
  

National Insurance 

 

 Class 4 NICs 

increasing to:  

 

10% from April 2018 

 

11% from April 2019 

 

 Employees and 

Employers 

thresholds aligned - 

£157 per week from 

April 2017. 

 

 Class 2 

contributions to be 

abolished from April 

2018. 

 

 

 

This afternoon, the Chancellor of the Exchequer, Philip 

Hammond, aka “Spreadsheet Phil”, delivered his first (and 

last) Spring Budget to Parliament, noting that it’s been 24 

years since we had a similar “last Spring Budget” 

announcement.  

The Elman Wall Tax Team has gathered and put together a 

brief summary of some of the main points that could impact 

on you or your business.  

The stated aim of the Budget was to “build a stronger, fairer, 

better Britain”. But will you benefit from this? 
 

 

 

 

 

BUSINESS TAXES 

Headline: National Insurance Contributions Increasing for the Self-Employed  

Detail: As part of an ongoing consideration as to tax differences between those 

employed and self-employed, Class 4 National Insurance Contributions (NICs) 

will be increased from 6 April 2018. Whilst this is the same time that the flat 

rate Class 2 NICs will cease to be collected, the proposed increase in Class 4 will 

see the self-employed, including partners in both partnerships and LLPs, having 

to pay more. 

The current rate of 9% will increase to 10% from April 2018, and then increase 

by a further 1% from April 2019. 

EW Tax Team Say: When is a tax lock not a tax lock? You may recall that under two 

years ago in their election manifesto it was stated “a Conservative Government 

will not increase the rates of VAT, Income Tax or National Insurance in the next 

Parliament”. To be fair, the resultant legislation, the National Insurance 

Contributions (Rate Ceilings) Act 2015, (passed in December of that year) only 

actually incorporated Class 1 NICs, as paid by employees. This clearly left the 

door open for increasing the rate paid by the self-employed and hence the 

announcement today. 

Part of the rationale for this is aligned to changes that have been made to the 

state pension which commenced on 6 April 2016, which has introduced a new 

single tier state pension. However, as the main thrust of the Chancellor’s 

comments were aimed at the differences between the employed and self-

employed, it perhaps does still pose a question as to whether further changes 

to the taxation of self-employed will follow. 

KEY TAX POINTS FROM 

TODAY’S BUDGET 



 

  
 
Headline: Dividend Allowance Slashed 

Detail: Although the dividend allowance has only been with us for less than 12 months, 

already the Chancellor has deemed it necessary to amend. This measure is 

primarily aimed at entrepreneurs who were able to take advantage of the full 

allowance being offered. Accordingly the current allowance of £5,000 will be 

reduced to £2,000 with effect from April 2018. This will increase tax bills by 

around £1k for the average director-shareholder. 

EW Tax Team Say: In rationale, this is a similar measure to the increase in National 

Insurance, aimed at reducing the differential between the employed, in this case 

where individuals either alone or with business partners had decided to trade 

via a limited company, and those self-employed. To the ordinary investor, the 

uplift in the ISA allowance should go some way to reducing the impact of this 

restriction.  

Given previous statements about the approach to tax policy, it does seem 

somewhat odd that within one year of being brought in, a significant change is 

being made to a particular allowance. Again this is a straight attack on small 

businesses and entrepreneurs, and is disappointing to see. 

Headline: Research & Development (R&D) Tax Relief to be Reviewed 

Detail: Following on from completion of the review of the R&D tax credit regime, the 

Chancellor has concluded that the scheme is globally competitive however has 

recognised the administrative burdens in using the scheme.   

It has been announced that administrative changes will be made with the 

intention of simplifying R&D claims.   

It was further announced that the government intended to improve awareness 

of R&D tax credits among small and medium sized enterprises. 

EW Tax Team Say: The implementation of R&D tax incentives has proven to be a 

successful policy and this announcement should be welcomed. Whilst the 

financial benefits of undertaking R&D are advantageous for companies, the 

detail can be complex to understand.  

Hopefully, the changes will bring about clarity and make the scheme more 

accessible, and even though we have already assisted many clients in making 

claims under the scheme, anything that potentially makes the process less 

burdensome should be a positive move.  

Our view is that enhancing the R&D tax regime will be well received by all 

companies investing in R&D, and will keep the UK competitive in this regard. 

 

Corporation Tax 

 

 Rate of tax reducing  

to 19% April 2017 

 
Reducing to 17% by 

April 2020. 

 

 Annual Investment 

Allowance remains 

at £200,000.  

 

 100% First Year 

Allowance (FYA) on 

low emission 

vehicles extended 

to March 2021. 

 

 FYA extended to 

cover charge-points 

for electric cars 

until March 2019. 

 



 

 

 

 

 

  

Dividend Tax Rates 

 

 10% Tax Credit 

abolished from April 

2016.  

 

 Introduction of a 

new £5,000 

dividend allowance 

instead. 

 
 Basic rate tax 

reduced to 7.5%, 

down from 10%.  

 

 Higher rate remains 

unchanged at 

32.5%.  

 
 Additional rate is 

increased from 

37.5% to 38.1%.  

      

Income Tax  

 

 Personal Allowance 

£11,500 for 2017/18 

 

£12,500 by 2020. 

 

 Higher Rate Tax Band 

£45,000 for 2017/18 

 

£50,000 by 2020. 

 
 2 x £1,000 tax 

allowances for 

occasional jobs and 

property income 

from April 2017. 

 

 

EMPLOYEE MATTERS 

Headline: Reforms to Benefits in Kind and Employee Expenses 

Detail: As announced back in November 2016, the government will publish a call for 

evidence on 20 March 2017 to better understand the use of the Income Tax 

relief for employees’ expenses. Also declared at that time was the 

government’s intention to publish a consultation paper with proposals to 

bring the tax treatment of employer-provided living accommodation up to 

date. This will include suggestions for when accommodation should be 

exempt from tax and will support taxpayers during any transition. 

Following on from this, today it was announced that the government will 

broaden the call for evidence. It will now include exemptions and valuation 

methodology for the Income Tax and employer NIC treatment of benefits in 

kind (BiKs) as a whole, in order to better understand whether their use in the 

tax system can be made fairer and more consistent.  

EW Tax Team Say: In a Budget where the word “fair” was mentioned 19 times 

(including fairness, unfair etc.), it is clear that the Chancellor wants to, or 

wants to appear to, address the moral issues currently engulfing the tax 

world. This can be seen not least in the reforms to NICs and the reduction of 

the tax-free dividend allowance. However, as part of the push for a “fairer” 

tax system, what was previously a detailed look at just accommodation 

benefits and employee expenses, appears to be a complete overhaul on the 

system for taxing BiKs. This has historically been a grey area for many 

employers, and one which HMRC are well aware they miss out on potential 

tax revenues.  

So at first what appeared to be an offshoot of a supposedly “fairer” tax 

system, cynics (which at EW we are not) may see as a means for HMRC to 

gain further control over the taxation of BiKs and employee expenses. 

Headline: Alignment of Dates for Making Good on Benefits in Kind 

Detail: Following consultations last summer, the government will legislate in the 

Finance Bill 2017 to align the dates for making good on BiKs, where an 

employee makes a payment in return for the BiK they receive. This has the 

effect of reducing the taxable value of the BiK, often to zero. Following the 

consultation, the government concluded that 6 July following the end of the 

tax year is an appropriate date, so the taxable value of the BiK will be reduced 

or removed if making good takes place by that date. 

It was confirmed in the Budget 2017 that the change will affect making good 

on a tax liability arising in the tax year 2017 to 2018, and subsequent years. 

EW Tax Team Say: Some revision from our Autumn Statement 2016 release here, 

albeit with more detail as to when the rules come into place. Taking once 

again the example of an overdrawn director’s loan account, where previously 

a simple interest charge could have been accrued in order to negate a BiK, 

now this interest will need to be fully paid up by 6 July following the end of 

the tax year. This aligns with the comments on BiK reforms above, in relation 

to a “fairer” tax system being a way for HMRC to implement a more solid 

structure and stringency to what has historically been a grey area.  



 

 

 

 

  
Savings  

 

 Lifetime ISA for 

individuals under 

40s  

 
£1 bonus for every 

£4 saved. 

 

New savings bond with 

NS&I: 

 

 Paying 2.2% on max. 

investment of 

£3,000. 

 

 3 year bond 

available from 

Spring 2017. 

 

 

National Living Wage 

 

Applies to individuals 

over 25 years old: 

 

 Increased to £7.50 

per hour from April 

2017.  

 

 £9 per hour by 

2020. 

 

 

 

 

 

ADMINISTRATION  

Headline: Making Tax Digital (MTD) is to be Deferred  

Detail: Over the past 6 months, in response to various consultation papers issued last 

August, there has been significant criticism about the pace of change. The 

Chancellor has thus, today, indicated that for smaller businesses and landlords 

the start date for compliance with MTD will be deferred. 

 Accordingly, taxpayers reporting under MTD will now only be required with 

effect from 6 April 2019, deferring the start date by a year. However, it is only 

those whose turnover is less than the VAT threshold who will be able to benefit 

from this deferral. For other self-employed traders and landlords, and some 

partnerships, 6 April 2018 will remain the start date. 

EW Tax Team Say: It is pleasing to see that the Chancellor has listened to the almost 

unanimous criticism about the timing of the start, although it is surprising that 

this change was not included in the details released just a few weeks ago, setting 

out the next stages on the MTD path. 

Whilst overall MTD should be seen as a positive step, at a point when 

appropriate software and applications are still being developed, let alone tested, 

commencement from 6 April 2018 was always going to be a challenge. 

Nonetheless, the deferral only applies to some smaller businesses. Accordingly 

for many other businesses and landlords costs are going to be incurred over the 

coming months in putting new technology, systems and procedures in place for 

MTD next year. 

Headline: Simplified Cash Basis for Unincorporated Property Businesses 

Detail: From 6 April 2017, most unincorporated property businesses, other than those 

with receipts of more than £150,000, will be allowed to calculate their taxable 

profit using the cash basis of accounting. However, this will not apply to Limited 

Liability Partnerships (LLPs), trusts or partnerships with corporate partners.  

Joint owners of let property, other than spouses or civil partners, will be free to 

decide individually about how to calculate their profits as each owner will be 

assessed separately on their eligibility to use cash basis. Furthermore landlords 

with both a UK and an overseas property business will be able to choose 

separately whether to use the cash or accrual basis for each. Individuals with 

both trading and property eligible for the cash basis will be able to decide cash 

basis separately for each of these.  

Point to note here is that the initial cost of items for residential properties will 

not be allowed as a deduction under the cash basis. This is in line with the 

accrual basis. However, the ‘replacement of domestic items relief’ available to 

all landlords from April 2016 will continue to apply.   

EW Tax Team Say:  Under the current accrual basis of calculating profit, each landlord 

has to calculate their rental profit by assessing their income earned and 

expenses accrued which, in many cases, is different to the rent received and 

expenses actually paid.  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

VAT 

 

 Registration 

threshold increased 

to £85,000 from 1 

April 2017.  

 
 De-registration 

threshold increased 

to £83,000. 

 
 

Insurance Premium 

Tax 

 

 Increased to 12% 

from June 2017. 

 

 

 

 

 

 

A simple cash in, cash out system of calculating profit will relieve individuals of 

making complicated adjustments to their income and expenses. 

Use of cash basis to calculate rental profit will be a welcome change for most 

landlords who have straightforward affairs. For many, this will be a natural fit 

with the way they carry on with their business.  

The fact that each joint owner will be able to choose cash or accrual basis 

separately could make the profit calculation for the overall business more 

complex.  

 

VAT 

Headline: Removal of Use and Enjoyment for B2C Mobile Phone Services 

Detail: The intention of the use and enjoyment rules is to ensure that certain services 

are taxed where “consumed” when, using the normal rules, they would 

otherwise escape VAT when enjoyed in the UK (or be subject to VAT where 

enjoyed outside the EU).  Removing this provision for B2C mobile phone services 

will mean that these services are subject to the normal rules – i.e. where used by 

UK individuals outside the EU, UK VAT will now apply (and presumably services 

used by non EU individuals within the UK will now not be VATable).  

EW Tax Team Say:  This is interesting as it opposes the recent EU VAT trend of taxing 

services at the point of consumption as has been the case for digital services 

recently (and which we are expecting for other types of services in future). This 

will mean that calls taking place outside the EU will become more expensive. Of 

course, as the VAT in question is UK VAT, for businesses this should mean VAT 

recovery can be sought, subject to the normal rules. 

Headline: VAT ‘Split Payment’ Model to be Considered for Online Sales 

Detail: This particular measure stems from concerns that overseas traders in online sales 

may be avoiding paying UK VAT where due. Usually, where UK VAT is due, the 

customer would pay the supplier, and the supplier passes this VAT on to HMRC. 

Under the “Split Payment” model, the VAT would be collected by HMRC in some 

way directly from the customer at the point of sale, and the supplier would only 

receive the net amount.  

EW Tax Team Say: VAT avoidance has been on the rise over recent years, and as evident 

from the previous few Budgets, the Government has been attempting to crack 

down on the so called “VAT gap”. We see the effect of this in several industries 

where the avoidance of UK VAT by overseas traders means that UK businesses 

face a disadvantage, being undercut by the VAT amount. It’s unclear exactly what 

online sales this measure would affect, however, if it is considered for all online 

sales this may be welcomed to level the playing field in industries including the 

travel sector. How this will work in practice remains to be seen and HMRC and 

businesses would want to be comfortable that whatever mechanism used 

ensures the accurate collection of VAT, and does not further complicate the 

system.  

 



 

 

 

 

 

Headline: Flat Rate Scheme Increased to 16.5% for “Limited Cost Traders” 

Detail: As announced in the Autumn Statement, the new 16.5% rate for the Flat Rate 

Scheme “limited cost traders” comes into force from 1 April 2017. Essentially, 

this will capture many businesses which trade in services only and make limited 

purchases of goods (extent of purchases of services is irrelevant here).   

EW Tax Team Say: This is likely to make the flat rate scheme much less attractive for 

many businesses falling under this category, and it should be considered 

whether it would be advantageous to either move away from the flat rate 

scheme or structure business purchases appropriately to ensure VAT efficiency.  

Furthermore, in the last week, HMRC have amended the proposals to close 

perceived loopholes, so that it is likely HMRC will be taking closer notice of any 

traders using the FRS. 

  

 

 

 

 

 

 

 

 

 

Whilst care has been taken to ensure the accuracy of the content of this document, 

no responsibility for loss occasioned to any person acting or refraining from action 

as a result of any statement in it can be accepted by Elman Wall Ltd. 


