of 45% (38.1% for dividends) will remain 

at £150,000. However, these thresholds have been frozen until 5 April 2026, meaning that there will be an increase in 

tax take, in real terms, over the coming years. 

 

As the upper earnings limit for national insurance is aligned to the income tax higher rate, then this too will rise to 

£50,270 and be frozen at that level until 5 April 2026. The primary threshold, being the starting point at which the 

employed and self-employed pay national insurance, will rise to £9,568, as had previously been announced. 

 

Capital taxes 
 

‘Frozen’ appears to be a common expression for taxation of individuals in this Budget. The annual exemption from 

capital gains tax (currently £12,300), will remain at that level until at least 2025/26. Inheritance tax follows the same 

policy, remaining at £325,000 for the nil rate band and £175,000 for the residence nil rate band, until at least 5 April 

2026. Whilst there will also be an increase in taxation, in real terms, by the tax-free allowances being frozen, as there 

had been speculation by some of a raid on capital taxes, the fact this is the only measure announced will be welcomed 

by many. 

 

Pension funds and investments 
 

The lifetime allowance is the maximum amount that an individual can have across all pension savings, with amounts 

above this taxed at punitive rates. The lifetime allowance is currently at £1,073,100 and it will be frozen at this level 

until 5 April 2026. 

 

ISA and Junior ISA contribution limits have been frozen at their current annual amounts of £20,000 and £9,000 

respectively. 

 

Penalty easement 
 

Parliament confirmed HMRC’s stance that penalties will be waived for late filing of tax returns, provided they were filed 

on or before 28 February 2021. 
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Registration and deregistration threshold/rates of VAT 

The VAT registration threshold is maintained at £85,000 for two years from 1 April 2022. The deregistration threshold 

will remain at £83,000 for the same period. 

 

The standard and reduced rates of VAT remain at 20% and 5%, and a new interim rate of 12.5% will apply to 

hospitality, accommodation and specified attractions from 1 October 2021 as noted below.  

 

Extension to reduced rate for hospitality, accommodation and attractions 

 

The 5% temporary reduced rate of VAT on supplies of accommodation, food and beverage services excluding alcohol, 

and specified attractions is extended for a further six months from 1 April 2021 to 30 September 2021; this is followed 

by a 12.5% rate until 31 March 2022, after which the standard 20% rate will apply. 

 

Extension of the window for starting deferred VAT payments through the VAT new payment scheme 

 

As had previously been announced, the deadline for signing up to this scheme has been extended by three months to 

30 June 2021 (21 June if applying online). At HMRC’s discretion, there may be a penalty of 5%, chargeable in relation 

to the amount of the deferred VAT that is outstanding, if a business has not either paid in full, opted into the new 

payment scheme or made an alternative arrangement to pay by 30 June 2021. 

 

The final date by which a payment within the new payment scheme can be made has not been changed and remains 

as 31 January 2022.  

 

Reform of VAT penalty regime 

 

With effect from 1 April 2022, the penalty regime for VAT will be reformed (in line with that for income tax self-

assessment). 

 

There will be a new points-based late submission regime, where a financial penalty will only be issued when the 

relevant threshold is reached. A new late payment regime will introduce penalties proportionate to the amount of tax 

owed and how late payment is, and a new approach to interest charges and repayment interest will align VAT with 

other tax regimes. 

 

VAT update 
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Stamp duties land tax (SDLT) 
A temporary measure was already in force for residential property, meaning that individuals acquiring their only 

residential property would pay no SDLT on purchases of £500,000 or less. It has been announced that these measures 

will continue until 30 June 2021. 

 

From 1 July, rather than the nil rate band threshold falling to its previous level of £125,000, it will instead reduce to 

£250,000, until 30 September 2021.  

 

From 1 October 2021 it will return to its previous level of £125,000 and the same rates as before the temporary 

measure was brought in. 

 

The recent average house price in Cheltenham was £375,000. Prior to 30 June 2021, someone replacing their main 

residence with an average property in Cheltenham would pay no SDLT at all. If the purchase takes place after 30 June 

2021, but before 1 October 2021, it will be £6,250, and from 1 October 2021 it will be £8,750. 

 

 

 

 

Stamp duties  
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