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Stamp duty land tax 1

SDLT relief for first-time buyers
Stamp Duty Land Tax (‘SDLT’) has been abolished with immediate effect
for first-time buyers purchasing properties costing up to £300,000.

Those buying more expensive homes worth up to £500,000 won't pay
any SDLT on the first £300,000.

The new SDLT rates for first-time buyers are:

 Properties with a purchase price of up to £300,000 - 0%

 Properties with a purchase price above £300,000 but no more than
£500,000 - 5% (on the excess over £300,000)

A first-time buyer is anyone who hasn't owned a property before,
whether bought or inherited. If buying a property jointly, then all
purchasers need to be first-time buyers.

The changes apply to purchases by first-time buyers in England, Wales
and Northern Ireland only.

Our view
We are pleased that the government
is coming to the aid of first time
buyers, although the SDLT cut could
be regarded as a mere drop in the
ocean, given that the majority of
people will still need to wait many
years to buy their first home due to
ever growing house prices.

We do have a worry that this
targeted SDLT cut could ironically
result in higher house prices for those
properties in the reduced SDLT band,
as first-time buyers scramble to buy
houses in that particular bracket - a
more tapered withdrawal of the relief
might have been better.
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Personal taxation 2

Increases to the personal allowance
It was announced today that the personal allowance (the amount of
income each individual can receive tax free per annum) will increase from
6 April 2018 to £11,850. This is a £350 increase from the current
allowance of £11,500.

The higher rate threshold will also increase by £1,000 to £34,500. When
combined with the personal allowance, this means that from 2018/19,
individuals start to pay income tax at the higher rate of 40% only when
their income exceeds £46,350.

The threshold after which taxpayers pay tax at the additional rates (45%),
once again remains at £150,000.

The starting rate for savings income will not be increased, however, and
will remain at £5,000 for 2018/19. This is an allowance for low income
earners to pay 0% on their savings income, to the extent that this falls
within the first £5,000 of taxable income.

Capital gains tax exemption
Finally, the Chancellor announced that the annual CGT exemption (the
amount of gains each individual can make tax free each year) for 2018/19
will be £11,700. This is a £400 increase from the current threshold.

Our view
Any increase in personal allowance
and annual exemption is welcome
news. However, note that the
personal allowance is tapered away
for individuals earning over £100,000.
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EIS and VCT reliefs 3

A mixed bag for EIS / VCTs
The amounts an individual can invest in a knowledge-intensive company
increases from the standard £1m per annum to £2m from 6 April 2018.
This can be split as to £1m to a standard EIS qualifying company but the
excess £1m will only qualify if made into this specific type of company.
Such companies will comply if their spend on innovation or research and
development falls within HMRC’s prescribed amounts, as well as either it
creating intellectual property or employing people of at least Masters
level. Correspondingly this type of company is allowed to receive up to
£10m of EIS investments in total, rather than the standard £5m. The limit
for VCT and EIS investment combined remains at £20m however.

Meanwhile, there is a separate announcement that measures will be
introduced to seek to deny EIS relief for any investments where capital
preservation is sought. Typically this applies where a company’s business
focusses on a trade involving property, e.g. nursing homes, storage
facilities etc. Detailed guidance will be provided by HMRC.

On the same theme, to ensure VCTs are seen as higher risk investments,
there are more strict requirements in future on when and how much of
the funds are invested in qualifying holdings.

Our view
EIS remains a very valuable relief and
for those interested in making large
investments into highly innovative
companies this is good news. The
restrictions to capital preservation
investments will affect those typically
looking for a portfolio of investments,
usually to attract Business property
Relief with the added benefit of EIS,
i.e. not the typical entrepreneurial
client to whom this relief is aimed,
although it will impact a number of
genuine investments.
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R&D relief 4

Increase to the large company tax credit
As part of the Chancellor’s initiative to establish the UK as a world leader
in new technologies and support business investment into Research &
Development (R&D) he announced that the rate of the (R&D)
expenditure credit would be increasing from 11% to 12%. This change
will take effect from 1 January 2018.

The R&D expenditure credit provides enhanced corporation tax relief to
companies who undertake R&D (although the credit itself is taxable!) It is
currently calculated as 11% (to increase to 12%) of the qualifying R&D
expenditure. However, the increase only applies to large companies, with
small and medium sized businesses having their own separate regime
(which is unchanged).

Our view
Any further incentives to encourage
R&D are welcomed by us. However,
this particular increase only applies to
large companies.

It would have been more welcome, in
our view, if the Chancellor had offered
further incentives to small and
medium sized businesses who are,
after all, the backbone of our creative
industries.
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Entrepreneurs’ Relief 5

Consultation on rules to allow Entrepreneurs’ Relief 
to be retained following an investment round
Deep within the depths of the Autumn Budget policy paper is an
announcement that the government intends to open a consultation in the
spring of 2018 on how access to Entrepreneurs’ relief can be preserved by
individuals who, as a consequence of further investment in their company,
see their shareholding diluted to below 5%.

As a quick reminder of the rules; Entrepreneur’s relief is essentially
available where there is a material disposal of a business asset. A business
asset includes the disposal of shares. A material disposal of shares means
that for at least 12 months prior to the sale the company was the
individuals ‘personal trading company’ – i.e. the company was trading and
they have at least 5% of the ordinary shares and voting rights of the
company. Additionally they must also be an officer/employee of the
company.

Qualifying disposals attract a reduced capital gains tax rate of 10% subject
to a maximum lifetime limit of £10m.

Individuals that no longer satisfy the 5% test after dilution of their
holdings would currently face the prospect of a future tax rate of 20% (i.e.
double).

Our view
Hopefully the consultation will
provide a positive result. By allowing
relief to continue in these
circumstances it would certainly
incentivise individuals to remain
actively involved in their business
after receiving external investment.
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Removal of indexation allowance for companies
Under current rules, companies receive an indexation allowance (to
remove the effects of inflation) on the tax base cost of capital assets. The
government has announced that from 1 January 2018 the allowance will
be frozen. This means that indexation will still be available up to 1 January
2018 but not after that date. This brings the corporate system more
closely into line with personal capital gains tax.

Our view
This is a slightly ‘stealthy’ tax change
from the Chancellor, but it is worth
bearing in mind that corporation tax
rates have been steadily declining in
recent years. The impact will take a
while to kick in but could be
significant in years to come.

Corporation tax 6
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Anti-avoidance measures 7

Insolvency and ‘phoenixism’ consultation
The Chancellor announced his intention to continue with measures to 
tackle anti-avoidance.  This includes a consultation to be held in 2018 on 
ways to tackle ‘phoenixism’. This is ‘tax-speak’ for when a shareholder 
liquidates his company and extracts funds as capital but then restarts the 
enterprise soon after. HMRC find this offensive because they object to 
funds being extracted at rates as low as 10% in these circumstances.

Our view
This suggests that the Government
may have realised what a mess they
made of the 2016 anti-avoidance
legislation whereby liquidation
distributions can be taxed as
dividends rather than capital. The
legislation was so widely worded that
nobody knew where they stood and
liquidations have become a thing to
be feared. Hopefully any consultation
will bring some much needed clarity
here.
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Disguised remuneration schemes 8

Further details expected on EBT loan charging rules
Last year the government announced that it will introduce a rule to
charge outstanding loans from Employee Benefit Trusts and EFRBS
schemes on 6 April 2019. However, the draft legislation did not explain
how the charge would operate in practice, and in particular who the
government deems to be the appropriate person to collect the tax from.
The default basis of employment taxation is to seek the tax from the
employer, or third party intermediary, in priority to the employee.

The supporting documentation to today’s Budget says that the
information will be set out at some point before the end of 2017.

Our view
We are pleased that the government
is finally going to set out details of
how the 2019 rules will operate, as
the lack of guidance has created
considerable uncertainty, particularly
for those individuals who no longer
work for the company which set up
the scheme.

We await further details with baited
breath …
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Partnership tax 9

Government to amend proposed changes
Earlier this year, the government consulted upon proposed changes to
partnership taxation. Partnerships are a highly flexible form of business
structure. However, the government’s perception was that opportunities
existed for partnerships to manipulate the allocation of profits to obtain a
tax advantage. Draft legislation published on 13 September 2017
proposed to introduce a general rule of bringing allocations of profit for
tax purposes (percentage wise) into line with the accounting allocations.

According to the Budget overview, following consultation, the legislation
has been revised to be “more compatible with commercial arrangements
for allocating shares of profit” and to avoid additional administrative
burdens.

Our view
There are a number of commercial
reasons why taxable profits might not
be allocated in the same proportion
as accounting profits. For example,
where one partner receives a
particular (non-deductible) benefit.
Fixed priority shares are another
example, where the partners wish for
one party to receive a fixed return
and the residual members to bear the
burden or receive the benefit of any
tax adjustments. We await details of
the changes, but hopefully these are
the types of issues which will be
addressed through the amendments
to the final legislation.
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Trust taxation 10

Yet another consultation on trusts!
Buried deep within the press releases of the Autumn Budget was a one
sentence paragraph stating that the government will be publishing a
consultation document in 2018 on how to make the taxation of trusts
“simpler, fairer and more transparent”.

Our view
No further information has been
provided as to what the government
is seeking to review in this
consultation so we await the detailed
proposals.

There have been a whole host of
reforms to the taxation and
administration of trusts over the past
decade and HMRC continue to be
dubious about their usage. However,
we believe that trusts will continue to
remain a flexible vehicle that clients
should continue to use as part of their
inheritance tax planning.
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