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BUDGET HIGHLIGHTS

n   First time buyers of 
residential property outside 
Scotland will pay no stamp 
duty land tax on the first 
£300,000 of the purchase 
price for a home, provided 
its value does not exceed 
£500,000. 

n  The personal allowance 
will rise to £11,850 and the 
higher rate tax threshold 
for the UK (excluding non-
savings, non-dividend income 
in Scotland) will rise to 
£46,350 for 2018/19.

n  The pension lifetime 
allowance will be increased 
from £1 million to £1.03 
million from April 2018. 
There will be no change to 
the annual allowance.

n  Venture capital trusts, 
enterprise investment 
schemes and seed enterprise 
investment schemes will be 
required to focus more on 
companies where there is a 
real investment risk. 

n  The diesel supplement 
for company cars will be 
increased from 3% to 4% 
from April 2018.

n  Online marketplaces will 
become jointly and severally 
liable for unpaid VAT of UK 
traders as well as overseas 
traders. 

n  There will be several changes 
to business rates, notably 
dealing with the ‘staircase 
tax’ and introducing 
valuations every three years.
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INTRODUCTION

First budgets of a new parliament are traditionally the dramatic 
ones in which the Chancellor dispenses the unpalatable medicine 
of tax increases, because they are at the furthest point from the 
next election. However, for a variety of reasons, Mr Hammond did 
not follow the norm. Far from increasing the Exchequer’s income, 
the Budget Red Book reveals a net tax giveaway of just under £1.6 
billion in the coming tax year.

His main headline-grabbing move was to give first time buyers 
an exemption from stamp duty land tax on the first £300,000 of 
consideration for properties worth up to £500,000. Some move on 
this front had been widely expected, and it accounts for over a 
third of the giveaway. 

The Chancellor was less generous on the income tax front, 
increasing both the personal allowance and the higher rate 
threshold by 3% – the standard inflation-linked increase. He gave 
nothing away to individual savings account (ISA) investors, freezing 
the main ISA and lifetime ISA investment limits. Pension savers were 
luckier, with an increase in the lifetime allowance – the first since 
2010 – and no changes to the annual allowance.

Venture capital schemes were again in the firing line, with a raft 
of measures designed to introduce a greater emphasis on risk 
investment to venture capital trusts, enterprise investment schemes 
and seed enterprise investment schemes. However, he took no 
action on inheritance tax business relief, which had been expected 
in some quarters.

If commentators suggest that this was a 
dull Budget, Mr Hammond will probably 

be pleased. After his national insurance 
U-turn following his March Budget, 
a steady-as-she-goes, broadly neutral 
Budget was likely to be his goal. 
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PERSONAL TAXATION
Income tax allowances and reliefs 2018/19 2017/18

Personal (basic) £11,850 £11,500
Personal reduced by £1 for every £2 of net income over £100,000 £100,000
Transferable tax allowance for married couples/civil partners £1,185 £1,150
Married couples/civil partners (minimum) at 10% 1 £3,360 £3,260
Married couples/civil partners (maximum) at 10% 1,2 £8,695 £8,445
Blind person’s allowance £2,390 £2,320
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 knowledge intensive companies at 30% additional amount £1,000,000 N/A
  •  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 £4,000
  •  lifetime allowance £1,030,000 £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 £28,900 (£28,000 for 2017/18) 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 2018/19 2017/18

Basic rate of 20% on income up to: UK excluding Scotland £34,500 £33,500
Scotland 4 TBA5 £31,500

Higher rate of 40% on income over: UK excluding Scotland £34,500 £33,500
Scotland 4 TBA5 £31,500

Additional rate of 45% on income over: UK excluding Scotland £150,000 £150,000
Scotland TBA5 £150,000

Starting rate at 0% – on savings income up to 6 £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 £2,000 £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 Non-dividend, non-savings income only: otherwise apply UK excl. Scotland bands.
5 To be announced – Scottish Budget to be published on 14/12/17. 
6 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 £11,850 and the higher rate 
threshold will rise to £46,350 for 2018/19. The Scottish tax bands and 
rates for non-savings, non-dividend income will be announced in the 
Scottish Budget due on 14 December.

Private sector off-payroll working  
Following reform in April 2017 of the off-payroll working rules (IR35) 
for public sector engagements, the government will consult 
on extending the legislation to the private sector.

National insurance contributions (NICs)  
The government will delay the implementation 
of the NIC reforms by one year as previously 
announced. Consequently, Class 2 NICs will 
continue to be payable in 2018/19.

Employment status 
The government will publish a discussion 
paper in response to Matthew Taylor’s review 
of employment practices in the modern economy. 
The paper will examine the case and options for 
longer-term reform to make the employment status 
tests clearer for both employment rights and tax. 

Benefits in kind: charging electric vehicles 
From April 2018, there will be no benefit in kind tax charge on 
electricity that employers provide where employees recharge their 
personally-owned electric or hybrid vehicles at their workplace.

Taxation of employee business expenses 
There will be several changes to the taxation of employee expenses:

• The government will consult on extending the scope of tax relief 
currently available to employees and the self-employed for work-
related training costs.  

• From April 2019, employers will not have to check receipts when 
reimbursing employees for subsistence using scale rates. 

£ SAVER

Don’t lose your personal allowance. 
Your personal allowance of £11,850 in 

2018/19 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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• HMRC will improve the guidance on employee expenses, 
particularly on travel and subsistence, and the process 
for claiming tax relief on non-reimbursed employment 
expenses. 

Termination payments: foreign service relief
Employees who are UK resident in the tax year their 
employment is terminated will not be eligible for foreign 
service relief on their termination payments. Reductions for 
foreign service will be retained for seafarers. The changes will 
have effect from 6 April 2018 and will apply to those who 
have their employment contract terminated from that date.

Rent-a-room relief  
The government will call for evidence to establish how rent-a-
room relief is used and to ensure that it is better targeted at 
longer-term lettings.

Mileage rates for landlords 
With retrospective effect from 6 April 2017, individuals 
operating unincorporated property businesses can opt to use 
a fixed rate deduction for every mile they travel for business 
journeys by car, motorcycle or goods vehicle.

Gift aid donor benefit rules 
The donor benefit rules that apply to charities that claim gift 
aid tax relief on donations will be simplified from April 2019. 
There will be two percentage thresholds: the benefit threshold 
for the first £100 of the donation will remain at 25%; for larger 
donations charities will be able to offer benefits worth up to 
5% of the amount above £100. The total value of the benefit 
must not exceed £2,500. 

Taxation of trusts 
A consultation document will be published in 2018 on how 
to make the taxation of trusts simpler, fairer and more 
transparent.
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PENSIONS, SAVINGS & INVESTMENTS

Individual savings account (ISA) subscription limits
The ISA annual subscription limit for 2018/19 will remain 
unchanged at £20,000 and the lifetime ISA (LISA) annual 
subscription limit will stay at £4,000. The annual 
subscription limit for junior ISAs (JISAs) and child 
trust funds (CTFs) for 2018/19 will rise to £4,260.

Lifetime allowance for pensions  
The lifetime allowance for pension savings will 
increase to £1.03 million for 2018/19. There is 
no change to the annual allowance.

Life assurance and overseas pension 
schemes 
From 6 April 2019, tax relief for employer 
premiums paid into life assurance products or 
certain overseas pension schemes will be extended to 
cover policies where an employee nominates an individual or 
registered charity to be their beneficiary.

Venture capital trusts (VCT) and enterprise investment 
schemes (EIS)
A range of changes were announced to VCTs, EISs and seed 
enterprise investment schemes (SEIS):

• Risk to capital condition Legislation in the Finance Bill 2017-18 
will ensure that VCTs, EISs and SEISs are targeted at growth 
investments. Relief under the schemes will be focused on 
companies where there is a real risk to the capital being 
invested, and will exclude investments in companies and 
arrangements intended to provide capital preservation. The 
changes will have effect from Royal Assent. 

• Increased limits for investments in knowledge-intensive 
companies The maximum an individual may invest under the 
EIS in a tax year will double to £2 million, where an amount of 
over £1 million is invested in one or more knowledge-intensive 
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> THINK AHEAD

The lifetime allowance will rise by 
£30,000 from 6 April 2018.  If you plan 
to draw from your pensions and  already 
have funds exceeding the current £1m 
lifetime allowance limit, you may want 

to wait before taking your pension 
benefits.
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companies. The annual investment limit for knowledge-intensive 
companies receiving investments under the EIS, and from 
VCTs, will also double to £10 million, but the lifetime limit will 
remain at £20 million. Knowledge-intensive companies will be 
allowed to use the date when their annual turnover first exceeds 
£200,000 to determine the start of the initial investing period, 
instead of the date of first commercial sale. The changes will 
have effect from 6 April 2018, subject to state aid rules.

• Relevant investments Current rules exclude certain investments 
made by VCTs and EISs before 2012 from counting towards the 
lifetime funding limits for investee companies. These provisions 
will be scrapped from 1 December 2017, subject to state aid rules.

• Effect of anti-abuse provisions on commercial mergers of 
VCTs Legislation in the Finance Bill 2017-18 will limit the 

application of an anti-abuse rule relating to mergers 
of VCTs. This rule will no longer apply if VCTs merge 

later than two years after a subscription, or do 
so only for commercial reasons. The change will 
have effect for VCT subscriptions made on or 
after 6 April 2014, subject to state aid rules.

•  Other VCT reforms Several other changes 
will be made to move VCTs towards higher 

risk investments. For example, the proportion 
of VCT funds that must be held in qualifying 

holdings will rise from 70% to 80%; and 30% of 
the funds raised in an accounting period must be 

invested in qualifying holdings within 12 months of the 
end of the accounting period.

Master trust tax registration
From 6 April 2018, HMRC will have powers to register and 
deregister master trust pension schemes and pension schemes for 
dormant companies.
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> THINK AHEAD

The dividend allowance will be cut to 
£2,000 from 2018/19.  Take advantage of 
the increased ISA allowance of £20,000 in 

the new tax year.
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CAPITAL TAXES

Capital gains tax (CGT): annual exempt 
amount
The annual exempt amount for individuals and 
personal representatives will rise to £11,700 
for 2018/19, while the amount for most 
trustees will increase to £5,850 (minimum 
£1,170).

CGT payment window
The introduction of the 30-day payment 
window between a capital gain arising on a 
residential property and the payment of the 
relevant CGT will be deferred until April 2020.

Inheritance tax
The inheritance tax nil rate band remains at £325,000 for 
2018/19. The residence nil rate band will increase to £125,000 
from 6 April 2018.

BUSINESS TAXES

Research and development (R&D)
The rate of the tax credit for R&D expenditure will rise from 
11% to 12% from 1 January 2018. A new advance clearance 
service will be piloted for claims for R&D expenditure credit, 
to provide pre-filing agreement for three years.

Corporate indexation allowance
The indexation allowance for corporate chargeable gains will 
be frozen for disposals from 1 January 2018 at the amount 
based on the retail prices index (RPI) for December 2017.

Substantial shareholding exemption
The substantial shareholding exemption legislation and 
the share reconstruction rules will be amended to avoid 
unintended chargeable gains being triggered where a UK 
company incorporates foreign branch assets in exchange for 
shares in an overseas company.
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! DON’T FORGET

The inheritance tax residence nil rate 
band rises to £125,000 from 6 April 
2018. Make sure your estate planning 

is reviewed to take account of this 
important change, which could save up 

to £140,000.
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