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No real surprises, but compliance and enforcement 
remains centre stage for the foreseeable future.

Almost certainly the biggest surprise was the announcement 
(pre-released in Wednesday morning’s Daily Telegraph) 
of the intention to abolish self-assessment returns for 
individuals and small businesses. / is was duly con� rmed 
as a centrepiece of the Budget speech – and in the Budget 
overview document under the heading ‘Making taxes
easier’. / e outline proposal is to create a system of ‘digital 
tax accounts’ whereby taxpayers can (somehow) return 
their taxable income and gains in real time – and pay more 
‘5 exibly’. Of course, it rather begs the question of whether the 
overriding intention is to ‘make taxes easier’ for taxpayers – 
or for HMRC? ‘Both’ would be the chancellor’s likely answer.
/ e main concern here is that a new regime of tax reporting
makes it much easier for future governments to increase
powers (particularly in relation to information gathering)
without appropriate or commensurate safeguards. Likewise,
it creates a template for a gradual move to ‘equivalent’
treatment for self-employed people to those on PAYE, i.e. a 
monthly payment on account of tax. / is has the potential 
to remove the cash5 ow advantage which is such a signi� cant
bene� t for small business. A ‘roadmap’ setting out the
proposals and a consultation on a new payment process
(leading to legislation) is promised for the next Parliament. It 
is almost inconceivable that a Labour-led government would
not wish to press ahead with this proposal, so we can await
developments with great interest. Put some time aside to
respond to any consultation that leads to a ‘dumbing down’
of taxpayers’ rights.
/ e other big announcement – already much trailed

– will not be made until / ursday 19 March (aD er this
edition of Tax Journal goes to press). / is is the proposal
for new criminal oE ences relating to tax evasion and
penalties, speci� cally aimed at those who ‘facilitate’ or 
promote it (principally the banks in the wake of the Swiss
banking ‘saga’ that so dominated the news in February).
/ e chief secretary to the Treasury was stated as being
due to make this announcement, which was originally a
Liberal Democrat proposal. / e Conservatives seem to have
endorsed it as well – and, once again, it would be very odd 
if Labour did not press ahead with its introduction – or
possibly something even stronger. Once again, therefore, we 
can expect a consultation and in due course (probably in the 
Autumn Statement) draD  legislation. One ‘dog that did not 
bark’ once again was the chancellor’s own proposal from 
April last year of a strict liability oE ence relating to oE shore
tax evasion – which was consulted on in the Autumn of 
2014, but in respect of which no mention was made in the 
last Autumn Statement. / is might be one of the oE ences
announced by the chief secretary.

Something of a surprise was a suite of announcements
around disclosure facilities. / e existing (and long running)
Liechtenstein disclosure facility will be closed three months
prematurely, in December 2015, whilst the life of the Crown
Dependencies disclosure facility will be shortened by nine
months and will end at the same time. In their place will come
a ‘new disclosure facility’ (NDF) relating to tax evasion, but
on much less generous terms (penalties in excess of 30% and,
most signi� cantly, no guarantee of immunity from criminal
investigation). In the � rst place, this really does mean that
there is a ‘burning platform’ in respect of disclosures that have
not already been made. Taxpayers with oE shore accounts – and
particularly those who have moved money out of Switzerland
– need to bear in mind that most jurisdictions have now 
signed up to the common reporting standard. / e result is that
� nancial information from (inter alia) Singapore, Hong Kong,
Israel, Turkey and the UAE will be fairly freely available to
HMRC by 2018. / e remainder of 2015 will go down in history 
as the ‘last chance saloon’ for anyone with such irregularities
to bene� t from very generous terms – and, in particular, from
immunity from prosecution. / e NDF is clearly intended to
present an opportunity for people still to come forward. / e
absence of a guarantee of immunity is perhaps a mistake if the
NDF is genuinely intended to be eE ective. / is aspect is likely 
to have been included as a result of the outrage of the Public
Accounts Committee in February (volubly expressed to Lin
Homer, HMRC’s CEO), at a perceived ineE ectiveness on the
part of HMRC to prosecute tax evaders. / e real issue will be
what the attitude of the next government will be to criminal
investigations for tax evasion. Will the 90 year old policy of 
only prosecuting a tiny proportion of cases � nally come to an
end?
/ e announcement of a material change to the closure

rules relating to enquiries (enabling HMRC to close an aspect
of an enquiry unilaterally, notwithstanding the overall return
remaining open) was announced in principle in the Autumn
Statement, with a consultation document being published just
before Christmas. / e consultation closed on 12 March 2015.
/ e principal mischief here was the lack of a commensurate
right on the part of a taxpayer (perhaps safeguarded by a
requirement to seek approval from the tribunal) to close an
aspect of their return with a view to proceeding to litigation. 
We are told that the government is ‘currently considering’ the
responses and we can perhaps anticipate a revised proposal
(or possibly the same proposal) in the post-election Budget,
which is expected in June.
Legislation relating to the once highly controversial

direct recovery of debt proposals, which was published in
draD  form for consultation around the time of the Autumn
Statement, will be introduced ‘in a future Finance Bill’.
In the event of a Conservative-led government, we might
expect this in the post-election Finance Bill. A Labour-
led government may have more immediate priorities in its
post-election Budget and Bill and in such circumstances
this might be expected in the 2016 Bill. It is interesting,
given the extent of previous consultation, that this
provision was not included in the current Bill. / at said,
it is perhaps more surprising how much legislation will
be included in the forthcoming Bill, given the minimal
amount of parliamentary time available to consider it, before
Parliament is prorogued next week.
Finally, two other provisions which have been announced

previously and consulted upon will be legislated upon ‘in
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a future Finance Bill’. / e � rst is the proposal for tougher
measures against people, known as ‘serial avoiders’, who
persistently enter into tax avoidance schemes which fail; this 
comes in tandem with a widening of the current scope of 
the promoters of tax avoidance schemes regime. / e second 
is a tax-geared penalty regime aimed speci� cally at the
GAAR. / is was another measure that the Public Accounts
Committee has been calling for (with increasing volume)
for quite some time. One wonders whether a Labour-led 
government might want to introduce something more robust?
In the event of a Conservative-led government, we can expect
these provisions in the post-election Finance Bill.
So the days of the coalition of 2010–15 are very nearly 

over, but its legacy of weapons of mass enforcement very 
much lives on – and can only increase under the next
government, whatever that looks like… 
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Two changes particularly catch the eye, one welcome and 
one not so. 

If you are the sort of multinational group that makes its 
money extracting oil or gas from beneath the sea, you
were probably quite pleased with a Budget that promises
to bring some welcome respite from falling oil prices by 
reducing both petroleum revenue tax (from 50% to 35%)
and the supplementary charge (from 30% to 20%), as well as
introducing a simplified investment allowance. 
It is not such good news if you operate in the � nancial 

services sector. For banks, there is the now almost obligatory 
annual hiking of the bank levy, this time intended to raise
a fairly heD y additional £900m a year (the levy originally 
having been intended to raise £2bn a year in total), as well as
the restriction on using carry forward losses announced at 
Autumn Statement 2014. / is latest hike will only increase
the competitive disadvantage for UK headed banks operating
overseas. Perhaps more surprising was the announcement that
the government intends to change the law, so that customer 
compensation payments will no longer be tax deductible. 
While the public policy argument for punishment � nes not
being deductible is relatively clear, not allowing a deduction
for what is, in eE ect, the rebate of taxable income is singling
the banks out for special treatment. And both banks and 
insurers can expect an increased VAT burden from 1 August 
2015 onwards, as the VAT rules are tightened to prevent
supplies made by non-UK branches being taken into account 
in determining input tax recovery. (A company with branches 
outside the EU and making supplies of � nancial services to
predominantly non-EU customers previously tended to give a 
good bump to its VAT recovery rate on overheads.)
For multinationals more generally, there are two changes 

which particularly catch the eye, one welcome and one not so.

/ e welcome change is that the diverted pro� ts tax 
(DPT) noti� cation rules are to be relaxed. One of the main 
(many?) criticisms levelled at the 10 December 2014 draD  of 
the DPT legislation was that the noti� cation threshold was 
set far too low, leading to an increased compliance burden
for many groups that would not ultimately suE er a DPT
charge. At the DPT open day, HMRC said this was deliberate 
to ensure that it was noti� ed of anyone even potentially 
within scope and received su  ̂ cient information to judge
for itself whether certain conditions were met for the charge
to apply. Although we are still waiting to see the details, the 
government has announced that the noti� cation requirement 
has been narrowed, amongst other changes, which ought to
reduce the compliance burden for many groups.
/ e less welcome change is the new anti-avoidance rule 

intended to prevent loss refreshing. Many multinational groups
engage in some form of what might be called loss refreshing –
entering into an arrangement intended to convert a less useful 
carry forward loss into a more useful current year loss. To 
date, this would generally have been regarded merely as good 
corporate housekeeping – the group is simply ensuring that it
pays tax on its actual net economic pro� t. Indeed, HMRC even
acknowledges in its Corporate Finance Manual at CFM92210 l
that: ‘Planning of this sort, designed to utilise reliefs in the 
most e  ̂ cient way, is widespread and has never been regarded
as particularly oE ensive by HMRC.’ No longer. According
to the Red Book this is now regarded as ‘side stepping’ the
rules and is not on. Groups should be aware that they need to
consider the impact on any existing arrangements, as the rule
will apply with eE ect from 18 March 2015 to arrangements 
entered into at any time. 
At least the new rules contain a main purpose test, which 

ought to help those looking to structure a commercial
transaction in an e  ̂ cient manner. / ey will also be 
conditional on the anticipated value of the tax advantage 
being greater than the anticipated value of the other 
economic bene� ts of the transaction. However, in the
real world such value comparison tests are notoriously 
di  ̂ cult to apply. While a tax advantage may have a readily 
ascertainable monetary value, the ‘other economic bene� ts’
of the transaction may not. / e � nal point to note is that this 
is only targeted at loss refreshing. Planning that consists of 
moving a pro� table activity or income producing asset into
a company with stranded losses is still considered to be the 
right side of the line – at least for now.
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In a Budget that had little to say specifically about owner 
managed businesses, the most striking changes were to 
entrepreneurs’ relief. 

The withdrawal of entrepreneurs’ relief in respect of 
companies whose only activity is to hold shares in a joint 
venture company is not unexpected. Using such companies 
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to aggregate what would otherwise be non-qualifying
shareholdings was never within the spirit of the relief.
More controversial is the withdrawal of relief in respect 
of companies where the only trading activity is carried
on in partnership or as members of an LLP. Coming after
last year’s attack on ‘mixed member’ partnerships, this
underlines HMRC’s hostility to partnerships involving
companies, though the underlying justification for such
hostility is not entirely clear (at least not to the writer).
As to the change to the rules on ‘associated disposals’, 

there is an understandable logic in restricting the relief 
to cases where the ‘main disposal’ is substantial; but the
proposal seems 5 awed in its detail. For example, a partner 
owning less than a 5% interest in a partnership will not
now be capable of meeting the requirements for associated
disposal relief, even if the disposal is associated with his
complete withdrawal from the partnership on retirement. 
Replacing one anomaly favouring the taxpayer with another
favouring HMRC is hardly something to be welcomed.
Already in place, of course, is the Autumn Statement
change denying entrepreneurs’ relief on the transfer of 
goodwill to a company of which the transferor is a related 
party (though the Budget does announce a small technical 
change to that rule, correcting an unintended eE ect of the 
change).
/ ere has been much discussion as to the cost to the

exchequer of entrepreneurs’ relief and talk of its wholesale
abolition. It is to be hoped that now these perceived
anomalies have been removed, the fundamentals of the
relief will be safe. Indeed, the proposal to consult on the 
extension of the relief to gains made by academics on
the disposal of shares in ‘spin out’ companies bespeaks a
reassuring commitment to the continuation of the relief.
Elsewhere, the chancellor declined to commit himself to

the level to which the annual investment allowance would 
return, following the end of the £500,000 enhancement 
in December 2015. It is encouraging that he recognised 
that £25,000 would ‘not be remotely acceptable’, but a 
commitment to something more speci� c than ‘a much more 
generous rate’ would, perhaps, have been welcome.
Farmers will be happy that the two-year period over 

which they may average their pro� ts for tax purposes is
to be increased to � ve (but only with eE ect from 2016/17).
/ ere is, however, no indication that the enhancement will
also apply to the creators of ‘creative works’, who currently 
bene� t from the same two-year averaging as farmers, let
alone to other businesses with notably volatile pro� ts.
/ e proposed abolition of class 2 NICs seems to

have generated an interest out of all proportion to its
value, especially as one suspects that the modest saving 
it represents is likely to be clawed back (and more) by 
adjustment of class 4 contributions.
OMBs, like other taxpayers, that have ‘something to 

declare’ will need to consider HMRC’s apparent rethink on
disclosure facilities. Both the Liechtenstein and the Crown 
Dependencies disclosure facilities are to be brought to an
end earlier than expected on 31 December 2015, presumably 
to clear the decks for the introduction of a new, much
less generous disclosure facility. For the same reason, one
suspects that the early closure of the various settlement
opportunities currently applying to speci� c arrangements
may also be in prospect, though this is at present mere
speculation.
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Hints of things to come.

George Osborne’s last hurrah as chancellor of a coalition
government was hotly anticipated and there has been
much speculation about likely giveaways, bombshells and 
all manner of surprises in the weeks leading up to it.
I am sorry to say it disappointed on all those fronts,

which is not to say it was a bad Budget. It was a highly 
political Budget, with little in the way of detailed
substantive announcements – and what more could and
should we have expected? We all know the real story will
be in a post-election Budget, whoever wins. No doubt the
chancellor was seeking to indicate some of what he might 
do if given a clear mandate at the general election, but at 
this stage hint is all he can really do.
Against that backdrop, what were the announcements of 

note for private clients?
Act now: As ever, fairness is a hot topic, which appears

to translate into further focus on anti-avoidance measures
and harsher disclosure facilities. In terms of immediate 
actions, the Liechtenstein and Crown Dependencies
disclosure facilities will close early: in December 2015,
instead of April 2016. / ey will be replaced by a harsher 
facility on less generous terms, with no guarantees
of immunity in some cases; tax of at least 30% of the
undeclared amount will be charged, as well as penalties 
and interest. / is really does seem to be a last call for those
wishing to come forward under the existing facilities while
still possible.
Anti-avoidance: Onshore, the deterrent eE ect of the

GAAR is to be strengthened through the introduction of 
penalties for planning which is found to be in breach of 
the GAAR. At the moment, it is rather hard to assess the
impact of the GAAR, as it has not been visibly deployed
since it came into force in July 2013. / at said, it does have
a deterrent eE ect and these new measures will surely add to 
that.
/ e disclosure of tax avoidance schemes (DOTAS) 

rules have also been further enhanced. New measures in
these rules, announced on Budget day, include protection 
for those wishing to notify HMRC of non-compliance;
and a requirement for employees to notify employers of 
participation in schemes around employment income. 
Additionally, there will be measures to assist HMRC in
detecting schemes which it has not been noti� ed about.
Pensioners:/ ose with signi� cant pensions will not 

be pleased by the reduction of the lifetime allowance from
£1.25m to £1m with eE ect from 6 April 2016, although a
slight soD ening to the blow is that this will be index linked 
from 2018. On the upside, those who are already receiving
annuities can receive a lump sum in exchange for assigning
the income to a third party. Details of how precisely this 
will be put into practice are awaited.
Savers: As of this autumn, savers with ISAs should be 
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able to replace cash withdrawn from an ISA without that 
counting towards their annual limit.
Also, one assumes, to incentivise further saving, a new 

personal savings allowance covering bank and building
society interest is to be introduced from 6 April next year.
/ e allowance will be £1,000 for basic rate taxpayers, 
£500 for higher rate taxpayers and zero for additional
rate taxpayers. / e requirement for banks to apply an
automatic 20% deduction will also cease from April 2016.
Filing to be made easier:/ e chancellor was clearly 

delighted to announce the end of self-assessment in the
Budget. / e push to make compliance simpler, with the
introduction of online accounts to be fully rolled out for 
individuals and small businesses by 2020, is welcome.
Of course, the real message is to wait and see what 

happens in the early summer and the Budget that will be 
expected to follow the election.
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Light at the end of the austerity tunnel.

The chancellor largely stuck to his fiscal plans in
the Budget, but the one big change was to end major
spending cuts in 2018/19 – a year earlier than set out in
the Autumn Statement in December. With the economy 
performing well, he does now see some light at the end of 
the austerity tunnel.
Since December, the O  ̂ ce for Budget Responsibility 

(OBR) has slightly raised its real GDP growth forecasts 
to 2.5% this year and 2.3% next year (see table). But the 
diE erences are minor and do not alter the underlying 
trend growth rate in any material way. / is re5 ects
bene� ts from lower than expected oil prices and higher 
net inward migration of workers being oE set by a 
somewhat weaker outlook for the global economy.
/ e OBR has also revised down its in5 ation

projections over the next few years, re5 ecting lower oil
and food prices and the impact of the strong pound
against the euro. / is is good news for consumers, but
less so for UK exporters. 
Overall, tax receipts are projected to be around £4bn 

lower in cash terms in 2018/19 than the OBR forecast in 
December. / is is due primarily to lower than expected 
in5 ation, fewer residential property transactions and 
reduced North Sea oil revenues. / is is oE set, though, 
by a slightly greater reduction in projected public
spending in 2018/19, due in particular to lower than
expected debt interest and welfare bene� t payments.
As a result, public sector net borrowing is marginally 

lower than previously forecast up to 2018/19, but only by 
around £1–2bn per year, which is tiny compared to the
margin of error surrounding any such projections.
/ e biggest change in the Budget, however, was the 

chancellor’s decision to end austerity a year earlier than

planned in his Autumn Statement. / e projected Budget
surplus therefore levels out at £7bn in 2019/20, which is
still a healthy outcome but well below the £23bn surplus
projected back in December.
As a result, total public spending is now projected to 

fall to 36.0% of GDP in 2019/20, marginally above the
low point of 35.9% of GDP reached under Gordon Brown
in 1999/2000, rather than dropping to the lowest levels 
seen since the 1930s, as in the December plans.
Together with reduced welfare and debt interest costs, 

this should signi� cantly reduce the scale of the squeeze
on departmental spending over the course of the next
Parliament. In fact, the OBR estimates that this element 
in total spending will now be around £28bn higher 
in 2019/20 than estimated in December. / ere will,
however, still be some severe spending cuts to come over
the next four years in non-protected areas other than 
the NHS, schools, overseas aid and military equipment
budgets.
/ e new Budget measures announced seem overall

to be broadly � scally neutral. / ere were giveaways on
personal income tax and savings allowances, alcohol
duty cuts, a further freeze in petrol duty, and support
for North Sea oil activity; but these were balanced by 
revenue raising measures, such as a higher bank levy,
further steps to combat tax avoidance and evasion, and
a reduced lifetime limit on pension tax relief.
/ ese tax rises were carefully designed not to aE ect

directly the great majority of households, which may 
therefore feel better oE  due to the various tax cuts in the
Budget. But the overall net impact on the economy will
be minimal, at least until 2019/20 when austerity comes to 
an end a year early.  ■

Comparison of key OBR forecasts at the time of the 
Autumn Statement and the 2015 Budget

GDP growth (%,

calendar years)

2015/ 

16

2016/

17

2017/ 

18

2018/ 

19

2019/

20

Budget (March

2015)

2.5 2.3 2.3 2.3 2.4

Autumn

Statement (Dec

2014)

2.4 2.2 2.4 2.3 2.3

CPI infl ation (%, calendar years)

Budget (March

2015)

0.2 1.2 1.7 1.9 2.0

Autumn

Statement (Dec

2014)

1.2 1.7 2.0 2.0 2.0

Public sector net borrowing (£bn)*

Budget (March

2015)

75 39 13 -5 -7

Autumn

Statement (Dec

2014)

76 41 15 -4 -23

*Excluding borrowing of public sector banks 

Source: OBR 
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