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Measures announced

Personal Taxes

Capital Gains Tax

Decrease in the final-period of exemption
and changes to letting relief

National Living Wage

Increase of 6.2% brings NLW to £8.72 an

hour for over-25s
National Insurance
Contributions

To increase from £8,632 to £9,500 from

2020/21

Business

Off-Payroll Working
Rules

Implemented in the
Private Sector from
April 2021
Corporation Tax

Will remain at 19%
Entrepreneurs Relief
Lifetime limit reduced
from £10m to £1m

@b

VAT

Reverse Charge in the Construction

Industry

To be implemented from October 2020

Agricultural Flat Rate Scheme

New entry and exit rules

for AFRS
VAT and digital

publications

Zero-rate VAT will apply to digital

publications

Duties

Stamp Duty & Stamp
Duty Reserve Tax
Extended to unlisted
companies

Vehicle Excise Duty
Will increase in line
with the RPI from April

=]

Other

Plastic Packaging Tax
Applied to packaging that
does not contain at least
30% recycled plastic

Red Diesel Relief
Removal of the
entitlement to use red
diesel
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Personal Taxes

Rates and allowances

The tax-free personal allowance will remain at £12,500 for the 2020/21 tax year
throughout the UK.

The basic-rate band in England, Northern Ireland and Wales will stay at £37,500 and
consequently, the higher-rate threshold will continue to be £50,000.

The additional-rate band in those nations will also remain at £150,000.

In Scotland, the starter-rate rises to £14,585 and the basic-rate will increase to
£25,158.

The intermediate-rate will remain at £43,430 and likewise, the higher-rate will stay
at £150,000. The top rate will remain in place for income over £150,000.

Income tax bands & rates - England, Northern Ireland & Wales

Band 2020/21 Rate 2015/20 Rate
Personal allowance Up to £12,500 Mil Up to £12,500 Mil

Basic-rate Oyer £12,500 to £50,000 20% Oyer £12,500 to £50,000 20%
Higher-rate® Ower £50,000 to £150,000 | 40% Over £50,000 to £150,000 40%
Additional-rate® Above £150,000 45% Above £150,000 45%

*The personzl zllowance is reduced by £1 for every £2 of income from £100,000 to £125 000 (2015,/20, £125 000).

National Living Wage

The national living wage applicable to over-25s increases by 6.2% from £8.21 an
hour to £8.72 an hour from April 2020.

National Insurance Contributions

The threshold for class 1 primary contributions paid by employees and the class 4
national insurance contributions (NICs) paid by the self-employed will increase from
£8,632 to £9,500 for 2020/21.

The class 2 NICs rate for the self-employed will increase from £3.00 per week to
£3.05 per week from April 2020. Class 2 NIC is payable by 31 January following the
end of the tax year.
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Personal Taxes
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Personal Lifetime allowance

The lifetime allowance for pension savings increases for 2020/21 from £1,055,000
to £1,073,100.

Capital Gains Tax

From 6 April 2020, the annual exempt amount for individuals and personal
representatives will increase from £12,000 to £12,300. For trustees of settlements,
the annual exempt amount will increase from £6,000 to £6,150.

Disposal of UK residential property

UK residents who sell a residential property in the UK on or after 6 April 2020 may
have to report the gain and pay any capital gains tax owed to HMRC within 30 days
of completion.

Lettings relief
From April 2020, letting relief will only be available in circumstances where the
owner of the property is in shared occupancy with the tenant.

Private residence relief
In most cases, the final-period of exemption will fall from 18 months to nine months
from April 2020.

Pension tapered annual allowance

From 6 April 2020, threshold income will increase from £110,000 to £200,000. The
adjusted income will increase from £150,000 to £240,000 and the minimum
reduced tapered allowance will be decreased from £10,000 to £4,000.

Residence nil-rate band

The residence nil-rate band for inheritance tax increases from £150,000 to
£175,000 from 6 April 2020.
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Personal Taxes

Company van, car and fuel benefit

From 6 April 2020, the flat-rate van benefit charge increases from £3,430 to £3,490,
and the flat-rate van fuel benefit increases from £655 to £666. Any future rises will
be in line with consumer price index (CPI). A nil rate will apply to zero-emission vans
that fall within the van benefit charge from April 2021.

The car fuel benefit multiplier increases from £24,100 to £24,500 from 6 April 2020
and will rise in line with the CPI thereafter. The Government will introduce new
company car benefit-in-king rates, with reductions for electric and certain hybrid
cars. Rates for cars first registered from 6 April 2020 will increase by 1% in 2021/22
and a further 1% in 2022/23. Rates will then be frozen until 2024/25.

ISAs

The adult ISA annual subscription limit remains at £20,000 for 2020/21 and will rise
thereafter in line with CP1.The junior ISA annual subscription limit and the child trust
fund annual subscription limit both increase from £4,368 to £9,000.

Top-slicing relief on life insurance policies

For gains made on or after 11 March 2020, any allowances and reliefs within the
top-slicing relief calculation must be set as far as possible against other income in
preference to the gain. The personal allowance will be reinstated within the
calculation of top-slicing relief.

Loan Charge

The Loan Charge will apply to loans made between 9 December 2010 and 5 April
2019, or loans made prior to the 2016/17 tax year - where a reasonable disclosure
had been made to HMRC.

Individuals affected by the loan charge will be able to elect to split their loan balance
over the tax years 2018/19, 2019/20 and 2020/21. In relation to 2018/19,
individuals will not face any late payment penalties or
interest, provided a return is filed and payment made by 30 September 2020.
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Business

Company van, car and fuel benefit

The main rate of corporation tax will now remain at 19% from 1 April 2020, despite
original plans to reduce this to 17%. This remains the lowest headline rate in the
G20.

Additionally, it was announced that the main rate of corporation tax will be set at
19% for the financial year beginning 1 April 2021.

Employment Allowance

With effect from April 2020, the employment allowance will increase from £3,000 to
£4,000.

In contrast, access to the employment allowance will be restricted to employers
whose national insurance contributions liability in the previous tax year was less
than £100,000.

Capital Allowances

The availability of first year capital allowances of 100% for zero-emission cars (as
opposed to those cars not exceeding 50 g/km), zero-emission goods vehicles or
equipment for gas refuelling stations for use in the business will be extended from
April 2021 to April 2025.

The main writing-down allowance of 18% will only apply to cars with emissions of up
50g/km.

The special rate writing-down allowance of 6% will apply to cars with emissions
above 50g/km. This is a reduction from the existing threshold of 110g/km.

The new 50g/km threshold will also apply for determining the lease rental restriction
for the costs of hiring business vehicles for more than 45 consecutive days.
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Business

Business Rates

There were a wide range of changes announced in relation to business rates.

It was already announced that from 1 April 2020, for one year, the business rates
retail discount for properties with a rateable value below £51,000 in England will
increase from one third to 50% and will be expanded to include cinemas and music
venues.

In response to COVID-19, the retail discount will be increased to 100% and
expanded to include hospitality and leisure businesses.

An increase from £1,000 to £5,000 business rates discount for pubs in England with
a rateable value below £100,000 for one year from April 2020.

The £1,500 business rates discount for office space used by local newspapers in
England will be extended for a further five years until 31 March 2025.

Entrepreneurs’ Relief

The lifetime limit on qualifying disposals eligible for the 10% tax rate is reduced from
£10m to £1m for disposals made on or after 11 March 2020.

Any entrepreneurs’ relief claimed on previous qualifying gains must be taken into
account when establishing the extent of the lifetime limit still available.

There are special provisions for disposals entered into before 11 March 2020. In
such cases, the disposal would be subject to the £1m cap, unless it can be
demonstrated that the contract was not entered into to obtain a tax advantage and,
where the parties are connected, the contract must have been entered into for
wholly commercial reasons.

www.churchill-knight.co.uk



Business
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Research and development relief PAYE cap

The introduction of the PAYE cap on the payable tax credit in the SME research and
development scheme will be delayed until 1 April 2021.

Deductions for home working

From April 2020, the flat-rate expense available to employees to cover additional
household expenses, where they are required to work at home, will increase from
£4 per week to £6 per week.

Off-Payroll Working Rules

As previously announced, the Government has completed a review of the reform to
off-payroll working in the private sector and, as planned, the rules will be
implemented on 6 April 2020.

HMRC has since announced that off-payroll in the private sector will be delayed until
April 2021, as part of the measures to support businesses through the Coronavirus
pandemic.
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Reverse charge VAT in the construction industry

Firms in the construction industry are reminded about the domestic reverse charge,
which was initially announced in Budget 2018 and seeks to reduce fraud.

It will be similar to the construction industry scheme and will see contractors
accounting for VAT on supplies by their subcontractors when those supplies will be
recharged on by the contractor.

The scheme could require firms in this sector to update their accounting systems
and could result in an impact to some businesses’ cashflow position.

It was scheduled to be introduced in October 2019, but was postponed at the last
minute. It will be introduced on 1 October 2020 and may be very important to a
number of businesses in this sector.

VAT and digital publications

Zero-rate VAT will also apply to digital publications of books, newspapers,
magazines or academic journals from 1 December 2020.

The EU rules in respect of electronic publications were actually relaxed in October
2018 allowing such publications to be treated the same as hard-copy titles.

However, the intended change to the UK rules follows the recent relatively
high-profile News Corp case, which saw the electronic versions of The Sun and The
Times newspapers found to be zero-rated.

It also overturns HMRC'’s recent Revenue and Customs Brief 1 (2020), which
suggested it was of the opinion that other digital publications would remain
standard-rated following the case.

Keep an eye on our blog for the latest information about the

reverse charge and how you can prepare for it.
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VAT

The UK will implement legislation to bring the EU ‘quick-fix’ legislation into UK law.
This will apply during the transition period and for UK purposes, it will mainly relate
to ‘call-off stock’.

Many of the other EU quick fixes, such as the need to put EU VAT numbers on
invoices, already apply.

The rules that apply to ‘call-off stock’ can be complex but can allow businesses
storing goods in other EU member states to avoid the need to register for VAT there.
If a business is likely to store goods overseas during the transition period, it will
probably require further advice. The documentation also mentions the concept of
postponed accounting, which will come into play after the end of the transitional
period.

From 1 January 2021, postponed accounting will apply to all goods coming into the
UK, including EU goods. The VAT will be accounted for on a business’s VAT return in
a similar way to the acquisition tax, which currently applies to EU acquisitions of
goods.

Last but not least, there will be two consultations in respect of the VAT treatment of
goods.

One will relate to goods supplied to the UK by overseas sellers.

This will be open to interested stakeholders and will consider low-value imports and
goods which are located in the UK.

The other will look at tax and duty-free goods.
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VAT

Following a consultation, the Government will introduce new entry and exit rules for
the agricultural flat-rate scheme (AFRS) next year. These changes will kick in from
1 January 2021:

Businesses can join the AFRS when their annual turnover for farming-related
activities is £150,000 or less.

Businesses must notify HMRC once their annual turnover for farming-related
activities exceeds £230,000 to be deregistered for the scheme and registered for
VAT instead.

Non-farming businesses with turnover exceeding £85,000 will still be required to
register for VAT and will be ineligible to use the AFRS.

An industry working group is to be formed to consider the future application of VAT
to financial services.

In the meantime, the Government will be legislating in order to widen the scope of
the VAT exemption for the management of special investment funds.

www.churchill-knight.co.uk 1



Duties
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Stamp duty land tax surcharge on non-UK residents

With effect from 1 April 2021, a 2% stamp duty land tax surcharge will apply to
non-UK residents purchasing residential property in England and Northern Ireland.

Stamp duty and stamp duty reserve tax

On the transfer of unlisted securities to connected companies, the Government
previously introduced a targeted market value rule to prevent artificial reduction of
the tax due on share acquisitions when listed shares were transferred to a connected
company.

Spring Budget 2020 announced this rule will be extended to unlisted companies in
order to prevent further tax avoidance.

As part of this change, legislation will be amended to prevent a double tax charge
arising on certain company reorganisations.

Alcohol duties

The duties on alcoholic drinks — beer, cider, wine and spirits — are all being frozen.

Fuel duty

There has been a freeze on fuel duty for the last 10 years, and this continues for at
least another year.

Tobacco duty
Most tobacco duties will increase by RPI plus 2% with immediate effect.

The exception is hand-rolling tobacco which will suffer an increase of RPI plus 6%.
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Duties

Air passenger duty

Long-haul air passenger duty (APD) will increase by the Retail Prices Index (RPI)
with effect from 1 April 2021, with short-haul rates remaining frozen at £13.

The rates are announced a year in advance to give industry sufficient advance

notice. The rates applying from 1 April 2021 are as follows:

Destination bands Reduced rate Standard rate Higher rate
Band A £13 £26 £78
Band B £82 £180 £541

*APD rates for flights starting fram UK zirports, excluding Morthern Ireland, and the Scottish Highland: and Izlands region.

Vehicle passenger duty

The government has announced vehicle excise duty (VED) rates for cars, vans and

motorcycles will increase in line with the RPI from 1 April 2020.

Starting from 1 April 2020, any zero-emission vehicle with a list price exceeding
£40,000 registered from 1 April 2017 to 31 March 2025 will be exempt from the VED
‘expensive car’ supplement.

As a client of ours, you are eligible for a free, no-obligation

financial consultation to help you plan ahead and reduce your
tax liability - visit our website for more information.

www.churchill-knight.co.uk
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Other

Plastic packaging tax

A new plastic packaging tax will take effect from 1 April 2022 at a rate of £200 per
tonne.

This will apply to plastic packaging produced in, or imported into, the UK that does
not contain at least 30% recycled plastic.

The lead time is intended to give those businesses affected time to adapt.

The Government intends to publish draft legislation later this year for consultation,
which will address an exemption for producers and importers of small quantities of
plastic packaging, as well as how the tax will be collected, recovered and enforced.

Red diesel relief

From April 2022, the Government will remove the entitlement to the use of red
diesel and rebated biofuels although exceptions will be in place for agriculture, rail
and for non-commercial heating.

There will also be a consultation on whether the exceptions should be widened to
include other specific industries.

The measure is aimed at incentivising business to move to greener alternatives.

Climate change levy

As previously announced, the Government’s intention to make gas and electricity
rates equal by 2025.

In order for the UK to meet its net-zero commitment, the Government recognises
that it must continue to remove incentives to choose gas over electricity.

With this in mind, the rates on electricity are being frozen, while the rate on gas will
rise to £0.00568/kWh in 2022/23 to £0.00672/kWh in 2023/24.
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Other

Aggregates levy

The Government will freeze the aggregates levy rate in 2020/21 and will publish its
next steps as part of the comprehensive review of the levy.

Landfill tax

Landfill tax is charged in England and Northern Ireland on material disposed of at a

landfill site.

It aims to encourage recycling and composting, and to minimise material going to

landfill.

Standard and lower rates are being increased on 1 April 2020 by RPI as follows:

Material sent to landfill

Rates from 1 April 2019

Rates for 1 April 2020

Standard rated

£91.35/tonne

£94.15/tonne

Lower rated

£2.90/tonne

£3.00/tonne

Housing co-operatives

Two new reliefs were announced:

Qualifying housing will be exempt from the annual tax on enveloped dwellings

(ATED).

The 15% stamp duty land tax flat rate will not apply to housing co-operatives
on purchases of dwellings over £500,000.

The stamp duty land tax relief in England and Northern Ireland will take effect from
Autumn Budget 2020 and the UK-wide ATED relief from 1 April 2021, with a refund

available for 2020/21.

www.churchill-knight.co.uk

15




B hurchillknight’

& Associates Ltd

Accountants
Experts for Experts

Comprehensive Services for Contractors
® Limited Company
® Umbrella Company
® CIS
® Sole Trader Accountancy
® Small Business Accountancy
® Personal Tax
® Landlord Accountancy

® OQutsourced Payroll

Call us now on: 01707 871622
Email us now at: enquiry@churchill-knight.co.uk

1st Floor ® Metropolitan House @ Darkes Lane @ Potters Bar @ Hertfordshire ® EN6 1AG
Email: enquiry@churchill-knight.co.uk @ Tel: 01707 871622 @ www.churchill-knight.co.uk
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