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June 2018 

 

SPRING STATEMENT AND CHANGES THAT TAKE EFFECT 
FROM 6 APRIL 2018  
 
Chancellor Philip Hammond’s first Spring Statement as forecast, contained no new 
announcements affecting tax or pensions. 
 
The Chancellor had previously announced that there will now only be one major fiscal 
event in each year, held in the Autumn. However, the government will still be able to start 
consultations as necessary throughout the year and retains the option to make changes 
to fiscal policy at the Spring Statement if the economic circumstances require it. 
 
This year’s Spring Statement responded to the updated OBR forecast for the economy 
and the public finances, included an update on progress made since the Autumn Budget, 
and announced some new consultations, of which those of interest on the tax front 
covered: 
 
Capital gains tax - Allowing Entrepreneurs’ Relief on gains made before dilution 
 
A consultation to allow individuals to elect to be treated as if they had disposed of and 
reacquired their shares at their market value just before a company issues new shares 
causing that individual’s personal holding to fall below 5%. 
 
Currently if you dispose of shares or securities in your personal trading company (i.e. one 
where you own 5% of shares and voting rights) that disposal will attract entrepreneurs’ 
relief. This means that any capital gain will be taxed at 10% subject to the lifetime limit of 
£10 million. 
 
However, in cases where the company issues new shares, this can cause a personal 
holding to fall below 5% which would mean that a later disposal won’t qualify for 
entrepreneurs’ relief. As a result, it was announced at Autumn Budget 2017 that an 
individual in this position can elect to be treated as if they had disposed of their shares 
and reacquired them at their market value just before the time the company issued new 
shares. The individual may claim entrepreneurs’ relief on that gain either at the time of 
election, or on a future disposal of shares. 
 
The consultation will run until 15 May 2018. 
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EIS - Financing growth in innovative firms: Enterprise Investment Scheme 
knowledge-intensive fund consultation 
 
The government is consulting on a new EIS fund structure aimed at improving the supply 
of capital – so attracting investment in knowledge-intensive companies. 
 
The government expect that any new fund model will build on the existing EIS rules, 
although it is possible that a small proportion of investments, possibly 10-20%, could be 
in non-knowledge-intensive EIS companies. The government anticipates any new 
knowledge-intensive fund being subject to HMRC approval, although the current HMRC-
approved fund structure for general investments, which has a low take-up, would be 
removed. 
 
Alternatives being considered are: 
 

 dividend tax exemption applied in respect of investments made through a 
knowledge-intensive fund after a fixed holding period (say five or seven years); 

 CGT relief on reinvestment into a knowledge-intensive fund; 

 extended carry-back of relief for investors in a knowledge-intensive fund; or 

 up-front tax relief at the time the investor contributes capital to the fund, provided 
the capital is invested within a specified time, for example two years. 

 
This consultation will run until 11 May 2018. 
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Tax compliance by sellers on platforms like EBay - Online platforms’ role in 
ensuring tax compliance by their users 
 
The government is exploring what role platforms could play in tax administration, in a 
similar way to other intermediaries, such as employers. 
 
This is not a formal consultation, but more of an information gathering exercise. 
The government is interested principally in platforms: 
 

 that facilitate the sharing economy (e.g. by allowing people to earn money from 
resources they are not constantly using, such as cars or spare rooms); 

 that facilitate the gig economy (e.g. by allowing people to use their time and 
resources to generate income); or 

 that connect buyers with individuals or businesses offering services or goods for 
sale. 

 
The government accepts that simple guidance won’t be able to cover the full range of 
transactions possible through online platforms and they are keen to understand what 
steps platforms currently undertake to support their users in understanding their tax 
obligations. They also want to review the effectiveness of actions taken by other 
jurisdictions to make it easier for users of these platforms to report their liabilities. The 
government is, of course, also keen to limit dishonest behaviour by users who are 
knowingly evading tax.  
 
This review will be of interest to online platforms, their users (both individuals and 
businesses), tax and other representative bodies, as well as anyone with views on the 
role online platforms could play in supporting the compliance of their users. 
It will run until 8 June 2018. 
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Tax relief for training by employees and the self-employed - Taxation of self-funded 
work-related training 
 
A consultation looking at extending tax relief for training by employees and the self-
employed, particularly for those who want or need to upskill or retrain for a change of 
career.  
 
The current rules mean employers can deduct the costs of work-related training of their 
employees for tax purposes. Employees are not taxed on the benefit if their employer 
pays for, or reimburses them for, the cost of work-related training and certain associated 
costs. Tax relief is also available in certain circumstances when an employer funds 
retraining to help an employee find another job with a new employer or set up as self-
employed. 
 
However, if an employee pays for work-related training which is not reimbursed by their 
employer, the employee cannot currently receive tax relief other than in limited 
circumstances when the training is an intrinsic contractual duty of their existing 
employment. 
 
In practice, this means no deduction is normally allowed for non-reimbursed expenses 
incurred by an employee for training, even where the subject of the training is closely 
relevant to the nature of the employment and where training forms part of a Continuing 
Professional Development programme. 
 
The self-employed can deduct the costs of training incurred wholly and exclusively for 
their business where it maintains or updates existing skills but not when it introduces new 
skills. 
 
This means that a training course to update existing expertise, knowledge or skills will 
normally be deductible, but expenditure on a training course for a business owner that is 
intended to provide new expertise, knowledge or skills brings into existence an intangible 
asset, which will be of a capital nature and does not qualify for tax relief. 
 
The government wants the new extended relief to be simple to understand and 
administer, but not allow misuse on recreational activities. It has an open mind on the 
most appropriate approach to achieving these objectives, whether that is tax relief, tax 
credits, or other alternative approaches. 
 
This consultation will be of interest to employees, employers, the self-employed and tax 
and other representative bodies. 
 
It will run until 8 June 2018, after which time the government will set out its intentions 
once it has considered the responses. 
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At the time of the Spring Statement, the government also issued an update paper 

following its previous consultation around Corporate tax and the digital 

economy. 

Considering that there were no new tax or pension changes announced in the 

Spring Statement we now go on to provide a reminder of some of the less well 

publicised changes to personal taxation, effective from 6 April 2018, which may 

impact on the clients of financial advisers. 
 

1. THE DIVIDEND ALLOWANCE 
 

The dividend allowance was introduced in April 2016 and enabled all individuals to 
receive £5,000 of dividend income each year free of tax.  From 6 April 2018 the amount 
of this allowance is reduced to £2,000.  This will result in the following additional amounts 
of tax to be paid dependent on the taxpayer’s level of income. 
 
Dividend income 
£ 

Basic rate 
taxpayer 
£ 

40% taxpayer 
£ 
 

45% taxpayer 
£ 

Up to 2,000 0 0 0 
3,000 75 325 381 
4,000 150 650 762 
5,000 and above 225 975 1143 

 
 

2. THE TAX TREATMENT OF TERMINATION PAYMENTS 
 
From 6 April 2018 all payments in lieu of notice (PILONs in the jargon) will be chargeable 
to income tax. At present, only contractual payments attract tax, although what 
constitutes ‘contractual’ has proved hard to define.  
 
Paralleling the income tax change to PILONs, from 6 April 2018 these will become 
subject to NICs (employer and employee), whether or not the payment is contractual. 
The plan to levy employer’s NICs on any part of a redundancy payment above the 
£30,000 tax exempt amount for redundancy payments has been deferred one year to 6 
April 2019.  
 
Also, from 6 April 2018 foreign service relief will be abolished except for seafarers. 
 
 

3. IMPROVEMENTS TO THE ISA 
 
Amendments made to the ISA regulations, which come into effect from 6 April 2018, 
apply to ISAs held by an individual who dies on or after 6 April 2018.  The main purpose 
of the regulations is to maintain the tax exempt status of an ISA during the administration 
of a deceased ISA investor’s estate. The impact of the regulations will be as follows: 
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a) Taxation in general  

 
Currently, any interest, dividends or gains accruing on investments held within an ISA 
arise free of tax until the death of the ISA investor.  Such income and gains arising after 
the death of the investor cease to be exempt from tax and, instead, will be assessed to 
tax on the investor’s personal representatives until the administration of the estate is 
completed.  

 
Under the amended regulations investments retained in an ISA after the death of the 
investor will be deemed to be ‘administration-period investments’ held in a ‘continuing 
account of a deceased investor’ until the earlier of:  
 

 the completion of the administration of the deceased’s estate;  

 the third anniversary of account holder’s death; and  

 closure of the account on the withdrawal of all assets out of the ISA.  
 
This means that personal representatives and beneficiaries or legatees should not face 
income tax or capital gains tax on the investments during this ‘administration period’. The 
Regulations confirm that no new subscriptions can be made to a continuing account of a 
deceased investor after the death of the investor, and the ISA cannot be transferred 
between ISA providers other than in specified circumstances. 
 

b) Capital gains tax  
 
The regulations amend the capital gains tax (CGT) rules when the personal 
representatives of a deceased ISA investor transfer administration-period investments 
(i.e. investments which have remained in the ISA following the investor’s death) to a 
legatee under the deceased’s estate.  In this situation the legatee will be treated as 
acquiring the investments at the market value at the date of transfer by the personal 
representatives.  This will ensure that all capital gains accrued to the date that the 
investments cease to be in an ISA are extinguished and set the base value for a future 
disposal of that investment by the legatee.  
 
In contrast, when an investment is transferred which has ceased to be an administration-
period investment, for example because administration of the deceased’s estate has 
been completed, personal representatives are deemed to have sold and reacquired the 
investments at the market value at the date the investment ceased to be an 
administration-period investment.  Therefore, any gain to the point when the ISA is 
treated as closing escapes CGT.  
 
However, because the base cost for the legatee is not the value at the date of the 
transfer to the legatee by the personal representatives any capital gain accrued since the 
investment ceased to qualify as an administration - period investment will be assessed 
on the legatee for the future.  
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c) Subscriptions  
 
As a consequence of the changes in taxation described above, the amended regulations 
allow for the maximum additional permitted subscription available to the surviving 
spouse/civil partner of an ISA investor (who dies on or after 6 April 2018) to be the higher 
of the value of investments held in a deceased’s account at the date of the deceased’s 
death and the value of the continuing account of a deceased investor immediately before 
it ceases to be the continuing account of a deceased investor.  
 
Before the change the maximum additional permitted subscription was the value of the 
investments in the ISA at the date of the deceased investor’s death.  
 
 

4. AUTO-ENROLLED WORKPLACE PENSION SCHEMES 
 
Minimum contributions increase sharply for 2018/19 as illustrated below based on the 
assumptions that the employer pays the minimum required by law and the employee is 
automatically enrolled. 
 
 
Tax year 
 

2017/18 2018/19 

Employer Minimum 
Contribution 
 

1% of Band earnings 
(£5,876 - £45,000) 

2% of Band earnings 
(£6,032- £46,350) 

Employee Contribution 1% of Band earnings 
(£5,876 - £45,000) 

3% of Band earnings 
(£6,032- £46,350) 
 

Total Minimum  
Contribution 
 

2% of Band earnings 
(£5,876 - £45,000) 

5% of Band earnings 
(£6,032- £46,350) 

  
For many employees, the increase is likely to swamp the savings from the adjustments to 
allowances and tax/NIC bands. 
 
For example, thanks to the higher personal allowance and NIC starting point an 
employee earning £26,000 a year will save £101.20 in tax and NICs in 2018/19 but face 
an extra £318.24 in net auto-enrolment contributions (assuming the employer pays their 
doubled minimum of 2%). The net result is a net income drop of about £18 a month.  
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5. DEVOLVED TAXES 

 
(a) Scotland 

 
From 6 April 2018 there will be 5 income tax bands in Scotland as follows:- 
 
Taxable income £  Band name  Tax rate % 
0-2,000   Starter  19 
2001 – 12,150  Basic   20 
12,151 – 31,580  Intermediate  21 
31,581 – 150,000  Higher   41 
Over 150,000  Top   46 
 
Note that: 
 

 These rates apply to non-dividend, non-savings income only 
 

 UK-ex Scotland rates apply to dividend and savings income 
 

 UK-ex Scotland tax bands apply for capital gains tax and 
 

 Scotland does not set NIC rates or limits, so there is now a £2,920 gap (£46,350 - 
£43,430) between the UK-wide Upper Earnings/Profits Limit (set in line with the 
UK ex-Scotland higher rate threshold) and the starting point for Scottish higher 
rate tax.  The result is a marginal rate in that band for Scottish residents of up to 
53% (41% + 12%). 
 

The move by the Scottish government to create the five tiers of income tax shown above 
left some unanswered questions, particularly about the implications for the marriage 
allowance.  
 
HMRC has now issued a Notice explaining how the UK government will ensure that tax 
reliefs, including the marriage allowance, will continue to work as they were intended 
when Scottish income tax rates and bands change in April 2018. 
 
Marriage allowance 
 
All those claiming marriage allowance in Scotland can continue to do so at the current 
rate (20%). 
 
Gift Aid 
 
Changes will be made to ensure that Scottish taxpayers can benefit from the right rate of 
tax relief on Gift Aid. Gift Aid will continue to be paid to charities at the basic rate, with 
Scottish taxpayers able to claim the correct amount of additional relief on top of this. 
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Pensions relief at source 
 
It was confirmed that current processes will continue while the UK government works 
with stakeholders to establish how this will work in the longer term. 
 
For 2018/2019, Scottish taxpayers who receive relief on their contributions at source will, 
therefore, continue to receive relief in their pension pot at 20%, with no adjustment for 
those taxed at a rate of less than 20%, and scope for those taxed at a rate higher than 
20% to claim additional relief. 
 
Social security pension lump sum 
 
Changes will be made so that Scottish taxpayers who receive a social security pension 
lump sum will be taxed, where appropriate, at the new Scottish starter rate. 
 
Finance cost relief (aka mortgage interest relief) 
 
This will continue to apply at 20%, so the same rate is applicable to landlords across the 
UK. 

 
(b) Wales 

 
In Wales, Stamp Duty Land Tax (SDLT) will be replaced by a Land Transaction Tax from 
1 April 2018, and a new income tax will be introduced in 2019. 
 
In relation to the Land Transaction Tax (LTT) from 1 April 2018 it will be collected by the 
Welsh Revenue Authority.  As a result, anyone planning to purchase land or property in 
Wales on or after 1 April 2018 will need to check with their professional advisers about 
the arrangements for LTT. 
 
The LTT rate is computed on the same banding approach as SDLT, ie by reference to 
how much consideration falls into each band. The Welsh scales for residential properties 
are as follows: 
 
Price band    Rate 
£0 - £180,000   0% 
£180,001 - £250,000  3.5% 
£250,001 - £400,000  5% 
£400,001 - £750,000  7.5% 
£750,001 - £1,500,000  10% 
£1,500,000+    12% 
 
As with SDLT in England there is a 3% surcharge on the purchase of additional 
residential properties. 
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Looking ahead, the income tax rate for Welsh taxpayers will take effect from 6 April 2019, 
but will continue to be collected by HMRC.  Revenue from the Welsh rates of income tax 
will go to the Welsh government.  Taxpayers will not need to take any action as long as 
HMRC has their correct address. 
 
To accommodate the welsh rates of income tax, from April 2019 the UK government will 
reduce each of the three rates of income tax – basic, higher and additional – paid by 
Welsh taxpayers by 10p. The National Assembly for Wales will then decide the three 
Welsh rates of income tax, which will be added to the reduced UK rates.  The 
combination of reduced UK rates plus the Welsh rates will determine the overall rate of 
income tax paid by Welsh taxpayers - this is similar to the system introduced for 
Scotland. 
 
 

 

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. The FCA does not regulate tax advice. This newsletter is provided strictly for general consideration 

only and is based on our understanding of law and HM Revenue & Customs practice as at May 2018.  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.  Professional advice is necessary 

for every case.   

 

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 May 2018.  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.   

 


