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Inside
The Chancellor made the most of his 

situation with a confident, upbeat delivery 

that reaffirmed the Government’s 

commitment to building a strong 

economy while investing in infrastructure, 

education and life-long learning, and 

protecting the NHS. He also made the 

most of his position with humorous jibes 

at the Opposition.

From a tax perspective, speech highlights 

included a continued emphasis on the 

importance of collecting taxes that are 

due by tackling avoidance and evasion, 

even though Mr Hammond noted that the 

UK already has one of the lowest tax gaps 

in the world. Areas under the spotlight 

include the ability for businesses to 

convert capital losses into trading losses, 

which will be removed from Budget Day.

As anticipated, the Chancellor also 

addressed perceived unfairness in the tax 

system between the employed and 

self-employed, and those operating 

through company structures. For example, 

he announced that national insurance 

contributions for the self-employed will 

rise from 9% to 10% in April 2018 and  

to 11% in April 2019, while the tax-free 

dividend allowance will be reduced from 

£5,000 to £2,000 from April 2018.

Budget Edition 2017

PREC ISE .  PROVEN.  PERFORMANCE .

The Office for Budget Responsibility’s forecast of robust growth 
gave Philip Hammond the opportunity for a more optimistic Spring 
Budget – the last to be held – than he might have expected. 

The Chancellor declared his intent to 

“make Britain the most attractive place to 

start and grow a business”. His business-

focused measures included plans to 

reduce administrative burdens associated 

with the R&D tax credit regime; 

confirmation that quarterly reporting 

under ‘Making Tax Digital’ would be 

delayed by a year for businesses with 

turnover below the VAT registration 

threshold; confirmation of the planned cut 

in the corporation tax rate to 19% from 

this April and 17% in 2020; and a 

package of measures to help smaller 

businesses cope with business rate rises.

Hammond seemed set on emphasising 

the positive and looking to the future.  

He made sure to include some crowd 

pleasers, such as confirmation of the 

intended increases in personal allowances 

by 2020, investment to encourage 

productivity and high-tech businesses, 

and additional funding for social care  

and a Midlands Engine Strategy. Building 

to a close to inspire his backbenchers,  

he emphasised the Government’s 

determination to build “a stronger, fairer 

and better Britain”.



As previously announced, Class 2 

national insurance will be abolished from 

April 2018. However, the main Class 4 

rate will now increase to 10% from April 

2018 and to 11% from April 2019.

The changes to Class 4 national 

insurance are expected to raise £325m  

in 2018/19, increasing to £645m in 

2019/20, before dropping back to 

£595m and £495m in 2020/21 and 

2021/22 respectively.

Whilst being a source of increased 

revenue for the Government, the 

measure will have the biggest impact on 

the self-employed individuals incomes 

under the 40% higher-rate tax band. 

Higher earners will be proportionally less 

affected, as the 2% higher rate remains 

unchanged. This could therefore be 

Taxpayers affected by the move include 

partners and members of limited liability 

partnerships. The Chancellor justified 

these changes by highlighting the 

reduced rate paid by these workers 

compared to employees earning the 

same amount. 

In the current 2016/17 tax year, the 

self-employed pay Class 4 national 

insurance contributions (NICs) at a rate  

of 9% on income between £8,060 and 

£43,000, and 2% over £43,000. In 

addition, Class 2 national insurance is 

paid at a flat rate of £2.80 per week 

where income for the year is above 

£5,965. These rates are in keeping with 

recent years.

The Chancellor aims to make the UK the “best place in the 

world to start and grow a business”. He has therefore accepted 

industry calls for a “reduction in administrative burdens” for the 

Research & Development Expenditure Credit scheme. The 

Treasury has also announced that it will improve awareness of 

the availability of the scheme, aiming to drive up investment in 

science, research and innovation.

NIC change for the self-employed

Investment boosts for business 
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One of the most far-reaching changes announced in the Budget was the increase  
to the national insurance rate paid by the self-employed. 

viewed as a regressive tax increase. 

Immediate media reaction has also 

focused on how this measure appears  

to contradict the Conservative Party 

manifesto at the last General Election, 

which promised not to increase a range 

of taxes, including national insurance.

However, if the measure is judged a 

success, there is plenty of scope to 

increase the Class 4 NIC burden further. 

The equivalent rate of Class 1 national 

insurance for employees is currently 

12%; it would be tempting for the 

Government to increase Class 4 further 

to harmonise the rates. In addition, the 

Budget made no mention of the 13.8% 

national insurance rate paid by employers 

on their employees’ income and how this 

could possibly be replicated for the 

self-employed in the future.

A review of Patent Box cost-sharing arrangements will also be 

undertaken to ensure that where R&D activities are collectively 

undertaken by two or more companies, neither will be penalised 

nor able to gain a tax advantage.

As previously announced, the Government will undertake a 

review to identify the barriers businesses face in accessing 

longer-term finance. The Patient Capital Review will focus on 

businesses with large growth and bring the likes of the 

Enterprise Investment Scheme (EIS) into the spotlight. The 

ultimate aim is to assess what policy changes may be needed to 

support growing, innovative firms in need of long-term capital. 



Currently businesses can get small business rate relief if:

• their property’s rateable value is less than £12,000 (£15,000 

from April 2017);

• they use one property (although they may still be able to get 

relief if using more than one property).

The relief means that businesses will not pay business rates on a 

property with a rateable value of £6,000 or less until 31 March 

2017. The rate of relief reduces gradually from 100% to 0% for 

properties with a rateable value between £6,001 and £12,000.

However, revaluations of properties from 1 April 2017 may 

result in an increase in the rateable value of many business 

properties, leading to a decrease in those businesses benefitting 

from the small business rate relief. 

Good news on business rates 
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In addition to the £3.6 billion transitional relief announced in 

November 2016, the Spring Budget 2017 includes further 

support for firms affected by increases in business rates through 

the following measures: 

• rate rises for businesses losing existing relief will be capped at 

£50 a month;

• there will be a £300 million hardship fund allowing local 

authorities to provide discretionary relief and support to 

individual hard cases in their local area;

• pubs with a rateable value of less than £100,000 will receive 

a £1,000 discount on rates they would have paid.

With effect from 1 April 2017 the VAT registration threshold will 

be increased from £83,000 to £85,000, affecting around  

4,000 businesses.

Certain VAT rules are also being changed. The ‘use and 

enjoyment’ rules, taxing certain services where used, are to be 

removed for suppliers of mobile phone services to individuals. 

Under these rules UK residents pay VAT when using their 

phones inside the UK, but not when using them abroad. HMRC 

believes that some providers are taking advantage of these rules 

to reduce VAT payable, but it has not yet produced any further 

information.

HMRC is also looking at other issues. It will consult on tackling 

missing trader fraud on supplies of labour in the construction 

sector. In addition, using further measures against offshore 

traders selling tax-free into the UK via the internet, HMRC will 

investigate whether technology can be used to separate at the 

point of sale the value of the supply and the tax – the so-called 

‘split payments’ model – so that the tax can be collected at  

that point.

VAT update IPT anti-forestalling

Following the recent widespread outcry about the impact of business rate increases, 
the Chancellor announced new reliefs to help those worst affected. 

Draft anti-forestalling clauses have been published in advance of 

the insurance premium tax (IPT) increase to 12% from 1 June 

2017. These were subject to industry consultation, particularly 

on the thorny issue of what constitutes ‘new risk’ under an 

existing policy. The point here is that a ‘new risk’ resulting in an 

additional premium on or after 1 June 2017 would be at 12%, 

even if the contract had commenced before.



Among other measures, following  

a review by the Public Accounts 

Committee, HMRC is to issue guidance 

to employers that make payments for 

‘image rights’ under separate contractual 

arrangements, typically concerning sports 

stars and others in the media spotlight. 

Use of the ‘employment allowance’ will 

also be monitored in view of a number  

of avoidance schemes having been 

identified, with further action to be taken 

if such activity continues. In addition, the 

Department for Work & Pensions will 

work with an external data provider to 

better identify fraud and error caused  

by undeclared partners.

New rules were announced to prevent 

promoters of tax avoidance schemes 

circumventing disclosure rules by 

reorganising their businesses. The 

Government reaffirmed its commitment 

to introducing penalties for ‘enablers’ of 

tax avoidance schemes that are later 

defeated by HMRC.

In relation to VAT, the Government will 

consult on measures to combat the 

increasing level of ‘missing trader’ fraud 

within the construction industry, 

including the use of the reverse charge 

mechanism. A call for evidence will also 

be issued to inform how a new VAT 

collection mechanism for online 

marketplaces might operate.

Focus on tax avoidance and evasion

Lessening the burden of tax administration
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The Government has relaxed the reporting burden for small 

unincorporated businesses by increasing the limit at which the 

cash basis can be used to calculate taxable profits.

The cash basis allows unincorporated businesses to account 

using receipts and payments, rather than making accounting 

adjustments at the year end. Currently this is only available for 

businesses with annual turnover of less than £83,000. However, 

with effect from 2017/18, the turnover threshold will increase to 

£150,000, allowing many more businesses to benefit from 

simplified reporting.

A similar relaxation will be available for most landlords with 

gross rental income of less than £150,000. Businesses and 

landlords can still opt to prepare their accounts using accounting 

principles if they prefer.

The Chancellor boasted that since 2010, £140bn had been raised in tackling tax 
avoidance, evasion and non-compliance. Despite this success he proposed a number 
of further measures.

“While this simplification is welcome, 
most businesses will still be subject to 
additional compliance requirements.”

While this simplification is welcome, most businesses will still be 

subject to additional compliance requirements under Making Tax 

Digital quarterly reporting from April 2018. There will, however, 

be a one-year delay in the introduction of these requirements 

for businesses with turnover below the VAT threshold. Such 

businesses will not need to file quarterly returns until April 

2019. A similar postponement is available for landlords.

Finally, HMRC has announced that it will consult with large 

businesses this summer on its process for risk-profiling those 

entities in an attempt to promote stronger compliance.



Following the previously announced changes to salary sacrifice 

rules from April 2017, the Government intends to consult further 

on current exemptions and valuation methodologies for benefits 

in kind, specifically employer-provided living accommodation. It 

also wants to gain a better understanding of the current use of 

income tax relief for employee expenses, especially where these 

are not reimbursed by the employer.

Provided the changes do not impose an additional tax burden, 

the reform of archaic rules in areas such as accommodation 

benefits is to be welcomed. However, the changes may result in 

increased taxes, so proposals will need to be examined in detail 

once known.

Separately, the Government has become aware of potential 

avoidance schemes in relation to NIC employment allowance 

claims. It will therefore be monitoring this situation to determine 

whether anti-avoidance legislation is required.

Meanwhile, a previously announced intention to remove NICs 

from the effects of the Limitation Act (i.e. removing the six-year 

limit for legal recovery) has been deferred to allow for more 

consultation on the impact of the changes. 

Employment taxes in the spotlight

Follow us on Twitter @MooreStephensUK

Previously announced changes
A range of other changes, as previously announced, will be 

included in the Finance Bill and effective from April 2017.  

These include:

• removal of PAYE and NIC advantages for certain optional 

remuneration packages (i.e. salary sacrifice);

• new rules for off-payroll workers in the public sector, but with 

a minor amendment in that the entity assessing the tax will 

not be obliged to take into account employee expenses;

• a number of changes to the tax treatment of termination 

payments – alignment of PAYE and NIC so that employer NIC 

applies on payments over £30,000, bringing all non-

contractual payments in lieu of notice (PILONs) into the scope 

of PAYE and NIC, and the loss of foreign service tax relief; 

• further legislation on simplifying the process and clarifying the 

use of PAYE settlement agreements, rather than merely 

updating HMRC guidance;

• an increase in the tax and NIC relief available for employer-

arranged pensions advice from £150 to £500;

• removal of various tax reliefs in relation to the previous 

abolition of employee shareholder status;

• setting a uniform date of 6 July for employees to make good 

the cost of benefits in kind for P11D purposes.

The Government is continuing to support 

savers. From 6 April 2017, the overall ISA 

limit will increase to £20,000. This 

includes the Lifetime ISA, which allows 

people up to the age of 40 to open and 

save up to £4,000 each tax year and 

receive a 25% Government bonus. The 

Government bonus applies to savings 

made thereafter up to the age of 50. The 

Lifetime ISA can be withdrawn tax-free 

when put towards a first home or in any 

case at age 60. The Help to Buy ISA 

remains available, but the Government 

bonus can only apply to one of the Help 

to Buy or Lifetime ISAs.

 

The NS&I Investment Bond has been 

confirmed, offering a rate of 2.2% over 

three years with a maximum investment 

limit of £3,000. The bond will be 

available for 12 months from April 2017. 

The Government believes that this new 

NS&I Investment Bond is enough to cover 

all the savings of over half of UK 

households. It is a welcome boost for 

savers in a low interest environment.

ISA increases re-confirmed and NS&I boost for savers

As well as previously announced changes to employment tax rules, the Government 
will be consulting on benefits in kind and monitoring potential avoidance schemes 
related to employment allowance claims.



As part of the Government’s strategy to reduce the tax advantages 

of those working through their own companies over the 

self-employed and employees, the Chancellor also announced 

that the tax-free dividend allowance (which came into effect from 

April 2016 as part of wider changes to the way dividends are 

taxed) would be reduced from £5,000 to £2,000 from April 2018. 

This limits the tax advantages for those who could pay themselves 

dividends from their own companies and those with large share 

portfolios outside an ISA.

Capital gains tax rates remain unaffected by any new 

announcements made in the Budget. The annual exempt amount 

for individuals and personal representatives rises from £11,100 to 

£11,300 for 2017/18; the amount for trustees rises from £5,550 

to £5,650.

The Chancellor confirmed the Government’s commitment to 

increasing the income tax personal allowance to £12,500 and the 

higher rate (40%) threshold to £50,000 by 2020. Again, as 

previously announced, the personal allowance and higher rate 

threshold for 2017/18 will increase to £11,500 and £45,000 

respectively.

However, one of the main changes announced in the Budget was 

the increase in the main rate of Class 1 national insurance paid by 

the self-employed. This will increase from 9% to 10% from April 

2018 and to 11% from April 2019 (see page 2). Philip Hammond 

said that the purpose of this measure is to reduce the tax 

advantages enjoyed by self-employed individuals compared to 

employees earning the same income.

Rates and allowances 

A raft of tax consultations 
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As announced in the Budget, a large 

number of tax topics will be subject to 

consultation. Most consultations will be 

launched on 20 March 2017. 

The tax treatment for employees is 

dependent on the form in which 

employers choose to remunerate them. 

The Government considers that the 

disparity in tax treatment here is unfair 

and inconsistent. The various 

consultations and calls for evidence  

on the taxation of benefits in kind, 

accommodation benefits and employee 

expenses seek to address this issue.

Other consultative documents address  

a wide range of areas, covering both 

personal taxation and the corporate 

sphere. Following the conclusion of the 

consultations later this year, we should 

expect numerous changes to the  

tax system.

The list of consultation documents is  

as follows:

• Tackling disguised remuneration 

avoidance schemes

• Rent-a-room relief

• Employer-provided accommodation

• Plant and machinery leasing – response 

to lease accounting changes

• Withholding tax exemption for debt 

traded on a multilateral trading facility

• Non-resident companies chargeable to 

income tax and non-resident capital 

gains tax

• Landfill tax – extending the scope to 

illegal disposals

• Alcohol duty rates and bands

• Heated tobacco consultation

• VAT: fraud in the provision of labour in 

construction sector

• Digital tax administration

• HMRC large business risk review

In addition, the following calls for 

evidence and other consultation exercises 

were announced:

• Employee business expenses

• Taxation of benefits in kind

• Oil and gas: tax for late life oil and gas 

assets

• HGV road user levy

• Red diesel

• VAT: split payment model



The new legislation will aim 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.

As announced in August 2016, the 

Government will also legislate in Finance 

Bill 2017 to allow most unincorporated 

property businesses (other than limited 

liability partnerships, trusts, partnerships 

with corporate partners or those with 

receipts of more than £150,000) to 

calculate their taxable profits using a cash 

basis of accounting. Landlords will 

continue to be able to opt to use 

Generally Accepted Accounting Principles 

(GAAP) to calculate their profits for tax 

Property tax reforms
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purposes. There will be consistent 

treatment across the two systems of the 

initial and replacement cost of items used 

in a dwelling house, and of the treatment 

of interest expense. The changes will have 

effect from 6 April 2017.

As announced in the Autumn Statement 

2016, the Government will consult on the 

case and options for bringing non-UK 

resident companies within the scope of 

corporation tax. Currently they are 

chargeable to income tax on their UK 

taxable income and to non-resident capital 

gains tax only on certain gains. Under 

such a move, these companies would be 

subject to the rules that apply generally 

for the purposes of corporation tax, 

including the limitation of corporate 

interest expense deductibility and the loss 

relief rules, which are to be included in the 

Finance Bill 2017. It is not clear whether 

the intention is to bring such companies 

within the scope of capital gains tax more 

widely in the same way as UK-resident 

companies.

The Government consulted in 2016 on a 

reduction in the stamp duty land tax 

(SDLT) filing and payment window from 

30 days to 14 days, and on the SDLT filing 

and payment process generally. After 

considering responses, the Government 

will delay the reduction in the filing and 

payment window until after April 2018.

Amid a range of property tax measures, the Government will legislate in Finance Bill 
2017 to amend the law on profits from trading in and developing land in the UK.

The Government will introduce legislation with effect from 

Budget Day to prevent businesses obtaining a tax advantage by 

converting capital losses into more flexible trading losses. 

Under previous legislation if fixed assets or investments were 

appropriated to stock, this was deemed to take place at market 

value for tax purposes and the transfer could generate a 

chargeable gain or an allowable loss. An example would be 

where, following a change of intention, a property held as an 

investment to generate rental income was transferred to stock.

Businesses could previously generate a capital loss and then elect 

for this to be treated as a trading loss, usually resulting in greater 

flexibility. The new legislation prevents an election being made 

when a capital loss is generated in this way. The loss will remain a 

capital loss and subject to associated restrictions. An election can 

still be made if a chargeable gain is generated on the transfer, 

with the effect that the gain is taxable as a trading profit. 

The previous rules also applied to property within the Annual 

Tax on Enveloped Dwellings (ATED) regime, but only to the 

non-ATED related element. Similar changes will apply to such an 

election, so that it cannot be made in respect of a loss but only 

in respect of a gain.

Transferring assets to stock 
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It was only with effect from April 2016 that the dividend 

allowance was introduced by the previous Chancellor, George 

Osborne, as part of wider changes to the taxation of dividends.

Now the picture is changing again. In line with the theme of 

reducing the tax differential between various potential business 

structures, the Chancellor announced a reduction in the 

dividend allowance to £2,000 from April 2018.

This announcement is surprising given the relatively recent 

introduction of the allowance.

A punitive 25% tax charge will be applied to transfers from a  

UK pension scheme to a Qualifying Registered Overseas Pension 

Scheme (QROPS), requested on or after 9 March 2017, unless 

certain conditions apply. These include the genuine need to 

transfer the pension and the requirement that from the point  

of transfer:

• both the individual and the pension scheme are in countries 

within the European Economic Area (EEA); or

• if outside the EEA, both the individual and the pension scheme 

are in the same country; or

• the QROPS is an occupational pension scheme provided by the 

individual’s employer.

Moreover, the charge will apply to a tax-free transfer if, within 

five tax years, an individual becomes resident in another country 

so that the exemptions would not have originally applied.

On the other hand, UK tax will be refunded if the individual 

makes a taxable transfer and within five tax years one of the 

exemptions applies.

Payments out of funds transferred to a QROPS on or after 6 April 

2017 will be subject to UK tax rules for five tax years after the 

date of transfer, regardless of where the individual is resident.

The change, although seeming onerous, is not expected to affect 

the majority of transfers to QROPS. However, those seeking to 

transfer while living in low tax jurisdictions, such as Dubai, will be 

particularly affected. 

What is unclear from the legislation is the Government definition 

of a ‘genuine need to transfer’. Clarity on this is needed.

The death of QROPS?

Dividend allowance changes again
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“The change, although seeming onerous, 
is not expected to affect the majority of 
transfers to QROPS.”


