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Autumn Budget 2017

Looking at the headlines before the budget you could be forgiven for thinking that

Philip Hammond was the condemned man, about to present the toughest budget fora
generation. Roll forward to lunchtime and when “box office” Phil stood up to entertain the
nation he appeared relaxed - even relishing his time in the spotlight, and certainly enjoying
baiting the opposition benches, with the predictably noisy reaction. You certainly wouldn’t
have thought his job was at risk; or maybe it was the performance of aman who had
nothing to lose.

There were the usual set piece attempts at comedy — the skit with the cough sweets went
down well on the government benches, the Top Gear reference worked reasonably well,
even if it was signposted and wasn't particularly original. The one that did fall a bit flat was
the “three steps” to solving the problem of the “staircase tax” - the old adage of “if you
have to explainit...” probably applies.

He seemed less comfortable dealing with a couple of thorny issues - the downgrades to
growth from the OBR and announcing help to smooth the introduction of universal credit
were both delivered with his eyes firmly fixed on his notes - “if | don’t look at anyone it will
befine”.

When it came to the deficit and debt he felt he was on stronger ground as the OBR figures
supported a story of a reducing debt burden even if, as Paul Johnson of the IFS pointed
out, the future headroom for meeting his target has halved since the spring.

One of the first things that we did find out was that whatever the final Brexit “divorce”
settlement amounts to the UK has already spent £700m on Brexit preparationsand a
further £3bn is being set aside to fund future costs.

If there was a theme, it was about looking forward to “embrace the future” - the nextand
future generations received 11 mentions in all. It was also interesting that in the text of the
speech published on gov.uk you'll see [political content removed] no less than 12 times
indicating that he is just as capable as George Osborne in making political capital. He
particularly enjoyed making the comment about having his “ear bent by my 13 Scottish
Conservative colleagues” - a phrase that's not been uttered for a very long time.

We had two mentions of the inevitable “northern powerhouse” but in both cases they were
accompanied by the more recent “midland’s engine” — just so that no-one felt left out.

As is now the case the actual tax announcements in the speech were thin on the ground
and when they did come there was very little detail, not that we expected it. We found out
that the personal allowance and basic rate threshold will be raised, despite rumours of
them being frozen; the VAT threshold will be frozen, despite rumours of it being reduced
based on the Office for Tax Simpilification’s recent report (probably the only moment of
jeopardy when we were guessing “will he, won'the”); the fuel duty rise will be cancelled
again, - and apparently that has cost the treasury, or saved drivers, £46bn since 2010.

Onthe anti-avoidance front there were also mentions of income tax applying to

royalties paid to low taxjurisdictions where they related to UK sales, and making online
marketplaces jointly liable for VAT due from the sellers that operate through them
showing, according to Mr Hammond, the government’s commitment to leading the charge
inthe OECD to deal with the challenges posed by digitalisation.

As usual I'll leave the analysis of the detail to the Tolley experts but | am extremely grateful
for their hard work and dedication, working tirelessly into the evening and night to bring you
atouch of insight on not only what the announcements are, but also what they mean to
you and your clients. We are also very lucky to have a large team supporting us and making
itall possible. We hope you find the commentary useful.

Simon Groom
Director of Tax Content Transformation
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Autumn Budget 2017 —
IHT, Trusts and Estates
overview

The Chancellor, Philip Hammond, delivered his Autumn Budget on

22 November 2017. This was the first formal Budget delivered in the
Autumn, replacing the Autumn Statement that usually takes place
around this time. The idea behind the change in the timetable is to allow
sufficient time for drafting, consultation and parliamentary scrutiny on
new legislation before the start of the next tax year. Finance Bill 2018

will be published on 1 December 2017 and is expected to receive Royal
Assent before the start of the 2018/19 tax year.

Unsurprisingly, in the light of the government’s other preoccupations,
no new measures were announced relating to inheritance tax, but there
were some provisions that will have an impact on trusts, particularly
offshore trusts, estates and charities.

Offshore trusts

In his Budget speech the Chancellor was keen to highlight what the
government has already done to tackle anti-avoidance. The Treasury
took the somewhat unusual step of publishing a document, along with
other Budget papers, that summarises all the anti-avoidance measures
that have been introduced since 2010. The list has an unmistakable
international flavour, indicating that many avoidance strategies depend
on transferring wealth offshore. Reference is made to the publication
of the ‘Panama papers’, which has led to 66 criminal and civil tax
investigations by HMRC, and, more recently, the ‘Paradise papers'.

Recent and proposed changes to the taxation of non-resident trusts
arise in the context of this offshore anti-avoidance theme, which has
made a regular appearance at every recent Budget. Most recently,

the changes to deemed domicile status in F(No2)A 2017 had a
consequential effect on the taxation of payments from non-UK resident
trusts (to those becoming deemed domiciled). See the Domicile

for UK inheritance tax guidance note. Certain “trust protections”

were included in F(No2)A 2017, but further anti-avoidance proposals
were included in the draft clauses for Finance Bill 2018, published in
September 2017. Announcements in today’s Budget build on those

measures. Itis helpful to look at the complete package to understand
what is going on.

Changes already legislated

Income or gains arising in non-UK trusts with UK resident settlors may
be attributed to the settlor when the settlor has an interest in the trust.
However, a non-domiciled settlor, using the remittance basis, has the
option of avoiding tax on the income or gains by not remitting them.
The introduction of deemed domicile status forincome taxand CGT
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purposes would, without any amending provisions, impose a
charge on those long-term residents who become deemed
domiciled, having created their excluded property trustin
good faith.

TCGA1992,s 86; ITTOIA 2005, s 624

Finance (No2) Act 2017 provides protection for those settlors
by disapplying the attribution rules. The relief does not apply
to those becoming deemed domiciled with a UK domicile of
origin (condition A non-doms).

F(No2)A 2017, Sch 8 paras 18-36

At the same time as providing some relief, Finance (No2) Act
2017 introduces a limiting anti-avoidance provision if income
is paid to close family members (generally, spouses and
children) who would not be taxed on it because they are non-
resident beneficiaries, or they are UK resident beneficiaries
taxable on the remittance basis.

Proposals for Finance Bill 2018

Although the government offered some protection to offshore
trusts in Finance (No2) Act 2017, the capital payments rules
are tightened up in other respects in Finance Bill 2018. Capital
payments to UK resident beneficiaries from non-UK resident
trusts incur a tax charge on the beneficiary. The charge is
calculated by matching payments to beneficiaries with capital
gains arising within the trust. If there are no unmatched gains
within the trust, the payments avoid a tax charge on the
presumption that the payment comprises original capital.

See the Tax on capital payments from non-resident trusts

on) payments to UK residents. Payments to temporary non-
residents will be disregarded until the person returns to the UK.

In addition, where a payment is made to a beneficiary who is
arelative of the settlor, and the settlor is resident in the UK,
the payments will be taxable on the settlor. This rule applies
regardless of whether the beneficiary is UK resident. Arelative
of the settlor is a spouse, civil partner or child of any age.

Finally, complex rules will be introduced to tax ‘onward gifts’.
Where a payment or benefit has been received by an individual
who does not pay tax on the distribution (because he is non-
resident or aremittance basis user), and he then makes an
onward gift to a UK resident, the UK resident is treated as if
they had received the payment from the trust.

The effect of these latest amendments is to somewhat curtail
the trust protections included in the previous Finance Act.

Other offshore anti-avoidance

Other anti-avoidance proposals confirmed in the Autumn
Budget paras 3.66-3.67 include a requirement to notify
HMRC of new offshore structures and an extension of the time

limit for assessment.

A consultation document published in December 2016
discussed imposing an obligation on all persons involved in
creating or promoting offshore avoidance arrangements,
which might include both UK based and non-UK based
persons or businesses. The suggested arrangements for
notification mirror those for DOTAS. See the DOTAS —
notifiable IHT schemes guidance note. Examples of the type

guidance note.

TCGA1992,s 87

An established tax planning strategy is to take advantage of
the strict matching rules where there are both UK resident
and non-UK resident beneficiaries. By paying non-UK resident
beneficiaries first, their payments are matched to the trust
gains in priority to the payments to UK resident beneficiaries.
Theresultis that the tax charge on the UK residents can be
reduced because the matchable gains have been used up

on the non-residents not subject to UK tax. This process is
sometimes referred to as ‘washing out’ the gains.

The Autumn Budget OOTLAR confirmed that, following
consultation, Finance Bill 2018 will include the provisions
trailed in the draft clauses published in September 2017,
subject to only minor amendments.

The essence of the new rules is to disregard capital payments
to non-UK residents when applying the matching rules so
that gains remain available to be matched to (and charged
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of structures targeted are given in the consultation document.
They include offshore trusts and companies. HMRC's
response to the consultation will be published on 1 December
2017.New legislation is to be taken forward with the OECD and
the EU.

The extended time limit for non-deliberate offshore tax non-
compliance will be extended to 12 years of back taxes.

Taxation of trusts — simplification

Perhaps as light relief from the ever increasing complexity of
anti-avoidance legislation, trusts and estates practitioners will
be interested to hear that the government intends to publish
a consultation (Autumn Budget para 3.9) on ‘how to make

the taxation of trusts simpler, fairer and more transparent’. No
further details are given, though it is assumed that this will be
confined to income tax, since previous recent consultations
have focussed on IHT. The original proposal to ‘simplify’
inheritance tax on trusts went through three consultation
cycles, and the final changes bore almost no resemblance to
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the original suggestions. For a reminder of the ‘simplification
journey’, see the Calculation of principal (10 year) charge
before 18 November 2015 guidance note. We imagine that

neither the government nor practitioners wish to revisit that
particular aspect of trusts taxation. Income tax for trusts, on

the other hand, has not been overhauled for some time. The
last major revision was the Vulnerable Beneficiary provisions
of 2005, which by commmon consent among practitioners
did not achieve the stated intention. See the Vulnerable

beneficiary trusts guidance note. And that revision was itself
a cut-down version of a more ambitious project. So it seems
likely thatincome tax for trusts is due for scrutiny.

The taxation of trusts has suffered in recent years from the
fallout from mainstream amendments to income tax. Close
observers of the legislative process will have noted that the
effect on trusts of a new piece of income tax law is all but
overlooked until a tinkering amendment is squeezed in at the
eleventh hour. The most obvious recent example of this is

the abolition of the dividend tax credit and deduction of tax
at source on interest. Trusts do not benefit from the savings
nil rate band and dividend nil rate band, which relieve many
individuals of a tax liability on modest investment income. The
simplification for individuals has imposed heavier compliance
burdens on trusts because now that tax is not credited or
deducted at source, many trusts have been brought into self
assessment to declare and pay income tax.

With the advent of the new trusts register, the introduction
of which has been fraught with problems and delays,
practitioners may welcome any proposals that lessen their
administrative burden.

Other candidates for review are:

> the mismatch between the tax held in the tax pool
and the tax credits available for beneficiaries. See the
Discretionary trusts — tax pool guidance note.

> the general compliance procedure of trusts paying tax and
beneficiaries claiming it back

> therules for settlor-interested trusts which are complex
and based on historic rates of income tax. See the Settlor-
interested trusts — calculations and compliance
guidance note.

We await further details on the substance and timings of

this consultation. It is to be hoped that at least some of the
anomalies mentioned will be addressed, and practitioners are
encouraged to give their opinion.
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Marriage Allowance

Individuals (and personal representatives) will soon be able to
claim the transferable tax allowance where one or both parties
to the marriage or civil partnership has died.

The transferable tax allowance (or ‘marriage allowance’) is a
mechanism whereby 10% of an individual’s personal income
tax allowance can be transferred to a spouse or civil partner.
The rules are subject to fairly strict criteria and are confined
only to those couples who are both basic rate tax payers. For
areminder of the current provisions, which applied from 6
April 2015, see the Personal allowance guidance note in the
Personal Tax module.

ITA 2007, s55B

Legislation will be introduced in Finance Bill 2018 to

amend Sections 55B to 55D. The new rules, effective from

29 November 2017, will allow an individual to claim the
transferable tax allowance from a predeceased spouse or civil
partner. The claim, which can be backdated four years, can
also be made by the personal representatives of a deceased
taxpayer (even where the spouse or civil partner has also died).

The measure corrects unfairness in the current system, which
requires the transferor to make the election. Obviously if the
person has died, he cannot make an election. The transfer

is more likely to apply to a couple in the year in which one
spouse dies than in a normal year. Where a person dies part
way through the tax year, his or her income is more likely to fall
below the personal allowance. For example, where a person
with an annual income of £40,000 dies before the end of
June, the spouse will be entitled to claim the transferable tax
allowance because the deceased spouse’s income for the
three months to the date of death is only £10,000.

It cannot be claimed where the couple are eligible for the
married couple’s allowance (MCA) because one of them was
born before 6 April 1935. Depending on the age of the parties,
practitioners will need to consider one of the transferable
allowances when finalising tax liabilities to date of death.

Charities — Gift Aid donor benefit rules

Following the November 2016 responses to the Simplifying
the Gift Aid donor benefit rules consultation (which
included further consultation questions), the government will
legislate in the ‘Finance Bill 2018’ to simplify the donor benefit
rules that apply to charities that claim gift aid tax relief on
donations.
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The changes will have effect on and after 6 April 2019.

Where an individual makes gifts to charity (that qualify for

gift aid) they can receive benefits from that charity without
affecting the gift aid relief, provided the value of the benefits is
within certain limits.

ITA2007,s 418

The current three monetary thresholds that charities have to
consider when determining the value of benefit they can give
to their donors will be replaced by two percentage thresholds:

> the benefit threshold for the first £100 of the donation will
remain at 25% of the amount of the donation

> for larger donations, charities will be able to offer an
additional benefit to donors up to 5% of the amount of the
donation that exceeds £100

The total value of the benefit that a donor will be able to
receive remains at £2,500 (or £500 where the gift was made
before 6 April 2011).

Four extra statutory concessions that currently operate in
relation to the donor benefit rules will also be brought into
legislation:

> the split payment rule — if the charity can accurately
establish a benefit’'s market value and that product is sold
separately and offered to the general public, the charity
can deduct its market value from the gross donation and
claim Gift Aid on the rest of the money donated
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> averaging method — the charity can average the cost of
a benefit over a number of donors (for example, if the
benefitis a dinner the charity would divide the overall cost
by the number of guests attending the meal)

> 10 vyear rule for a ‘lifetime’ benefit — for a lifetime benefit,
the total cost of a benefit is valued over a 10—year period

> literature is of inconsequential value — broadly, literature
that describes or promotes the work or objectives of the
charity is assigned no financial value.

A summary of responses to a consultation on simplifying the
gift aid donor benefit rules will be published on 1 December
2017.

Tax administration and compliance

The government has announced that the Certificate of Tax
Deposit (CTD) scheme will end on 23 November 2017.

Historically, taxpayers were able to deposit funds with HMRC in
respect of certain tax liabilities. This was particularly attractive
in estates where the valuation of assets was problematic — it
allowed executors to prevent interest from accruing while

final valuations were confirmed. It was also useful where tax
was payable under the instalment option. It would allow the
overpayment of instalments without triggering the whole
liability. See the Payment of IHT on death guidance note.

The good news is that those who hold existing certificates with
HMRC will be able to redeem them until 23 November 2023.
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RESEARCH

No matter what sort of organisation you work in,
it’s hard to stay fully informed on all the important
new tax cases and amendments to tax legislation.
Your clients want you to be able to take advantage
of new tax planning opportunities. Your employer
needs to be sure that your advice reflects the
latest changes to compliance rules.

You can trust Tolley’s comprehensive range of tax products to make it
easier than ever to keep up-to-date with the constant changes in tax
and find all the details you need. Tolley’s products are written by tax
specialists for tax specialists and designed to suit the way you work.

Five reasons to rely on Tolley for your research

1. Authoritative, trusted, comprehensive information

2. Flexible delivery: online, in print or both

3. Pricing to suit the needs of your business

4. Intuitive online search for faster results

5. Enhanced with news alerts, updates and cross-references

Tolley®Library

For the whole picture, including analysis and commentary plus cases
and legislation, and the broadest choice of our books, looseleafs and
magazines, subscribe to Tolley®Library.

We're proud that it’s the most user-friendly online library for tax and
accountancy practitioners, containing the most comprehensive,
up-to-date and trusted information. And you can manage your costs
with subscriptions and payment options that fit the size and style of
your business.

Blending the best of the traditional and the modern, we've

built Tolley®Library Light to give smaller practices online access to our
most popular titles. It's easy to search, always up-to-date and keeps
your costs in control — and you benefit from links to the relevant HMRC
manuals. Optin to regular news updates to keep in touch with the areas
of tax that most interest you.

For more information on research visit
tolley.co.uk/research
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PRACTICAL GUIDANCE

Unduerrisk is often the result of misunderstanding.
Mistakes occur when the way ahead isn't clear.

With us by your side, there’s no need to have sleepless nights fearing
litigation for inaccurate or incorrect advice - or not meeting HMRC
statutory requirements. We give you the tools to check that nothing
slips your mind, and help us provide evidence that you have taken
reasonable care.

Five reasons to choose Tolley for practical guidance

1. Written by tax experts, based on real-life experience

2. Guidance that's detailed, practical and reliable

3. Information that’s robust, up-to-date and complete,
and stands up in court

4. Acts as a simple refresher or a step-by-step guide

5. Modular format helps you to control your costs

Tolley®Guidance

Tolley®Guidance is written by tax experts, who use their knowledge and
experience to explain how tax really works. Expand your understanding,
refresh your knowledge and explore new areas of specialism.

The taxindustry is renowned for its complexity and its speed of change.

Tolley®Guidance provides answers that are straightforward and up-to-
date.

Find practical, technical commentary on unfamiliar areas, with
easy-to-apply examples based on real-life cases. Get step-by-step
help to tackle the issue, with simple to understand “how-to” guides
and easy to complete template documents. For many of our clients,

Tolley®Guidance reduces their need to use external specialists, and that
canonly reduce your costs.

We've worked with tax practitioners to create a modular service so
you can choose the subject areas that are right for your business.
Whatever your question, on whatever aspect of tax, you can find
guidance, tools and associated information quickly, easily and with an
eye on controlling your costs.

For more information on practical guidance visit
tolley.co.uk/practicalguidance
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CPD/DEVELOPMENT

Passing your tax exams is just a part of your
learning. Continuing professional development is
important because it ensures you continue to be
competent in your profession.

You can achieve a certain amount of learning ‘on the job’, but you need to
bolster that with regular formal education and training. It’s certainly worth
the time investment. Professionals who plan their skills development
tend to make faster progress in their careers, in the direction they
choose. Tolley’s professional development products and services make
it easier, with a wide choice of subject matter and delivery routes.

Online

Designed to help tax and accountancy professionals quickly and easily
expand their knowledge and keep up-to-date with the latest insights
Tolley®CPD is your essential e-learning tool.

Get our leading lecturers' view of what's going on in tax, accountancy

and audit with our monthly Seminars Online, on your desktop, laptop or
mobile. Need a refresher or keen to expand your knowledge, access our
annual 15-minute interactive Tax Tutor tutorials. Or if you want to stay on
top of what's going on with VAT, access lectures from VAT experts with

VAT Update.
Our online tax law Webinars also let you pose questions to tax barristers

and discuss the latest issues with other attendees in the live sessions, as
well as watching again how and when you like.

Magazines and Journals

For the ultimate in flexible learning, it’s hard to beat our magazines
- Taxation, Tax Journal or Tax Adviser. Browse and learn, in print or

onling, across everything that's going on. They're the simplest way to make
sure you're always right up-to-date with what matters in your areas of tax.

For more information on CPD visit
tolley.co.uk/cpd



https://www.tolley.co.uk/products-and-services/cpd-personal-development/online/online-cpd-seminars
https://www.tolley.co.uk/products-and-services/cpd-personal-development/online/tax-tutor
https://www.tolley.co.uk/products-and-services/cpd-personal-development/online/vat-update
https://www.tolley.co.uk/products-and-services/cpd-personal-development/online/webinars
https://www.tolley.co.uk/products-and-services/cpd-personal-development/magazine-and-journals/taxation
https://www.tolley.co.uk/products-and-services/cpd-personal-development/magazine-and-journals/tax-journal
https://www.tolley.co.uk/products-and-services/cpd-personal-development/magazine-and-journals/tax-adviser
https://www.tolley.co.uk/cpd

QUALIFICATIONS

Whether you're just starting out in tax or
accountancy, or already have years of experience,
its hard work gaining the qualifications you need

to progress in your career. Tolley®Exam Training
can help you succeed in gaining those vital tax
qualifications. We are experts in tax and our exam
pass rates are the best in the industry. And we can
help you right from the start, when you're choosing
the qualification that'’s right for your experience
and your interest.

Association of Taxation Technicians (ATT) qualification
Once you're working in tax compliance, you can demonstrate your
competence with The Association of Taxation Technicians (ATT)

exam. Tolley Exam Training gives you the choice of mixing traditional
correspondence courses with live lectures and online training, so you can
design your learning to fit your location and your work.

Chartered Tax Advisor (CTA) qualification

If you want to widen your possible career routes then you also need to

be able to give advice to clients. The Chartered Tax Advisor (CTA)
qualification from the Chartered Institute of Taxation is the highest level
tax qualification in the UK. Our experts are on hand with practical advice
on exam choices that can save you hours of study as well as helping you
to succeed.

Advanced Diploma in International Taxation (ADIT)

The Advanced Diploma in International Taxation (ADIT) meets the
demand, both in and outside the UK, for a specialist qualification for
international tax practitioners in the corporate area. It recognises
that international tax advisers need to understand more than one
tax system. So talk to us, we're one of the very few bodies in the UK
who can prepare you for the Advanced Diploma in International

Taxation (ADIT).

For more information on qualifications visit
tolley.co.uk/qualifications



https://www.tolley.co.uk/products-and-services/exam-training/att
https://www.tolley.co.uk/products-and-services/exam-training/att
https://www.tolley.co.uk/products-and-services/exam-training/cta
https://www.tolley.co.uk/products-and-services/exam-training/cta
https://www.tolley.co.uk/products-and-services/exam-training/adit
https://www.tolley.co.uk/products-and-services/exam-training/adit
http://www.tolley.co.uk/qualifications

As the UK'’s only provider of critical tax information, in-depth
reference, ground-breaking training and learning resources and
unique market insight, Tolley is there by your side with four product
families designed for tax professionals working on The Front Line.

Research | Practical Guidance | CPD/Development | Qualifications

Visit
or calluson 03311611234

Tolley, Lexis House, 30 Farringdon Street, London, EC4A 4HH
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