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March 2017 

 

March Budget  
 
The backdrop to this year’s Budget was the better than expected economic growth to date but, 

with measured concern for the future – given the uncertainty over what our post-Brexit world 

will look like. 

 

Given the movement this year to an Autumn Budget followed by a Spring Statement (focused on 

responding to the forecast from the Office for Budget Responsibility) most commentators 

expected there to be little change to personal and corporate tax or pensions in this last Spring 

Budget and that consideration of these sorts of change would be deferred to the first Autumn 

Budget later this year. 

 

And while they were largely right – there were some (notable) exceptions:- 

 

• The reduction of the tax free dividend allowance from £5,000 to £2,000 from 6 April 2018 

 

• Fundamental changes to Qualifying Recognised Overseas Pension Scheme (QROPS) 

 

• Confirmation that the reduction to the Money Purchase Annual Allowance will be 

implemented from 6 April 2017 

 

• More activity to combat aggressive tax avoidance 

 

• Confirmation that the corporation tax rate will reduce to 17% from 1 April 2020 

 

 

INCOME TAX  

 

Tax rates and allowances  

 

From 6 April 2017, the personal allowance is £11,500 and the higher rate threshold £45,000, 

giving a basic rate limit of £33,500.    

 

For all couples, as a bare minimum, both personal allowances, starting/basic rate tax bands and 

the dividend and personal savings allowances should be used to the full.  This is particularly 

beneficial where income can be legitimately shifted from a higher or additional rate taxpaying 

spouse to a non, starting or basic rate taxpaying spouse.  For those with cash and investments 

this will usually be facilitated by an unconditional transfer of income-producing assets from the 

higher tax paying spouse to the other.   
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Any such transfers would usually be CGT and IHT neutral as transfers between spouses living 

together are treated as transfers on a no gain/ no loss basis for CGT purposes and transfers 

between UK domiciled spouses (living together or not) are exempt from IHT without limit.   

 

Dividend allowance 

 

The tax-free dividend allowance will reduce from £5,000 to £2,000 from 6 April 2018. This will 

reduce the tax differential between the self-employed and employed, and those working through 

a company. Even at its reduced £2,000 level 80% of general investors pay no tax on dividends – 

please also see below ‘Dividend taxation for investors.’ 

 

Those able to control the amount of dividend income they receive, such as shareholding 

directors of private companies, should consider paying themselves up to £5,000 in dividends in 

tax year 2017/18. 

 

Disguised remuneration 

 

Consultation on tackling disguised remuneration avoidance schemes will start later in 2017. 

 

 

NATIONAL INSURANCE CONTRIBUTIONS 

 

In the Budget it was announced that the main rate of Class 4 National Insurance contributions 

paid by the self-employed would increase by 1% to 10% from April 2018, and by a further 1% to 

11% from April 2019. However, on the 15 March the Chancellor decided to drop this change and 

confirmed an increase would not take place in this Parliament.  

 

 

CAPITAL GAINS TAX 

 

Capital gains tax exemption 

 

The annual capital gains tax exemption will increase from £11,100 to £11,300 from 6 April 2017.  

 

The annual exemption available to trustees will increase from £5,550 to £5,650 from 6 April 2017 

– although this limit is diluted where the settlor has created more than one trust, subject to a 

minimum of £1,130 per trust. 

 

The rates of capital gains tax remain unchanged. 

 

Making use of the annual exemption  
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The annual exemption is given on a ‘use it or lose it’ basis. So, if individuals are relying on certain 

investments for additional income, re-balancing asset allocation within their investment portfolio 

could provide the opportunity to use their annual exemption. 

 

In some cases considering a phased sale of shares over two tax years can prove to be beneficial 

as it is possible to benefit from the use of two annual exemptions. 

 

Maximising the use of losses 

 

Despite the recovery in some asset values, some longer-term holdings could still be standing at a 

loss.  Those taxpayers who either make a capital loss or have carried forward losses need to 

understand how these can be used. 

  

If a taxpayer realised a gain and a loss in the same tax year: 

 

• The loss will be set off against the gain, even if the gain is within the taxpayer’s annual 

exemption. Some or all of the exemption may therefore be wasted. 

 

However, if the taxpayer has a carried forward a loss from a previous tax year: 

 

• The carried forward loss is only used up to the extent that it reduces their overall gains to 

the level of the annual exemption. 

  

• The loss is therefore only partly used when necessary with the balance carried forward to 

be set off against gains in later tax years. 

 

Care should always be taken before realising gains and losses in the same tax year and, in 

particular, the annual CGT exemption should not be wasted.   

 

Use of EIS 

 

Where investors decide to rearrange their portfolios the tax on any resulting capital gains can be 

deferred by reinvestment in an EIS with 36 months of disposal or within 12 months prior to the 

disposal.  On subsequent disposal of the EIS holding the deferred gain will be chargeable at the 

then prevailing CGT rate.  

 

Non-resident companies chargeable to income tax and capital gains tax 

 

In the 2016 Autumn Statement the government announced that it will consult on the options for 

bringing non-UK resident companies, who are currently chargeable to income tax on their UK 

taxable income, and capital gains tax on certain gains, within the scope of corporation tax. This 

would broadly mean that these companies would then be subject to the rules which apply 

generally for the purposes of corporation tax, including the limitation to corporate interest 

expense deductibility and loss relief rules. This consultation began on 20 March 2017.  
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INHERITANCE TAX   

 

There were no new announcements in the Spring Budget 2017 relating to inheritance tax. The nil 

rate band remains at £325,000 and no changes were announced in respect of increasing 

exemptions. From April 2017 we will however, see the introduction of a residence nil rate band, 

which will initially start at £100,000. 

 

With a nil rate band frozen since 2009, basic inheritance tax planning using exemptions, such as 

the annual exemption of £3,000 or gifts out of income, should not be ignored.  

 

 

TRUST TAXATION  

 

There were no taxation changes aside from the CGT rates which will affect trustees. 

 

When trustees pay CGT, currently the rate is 20% except for carried interest and for chargeable 

gains on residential property (other than that occupied by a beneficiary where the principal 

private residence relief may be available) when the 28% rate applies.  The 28% rate will also 

remain for ATED-related chargeable gains. 

 

The annual CGT exemption available to trustees will increase from £5,550 to £5,650 from 6 April 

2017 – although this limit will be diluted according to the number of trusts created by the same 

settlor but will never be less than £1,130. 

 

Trusts offer an investor a number of tax advantages and one of those will be as a means of 

obtaining an additional one half CGT annual exemption – even in cases where the settlor’s 

spouse and/or minor children are beneficiaries under the trust.  In the case of a bare trust, it is 

possible to use the individual beneficiary’s full £11,300 annual exemption.  Collective 

investments geared towards capital growth will frequently be a good way to utilise the trustee’s 

(or individual beneficiary’s) annual exemption in future years. 

 

 

DOMICILE AND RESIDENCE  

    

There were no new announcements in the Spring Budget 2017 relating to domicile and 

residence. However, from April 2017  

 

• Non-UK domiciled individuals (“non-doms”) will be deemed UK domiciled for all tax purposes 

after they have been UK resident for 15 of the past 20 tax years; 
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• Individuals who were born in the UK and who have a UK domicile of origin will revert to their 

UK domiciled status for tax purposes if they are resident in the UK in the future (subject to a 

two-year grace period); and  

 

• UK residential property indirectly held by a non-domiciled individual through an offshore 

structure will cease to be excluded property from 6 April 2017.  

 

 

DIVIDEND TAXATION FOR INVESTORS 

 

The importance of dividends (especially reinvested dividends) as a contributor to investment 

returns is undeniable which equally means the taxation of dividends from investments is of 

considerable interest to investors, advisers and investment managers.     

 

The introduction of the £5,000 dividend allowance from 6 April 2016, together with the abolition 

of the need to ‘gross-up’, represented a significant change to investment taxation – along with 

the changes to the taxation of savings income and capital gains. 

 

It has been announced that from 2018/19 the dividend allowance will reduce from £5,000 to 

£2,000.  The stated “driver” for this change was the desire to reduce the attraction (and resulting 

tax loss generated) of incorporation and the taking of income by way of dividends as opposed to 

salary by owner managers – this is covered below, see “Taxation of Shareholding Directors.” 

 

However, the proposed reduction is not solely targeted at shareholding directors – it applies to 

all dividends.  From 6 April 2018 the reduced dividend allowance will reduce the size of portfolios 

that can deliver tax free income and reduce the threshold above which investment bonds should 

be considered for their tax-deferring qualities. 

 

The size of a portfolio that will deliver a tax free income with the dividend allowance will, of 

course, depend on the yield. 

 

Consider the following:- 

 

Portfolio size Yield Tax free dividend 

 

£100,000 2% £2,000 

£80,000 2.5% £2,000 

£66,666 3% £2,000 

£57,142 3.5% £2,000 

 

…You get the picture 
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It’s worth reminding that as long as a fund does not have more than 60% of its investments in 

fixed interest stock the emerging income payment (even though it may be contributed to by 

interest) for the investor will be taxed as a dividend. 

 

With the reduction of the tax free dividend allowance to £2,000 comes the reduction of the 

portfolio threshold above which it may be worth considering an investment bond for its tax 

deferment qualities. 

 

Of course, the choice of a bond (UK or offshore) or collective is not a binary one but tax is 

undoubtedly the most important factor. 

 

And although the taxation of capital gains cannot be ignored it is probably hard to make a tax 

case for considering investment bonds until the value of the fund that produces a dividend that is 

tax free is exceeded.   

 

“Wrapper allocation” to maximise relief and flexibility – especially given future tax uncertainty - 

remains a strategy well worth considering. 

 

 

VCT, EIS, SEIS and SITR  
 

Venture Capital Trusts (VCTs), Enterprise Investment Schemes (EISs), Seed Enterprise 

Investment Schemes (SEISs) and Social Impact Tax Relief (SITR)  

 

There were no announcements in the Budget which directly impacted the VCT, EIS and SEIS 

although it was announced a Patient Capital Review will take place. The review aims to ensure 

that high growth businesses can access the long-term capital that they need to fund productivity 

enhancing investment. Alongside identifying barriers to institutional investment in long-term 

finance, the review will also consider existing tax reliefs aimed at encouraging investment and 

entrepreneurship to make sure that they are effective, well targeted, and provide value for 

money. The government has confirmed to the EIS Association that this review will commence 

May 2017 and include the EIS.  The outcome of the review will be announced in the Autumn 

Budget 2017. 

 

HM Treasury estimates that dividends for a typical portfolio of up to £50,000 will still be within 

the £2,000 dividend allowance. One attraction of VCTs is their ability to pay tax free dividends 

which can supplement the proposed £2,000 (2018/2019) dividend allowance irrespective of tax 

rates. This can form part of a tax-efficient income stream. 

 

ISAs 

 

The annual subscription limit for a general ISA will increase from £15,240 to £20,000 from April 

2017 and, given the added flexibility of being able to access funds from a tax free environment, it 
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is particularly attractive to higher rate taxpayers and/or additional rate taxpayers. A couple 

between them can currently save up to £30,480 which will increase to £40,000 from 6 April 2017.  

 

The Junior ISA and Child Trust Fund Account limit will also increase from £4,080 to £4,128 from 6 

April 2017 and provide a good opportunity for parents to save for their children and 

grandchildren. 

  

Lifetime ISA 

 

The Lifetime ISA will be introduced in April 2017 and is designed for people aged under 40 to set 

up an account to use the money for a first home purchase or to use the money in retirement - 

after age 60. Funds saved in a Lifetime ISA will benefit from a government bonus.  However, 

investors will need to be careful if they intend to make early withdrawals. With this in mind, 

using the product as a means to assist home purchase currently seems far more attractive than 

for saving for retirement. However, that is not to say it won’t be suitable for certain individuals 

and, as always, advice will be essential.  

 

 

LIFE POLICY TAXATION    

 

As announced at Autumn Statement 2016 and confirmed at Spring Budget 2017, the government 

will legislate in Finance Bill 2017 to change the current tax rules for part surrenders and part 

assignments of life assurance policies to allow policyholders who have generated a wholly 

disproportionate gain to apply to HMRC to have the gain recalculated on a just and reasonable 

basis. 

 

Following consultation, the draft legislation has been revised to clarify who can apply, when and 

how the recalculation is given effect. These changes will have effect from Royal Assent to the 

Finance Bill 2017 and not 6 April 2017 as announced in the Autumn Statement. 

 

 

TAXATION OF SHAREHOLDING DIRECTORS 

 

All of the following affect the taxation of shareholding directors. 

 

• The rate of corporation tax will reduce to 19% for financial year 2017.  The government 

has announced that this will reduce still further to 17% in 2020. 

• The increase in the income tax personal allowance to £11,500 and an increase in the 

higher rate threshold to £45,000. 

• The dividend allowance, which will remain at £5,000 for 2017/18 but reduce to £2,000 in 

2018/19. 
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The reduction in the dividend allowance is intended to reduce the tax differential between the 

employed and the self-employed on the one hand and those working through a company on the 

other so as to make the position fairer.  This appears to be part of a wider initiative aimed at 

reducing the difference in tax and NIC between the employed, self-employed and 

owner/managers running their businesses through a company.   

 

The UK has one of the most competitive corporate tax regimes in the G7 but the government has 

emphasised the need to protect the tax base against ‘tax motivated’ incorporations which are 

apparently forecast to carry an annual cost to the Exchequer of £3.5bn by 2021. 

 

The Chancellor particularly identified that the size of the tax and NIC gap between an employed 

worker and one who set up their own company is significant and, in his view, unfair and 

unaffordable.  The change to the dividend tax allowance is targeted at reducing this unfairness. 

 

The confirmation of an even lower rate of corporation tax on company profits in 2020 means 

that there will be even more tax incentive for individuals to run a small business as a corporate 

vehicle. 

 

Having chosen the corporate route (which many do under even the current corporation tax rate 

of 20%) – reducing to 19% in 2017/18, director/shareholders will need to decide how much they 

need to draw, and in what form.  Given that an individual’s circumstances will change and we 

know that the dividend tax allowance will reduce to £2,000 in 2018/19, this choice is one that 

needs to be made each year and one that has been made by SME owner/managers with their 

advisers for many years. 

 

 

CORPORATION AND BUSINESS TAX  

 

Corporation tax will fall to 17% in 2020  

 

The government has confirmed that the corporation tax rate will reduce to 19% on 1 April 2017 

and will reduce further to 17% for the Financial Year commencing 1 April 2020.   

 

Research and development (R&D) tax review  

 

The Industrial Strategy green paper sets out the government’s ambition to drive up the level of 

private investment in science, research and innovation across the economy. The review of the 

R&D tax regime has found that the UK’s R&D tax credits regime is an effective and internationally 

competitive element of the government’s support for innovation. To further support investment, 

the government will make administrative changes to the Research and Development Expenditure 

Credit to increase the certainty and simplicity around claims and will take action to improve 

awareness of R&D tax credits among SMEs. The government will continue to keep the 

competitiveness of the UK environment for R&D under review to ensure that the UK is 

profoundly pro-innovation.  
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Withholding tax on interest  

 

In order to encourage investment in the UK and make it easier for businesses to raise finance, 

the government will:  

 

• renew and extend the administrative simplifications of the Double Taxation Treaty 

Passport scheme to assist foreign lenders and UK borrowers. This scheme simplifies 

access to the reduced withholding tax rates on interest that are available within the UK’s 

tax treaties with other countries  

 

• introduce an exemption from withholding tax for interest on debt traded on a 

Multilateral Trading Facility, removing a barrier to the development of UK debt markets. 

The government will consult in Spring 2017 on implementation of the exemption. 

 

Tax treatment of appropriations of trading stock 

 

As announced at Spring Budget 2017, the government will legislate in Finance Bill 2017 to 

remove the ability of businesses with loss-making capital assets to obtain an unfair tax advantage 

by converting those losses into more flexible trading losses. The changes took immediate effect 

from 8 March 2017. 

 

Overall, the tax regime for SMEs (in particular) in the UK remains relatively appealing.  The 

lowering of corporation tax rates combined with continuing NIC freedom for dividends (despite 

the increased tax rates on dividends above the current £5,000 allowance – but reducing to 

£2,000 in 2018/19) makes trading through a company a continuing attractive choice for many 

running a reasonably profitable business in the UK. 

 

Advice on effective extraction and investment of company-generated income will remain an area 

of high demand. 

 

 

EMPLOYEE BENEFITS AND TAXABLE BENEFITS IN KIND  

 

The government is considering how the tax treatment of the various forms of employee 

remuneration could be made fairer and more coherent, including the taxation of benefits in kind 

and employee expenses. In addition to the measures previously announced the following 

consultations were announced in the Budget: 

 

•  Taxation of benefits in kind  

 



F i n a n c i a l 

A d v i c e .n e t 

M O N E Y N E W S 
 

 

www.financialadvice.net Head Office 01637 838260 Midlands 01543 677444 London 020 8144 7620 

Issued by Roberts Clark Independent Financial Solutions Limited. Registered in England No. 3981121. VAT No. 748 2866 87. 
Registered office: 1 Stret Constantine, Newquay, Cornwall, TR7 1GH, United Kingdom. 

Authorised and Regulated by the Financial Conduct Authority in the UK. 
 

The government will publish a call for evidence on exemptions and valuation methodology for 

the income tax and employer NICs treatment of benefits in kind, in order to better understand 

whether their use in the tax system can be made fairer and more consistent.  

 

•  Accommodation benefits  

 

The government will publish a consultation with proposals to bring the tax treatment of 

employer-provided accommodation and board and lodgings up to date. This will include 

proposals for when accommodation should be exempt from tax and to support taxpayers during 

any transition.  

 

•  Employee expenses  

 

The government will publish a call for evidence to better understand the use of the income tax 

relief for employees’ expenses, including those that are not reimbursed by their employer.  

 

 

CAPITAL ALLOWANCES 

 

Plant and machinery leasing – response to lease accounting changes 

 

The government announced that it will consult in Summer 2017 on the legislative changes 

required following the announcement of the International Accounting Board’s new leasing 

standard – IFRS16, which comes into effect on 1 January 2019. The tax treatment of a lease is 

predominantly determined by its treatment in the accounts. Following the discussion document, 

which was published in Summer 2016, the government intends to maintain the current system of 

lease taxation by making legislative changes which enable the rules to continue to work as 

intended. 

 

 

PENSIONS 

 

MPAA £4,000 6th April 2017 

 

The Chancellor confirmed that the government has seen no grounds to change its view on 

reducing the Money Purchase Annual Allowance (MPAA) from £10,000 to £4,000. A government 

response to the consultation was published on 20 March 2017. The level of the MPAA will 

therefore be set at £4,000 with effect from 6th April 2017.  

 

Once the MPAA is triggered the ability to carry forward any unused relief is lost so although 

there is no direct action to take in relation to the reduction, you should use up the £10,000 

allowance, or lose it!  
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Overseas transfer charge 

 

Some significant changes to the QROPS regime were announced in the 2016 Autumn Statement 

so the Budget announcement came as a complete surprise. Although the changes announced do 

have wide reaching implications, it’s fair to say that the government has actually changed the 

focus of QROPS transfers to that which was originally intended – individuals leaving the UK 

permanently and taking their pension savings with them.  

 

The new overseas transfer charge of 25% will apply to transfers from a UK registered pension 

scheme to QROPS or QROPS to QROPS transfers requested (a substantive request to transfer to X 

not just a casual enquiry) on or after 9th March 2017.  

 

The overseas transfer charge will not apply if:  

 

• The QROPS and the individual are resident in the same country 

• The individual and the QROPS are both resident within the EEA/EU (not necessarily in 

the same country)* 

• The QROPS is an occupational pension scheme and the individual is an employee of a 

sponsoring employer under the scheme  

• the QROPS is an overseas public service scheme and the individual is employed by an 

employer that participates in that scheme  

• the QROPS is a pension scheme of an international organisation and the individual is 

employed by that international organisation  

 

How the overseas transfer charge works 

 

The transfer payment made to a QROPS is still a Benefit Crystallisation Event No 8 (BCE8). This 

has the function of testing the transfer against the standard lifetime allowance or the individual’s 

higher lifetime allowance if, for example, they have elected for transitional protection. The BCE8 

will subject the excess over the lifetime allowance to a lifetime allowance excess charge of 25%.  

 

The overseas transfer charge of 25% is then applied to the residual fund. 

 

Example 

 

• Fred successfully elected for Fixed Protection 2014 so has a lifetime allowance of £1.5m.  

• He has a pension fund valued at £1.7m.  

• He is UK resident but wants to transfer his fund to a QROPS in the Isle of Man which is not 

within the EEA/EU.  

• The BCE 8 means £200,000 over the lifetime allowance will be subject to a tax charge of 

£50,000.  

• The overseas transfer charge will be made on £1.65m @25% = £412,500. Funds to 

transfer £1,237,500.  
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• Total tax charge to transfer is £462,500 

 

*Countries within the European Economic Area (EEA) (but also including Gibraltar) 

 

If the charge applies, the scheme administrator and individual are jointly and severally liable.  

 

The transfer charge applies to all pension rights including pension credit rights, beneficiary’s 

scheme pension/drawdown/flexi-access drawdown which will include nominee’s and successor’s 

rights. Although these funds do not suffer a BCE8 test, if the overseas transfer charge applies, a 

flat rate charge of 25% will be deducted from these funds on transfer.  

 

There is also now a 5 year rule – this means that although the overseas transfer charge may not 

have been due on the original transfer, any change - for example change of residence -means 

that the charge becomes due for up to 5 full tax years (known as the relevant period) after the 

date of transfer. In addition, should an exemption apply within the 5 full tax year period 

following the transfer a refund of the charge can be made.  

 

All QROPS scheme managers as at 8th March 2017 must decide if they want their scheme to 

operate the overseas transfer charge and, if so, must submit a revised undertaking to HMRC by 

13th April 2017.  Any QROPS who fail to submit the undertaking will automatically cease being a 

QROPS from 14th April 2017. Therefore, from 14 April 2017 HMRC will suspend the ROPS 

notifications list and publish an updated list on 18 April 2017.  

 

The QROPS changes have an immediate impact. For those clients that had been deliberating the 

merits of transferring to a QROPS and were undecided, the Budget changes have, in some cases, 

made the decision for them. Transfers to QROPS are still a viable proposition for those who can 

rely on the EEA/EU exemption from the overseas transfer charge. The EEA/EU definition in this 

case specifically includes Gibraltar. If a transfer to a QROPS is used for their original intended 

purpose, which is for those who move permanently abroad and want to take the pension savings 

with them, then there should be no concerns about the viability of the transfer. For clients that 

reside in non-EEA/EU countries and have transferred their pension savings to a QROPS, if they 

subsequently move country they will need to remember to take their pensions savings with them 

to avoid the overseas transfer charge kicking in within 5 years of the original transfer.  

 

 
PROPERTY TAX 

 

Offshore property developers – The government will amend legislation to ensure that all profits 

realised by offshore property developers developing land in the UK, including those on pre-

existing contracts, are subject to tax, with effect from 8 March 2017. 
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Rent-a-room relief – The government will consult on proposals to redesign rent-a-room relief. 

The aim of the consultation is to align the relief more closely with its intended purpose which is 

to increase the supply of affordable long-term lodgings. 

 

Stamp Duty Land Tax – As a result of consultation, the government will delay the reduction in 

the Stamp Duty Land Tax filing and payment window (from 30 days to 14 days), until after April 

2018. 

 

 

TAX AVOIDANCE  

 

Overview 

 

If you were looking for an area of taxation that has given rise to the longest run of relentless 

legislation it’s tax avoidance. 

 

HMRC’s campaign against what it sees as aggressive and unacceptable tax avoidance has been 

(and continues to be) multi-faceted and hugely successful - and the General Anti-Abuse Rule 

hasn’t even been deployed yet. 

 

Through the ‘Red Book’ we are reminded that the government has announced that it will 

legislate for over 35 measures to tackle avoidance, evasion and aggressive tax planning, and that 

in the last Parliament over 40 loophole-closing reforms were introduced. 

 

It seems that over £140 billion of additional tax revenue has been generated since 2010 through 

this action.  Apparently, the UK’s tax gap remains one of the lowest in the world. 

 

Promoters of Tax Avoidance Schemes (POTAS): associated and successor entities rules. 

 

Apparently some promoters of tax avoidance schemes have been seeking to circumvent the 

POTAS regime by re-organising their business by sharing control of a promoting business or 

putting a pension between them and the promoting business. 

 

Changes to the POTAS legislation were introduced in Finance Act 2015 to ensure promoters 

cannot use associated and successor entities to circumvent the legislation. This measure will 

ensure these associated and successor entities rules function as intended. 

 

Legislation will be introduced in Finance Bill 2017 to amend the control definitions in paragraph 

13A of Schedule 34 to Finance Act 2014. These amendments introduce the term ‘significant 

influence’ to ensure promoters cannot reorganise their business so that they put a person or 

persons between themselves and the promoting business. The amendment also ensures that the 

control definitions apply where 2 or more persons together have control or significant influence 

over a business. 
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Strengthening tax avoidance sanctions and deterrents  

 

As announced at Autumn Statement 2016, the government will introduce a new penalty for a 

person who has enabled another person or business to use a tax avoidance arrangement that is 

later defeated by HMRC. This new regime reflects an extensive consultation and input from 

stakeholders. The government will also remove the defence of having relied on non-independent 

advice as taking ‘reasonable care’ when considering penalties for a person or business that uses 

such arrangements. 

 

Tax treatment of appropriations to trading stock 

 

The government has removed the ability for businesses to convert capital losses into trading 

losses from 8 March 2017. This will eliminate an unfairness in the tax code which is being 

exploited by certain businesses. 

 

Planning through the use of aggressive tax avoidance schemes that seek to defeat the intention 

of Parliament is to be (as it usually is these days) avoided.  In other words, “Avoidance of tax 

avoidance” is the recommended strategy. 

 

 

TAX SIMPLIFICATION AND ADMINISTRATION 

 

Overview   

 

The importance of the government’s ‘Making Tax Digital’ initiative cannot be underestimated.  

There are some important objectives underpinning this initiative: 

 

- simplifying the ‘tax return’ process will signal the end of the annual tax return process for 

millions, 

 

- making it easier for individuals and businesses to get their tax right and to keep on top of 

their affairs and, inevitably,  

 

- increasing compliance and cash flow for HMRC. 

 

Digital administration  

 

The government will provide an extra year, until April 2019, before Making Tax Digital is 

mandated for unincorporated businesses and landlords with turnover below the VAT threshold. 

This will give them more time to prepare for digital record keeping and quarterly updates. The 

government will also consult on the design aspects of the tax administration system, including 

interest and penalties, with the aim of adopting a consistent approach across taxes. This will 

simplify the system for taxpayers.   
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Tax simplification  

 

Following consultation, the government will increase the cash basis entry threshold to £150,000, 

and the exit threshold to £300,000, and will extend the use of the cash basis to unincorporated 

landlords. The government will also simplify the rules on capital and revenue expenditure within 

the cash basis, to make it easier for businesses to work out whether their expenditure is 

deductible for tax.   

 

HMRC large business risk review  

 

HMRC will work constructively with businesses and interested parties to consult over the 

Summer on its process for risk profiling large businesses and promoting stronger compliance.  

 

 

COMMENT 

 

So, all in all, a lot quieter than usual with the likelihood of more changes to come in the Autumn. 

 

For any information on what we suggest please contact us. 
 
 

 

IMPORTANT REMINDER: Past performance is not a reliable guide to the future. The value of investments and the 

income from them can go down as well as up. The value of tax reliefs depend upon individual circumstances and tax 

rules may change. This newsletter is provided strictly for general consideration only and is based on our 

understanding of law and HM Revenue & Customs practice as at March 2017 and the contents of the March 2017 

Budget.  No action must be taken or refrained from based on its contents alone.  Accordingly, no responsibility can be 

assumed for any loss occasioned in connection with the content hereof and any such action or inaction.   
 

This newsletter is for general information only and is not intended to be advice to any specific person.  It is based on 

our understanding of law and HM Revenue & Customs practice as at March 2017.  We recommend you seek 

competent professional advice from us before taking or refraining from any action based upon the contents of this 

newsletter.  The Financial Conduct Authority does not regulate our tax advice or Will writing or other estate planning 

services, so they are outside the investment protection rules of the Financial Services and Markets Act and the 

Financial Services Compensation Scheme.  However, the non-regulated activities of this firm are insured under our 

professional indemnity insurance policy.   


