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BUDGET HIGHLIGHTS

n  A reduction in the dividend 
allowance from the current 
£5,000 to £2,000 from 2018/19.

n  A 1% increase in the main Class 
4 NIC rate to 10% for 2018/19 
and a further 1% addition to 
11% for 2019/20. 

n  A one year deferral in the start 
date for Making Tax Digital (MTD) 
for unincorporated businesses 
and landlords whose turnover 
is below the VAT threshold 
(£85,000 from 1 April 2017). 

n  An increase in the personal 
allowance for 2017/18 to 
£11,500 and a corresponding 
rise in the higher rate threshold 
to £45,000, although in 
Scotland the latter figure will 
only apply to savings and 
dividend income.  

n  A new 25% tax charge 
on transfers to qualifying 
recognised overseas pension 
schemes (QROPS), other than  
for those who have ‘a genuine 
need’ to transfer.

n  Three measures to help small 
businesses cope with the 
changes to business rates, due 
to take effect in April 2017, 
starting with a new £50 a 
month cap (in 2017/18 only) 
for businesses that lose Small 
Business Rate Relief.

n  The publication later in the year 
of a green paper examining the 
funding of social care, although 
the Chancellor ruled out the 
rumoured ‘death tax’. In the 
interim an additional £1bn is 
to be made available for social 
care funding in 2017/18.

. 
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INTRODUCTION

The Chancellor’s Budget on 8 March was the first of two due in 
2017. The final spring Budget came little more than three months 
after an Autumn Statement that suggested government finances 
had taken a post-referendum turn for the worse. However, the 
latest short-term economic numbers turned out much better 
than the Office for Budgetary Responsibility’s (OBR’s) November 
projections. 

This good news gave the Chancellor a little ‘wriggle room’, but 
instead he chose to offset some modest increases in spending – 
mostly focused on social care – with tax and NIC rises mainly aimed 
at the self-employed. For once, the volume of Budget documents 
issued by the Treasury shrank significantly, but there were still some 
surprises to be found in the detail.

One example was the move to levy a 25% tax charge from  
9 March 2017 on most transfers to qualifying recognised overseas 
pension schemes (QROPS), even though the Autumn Statement 
had announced a tightening of the QROPS rules. The cut in the 
dividend allowance from 2018/19 was also unexpected and catches 
not just the target one-person companies. Personal investors with 
equity-based portfolios worth more than about £60,000 (based on 
current UK dividend yields) will pay more tax. Ironically one effect 
will be to increase the appeal of ISAs, which benefit from a large 
contribution limit rise next month. 

The Chancellor resisted making any announcements about future 
increases to the personal allowance or higher rate threshold, 

presumably saving some good news for his 
autumn set piece.
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“A strong economy needs a fair, stable 
and competitive tax system, creating the 
growth that will underpin our future 
prosperity.”

 Philip Hammond
2017 Budget speech
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PERSONAL TAXATION

Income tax allowances and reliefs 2017/18 2016/17 

Personal (basic) £11,500 £11,000
Personal reduced by £1 for every £2 of net income over £100,000 £100,000
Transferable tax allowance for married couples/civil partners £1,150 £1,100
Married couples/civil partners (minimum) at 10% 1 £3,260 £3,220
Married couples/civil partners (maximum) at 10% 1,2 £8,445 £8,355
Blind person’s allowance £2,320 £2,290
Rent-a-room tax-free income £7,500 £7,500
Venture capital trust (VCT) at 30% £200,000 £200,000
Enterprise investment scheme (EIS) at 30% £1,000,000 £1,000,000
  –  EIS eligible for capital gains tax (CGT) deferral relief No limit No limit
Seed EIS (SEIS) at 50% £100,000 £100,000
  –  SEIS CGT reinvestment relief 50% 50%
Registered pension scheme
  •  annual allowance 3 £40,000 £40,000
  •  money purchase annual allowance £4,000 £10,000
  •  lifetime allowance £1,000,000 £1,000,000

1 Where at least one spouse/civil partner was born before 6/4/35.
2 Reduced by £1 for every £2 of income over £28,000 (£27,700 2016/17) until the minimum is reached.
3 50% taper down to £10,000 if threshold income is over £110,000 and adjusted income is over £150,000.

Rates 2017/18 2016/17

Basic rate of 20% on income up to: UK (excl. Scotland) £33,500 £32,000
Scotland 4 £31,500 £32,000

Higher rate of 40% on income over: UK (excl. Scotland) £33,500 £32,000
Scotland 4 £31,500 £32,000

Additional rate of 45% on income over: UK £150,000 £150,000
Starting rate at 0% – on savings income up to 5 £5,000 £5,000
Savings allowance at 0% tax:   basic rate taxpayers £1,000 £1,000

  higher rate taxpayers £500 £500
  additional rate taxpayers £0 £0

Dividend allowance at 0% tax – all individuals £5,000 £5,000
Tax rate on dividend income:   basic rate taxpayers 7.5% 7.5%

  higher rate taxpayers 32.5% 32.5%
  additional rate taxpayers 38.1% 38.1%

Trusts

  •  standard rate band generally £1,000 £1,000
  •  dividends (rate applicable to trusts) 38.1% 38.1%
  •  other income (rate applicable to trusts) 45% 45%

Child benefit charge: 1% of benefit per £100 of income between £50,000 and £60,000

4 For non-dividend, non-savings income only in 2017/18: otherwise UK (excl. Scotland) band applies.
5 Not available if taxable non-savings income exceeds the starting rate band.
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PERSONAL TAXATION

Income tax
The personal allowance will increase to £11,500 and the higher rate 
threshold will rise by £2,000 to £45,000 for 2017/18. In Scotland, the 
2017/18 higher rate tax threshold will remain unchanged at £43,000 
for non-savings, non-dividend income only.

National insurance contributions  
The national insurance contribution (NIC) upper earnings limit and 
upper profits limit will increase to £45,000 for 2017/18, in line 
with the higher rate income tax threshold.
Class 4 NICs will increase from 9% to 10% in April 
2018, coinciding with the abolition of Class 2 
NICs. A further increase to 11% is set for April 
2019.

Dividend allowance
The tax-free dividend allowance, which was 
introduced at a level of £5,000 in 2016/17, will 
be reduced to £2,000 from 2018/19.

Different forms of remuneration
• Benefits in kind  The government will publish 

a call for evidence on exemptions and valuation 
methodology for the income tax and employer NICs 
treatment of benefits in kind (BiKs). Legislation in Finance Bill 2017 
will set the date of 6 July for an employee to make good on BiKs 
which are not accounted for in real time through PAYE (BiKs that 
are not payrolled). This legislation will take effect for tax liabilities 
arising from 2017/18.

• Accommodation benefits  The government will publish a consultation 
with proposals to update the tax treatment of employer-provided 
accommodation and board and lodging. This will include proposals 
for when accommodation should be exempt from tax.

• Employee expenses  The government will publish a call for evidence 
on the use of the income tax relief for employees’ expenses, 
including those that are not reimbursed by their employer.

£ SAVER

Don’t lose your personal allowance. 
Your personal allowance of £11,500 in 

2017/18 is reduced by 50p for every pound 
your income exceeds £100,000. Make a 
pension contribution or a charitable gift 
to bring your income below £100,000.
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Tax-advantaged venture capital schemes
The requirements of the Enterprise Investment Scheme 
(EIS), the Seed Enterprise Investment Scheme (SEIS) and 
Venture Capital Trusts (VCTs) will be amended, as previously 
announced, to:

• Clarify the EIS and SEIS rules for share conversion rights;

• Provide additional fl exibility for follow-on investments 
made by VCTs in companies with certain group structures, 
for investments made on or after 6 April 2017; and

• Introduce a power to make VCT regulations in relation 
to certain share for share exchanges to provide greater 
certainty to VCTs, which will be effective from the date of 
Royal Assent.

Disguised remuneration
Legislation in Finance Bill 2017 will tackle the existing use of 
disguised remuneration avoidance schemes and prevent their 

future use, as previously announced.

Off-payroll working in the public 
sector

Legislation will reform the off-payroll 
rules and improve tax and NIC compliance 
in the public sector. Responsibility for 
operating the off-payroll working rules and 
deducting any tax and NIC due will move 
to the public sector body, agency or other 

third party paying an individual’s personal 
service company. The change will come into 

effect from 6 April 2017. It will be optional for 
the public body to take account of the worker’s 

expenses when calculating the tax due. 

Reform of tax treatment of termination payments
Legislation will tighten and clarify the tax and NIC treatment 
of termination payments. The changes will take effect from 
6 April 2018.
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! DON’T FORGET

EIS investments offer CGT deferral. 
With the drop in most CGT rates, relating 
back the relief for an EIS investment could 

cut your tax bill on gains you made 
before 2016/17.
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PENSIONS, SAVINGS & INVESTMENTS

Money purchase annual allowance
The money purchase pension annual allowance will be reduced to 
£4,000 from £10,000 for 2017/18, following a consultation issued 
with the Autumn Statement.

Qualifying recognised overseas pension schemes 
There will be a 25% tax charge on pension transfers on or after 
9 March 2017 to qualifying recognised overseas pension schemes 
(QROPS). Exceptions will be made to the charge, allowing 
transfers to be made tax free where people have ‘a 
genuine need to transfer their pension’ and:

• Both the individual and the pension scheme 
are in countries within the European 
Economic Area (EEA); or

• If they are outside the EEA, both the 
individual and the pension scheme are in 
the same country; or

• The QROPS is an occupational pension scheme 
provided by the individual’s employer.

UK tax rules will apply to payments from funds that have had 
UK tax relief and have been transferred to a QROPS on or after  
6 April 2017. The rules will apply to any payments made in the first 
five full tax years following the transfer, regardless of whether the 
individual is or has been UK resident in that period.

Changes to tax treatment of foreign pensions
From 6 April 2017, the treatment of foreign pensions will be more 
closely aligned with the UK’s domestic pension regime, as previously 
announced. Legislation will clarify that all lump sums paid out of 
funds built up before 6 April 2017 will be subject to the existing tax 
treatment. 

6

> THINK AHEAD

The money purchase annual 
allowance will be cut to £4,000 for 

2017/18. If you plan to draw from your 
pensions and continue to work, take 

advice on how to structure your future 
income now.
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Master trust tax registration 
The tax registration process for master trust pension schemes 
will be amended to align it with The Pensions Regulator’s new 
authorisation and supervision regime. 

Life insurance policies 
As previously announced, the tax rules for part surrenders and 
part assignments of life insurance policies will be amended to 

allow policyholders who have generated ‘a wholly 
disproportionate gain’ to apply to HMRC to have the 

gain recalculated on ‘a just and reasonable basis’. 
The changes will have effect from Royal Assent.

NS&I Investment Bond
The rate on the new NS&I Investment Bond 
announced at Autumn Statement 2016 will be 
2.2%. The bond will have a three year term 
and will be available for 12 months from April 

2017. It will be open to anyone aged 16 and 
over, subject to a minimum investment of £100 

and a maximum of £3,000.

SOCIAL CARE 

Funding social care
In his speech the Chancellor ruled out the introduction of a ‘death 
tax’ to fund social care. There had been pre-Budget rumours that 
such a tax would take the form of an addition of 10% to the 
standard inheritance tax (IHT) rate of 40%. 

Green paper
The government will set out its thinking on the options for the 
future financing of social care in a green paper later this year.  
A £72,000 cap on care costs was introduced under the Care Act 
2014, but its original start date of April 2016 was postponed for 
four years. It is unclear whether the cap will now be abandoned. 
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£ SAVER

Check that you and your partner 
have optimised your ownership of 

investment and savings. The personal 
savings allowance and dividend allowance 
mean you could each receive an income 

of £22,500 in 2017/18 free of 
personal tax. 
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