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Commentary

Twitter word cloud
The most popular phrases tweeted during Philip Hammond’s 2016 Autumn Statement speech.

Autumn Statement speech word cloud
The most popular phrases during Philip Hammond’s 2016 Autumn Statement speech.
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Business measures

Authorised investment funds – dividend distributions

The measure

Following several consultations, it was announced today that the government will modernise the corporate 
streaming rules in a way which allows exempt investors, such as pension funds, to obtain credit for tax suffered at 
the level of the authorised investment fund.  

Who will be affected?

Exempt investors such as pension funds. 

When?

Proposals will be published in draft secondary legislation in early 2017. 

Our view
The preservation of some form of corporate streaming will be welcomed by life companies writing pension business, as well as 
managers marketing such funds to these investors.

Company car tax bands and rates

The measure

The government has announced the introduction of new lower bands for the lowest emitting cars (‘ULEVs’). The 
appropriate percentages will be:

 • zero emission cars: 2%;

 • cars with CO2 emissions between 1g/km and 50g/km: range from 2-14%, depending on the number of zero-
emission miles the vehicle can travel.

The measure also increases appropriate percentages by 1% to a maximum value of 37% for cars with CO2 
emissions of 90g/km and above.

Who will be affected?

Employers and individuals participating in company car schemes.

When?

The measure will take effect from April 2020.

Our view
The announcement regarding the carve out for ULEVs from the wider salary sacrifice reform is welcome. From 2020, the tax 
incentives for selecting this type of vehicle increase.
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Hidden economy

The measure

HMRC’s data-gathering powers will be extended to include money service businesses in order to help identify 
those operating in the hidden economy.

Following consultation, the government will consider the case for making access to licences or services for 
businesses conditional on them being registered for tax.

Who will be affected?

Entities that provide money transmission, cheque cashing or currency exchange services, and those who use 
them.

When?

The Exchequer impact of the extended data gathering powers comes in from 2018-19. Further details will be set 
out in Budget 2017.

Our view
This is an extension of the powers to gather data from online market places and electronic payment providers that were 
announced in Budget 2016.

The extended data collection powers will increase the compliance burden for money service businesses.

Hybrid mismatch arrangements

The measure

The government is issuing a technical note in relation to legislation that was passed as part of the Finance Act 
2016, concerning the new hybrid mismatch regime. 

Following consultation with stakeholders, it was agreed that further technical modifications were required in 
two areas of the legislation. These were with regard to financial sector timing claims and the rules concerning 
deductions for amortisation. 

The technical note will set out the detail of the changes required and will be published on 5 December 2016. 
Corresponding legislation will be introduced in Finance Bill 2017.

Who will be affected?

Companies with structures involving hybrid mismatch arrangements.

When?

The changes will take effect from 1 January 2017.

Our view
The hybrid mismatch legislation is new and so technical modifications are not unexpected.

03

See both sides  | Deloitte’s coverage of Autumn Statement 2016



Interest deductibility

The measure

The government has confirmed its previously stated intention to introduce rules limiting the tax deductions 
that large groups can claim for their UK interest expense. This represents the UK implementation of the 
recommendations in Action 4 of the OECD’s Base Erosion and Profit Shifting project.

The proposal is that interest deductions will be restricted where a group has net interest expense of more than £2 
million per annum in the UK and net interest expense in the UK exceed 30% of UK tax EBITDA. This is subject to a 
further test of whether the group’s net interest to earnings ratio in the UK exceeds that of the worldwide group.

The government has indicated the proposals will protect investment in public benefit infrastructure, and that 
banking and insurance groups will be subject to the rules in the same way as groups in other industry sectors.

Further details including draft legislation are expected to follow on 5 December 2016.

Who will be affected?

The measure is aimed at large corporate groups.  It could impact UK parented multinationals and foreign parented 
multinationals, if in either case they bear significant net interest expenses in the UK.

When?

The rules will take effect in April 2017.

Our view
The intention to enact these rules was previously announced and a consultation process has been undertaken concerning the 
detailed design of the rules. The commencement date of April 2017 is in line with previous statements and so is not a surprise, 
notwithstanding that some representations during the consultation process requested a deferral.

Museums and galleries tax relief

The measure

Following consultation, the proposed museums and galleries tax relief will be extended to permanent exhibitions, 
but qualifying expenditure will be capped at £500,000 per exhibition.

The new relief will follow the same model as the existing creative industries tax reliefs but will include a sunset 
clause meaning that it will expire in April 2022 if not renewed.

The rate of relief will be set at 25% of qualifying expenditure for touring exhibitions and 20% for non-touring 
exhibitions – the same rates as theatre tax relief.

Who will be affected?

The relief is expected to apply to museums and galleries that are subject to corporation tax and operating on a 
not-for-profit basis, including trading subsidiaries of charitable museums.

When?

The measure will take effect from 1 April 2017.
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Our view
Museums and galleries will welcome the extension to permanent exhibitions in response to industry comments that the original 
proposal to restrict the relief to temporary and touring exhibitions would disadvantage many smaller museums and galleries, 
which do not have temporary exhibition spaces or regularly changing exhibitions.

Less welcome will be the £500,000 cap on qualifying expenditure per exhibition, especially for larger national museums and 
galleries.

The National Museum Directors’ Council estimates that the extension to permanent exhibitions would provide additional tax 
relief of around £3.5m per annum. The cap has been introduced to offset this additional cost, keeping the forecast total cost at 
£30m per annum.

More detail on the proposed relief is expected to be published in the Finance Bill on 5 December. It is likely that the definition of 
‘exhibition’ will need to be more specific than the proposed definition in the consultation document in light of the cap on 
qualifying expenditure.

The museums and galleries tax relief is the latest in a long list of tax reliefs introduced in recent years to support the creative 
industries, including film, high-end television, animation, video games, children’s TV, theatres and orchestras. 

Non-resident landlords and other foreign companies: 
consultation

The measure

The government has announced a consultation on potential changes to the taxation of non-resident landlords 
and other foreign companies with UK income. Currently, non-resident companies with a UK trading business are 
subject to corporation tax; those without a UK trade may be liable to income tax on income from UK sources, such 
as UK rental income, interest and royalties.

The consultation will consider options to apply corporation tax rules to all UK income received by these companies, 
including the new limits on interest deductibility and restriction on the use of losses.

Who will be affected?

Non-resident companies with UK source income.

When?

The government will consult at Budget 2017.

Our view
Details have yet to be announced, however, one potential outcome may be that non-resident landlords could be subjected to a 
lower rate of tax (as the rate of corporation tax falls below the rate of income tax), but with reduced ability to deduct, for example, 
interest costs or brought-forward losses.
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Oil and gas

The measure

The government has announced two simplifications to the petroleum revenue tax (‘PRT’) regime.

The first is to streamline the process through which companies can opt out of the regime if they have never paid the 
tax and the second is to remove certain reporting requirements for those companies which remain inside the regime.

Who will be affected?

PRT is only applicable to companies that have interests in UK oil and gas fields which received development 
consent prior to 16 March 1993.

When?

The simplifications are effective immediately (from 23 November 2016) with retrospective enabling legislation 
expected in Finance Bill 2017.

Our view
There are approximately 100 oil and gas fields which are potentially subject to PRT but, following the permanent reduction of PRT 
to 0% at Budget 2016, most of these will never actually pay the tax. Today’s simplifications will be welcomed by the industry, 
releasing them from onerous filing requirements at a time when resources are already squeezed.

Patent box rules

The measure

The government has been working to incorporate the changes resulting from the OECD’s work on Base Erosion 
and Profit Shifting 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 of 1 July 2016, when the current patent box regime closed to new entrants. 
Grandfathering provisions are available until 30 June 2021. 

The government confirmed today that it will bring in specific provisions as part of Finance Bill 2017 to cover how 
these changes will apply to companies within a cost sharing arrangement.

Who will be affected?

Companies within a cost sharing arrangement who are expecting to make a claim under the new nexus provisions 
for the UK patent box. The government’s intention is to ensure that companies within a cost sharing arrangement 
are neither advantaged nor disadvantaged under the nexus regime. 

When?

Although the nexus regime came into force from 1 July 2016, the changes specifically covering cost sharing 
arrangements will only come into effect for accounting periods commencing on or after 1 April 2017.

Our view
These changes were signaled at the release of the nexus provisions (in Finance Bill 2016), and are welcomed. Those companies in 
cost sharing arrangements should carefully review the new rules when they are released on 5 December 2016. It is expected that 
there will be a limited window of opportunity to comment on the draft legislation.
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PAYE settlement agreements

The measure

The government has confirmed that following consultation it will legislate in Finance Bill 2017 to streamline the 
process for applying for and agreeing PAYE Settlement Agreements (‘PSAs’). Measures consulted on included:

 • removing the requirement for an upfront agreement and instead letting employers assess whether items are 
eligible by reference to the legislative rules and guidance.

 • digitising the PSA return.

 • aligning the PSA payment deadline to the Class 1A deadline of 19 July.

 • redefining the criteria for including items on PSAs.

We will not know how far any of these measures will be adopted or the precise details until the summary of 
consultation responses and draft legislation are published next month. PSAs are voluntary agreements that 
currently allow employers to settle the tax and National Insurance on benefits that are ‘minor, irregular or 
impracticable to report via payroll’.

Who will be affected?

This measure will affect all employers who currently, or in the future, wish to settle the tax and National Insurance 
on particular taxable expenses and benefits on behalf of their employees.  

When?

The new process will apply to agreements for the 2018/19 tax year and subsequent years.

Our view
Removing the need for upfront agreements is a bold move that should reduce administration for employers, but it may also 
require a more critical up-front process to assess what may and may not be included. Employers may feel more at risk with a 
‘self-certification’ process, but more details of the framework may provide reassurance when released.

Performance fees – offshore funds

The measure

UK taxpayers invested in offshore reporting funds pay tax on their share of a fund’s reportable income, and capital 
gains tax on any gain on disposal of their shares or units. The government will legislate to ensure that performance 
fees incurred by such funds, and which are calculated by reference to any increase in the fund’s value, are not 
deductible against reportable income and instead reduce any tax payable on disposal gains.

Who will be affected?

Offshore funds and those invested in them.

When?

The changes will be introduced in April 2017.
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Our view
This change will give a parity of treatment in the calculation of annual taxable income for onshore and offshore funds. Offshore 
funds with performance fees (particularly hedge funds) should consider how this change may impact the annual taxation of 
investors, particularly given the increased risk of a tax charge (before realisation of the investment) in respect of annual income.

Research and development funding and incentives

The measure

The government has committed to an investment of an additional £4.7 billion over the next four years in Research 
and Development (‘R&D’) funding, which it recognises as being a key driver of economic growth. The aim of the 
increased investment is to enhance productivity which is recognised as being weak in the UK compared to other 
countries such as Germany, France and Italy, which were specifically mentioned in the Chancellor’s speech.

The government will introduce two new funds: the ‘Industrial Strategy Challenge Fund’ and ‘Innovation, applied 
science and research’, both to be predominantly led and managed by Innovate UK. This funding will enable the UK 
to retain its position as a global leader in the fields of science and technology, with particular focus on key areas 
such as blockchain and artificial intelligence. There will also be increased investment and guidance for FinTech, for 
which the UK is already recognised as a global leader, and which supports the government’s ambitions to maintain 
and build on its capabilities across industries.

A review of R&D tax incentives will be conducted by the government to build on the success of the Research and 
Development Expenditure Credit (‘RDEC’), with more details on the review expected in the new year.

In addition, investment is planned for innovative start-up business through venture capital funds, to encourage 
such companies to thrive without the need for acquisitions by larger enterprises.

Who will be affected?

The changes will affect all companies who are, or are intending to begin, carrying out R&D activities, particularly 
those seeking future assistance for funding.

When?

The funding will become available from the 2017-18 tax year, with an additional £425m of funding, rising each year 
to an additional £2 billion in 2020-21.

Our view
Overall, we welcome the key aim of ensuring that the next generation of discoveries is made, developed and commercialised in 
the UK. In particular we welcome the increased investment into innovation in the UK which is important to address the 
uncertainty around sources of such funds following the UK’s exit from the EU.

The announcement of a review into further enhancing the R&D tax incentives will be well received by all companies investing in 
R&D. We note that whilst it is good to build on the success of the RDEC, there is a need to balance any enhancements with the 
simplicity of the R&D regimes to ensure that smaller companies can continue to claim for the incentives to which they are entitled. 
Simplified guidance on the R&D tax regime has been released today, and we look forward to HMRC continuing with this approach.
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Substantial shareholding exemption reform

The measure

Following consultation, the government will make changes to simplify the Substantial Shareholding Exemption 
(‘SSE’) rules. This will remove the investing requirement within the SSE and provide a more comprehensive 
exemption for companies owned by qualifying institutional investors.

Who will be affected?

Companies making share disposals.

When?

The changes will take effect from April 2017.

Our view
We welcome the simplification of the SSE and look forward to detailed legislation being released in due course. 

The new budget timetable

The measure

The Chancellor announced that the government will move to a single major fiscal event each year, held in the 
autumn.

Who will be affected?

The new timetable will affect everyone.

When?

In 2017 there will be two budgets, the Spring Budget will be held as normal. The new Autumn Budget will follow to 
switch to the new timetable. As of 2018, there will be a single budget held in the autumn.

The government will still need to hold a Spring Statement to respond to the The Office for Budget Responsibility’s 
forecasts. The first Spring Statement will be in 2018.

Finance Bills will be introduced following the budget. The aim, under the new timetable, will be for the bills to 
receive Royal Assent before the start of the tax year.

Our view
We welcome the commitment to have one single fiscal major event, and to enact legislation prior to the commencement of the tax 
year to which it relates. This should help resolve some of the uncertainty caused by the frequency of changing legislation for UK 
taxpayers.     
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Indirect tax measures

Freeplays in remote gaming duty

The measure

Following consultation announced in the 2016 Budget, the government is to legislate in Finance Bill 2017 to bring 
the tax treatment of freeplays for remote gaming (such as online casinos) more in line with the treatment for free 
bets under general betting duty.

Who will be affected?

Businesses and customers in the betting and gaming industry.

When?

The changes will take effect for accounting periods beginning on or after 1 August 2017.

Our view
Applying tax to freeplays for online casinos is not a surprise, as it was previously announced in Budget 2016 and follows consultation. 
The government’s intention is to simply level the playing field by applying the same treatment for free bets on sports betting to online 
gaming. However, based on draft legislation that was disclosed in the HMRC consultation, the online gaming industry may be concerned 
that the impact goes further than intended and leaves them worse off than if the players had simply paid for the game in the first place.

According to previous Treasury announcements, this change will provide £90 million additional tax in 2018/19 rising to £110 million 
in 2021.

Free games are a valuable and widespread marketing tool. It will be interesting to see whether the change in tax treatment affects 
the focus of marketing activity.

Fuel duty

The measure

The fuel duty rate will remain frozen for the seventh successive year.

Who will be affected?

Businesses producing and importing, and consumers of, hydrocarbon oils fuel products.

When?

With immediate effect.

Our view
The continued freeze in fuel duty prices will bring estimated savings of £130 a year for car users and £350 a year for van users 
compared to what they would have paid under the pre-2010 escalator. This will allow households and businesses to maintain 
vehicle running costs at lower levels.
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Insurance premium tax – increase to the standard rate

The measure

The standard rate of Insurance Premium Tax (‘IPT’) will be increased from 10% to 12%.

Who will be affected?

The standard rate of IPT applies to insurance premiums paid by individuals who have, for example, motor, home 
and contents insurance. It is also paid by most businesses on their corporate insurance premiums. The increase in 
IPT is likely to fall on policyholders, rather than insurance companies.

When?

The increase in the standard rate of IPT is with effect from 1 June 2017.  If this latest IPT increase is introduced in 
the same way as the most recent increase, then it will apply to premiums treated as received on or after 1 June 
2017, except where insurers operate a special accounting scheme. All premiums will probably be subject to the 
new rate by the end of 2017, regardless of when the contract was entered into.

Our view
This is the third increase in IPT in recent years and is expected to raise approximately £840m per annum. Previously, IPT was 
increased from 3.5% to 9.5% in November 2015, before rising to 10% in October 2016. The Chancellor’s observation that IPT 
remains relatively low compared to other European countries perhaps means that future increases cannot be ruled out.

Penalty for participating in VAT fraud

The measure

As announced at Budget 2016 and following consultation, the government is to introduce a new penalty for 
participating in VAT fraud.  The fixed rate 30% penalty will be introduced for businesses who knew, or should have 
known, that their transactions were connected with VAT fraud.

Who will be affected?

The new penalty will affect businesses and company officers who knew, or should have known, that their 
transactions were connected with VAT fraud.  Principally, but not exclusively, this will increase the application of 
penalties to businesses who are involved in orchestrated and/or Missing Trader Intra-Community (‘MTIC’) fraud.

When?

The new rules will come into effect following Royal Assent of the Finance Bill 2017.

Our view
Under current rules, HMRC may seek civil penalties depending on whether an error is careless or deliberate. However, the current 
regime does not provide a distinction between these types of behaviour and instances where a trader knew, or should have 
known, that transactions were connected with VAT fraud.
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Power to examine and take account of goods

The measure

The government will introduce legislation in Finance Bill 2017 to extend the current customs and excise powers of 
inspection. This will amend the Customs and Excise Management Act 1979 and enable officers to examine goods 
away from approved premises such as airports and ports, to search goods liable for forfeiture, and open or unpack 
any container.

Who will be affected?

Importers and exporters of goods.

When?

The extended powers will take effect from Royal Assent of the Finance Bill 2017.

Our view
Modernisation of customs and excise legislation is welcome and allows for HMRC to be more flexible in its approach to control 
measures applied to importers and exporters.

Soft drinks industry levy

The measure

As announced in the 2016 Budget, the government is to introduce a new soft drinks industry levy to be paid by 
producers and importers of soft drinks that contain added sugar. A consultation was held on how the levy is to be 
designed and implemented, which closed on 13 October 2016.

The government today announced it will publish draft legislation for the soft drinks industry levy on 5 December 
2016.

Who will be affected?

The measure will affect all businesses in the soft drinks industry from manufacturers through to distributors and 
retailers. There will be an exclusion for small operators.

The levy is expected to raise £520 million in the first year, with revenues decreasing over time as producers and 
consumers shift their behaviour. The government has said that it will invest the revenue during this parliament 
in giving school-aged children “a brighter and healthier future”, including programmes to reduce obesity and 
encourage physical activity and balanced diets. 

When?

The levy will apply from 1 April 2018. 

Our view
This announcement is confirmation that the levy will be included in the Finance Bill 2017.
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The new budget timetable

The measure

The Chancellor announced that the government will move to a single major fiscal event each year, held in the 
autumn.

Who will be affected?

The new timetable will affect everyone.

When?

In 2017 there will be two budgets, the Spring Budget will be held as normal. The new Autumn Budget will follow to 
switch to the new timetable. As of 2018, there will be a single budget held in the autumn.

The government will still need to hold a Spring Statement to respond to the The Office for Budget Responsibility’s 
forecasts. The first Spring Statement will be in 2018.

Finance Bills will be introduced following the budget. The aim, under the new timetable, will be for the bills to 
receive Royal Assent before the start of the tax year.

Our view
We welcome the commitment to have one single fiscal major event, and to enact legislation prior to the commencement of the tax 
year to which it relates. This should help resolve some of the uncertainty caused by the frequency of changing legislation for UK 
taxpayers.

VAT avoidance disclosure regime updated

The measure

Legislation will be introduced in the Finance Bill 2017 to strengthen the VAT Avoidance Disclosure Regime 
(‘VADR’).  The regime will be extended to cover all indirect taxes, and promoters of avoidance schemes will become 
primarily responsible for disclosing them to HMRC.

Who will be affected?

The changes will affect advisers who promote indirect tax avoidance schemes, as well as those who use such 
schemes.

When?

The new rules will come into effect on 1 September 2017. 

Our view
This announcement follows a recent consultation on strengthening the VADR.  The consultation document noted that VADR 
disclosures had reduced dramatically, and that HMRC were aware of avoidance of gambling duties, insurance premium tax, 
environmental taxes, and customs and excise duty that were not covered by VADR. The new rules will therefore help to ensure 
that HMRC become aware of the extent of any avoidance in these areas.
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VAT Flat Rate Scheme – tackling abuse

The measure

The government will introduce a new 16.5% rate from 1 April 2017 for businesses with limited costs that operate 
within the VAT Flat Rate Scheme.

Who will be affected?

The VAT Flat Rate Scheme is a simplified accounting scheme for small businesses with taxable turnover less than 
£150,000 per annum. When in the scheme, businesses determine which flat rate to use by reference to their trade 
sector.

From 1 April 2017, businesses in the scheme will have to determine whether they meet the definition of a limited 
cost trader. A limited cost trader will be defined as one whose VAT inclusive expenditure on goods is either:

 • less than 2% of their VAT inclusive turnover in a prescribed accounting period; or

 • greater than 2% of their VAT inclusive turnover, but less than £1,000 per annum if the prescribed accounting 
period is one year.

Goods for the purposes of this measure excludes capital expenditure, food and drink for employees, vehicles, 
vehicle parts, and fuel.

When?

From 1 April 2017.

Our view
This measure should counter perceived abuse of the VAT Flat Rate Scheme, whilst maintaining the accounting simplification for 
small businesses that use the scheme as intended.

However, there are businesses within the flat rate scheme who do not fall within this category of perceived abuse but who will, as 
a result of this measure, be subject to an increased rate of VAT.

VAT grouping consultation and the Retail Export Scheme

The measure

The government will consult on VAT grouping, and provide funding with a view to digitising fully the Retail Export 
Scheme in order to reduce the administrative burden to claimants.

Who will be affected?

In respect of the VAT grouping consultation, this will affect many businesses in the UK already part of, or 
prospectively considering entering into, a VAT group.

In respect of the Retail Export Scheme, this will affect both retailers, and non-EU travellers to the UK who purchase 
goods and take them back to their home country.

When?

With immediate effect.

14

See both sides  | Deloitte’s coverage of Autumn Statement 2016



Our view
The consultation on VAT grouping is a welcome measure and one that was expected given recent litigation. Hopefully it will 
provide clearer guidance for businesses already part of, or considering entering into, a VAT group. This includes providing clarity 
on the eligibility criteria of the UK VAT grouping provisions.

Digitisation of the Retail Export Scheme is also a welcome measure and should make it easier for travellers buying goods in the UK 
to reclaim the VAT incurred on purchases.

VAT simplification

The measure

The government has asked the Office of Tax Simplification (‘OTS’) to carry out a review on aspects of the VAT 
system.

The OTS has stated that terms of reference will be published shortly, and that they are interested in hearing from 
“business, advisers and others who deal with VAT about the issues they find most complex and any ideas they 
might have to simplify the system”.

Who will be affected?

Depending upon the outcomes, the review could have a wide impact.

When?

There is no timeframe indicated.

Our view
Any simplification of the VAT system should be a positive development, but it is too early to tell what impact this review could 
have.
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Individuals measures

Changes to the taxation of non-UK domiciled individuals

The measure

It was announced in the Summer Budget 2015, that the tax benefits currently afforded to individuals who are not 
domiciled in the UK will be curtailed. 

From 6 April 2017, individuals who have been resident in the UK for at least 15 out of the previous 20 tax years, 
or who were born in the UK with a UK domicile of origin, will be ‘deemed domiciled’ in the UK. Certain reliefs and 
protections will be afforded, including – subject to conditions – the automatic rebasing of non-UK assets for capital 
gains tax purposes, and through the use of non-UK trusts. 
 
With a view to increasing investment in the UK, the government has also been consulting on changes to business 
investment relief. This relief permits non-UK domiciled individuals to invest in certain qualifying UK businesses, 
without giving rise to a remittance. 
 
The Autumn Statement provided no further information on the final form of the new rules, but does confirm that 
they will apply from 6 April 2017. The final details are expected to be confirmed in the draft Finance Bill 2017 on 5 
December 2017.

Who will be affected?

Non-UK domiciled individuals who, at 6 April 2017, will have been resident in the UK in more than 15 of the 
previous 20 tax years.

When?

The proposed changes will take effect from 6 April 2017.

Our view
The expected protection afforded by offshore trusts, as well as the proposed rebasing provisions, will be welcomed by long-term 
non-UK domiciled individuals affected by the April 2017 changes. In addition, the proposed changes to business investment relief 
are likely to attract further investment into UK businesses. 

Company car tax bands and rates

The measure

The government has announced the introduction of new lower bands for the lowest emitting cars (‘ULEVs’). The 
appropriate percentages will be:

 • zero emission cars: 2%;

 • cars with CO2 emissions between 1g/km and 50g/km: range from 2-14%, depending on the number of zero-
emission miles the vehicle can travel.

The measure also increases appropriate percentages by 1% to a maximum value of 37% for cars with CO2 
emissions of 90g/km and above.
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Who will be affected?

Employers and individuals participating in company car schemes.

When?

The measure will take effect from April 2020.

Our view
The announcement regarding the carve out for ULEVs from the wider salary sacrifice reform is welcome. From 2020, the tax 
incentives for selecting this type of vehicle increase.

Disguised remuneration

The measure

At Budget 2016, the government announced changes to extend the ‘disguised remuneration’ rules that apply to 
employers and employees to tackle perceived tax avoidance.

Following consultation this autumn, the government today stated that it will restrict tax relief for employer’s 
contributions to disguised remuneration arrangements unless tax and National Insurance is paid within a certain 
period (although this period has not been specified). As discussed in the consultation, it will also seek to extend 
these rules to the self-employed.

Who will be affected?

These changes have the potential to affect remuneration arrangements for employees, employers and the self-
employed.

When?

Assuming these changes will follow the proposals as set out in the consultation process, they are expected to 
apply from 6 April 2017.

Our view
With little detail provided as to whether the proposals will follow those originally set out as part of the consultation process, it is 
difficult to assess the impact on businesses and individuals. 

Employee shareholder status

The measure

The government has announced its intention to abolish the ‘Employee Shareholder Status’ (ESS). This arrangement 
was introduced in September 2013 and allowed employers to offer tax efficient shares in return for employees 
giving up some of their employment rights.

The arrangement originally allowed employees to receive shares worth between £2,000 and £50,000, with the first 
£2,000 of shares being exempt from income tax and NIC. Any growth in value on these ESS shares would then be 
completely exempt from capital gains tax. In Budget 2016, the government limited the tax advantages so that only 
the first £100,000 of gains would be exempt from capital gains tax.
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When introducing ESS, the government’s objective was to stimulate a more flexible workforce. The government 
has now indicated that this objective was not being achieved; rather ESS was being used primarily for tax planning 
arrangements. The government has therefore now confirmed that the tax advantages associated with ESS will be 
abolished for all ESS arrangements entered into on or after 1 December 2016.

Who will be affected?

The measure will be relevant to those, predominantly unlisted, companies who may have otherwise been thinking 
about offering ESS shares to their employees.

When?

The tax advantages associated with ESS will be abolished for all ESS arrangements entered into on or after  
1 December 2016.

Our view
The proposal is clear that the tax reliefs are only being abolished for new arrangements. This should be welcome news for those 
employers and employees who have already entered into ESS arrangements.

New savings bond

The measure

The government announced today its intention to offer a new three year savings bond. It is expected that the bond 
will yield a gross return of 2.2%, although this may be adjusted before launch in spring 2017. The bond will be open 
to investors aged 16 and over and investors will be able to invest between £100 and £3,000. The product will be 
available for 12 months from spring 2017

It was announced that the 0% savings rate band, which came into effect on 6 April 2016, will remain at £5,000 in 
2017/18.

The government also reconfirmed its commitment to increase the ISA limit from £15,240 to £20,000 in April 2017.

Who will be affected?

Savers.

When?

It is expected that the new savings bond will be introduced in spring 2017.

Our view
The introduction of the new National Savings Investment bond, which has been described as ‘market leading’ by the government, 
will be welcomed by investors.
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Money purchase annual allowance

The measure

The money purchase annual allowance will be reduced from £10,000 to £4,000. Contributions above the annual 
allowance to a money purchase (defined contribution) scheme will attract a tax charge at the individual’s highest 
marginal rate. The government estimates the yield from this restriction will be £70m in 2017/18, rising to £75m in 
2021/22. 

Who will be affected?

Individuals who enter into flexible access arrangements to draw funds from their pension savings who continue to 
make contributions to affected pension schemes.  

When?

The measure will take effect from April 2017.

Our view
The government’s intention is to allow pension savers to access savings while preventing double pension relief, but will also 
introduce additional complexity. We await the further details to be provided in the government’s consultation.

National Insurance contributions: abolition of Class 2

The measure

As announced at Budget 2016, Class 2 National Insurance contributions (‘NICs’) will be abolished from April 2018.  

The Autumn Statement confirms that, following the abolition of Class 2 NICs, self-employed contributory benefit 
entitlement will be accessed through payment of Class 3 and Class 4 NICs.

All self-employed women will continue to be able to access the standard rate of Maternity Allowance.  Self-
employed people with profits below the small profits limit will be able to access contributory employment and 
support allowance through payment of Class 3 NICs. There will be provision to support self-employed individuals 
with low profits during the transition.

Who will be affected?

This measure will affect self-employed individuals who currently pay both Class 2 and 4 NICs. Individuals working 
abroad who currently pay Class 2 NICs as a voluntary contribution and employers who pay voluntary Class 2 NICs 
on their employees’ behalf will also be affected.

When?

This measure will be implemented from April 2018.
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Our view
This measure is generally welcomed as it should simplify the administrative arrangements for payment of NICs by self-employed 
individuals.  

Self-employed individuals will also welcome entitlement to accrue social security benefit through payment of Class 4 NICs alone.  

However, self-employed individuals with profits below the small profits limit will be required to pay Class 3 NICs in order to accrue 
contributory employment and support allowance benefit entitlement, which will be an increased cost.

Individuals working abroad who currently pay Class 2 NICs as a voluntary contribution will be interested to know the potential 
cost and impact on their social security benefits coverage, if they will only have the option to pay Class 3 voluntary contributions 
going forward. 

Offshore tax evasion

The measure

The government will consult on a new legal requirement for intermediaries arranging complex structures for 
clients holding money offshore, to notify the structures and related client lists.

Following a consultation over the summer, the Chancellor also confirmed HMRC will move ahead with a statutory 
requirement for taxpayers to correct past failures to pay UK tax on offshore interests.

Who will be affected?

Taxpayers with offshore structures and intermediaries who advise them.

When?

The consultation document on the new legal requirement to notify HMRC of complex offshore structures is yet to 
be released.

The requirement to correct past failures is expected to be in force from April 2017 for tax years up to and including 
2015/16.

Our view
These measures are part of the government’s wider moves to combat offshore tax evasion, as well as HMRC’s desire to obtain 
more information and transparency over taxpayer’s affairs in real time.

Performance fees – offshore funds

The measure

UK taxpayers invested in offshore reporting funds pay tax on their share of a fund’s reportable income, and capital 
gains tax on any gain on disposal of their shares or units. The government will legislate to ensure that performance 
fees incurred by such funds, and which are calculated by reference to any increase in the fund’s value, are not 
deductible against reportable income and instead reduce any tax payable on disposal gains.

Who will be affected?

Offshore funds and those invested in them.
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When?

The changes will be introduced in April 2017.

Our view
This change will give a parity of treatment in the calculation of annual taxable income for onshore and offshore funds. Offshore 
funds with performance fees (particularly hedge funds) should consider how this change may impact the annual taxation of 
investors, particularly given the increased risk of a tax charge (before realisation of the investment) in respect of annual income.

Salary sacrifice for the provision of benefits in kind

The measure

Following consultation, the government has confirmed that it will be changing the rules for valuing employee 
benefits provided in conjunction with salary sacrifice or in circumstances where an employee could choose a cash 
alternative.  The taxable value will be the higher of:

 • the existing tax value; and

 • the cash alternative or salary foregone.

The government previously confirmed that these changes will not apply to employer pension contributions, 
employer provided pensions advice, employer provided childcare and cycle to work. It has now been announced 
that the new rules will also not apply to ultra low emission vehicles. 

Grandfathering rules will ensure that ‘arrangements’ in place before April 2017 will be protected until April 
2018.  Arrangements in place for cars, accommodation and school fees are protected until 2021.

Who will be affected?

This measure will apply to employers who provide benefits to their employees in conjunction with salary sacrifice 
or flexible benefits schemes. The impact will depend on the benefits provided. It will be greater on benefits 
with low statutory values, such as employer provided accommodation, and on benefits currently covered by 
exemptions, such as workplace gyms or parking.

When?

The new rules will take effect from 6 April 2017.

Our view
The majority of flexible benefit schemes provide only a handful of tax advantaged benefits. These are most typically: death in 
service benefits; health screening; workplace gyms; work related training; mobile phones; and low CO2 cars.  One of the reasons 
for the change was the perceived tax cost of salary sacrifice schemes; however the measures are only anticipated to raise £85 
million in 2017/18 and £235 million per annum thereafter.

Employees who have been delaying making benefit selections or signing up to company cars since the consultation was launched 
will still need to know what it means to have ‘arrangements’ in place by April 2017 to be certain of the tax treatment.  

Additional time to allow employers to amend their reward policies and systems and explain the changes to their employees would 
be welcome. 
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Tax treatment of foreign pensions

The measure

The government has announced a number of changes to the tax treatment of non-UK pensions. These are:

 • Alignment of the taxation of foreign pensions and lump sums paid to the UK more closely to the regime for taxing 
UK pensions and lump sums;

 • extending the look back period for individuals with UK tax relieved funds in their non-UK pensions from five to 
ten years after they cease to be tax resident in the UK;

 • updating the conditions that foreign pension schemes must meet to get UK tax relief on contributions and 
transfers by removing the requirement for 70% of transferred funds to be used to provide the member with an 
income for life;

 • closing certain specialist pension schemes (known as ‘section 615 schemes’) to new saving for those employed 
abroad;

 • aligning the tax treatment of funds transferred to registered pension schemes.

Who will be affected?

Individuals who are members of affected pension schemes and their employers.

When?

The measures will start to take effect from 6 April 2017.

Our view
Individuals and employers will be interested in further details regarding these measures when they become available.

Valuation of benefits in kind and employee business 
expenses

The measure

The government has announced a consultation on employer-provided living accommodation, following the call for 
evidence earlier this year. Separately further calls for evidence will be published at Budget 2017 concerning:

 • the valuation of all other benefits in kind; and

 • income tax relief for employees’ business expenses, including unreimbursed and employer reimbursed 
expenses.

The government has also announced from April 2017 employees called to give evidence in court will no longer 
suffer tax on legal support provided by their employer.

Who will be affected?

Employers and individuals who receive benefits in kind, including legal support, or incur business expenses.
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When?

The removal of the tax charge from legal support will take effect from April 2017. The calls for evidence will be 
published at Budget 2017.

Our view
The abolition of the tax charge on employer provided legal support is welcome. A review of particular benefit rules such as 
employer provided accommodation may allow for a simpler and more modern regime to be developed going forward.

The new budget timetable

The measure

The Chancellor announced that the government will move to a single major fiscal event each year, held in the 
autumn.

Who will be affected?

The new timetable will affect everyone.

When?

In 2017 there will be two budgets, the Spring Budget will be held as normal. The new Autumn Budget will follow to 
switch to the new timetable. As of 2018, there will be a single budget held in the autumn.

The government will still need to hold a Spring Statement to respond to the The Office for Budget Responsibility’s 
forecasts. The first Spring Statement will be in 2018.

Finance Bills will be introduced following the budget. The aim, under the new timetable, will be for the bills to 
receive Royal Assent before the start of the tax year.

Our view
We welcome the commitment to have one single fiscal major event, and to enact legislation prior to the commencement of the tax 
year to which it relates. This should help resolve some of the uncertainty caused by the frequency of changing legislation for UK 
taxpayers.   
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Employers measures

Company car tax bands and rates

The measure

The government has announced the introduction of new lower bands for the lowest emitting cars (‘ULEVs’). The 
appropriate percentages will be:

 • zero emission cars: 2%;

 • cars with CO2 emissions between 1g/km and 50g/km: range from 2-14%, depending on the number of zero-
emission miles the vehicle can travel.

The measure also increases appropriate percentages by 1% to a maximum value of 37% for cars with CO2 
emissions of 90g/km and above.

Who will be affected?

Employers and individuals participating in company car schemes.

When?

The measure will take effect from April 2020.

Our view
The announcement regarding the carve out for ULEVs from the wider salary sacrifice reform is welcome. From 2020, the tax 
incentives for selecting this type of vehicle increase.

Employee shareholder status

The measure

The government has announced its intention to abolish the ‘Employee Shareholder Status’ (ESS). This arrangement 
was introduced in September 2013 and allowed employers to offer tax efficient shares in return for employees 
giving up some of their employment rights.

The arrangement originally allowed employees to receive shares worth between £2,000 and £50,000, with the first 
£2,000 of shares being exempt from income tax and NIC. Any growth in value on these ESS shares would then be 
completely exempt from capital gains tax. In Budget 2016, the government limited the tax advantages so that only 
the first £100,000 of gains would be exempt from capital gains tax.

When introducing ESS, the government’s objective was to stimulate a more flexible workforce. The government 
has now indicated that this objective was not being achieved; rather ESS was being used primarily for tax planning 
arrangements. The government has therefore now confirmed that the tax advantages associated with ESS will be 
abolished for all ESS arrangements entered into on or after 1 December 2016.
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Who will be affected?

The measure will be relevant to those, predominantly unlisted, companies who may have otherwise been thinking 
about offering ESS shares to their employees.

When?

The tax advantages associated with ESS will be abolished for all ESS arrangements entered into on or after  
1 December 2016.

Our view
The proposal is clear that the tax reliefs are only being abolished for new arrangements. This should be welcome news for those 
employers and employees who have already entered into ESS arrangements.

National Insurance thresholds aligned

The measure

As recommended by the Office of Tax Simplification (‘OTS’), the National Insurance secondary (employer) threshold 
will be aligned with the primary (employee) threshold  from 6 April 2017, meaning that both employees and 
employers will start paying National Insurance on weekly earnings above £157.

This measure limits the increase in the weekly employer National Insurance contributions (‘NICs’) secondary 
threshold to £1 in 2017/18, which, as a result of CPI indexation, was due to increase by £2 per week from 6 April 
2017.  

Who will be affected?

This measure will affect employers.

When?

This measure will be implemented from 6 April 2017.

Our view
This measure should simplify the payment of National Insurance for employers.  

Off-payroll appointments in the public sector

The measure

The government has today confirmed the previously announced changes to off-payroll working in the public sector 
will come into effect on 6 April 2017.  From this date, when a public sector organisation engages an individual, they 
will have to apply employment status tests to check whether the individual should be treated as an employee for 
tax and National Insurance (‘NIC’) purposes, even where the individual works through their own personal service 
company or similar intermediary.  In these situations, the public sector body will be required to operate PAYE and 
account for NIC in relation to payments made to the Personal Service Company (‘PSC’). This represents a partial 
reform of the ‘IR35’ intermediaries legislation by which the onus of testing the nature of the relationship will no 
longer rest with the personal service company but shift to the public sector end client. 
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Where the public sector body uses an agency to source an individual, it will be the agency’s responsibility to test 
the relationship and apply PAYE and NIC where necessary. Where a chain of agencies is involved, it will be the 
agency closest in the chain to the PSC who has the responsibility to conduct the test and operate PAYE and NIC. 

The government have also confirmed that PSCs who are subject to the new rules will no longer be able to claim the 
blanket 5% allowance for expenses available to other PSCs. 

Who will be affected?

Public sector bodies who are subject to the freedom of information legislation will have to comply with the 
legislation, along with anyone acting as an agency providing individuals to the public sector. This includes:

 • government departments, executive agencies and non-departmental public bodies

 • NHS

 • police and fire authorities

 • local authorities

 • devolved administrations

 • educational establishments including universities

 • BBC, Channel 4

 • the Bank of England

Agencies who provide workers via PSCs will also need to prepare for the new changes, as will suppliers to the 
public sector whose services include the provision of workers. We expect details of how service providers will be 
affected to become clearer once draft legislation is released in early December.

When?

The proposals will take effect from 6 April 2017.

Our view
This shift in liability will require significant systems and operational changes by public sector bodies in order to comply.  We are 
also waiting for guidance from HMRC and a simplified approach to determining whether the new rules will apply or not.  With four 
months to go, engagers with large numbers of contractors through PSCs have a lot to do.

Agencies who supply workers via PSCs will need to implement processes to ensure they identify situations where the ultimate 
client is a public sector organisation. 

Although there was no indication that the rules will extend to the private sector in any of the statements so far, mainly employers 
in the private sector expect this will follow in due course.

PAYE settlement agreements
The measure

The government has confirmed that following consultation it will legislate in Finance Bill 2017 to streamline the 
process for applying for and agreeing PAYE Settlement Agreements (‘PSAs’). Measures consulted on included:

 • removing the requirement for an upfront agreement and instead letting employers assess whether items are 
eligible by reference to the legislative rules and guidance
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 • digitising the PSA return

 • aligning the PSA payment deadline to the Class 1A deadline of 19 July

 • redefining the criteria for including items on PSAs

We will not know how far any of these measures will be adopted or the precise details until the summary of 
consultation responses and draft legislation are published next month. PSAs are voluntary agreements that 
currently allow employers to settle the tax and National Insurance on benefits that are ‘minor, irregular or 
impracticable to report via payroll’.

Who will be affected?

This measure will affect all employers who currently, or in the future, wish to settle the tax and National Insurance 
on particular taxable expenses and benefits on behalf of their employees.  

When?

The new process will apply to agreements for the 2018/19 tax year and subsequent years.

Our view
Removing the need for upfront agreements is a bold move that should reduce administration for employers, but it may also 
require a more critical up-front process to assess what may and may not be included. Employers may feel more at risk with a 
‘self-certification’ process, but more details of the framework may provide reassurance when released.

Salary sacrifice for the provision of benefits in kind

The measure

Following consultation, the government has confirmed that it will be changing the rules for valuing employee 
benefits provided in conjunction with salary sacrifice or in circumstances where an employee could choose a cash 
alternative.  The taxable value will be the higher of:

 • the existing tax value; and

 • the cash alternative or salary foregone.

The government previously confirmed that these changes will not apply to employer pension contributions, 
employer provided pensions advice, employer provided childcare and cycle to work. It has now been announced 
that the new rules will also not apply to ultra low emission vehicles. 

Grandfathering rules will ensure that ‘arrangements’ in place before April 2017 will be protected until April 
2018.  Arrangements in place for cars, accommodation and school fees are protected until 2021.

Who will be affected?

This measure will apply to employers who provide benefits to their employees in conjunction with salary sacrifice 
or flexible benefits schemes. The impact will depend on the benefits provided. It will be greater on benefits 
with low statutory values, such as employer provided accommodation, and on benefits currently covered by 
exemptions, such as workplace gyms or parking.

When?

The new rules will take effect from 6 April 2017.
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Our view
The majority of flexible benefit schemes provide only a handful of tax advantaged benefits. These are most typically: death in 
service benefits; health screening; workplace gyms; work related training; mobile phones; and low CO2 cars.  One of the reasons 
for the change was the perceived tax cost of salary sacrifice schemes; however the measures are only anticipated to raise £85 
million in 2017/18 and £235 million per annum thereafter.

Employees who have been delaying making benefit selections or signing up to company cars since the consultation was launched 
will still need to know what it means to have ‘arrangements’ in place by April 2017 to be certain of the tax treatment.  

Additional time to allow employers to amend their reward policies and systems and explain the changes to their employees would 
be welcome. 

Tax treatment of foreign pensions

The measure

The government has announced a number of changes to the tax treatment of non-UK pensions. These are:

 • Alignment of the taxation of foreign pensions and lump sums paid to the UK more closely to the regime for taxing 
UK pensions and lump sums;

 • extending the look back period for individuals with UK tax relieved funds in their non-UK pensions from five to 
ten years after they cease to be tax resident in the UK;

 • updating the conditions that foreign pension schemes must meet to get UK tax relief on contributions and 
transfers by removing the requirement for 70% of transferred funds to be used to provide the member with an 
income for life;

 • closing certain specialist pension schemes (known as ‘section 615 schemes’) to new saving for those employed 
abroad;

 • aligning the tax treatment of funds transferred to registered pension schemes.

Who will be affected?

Individuals who are members of affected pension schemes and their employers.

When?

The measures will start to take effect from 6 April 2017.

Our view
Individuals and employers will be interested in further details regarding these measures when they become available.
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Valuation of benefits in kind and employee business 
expenses

The measure

The government has announced a consultation on employer-provided living accommodation, following the call for 
evidence earlier this year. Separately further calls for evidence will be published at Budget 2017 concerning:

 • the valuation of all other benefits in kind; and

 • income tax relief for employees’ business expenses, including unreimbursed and employer reimbursed 
expenses.

The government has also announced from April 2017 employees called to give evidence in court will no longer 
suffer tax on legal support provided by their employer.

Who will be affected?

Employers and individuals who receive benefits in kind, including legal support, or incur business expenses.

When?

The removal of the tax charge from legal support will take effect from April 2017. The calls for evidence will be 
published at Budget 2017.

Our view
The abolition of the tax charge on employer provided legal support is welcome. A review of particular benefit rules such as 
employer provided accommodation may allow for a simpler and more modern regime to be developed going forward.

Termination payments

The measure

The government has decided to proceed with its proposals on changing the tax and National Insurance 
Contribution(‘NIC’) treatment for termination payments. For termination payments from 6 April 2018, any payment 
in lieu of notice (‘PILON’), whether contractual or not, will become fully subject to tax and National Insurance. In 
contrast to the original consultation document, it appears the taxable PILON calculation will only include basic pay 
(i.e. excluding expected bonuses). 

The consultation document published in August 2016 had proposed that a new statutory formula would bring 
bonuses due to be received in the notice period into the reach of tax and National Insurance as earnings. However, 
this proposal met widespread opposition during the consultation process and the government has indicated today 
that they may not proceed with this part of the proposal. Confirmation of the exact proposals is expected in the 
draft Finance Bill clauses due to be released on 5 December 2016.

Termination payments over and above those which are deemed PILONs under the new rules will continue to 
benefit from a £30,000 tax and NIC exemption. However, any excess will be subject to income tax and employer-
only (secondary) Class 1 National Insurance. 

The government has also confirmed that relief for any foreign service element of termination payments will be 
withdrawn.

29

See both sides  | Deloitte’s coverage of Autumn Statement 2016



Who will be affected?

All employers will have to consider how the new tax and NIC treatment will affect their process for termination of 
employment and will face increased costs.  

Individuals whose employment is terminated could also see their take-home pay from their termination package 
significantly reduced. This will be most significant to those who are not contractually entitled to PILONs and who do 
not receive other elements of termination payments exceeding £30,000.

The withdrawal of foreign service relief will affect those who receive a termination payment following a career 
spent partly abroad. Whilst some employees will be able to claim some relief under a double tax agreement, this 
may not apply to all. 

When?

The proposals are expected to take effect from 6 April 2018.

Our view
For employers, there will be a significant impact on the cost of providing termination packages including PILONs and termination 
packages in excess of £30,000. This is because both PILONs and payments of more than £30,000 will be subject to employer NIC.

Employers will also have to consider whether they need to compensate for the increased cost to employees, who will suffer tax 
and employee NIC on the PILON element of their termination packages going forward. 

We are pleased that the government seems to have accepted the previous plan of fully taxing ‘expected bonuses’ was impractical 
and went beyond the stated objectives of this policy change. However, the details of how employers are to calculate the taxable 
PILON payment still have to be confirmed and will require employers to include the new rules into their processes for terminating 
employment. 

The new budget timetable

The measure

The Chancellor announced that the government will move to a single major fiscal event each year, held in the autumn.

Who will be affected?

The new timetable will affect everyone.

When?

In 2017 there will be two budgets, the Spring Budget will be held as normal. The new Autumn Budget will follow to 
switch to the new timetable. As of 2018, there will be a single budget held in the autumn.

The government will still need to hold a Spring Statement to respond to the The Office for Budget Responsibility’s 
forecasts. The first Spring Statement will be in 2018.

Finance Bills will be introduced following the budget. The aim, under the new timetable, will be for the bills to 
receive Royal Assent before the start of the tax year.

Our view
We welcome the commitment to have one single fiscal major event, and to enact legislation prior to the commencement of the tax 
year to which it relates. This should help resolve some of the uncertainty caused by the frequency of changing legislation for UK 
taxpayers.
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