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The Chancellor of the Exchequer, George Osborne presented his last 
budget before the General Election on 18 March 2015. We have 
summarised the main points of interest of the Budget which will be  
of relevance to our clients. This newsflash is not intended to be a full 
review of the Budget.

PERSONAL TAX AND NATIONAL INSURANCE

Personal allowances (PA) and thresholds
Despite much speculation, the personal tax allowance for 2015/16 will remain at £10,600 
as announced in the 2014 Autumn Statement. However, the Government plans to increase the 
allowance to £10,800 in 2016/17. A further increase to £11,000 is planned for 2017/18. 

Although the basic rate tax band will shrink to £31,785 in 2015/16, the Government has 
announced that it will rise in 2016/17 to £31,900 and then £32,300 in 2017/18. This will 
mean that the full benefit of the personal allowance increases in those years will be available to 
higher rate taxpayers (rather than being partially clawed back as in recent years). 

2015/16 is the first year that married couples or civil partners can transfer unused personal 
allowances between them. However, this relief is only available where both individuals are taxed 
at the basic rate (20%) and only £1,060 can be transferred - giving a maximum potential tax 
saving of £212.

The consultation on restricting the PA for Non-UK residents is still ongoing. No changes will take 
effect prior to April 2017. 

Personal savings allowance
A personal savings allowance will be introduced with effect from 6 April 2016. Up to £1,000 
of a basic rate taxpayer’s savings income, and up to £500 of a higher rate taxpayer’s savings 
income, will be exempt from income tax each year. The allowance will not be available for 
additional rate taxpayers.

Pensions

• Lifetime allowance
The lifetime allowance (LTA) is the overall maximum an individual is permitted to accumulate in all 
his or her pension pots before penal tax rates are applied. The LTA has been reduced consistently 
in recent years and will again be reduced from £1.25m to £1m from April 2016. 

The government wants to give people more choice over how they access their defined contribution 
pension. From April 2015, individuals over the age of 55 will be able to access their defined 
contribution pension as they wish at the point of retirement, subject to their marginal rate of Income 
Tax, instead of the current 55% charge for full withdrawal. These changes will be supported by 
free, impartial guidance to help people make informed and confident decisions about how they 
use their defined contribution pension savings. Taken as a whole, these changes will give savers 
much more flexibility to plan for retirement.

Remittance basis charge
No further changes announced here. Changes were announced to the tax regime for UK residents 
who are not domiciled in the UK in the Autumn statement delivered in December 2014. 

As a recap, the remittance basis charge for ‘non-doms’ that have been resident in the UK for 
more than 7 out of the last 9 tax years remains unchanged at £30,000. There is an increase in 
the remittance basis charge for those resident for 12 out of the last 14 years from £50,000 to 
£60,000, and for those resident for 17 out of the last 20 years or more the charge increases 
further from £50,000 to £90,000. These changes take effect from 6 April 2015.

In addition, the Government is consulting on whether an election to file on the remittance basis 
should be for a minimum of 3 years, rather than the current annual election. To prevent taxpayers 
manipulating the system to minimise their tax payable.

Digital Tax Accounts and the end of the tax return
HMRC has set out plans to modernise the administration of the UK tax system with the introduction 
of digital tax accounts which, in time, will remove the need for individuals and small businesses 
to submit annual tax returns. Further details on the policy and administrative changes needed to 
deliver this will be published later in 2015.

This document has been prepared as a general guide. Whilst every care has been taken in its preparation, Animo cannot 
accept any responsibility for any person relying on this publication. Professional advice should be taken before undertaking 
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Entrepreneurs’ relief changes
Two changes have been made to entrepreneurs’ relief which apply to disposals arising on or after 
18 March 2015.

• Associated disposals
Relief is available where an individual disposes of an asset held by him or herself personally and 
which is used for the purposes of the business of a company of which he or she is a shareholder, 
or of a partnership or LLP of which he or she is a partner or member. The asset disposal needs 
to be made as part of a withdrawal from participation in the business concerned. There had 
previously been no guidance on what constituted a withdrawal from the business. This change will 
ensure that relief only applies to an asset disposal if the individual also disposes of a minimum of 
5% of the company’s shares or a 5% share of assets in the partnership or LLP concerned.

The change to the associated disposal rules will ensure that entrepreneurs’ relief will only be 
available on an asset disposal where it is associated with a meaningful disposal of shares or 
partnership interest. For example, an individual holding only 5% of a company’s shares would 
need to dispose of all of those shares for the asset sale to qualify as an associated disposal. This 
will reduce the number of asset disposals qualifying for relief, but will also provide more certainty 
as to whether there has been a genuine withdrawal from the business.

• Companies with interests in joint ventures and partnerships
Entrepreneurs’ relief applies where an individual disposes of shares in a trading company or the 
holding company of a trading group, provided other conditions are met. For the purposes of 
determining whether a company is a trading company or member of a trading group, it can treat 
a proportionate share of the business of a joint venture or partnership as if it had carried this on 
itself. This attribution of business activities will no longer apply from 18 March 2015. This means 
that a company would need to have its own trade in order to be treated as a trading company.

The change to the trading company definition is intended to negate avoidance type structures 
designed to allow individuals with small indirect stakes in underlying trading businesses to qualify 
for the relief. It will also prevent shareholders in corporate partners from claiming the relief, unless 
the corporate partner also carries on its own trade. The change will, however, affect the relief 
available to all shareholders involved in joint venture type arrangements where underlying trading 
businesses are financed by two or more corporate investors, irrespective of the existence or 
absence of a tax avoidance motive.

National Insurance Contributions
The Government has confirmed that employers’ NIC will be set at nil from 6 April 2015 for 
allworkers aged under 21 who earn less than £42,385 a year/£815 per week. Employers will 
pay Class 1 NIC as usual on earnings over the new upper secondary threshold (UST). Bonus and 
overtime payments may trigger a liability as the threshold is not applied cumulatively. The reduction 
continues until the last pay day before the employee’s 21st birthday.

From 6 April 2016, Class 1 secondary contributions for apprentices under the age of 25 will also 
be abolished on earnings up to the UST.

As part of its planned reforms to tax administration, the Government will abolish Class 2 NIC in 
the next Parliament and will reform Class 4 NIC to introduce a new contributory benefit test. There 
will be a consultation on the detail and timing of these reforms later in 2015

CAPITAL GAINS TAX

Annual exemption
As announced in the 2014 Autumn Statement the annual exempt amount will be £11,100 for 
2015/16 and subsequent years. And the exemption for most trustees will remain at £5,550 for 
2015/16 and subsequent years.

Capital Gains for non residents on UK residential property
The Government have published details of the new Capital Gains Tax charge for non-UK residents 
disposing of UK residential property which takes effect from 6 April 2015. It has been confirmed 
that only the element of the gain arising after the 6 April 2015 will be subject to tax.

Non-UK resident companies will be taxed at 20% on let properties and 28% on owner occupied 
properties. However, diversely held non-UK resident companies will not be subject to this new tax 
charge.

Non resident individuals and trustees will suffer tax at 18% or 28% depending on the level of gains 
and other UK taxable income. Non resident individuals and trustees may benefit from principle 
private residence relief if they reside in the property for 90 days per tax year.
This document has been prepared as a general guide. Whilst every care has been taken in its preparation, Animo cannot 
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CORPORATE TAXES

Corporation Tax (“CT”) rates
• Main rate of CT to be reduced by a further 1% to 20% from 1 April 2015.

•  Small profits rate remains at 20% and as such there will be a single rate of CT for all companies 
in 2015, with marginal relief no longer applicable.

Annual investment allowance (“AIA”)
The AIA allows businesses to take an immediate 100% tax deduction on qualifying plant and 
machinery expenditure. For 2015, as a temporary measure, the limit of expenditure was increased 
from £25,000 to £500,000. Although no plans were announced in the Budget, in his speech the 
Chancellor indicated that in future the limit would be set at an amount higher than £25,000. The 
intention is that this will be addressed in the Autumn Statement 2015.

Capital Allowance anti-avoidance
Further measures are being introduced to prevent tax avoidance arising from disposals between 
connected parties and sale and lease back arrangements (including long funding leaseback and 
hire purchase arrangements) of plant and machinery. The effect of the measures is to prevent the 
acquiring party in these arrangements from claiming relief for any qualifying expenditure on plant 
and machinery assets.They apply where the disposing party, or a party previously or currently 
connected to the disposing party, originally acquired the asset without incurring either capital 
expenditure or qualifying revenue expenditure (QRE). QRE is revenue expenditure at an arm’s 
length price or the cost of an acquisition by a manufacturer who has incurred all the normal costs 
of manufacturing the asset. The new rules will apply to arrangements where the relevant transaction 
occurs on or after 26 February 2015.

Business rate review
As announced in the 2014 Autumn Statement, the Government is to conduct a wide-ranging 
review of business rates ‘to make them fit for purpose in a 21st century economy’. An important 
aim of the review is to make the system fairer, including levelling the playing field between online 
and more traditional property-based businesses.

Diverted profits tax
As announced in the Autumn Statement, the Chancellor has confirmed that the new diverted 
profits tax will be introduced in Finance Bill 2015, and applies from 1 April 2015. Following 
consultation, changes have been made to narrow the notification requirement and clarify rules for 
giving credit for tax paid, the operation of the conditions under which a charge can arise, specific 
exclusions and the application of the tax to companies subject to the oil and gas regime. Further 
detail will be released in the Finance Bill next week.

The new tax is intended to counter the use of aggressive tax planning techniques used by 
multinational enterprises to divert profits from the UK. The tax will be charged at a rate of 25% 
of the diverted profits relating to UK activity arising on or after 1 April 2015. The legislation is 
intended to target large multinational enterprises with business activities in the UK which enter into 
artificial arrangements to divert profits from the UK by avoiding a taxable presence, or by other 
contrived arrangements between connected entities that do not reflect the economic realities of the 
situation.

Corporation tax anti avoidance
A new measure is being introduced to counter artificial arrangements which make corporation tax 
losses easier to relieve when they are carried forward into later accounting periods. The rules will 
apply where:

• A company receives profits from which it can deduct carried forward losses;

•  It is reasonable to assume that the profit would not have arisen but for an avoidance 
arrangement;

•  The company, or a company connected with it, is entitled to bring a deductible amount into 
account as a consequence of the arrangement, and

•   There is a tax avoidance purpose involving use of both the deduction and the carried forward 
losses

This document has been prepared as a general guide. Whilst every care has been taken in its preparation, Animo cannot 
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The rules will apply to carried forward trading losses, non-trading loan relationship deficits, 
management expenses and charitable donations, as well as management expenses arising on the 
cessation of a property business. The new measure will deny relief for those losses against profits 
arising from the avoidance arrangement. The rules will apply to profits arising on or after 18 March 
2015. Companies with accounting periods straddling that date will need to allocate profits for the 
period into notional periods on a proportionate, or other just and reasonable, basis.

Country-by-country reporting
Legislation is also expected in the 2015 Finance Bill that would give the UK the power to 
implement the OECD’s recommendations on country-by-country reporting. The new rules will require 
multinational enterprises to provide high level information to HMRC on their global allocations of 
profits and taxes paid, as well as indicators of economic activity in a country.

OTHER PROPERTY TAXES

Annual Tax on Enveloped Dwellings (ATED)
No further changes announced here. Changes were announced to the tax regime for UK residents 
who are not domiciled in the UK in the Autumn statement delivered in December 2014.

As a recap, with effect from April 2013 there has been a flat rate charge on UK residential 
properties valued at over £2m and owned by non-natural persons. Charges were introduced to 
included properties valued over £1m from 1 April 2015 and over £500,000 from 1 April 2016.

The government has now increase the ATED annual charges by 50% above inflation for residential 
properties worth more than £2 million for the chargeable period 1 April 2015 to 31 March 2016.

INDIRECT TAXES
Updated VAT registration and deregistration thresholds - From 1 April 2015, the VAT registration 
threshold will be increased from £81,000 to £82,000 and the deregistration threshold from 
£79,000 to £80,000.

Input VAT deduction related to overseas branches - The Government has announced new restrictions 
on input tax recovery for partly exempt businesses with overseas branches. This change will affect 
primarily banks and other financial institutions with branch operations located outside the UK.

TAX ADMINISTRATION AND ANTI AVOIDANCE
As part of the global effort to counter tax evasion, the automatic exchange of financial information 
is to be brought into effect in the UK through the common reporting standard (CRS) regulations. 

Finance Bill 2015 will also include legislation on enhanced civil penalties for offshore tax evasion. 
What was not expected, however, was the foreshortening of the availability of the current 
partial disclosure amnesties available, the Liechtenstein Disclosure Facility (LDF) and the Crown 
Dependencies disclosure facilities, from April 2016 to the end of 2015. In their place, a new 
disclosure facility is to be brought into effect from 1 January 2016. The terms of this new disclosure 
facility are expected to be considerably less favourable than those of existing facilities. 

Serial avoiders of tax are to be hit harder, as are those who promote avoidance schemes. Penalties 
are to be applied under the terms of the general anti-abuse rule (GAAR) and an additional 21,000 
accelerated payment notices (APNs) are to be issued. The regime for disclosing tax avoidance 
schemes (DOTAS) is also to be made more robust.

Common Reporting Standard
HMRC confirmed that regulations are soon to be brought into force implementing the OECD’s 
common reporting standard (CRS), a global initiative designed to help unearth undeclared offshore 
funds.

The CRS provides a framework for the exchange of financial account information between the 
agreement’s signatories. The UK is one of 50 plus early adopters of the CRS, with the first exchange 
of information scheduled for September 2017. It is difficult to underestimate the impact of the CRS.

The information to be exchanged includes:

• Names, addresses, dates of birth and tax identification numbers

• Account numbers and account balances

• Gross interest and dividends.

• Interests in overseas trusts and other entities

This document has been prepared as a general guide. Whilst every care has been taken in its preparation, Animo cannot 
accept any responsibility for any person relying on this publication. Professional advice should be taken before undertaking 
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Financial institutions (FIs) are responsible for identifying accounts falling within the CRS’s terms, 
collating the information and passing it to their local taxation authorities to send onto the relevant 
partner jurisdictions. Reporting is based on the tax residence position of those identified as having 
a beneficial interest in a reportable account. This can include those who settled property or have 
an interest in an overseas trust.

Unlike the Inter-Governmental Agreements between the UK and the Crown Dependencies/ 
Overseas Territories, which are superseded by the terms of the CRS, there is no separate reporting 
regime for non-UK domiciled individuals.

HMRC, via its CONNECT IT system, has the ability to process and cross reference large volumes  
of data to identify cases for investigation.

If you require any further information then please  
do not hesitate to contact your usual Animo contact.
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