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Foreword
Welcome to Croner-i’s Budget 2021 
Summary.
In his Budget speech, the Chancellor managed 
to sound upbeat despite a scary public 
finances backdrop. He did begin the necessary 
“corrective action” (mostly delayed) whilst 
extending most COVID-19 related reliefs and 
announcing measures to lay the foundations 
of a future economy.

As usual, our focus here is on the revenue-
raising rather than revenue-spending side of 
the equation. 

Croner-i’s in-house team of tax experts has 
analysed the Budget announcements under 
the following categories:

• Overview 

• Personal tax 

• Employment taxes 

• Corporation tax and other business taxes

• Capital gains tax 

• Inheritance tax

• Stamp taxes and ATED 

• VAT 

• Excise duties

• Customs duty

• Environmental taxes

• Anti-avoidance and evasion 

• Administration 

This year we have added a new feature. The 
‘Status of announced legislation’ table at the 
back gives implementation dates for tax 
measures announced up to and including this 
Budget that have not yet been enacted. 

Remember, you can follow the Budget changes 
as they become law via our tax news services, 
commentaries and source material databases.
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As with last year’s Budget (though maybe we 
didn’t realise it then) we are about to venture 
into unpredictable and hazardous territory. 
This time the challenges are principally 
economic rather than medical but they are 
likely to be severe. The Chancellor has started 
to repair the damage done to public finances 
by the virus but there will be a lot more to 
come. 

There is unlikely to be much good news for 
taxpayers but we at Croner-i will cover what 
there is in full as it happens so you can advise 
your clients effectively. 



Overview
The goose keeps its feathers, for now
It has been said that the art of taxation lies in 
plucking the maximum number of feathers 
from the goose with the minimum amount of 
hissing. Clearly, these are unusual times but if 
we were to apply the rule to this Budget it 
could be summarised as follows: the 
Chancellor will continue to provide generous 
support to the goose to help it through tough 
times, and to encourage it to bounce back 
stronger; a few feathers have been loosened 
and will fall out soon, and the goose has been 
put on notice that it may be left feeling rather 
chilly in the future. 

The key Covid-19 support measures –
including the Coronavirus Job Retention 
Scheme and the Self-employed Income 
Support Scheme – have been extended until 
September; income tax receipts will increase 
as some allowances and thresholds are frozen 
from April 2022 onwards; and larger 
companies will pay more corporation tax as 
the rate is increased to 25%, effective from 
April 2023, although many businesses will 
benefit from enhanced capital allowances and 
extended loss relief. These and some of the 
other main announcements are summarised 
below. 

Overall, the goose has reason to be cheerful –
after all, it could have been a lot worse. That 
said, and given the level of Government 
borrowing, the goose could be well advised to 
look over its shoulder. The next key date is 23 
March, when the consultation process for 
further tax changes begins. 

Covid-19 support measures
The Coronavirus Job Retention Scheme (CJRS) 
and the Self-employed Income Support 
Scheme (SEISS) have both been extended to 
September 2021. To reflect the fact that 
lockdown restrictions will be lifted some time 
before then, the value of the support will fall 
towards the end of the schemes. The CJRS will 
continue in its current form until July, at which 
point the employer will be asked to contribute 
towards the cost of unworked hours (10% for
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July and 20% for August and September). The 
employee will continue to receive at least 80% 
of their current salary for hours not worked.

A fourth and fifth grant will be paid under the 
Self-employed Income Support Scheme 
(SEISS). The eligibility criteria will remain the 
same except that the person must have 
submitted a tax return for 2019–20. This is a 
significant change as it should mean that 
around 600,000 individuals – mainly the newly 
self-employed – who were prevented from 
claiming grants one to three will now be 
eligible to claim grants four and five.  The 
amount of each grant is equal to 80% of three 
times average monthly profit, capped at 
£7,500; however, there is an added 
complication for the fifth grant: where turnover 
has fallen by less than 30%, the grant will be 
capped at £2,850. The fourth grant may be 
claimed from late April and the fifth by late July. 
Grants four and five will be taxable in 2021–22. 

Other announcements include:

• the temporary increase in the residential 
SDLT nil rate band to £500,000 in England 
and Northern Ireland will be extended to 30 
June 2021. The nil rate band will reduce to 
£250,000 from 1 July 2021 and will return to 
£125,000 on 1 October 2021;



• the extension of the temporary reduced rate 
of 5% VAT for goods and services supplied 
by the tourism and hospitality sector until 30 
September 2021. A rate of 12.5% will apply 
between 1 October 2021 and 31 March 
2022; 

• the extension of the business rates holiday 
for businesses in the retail, hospitality and 
leisure sectors in England to 30 June 2021. 
This will be followed by 66% business rates 
relief for the period from 1 July 2021 to 31 
March 2022;

• the payment of restart grants in England of 
up to £6,000 per premises for non-essential 
retail businesses, and up to £18,000 per 
premises for hospitality, accommodation, 
leisure, personal care and gym businesses; 
and

• a new Recovery Loan Scheme under which 
the Government will provide an 80% 
guarantee on eligible loans between 
£25,000 and £10m. The scheme will be 
open to all businesses, including those who 
have already received support under the 
existing Covid-19 guaranteed loan schemes.

To combat fraud relating to Covid-19 support 
measures, in particular the CJRS and SEISS, and 
including the Bounce Back Loan Scheme, the 
Government will invest over £100m in a 
Taxpayer Protection Taskforce of some 1,265 
HMRC staff.

Personal taxes
A number of allowances and thresholds will be 
frozen at the amounts applying for 2021–22 
for all tax years up to and including the tax 
year 2025–26. This includes the income tax 
personal allowance and the basic rate limit, 
which will be set at £12,570 and £37,700 
respectively from 6 April 2021 to 5 April 2026. 
This is a significant revenue raiser for the 
Government: freezing the personal allowance 
and basic rate allowance alone are expected to 
bring in roughly £19bn. 

It will also widen the tax base considerably, 
meaning that more people will pay income tax 
than before, and it will significantly increase 
the number of individuals who pay tax at the 
higher rate. The Chancellor can expect some 
hissing here, particularly in light of the 
manifesto commitment not to raise the rate of 
income tax and before that, the Prime 
Minister’s aspiration to increase the point at
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which the higher rate kicks in to £80,000 (the 
higher rate threshold is £50,270 for 2021–22).

Other allowances and thresholds to be frozen 
include the pensions lifetime allowance 
(£1,073,100) and the capital gains annual 
exempt amount (£12,300). The Class 1 NICs 
upper earnings limit and the Class 4 NICs 
upper profits limit will remain aligned to the 
higher rate threshold.

Business taxes
The pre-Budget kite-flying exercise had 
suggested a staggered increase in the rate of 
corporation tax for all companies from 19% to 
23%, beginning in September 2021. Instead, 
the rate will increase to 25% from April 2023. 
Importantly, the rate will remain at 19% for 
companies with profits up to £50,000, and a 
taper mechanism will apply where profits are 
between £50,000 and £250,000. Although this 
exception for smaller companies is to be 
welcomed, I for one am not looking forward to 
the return of something similar to the 
associated companies’ rules and marginal 
relief. 

As with the big freeze applying for income tax 
purposes, this measure will swell the 
Government’s coffers, bringing in almost 
£48bn over the period to April 2026. However, 
even at 25% the UK’s corporation tax rate will 
remain the lowest in the G7, and a significant 
chunk of that cash will be returned to 
businesses by way of a new “super-deduction” 
for capital investment. 

Briefly, companies investing in qualifying plant 
and machinery between 1 April 2021 and 31 
March 2023 will benefit from new first-year 
allowances (FYAs). For main-rate assets, there 
will be a 130% FYA and for special-rate assets, 
a 50% FYA. In other capital allowances news, 
enhanced capital allowances and increased 
structures and buildings allowances were 
announced for investment in Freeports. If 
there is any hissing to be done here it is likely 
to come from IP-heavy, capital-light companies 
who may resent funding a subsidy for more 
traditional industries. 

Finally, there will be a temporary extension to 
the period over which a business may carry-
back trading losses, from one year to three 
years. This extension will apply to a maximum 
of £2m of unused trading losses made in each 
of 2020–21 and 2021–22. 



Personal tax
Income tax rates and allowances 
As announced at Spending Review 2020, the 
Chancellor has increased the personal 
allowance, the basic-rate limit and various 
other allowances for the coming tax year, 
2021–22, in line with the Consumer Price Index 
(CPI) for September 2020, but today he 
announced that he would be freezing several 
of them at the new level for the following four 
years (i.e. until 6 April 2026) as part of his plan 
to restore the public finances. There is no 
change in the starting level for the additional 
(45%) rate, which remains at £150,000.

There is also no change to the main rates 
(20%, 40% and 45%) of income tax or to the 
savings rates (0% and 20%) or the dividend 
rates (7.5%, 32.5% and 38.1%), the trust rate 
(45%) or the dividend trust rate (38.1%). Nor is 
there a change in the default rates (20%, 40% 
and 45%) of income tax, which apply to non-
savings, non-dividend income of any taxpayer 
not subject to either the main rates or the 
Scottish rates of income tax.

The personal allowance
The personal allowance increases from 
£12,500 to £12,570, with effect from 6 April 
2021. Thereafter, it remains at £12,570 for 
each of the tax years 2022–23, 2023–24, 2024–
25 and 2025–26. These changes to the 
personal allowance apply across the whole of 
the UK.

The married couple’s allowance
This allowance now applies only to couples and 
civil partnerships where at least one member 
was born before 6 April 1935. It is increased to 
£9,125 for 2021–22.

The marriage allowance
This allowance is available to married couples 
and civil partners who are not in receipt of the 
married couple’s allowance. A spouse or civil 
partner who is not liable to income tax or not 
subject to the higher or additional rates may 
transfer this amount of any unused personal 
allowance to the other spouse or civil partner, 
who must equally not be subject to the higher 
or additional rates.
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The amount of the transferable allowance is 
increased from £1,250 to £1,260 for the year 
2021–22.

The blind person’s allowance
This is increased to £2,520 for 2021–22.

The dividend allowance
This remains unchanged at £2,000.

The personal savings allowance
This remains unchanged at £1,000 for basic-
rate taxpayers and at £500 for higher-rate 
taxpayers.

The income limit for the personal 
allowance
There is no change to the income limit 
(£100,000) above which the personal 
allowance begins to be tapered down.

The income limit for the married 
couple’s allowance
This limit increases to £30,400 for 2021–22. 
This limit is the amount of income above which 
the married couple’s allowance begins to be 
tapered down. The minimum amount at which 
the taper stops operating is increased to 
£3,530 for 2021–22. This allowance is given as 
a tax credit at 10% of the value of the 
allowance.

The basic-rate limit
The basic-rate limit (the amount of taxable 
income above which the 40% rate of income 
tax begins to apply) increases from £37,500 to 
£37,700. Thereafter, it remains at £37,700 for 
each of the tax years 2022–23, 2023–24, 2024–
25 and 2025–26.

These changes to the basic-rate limit apply to 
non-savings, non-dividend income in England, 
Wales and Northern Ireland and to savings and 
dividend income in the whole of the UK. 
Income tax rates and thresholds on non-
savings, non-dividend income for Scottish 
taxpayers are set by the Scottish Parliament.

The starting rate for the savings limit
The amount of savings income subject to the 
0% starting rate will remain at £5,000 for
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2021–22. There has been no announcement in 
respect of future years. This measure applies 
throughout the UK.

National Insurance contributions: 
upper earnings limit and upper 
profits limit
The upper earnings limit and the upper profits 
limits are the limits of earnings or profits, 
respectively, above which the rate of primary 
contributions (for employees under Class 1) or 
the rate of Class 4 contributions for the self-
employed reduces to 2%.

These limits are to remain aligned with the 
higher-rate threshold for income tax, so they 
will both be set at £50,270 for 2021–22 and 
remain at that level for the following four years 
(2022–23, 2023–24, 2024–25 and 2025–26).

Venture Capital Schemes: extension 
of SITR 
Income tax relief and capital gains tax hold-
over relief for investors in qualifying social 
enterprises will be extended to April 2023 
(from April 2021). The necessary legislation will 
be introduced in Finance Bill 2021.

Income tax exemptions 
Income tax exemptions are to be legislated in 
Finance Bill 2021 for:

• financial support payments to victims of 
modern slavery and human trafficking; and

• Covid-19 support scheme payments made 
to tax credit recipients.

Financial support payments to 
victims of modern slavery and 
human trafficking
If the UK’s National Referral Mechanism 
identifies an individual as a victim of modern 
slavery (which includes human trafficking), that 
person is entitled to financial support 
payments. Finance Bill 2021 will exempt 
payments made by the UK Government and 
devolved administrations from income tax 
under ITTOIA 2005, s. 683. The measure will be 
retrospective, applicable from 1 April 2009 
when the scheme started.



Covid-19 support scheme payments 
made to tax credit recipients
The Universal Credit standard allowance and 
Working Tax Credits basis element were 
increased by £20 per week for 2020–21 in 
order to provide extra support for low income
workers during the coronavirus pandemic. A 
further one-off payment of £500 will be made 
to cover a six-month period from April to 
September 2021.

Legislation will be introduced in Finance Bill 
2021 to exempt from income tax Covid-19 
support scheme: working households receiving 
tax credits payments made to tax credit 
recipients.

The measure will have effect from 6 April 2021.

ISAs and Child Tax Funds 
The 2020–21 adult ISA annual subscription 
limit of £20,000, junior ISA annual subscription 
limit of £9,000 and Child Tax Fund annual 
subscription limit of £9,000 will all remain 
unchanged for 2021–22. This measure will 
apply to the whole of the UK.

The standard lifetime allowance for 
pensions
The lifetime allowance for pensions is the 
aggregate amount of pension benefits that 
may accrue tax-free in registered pension 
schemes to an individual over the individual’s 
lifetime. If the value of those benefits exceeds 
the lifetime allowance when benefits start to 
be taken, there is a tax charge of 25% or 55%. 
Some individuals may qualify for an enhanced 
lifetime allowance.

In 2020–21 (the current tax year), the standard 
lifetime allowance is £1,073,100. Normally, this 
allowance is indexed by reference to the CPI in 
September of the tax year just ending. 
However, the Chancellor announced that the 
standard lifetime allowance will remain at 
£1,073,100 for the next five tax years, i.e. until 
6 April 2026.

Taxation of collective money-
purchase pensions
Legislation will be introduced to ensure that 
these new types of scheme (whereby several 
employers pool their money-purchase
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(defined-contribution) schemes) introduced by 
the Pensions Act 2021 may be recognised as 
registered pension schemes and thus enjoy 
the normal tax privileges with respect to 
scheme funds and contributions.



Employment taxes
Coronavirus Job Retention Scheme 
(CJRS) 
As had been widely trailed in the days leading 
up to the Budget, the Chancellor confirmed 
that the Coronavirus Job Retention Scheme 
(CJRS) is to be extended in its current form 
until the end of June. From July, employees will 
continue to be entitled to receive 80% of their 
pay for unworked hours and so will be 
unaffected, but the employer will be required 
to contribute 10%, rising to 20% in August and 
September when the scheme will finally come 
to an end. Employers will therefore be eligible 
to reclaim the remainder. 

To be eligible under the extended scheme, 
employees must have been included on the 
employer’s RTI submission on or before 2 
March 2021 – this means the employer must 
have made a PAYE Real Time Information (RTI) 
submission to HMRC between 20 March 2020 
and 2 March 2021 in respect of earnings for 
that employee.

The position with regard to unworked hours is 
summarised in the quick reference guide 
below.

Cycle to work scheme
As part of the range of measures introduced as 
a result of the Covid-19 outbreak, the 
Chancellor confirmed the announcement 
made by HMRC on 10 February 2021, that 
employees who joined the scheme on or 
before 20 December 2020 can benefit from a 
temporary easement, because they could not 
have reasonably foreseen the changes to their 
working pattern as a result of the coronavirus 
restrictions. Those employees will remain 
eligible for the exemption until 5 April 2022, 
from which point the requirement for cycles to
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be used ‘mainly for qualifying journeys’ (either 
commuting to and from work or for actual 
business journeys) will reapply.

For employees joining the scheme on or after 
21 December 2020, the qualifying journeys 
condition still applies throughout.

Coronavirus antigen testing 
This is an extension to the exemption from 
both income tax and NICs in respect of 
coronavirus antigen testing when provided or 
paid for by employers, including where an 
employee purchases the test and is 
reimbursed by the employer. The exemption 
will apply for both the 2020–21 and 2021–22 
tax years. 

HMRC originally announced (7 July 2020) that 
they would provide an exemption from both 
income tax and Class 1 NICs in respect of 
coronavirus testing. This applies whether the 
employer directly provides testing kits to 
employees, or pays for third party testing. The 
exemption represented a rapid U-turn 
following an outcry from MPs, after HMRC 
initially published guidance on 6 July 2020 
indicating that employees would face a taxable 
benefit-in-kind when their employer pays for 
coronavirus testing. That guidance was 
removed the following day and subsequent 
regulations (SI 2020/1293) were introduced 
which provide an income tax exemption for 
coronavirus antibody tests provided to 
employees from 8 December 2020.

April – June

2021

July

2021

August

2021

September

2021

% Cap % Cap % Cap % Cap

Government 
pays 80% £2,500 70% £2187.50 60% £1,875 60% £1,875

Employer pays — — 10% £312.50 20% £625 20% £625

Employee 
receives (gross) 80% £2,500 80% £2,500 80% £2,500 80% £2,500

Employer’s NICs 
and pension

Employer pays Employer pays Employer pays Employer pays



The Income Tax (Exemption of Minor Benefits) 
(Coronavirus) Regulations 2020 (SI 2020/1293) 
give an exemption from income tax when 
employees are provided with coronavirus tests 
of the type which detect a viral antigen. The 
regulations were brought in using the existing 
power given in ITEPA 2003, s. 210 (power to 
exempt minor benefits) and came into force on 
8 December 2020 for coronavirus tests 
provided on or after that date but before the 
end of the tax year 2020–21 and 
corresponding NIC regulations came into force 
from 25 January 2021. HMRC subsequently 
agreed to use their collection and 
management powers to not collect tax or NICs 
in respect of tests provided  during the whole 
of the 2020–21 tax year and this is now to be 
given the retrospective weight of legislation by 
inclusion in the Finance Act 2021. 

Working from home
The Chancellor has announced an extension to 
the temporary exemption which applies where 
an employer reimburses an employee for costs 
incurred in purchasing equipment specifically 
to facilitate working from home. The measure 
will now apply for both 2020–21 and 2021–22 
tax years.

To be eligible for relief, three conditions must 
be met:

• reimbursement must be generally available 
to all employees on similar terms;

• the equipment is obtained for the sole 
purpose of enabling the employee to work 
from home as a result of the coronavirus 
outbreak; and

• provision of the equipment would have 
been exempt from income tax if it had been 
provided directly to the employee by or on 
behalf of the employer (under ITEPA 2003, s. 
316). Essentially, this means that the 
equipment is needed in order to perform 
the work and that any private use is 
insignificant.

Regulations for tax (SI 2020/524) and for NICs 
(SI 2020/525) had initially been introduced to 
legislate for the change from 11 June 2020, 
and HMRC had agreed to exercise its collection 
and management discretionary powers to not 
seek to collect tax (or NICs) on payments made
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on or after 16 March 2020 (confirmed by TIIN 
published 22 May 2020 ).

Note that this special provision is an 
exemption which applies if the employer 
provides or reimburses the cost of equipment. 
If the employer does not provide or reimburse 
the cost of equipment so that the employee 
incurs the costs, there is no deduction 
available to the employee unless the normal 
‘wholly, exclusively and necessarily’ conditions 
apply or that capital allowances are applicable, 
though this will be rare.

Off-payroll working rules (IR35)
The Budget confirms that the long-heralded 
reforms to IR35 will definitely go ahead from 6 
April 2021 as planned. The legislation 
introducing the changes was included in the 
Finance Act 2020 (Sch. 1) and received Royal 
Assent some time ago, so this is not 
unexpected.

The new rules, referred to as ‘Off-payroll 
working in the public and private sector’ place 
the onus for making hypothetical employment 
status (IR35) decisions on to the end-client for 
whom the services are actually provided and 
where that hypothetical status would be that of 
employment, require whoever pays the 
worker’s intermediary (the ‘fee-payer’) to 
operate PAYE and NICs. This version of IR35 
has been in operation since 6 April 2017 in the 
public sector. The change from 6 April 2021 is 
to include large and medium-sized clients in 
the private sector. Where the end-client is 
‘small’, the existing IR35 regime continues to 
apply unchanged.

The Budget did include a minor technical 
change to rectify the definition of an 
intermediary. The original legislation had been 
unintentionally drafted in such a way as to 
potentially include any arrangement where the 
worker operates through a company. This is 
being amended to limit the scope to cases 
where the worker either has a material interest 
in the intermediary (broadly 5%) or has less 
than a material interest and payments received 
by the worker for the services provided is not 
already taxed wholly as employment income.

In addition, the requirement for the worker to 
inform the potential ‘deemed employer’ that a 
relevant intermediary (usually a Personal



Service Company (PSC)) is being used is 
extended to the intermediary itself. This 
ensures that the client is ultimately informed 
that an IR35 decision may be necessary.

Finally, the legislation will be amended to 
ensure that where any person in the labour 
supply chain with a UK connection provides 
fraudulent information, that person will be 
liable for any PAYE and NIC underpayment 
arising as a result.

Van benefits and fuel benefit charges 
for cars and vans
The previous announcement made 4 February 
2021 was confirmed, increasing the flat rate 
van benefit and the fuel benefit charges for 
cars and vans in line with the Consumer Prices 
Index. As announced at Budget 2020, the 
Government will legislate in the Finance Bill 
2021 to reduce the van benefit charge to zero 
for vans that produce zero carbon emissions.

The changes will have effect on and after 6 
April 2021.

In summary, the rates are:

Optional remuneration 
arrangements and Statutory Parental 
Bereavement Pay (SPBP)
A minor change is introduced to ensure that 
recipients of SPBP are not unfairly treated. 

When the OpRA rules were introduced in 2017, 
transitional protection was put in place for 
long-term benefits – school fees, living 
accommodation and company cars – so that 
where these benefits were provided in 
combination with a salary sacrifice 
arrangement, the new rules would not bite 
until 6 April 2021 or if earlier, when any
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contractual change was made. Normally, the 
commencement of Statutory Payments (SMP, 
SAP, SPP or ShPP) would be considered a 
contractual variation so further protection was 
put in place to disregard variations due to 
these payments. At the time, SPBP did not 
exist and so was not included in the list of 
disregarded benefits which could lead to the 
loss of entitlement to income tax and NIC 
advantages of the salary sacrifice scheme.

The Finance Bill 2021 includes a retrospective 
change for the 2020–21 tax year to correct this 
anomaly and HMRC will exercise their 
collection and management powers to not 
collect any income tax and National Insurance 
contributions liabilities prior to the date of 
Royal Assent.

Enterprise Management Incentive 
(EMI)
The time-limited easement to the working time 
requirement for EMI which was introduced for 
the 2020–21 tax year is extended to the 2021–
22 tax year.

Ordinarily, the eligibility conditions of a tax-
advantaged EMI share option scheme include 
a requirement to be working at least 25 hours 
or 75% of normal working time. Where 
employees are furloughed, they may not be 
able to meet this condition.

The measure ensures that employees who are 
either furloughed or taking unpaid leave, or 
have had their working hours reduced as a 
result of coronavirus will remain eligible for the 
tax advantages of the scheme. The new 
measure also includes where new issues of 
EMI share options are granted until 5 April 
2022. 

The Government has also issued a ‘call for 
evidence’ in respect of the EMI scheme, 
seeking views on:  

• whether the current scheme is fulfilling its 
policy objectives of helping Small and 
Medium Enterprises (SMEs) recruit and 
retain employees; 

• whether companies that are ineligible for 
the EMI scheme because they have grown 
beyond the current qualification limits are 
experiencing structural difficulties (i.e. in the 
labour market) when recruiting and 
retaining employees; 

2021–22 2020–21

Van benefit (flat rate) £3,500 £3,490

Van benefit (zero 
emission vans only)

0% of flat 
rate charge

80% of flat 
rate charge

Van fuel (flat rate) £669 £666

Car fuel (multiplier) £24,600 £24,500



• whether the Government should expand the 
EMI scheme to support high growth 
companies and how; 

• whether other forms of remunerations 
could provide similar benefits for retention 
and recruitment as EMI for high-growth 
companies.

Responses to 
emiconsultation@hmtreasury.gov.uk will be 
accepted up to 26 May 2021.
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Corporation tax and other 
business taxes
Self-employed Income Support 
Scheme (SEISS)
The SEISS will be extended to September 2021 
in the form of a fourth and a fifth grant. The 
eligibility criteria will remain the same except 
that the person must have submitted a tax 
return for 2019-20. The amount of each grant 
will be equal to 80% of 3 times average 
monthly profit, capped at £7,500; however, for 
the fifth grant, the grant will be equal to 30% of 
3 times average monthly profit, capped at 
£2,850, where turnover has fallen by less than 
30%.

The fourth grant may be claimed from late 
April and the fifth by late July. Grants four and 
five will be taxable in 2021-22

CORPORATION TAX
Rate of tax

The main rate of corporation tax will be:

• financial year commencing 1 April 2021 –
19%

• financial year commencing 1 April 2022 –
19%

• financial year commencing 1 April 2023 –
25% 

From 1 April 2023, the main rate will only apply 
to companies and groups with profits over 
£250,000 p.a.

Re-introduction of lower rate for companies 
with small profits

From 1 April 2023, the rate of corporation tax 
for companies with profits below £50,000 p.a. 
will be 19%. Companies with profits between 
£50,000 p.a. and £250,000 p.a. will pay at a 
rate that rises from 19% to 25% as profits 
increase along that range. The small profits 
rate will not apply to close investment-holding 
companies.

Diverted profits tax

To reflect the increase in the main rate of 
corporation tax, the rate of DPT will rise to 31% 
on 1 April 2023.

12

Paul Davies MA 
(Cantab) FCA

Paul qualified as a Chartered Accountant and specialised in 
corporation tax with Price Waterhouse before moving to 
Northern Rock plc as Head of Tax. There he spent 16 years 
managing the bank’s tax planning, compliance and risk 
management activities in addition to numerous special 
projects including the conversion of the former building 
society to plc status; successful litigation before the special 
commissioners; and advising on the restructuring of the 
bank following the 2008 financial crisis. More lately Paul 
managed the global tax affairs of a venture capital-backed 
hi-tech communications company. A former North-East tax 
adviser of the year, Paul writes in-depth corporation tax 
content for Croner-i including company reconstructions; 
distributions; company losses; chargeable gains; close 
companies and groups of companies.

Glyn Fullelove
ACA, CTA

Glyn Fullelove is a chartered accountant and chartered tax 
adviser. He has worked in tax for over 30 years.

Glyn qualified with Arthur Andersen and was a partner and 
Head of International Tax for Robson Rhodes before moving 
into commerce in 1998. He then spent most of the next 
twenty years in Head of Tax roles in UK based quoted multi-
national companies, most recently, until September 2018, 
with FTSE 100 group Informa PLC.

Glyn joined Croner-i in July 2020 after a period as a freelance 
tax writer and trainer. He chaired the Chartered Institute of 
Taxation’s Technical committee from May 2016 to May 2019 
and was President of the Institute from May 2019 to 
November 2020. In January 2021 he was appointed an 
Independent Advisor to HMRC’s Professional Standards 
Committee



Extended carry-back for trading losses

Companies will be able to carry back trading 
losses that arise in an accounting period that 
ends between 1 April 2020 and 31 March 2022 
for up to three years. Carried back losses must 
be used against the immediate prior year first 
(with no limit); thereafter, up to £2m of loss can 
be carried back to the previous two years, with 
offset first against the more recent year. The 
limit of £2m applies to each twelve-month 
period ending between 1 April 2020 and 31 
March 2022. 

Accordingly, a company with a 31 December 
year end, making losses in both the year ended 
31 December 2020 and 31 December 2021 
would be able to carry back:

• £2m of losses from the year ended 31 
December 2020 to the years ended 31 
December 2018 and 2017, after it had 
exhausted the carry-back possibilities for 
the year to 31 December 2019; and

• up to £2m of losses from the year ended 31 
December 2021 to the years 31 December 
2019 and 31 December 2018, to the extent 
that those years had not already been fully 
relieved.

The £2m cap applies to a group, requiring 
apportionment of the cap between group 
companies, where the losses that can be 
carried back exceed a de minimis level of 
£200,000. 

The rules apply to unincorporated businesses 
in a similar fashion. 

Research and development expenditure

The Government confirmed that the cap on 
the level of repayable R&D tax credits for small 
and medium size businesses will apply from 1 
April 2021. The annual cap is set at £20,000 
plus three times the company’s PAYE and NIC 
liabilities for the year. 

Consultations on R&D tax relief

A wide-ranging consultation into the future of 
R&D tax relief was announced. 

This review will cover:

• whether any additional types of expenditure 
should qualify for R&D relief;

• the way that relief is given, in particular 
whether the current relief and tax credit 
(RDEC) regimes should be combined into a 
single regime;
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• whether relief should be restricted to 
expenditure incurred on R&D carried out in 
the UK;

• how the regime should be administered, 
including the role of specialist agents; and

• other matters, such as whether the relief 
could better support the development of 
green technology.

The results of the consultation into whether 
expenditure on data systems and cloud 
computing, which closed in July 2020, will be 
rolled into this new review.

This is a major review. It could lead to 
significant changes in how R&D expenditure is 
relieved in the UK.

Tax deductibility of business rates relief 
repayments

Where a business has paid a public body a 
sum in respect of a coronavirus support 
arrangement, such as a relief from business 
rates, such a payment will receive a tax 
deduction, if the original underlying payment 
would have received relief. The relevant 
legislation will be included in Finance Bill 2021.

Reporting rules for digital platforms

The Government will consult on the 
implementation of OECD rules (Model rules for 
reporting by platform operators with respect to 
sellers in the sharing and gig economy) that will 
require digital platforms to send information 
about the income of their sellers to both HMRC 
and the seller themselves.

This will, the Government indicates, ‘help 
taxpayers in the sharing and gig economy get 
their tax right, and help HMRC detect and 
tackle non-compliance’.

A policy paper (Reporting rules for digital 
platforms) is published alongside the Budget. 
This details the introduction of a power to 
make regulations to provide for UK 
implementation of the OECD rules. It includes 
the ability to make provision for penalties for 
failure to comply with the regulations.

The power to make regulations will have effect 
from Royal Assent. Any such regulations, which 
will be subject to consultation as above, are 
not expected to come into force before 1 
January 2023, with reporting not due until 
January 2024.



Repeal of domestic legislation covering the 
interest and royalties directive.

Under EU law, interest and royalties paid by UK 
companies to connected companies resident 
in other EU member states generally had to be 
paid free of withholding tax. UK domestic law 
had been enacted to ensure any such 
payments to companies resident in EU 
member states which would, in principle, be 
subject to a withholding tax, would not suffer a 
deduction. Following Brexit, such legislation will 
be repealed in Finance Bill 2021, and where UK 
domestic law then applies a withholding tax on 
a payment, the position will be governed by 
any relevant provisions in a tax treaty between 
the UK and the EU member state. 

Withdrawal of LIBOR

Various technical amendments to legislation 
will be made in Finance Bill 2021 to ensure 
that leasing provisions continue to operate as 
intended and there are no other unintended 
tax consequences as LIBOR is discontinued.

Hybrids and other mismatches

Technical changes to the hybrid mismatch 
rules, which have been previously announced, 
consulted upon and for which draft legislation 
has been published, are confirmed.  The 
changes mainly ensure that the rules do not go 
beyond their goal of eliminating the tax 
advantage from a hybrid mismatch and do not 
impose a greater level of taxation on top of 
that. The changes will be included in Finance 
Bill 2021.

Corporate interest restriction

Two technical amendments are confirmed and 
will be included in Finance Bill 2021. One 
relates to the special provisions within the 
regime for Real Estate Investment Trusts, and 
the other ensures that where a company has a 
reasonable excuse for filing an Interest 
Restriction Return late (e.g. it has agreed with 
HMRC it is filing its corporation tax returns late 
due to disruption caused by coronavirus), it will 
not be charged penalties.

Corporate loss reliefs

A number of technical amendments to ensure 
the regime works as it was intended to work 
will be included in Finance Bill 2021. They 
affect some very specific situations. 

Northern Ireland Housing Executive

The Government confirmed that it will legislate 
in Finance Bill 2021 to exempt this body from 
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corporation tax, in line with similar bodies 
elsewhere in the UK.

Oil and gas qualifying decommissioning 
expenditure

The Government will amend the legislation 
that defines expenditure which qualifies as 
’general decommissioning expenditure’ to 
ensure that all appropriate expenditure can 
qualify.

This measure will be legislated for in Finance 
Bill 2021 and will apply for expenditure 
incurred on or after 3 March 2021.

Banks: Powers to amend interpretation and other 
provisions

The Government will legislate in Finance Bill 
2021 to update powers to amend the bank 
surcharge, bank loss restriction, and the bank 
levy by way of Statutory Instrument.

These updated powers will allow secondary 
legislation to amend the banking definitions 
used within these rules following 
implementation of the Investment Firms 
Prudential Regime from 1 January 2022, 
retrospectively if made before 30 June 2022. 
The changes will come into effect following 
Royal Assent, after consultation on draft 
regulations during 2021.

Banks: Review of banking surcharge

The Government believes that the combined 
effect of the additional bank surcharge of 8%, 
and the increase in the main corporation tax 
rate to 25%, would be to make the combined 
level of UK tax on banks too high and make 
banks uncompetitive. It will therefore review 
the surcharge on banking companies and, in 
Autumn 2021, set out how it intends to ensure 
that the combined rate of tax on banks’ profits 
does not increase substantially from its current 
level; that rates of taxation here are 
competitive with our major competitors in the 
US and the EU; and that the UK tax system is 
supportive of competition in the UK banking 
sector.

Changes will be legislated in Finance Bill 2021 
to 2022.

Plastic packaging tax

This measure was originally envisaged in 
Budget 2017, when the Government 
announced a call for evidence into using the 
tax system to tackle single-use plastic waste.



The new tax was confirmed in Budget 2018 
followed by a consultation in February 2019 on 
the design of the tax. A summary of responses 
report was published in July 2019. At Budget 
2020, the Government announced key 
decisions followed by further consultation on 
design and implementation. Draft primary 
legislation was published on 12 November 
2020 for technical consultation alongside a 
summary of responses to the 2020 
consultation.

Plastic packaging tax is a new tax that will apply 
to plastic packaging manufactured in, or 
imported into, the UK. Plastic packaging for 
these purposes is packaging that is 
predominantly plastic by weight. The tax will 
not apply to any plastic packaging which 
contains at least 30% recycled plastic, or any 
packaging which is not predominantly plastic 
by weight. Imported plastic packaging will be 
liable to the tax regardless of whether the 
packaging is filled or unfilled.

Key features of the legislation to be introduced 
in Finance Bill 2021 include:

• a £200 per tonne tax rate for packaging with 
less than 30% recycled plastic;

• a registration threshold of 10 tonnes of 
plastic packaging manufactured in or 
imported into the UK per annum;

• scope of the tax defined by reference to the 
type of taxable product and recycled 
content;

• exemption for manufacturers and importers 
of small quantities of plastic packaging;

• details of who will be liable to pay the tax 
and need to register with HMRC

• details of how the tax will be collected, 
recovered and enforced;

• details of how the tax will be relieved on 
exports.

CAPITAL ALLOWANCES
Super-deduction and 50% first-year allowances

Between 1 April 2021 and 31 March 2023, 
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companies investing in qualifying new plant 
and machinery will benefit from new first-year 
capital allowances. Investments in main-rate 
capital allowance assets (normally eligible for 
an 18% writing down) will be relieved by a 
130% super-deduction, and investments in 
assets qualifying for special rate relief 
(normally eligible for a 6% special rate writing 
down allowance) will benefit from a 50% first-
year allowance.

This measure will be legislated for in Finance 
Bill 2021 including consequential amendments 
to Capital Allowances Act 2001. Draft 
legislation is available on the GOV.UK website.

Key features are as follows.

• Certain expenditure will be excluded, e.g. 
the general exclusions at CAA 2001, s. 46 
will apply and there will be exclusions for 
used and second-hand assets and 
expenditure on contracts entered into prior 
to 3 March 2021 even if expenditures are 
incurred after 1 April 2021.

• Assets used wholly within a ring fence trade 
will be excluded from the super-deduction, 
as they already have a 100% allowance, with 
assets used partly in a ring fence trade 
temporarily qualifying for a 100% first-year 
allowance.

• Plant and machinery expenditure incurred 
under a hire purchase or similar contract will 
have to meet additional conditions to 
qualify.

• The rate of the super-deduction will be time-
apportioned if an accounting period 
straddles 1 April 2023.

• New disposal rules will apply to assets for 
which these allowances have been claimed. 
Disposal receipts should be treated as 
balancing charges, instead of being taken to 
pools. The measure will include rules which 
treat only part of the disposal receipt as a 
balancing charge, if part of the original 
expenditure is claimed by these temporary 
allowances, or part is claimed by other 
capital allowances. 



• For assets that have been claimed under the 
super-deduction, the disposal value for 
capital allowance purposes will take the 
disposal receipt and apply a factor of 1.3, 
except where disposals occur in accounting 
periods straddling 1 April 2023, resulting in 
a factor lower than 1.3. This rule does not 
apply to the 50% first-year allowance for 
special rate expenditures.

• Anti-avoidance provisions will counteract 
arrangements which are contrived, 
abnormal, or lacking a genuine commercial 
purpose and existing rules in CAA 2001, Pt. 
2, Ch. 17 will apply, including the exclusion 
of connected party transactions from first-
year allowances.

Annual investment allowance

The temporary £1,000,000 limit for the annual 
investment allowance will be extended by one 
year with effect from 1 January 2021 to 31 
December 2021.

This measure was previously announced on 12 
November 2020 and will be legislated for in 
Finance Bill 2021.

Plant and machinery leases: restoration of pre-
Covid-19 treatment

This measure will disapply certain anti-
avoidance provisions affecting leases extended 
as a result of Covid-19. The effect will be to 
restore eligibility for capital allowances to the 
position originally intended as of the time 
immediately prior to the date of the change in 
consideration due under the lease. The 
change will affect leases only where a relevant 
change in consideration is implemented 
between 1 January 2020 and 30 June 2021.
Either party may choose not to apply this 
treatment, the election for which will be 
binding on both parties.

This measure will be legislated for in Finance 
Bill 2021.

FREEPORTS
Power to designate Freeport tax sites

Tax sites within the eight new English 
Freeports will need to be approved and 
confirmed by the Government. Once tax sites 
within these Freeports have been designated, 
businesses in those tax sites will be able to
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benefit from a number of tax reliefs. Finance 
Bill 2021 will therefore introduce a power that 
enables areas in Great Britain to be designated 
by the Government as Freeport tax sites and 
confirmed through secondary legislation. The 
Government will bring forward similar 
legislation in Northern Ireland at a later date.

This measure was previously announced in the 
Freeports bidding prospectus published on 16 
November 2020 and will be legislated for in 
Finance Bill 2021. It will take effect on or after 9 
March 2021.

Enhanced Structures and Buildings Allowance

An enhanced 10% rate of Structures and 
Buildings Allowance (SBA) will be introduced in 
relation to designated tax sites within the eight 
new English Freeports. The 10% enhanced rate 
of SBA will be made available in the designated 
tax sites once the site has been designated for 
corporation tax and income tax purposes. To 
qualify, the structure or building must be 
brought into use on or before 30 September 
2026.

This measure was previously announced in the 
Freeports bidding prospectus published on 16 
November 2020 and will be legislated for in 
Finance Bill 2021.

Enhanced capital allowances

An enhanced 100% capital allowance will be 
introduced in relation to designated sites 
within the eight new English Freeports. The 
100% allowance will be made available for 
companies investing in plant and machinery in 
the designated tax sites once the site has been 
designated for corporation tax and income tax 
purposes. The measure will have effect for 
investment incurred on or after designation of 
tax sites and will continue until 30 September 
2026.

This measure was previously announced in the 
Freeports bidding prospectus published on 16 
November 2020 and will be legislated for in 
Finance Bill 2021.
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Capital gains tax

CGT annual exempt amount 
Legislation will be introduced in Finance Bill 
2021 to override the automatic increase in the 
CGT annual exempt amount in line with 
increases in CPI (TCGA 1992, s. 1L). The current 
annual exempt amount of £12,300 for 
individuals, personal representatives and 
trustees of disabled trusts and of £6,150 for 
most other trusts will be retained for tax years 
2021–22 to 2025–26.

CGT relief for gifts of business assets 
An anti-avoidance rule in TCGA 1992, s. 166 
applies to deny business asset gift relief when 
assets are gifted to a non-resident. This is 
extended by s. 167 to gifts to companies 
controlled by non-residents who are 
connected with the transferor.  Legislation to 
be introduced in Finance Bill 2021 will ensure 
that the rule in s. 167 also applies (for 
disposals on or after 6 April 2021) to a gift is 
made by a non-resident transferor who 
controls the recipient company.
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Inheritance tax
IHT nil rate band and residence nil 
rate band thresholds 
The 2020–21 inheritance tax nil rate band of 
£325,000 and the residence nil rate band of 
£175,000 (applicable where the value of the 
individual’s estate does not exceed the taper 
threshold of £2m) are to be retained until 
2025–26.  The taper threshold will remain at 
£2m.  This overrides the requirements (in IHTA 
1984, s. 8(1) and s. 8D(7)) for these amounts to 
be increased in line with the increase in CPI.



Stamp taxes and ATED
Extension of the temporary increase 
to the stamp duty land tax nil-rate 
band for residential properties
The temporary increase of the SDLT nil-rate 
band from £125,000 to £500,000, which was 
due to end on 31 March 2021, is to be 
extended until 30 June 2021. There will then 
be a phased return to the previous £125,000 
nil-rate band by means of a nil-rate band of 
£250,000, which is to apply from 1 July to 30 
September 2021.

The £500,000 nil-rate band came into effect on 
8 July 2020 and will now apply to all 
transactions with an effective date between 8 
July 2020 and 30 June 2021 (this period is 
referred to as ‘the initial temporary-relief 
period’). For transactions with an effective date 
from 1 July 2021 to 30 September 2021, the 
nil-rate band is £250,000 (this period is 
referred to as ‘the further temporary-relief 
period’). Thereafter, for transactions with an 
effective date on or after 1 October 2021, the 
nil-rate band reverts to £125,000.

The effective date of a land transaction is 
normally the date of completion. Where there 
is substantial performance before completion, 
the effective date is the date of substantial 
performance but there is deemed to be a 
second transaction on the date of completion. 
Legislation will be introduced to ensure that no 
additional tax is due on completion if the only 
reason for that additional tax would be 
because completion takes place in a later 
period when the nil-rate band has been 
reduced.

The further extension of the £500,000 nil-rate-
band period and the introduction of the 
intermediate £250,000 nil-rate band are also 
to apply to the rents under a new lease of 
residential property. However, these changes, 
like the original relief, do not extend to 
commercial or mixed property.

First-Time Buyers’ Relief will remain suspended 
until 30 June 2021 but come into effect again 
on 1 July 2021.

As a consequence of the changes, the SDLT 
payable on a house purchased on 1 May 2021
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for £600,000 will be £5,000 (as currently). The 
same purchase on 1 August 2021 would result 
in SDLT of £17,500; whereas SDLT of £20,000 
would be due on the same purchase if it took 
place after 30 September 2021.

Stamp duty land tax applies to property in 
England and Northern Ireland only. Neither the 
Scottish Government nor the Welsh 
Government has yet announced whether it will 
follow suit with respect to its own version of 
the temporary relief (with respect to land and 
buildings transaction tax in Scotland and land 
transaction tax in Wales). These are also due to 
end on 31 March 2021.

Stamp duty land tax relief for 
Freeports
The Chancellor announced that eight new 
Freeports in various locations in England would 
be designated in the near future. Once a site 
has been designated, purchases of land and 
buildings within that area will benefit from 
relief from SDLT.

The relief will apply to qualifying transactions 
with an effective date from the date of 
designation of the Freeport site in question 
until 30 September 2026.



For a transaction to qualify, the land must be 
acquired and used in a qualifying manner. 
Relief will be withdrawn if the purchaser fails or 
ceases to use the land in a qualifying manner 
during a three-year control period.

Further details have not been announced, but 
the consultation documents and the Bidding 
Prospectus suggest that the relief (likely to be 
an exemption) would apply to non-residential 
property to be used for a commercial activity.

Non-UK-resident SDLT
The Chancellor has confirmed that the two 
percentage-point surcharge on all relevant 
SDLT rates will apply as previously announced 
from 1 April 2021 to purchases of residential 
property by persons not resident in the UK.

Draft legislation released last year indicates 
that the surcharge will apply to land 
transactions with an effective date falling after 
31 March 2021 where the purchaser is non-UK 
resident and will apply to both individuals and 
corporate purchasers. There are likely to be 
transitional provisions.

Residence for individual purchasers will be 
based on a new test; namely, an individual will 
be considered non-resident for this purpose if 
he or she was present in the UK for fewer than 
183 days during any continuous 365-day 
period within a window beginning 364 days 
before the transaction and ending 365 days 
after the transaction.

Residence for corporate purchasers will be the 
test used for corporation tax; namely, that a 
company will be considered non-resident if it is 
neither incorporated in the UK nor centrally 
managed or controlled in the UK at the 
effective date of the transaction.

A separate test would apply in respect of 
trustees.

Draft legislation may be subject to amendment 
as it passes through Parliament.

Relief from ATED and 15% rate of 
SDLT for housing co-operatives
Following consultation over the summer, the 
Government will proceed with relief from ATED 
(annual tax on enveloped dwellings) and the 
higher 15% rate of stamp duty land tax
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normally applicable to purchases of residential 
property by corporates for a consideration of 
over £500,000 to purchases by qualifying 
housing co-operatives.

The measure is aimed at non-publicly funded, 
non-social housing co-operatives with no 
transferable share capital.

For ATED purposes, the relief will be backdated 
to 1 April 2020, so that property owned by 
qualifying co-operatives will be exempt from 
ATED from that date.

For the purposes of SDLT, exemption from the 
flat 15% higher rate will apply to transactions 
with an effective date after 2 March 2021. The 
normal rates of SDLT for residential property 
will apply instead.

ATED applies throughout the UK but SDLT 
applies to land situated in England or Northern 
Ireland only.

Rates of ATED for 2021–22
ATED (the annual tax on enveloped dwellings) 
applies to residential property of a value 
greater than £500,000 owned by companies, 
partnerships with at least one corporate 
partner or collective investment schemes and 
is levied in respect of chargeable periods 
beginning on 1 April each calendar year.

ATED rates are indexed by reference to the 
value of the CPI (consumer price index) in the 
previous September. The rates of ATED for 
2021–22 will accordingly rise by 0.5% in line 
with the CPI in September 2020.

This means that the lowest rate (applicable to 
property with a value between £500,001 and 
£1,000,000) remains at £3,700, while the 
highest rate (applicable to property with a 
value of over £20m) increases to £237,400.



VAT
Introduction of a new reduced rate 
for hospitality, holiday 
accommodation and attractions 
A temporary reduced rate of 5% VAT was 
introduced, from 15 July 2020, in relation to 
certain supplies of: 

• hospitality;

• hotel accommodation;

• holiday accommodation; and

• admission to visitor attractions.

The reduced rate was due to end on 31 March 
2021.  That period is to be extended until 30 
September 2021 when it will be replaced by a 
new reduced rate of 12.5%, for six months, to 
assist in the transition back to the standard 
rate of VAT. 

The new reduced rate will apply in the period 
from 1 October 2021 to 31 March 2022.

The scope of the relief will remain unchanged.

Legislating for the VAT deferral new 
payment scheme and deterrent 
As part of the Government’s support during 
Covid-19, businesses were given the option to 
defer their VAT payments due between 20 
March and 30 June 2020.

A new payment scheme has been available 
since February that allows businesses with 
deferred VAT to spread their payments over a 
series of up to 11 equal monthly instalments 
on an interest-free basis from March 2021.

Businesses can also pay the full deferred 
amount by 31 March 2021 or contact HMRC to 
arrange an alternative way of paying.

The Government intends to bring forward 
provisions in the Finance Bill to:

• enable the continued operation of the 
scheme; and

• introduce a penalty for late payment of 
deferred VAT.
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New penalty
If businesses have not paid in full, opted into 
the new payment scheme, or made an 
alternative arrangement to pay the deferred 
VAT by 30 June 2021, a penalty of 5% of the 
deferred VAT that is outstanding could become 
chargeable.

The normal default surcharge approach will 
not apply to deferred VAT.

Maintain VAT thresholds for two 
years from 1 April 2022
The VAT registration and deregistration 
thresholds are to be maintained at current 
levels for two years from 1 April 2022.

The taxable turnover threshold which 
determines whether a person must be 
registered for VAT will remain at £85,000 until 
31 March 2024.

The taxable turnover threshold which 
determines whether a person may apply for 
deregistration will remain at £83,000 until 31 
March 2024.

Extending MTD for value added tax 
to all VAT registered businesses from 
1 April 2022 
The scope of Making Tax Digital for VAT is to be 
extended to all VAT registered businesses with 
effect from 1 April 2022.

From their first VAT period after 1 April 2022, 
those businesses with a taxable turnover 
below the VAT registration threshold and who 
have not previously been required to operate 
MTD will have to:

• keep their VAT records digitally; and

• submit their VAT return information through 
MTD compatible software.

S4C: s. 33 refund
In Spring 2020, HM Treasury and the 
Department for Digital, Culture, Media and 
Sport conducted an internal review, which 
concluded that there are no other 
broadcasters in a similar position to S4C.

22

Accordingly, S4C is to be added to the special 
VAT refund scheme for public bodies, under 
VATA 1994, s. 33, which will allow S4C to 
receive a refund of VAT incurred on its public 
service activities.



Excise duties
Alcohol, tobacco and gaming duties
Although there will be an uplift in line with RPI 
to the gross yields on which casinos pay 
gaming duty, the other gaming duties, as well 
as alcohol and tobacco duty were unchanged 
in the Budget.

Air passenger duty 
Air passenger duty rates were increased in line 
with inflation.

Vehicle excise duty and HGV road 
user levy 
The Chancellor announced that, as in previous 
years, there would be an annual increase in 
line with RPI for the vehicle excise duty payable 
on motorcars, vans, motorcycles and motor 
tricycles.

In order to support the haulage industry it was 
announced that the vehicle excise duty due on 
heavy goods vehicles would be frozen and, in 
addition, the twelve-month suspension of HGV 
road user levy announced last August would 
be continued for another twelve months from 
1 August 2021.

Fuel duty (including red diesel)
Rates of fuel duty were unchanged in the 
Budget, therefore, with the exception of one 
increase to the duty due on aviation fuel which 
came into effect from 1 January 2021, there 
have been no increases to fuel duty since 23 
March 2011.

Red diesel and rebated biofuels are subject to 
lower rates of duty than other fuels.  For 
example, the rate paid on red diesel is £0.1114 
per litre compared to the £0.5795 paid per 
litre on white diesel.   In the 2020 Budget, the 
Government announced that it would be 
consulting on restricting the use of these fuels.  
This followed concerns that the fuels were 
being used for commercial purposes in 
preference to fuels taxed at higher rates, and a 
finding by the European Court of Justice that it 
was unlawful of the UK (while it was a member
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of the EU single market and customs union) to 
permit private pleasure craft to use red diesel.

In response to this consultation, the Chancellor 
has announced measures to restrict the use of 
red diesel and rebated biofuels.  The aim of 
the measures is to restrict the use of these oils 
to non-commercial purposes, but there will be 
reliefs for the farming and fishing industries.  In 
addition, with the exception of use for the 
propulsion of private pleasure craft in 
Northern Ireland, the use of red diesel will be 
permitted in all marine craft operating in UK 
waters.
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Customs duty
Goods seized ‘in situ’
Goods seized by HMRC in the event of non-
payment of import VAT and import duty may 
be held ‘in situ’, i.e. they are held at a trader’s 
premises rather than at a Border Force 
controlled Queen’s warehouse.  The Finance 
Bill will contain provisions to introduce a new 
penalty for persons who remove goods which 
have been seized ‘in situ’ without prior 
authorisation.

Relief if approval to use a due 
diligence scheme withheld
There are a number of due diligence schemes 
which enable approved traders to more easily 
account for excise duty and/or the customs 
duty due on imported goods.  Currently, if 
HMRC approval to use a scheme has been 
revoked, traders who appeal against the 
revocation cannot continue to use the scheme 
until their appeal has been successful.  Under 
measures to be introduced, HMRC will be able 
to grant a temporary approval which will 
enable businesses to continue to use the 
scheme while their appeal is being considered.

Temporary approval will be available for the 
following schemes:

• Alcohol Wholesaler Registration Scheme

• Warehousekeepers and Owners of 
Warehoused Goods

• Registered Dealers in Controlled Oil

• Tobacco Products Machinery Licensing

• Raw Tobacco Approval Scheme

• Fulfilment Houses

Northern Ireland steel import duty 
measure
Legislation in Finance Bill 2021 which will, with 
retrospective effect from 1 January 2021, 
enable businesses which import steel 
originating from countries outside the EU and 
the UK into Northern Ireland to access the UK 
safeguard quotas or an equivalent in-quota
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tariff treatment provided the relevant EU tariff 
rate quota is open. This means that such steel 
imports will not be subject to the EU out-of-
quota safeguard tariff where there is capacity 
in the relevant quota.

The measure will also provide that existing 
powers to make secondary legislation, 
contained in the Taxation (Cross-border 
Trader) Act 2018, can, with appropriate 
Parliamentary engagement, be used to extend 
the measure retrospectively to other goods 
which, like steel, would otherwise be subject to 
prohibitive EU out-of-quota rates, provided any 
retrospective provision does not impose or 
increase taxation.

Freeports
As covered as part of ‘Budget 2021: 
corporation and business taxes’ the 
government is planning to designate eight new 
English Freeports.



Environmental taxes
There were few surprises in the Budget when 
considering the various environmental taxes.  
The Chancellor:

• confirmed that the 2021–22 increases to 
landfill tax and climate change levy 
announced at the 2020 Budget would go 
ahead as planned.; 

• continued the freeze on aggregates levy 
which has been in place since 1 April 2009, 
although an increase in line with RPI can be 
expected for 2022–23;

• announced that the Finance Bill will include 
legislation to introduce a plastic packaging 
tax from 1 April 2022 (as covered as part of 
‘Budget 2021: corporation and business 
taxes’); and 

• confirmed that, following last December’s 
announcement of agreement with the EU 
regarding a UK Emissions Trading Scheme 
which would align with the EU Emissions 
Trading Scheme, the carbon emissions tax 
announced in 2018 would not be 
introduced.
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Anti-avoidance and evasion
The Chancellor said the Budget built on 
reforms that had seen the Government secure 
and protect over £250bn of revenue since 
2010 that would have otherwise gone unpaid, 
by introducing further measures to tackle tax 
avoidance, evasion and other forms of non-
compliance. Action to tackle tax avoidance, 
evasion and non-compliance would raise, he 
forecast, an additional £2.2bn between now 
and 2025–26.

In connection with this, a further £180m will be 
invested in 2021–22 in additional resources 
and new technology for HMRC. These 
additional resources include enabling HMRC 
to:

• recruit additional compliance staff to 
increase their ability to target non-
compliance through illicit financial flows; and

• continue to fund compliance work on the 
loan charge, historic disguised remuneration 
cases and early intervention to encourage 
individuals to exit tax avoidance schemes.

Budget 2021 announcements 
A good number of the Budget announcements 
represent the culmination of prior consultation 
and previously published draft Finance Bill 
legislation. These materials emerged over the 
course of 2020, and some of the detail 
involved is set out in subsequent sections, 
below.

Specific Budget day announcements are listed 
in this section.

Reporting rules for digital platforms
The Government will consult on the 
implementation of OECD rules (Model rules for 
reporting by platform operators with respect to 
sellers in the sharing and gig economy) that will 
require digital platforms to send information 
about the income of their sellers to both HMRC 
and the seller themselves.

This will, the Government indicates, ‘help 
taxpayers in the sharing and gig economy get 
their tax right, and help HMRC detect and 
tackle non-compliance’.
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A policy paper (Reporting rules for digital 
platforms) is published alongside the Budget. 
This details the introduction of a power to 
make regulations to provide for UK 
implementation of the OECD rules. It includes 
the ability to make provision for penalties for 
failure to comply with the regulations.

The power to make regulations will have effect 
from Royal Assent. Any such regulations, which 
will be subject to consultation as above, are 
not expected to come into force before 1 
January 2023, with reporting not due until 
January 2024..

OECD Mandatory Disclosure Rules
The Government will consult on the 
implementation of OECD rules (Model 
mandatory disclosure rules for CRS avoidance 
arrangements and opaque offshore structures) 
to combat offshore tax evasion by facilitating 
global exchange of information on certain 
cross-border tax arrangements.

Tackling promoters of tax avoidance
Following a consultation in 2020, a paper 
(Tackling Promoters of Tax Avoidance: 
Summary of responses) is published alongside 
the Budget This sets out the package of



measures to strengthen existing anti-
avoidance regimes and tighten the rules 
designed to tackle promoters and enablers of 
tax avoidance schemes. 

The measures: 

• strengthen information powers for HMRC’s 
existing regime to tackle enablers of tax 
avoidance schemes and ensure enabler 
penalties are issued sooner for multi-user 
schemes;

• enable HMRC to act promptly where 
promoters fail to disclose their avoidance 
schemes under the Disclosure of Tax 
Avoidance Schemes and Disclosure of VAT 
and other Indirect Taxes (DOTAS and 
DASVOIT) regimes;

• allow HMRC to stop promoters from 
marketing and selling avoidance schemes 
earlier and ensure promoters fulfil their 
obligations under the Promoters of Tax 
Avoidance Schemes (POTAS) regime;

• make further technical amendments to the 
POTAS regime, so the regime can continue 
to operate effectively;

• make additional changes to the General 
Anti-Abuse Rule (GAAR) so it can be used as 
intended to tackle avoidance using 
partnerships.

The measures will be effective from Royal 
Assent.

Further detail on each of these measures, as 
originally proposed, is set out in the section 
July 2020 announcements , below; as a result 
of consultation however, some changes to the 
measures have been announced at Budget 
2021, as follows.

Strengthening information powers
The Government agrees that HMRC should not 
be able to name those involved until after a 
Scheme Reference Number has been issued; it 
also agrees with respondents about the need 
for strong governance and ‘will ensure HMRC 
applies robust governance processes to 
ensure these powers are used appropriately’. 
HMRC will publish guidance setting these out.
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Stop notices
The Government will revise the proposals to 
include additional legal protections. This 
includes changing the test in relation to stop 
notices: instead of a stop notice being issued 
where there is a ‘reasonable suspicion of the 
main benefit of the arrangements being a tax 
advantage’, it will require an authorised officer 
to ‘consider that it is likely that 
arrangements/proposed arrangements will not 
be able to obtain a tax advantage’.

The legislation will include a power for HMRC 
to issue a stop notice where promoters fail to 
provide information required under the 
proposed earlier DOTAS/DASVOIT power.

HMRC will make clear that where a scheme has 
been disclosed under DOTAS, including for 
stamp duty land tax and inheritance tax 
schemes, a stop notice will only be issued 
where the scheme continues to be promoted.

Follower notice penalties
There will be a reduction in the penalties that 
may be charged to people receiving follower 
notices as a result of using tax avoidance 
schemes, from 50% to 30% of the tax under 
dispute. A further penalty of 20% will be 
charged if the tax tribunal decides that the 
recipient’s continued litigation against HMRC is 
unreasonable.

This will be effective from Royal Assent.

This follows a short consultation which closed 
in January 2021, and a paper (Follower Notices 
and Penalties: Summary of responses) is 
published alongside the Budget. See also the 
section December 2020 announcements, 
below.

Continuing work on tax avoidance
In the Foreword to its paper Tackling 
Promoters of Tax Avoidance: Summary of 
responses, the Government set out some 
further areas of work against tax avoidance. 

• It would shortly be publishing a response to 
the call for evidence on tackling the use of 
disguised remuneration tax avoidance 
schemes, including the role of promoters in 
those schemes.



• A summary of responses on raising 
standards in the tax advice market was 
published in November, and the 
Government would shortly be undertaking a 
follow-up consultation on proposals to 
require tax advisers to hold Professional 
Indemnity Insurance.

• The Government would also shortly be 
launching a consultation on a further 
package of measures, announced in 
November, which aim to benefit taxpayers 
by giving them greater protection from 
promoters, while ensuring promoters face 
tough actions to discourage them from 
operating.

Preventing abuse of the R&D relief for 
SMEs
The amount of SME payable R&D tax credit 
that a business can receive in any one year will 
be capped at £20,000 plus three times the 
company’s total PAYE and NICs liability, in 
order to deter abuse.

This measure will be effective for accounting 
periods beginning on or after 1 April 2021. 

Powers to tackle electronic sales suppression 
(ESS)

The Government will introduce new powers to 
make the possession, manufacture, 
distribution and promotion of ESS software 
and hardware an offence. This will enable 
HMRC to tackle tax evasion undertaken by 
those businesses that use software and 
hardware to hide or reduce the value of 
transactions and the corresponding tax 
liabilities. New ESS-specific information powers 
will allow HMRC investigators to identify 
developers and suppliers in the ESS supply 
chain and access software developers’ source 
code.

Amendment to HMRC’s civil information 
powers
A new Financial Institution Notice (FIN) will be 
introduced that will be used to require 
financial institutions to provide information to 
HMRC when requested about a specific 
taxpayer, without the need for approval from 
the independent tribunal that considers tax 
matters.
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The new process will speed up the time HMRC 
take to deal with international exchange of 
information requests and ‘bring the UK into 
line with international standards on tax 
transparency and on the quality and speed of 
exchange of tax information’.

The FIN will be balanced by a number of 
taxpayer safeguards, including: 

• the information sought will have to be 
reasonably required for the purpose of 
checking a known taxpayer’s tax position –
for international requests the information in 
the FIN will need to be relevant to the 
administration or collection of tax and the 
jurisdiction requesting the information 
would need to have exhausted all 
reasonable domestic ways to get the 
information;

• documents subject to legal professional 
privilege cannot be requested;

• HMRC will be required to tell the taxpayer 
why the information is needed, unless a tax 
tribunal rules this condition should not 
apply;

• an authorised officer of HMRC (someone 
with the relevant experience and training) 
will need to approve the decision to issue a 
FIN;

• if a financial institution does not comply with 
a FIN and as a result HMRC charges 
penalties, the financial institution will be able 
to appeal against the penalties.

In addition, HMRC will report to Parliament 
annually on the use of the FIN.

The measure will be effective from Royal 
Assent.

Amendment to the Customs and 
Excise Management Act
A civil penalty will be introduced for the 
unauthorised removal of goods that have been 
seized from the trader’s premises, or ‘in situ’. A 
penalty will apply to traders removing seized 
goods without prior authorisation from HMRC.

The measure will be effective from Royal 
Assent.



Tax Conditionality: Licensing in 
Scotland and Northern Ireland
The Government will make the renewal of 
certain licences in Scotland and Northern 
Ireland conditional on applicants completing 
checks that confirm they are appropriately 
registered for tax, consistent with reforms 
which come into force in England and Wales in 
April 2022: 

• in Scotland, this will apply to licences to drive 
taxis and Private Hire Cars (PHCs) or operate 
from PHC booking offices, and licences to be 
a metal dealer;

• in Northern Ireland, this will apply to licences 
to drive taxis.

The measure will be effective from April 2023.

Licensing bodies will have to obtain 
confirmation that an applicant has completed 
the check before deciding on their renewal 
application, making it more difficult for traders 
to operate in the hidden economy. The 
Government will consult on how to implement 
this reform. The Government remains 
committed to seeking views on the wider 
application of tax conditionality.

December 2020 announcement 
Draft Finance Bill 2021 clauses, and a related 
consultation, were published in December 
2020 concerning proposed amendments to 
follower notice penalties.

A follower notice (FN) is a legal request by 
HMRC to a taxpayer who has used a tax 
avoidance scheme to remove the tax 
advantage they have claimed, for example by 
amending their tax return. FNs can only be 
issued when the scheme has been defeated in 
another person’s litigation. A person receiving 
an FN will incur a penalty if they do not take 
the corrective action by the deadline set out in 
the notice.

Proposed amendment to follower 
notice penalties
The consultation proposed that follower notice 
penalties be amended to:

• reduce the rate of the penalty from 50% to 
30% of the tax in dispute (proposed 
amendment to FA 2014, s. 209(1));
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• introduce an additional penalty of 20% of 
the tax in dispute when a penalty has been 
issued and not withdrawn, the person 
continues their dispute with HMRC over 
their use of the scheme as far as making an 
appeal and either:

• the tribunal or court strikes out the person’s appeal 
on the grounds it stands no reasonable prospect of 
success or there has been an abuse of process; or

• the tribunal or court makes a statement that the 
person has acted unreasonably in bringing or 
conducting the proceedings.

Any additional penalty would have to be issued 
by the end of a period of 90 days from the day 
the tribunal or court hands down its decision 
or makes the relevant statement.

November 2020 announcements 
In line with the Government’s commitment to 
publish tax legislation in draft for technical 
consultation before the relevant Finance Bill is 
laid before Parliament, a number of measures 
were published in November 2020.

Changes to tackle CIS (construction 
industry scheme) abuse
Four amendments will be made to the 
construction industry scheme (CIS) provisions 
in Finance Act 2004, Pt. 3, Ch. 3 to: 

• simplify the ‘deemed contractor’ rules (FA 
2004, s. 59);

• clarify the rules on deductions for costs of 
materials purchased by a sub-contractor to 
fulfil a construction contract (FA 2004, s. 61);

• provide new powers for HMRC to restrict CIS 
set-off claims with detailed rules provided in 
regulations (FA 2004, s. 62 and SI 
2005/2045); and

• expand the scope of current penalties for 
providing false information for registration 
to persons facilitating the application (FA 
2004, s. 72).

These changes, effective from 6 April 2021, are 
‘designed to tackle abuse of the CIS rules, to 
remove scope for different interpretations of 
the existing cost of materials rule and to 
prevent manipulation of the current deemed 
contractor rules to avoid operating the CIS’; 
they follow consultation published in March 
2020.



Amendment to the hybrid and other 
mismatches regime for corporation tax

Amendments will be made to the hybrid 
mismatch rules which cause certain amounts 
of taxable income received by corporation tax 
payers to be treated as dual inclusion income 
for the purposes of those rules, in 
circumstances where no tax deduction is 
available to the entity making payment of the 
amounts in question (TIOPA 2010, Pt. 6A). 

The amendments, with retrospective effect to 
1 January 2017, are ‘to ensure that the regime 
operates proportionately and as intended’; 
they follow a consultation published in March 
2020.

Preventing abuse of R&D tax relief for 
SMEs
A new restriction will be introduced to the 
payable element of the research and 
development tax credit for companies which 
are small or medium-sized enterprises (CTA 
2009, Pt. 13, Ch. 2 and CTA 2010, Pt. 8B, Ch. 9). 
The restriction – referred to as ‘the cap’ – is 
based upon the Pay-As-You-Earn (PAYE) and 
National Insurance contributions (NIC) that the 
company is required to pay for its own 
employees, as well as some PAYE and NIC of 
connected companies. 

This measure, effective for accounting periods 
beginning on or after 1 April 2021, is ‘to deter 
abuse’; it follows an initial consultation in 
Spring 2019 and further consultation 
published in March 2020.

July 2020 announcements 
As with the November 2020 announcements, a 
number of other proposed measures (with 
related consultation and draft legislative 
clauses) were published in July 2020.

Tackling promoters and enablers of 
tax avoidance schemes
This was one of the major consultation 
exercises during 2020, with several proposals 
put out for comment. All of these have been 
taken forward (see under Budget 2021 
announcements  above), to have effect from 
Royal Assent to Finance Bill 2021.
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Amending the DOTAS rules
Changes were proposed to the Disclosure of 
Tax Avoidance Schemes (‘DOTAS’) rules, to 
require information to be provided at an 
earlier stage.

This would be achieved through a proposed 
new information power, which would require 
the provision of all documents and information 
that relate to the arrangements or proposed 
arrangements in question (to include details of 
all parties that are involved in the selling and 
operation of the scheme).

Where a scheme is not disclosed and HMRC 
have reason to suspect that the main purpose, 
or one of the main purposes, of the scheme is 
the obtaining of a tax advantage, they would 
be able to issue a notice requiring information 
about the scheme to be provided within 30 
days.

If no information is received by the end of the 
30-day period, or the information provided is 
not sufficient to satisfy HMRC that the scheme 
is not disclosable, HMRC would be able to 
issue a Scheme Reference Number (SRN) to all 
parties involved in the designing, marketing, 
organisation, and management of the scheme 
at that time.

Promoters, enablers and others subject to 
these proposed rules would have a right of 
appeal against the issue of an SRN under this 
procedure. The grounds of appeal would be 
that HMRC did not have ‘reasonable grounds 
for believing’ that the arrangements are 
notifiable and had not met the conditions for 
issuing an SRN.

It was proposed that these changes for DOTAS 
would apply to the Disclosure of Avoidance 
Schemes – VAT and Other Indirect Taxes 
(‘DASVOIT’) in the same way.

Penalties for enablers of defeated tax 
avoidance
Penalties (known as ‘enabler penalties’) may be 
imposed on people who enable the use of tax 
avoidance schemes which are later defeated 
either in the courts or the tribunal or where 
otherwise counteracted.



It was proposed that where the same proposal 
for arrangements is implemented more than 
once and the abusive tax arrangements are 
substantially the same, the existing threshold 
rule would be amended so that HMRC would 
be able to assess an enabler penalty (even if 
the particular arrangements concerned have 
not been defeated by a tribunal or court) if one 
of these conditions has been met: 

• at least one of the related arrangements 
implementing the proposal has been 
defeated by a tribunal or court; or

• HMRC reasonably believe that the required 
number or percentage of relevant defeats 
has been reached in accordance with a 
legislative table (this table contains a sliding 
scale: where the number of related 
arrangements is 20 or less, the required 
percentage for ‘defeated arrangements’ is 
50% or more, reducing as the number of 
related arrangements increases).

It was proposed too that HMRC would also be 
able to use their information and inspection 
powers to: 

• check a person’s position regarding a 
potential penalty liability before the relevant 
arrangements are defeated;

• obtain information from one enabler about 
the identity of other enablers involved in the 
same arrangements; and

• obtain information from tax advisers about 
relevant communications, which under the 
information powers in FA 2008, Sch. 36, 
para. 25 would otherwise be exempt.

Stop notices
It was proposed that, under the Promoters of 
Tax Avoidance Schemes (‘POTAS’) rules, HMRC 
should have power to issue a ‘stop notice’ to a 
person if they suspect that the person 
promotes, or has promoted, arrangements, or 
proposals for arrangements, of a description 
specified in the notice.

A person subject to a stop notice must not 
promote any arrangements or proposal for 
arrangements that are the subject of the stop 
notice. That person must complete and submit 
quarterly returns to HMRC, providing detail of 
their relevant activities, for three years from 
the date the stop notice was given.
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Conduct notices
Under the POTAS rules, HMRC must issue a 
‘conduct notice’ if they become aware that a 
person who is carrying on a business as a 
promoter has, in the last three years, met one 
or more ‘threshold’ conditions, and when the 
condition was met, the person was carrying on 
a business as a promoter.

A conduct notice imposes conditions on the 
promoter which require it to change its 
behaviour, and can lead to a monitoring notice 
and potentially stronger sanctions such as the 
publication of information about the promoter 
and an ongoing requirement to provide HMRC 
with information relating to avoidance 
schemes they are promoting.

Amongst the amendments as regards conduct 
notices, it was proposed that:

• where an authorised officer has to 
determine whether the meeting of one or 
more ‘threshold’ conditions is significant or 
not, the condition is to be regarded as 
significant if the person is a multiple entity 
promoter;

• where a person who has been given a 
conduct notice has transferred their 
promotion business to a person who they 
control or have significant influence over, 
HMRC may give a conduct notice to the 
transferee.

Protective GAAR notices
It was proposed that a protective GAAR 
(‘General Anti-Abuse Rule’) notice may be given 
to the responsible partner of a partnership 
where HMRC consider that a partnership 
return has been made on the basis that a tax 
advantage might have arisen to one or more 
partners from abusive tax arrangements, and 
that, on that assumption, it ought to be 
counteracted.

Such notice must be given within the ordinary 
assessing time limits for making the 
adjustments in the proposed counteraction. 
However, if a tax enquiry is already in progress 
into the partnership return the protective 
GAAR notice must be given any time up to 
when the enquiry is completed. Adjustments 
included in a protective GAAR notice can be



appealed. But any such appeal will be put on 
hold (or ‘stayed’) for 12 months from when the 
protective GAAR notice is given or, if earlier, 
when the final GAAR counteraction notice is 
given.

Amendments to HMRC’s civil 
information powers
New Financial Institution Notices (‘FINs’) are to 
be introduced allowing HMRC to obtain 
information from financial institutions for tax 
checks and debt collection (FA 2008, Sch. 36).

Further detail is included under Budget 2021 
announcements , above. 

New tax checks on licence renewal 
applications

New tax checks for applicants renewing 
licences to drive hackney carriages (taxis), 
private hire vehicles (PHVs)/operate a PHV 
business, or deal in scrap metal.

The measure is effective from April 2022.
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Boost your client services 
with Croner-i’s 
online tax 
library
Meet Navigate Tax...Your easy-to-
use platform that helps you access 
up-to-date tax support—and earn 
more income for your practice.

Learn more about Navigate Tax

1. Unlock over 60 online modules, based on real-life tax scenarios, 
to help you understand, solve and advise on any tax query.

2. Read up-to-date summaries of the legal info you need—no need 
to trawl through books, big databases or complex legislation

3. Find mind maps, decision trees and real-life examples so you can 
visualise your tax issue and work through it successfully

4. Enjoy all the knowledge you need to support your clients—and 
the confidence that you're giving them the right advice.



Administration
Interest harmonisation and penalties 
for late payment and late submission 
As first consulted on in 2015, the Government 
plans to reform the penalties for late 
submission of tax information, late payment of 
tax and to harmonise interest charges, for VAT 
and income tax self assessment (ITSA). 

These changes had initially been included in 
the draft Finance Bill 2018–19, but the then 
Government decided not to take them forward 
in Finance Bill 2019.

The reforms are due to be included in Finance 
Bill 2021 and come into effect:

• for VAT taxpayers from periods starting on 
or after 1 April 2022; 

• for taxpayers in ITSA, from accounting 
periods beginning on or after 6 April 2023 
for taxpayers with business or property 
income over £10,000 per year (that is, 
taxpayers who are required to submit digital 
quarterly updates through Making Tax 
Digital for income tax); and 

• for all other ITSA taxpayers, from accounting 
periods beginning on or after 6 April 2024.

Interest harmonisation
It is proposed that the VAT interest rules are 
changed to become similar to those that 
currently apply to ITSA, so that: 

• when an amount of VAT is not paid by the 
due date, late payment interest will be 
charged from the date that payment was 
due, until the date the payment is received; 
and 

• HMRC will pay repayment interest on any 
overpaid tax and/or tax refunds due to be 
repaid.

Late submission penalties
The proposed penalty regime for late 
submissions will be points-based, with a 
penalty for every missed submission on and 
after the relevant points threshold is reached. 
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Key features of the prospective points-based 
system include:

• if a filing deadline is missed, a point is given 
(points accrue separately for VAT and ITSA);

• a £200 penalty is assessed if a specified 
number of points are accrued; and

• the number of points required for a penalty 
to be assessed depends on the filing 
frequency of the return (the points 
threshold is two points for annual 
submissions, four points for quarterly 
submissions and five points for monthly 
submissions).

Individual penalty points accrued will 
automatically expire after 24 months provided 
the taxpayer remains below the points 
threshold. After the points threshold has been 
reached, all points will expire after the taxpayer 
has met their return obligations for a set 
period of time based on their submission 
frequency:

• Annually = 24 months

• Quarterly = 12 months

• Monthly = 6 months.



If the taxpayer continues to miss submission 
deadlines after they have reached the points 
threshold and have been issued with a penalty, 
they will become liable for a further fixed rate 
penalty for each additional missed obligation. 

Taxpayers will have a right to appeal against 
both points and penalties, and a taxpayer will 
not be liable to a point or penalty if they had a 
reasonable excuse for not making the relevant 
submission on time.

The penalties for the deliberate withholding of 
information for ITSA will be replaced so they 
work alongside the new points-based regime.

Late payment penalties
The proposed penalty regime for late payment 
will introduce aligned penalties based on the 
amount of tax owed and how late payment is, 
with:

• no penalty on tax paid up to 15 days after 
the due date; 

• a 2% penalty on tax paid between 16 and 30 
days after the due date; 

• a 4% penalty on tax unpaid after 30 days; 
and 

• a further 4% annualised penalty rate 
chargeable on outstanding tax due after 30 
days.

Penalties will stop accruing if a taxpayer makes 
a ‘time to pay’ arrangement with HMRC. HMRC 
will also have the power to reduce or not to 
charge a penalty for late payment if they 
consider that appropriate in the 
circumstances. 

In recognition of the significance of moving to 
the new late payment regime, HMRC are to 
take a light-touch approach to the initial 2% 
late payment penalty for taxpayers in the first 
year of operation of the new system under 
both VAT and ITSA. 

There will be no penalty due if the taxpayer has 
a reasonable excuse for late payment. If HMRC 
agree that a taxpayer has a reasonable excuse, 
HMRC will agree not to assess, therefore 
preventing the taxpayer from having to appeal. 

A taxpayer will have the right to appeal against 
any late payment penalty assessed. 
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Amending HMRC’s Civil Information 
Powers 
As previously consulted on, HMRC’s civil 
information powers in FA 2008, Sch. 36 are to 
be amended to:

• introduce a new Financial Institution Notice 
(FIN);

• allow information to be obtained for the 
purpose of collecting a tax debt;

• introduce a non-disclosure rule where the 
tribunal has decided it is appropriate to 
require the recipient of a third party 
information notice or a FIN not to disclose 
the notice, or anything relating to it, to the 
relevant taxpayer; and 

• correct a drafting error in the legislation 
concerning increased daily penalties for 
failure to comply with an information notice. 

The new FIN will be used to require financial 
institutions, such as banks and building 
societies, to provide information to HMRC 
when requested about a specific taxpayer. The 
information received in response to a FIN can 
be used to check the tax position of a taxpayer 
or for debt collection purposes.

Unlike an existing information notice requiring 
information from a third party about a specific 
taxpayer, the FIN will not require approval from 
the tribunal or taxpayer before it can be issued 
to a financial institution. This is expected to 
speed up the time it takes for HMRC to deal 
with international exchange of information 
requests as well as domestic compliance 
matters.

HMRC’s extended powers concerning the FIN 
will be balanced by a number of taxpayer 
safeguards, including that:

• the information sought will have to be 
reasonably required for the purpose of 
checking a known taxpayer’s tax position;

• documents subject to legal professional 
privilege cannot be requested;

• HMRC will be required to tell the taxpayer 
why the information is needed, unless a tax 
tribunal rules this condition should not 
apply;

• an authorised officer of HMRC will need to 
approve the decision to issue a FIN; and



• if a financial institution does not comply with 
a FIN and as a result HMRC charges 
penalties, the financial institution will be able 
to appeal against the penalties

These measures are due to have effect on and 
after the date of Royal Assent to Finance Bill 
2021.

Tax conditionality: licensing in 
England and Wales 
As announced at Budget 2020, the 
Government proposes to legislate in Finance 
Bill 2021 to make the renewal of certain 
licences in England and Wales conditional on 
applicants completing checks that confirm they 
are appropriately registered for tax.

Those licences are to:

• drive taxis and private hire vehicles (PHVs);

• operate PHV firms; and

• deal in scrap metal.

Licensing bodies will have to obtain 
confirmation that an applicant has completed 
the check before making a decision on their 
renewal application.

The measure is aimed at making it more 
difficult for non-compliant traders to operate in 
the hidden economy and to help level the 
playing field for the compliant majority.

These changes are due to take effect from 4 
April 2022.

Extension of tax conditionality 
licensing to Scotland and Northern 
Ireland
As announced at Budget 2021, the 
Government intends to extend this measure to 
Scotland and Northern Ireland from April 2023. 

In Scotland, it is proposed that it will apply to 
licences to:

• drive taxis and private hire cars (PHCs); 

• operate from PHC booking offices; and 

• be a metal dealer. 

In Northern Ireland, it is proposed that it will 
only be for licences to drive taxis.
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OECD Mandatory Disclosure Rules 
As a result of Brexit and the Free Trade 
Agreement reached between the EU and the 
UK, some reporting is still currently required 
under DAC 6 in respect of arrangements which 
may undermine or circumvent automatic 
exchange of information reporting obligations 
or arrangements obscuring beneficial 
ownership. 

HMRC had already announced that as soon as 
practicable, the UK DAC 6 reporting will be 
replaced with reporting requirements under 
the OECD’s Mandatory Disclosure Rules. 

At Budget 2021, the Government confirmed 
that it will consult later in 2021 on draft 
regulations to implement the OECD’s 
Mandatory Disclosure Rules, which facilitate 
global exchange of information on certain 
cross-border tax arrangements, to combat 
offshore tax evasion.

Electronic sales suppression 
Following a call for evidence on electronic sales 
suppression, the Government is planning to 
introduce new powers to tackle electronic 
sales suppression by making it an offence to 
possess, manufacture, distribute or promote 
electronic sales suppression software and 
hardware.

It is also proposed that HMRC will be given 
electronic sales suppression-specific 
information powers enabling HMRC to identify 
developers and suppliers in the electronic 
sales suppression supply chain and to access 
software developers’ source code and the 
locations of code and data.

Based on the Government announcement the 
changes are to be included in Finance Bill 
2021–22, and will take effect from Royal 
Assent.



Status of announced legislation
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Category Description Announced Legislation Effective date

Income tax, 
employment 
tax and NICs

Coronavirus support payments: 
self-employment income 
support scheme – updates to 
taxation of grants

Budget 2021 Finance Bill 
2021 6 April 2021

Coronavirus support payments: 
self-employment income 
support scheme – updates to tax 
charges when a person no 
longer eligible

Budget 2021 Finance Bill 
2021 6 April 2021

Coronavirus support scheme: 
income tax exemption for 
working households receiving 
tax credits

Budget 2021 Finance Bill 
2021 6 April 2021

Employer provided and 
employer-reimbursed 
coronavirus antigen tests: 
temporary extension of income 
tax and NIC exemption for 2021–
22

Budget 2021 Finance Bill 
2021

6 April 2021 until 5 
April 2022

Employer-reimbursed 
coronavirus antigen tests: 
income tax exemption

Budget 2021 Finance Bill 
2021

2020–21 tax year 
(retrospectively)/Ro
yal Assent

Employer provided cycles (cycle 
to work scheme): easement for 
employees working from home 
due to Covid-19 restrictions

Budget 2021 Finance Bill 
2021

Royal Assent 
(retrospectively)
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Category Description Announced Legislation Effective date

Employer reimbursed home 
office equipment costs: 
extension of income tax and NIC 
exemption

Budget 2021 SI Tax year 2021–22

Enterprise management 
incentives: extension of time-
limited exception to working 
time requirements

21 July 2020 Finance Bill 
2021

19 March 2020 
until 5 April 2022

Income tax and NIC: changes to 
statutory parental bereavement 
pay and optional remuneration 
arrangements

Budget 2021 Finance Bill 
2021

Royal Assent 
(retrospectively to 
the tax year 2020 
to 2021)

Financial support payments to 
potential victims of modern 
slavery and human trafficking: 
income tax exemption

Budget 2021 Finance Bill 
2021

1 April 2009 
(retrospectively)

Income tax personal allowance 
and basic rate limit increases for 
tax year 2021–22

Spending Review 
2020 SI 2021/111 6 April 2021

Income tax personal allowance 
and basic rate limit frozen for tax 
years 2022–23 to 2025–26

Budget 2021 Finance Bill 
2021 6 April 2022

Income tax rates and thresholds 
for tax year 2021–22 increased 
in line with consumer prices 
index

Budget 2021 Finance Bill 
2021 6 April 2021

Income tax starting rate for 
savings limit for 2021–22 
unchanged

Budget 2021 — 6 April 2021

Individual savings account 
annual subscription limit for 
2021–22 unchanged

Budget 2021 — 6 April 2021

Junior ISA/child trust funds 
subscription limits for 2021–22 
unchanged

Budget 2021 — 6 April 2021

NIC upper earnings limit and 
upper profits limit increases to 
remain aligned with the higher 
rate income tax threshold

— SI 2021/157 6 April 2021

NIC holiday for employers of 
veterans in first year of civilian 
employment

Budget 2020 to be confirmed April 2021
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Category Description Announced Legislation Effective date

Capital gains 
tax

Capital gains tax: annual exempt 
amount maintained for tax years 
2021–22 to 2025–26

Budget 2021 Finance Bill 
2021

6 April 2021 to 5 
April 2026

Capital gains tax: relief for gifts of 
business assets disapplied when 
a non-UK resident person gifting 
the asset also controls the 
recipient company

Budget 2021 Finance Bill 
2021 6 April 2021

Social investment tax relief for 
venture capital schemes: 
extension of sunset clauses

Budget 2021 Finance Bill 
2021

6 April 2021 until 6 
April 2023

Inheritance tax Inheritance tax nil-rate band and 
residence nil-rate band frozen 
until April 2026

Budget 2021 Finance Bill 
2021

6 April 2021 to 5 
April 2026

Business tax Business rates repayments: tax 
deductibility Budget 2021 Finance Bill 

2021 Retrospectively

Business rates: three-yearly 
revaluations brought forward

Spring 
Statement 2018 to be confirmed 2021

Banking companies: power to 
amend key definitions for bank-
specific tax rules

Budget 2020 Finance Bill 
2021 and SI Royal Assent

Corporation tax: corporate 
interest restriction technical 
amendments

21 July 2020 Finance Bill 
2021

21 July 
2020/retrospectivel
y from 1 April 2017

Corporation tax: exemption for 
Northern Ireland Housing 
Executive

Budget 2021 Finance Bill 
2021

1 April 2020 
(retrospectively)/Ro
yal Assent

Corporation tax: main rate set at 
19% for financial year 2021 Budget 2020 FA 2020, s. 6 1 April 2021

Corporation tax: main rate set at 
19% for financial year 2022 Budget 2021 Finance Bill 

2021 1 April 2022

Corporation tax: main rate set at 
25%, small profits rate set at 
19% and marginal relief for 
financial year 2023

Budget 2021 Finance Bill 
2021 1 April 2023

Corporation tax: hybrid and 
other mismatches regime 
amendments

Budget 2020 Finance Bill 
2021

1 January 2017 
(retrospectively)/Ro
yal Assent

Corporation tax: reform of loss 
relief rules Budget 2021 Finance Bill 

2021

1 April 2017 
(retrospectively)/Ro
yal Assent and 1 
April 2021

Diverted profits tax rate increase 
from 25% to 31% Budget 2021 Finance Bill 

2021 1 April 2023
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Category Description Announced Legislation Effective date

Diverted profits tax rate increase 
from 25% to 31% Budget 2021 Finance Bill 

2021 1 April 2023

Freeports: power to designate 
Freeport tax sites for the 
purpose of claiming specific tax 
reliefs

Budget 2021 Finance Bill 
2021 9 March 2021

Oil and gas taxation: qualifying 
decommissioning expenditure 
definitions amended

Budget 2021 Finance Bill 
2021 3 March 2021

Repeal of provisions relating to 
the Interest and Royalties 
Directive

Budget 2021 Finance Bill 
2021 1 June 2021

Reporting rules for digital 
platforms Budget 2021

Finance Bill 
2021 (powers) 
and SI

Royal Assent, 
regulations not 
before 1 January 
2023 and reporting 
from January 2024

Research and development relief 
for SMEs: limit on the amount of 
payable tax credit

Budget 2018 Finance Bill 
2021

1 April 2021 
(delayed)

Tax impact of the withdrawal of 
LIBOR and other benchmark 
rates

12 November 
2020

Finance Bill 
2021 1 January 2022

Temporary extension to carry 
back of trading losses for 
corporation tax and income tax: 
up to three years

Budget 2021 Finance Bill 
2021

1/6 April 2020 to 31 
March/5 April 2022

Capital 
allowances

CO2 emission thresholds 
reduction for business cars and 
extension of first year 
allowances for business cars, 
zero-emission goods vehicles 
and equipment for gas refuelling 
stations

Budget 2020 SI 2021/120 1/6 April 2021

Freeports: enhanced capital 
allowance (ECA) for plant and 
machinery

Budget 2021 Finance Bill 
2021

Date of site 
designation until 
September 2026

Freeports: enhanced structures 
and buildings allowances Budget 2021 Finance Bill 

2021

Date of site 
designation until 
September 2026

Restoring plant and machinery 
leases to pre Covid-19 treatment Budget 2021 Finance Bill 

2021
1 January 2020 to 
30 June 2021

Temporary increase in annual 
investment allowance for plant 
and machinery to £1,000,000

Budget 2021 Finance Bill 
2021

1 January 2021 to 
31 December 2021
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Category Description Announced Legislation Effective date

Temporary tax reliefs on 
qualifying capital asset 
investments (super-deduction 
and 50% first-year allowances) 
from 1 April 2021

Budget 2021 Finance Bill 
2021

1 April 2021 to 31 
March 2023

Car tax Benefit charges for vans and fuel 
benefit charge for cars and vans 
increased by consumer prices 
index

4 February 2021 Finance Bill 
2021 and SI 6 April 2021

HGV levy suspended for further 
12 months from 1 August 2021 
and HGV levy rates remain 
frozen in 2021–22

Budget 2021 Finance Bill 
2021 1 August 2021

Vans benefit charge reduced to 
£nil for zero emissions vans Budget 2020 Finance Bill 

2021 6 April 2021

VED: expensive car supplement 
administrative changes Budget 2021 Finance Bill 

2021 1 April 2021

VED: new motorhomes aligned 
with light goods vehicle VED 
class

Budget 2020 Future Finance 
Bill 1 April 2021

VED: rates for cars, vans 
motorcycles and trade licenses 
increased by retain prices index 
from April 2021

Budget 2021 Finance Bill 
2021 1 April 2021

VED: reform to reduce vehicle 
emissions Budget 2020 to be confirmed not set

VED: van system reform Budget 2018 to be confirmed 1 April 2021

VAT Temporary 5% reduced rate of 
VAT for hospitality, holiday 
accommodation and attractions 
extended until 30 September 
2021

Budget 2021 Finance Bill 
2021

1 April 2021 until 
30 September 2021

Temporary 12.5% reduced rate 
of VAT for hospitality, holiday 
accommodation and attractions 
until 31 March 2022

Budget 2021 Finance Bill 
2021

1 October 2021 
until 31 March 
2022

VAT deferral new payment 
scheme and deterrent

24 September 
2020 and 
Budget 2021

Finance Bill 
2021 1 July 2021

VAT refund scheme: amendment 
to include the S4C television 
channel

21 July 2020 Finance Bill 
2021 1 April 2021

VAT registration and 
deregistration thresholds 
maintained for two years from 1 
April 2022

Budget 2021 — 1 April 2022 to 31 
March 2024



44

Category Description Announced Legislation Effective date

Indirect tax Gaming duty: gross gaming yield 
increase in line with inflation 
(based on retain prices index)

Budget 2021 Finance Bill 
2021 1 April 2021

Environment
al taxes

Aggregates levy rate frozen in 
2021–22 Budget 2021 — 1 April 2021

Aggregates levy devolved to the 
Scottish Parliament 2014 Scotland 

Act 1998 and SI not set

Air passenger duty rates: long 
haul rates increase Budget 2020 FA 2020, s. 90 1 April 2021

Air passenger duty rates: 
increase in line with retain prices 
index from 1 April 2022 to 31 
March 2023

Budget 2021 Finance Bill 
2021 1 April 2022

Carbon emissions tax: repeal of 
legislation in Finance Acts 2019 
and 2020 not commenced

Budget 2021 Finance Bill 
2021 Royal Assent

Carbon price support rates for 
2022–23 frozen Budget 2021 — 1 April 2022

Climate change agreement 
scheme extension Budget 2020 Finance Bill 

2021
2022–23 and 2023–
24

Climate change levy main rate 
for 2021–22 Budget 2018 FA 2020, s. 93 1 April 2021

Climate change levy main rate 
and reduced rates for 2022–23 Budget 2020 Finance Bill 

2021
1 April 2022 and 1 
April 2023

Landfill communities fund: cap 
on contributions to remain at 
5.3% for 2021–22

Budget 2021 — 1 April 2021

Landfill tax rates increased in 
line with retain prices index for 
2021–22

Budget 2020 Finance Bill 
2021 1 April 2021

Landfill tax rates increased in 
line with retain prices index for 
2022–23

Budget 2021 Finance Bill 
2021 to 2022 1 April 2022

Plastic packaging tax introduced Budget 2018
FA 2020, s. 
111 and Financ
e Bill 2021

1 April 2022

UK emissions trading system Budget 2020 FA 2020, s. 
96 and TBC

TBC [1 January 
2021]

C&E Duties Alcohol duty rates freeze Budget 2021 — 4 March 2021

Fuel duty changes for diesel 
used in private pleasure craft Budget 2020 FA 2020, s. 89 

and Sch. 11 to be appointed

Fuel duty rates frozen for 2021–
22 Budget 2021 — 1 April 2021
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Category Description Announced Legislation Effective date

Northern Ireland steel import 
duty Budget 2021 Finance Bill 

2021

1 January 2021 
(retrospectively)/3 
March 2021

Red diesel and other rebated 
fuels entitlement restricted Budget 2020 Finance Bill 

2021 and SI 1 April 2022

Tobacco duty: consolidation of 
rates increase by SI 2020/1256 Budget 2021 Finance Bill 

2021

Royal Assent 
(increase from 16 
November 2020)

Property tax Annual tax on enveloped 
dwellings: annual chargeable 
amounts for 2021–22 increase in 
line with consumer prices index

Budget 2021 SI 1 April 2021

Register for non-UK entities that 
own or plan to purchase UK 
property

2016

Draft 
Registration of 
Overseas 
Entities Bill and 
SI

2021

Housing co-operatives: new 
relief from annual tax on 
enveloped dwellings

Budget 2020 Finance Bill 
2021

1 April 2020 
(retrospectively)

Stamp taxes Extension to stamp duty land tax 
temporary rates: nil rate band 
for residential properties at 
£500,000 until 30 June 2021 and 
at £250,000 for the period 1 July 
2021 to 30 September 2021

Budget 2021 Finance Bill 
2021

1 April 2021 to 30 
September 2021

Freeports: stamp duty land tax 
relief Budget 2021 Finance Bill 

2021
Date of site 
designation

Housing co-operatives: new 
relief from stamp duty land tax 
15% rate

Budget 2020 Finance Bill 
2021 3 March 2021

Non-UK resident stamp duty 
land tax surcharge at 2% Budget 2018 Finance Bill 

2021 1 April 2021

Avoidance & 
evasion

Follower notices and penalties: 
rate of penalty reduced from 
50% to 30% with further 20% 
penalty for unreasonable 
litigation

16 December 
2020

Finance Bill 
2021 Royal Assent

Tackling construction industry 
scheme (CIS) abuse Budget 2020 Finance Bill 

2021 6 April 2021

Tackling promoters and enablers 
of tax avoidance: new proposals Budget 2020 Finance Bill 

2021 Royal Assent
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Category Description Announced Legislation Effective date

Tax checks on licence renewal 
applications (for taxi and PHV 
drivers, PHV business operators, 
scrap metal dealers and mobile 
scrap metal collectors)

Budget 2020 Finance Bill 
2021 4 April 2022

Tax conditionality: licensing in 
Scotland and Northern Ireland Budget 2021 To be 

confirmed April 2023

Administration Civil penalty for unauthorised 
removal of goods seized in situ Budget 2021 Finance Bill 

2021 Royal Assent

Customs and Excise review and 
appeals legislation amendments Budget 2021 Finance Bill 

2021 Royal Assent

HMRC's civil information powers: 
introduction of financial 
institution notices

21 July 2020 Finance Bill 
2021 Royal Assent

Interest rates and late payment 
penalty rules harmonised

Autumn Budget 
2017

Finance Bill 
2021

1 April 2022 (VAT); 
6 April 2023 (MTD 
ITSA); 6 April 2024 
(all other ITSA)

Large business notification of tax 
position which HMRC is likely to 
challenge

Budget 2020 to be confirmed April 2021

Making tax digital for VAT: 
extension to all VAT registered 
businesses from 1 April 2022

20 July 2020 Finance Bill 
2021 1 April 2022

OECD mandatory disclosure 
rules Budget 2021 SI To be confirmed

Points-based penalties for late 
submission of tax returns

Autumn Budget 
2017

Future Finance 
Bill not set

Powers to tackle electronic sales 
suppression Budget 2021 Finance Bill 

2021 to 2022 Royal Assent
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