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Commentary
Twitter word cloud
The most popular phrases tweeted during Philip Hammond’s 2017 Spring Budget speech.

Spring Budget speech word cloud
The most popular phrases during Philip Hammond’s 2017 Spring Budget speech.
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Business measures
Business rates
The measure
The government will provide £435 million of further support for businesses facing significant increases in bills due
to the English business rates revaluation from April 2017. This support is in addition to the £3.6 billion transitional
relief announced in November 2016, and includes:
•• limiting the annual increase for small businesses losing Small Business Rate Relief to the greater of £600 or the
real terms transitional relief cap;
•• a £300 million business rates hardship fund to enable local authorities to grant discretionary relief to individual
hardship cases; and
•• a one year £1,000 business rate discount for public houses with a rateable value of up to £100,000.
Local government will be fully compensated for the loss of income as a result of these measures.
The government will set out its preferred approach for delivering more frequent business rate valuations at
Autumn Budget 2017 and will consult ahead of the next revaluation in 2022.

Who will be affected?
Businesses operating in England that would have suffered significant increases in their business rates bills from
April 2017 following the English business rates revaluation. English public houses with a rateable value of up to
£100,000.

When?
From 1 April 2017. The discount for pubs will last for one year and the additional support will last until the next
revaluation in 2022.

Our view
Businesses that would have suffered significant increases to their business rates bills and the c.90% of pubs with a rateable
value up to £100,000 will welcome this additional support.

Corporation tax and income tax: appropriations to
trading stock
The measure
Under current law, where a business subject to corporation tax or income tax reallocates an existing asset into its
trading stock, the basic rule is that there is a deemed market value disposal of the asset for capital gains purposes
and a capital gain or loss may arise. For many years the law has included the possibility for the taxpayer to elect
to eliminate this capital gain or loss by effectively rolling this over into the future trading profit or loss on a future
disposal of the asset (i.e. if a capital gain would have arisen, the election converts this into a higher trading profit on
the ultimate disposal).

02

See both sides |
 Deloitte’s coverage of Spring Statement 2017

This change only allows the election where the appropriation gives rise to a capital gain, and not a capital losses.
Thus, losses arising on appropriations to trading stock will crystallise as capital losses.
An equivalent change will be made in relation to assets within the Annual Tax on Enveloped Dwellings (ATED) regime.

Who will be affected?
Any taxpayers undertaking appropriations of assets into their trading stock that result in capital losses.
Such transactions may occur in particular in the real estate and financial sectors but the rules are not limited to
any particular industry groups.

When?
The change in law will have immediate effect (i.e. for appropriations into trading stock undertaken on or after
8 March 2017).

Our view
This seems to be a reaction to a perceived tax avoidance opportunity arising from the current law – in particular because making
the election in cases of capital losses may result in higher trading losses arising, and the use of trading losses to shelter other
taxable profits is more flexible than the use of capital losses (which may only be offset against capital gains).
In light of this it is not surprising that the law has been tightened, given the government’s stated intention to maintain fairness in
the tax system and eliminate opportunities for avoidance. However, there will inevitably be some taxpayers undertaking such
appropriations for purely commercial reasons that find themselves with a capital loss that may not be readily utilised.

Corporation tax: deductibility of corporate interest
expense
The measure
Following the publication of draft legislation to limit the UK tax deductions that companies can claim for their interest
expenses (as announced at Budget 2016), the government have announced a small number of changes which will be
reflected in Finance Bill 2017 to avoid certain unintended consequences or impose unnecessary compliance burdens.
The changes will address:
•• Certain unintended restrictions arising from the operation of the modified debt cap which could prevent the use
of carried forward interest capacity from loss‑making years, or years with low EBITDA.
•• Changes to the treatment of guarantees from related parties, including the introduction of a rule grandfathering
guarantees granted before 31 March 2017 so that interest on such loans will not be treated as related party.
Certain performance guarantees and intra‑group guarantees in the context of the group ratio will also be
excluded from the rule treating interest on debt guaranteed by related parties as related party interest.
•• Public infrastructure exemption: the optional alternative rules will be amended so that they are easier to apply in
practice – removing the need to compare the level of indebtedness of qualifying infrastructure companies with
that of non‑qualifying group companies, such as those outside the UK. Transitional rules will apply in the first
year to enable businesses time to restructure, if necessary.
•• The definition of tax interest will be expanded to include both income and expenses from dealing in financial
instruments as part of a banking trade.
•• The introduction of special rules for insurers to enable them to calculate interest on an amortised cost basis, as
a practical alternative to fair value accounting.
03
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Who will be affected?
These amendments will be beneficial to a number of groups including:
•• those with losses in some years, including start‑ups, which move into profit;
•• infrastructure groups;
•• groups with inter‑company guarantees;
•• banks; and
•• insurers.

When?
The changes will be reflected in Finance Bill 2017, when it is released on 20 March 2017, and will come into force
when the interest restriction legislation takes effect from 1 April 2017.

Our view
These issues became apparent on review of the draft legislation, released on 26 January 2017, and have been raised with HMRC
and HM Treasury by a number of stakeholders.
Whilst these issues had been acknowledged by HMRC and HM Treasury, we welcome the government’s formal announcement
that these issues will be addressed. However, the precise drafting of these rules will need to be reviewed.

Employee benefits in kind and expenses – upcoming
consultations
The measure
The Chancellor announced that the government will publish a call for evidence to better understand the use of
income tax relief for employees’ expenses, including unreimbursed expenses.
The government confirmed its Autumn Statement 2016 announcements concerning the treatment of benefits in
kind. The government reiterated its intention to issue a call for evidence on the tax treatment of benefits in kind
and to publish a consultation paper containing proposals to bring the tax treatment of employer‑provided living
accommodation and board and lodgings up to date.

Who will be affected?
Employers and employees.

When?
The calls for evidence and consultation will be published on 20 March 2017.

Our view
A review of benefit and expenses rules may allow for a simpler and more modern regime to be developed going forward.
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High‑end TV, animation and video games tax relief
The measure
The government will seek State Aid approval for the continued provision of the high‑end TV, animation and video
games tax reliefs beyond 2018.

Who will be affected?
Companies engaged in the high‑end TV, animation and video games sectors.

When?
State Aid approval for the current high‑end TV, animation and video games tax reliefs expires on 31 March 2018.
The government is seeking approval to allow the reliefs to continue beyond this date.

Our view
Over £260 million has been paid out in respect of high‑end TV, animation and video games tax reliefs since their introduction.
The industries will be pleased that the government is seeking approval to continue the reliefs beyond 31 March 2018.

Lease accounting changes
The measure
The government will consult on the legislative changes required as a response to the introduction of IFRS 16 – the
new lease accounting standard which will come into effect from 1 January 2019.
Following an HMRC discussion document in 2016, which set out four possible options for the future tax treatment
of plant or machinery lease arrangements, HMRC have today announced the intention is to ‹maintain the current
system of lease taxation by making legislative changes to enable the tax rules to continue to work as intended’.

Who will be affected?
Businesses with plant or machinery leases who prepare accounts under International Financial Reporting
Standards (IFRS), or who report under UK Financial Reporting Standard 101 (FRS101).

When?
The consultation will take place in Summer 2017.

Our view
Changes will affect different businesses to a greater or lesser extent, depending upon how their lease arrangements are treated
under current tax legislation. Affected businesses will need to carefully consider the application to their specific circumstance of
the detail of any legislative proposals issued for consultation.

05

See both sides |
 Deloitte’s coverage of Spring Statement 2017

Making tax digital
The measure
The government has delayed the mandatory introduction of Making Tax Digital for unincorporated businesses and
landlords with turnover below the VAT threshold, until April 2019.
The government will also consult on the design aspects of the new system, including any penalties and interest
matters, with a view to harmonising the approach across all taxes.

Who will be affected?
Unincorporated businesses and landlords with turnover below the VAT threshold.

When?
The new Making Tax Digital rules will be in force from April 2019.

Our view
This delay will help those affected as it offers more time to prepare for the requirements of digital record keeping.

Museums and galleries tax relief
The measure
As announced in Autumn Statement 2017, the government will introduce a new tax relief for museums and
galleries who develop new exhibitions. Following consultation on the draft legislation, the relief will be revised to
include exhibitions which have a live performance as part (but not the main focus) of the exhibition.

Who will be affected?
Museums and galleries that are subject to corporation tax and operating on a not‑for‑profit basis, including trading
subsidiaries of charitable museums. The relief will not apply to commercial businesses.

When?
The relief will apply to qualifying expenditure incurred on or after 1 April 2017. The relief will expire in 2022 unless
renewed, and will be reviewed in 2020.

Our view
Museums and galleries will be pleased that the new tax relief, which is expected to provide £35 million per year in support to the
sector, will be introduced from 1 April 2017 as planned.
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Offshore property developers
The measure
New legislation relating to profits from trading in and developing land in the UK was announced at Budget 2016
and took effect for disposals of property on or after 5 July 2016. The legislation originally excluded profits from
disposals made on or after 5 July 2016, where the contract was entered into prior to that date.
Legislation will be introduced in Finance Bill 2017 to ensure that all profits that are recognised in the accounts on or
after 8 March 2017 will be taxed, even if the contract for disposal was entered into prior to 5 July 2016.

Who will be affected?
Businesses that carry on a trade of dealing in or developing land in the UK.

When?
Finance Bill 2017.

Our view
This measure ensures that the rules set out in Finance Act 2016 work as intended as the original rules resulted in some profits
from long term contracts not being within the charge.

Oil and gas: Investment and Cluster Area Allowances
The measure
A Statutory Instrument has been laid to expand the Investment and Cluster Area allowances to certain types of
operating and lease expenditure, as first announced at Autumn Statement 2015.

Who will be affected?
Oil and gas companies that operate in the UK or on the UK continental shelf.

When?
Expenditure within any of the categories of expenditure included in the expansion of the Investment and Cluster
allowances will qualify for the allowance as long as it is/was incurred on or after 8 October 2015.

Our view
The expansion of the investment allowance to include production enhancing operating expenditure will help maximise
economic recovery. This feature of the Investment Allowance and the Cluster Area Allowance has been an ambition of the
government ever since the introduction of the measures at Autumn Statement 2014 and Budget 2015, respectively.
Now that the legislation has been laid, companies will be able to claim these additional allowances and may wish to reassess
their 2015 corporation tax returns to ensure appropriate expenditure is now included.
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Oil and gas: North Sea late‑life assets
The measure
The government has today announced that it will publish a formal discussion paper on tax issues for late‑life
North Sea oil and gas assets, detailing its work on the perceived barriers to transfers of these assets and inviting
comments on potential solutions. Alongside this, the government will also establish an expert panel to consider
these issues and provide advice.

Who will be affected?
Businesses investing in oil and gas exploration and production activities on the UK continental shelf (UKCS) which
are subject to the UK ring fence tax regime.

When?
The discussion paper will be released alongside Finance Bill 2017 on 20 March, with the expert panel reporting at
Autumn Budget 2017.

Our view
It is crucial that the companies who are best placed to operate assets in the most efficient way possible are given the
opportunity to obtain these assets as the UKCS enters its next phase of life.
Up until now, decommissioning tax relief issues have created barriers to entry for new entrants. Consequently, newer
companies, potentially with alternative approaches, may not have been able to acquire appropriate assets.
The publication of this paper will be welcomed by the industry provided that it is backed up by legislative action encouraging
new entrants for late‑life assets and the development of alternative late‑life business models.

Patent Box: Nexus Regime updates – cost sharing
arrangements
The measure
The government has been working to incorporate the changes required as a result of the OECD’s work on BEPS
Action 5: Harmful Tax Practices, which requires implementation of a Nexus approach to the Patent Box regime.
The bulk of the changes were substantively enacted on 15 September 2016 as part of Finance Bill 2016 and came
into effect as at 1 July 2016, when the current Patent Box regime closed to new entrants. Grandfathering provisions
are available until 30 June 2021.
The government have brought out draft provisions as part of Finance Bill 2017 to cover how these changes
will apply to companies within a ‘cost sharing arrangement’. The intention of these provisions is to ensure that
companies within a ‘cost sharing arrangement’ are neither advantaged nor disadvantaged under the Nexus
regime.
Further to consultation the draft legislation has been amended, specifically to narrow the definition of a qualifying
‘cost sharing arrangement’, and to include provisions to better align a company’s payments and receipts within
a ‘cost sharing arrangement’.
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Who will be affected and when?
Companies within a ‘cost sharing arrangement’ who are expecting to make a claim under the new Nexus provisions
for the UK Patent Box. Whilst all other changes to the Patent Box regime came into effect from 1 July 2016, the
changes specifically covering ‘cost sharing arrangements’ will come into effect on 1 April 2017.

Our view
We welcome the commitment to ensuring that companies within ‘cost sharing arrangements’ are neither advantaged nor
disadvantaged under the Nexus regime.

R&D admin burden reduced
The measure
The Chancellor announced that the government will make administrative changes to improve certainty around
how the rules of Research and development (R&D) tax relief apply to claims by large businesses and to improve
awareness of R&D tax credits among SMEs.

Who will be affected and when?
The details of the administrative changes have not been announced.
Following the review of the R&D tax regime announced in the Autumn Statement, which found that the UK’s R&D
tax credits regime is both effective and internationally competitive, the government will continue to keep the
competitiveness of the UK R&D tax credits system under review.

Our view
The announcement that the administrative burden for R&D tax relief will be reduced is welcome, as is the continued support for
UK innovation.

Tobacco Duty and Minimum Excise Tax
The measure
As announced in Budget 2014, duty rates on all tobacco products will increase by 2 per cent above retail price
ideas inflation.
In addition, the government will introduce a Minimum Excise Tax to target the cheapest cigarettes. The rate will be
set at £268.63 per 1,000 cigarettes.
The general impact of the change in excise duty rates will mean that the price of:
•• a packet of 20 cigarettes will increase by approximately 35 pence;
•• a 30g packet of hand rolling tobacco will increase by approximately 42 pence;
•• 10g weight of cigars will increase by approximately 17 pence; and
•• a 30g packet of pipe tobacco will increase by approximately 23 pence.

09

See both sides |
 Deloitte’s coverage of Spring Statement 2017

Who will be affected?
Manufacturers, importers, distributors and consumers of tobacco.

When?
The general rate increases will come into effect from 6pm on 8 March 2017.
The new Minimum Excise Tax will come into effect on 20 May 2017.

Our view
The general increase is in line with expectations. The minimum price of a packet of 20 cigarettes will be around £7.35,
a significant increase on the price of low cost cigarettes.

Unincorporated businesses – increase to the cash basis
threshold
The measure
The threshold for small businesses to elect for the optional cash basis of accounting will be increased from
£83,000 to £150,000 of turnover. The cash basis will cease to apply if turnover increases to more than £300,000 in
the tax year. Once this threshold is exceeded, calculations will need to be prepared based on generally accepted
accounting practice.

Who will be affected?
Sole traders and individuals in partnerships with trading income.

When?
The measure will take effect from 6 April 2017.

Our view
This increase is positive as it offers a simplified method of calculating trading profits for more unincorporated businesses.

Vehicle Excise Duty (VED) rates
The measure
VED rates for cars, vans and motorcycles registered before 1 April 2017 will increase by RPI.
Heavy Goods Vehicles and Road User Levy rates will be frozen in 2017/18. The government plans to update the
existing HGV Road User Levy to incentivise the efficient use of roads and improve air quality. There will be a call for
evidence in Spring 2017.

Who will be affected?
Owners and operators of HGVs or vehicles that fall under the VED scheme.
10
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When?
1 April 2017.

Our view
The freeze is in line with expectations. Future measures to incentivise efficient use of roads could increase revenue for HM
Treasury and improve air quality.

Withholding tax exemption for debt traded on
a multilateral trading facility
The measure
The government will introduce an exemption from withholding tax for interest on debt traded on a multilateral
trading facility.

Who will be affected?
Holders of debt trading on a multilateral trading facility.

When?
A consultation document will be published on 20 March 2017.

Our view
This measure, which removes a barrier to the development of UK debt markets and increases liquidity in capital markets, is
welcome news.
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Indirect tax measures
Aggregates levy
The measure
Aggregates levy is a tax on the commercial exploitation of rock, sand or gravel. The rate has been set at
£2 per tonne since 1 April 2009. The government announced today that the rate will remain frozen for 2017‑18.

Who will be affected?
Aggregates levy has effectively incentivised this sector to use tax‑free recycled aggregate where possible,
but where virgin aggregate is used in construction projects, or in any products used in construction such as
concrete, the levy will serve to increase project costs. Freezing the rate will keep levy costs constant and relatively
predictable for developers.

When?
The rate will remain frozen for 2017‑18.

Our view
If the current rates of aggregates levy achieve the environmental aims of the tax then there is limited benefit changing it,
avoiding the need for registered aggregate exploiters to amend systems.

Air Passenger Duty rates
The measure
Air Passenger Duty rates for 2018‑19 increase in line with RPI.
The rates for tax year 2018‑2019 are being announced at Spring Budget 2017 to give the industry advance notice.
Rates for 2019‑20 will be set at Autumn Budget 2017.

Who will be affected?
The travel and aviation industry and travellers.
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When?
The APD rates will be as follows.
From 1 April 2018
Bands
(distance in miles from London)

Reduced rate
(lowest class of travel)

Standard rate (1)
(other than the lowest class of travel)

Higher rate (2)

Band A (0 – 2000 miles)

£13

£26

£78

Band B (over 2000 miles)

£78

£156

£468

(1)	If any class of travel provides a seat pitch in excess of 1.016 metres (40 inches) the standard rate is the
minimum rate that applies.
(2)	The higher rate applies to flights aboard aircraft of 20 tonnes and above with fewer than 19 seats.

Our view
As expected, the rates of APD have largely increased with inflation. APD in Scotland is due to be devolved in 2018.

Alcohol duty rates and bands
The measure
The government has announced that the duty rates on beer, cider, wine and spirits will increase in line with inflation.
The government will also consult on introducing a new duty band for cider just below 7.5% abv to target white ciders
and also on the impacts of introducing a new duty band for still wine and made‑wine between 5.5% and 8.5% abv.

Who will be affected?
Businesses and individuals responsible for accounting for excise duty prior to consumption, as well as individuals
that consume any of the products set out above.

When?
The new duty rates will apply from 13 March 2017.

Our view
The increase to the duty rates applicable to alcohol products is in line with expectations. Further details on the consultation to
introduce new bands will be announced in due course.

Gambling duties
The measure
As announced at Budget 2016, gaming duty bands for casinos will be increased in line with the retail price index
and the tax treatment of discounted and free gambling (‘freeplays’) for Remote Gaming Duty will be amended.
Following a technical consultation, draft legislation has been revised to ensure the change is proportionate.
13
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The proposed legislation will ensure that, where appropriate, freeplays used to participate in remote gaming will
have a value as stakes when calculating the operator’s dutiable profit, and that freeplays given as prizes will not be
deductible.

Who will be affected?
The betting and gaming industry.

When?
The gaming duty bands will increase in line with the retail price index for accounting periods starting on or after
1 April 2017.
The treatment of freeplays for Remote Gaming Duty will have effect for accounting periods that begin on or after
1 August 2017.

Our view
The gaming duty increases the changes to the treatment of freeplays for Remote Gaming Duty.

Insurance Premium Tax (IPT): anti‑forestalling
The measure
As announced in the Autumn Statement 2016, the standard rate of IPT will increase from 10% to 12% in June 2017.
Draft anti‑forestalling legislation has been published which is designed to prevent businesses taking steps to
forestall or avoid the rate change, by paying premiums early or extending the period for which cover is provided.

Who will be affected?
The anti‑forestalling measures will be applicable to insurance companies who are registered for IPT. The burden of
the increased rate is, however, likely to fall on the policyholders, rather than the insurance companies.

When?
The rate increase will take effect from 1 June 2017. The anti‑forestalling measures come into effect immediately.

Our view
Anti‑forestalling measures have accompanied previous increases in the rate of IPT. The introduction of similar provisions in
relation to the most recent rise is therefore to be expected.

Landfill Communities Fund
The measure
Currently in England and Wales, landfill tax applies to the disposal of material as waste into a licensed or permitted
landfill site. The Landfill Communities Fund was established in order to recycle some of the revenue raised by
landfill tax to local communities most affected by landfill activities. Under the scheme landfill operators are able
to claim up to 90% credit for their contributions, up to a specified proportion of their landfill tax liability (of 4.2% in
2016‑17).
14
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The Budget announces that the contribution cap will be increased to 5.3% for 2017‑18 with a view to maintaining
the value of the funds available in the light of reduced landfill tax receipts.

Who will be affected?
Once the measure is in force, landfill operators making contributions to the Landfill Communities Fund will need
to monitor and, if necessary, amend the value of credit they claim in respect of those contributions where they
anticipate breaching the contribution cap.

When?
The cap is likely to be introduced with effect from 1 April 2017, as with previous measures.
Scotland has devolved responsibility for landfill tax and is not affected by this measure. Wales is in the process of
devolving responsibility for landfill tax.

Our view
The Landfill Communities Fund has been a useful source of funds for environmental projects since its introduction and has gone
some way to softening the blow of landfill operations on those communities most impacted.

Landfill tax consultation
The measure
Currently in England and Wales, landfill tax applies to the disposal of material as waste into a licensed or permitted
landfill site. The government announced that it will consult on extending the scope of landfill tax to include illegal
disposals of waste made elsewhere, including fly‑tipping and illegal landfill sites.
Landfill tax is devolved to Scotland where landfill tax regulations provide for the tax to be applied to illegal waste
deposits. The tax is in the process of being devolved to Wales where a similar measure is being considered. In both
countries, this measure has been viewed as a deterrent for illegal waste disposal and fly‑tipping.

Who will be affected?
If the consultation results in the imposition of landfill tax on disposals outside of licensed sites, any party seeking
to evade landfill tax and other landfill charges by fly‑tipping waste material or depositing it in illegal sites, will be the
target for what may be higher, punitive rates of landfill tax than would apply to waste taken to licensed sites.

When?
The consultation starts on 20 March 2017.

Our view
Increased rates of landfill tax over previous years have been successful in diverting waste from landfill to other, more
environmentally sound treatment. Increased rates may also have incentivised illegal waste disposals, so a measure that seeks to
target those undertaking such activities is welcomed.
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Reverse charge in the construction sector?
The measure
The government will consult on options to combat missing trader VAT fraud in the construction industry.
Such fraud can occur where a subcontractor charges VAT on labour, but disappears before passing that VAT to
HMRC. A consultation will invite comments on how such fraud could be addressed, including whether a reverse
charge mechanism could be introduced so that the recipient of the labour self‑accounts for VAT. Other changes
will also be considered (for example, to the qualifying criteria for gross payment status within the Construction
Industry Scheme).

Who will be affected?
The consultation will be relevant to all businesses in the construction sector and the recipients of such services.

When?
The consultation will be published on 20 March 2017.

Our view
A domestic reverse charge has previously been introduced to address concerns about missing trader fraud in relation to
supplies of mobile phones, computer chips, wholesale gas and electricity, and emissions allowances. Depending on what
concerns might be raised in the course of the consultation, it may also be an effective measure against fraud in the construction
sector.

Tobacco Duty and Minimum Excise Tax
The measure
As announced in Budget 2014, duty rates on all tobacco products will increase by 2 per cent above retail price
ideas inflation.
In addition, the government will introduce a Minimum Excise Tax to target the cheapest cigarettes. The rate will be
set at £268.63 per 1,000 cigarettes.
The general impact of the change in excise duty rates will mean that the price of:
•• a packet of 20 cigarettes will increase by approximately 35 pence;
•• a 30g packet of hand rolling tobacco will increase by approximately 42 pence;
•• 10g weight of cigars will increase by approximately 17 pence; and
•• a 30g packet of pipe tobacco will increase by approximately 23 pence.

Who will be affected?
Manufacturers, importers, distributors and consumers of tobacco.
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When?
The general rate increases will come into effect from 6pm on 8 March 2017.
The new Minimum Excise Tax will come into effect on 20 May 2017.

Our view
The general increase is in line with expectations. The minimum price of a packet of 20 cigarettes will be around £7.35,
a significant increase on the price of low cost cigarettes.

VAT deductions relating to foreign branches
The measure
Following the European Court’s decision in the French case of Société Le Crédit Lyonnais, UK partial exemption
rules were amended with effect from 2016 to exclude turnover from foreign branches. At the time, the changes
were expected to cost businesses approximately £90m per annum. However, the policy costings document
released at the Spring Budget 2017 now recognises that “due to technical problems affecting implementation” the
amendments will not create any additional VAT cost for businesses.

Who will be affected?
Banks and other financial institutions with branches outside the UK.

When?
The statutory instrument came into force on 1 January 2016.

Our view
This seems somewhat confusing and whilst the precise detail has not been disclosed, the fact that the Crédit Lyonnais changes
are no longer expected to generate any additional revenue for the Exchequer perhaps illustrates the complexity of partial
exemption methods operated by international financial institutions.

VAT: Fulfilment House Due Diligence Scheme
The measure
Further to the announcements at Budget 2016 and Autumn Statement 2016, the government has now confirmed
the date from which fulfilment houses will be required to register with HMRC under the Fulfilment House Due
Diligence Scheme.
Fulfilment houses that take delivery of the goods into the UK and then make an onward delivery on behalf of
the supplier, will have an obligation to register from 1 April 2018. They will also have to provide evidence of the
due diligence they have undertaken to ensure overseas clients are following VAT rules. Furthermore, the draft
legislation has been revised to provide for a disclosure gateway that will permit HMRC to disclose taxpayers’
information to fulfilment houses for the purpose of meeting their obligations under the scheme.
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Who will be affected?
These measures will affect fulfilment houses and associated suppliers operating in the UK.

When?
Fulfilment houses will have to register and maintain accurate records with HMRC from 1 April 2018.

Our view
The announcement at Budget 2017 confirms the date from which fulfilment houses must be registered.
The changes represent a focus by the government to create a level playing field for UK businesses. Some overseas businesses
have been undercutting UK retailers by not always paying the correct amount of VAT and duty to HMRC through the use of
fulfilment houses.

VAT: Registration and deregistration thresholds
The measure
The taxable turnover registration threshold for VAT will increase from £83,000 to £85,000.
The taxable turnover deregistration threshold for VAT will increase from £81,000 to £83,000.

Who will be affected?
Any business whose taxable turnover is close to the current VAT thresholds for registration and deregistration.

When?
The new thresholds will have effect from 1 April 2017.

Our view
As expected, the VAT registration and deregistration thresholds are increased again.

VAT: ‘split payment’ model for online retailers
The measure
HMRC are considering the introduction of a ‘split payment’ model to address the issue of overseas traders who fail
to account for UK VAT when selling goods through online marketplaces; building on measures introduced in Budget
2016. A ’split payment’ model would enable HMRC to use technology to extract and collect the VAT directly at the
point of sale.

Who will be affected?
The measure is principally aimed at ensuring that non‑EU businesses account for VAT on sales to UK consumers.
Depending upon how the measure is implemented, payment processing businesses and other retailers may also
be affected by the new rules.
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When?
The call for evidence will be published on 20 March 2017.

Our view
This builds upon measures introduced in Finance Act 2016, which allow HMRC to impose joint and several liability on operators
of online marketplaces in certain situations. The ‘split payment’ model may provide a technological solution to the same issue,
ensuring that overseas traders account for UK VAT where appropriate. This is a welcome initiative to tackle the non‑payment
of VAT.

VAT: Use and enjoyment provisions for business to
consumer mobile phone services
The measure
The government will remove the VAT use and enjoyment provisions that currently apply to business to consumer
supplies of mobile phone services.
Under current legislation, UK VAT is charged where the services are used and enjoyed in the EU. However, no UK
VAT is due where the services are used and enjoyed outside the EU.
The removal of the use and enjoyment provisions will mean that mobile phone services supplied to individuals will
always be subject to UK VAT at 20%, regardless of where the consumer makes use of their mobile phone.

Who will be affected?
Businesses that supply mobile phone services to UK private individuals will now be required to account for UK
VAT, irrespective of where the phone is used. This is likely to lead to an increase in costs for individuals that incur
roaming charges when using their mobile phones outside the EU.

When?
The new measure will be implemented from 1 August 2017. Secondary legislation to effect the change will be
published before the Summer recess.

Our view
The introduction of UK VAT on mobile phone services used and enjoyed outside the EU is expected to raise £305m over the next
five years.
With the UK’s impending exit from the EU it had been envisaged that VAT‑free charges would also apply to mobile phone services
used and enjoyed in the remaining EU member states. However, the announcement today indicates this will not be the case.

Vehicle Excise Duty (VED) rates
The measure
VED rates for cars, vans and motorcycles registered before 1 April 2017 will increase by RPI.
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Heavy Goods Vehicles and Road User Levy rates will be frozen in 2017/18. The government plans to update the
existing HGV Road User Levy to incentivise the efficient use of roads and improve air quality. There will be a call for
evidence in Spring 2017.

Who will be affected?
Owners and operators of HGVs or vehicles that fall under the VED scheme.

When?
1 April 2017.

Our view
The freeze is in line with expectations. Future measures to incentivise efficient use of roads could increase revenue for HM
Treasury and improve air quality.
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Individuals measures
Dividend allowance reduction
The measure
The £5,000 dividend allowance, which was introduced from 6 April 2016, will be reduced to £2,000 from
6 April 2018.

Who will be affected?
Individuals who work through companies and extract profits via dividends, as well as individuals receiving dividend
income in excess of £2,000.

When?
This measure will take effect from 6 April 2018.

Our view
The purpose of this reduction is to try to reduce the tax differential between individuals working through a company and those
who are employed. The government expects that the reduction in the allowance will continue to mean that 80% of investors still
pay no income tax on dividends.

Image rights taxation
The measure
HMRC will publish guidelines for employers who make payments for image rights to their employees to improve
the clarity of the taxation of these arrangements.
The taxation of image rights was identified by HMRC in evidence to the Public Accounts Committee (reporting on
‘Collecting tax from high net worth individuals’) as the most significant tax risk amongst footballers. The Committee
recommended that HMRC take urgent action to address the issue of image rights taxation.

Who will be affected?
This is likely to affect people in the sport and entertainment industries.

When?
The guidelines will be published in Spring 2017.

Our view
The additional guidance will need to be considered when it becomes available but additional clarification of the rules is to
be welcomed.
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Making tax digital
The measure
The government has delayed the mandatory introduction of Making Tax Digital for unincorporated businesses and
landlords with turnover below the VAT threshold, until April 2019.
The government will also consult on the design aspects of the new system, including any penalties and interest
matters, with a view to harmonising the approach across all taxes.

Who will be affected?
Unincorporated businesses and landlords with turnover below the VAT threshold.

When?
The new Making Tax Digital rules will be in force from April 2019.

Our view
This delay will help those affected as it offers more time to prepare for the requirements of digital record keeping.

National Insurance: increase in rate of Class 4 NICs for
self‑employed individuals
The measure
The government has announced it will increase the main rate of Class 4 National insurance contributions by 1% to
10% from 6 April 2018, and by a further 1% to 11% from 6 April 2019.
As previously announced at Budget 2016, Class 2 NICs will be abolished from April 2018.
Self‑employed individuals will be able to access and determine entitlement to contributory social security benefits
through payment of Class 4 NICs alone from April 2018.

Who will be affected?
This measure will affect self‑employed individuals who currently pay both Class 2 and 4 NICs.

22

See both sides |
 Deloitte’s coverage of Spring Statement 2017

When?
This measure will be implemented from 6 April 2018.

Our view
Previously announced, the abolition of Class 2 NICs would, on its own, increase the differential between the amount of NICs paid
by employees and those paid by the self‑employed.
Historically, the differences in rates of contributions reflected the fact that the self‑employed received less support than
employees from the state in the form of contributory welfare benefits and statutory payments, particularly the State Pension.
Over time this gap has reduced and although there is still not complete alignment, this is mainly limited to certain parental
benefits.
Since April 2016, the self‑employed have had access to the same State Pension as employees which is worth up to £1,800 a year
more to a self‑employed individual than under the previous system. The increases in the Class 4 rate reflects this more equal
State Pension entitlement.
Taken together with the abolition of Class 2 NICs, this means that only self‑employed individuals with annual profits above
£16,250 in 2019/20 will pay more NICs as a result of the changes. In combination with the increases in the income tax personal
allowance, only those self‑employed individuals with profits of more than £32,900 in 2019/20 would pay more in income tax and
NICs than in 2015/16.
Based on the 2017/18 Lower and Upper Profits Limits, the incremental NIC cost of this measure to a self‑employed individual
earning £45,000 or more per annum will be approximately £1 per day (c. £370 per annum) for each 1% increase in the main rate.
Self‑employed contractors may look to pass on any additional NIC costs from April 2018 through increases in their charges.

Qualifying Recognised Overseas Pension Schemes
(QROPS): introduction of transfer charge
The measure
The government will introduce a 25% charge on transfers to Qualifying Recognised Overseas Pension Schemes.
Exceptions will be made to the charge, allowing transfers to be made tax free where people have a genuine need
to transfer their pension, where:
•• 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.
The transfer may become chargeable if, within the five complete tax years following the date of the transfer, the
conditions which were met to make the transfer tax‑free cease to be met. Conversely, if the charge is paid on
transfer it may become repayable, if the conditions for exemption are met during that five year period.
Payments from UK tax relieved funds previously transferred to a QROPS will be subject to UK tax rules for five full
tax years following the transfer, regardless of whether the individual is or has been UK resident in that period.

Who will be affected?
UK and QROPS pension scheme administrators and pension scheme members who are considering moving funds
from a UK registered pension scheme.
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When?
The measure will apply to transfers to a QROPS requested on or after 9 March 2017. The measure will take effect
with respect to relevant payments from QROPS from 6 April 2017.

Our view
The introduction of these measures impose additional administrative burdens on pension scheme administrators, both in the
UK and abroad. The exceptions which recognise members’ genuine need are welcome, but the changes make the QROPS regime
less flexible than it has been historically.

Rates and allowances
The measure
The income tax personal allowance and basic rate bands for 2017/18 have been announced. The personal
allowance will be £11,500 (increased from £11,000 in 2016/17) and the basic rate band will be £33,500 (increased
from £32,000 in 2016/17), resulting in a higher rate threshold of £45,000.
The Chancellor reconfirmed that the personal allowance and higher rate threshold will continue to be increased to
£12,500 and £50,000 respectively by the end of this Parliament.
The capital gains tax annual exemption will increase by £200 in 2017/18 from £11,100 to £11,300.

Who will be affected?
Individuals who are subject to UK income tax, or capital gains tax.

When?
The changes in the personal allowance and higher rate threshold, as well as the increase capital gains tax annual
exemption, will take effect from 6 April 2017.

Our view
The increases in personal allowance and higher rate threshold in 2017/18 will be welcome news to taxpayers at all levels
of income.

Rent‑a‑room relief
The measure
Rent‑a‑room relief currently allows individuals to receive up to £7,500 of tax‑free income each year from letting out
furnished accommodation in their main residence.
The government has today announced a consultation to redesign this relief to “align the relief more closely with its
intended purpose, to increase supply of affordable long‑term lodgings”.

Who will be affected?
Those letting out furnished accommodation within their main residence.
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When?
No date for the start of the consultation has been announced.

Our view
While little detail has been announced, it is accepted that the aim of any changes will be to seek to restrict the relief where
individuals let out their property on a short‑term basis.

Savings and investments
The measure
At Autumn Statement 2016, the government announced its intention to offer a new three year National Savings &
Investments savings bond.
It has been confirmed today that this bond will yield a gross return of 2.2% (as originally expected). The bond will
be open to investors aged 16 and over who will be able to invest between £100 and £3,000. The product will be
available for 12 months from April 2017.
The government also confirmed the increase in the ISA limit from £15,240 to £20,000, as well as the introduction
of the new Lifetime ISA, from 6 April 2017. The Lifetime ISA can be opened by individuals from the age of 18 until
they turn 40. It allows those under 50 to save up to £4,000 a year and receive a government bonus of up to £1,000
a year. Amounts invested into a Lifetime ISA can be withdrawn tax‑free to put towards a first home or once the
holder turns 60.

Who will be affected?
Savers.

When?
These changes will apply from 6 April 2017.

Our view
These measures will provide increased incentives for individuals to save for the future.

Tobacco Duty and Minimum Excise Tax
The measure
As announced in Budget 2014, duty rates on all tobacco products will increase by 2 per cent above retail price
ideas inflation.
In addition, the government will introduce a Minimum Excise Tax to target the cheapest cigarettes. The rate will be
set at £268.63 per 1,000 cigarettes.
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The general impact of the change in excise duty rates will mean that the price of:
•• a packet of 20 cigarettes will increase by approximately 35 pence;
•• a 30g packet of hand rolling tobacco will increase by approximately 42 pence;
•• 10g weight of cigars will increase by approximately 17 pence; and
•• a 30g packet of pipe tobacco will increase by approximately 23 pence.

Who will be affected?
Manufacturers, importers, distributors and consumers of tobacco.

When?
The general rate increases will come into effect from 6pm on 8 March 2017.
The new Minimum Excise Tax will come into effect on 20 May 2017.

Our view
The general increase is in line with expectations. The minimum price of a packet of 20 cigarettes will be around £7.35,
a significant increase on the price of low cost cigarettes.

Unincorporated businesses – increase to the cash basis
threshold
The measure
The threshold for small businesses to elect for the optional cash basis of accounting will be increased from
£83,000 to £150,000 of turnover. The cash basis will cease to apply if turnover increases to more than £300,000 in
the tax year. Once this threshold is exceeded, calculations will need to be prepared based on generally accepted
accounting practice.

Who will be affected?
Sole traders and individuals in partnerships with trading income.

When?
The measure will take effect from 6 April 2017.

Our view
This increase is positive as it offers a simplified method of calculating trading profits for more unincorporated businesses.
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Employers measures
Employee benefits in kind and expenses – upcoming
consultations
The measure
The Chancellor announced that the government will publish a call for evidence to better understand the use of
income tax relief for employees’ expenses, including unreimbursed expenses.
The government confirmed its Autumn Statement 2016 announcements concerning the treatment of benefits in
kind. The government reiterated its intention to issue a call for evidence on the tax treatment of benefits in kind
and to publish a consultation paper containing proposals to bring the tax treatment of employer‑provided living
accommodation and board and lodgings up to date.

Who will be affected?
Employers and employees.

When?
The calls for evidence and consultation will be published on 20 March 2017.

Our view
A review of benefit and expense rules may allow for a simpler and more modern regime to be developed going forward.

Image rights taxation
The measure
HMRC will publish guidelines for employers who make payments for image rights to their employees to improve
the clarity of the taxation of these arrangements.
The taxation of image rights was identified by HMRC in evidence to the Public Accounts Committee (reporting on
‘Collecting tax from high net worth individuals’) as the most significant tax risk amongst footballers. The Committee
recommended that HMRC take urgent action to address the issue of image rights taxation.

Who will be affected?
This is likely to affect people in the sport and entertainment industries.
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When?
The guidelines will be published in Spring 2017.

Our view
The additional guidance will need to be considered when it becomes available but additional clarification of the rules is to be
welcomed.
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