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About this Report
This Autumn Statement Report was written immediately after the Chancellor delivered his Autumn Statement
speech and offers a general overview of the main announcements. Please contact us for expert advice that is
specific to your individual circumstances.
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Overview

Chancellor pledges to ‘rebuild Britain’
as he targets £10bn budget surplus
25 November 2015
The Chancellor, George Osborne,
pledged to move from ‘rescue’ to
‘rebuilding’ as he presented his
combined Autumn Statement and
Spending Review to the House of
Commons.

Placing the theme of security, both
economic and national, at the heart of his
speech, the Chancellor set out his aim
of making Britain ‘the most prosperous
and secure of all the major nations
of the world’, drawing on the latest
economic forecasts to suggest that the
Government’s spending plans are on
target to deliver a £10.1bn budget surplus
by 2019/20.
The Office for Budget Responsibility (OBR)
has forecast a £27bn improvement in
the public finances for the next five years
compared to its July predictions, meaning
that the Government can borrow £8bn
less over the course of this Parliament.
For the current financial year the OBR has
predicted economic growth of 2.4%, with
borrowing expected to fall from £74.1bn
to £73.5bn.
The biggest surprise of the Chancellor’s
speech concerned the Government’s
plans to cut £4.4bn in tax credits in order
to achieve the promised savings of £12bn
per year in welfare spending. While many
experts were predicting some transitional
measures to soften the impact of the cuts,
Mr Osborne unexpectedly withdrew the
planned cut and retained the taper and
threshold rates for working tax credits
and child tax credits at the same levels,
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until tax credits are phased out with the
introduction of Universal Credit.
The costs are to be offset in part by higher
than expected tax receipts and new
restrictions to be introduced on housing
benefit and pension credit payments. The
Chancellor also announced that overall
police spending would be protected in line
with inflation.
The statement included a number of
headline measures for business, including
an extension of the doubling of the Small
Business Rate Relief for a further year.
The Chancellor confirmed plans to abolish
uniform business rates, granting new
rate-setting powers to local councils, with
further details to be unveiled in the Spring
Budget. Meanwhile, the new business
apprenticeship levy will be set at a rate of
0.5% of an employer’s wage bill.
Personal tax measures included
confirmation that the new single tier State
Pension will be set at £155.65 a week
from next April. In addition, the Chancellor
announced that local councils will be able
to increase council tax by up to 2% in
order to fund social care.
Other key announcements included a
commitment to investing in transport and
infrastructure, together with new plans to
increase Britain’s housing stock.
There was less welcome news for buyto-let owners with the announcement of a
new 3% stamp duty surcharge for buy-tolet properties and second homes, to take
effect from next April.
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Business measures
Small business rate relief

Employment intermediaries

The Government has announced that it will extend
the doubling of Small Business Rate Relief for a
further year from 1 April 2016. It is also undertaking
a review of business rates, due to be reported at
Budget 2016.

As announced in July, the Government will legislate
to restrict tax relief for travel and subsistence
expenses for workers engaged through an
employment intermediary, such as an umbrella
company or a personal service company. Following
a period of consultation, relief will be restricted
for individuals working through personal service
companies where the intermediaries’ legislation
applies. This change will take effect from 6 April
2016.

Business investment relief
This is a relief available to non-UK domiciled
taxpayers who use the remittance basis of taxation,
which allows them to remit money to invest in UK
businesses.
The Government will consult on how to improve
the rules to encourage greater use of the relief to
increase investment in UK businesses.

Apprenticeship levy
As previously announced, the Government will
introduce an apprenticeship levy in April 2017. It will
be set at a rate of 0.5% of an employer’s wage bill
and will be paid through the PAYE scheme. Each
employer will receive an allowance of £15,000 to
offset against their levy payment. This effectively
means that the levy will only be borne by businesses
with payrolls in excess of £3m.
It should be noted that the Levy will be paid by all
employers, regardless of whether or not the employer
operates Apprenticeships for employees.
The Government will also establish a new employerled body to set apprenticeship standards and ensure
quality. The body will be independent of Government
and will also advise on the level of levy funding each
apprenticeship should receive.

Diesel company cars

Venture capital schemes
With effect from 30 November 2015, the provision
of reserve energy generating capacity and the
generation of renewable energy benefiting from
other government support by community energy
organisations will no longer be qualifying activities
for the Enterprise Investment Scheme (EIS), Venture
Capital Trusts (VCTs) and Seed Enterprise Investment
Scheme (SEIS).
In addition, these activities will not be eligible for
Social Investment Tax Relief (SITR) when SITR is
enlarged. The Government will exclude all remaining
energy generation activities from the schemes from
6 April 2016, as well as from the enlarged SITR.
Increased flexibility will also be introduced for
replacement capital within EIS and VCTs, subject to
state aid approval.

Averaging period for farmers
Following consultation, the averaging period for selfemployed farmers will be extended from two years
to five years as of April 2016, with farmers able to
choose either averaging period.

The three percentage point differential in the benefitin-kind rate for cars provided for employee use
that currently exists between diesel cars and petrol
cars with the same level of CO2 emissions was
to be removed in April 2016. However, it will now
be retained until April 2021, when EU-wide testing
procedures will ensure new diesel cars meet air
quality standards even under real-world driving
conditions.
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Personal measures
Tax-free savings

Capital gains tax - entrepreneurs’ relief

The band of savings income that is subject to the 0%
starting rate will be kept at its current level of £5,000
for 2016/17.

Since changes to entrepreneur’s relief were made in
the 2015 Finance Act, the Government has accepted
that some of these may go too far and adversely
affect certain genuine commercial transactions. The
Government will consider bringing forward legislation
to amend the changes and correct the position.

The current annual subscription limits for ISAs,
Junior ISAs and Child Trust Funds will be kept at
their current level for 2016/17 (£15,240 for ISAs, and
£4,080 for Junior ISAs and Child Trust Funds).

State pension
From April 2016 the starting rate for a full State
Pension for new pensioners will be set at £155.65 a
week. However, there are likely to be a large number
of people who will not qualify for the pension at the
full rate. This will include those who do not have a
sufficient national insurance contribution record and
those who have paid contributions at the contractedout rate.
For existing pensioners, the basic State Pension will
be increased by the ‘triple lock’ for 2016/17, meaning
a full basic State Pension will rise to £119.30 a week,
an increase of £3.35.

Pension credit
The single rate of the Standard Minimum Guarantee
will increase in line with earnings by £4.40 to £155.60
a week, and the couples’ rate will rise by £6.70 to
£237.55 a week. The Savings Credit threshold will
rise to £133.82 for a single pensioner and to £212.97
for a couple, which will reduce the single rate of the
Savings Credit maximum by £1.75 to £13.07 and the
couples’ rate by £2.68 to £14.75.

Pension auto-enrolment
The Government will delay the next two scheduled
increases in the minimum contribution rates by six
months each, to align these changes with the start of
the tax year.

Inheritance tax
Legislation will be introduced in Finance Bill 2016 to
ensure a charge to inheritance tax will not arise when
a pension scheme member designates funds for
drawdown but does not draw all of the funds before
death. This will be backdated to apply to deaths on
or after 6 April 2011.

Tax-free childcare
Previous proposals have set out that families will
effectively be able to obtain basic rate tax relief
on childcare costs of up to £10,000 per annum.
However, the qualifying conditions have been
changed so that the upper income limit per parent to
qualify for the relief will be lowered from £150,000 to
£100,000 and the minimum income level per parent
will be increased from the equivalent of eight hours to
16 hours at the National Living Wage. This new relief
is now scheduled for introduction in early 2017.

Free childcare for working parents
To help families maintain childcare arrangements
and support the transition back to work at the end of
their parental leave or period of ill health, the current
provision for working parents of three and four-year
olds of 30 hours free childcare has been improved.
Eligibility has been extended to cases where a parent
or their partner (if they have one) is in work and the
other parent is disabled or a carer; or where a parent
or their partner (if they have one) is taking time away
from work on paid sickness or parental leave.

Pension annuities - secondary market
The Government will legislate to remove existing
barriers to creating a secondary market for
annuities, allowing individuals to sell their annuity
income stream. Further details will be set out in a
consultation response document in December.
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Property measures
Stamp Duty Land Tax (SDLT)
on additional properties

Capital Gains Tax (CGT) - payment
window

From 1 April 2016, higher rates of SDLT will be
charged on purchases of additional residential
properties (above £40,000), such as buy-to-let
properties and second homes. The higher rates will
be three percentage points above the current SDLT
rates.

From April 2019, a payment on account of any CGT
due on the disposal of residential property will be
required to be made within 30 days of the completion
of the disposal. This will not affect gains on
properties which are not liable for CGT due to Private
Residence Relief. Draft legislation will be published
for consultation in 2016.

These higher rates will not apply to purchases
of caravans, mobile homes or houseboats, or to
corporates or funds making ‘significant investments
in residential property’. The Government will consult
on the policy detail.

SDLT filing and payment process
There will be a consultation on changes to the SDLT
filing and payment process to come into effect
in 2017/18, including a reduction in the filing and
payment window from 30 days to 14 days.

Annual tax on enveloped dwellings
(ATED) and 15% rate of SDLT

CGT for non-UK residents disposing of
UK residential property
With effect from 25 November 2015, the Government
will amend the CGT computations required by
non-residents on the disposal of UK residential
property by removing (with retrospective effect
from 6 April 2015) a double charge that occurs in
some circumstances and correcting an omission.
HM Revenue & Customs will be given powers to
prescribe circumstances when a CGT return is not
required by non-residents and will add CGT to the list
of taxes that may be collected on a provisional basis.

The Government will extend, from 1 April 2016,
the reliefs available from ATED and the 15% higher
rate of SDLT to equity release schemes (home
reversion plans), property development activities and
properties occupied by employees.

SDLT - application to certain authorised
property funds
The Government will introduce a seeding relief for
Property Authorised Investment Funds (PAIFs) and
Co-ownership Authorised Contractual Schemes
(CoACSs) and make changes to the SDLT treatment
of CoACSs investing in property so that SDLT does
not arise on the transactions in fund units. There will
be a defined seeding period of 18 months, a threeyear clawback mechanism and a portfolio test of
100 residential properties and £100m value or 10
non-residential properties and £100m value. These
changes will take effect from the date the Finance Bill
2016 receives Royal Assent.

6

THE AUTUMN STATEMENT - 25 NOVEMBER 2015 - PKF LITTLEJOHN

Not for Profit measures
Charitable close company loans to
participators
Legislation will be introduced in Finance Bill 2016 to
ensure that a tax liability does not arise when a close
company lends to charity trustees for charitable
purposes. This will apply to qualifying loans or
advances made on or after 25 November 2015.

VAT on sanitary products
While the Government makes the case in the EU for
a zero rate of VAT for sanitary products, a new £15m
annual fund equivalent to the VAT raised each year
on sanitary products will support women’s charities.
The fund will run over the course of this Parliament,
or until the UK can apply a zero rate.

Museums and Galleries Tax Relief
The potential for a new tax relief for Museums and
Galleries to encourage the development of new
innovative exhibitions will be explored with the
sector.

Gift Aid Small Donations Scheme
(GASDS)
The Government has announced that a review of the
small donations scheme, which allows charities to
claim Gift Aid in respect of low value cash donations
without collecting full information on the donor, will
be undertaken. This is partly in response to a lower
than anticipated take-up of the scheme.

Sixth form colleges
Sixth form colleges in England will be given the
opportunity to become academies, allowing them to
recover their non-business VAT costs.
Sixth form colleges are currently unable to reclaim
VAT on their purchases. Academies can obtain a
refund for the VAT they incur in their non-business
activities under a special refund scheme. If they are
registered for VAT this can be claimed on their VAT
returns and, if not VAT registered, a stand-alone claim
can be made on form VAT 126.
The change may not have much benefit for sixth
form colleges since current grant funding effectively
reimburses irrecoverable VAT on expenditure. This
may not be the case on conversion to academy
status, resulting in no overall VAT benefit. Instead,
the change could lead to increased administration
costs.
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Tax system reform
A digital tax system
The Government will invest £1.3bn to transform
HMRC into ‘one of the most digitally advanced tax
administrations in the world’. Most businesses,
self-employed people and landlords will be required
to keep track of their tax affairs digitally and update
HMRC at least quarterly via their digital tax account.
HMRC will ensure the availability of free apps
and software that link securely to its systems and
provide support to those who need help using digital
technology. This will also apply to individuals in
employment, or pensioners, if they have secondary
incomes of more than £10,000 per year. The
Government will publish its plans to transform the tax
system shortly and will consult on the details in 2016.

Simplifying self-assessment
Draft legislation is to be published in Finance
Bill 2016 that will enable a new, simpler process
for assessing tax liabilities. This will be used for
taxpayers in self assessment who have simple tax
affairs where HMRC already holds all the data it
needs to calculate the tax liability, and where existing
payment processes are not available. Taxpayers
will be sent a calculation which will be a legally
enforceable demand for payment, and taxpayers will
be able to challenge and appeal these calculations.
This process will come into effect in the 2016/17 tax
year.
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Other measures
Enterprise zones
The Government will expand the enterprise zone
programme in England with the announcement of 18
new sites across the country and the extension of
eight sites on the current programme. These include
15 zones in smaller towns and rural areas, spreading
enterprise zone benefits to 108 sites across the
country.

Devolution across the UK
The Chancellor confirmed the Government’s
commitment to devolving powers to Scotland, Wales
and Northern Ireland.
There will be up to an additional £500m of spending
power for the Northern Ireland Executive to support
the full implementation of the Stormont House
Agreement, with the Government also reinforcing its
commitment to the devolution of corporation tax.
The Government will legislate to remove the
requirement for the Welsh Assembly to hold a
referendum in order to implement the Welsh rates
of income tax. The Government is also introducing
a floor in the level of relative funding provided to the
Welsh Government at 115% of comparable spending
per head in England, and has committed, in principle,
to contribute to an infrastructure fund for the Cardiff
region.
The Scotland Bill, which contains significant tax
and spending powers, has completed its House of
Commons stages and is on track to receive Royal
Assent in early 2016.

Motor insurance
The Government intends to introduce measures
to end the right to cash compensation for minor
whiplash injuries. This aims to end the cycle in which
responsible motorists pay higher premiums to cover
false claims by others. The Government expects the
insurance industry to pass an average saving of £40
to £50 per motor insurance policy on to consumers.
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Anti-avoidance measures
Various measures to tackle tax avoidance and
evasion have been announced, including:
•

A new penalty of 60% of the tax due to be
charged in all cases successfully tackled under
the General Anti-Abuse Rule (GAAR)

•

An increase in civil penalties for deliberate
offshore tax evasion and for those who enable it

•

A new criminal offence that removes the need to
prove intent for the most serious cases of failing
to declare offshore income and gains

•

New penalties for those who persistently enter
into tax avoidance schemes that are defeated by
HMRC

•

The Transactions in Securities rules will be
amended and a Targeted Anti-Avoidance Rule
introduced in order to prevent opportunities for
income to be converted to capital so as to gain a
tax advantage

•

With effect from 25 November 2015, the
legislation will be amended to prevent
companies from artificially lowering the disposal
value of plant and machinery for capital
allowances purposes, and to make any payment
received, for agreeing to take responsibility for
tax deductible lease related payments, subject to
tax as income

•

The Government intends to take action against
those who have used or continue to use
disguised remuneration schemes and who have
not yet paid what the Government perceives to
be their ‘fair share’ of tax

•

New rules to prevent multinational enterprises
avoiding tax through the use of certain
cross-border business structures or finance
transactions (“Hybrid Mismatch arrangements”)
from January 2017, as part of the BEPS
implementation process.

•

The intangible fixed asset rules will be amended
to ensure that partnerships cannot be used in
arrangements that seek to obtain a tax relief for
their corporate members in a way that is contrary
to the intention of the regime
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•

Legislation to determine whether performance
awards received by asset managers will be taxed
as income or capital gains. An award will be
subject to income tax unless the underlying fund
undertakes long term investment activity

•

Following consultation, a new requirement that
large businesses publish their tax strategies as
they relate to or affect UK taxation.
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Our expert team can help you understand the impact of the
Autumn Statement on you and your business.
To find out more, please contact us.
Corporate/International Tax

Corporate/International Tax

Tom Gareze

Chris Riley

International Professionals
/Sportspersons

Corporate Tax/Share
schemes

Joseph Brown

Catherine Heyes

Personal Tax

Corporate Tax/Insurance

Jonathon Collins

Mimi Chan

t: +44 (0)20 7516 2226
e: jcollins@pkf-littlejohn.com

t: +44 (0)20 7516 2264
e: mchan@pkf-littlejohn.com

Lloyd’s Personal Tax
Partnerships

Business Tax

Paul Lett

t: +44 (0)20 7516 2256
e: igadie@pkf-littlejohn.com

t: +44 (0)20 7516 2212
e: tgareze@pkf-littlejohn.com

t: +44 (0)20 7516 2252
e: jbrown@pkf-littlejohn.com

t: +44 (0)20 7516 2255
e: plett@pkf-littlejohn.com

t: +44 (0)20 7516 2427
e: criley@pkf-littlejohn.com

t: +44 (0)20 7516 2237
e: cheyes@pkf-littlejohn.com

Ian Gadie

Trusts and Capital Taxes

VAT and Customs Duties

Barry Luscombe

Bob Jones

Wealth Management

VAT

Mark Quaye

Luigi Lungarella

t: +44 (0)20 7516 2204
e: bluscombe@pkf-littlejohn.com

t: +44 (0)20 7516 2220
e: mquaye@pkf-littlejohn.com

t: +44(0)20 7516 2295
e: rjones@pkf-littlejohn.com

t: +44 (0)20 7516 2228
e: llungarella@pkf-littlejohn.com

Not for Profit

Sarah Kelsey

t: +44 (0)20 7516 2298
e: skelsey@pkf-littlejohn.com
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