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The Chancellor’s first Budget of this parliament was expected to be radical. The announcements 
made yesterday were not quite as radical as might have been expected although there have 
been some fairly major changes to digest on the tax front.  
 
Included in the announcements were changes to the rules for “non-doms” and restrictions to tax 
relief on pensions for high earners as well as reductions in corporation tax rates and reliefs for 
employers. 
 
This budget was Mr Osborne at his most bullish, and as expected, it delighted his supporters and 
dismayed his opponents. There will be plenty for both sides to debate in the coming months. 
 
We have summarised the main points of interest of the Summer Budget which will be of relevance 
to our clients. This release is not intended to be a full review of the Summer Budget. 
 
 
TAX LOCK ON INCOME TAX, NATIONAL INSURANCE & VAT 
 
The much-heralded ‘tax lock’ will legislated for, such that a ceiling is set for the main rates of 
income tax, the standard and reduced rates of VAT, and employer and employee National 
Insurance rates. The intention is that these rates cannot rise above their 2015/16 level throughout 
the life of the current parliament. 
 
 
PERSONAL TAX AND NATIONAL INSURANCE 
 
Personal allowances (PA) and thresholds 
 
The PA for people born after 5 April 1949 (currently £10,600) will be increased to £11,000 for the 
2016/17 tax year. It will increase to £11,200 from 2017/18.  
 
The higher rate threshold will also increase with the basic rate limit set at £32,000 for 2016/17 and 
£32,400 for 2017/18.  
 
These increases mean that the full benefit of the PA increases in future years will be available to 
higher rate taxpayers. This is a change to previous years, when the PA increases were partially 
clawed back through adjustments to the basic rate band. Individuals earning between £43,000 
and £100,000 will benefit most from the changes. 
 
The consultation on restricting the PA for Non-UK residents is still ongoing. No changes will take 
effect prior to April 2017.  
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Dividend taxation 
 
The current system of UK dividend tax credits will be abolished from April 2016 and replaced with 
a new £5,000 dividend allowance. The new rates of tax on dividend income above the allowance 
will be 7.5% for basic rate taxpayers, 32.5% for higher rate taxpayers and 38.1% for additional rate 
tax payers. 
 
Personal savings allowance 
 
From April 2016, a new tax allowance will be given on savings income. The amount of savings 
income that will be exempt from tax will be £1,000 for basic rate taxpayers and £500 for higher rate 
taxpayers. The allowance will not be available for additional rate tax payers.  
 
It is expected that, as of April 2016, banks and building societies will no longer deduct 20% income 
tax at source from non-ISA savings accounts.  
 
Pensions – new limit on tax relief for additional rate tax payers 
 
The restriction will take effect from 6 April 2016 and will work by gradually reducing the individual’s 
annual allowance (currently £40,000). The reduction will be calculated as £1 for every £2 of income 
over £150,000, with a floor of £10,000.  
 
Individuals with an annual income of £210,000 or more will be entitled to a maximum annual 
allowance of only £10,000. Should the total of personal and employer pension contributions 
exceed this amount, a tax charge will be triggered at the individual’s marginal rate of tax. This will 
effectively claw back the tax relief that would otherwise have been received on the excessive 
pension contribution.  
 
The carry forward rules for unused annual allowances for earlier years will be ignored for the 
purpose of the new restriction (i.e. the restriction will only affect the annual allowance for a single 
year).  However if unused only the restricted annual allowance can be carried forward. 
 
There will be anti-avoidance provisions put in place to prevent artificial manipulation of the annual 
income of the individual. Please contact us for further details if you are concerned that this 
restriction will affect you. 
 
Individuals who already have pension pots in excess of £1m should take advice from an 
independent financial adviser on protecting their personal lifetime allowance limit. 
 
Domicile changes and remittance basis charge 
 
Changes were expected to the period for the election of the remittance basis charge (‘RBC’), 
from the current one-year election, to a minimum three-year period. These changes have not 
come to fruition and the Chancellor has instead taken a far more direct approach.  
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With effect from April 2017, an individual who has been tax resident in the UK for more than 15 of 
the past 20 years will be deemed UK domiciled for tax purposes. This means that the remittance 
basis of taxation will not be available to the individual from their 16th year of UK residence. 
 
They will also be deemed domiciled for inheritance tax (‘IHT’) purposes. This represents a change 
to the current position, whereby deemed domicile for IHT takes effect after 17 years of residence 
out of the last 20 years. This means that IHT will become due on worldwide personal assets.  
 
The new rules will become effective from 6 April 2017, regardless of the actual date of arrival in the 
UK. There will be no special grandfathering rules for those already in the UK. (The current rules will 
still apply for those who leave the UK before 6 April 2017 but would be deemed domiciled under 
the 15 year rule on 6 April 2017.) 
 
Once a non-UK domiciled individual has been caught by the 15 year deemed domicile rule, it will 
be necessary to remain outside of the UK for more than 5 years before the deemed domicile status 
will lapse. 
 
Once the deemed domicile period has lapsed, a non-UK domiciled individual can return to the UK 
and start a new 15 year ‘clock’ for UK tax residence purposes.  
 
Offshore trusts 
 
Non-UK domiciled individuals who set up an offshore trust before becoming deemed domiciled in 
the UK under the 15 year rule will not be taxed on trust income and gains that are retained in the 
trust. However, from April 2017, any benefits, capital or income that is received by the individual 
from said trust will be taxed in the UK on a worldwide basis. 
 
New rules for landlords 
 
Interest relief on loans 
 
For individuals who are landlords, the tax relief for interest on loans used to purchase the rental 
property will be withdrawn. It will be replaced by an income tax deduction at the basic rate 
(currently 20%) on the interest paid. 
 
This represents a major change for landlords and so the change will be phased in gradually, starting 
in 2017/18. In the transition years landlords will be able to claim: 
 

 2017/18 – 75% of the interest against rents, basic rate tax relief on 25% of the interest. 
 2018/19 – 50% of the interest against rents, basic rate tax relief on 50% of the interest. 
 2019/20 – 25% of the interest against rents, basic rate tax relief on 75% of the interest. 
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Wear & tear allowance 
 
The current fixed annual deduction in respect of fully furnished rental properties (calculated as 10% 
of rent less costs normally paid by the tenant), is being withdrawn from April 2016. For 2016/17 
onwards, landlords of fully furnished rental properties will only be able to claim a deduction for 
expenses actually incurred on soft furnishings and moveable furniture. 
 
ANNUAL TAX ON ENVELOPED DWELLINGS (ATED)  
 
There have been no significant new announcements for ATED. All properties within ATED need to 
be revalued again at 1 April 2017 (to cover the ATED returns for the 5 year periods starting on 1 
April 2018). 
 
 
INHERITANCE TAX 
 
Partial Inheritance tax exemption for the family home 
 
IHT reliefs for the passing of the family home to direct descendants have also been announced. 
The new allowance will be phased in for deaths after 6 April 2017 and starts at £100,000 for 2017/18 
and rising to £125,000 for 2018/19, £150,000 for 2019/20 and £175,000 for 2020/21. 
 
This IHT relief will be in the addition of the nil rate band, so from 6 April 2020, the total allowance 
available for an individual would be £500,000 (i.e. £325,000 plus £175,000), and £1m for many 
couples. 
 
Simplification of Inheritance tax rules for Trusts 
 
There has been an amendment to the inheritance tax rules for trusts, in particular in the use of 
multiple trusts and the related settlement provisions.  
 
When the value of property in multiple trusts is increased on the same day, new rules will aggregate 
the value of that property for the purposes of determining the rate at which inheritance tax (‘IHT’) 
is charged. This will apply to relevant property trusts created on or after 10 December 2014. If you 
have undertaken IHT planning which involves the use of multiple trusts, you should now review this 
position. 
 
 
CORPORATE TAXES 
 
Corporation Tax (“CT”) rates 
 

 Main rate of CT to be reduced to 19% from 1 April 2017 and to 18% from 1 April 2020. 
 Annual Investment Allowance (‘AIA’) to be permanently increased from £25,000 to £200,000 

for all qualifying expenditure on plant & machinery on or after 1 January 2016. 
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Loan relationships 
 
We have previously seen a simplification of the rules for late paid interest and corporation tax relief 
in recent budgets. The Summer budget has brought in further amendments to the general 
legislative framework of the loan relationship and derivative contracts tax rules. 
 
The value of loans and derivatives for the purposes of corporation tax relief will be based on the 
amounts recognised in the income statement of the statutory accounts. This represents a change 
to the current situation, which gives an opportunity to override a company’s accounting results if 
it is considered that the accounting valuation does not correspond with the valuation methods for 
tax purposes. These changes will take effect for accounting periods beginning on or after 1 January 
2016. 
 
 
EMPLOYMENT TAXES 
 
National living wage 
 
A new National Living Wage (NLW) will introduce a premium on top of the national minimum wage 
(NMW) from April 2016 for workers aged 25 and above.  The new NLW will be set at £7.20 per hour 
with the intention of increasing to over £9 per hour in 2020. 
 
National Insurance 
 
The Annual Employers Allowance for Class 1 National Insurance will be increased from £2,000 to 
£3,000, with effect from 6 April 2016. This relief will not be available to companies where the director 
is the sole employee. 
 
Review of benefits and expenses 
 
As previously announced the Government intents to carry out a review of employee benefits and 
expenses.  To that end it has published draft legislation asking for comments by 2 September 2015.  
The measures cover (i) the abolition of the £8,500 threshold for benefits in kind (ii) allowing 
employers to voluntarily report and deduct tax on benefits in kind in real time (iii) introducing an 
exemption for qualifying business expenses. 
 
 
INDIRECT TAXES 
 
Insurance Premium Tax (‘IPT’) 
 
There will be a significant increase in the IPT rate, from 6% to 9.5%. The change will be phased in 
from 1 November 2015. It is expected to have a negative impact on business profits as this is a tax 
that is ultimately paid by the entity requiring insurance. 
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OTHER TAX ANNOUNCEMENTS  
 
Direct recovery of HMRC debts from debtors bank and building society accounts 
 
Following its announcement in the 2014 Budget and a period of consultation last year. HMRC will 
soon be granted powers to collect tax debts over £1,000 directly from the bank accounts of 
debtors.  As an anti-hardship measure, HMRC must leave £5,000 across the debtors accounts after 
collecting the debt. 
 
These powers known as DRD will take effect from Royal Assent to the Summer Finance Bill and are 
expected to include VAT, Customs and Excise duty debts as well as direct taxes. 
 
Investment in HMRC Anti-Avoidance and Investigation Teams. 
 
The Government is allocating additional funds to enhance the HMRC’s focus on tacking 
avoidance and evasion. 
 
Common Reporting Standard 
 
The UK is an early adopter of the OECD’s global initiative on the automatic exchange of 
information between tax authotities known as the common resporting standard (CRS),  Under CRS 
UK financial instututions (FI’s) will have an obligation to identify accounts held by overseas residents 
and report financial and other information in respect of those acounts to the HMRC.  Similarly 
overseas FI’s will have an obligation to report inormation to their local taxation authorities about 
UK resident account holders,  Tax authorities will exchnage information on an annual basis. 
 
New disclosure facility 
 
A new disclosure facility will replace the existing voluntary disclosure facility, the Liechtenstein 
Disclosure facility (LDF) which closes for new registrations on 31 December 2015.  No detailed 
information is available in respect of the new disclosure facility with the HMRC only stating that its 
terms will not be as beneficial as the LDF and that unlike the LDF, the new facility will not provide 
immunity from prosecution. 
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