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Budget 2020
The most anticipated Budget for years, for a number of non-fiscal reasons, 
and it did not fail to surprise! The Conservatives had already outlined their 
intention to keep the tax rates static for Corporation Tax, Income Tax and VAT 
and as such we were expecting changes to the CGT regime. However, there 
was more drama than we expected. 

The opening gambit by the Chancellor was the Government’s response to 
the growing concern regarding the Coronavirus- with £30bn earmarked to 
mitigate the impact of the virus. These measures included a business rates 
holiday for those in the retail, leisure and hospitality industries, refunds for 
statutory sick pay paid to people self-isolating for up to 14 days (applying for 
businesses with fewer than 250 employees).

Some of the other headlines include:

As with everything budget related, the details within the published reports will 
be trawled and the real impact assessed over the next few of days. We will 
therefore have further updates for you. Should you wish to talk about any of 
these topics, please do not hesitate to contact us.

• Research and Development (R&D) 
• Entrepreneurs Relief (ER) 
• Corporation Tax
• Enterprise Management Incentive 

Scheme (EMI) 
• Anti-Avoidance measures
• Stamp Duty Land Tax surcharges 

for non-UK residents
• Class 1 NIC Primary Threshold
• Loan Charge Review Changes
• IR35

• Tax on plastic packaging 
• Tapered annual allowance for 

pensions
• Insolvency taxes 
• VAT imports 
• Structures and buildings allowance
• Business Rates
• Employment Allowance
• Transfer of unlisted securities to 

connected companies
• Company vehicles.



Research and 
Development (R&D)
Investment rising and here to stay

The Government announced that it was increasing the rate of the Research 
& Development Expenditure Credit (‘RDEC’) for large companies from 12% 
to 13%, which will apply to qualifying expenditure incurred on and after 1 
April 2020. There has been an increase in the rate of relief available to large 
companies in recent years and this latest change follows that trend, indicating 
that R&D tax relief is here to stay.

Whilst the RDEC scheme was created by domestic tax legislation, the SME 
scheme is an EU notified state aid and is subject to EU law. Any changes made 
to the SME scheme over the next few years will depend on the trade terms 
agreed over the course of this year with the EU. As a result of consultations, 
the introduction of the PAYE cap on the payable tax credit for SME R&D claims 
will be delayed until 1 April 2021. 

The Government has listened to industry and will also consult on changes 
to the cap’s design, to ensure it targets abusive behaviour as intended while 
ensuring that eligible businesses are able to access the relief.

The Government will also consult on whether qualifying R&D tax credit costs 
should include investments in data and cloud computing and we will await 
the findings of this consultation.
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Entrepreneurs’ Relief
Reduced but not abolished

Entrepreneurs’ Relief (ER) is a 
capital gains tax (CGT) relief which 
reduces the amount of CGT 
payable on gains generated on 
the sale of a company or business.

If eligible for ER there is a reduced 
rate of 10% payable, up to a 
lifetime limit. That lifetime limit 
has suffered a significant haircut 
today – down from £10m to £1m. 
  
The Chancellor said that he had 
listened to representations for 
the tax break to be scrapped 
completely, but concluded that entrepreneurial risk taking should still be 
encouraged - as such the relief will be curtailed, not abolished.

HMRC believe that this measure will help ensure that the tax system is fair and 
sustainable while leaving over 80% of those using the relief unaffected.

The legislation also contained some anti-avoidance provisions for tax planning 
which may have attempted to capture the relief, where a sale was imminent, 
but post budget. Those that realised gains, post today will almost certainly 
now only be entitled to £1m worth of gains not the full £10m that they were 
anticipating.
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Enterprise Management 
Incentive Scheme (EMI)
A review is underway...

The EMI scheme is a tax advantaged HMRC approved employee share 
incentive scheme. For companies implementing an EMI scheme, tax benefits 
are available to both the company and the employee.

The Government has announced that it will undertake a review of the EMI 
scheme to ensure it provides support for high-growth companies to recruit 
and retain the best talent and scale up effectively. Although the EMI scheme 
is already the most flexible HMRC approved share scheme available, the type 
of company that can qualify for an EMI scheme is limited and to this end, 
the Government will examine whether the EMI scheme should be more 
accessible to a greater number of companies.

This is welcome news as the EMI scheme is easily the most popular scheme 
for our OMB clients. 
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Anti-Avoidance
Increasing the powers of HMRC

Since 2010 the Government has secured and protected over £200bn of tax 
that would have otherwise gone unpaid.

The budget announces further action to tackle tax avoidance, evasion and 
other forms of non-compliance that will raise an additional £4.7bn between 
now and 2024-25. These include:
  

• Preventing the illicit trade of tobacco      

• Tackling Construction Industry Scheme (CIS) abuse

• Making the renewal of licenses to drive taxis, operate taxi firms, and deal in 
scrap metal conditional on registering for tax. 

The Government will also publish a discussion document seeking views on 
how businesses are granted access to Government awards and authorisations 
(such as approvals, licenses, grants), and only grant these where businesses 
are able to demonstrate good tax compliance.

HMRC is to receive additional compliance officers and new technology 
which is forecast to bring in £4.4bn of additional tax revenue up to 2024-25. 
This will be via additional compliance activity and expanding debt collection 
capabilities.

In addition to measures in the Finance Bill, HMRC will also publish a new 
ambitious strategy for tackling the promoters of tax avoidance schemes.

This will outline the range of policy, operational and communications 
interventions both underway and in development to drive those who promote 
tax avoidance schemes out of the market, disrupt the supply chain to stop 
the spread of marketed tax avoidance, and deter taxpayers from taking up the 
schemes.
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Non-UK resident Stamp 
Duty Land Tax surcharge
New 2% charge from 1 April 2021

The Government is introducing a 2% Stamp Duty Land Tax surcharge on non-
UK residents purchasing residential property in England and Northern Ireland. 
The surcharge will apply to properties purchased on or after 1 April 2021.

The measure is intended to help support UK residents to get onto and move 
up the housing ladder, as well as helping to control house price inflation. 

The money raised from the surcharge will be used towards the additional 
£650m funding that the Chancellor announced he will commit to tackle 
rough sleeping across the country by helping rough sleepers move into 
permanent accommodation.

Increase in Class 1 NIC 
Primary Threshold
Increasing the limits

The Budget confirmed an increase in the National Insurance Contributions 
(NICs) Primary Threshold and Lower Profits Limit, for employees and the self-
employed respectively from £8,632 to £9,500 from April 2020.

This will take more of the lowest paid out of the tax regime and can only be 
a good sign in simplifying tax - not just for employees but the administrative 
teams of businesses too. 
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Response to the Loan 
Charge Review
Tackling disguised schemes

In the 2016 budget, the Government announced a package of changes 
to tackle existing, and prevent future use of disguised remuneration tax 
avoidance schemes. This included the Loan Charge, a new charge on 
disguised remuneration loan balances outstanding at 5 April 2019. Scheme 
users were given three years (Budget 2016 to April 2019) to repay their 
disguised remuneration loans, reach a settlement with HMRC, or be subject to 
the new charge.

In September 2019, the Government commissioned Sir Amyas Morse to 
conduct an independent review of the Loan Charge (the Review). The Review 
was published on 20 December 2019 along with the Government’s response.

The Government announced that it would accept all but one of the Review’s 
recommendations and plans to legislate for the following:

• It will only apply to the outstanding balance on loans made between 9 
December 2010 and 5 April 2019 inclusive

• It will not apply to loans made in tax years before 2016 to 2017 where 
a reasonable disclosure of the use of a disguised remuneration tax 
avoidance scheme was made within the relevant tax return or, where 
appropriate, accompanying documents, and HMRC failed to take any 
action (an ‘unprotected’ year)

• Those affected by the Loan Charge will be able to elect to split their loan 
balance over three consecutive years - 2018 to 2019, 2019 to 2020 and 
2020 to 2021

• Late payment interest will not be payable for the period 1 February 2020 
to 30 September 2020 on any Self-Assessment liability for 2018 to 2019, 
as long as a return is filed and the tax paid, or an arrangement made with 
HMRC to do so, by 30 September 2020; and
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• Moving the date by which the online form to report disguised 
remuneration loans must be returned to HMRC from 1 October 2019 to 1 
October 2020 - the form requires customers to provide full information to 
HMRC relating to any outstanding disguised remuneration loans for which 
they will need to make tax payments

The Government also agreed that HMRC would repay certain voluntary 
payments (known as ‘voluntary restitution’) paid under a qualifying agreement 
made on or after 16 March 2016. The recommended refunds cover voluntary 
restitution in relation to loans made in unprotected years:

• Prior to 9 December 2010; or

• Between 9 December 2010 and 5 April 2016, where the scheme user 
made reasonable disclosure of their scheme but HMRC failed to take 
action, for example by opening an enquiry.

Review of IR35
Still going ahead

In the 2018 Budget the Government announced that it would reform the off-
payroll working rules in the private and third sectors from April 2020.

The Government has recently concluded a review of the reform, and 
is making a number of changes to support its smooth and successful 
implementation, however the fundamentals of the new legislation will remain 
unchanged and as such from April 2020 the new regime will be in place. 

The Government believes it is right to address the fundamental unfairness of
the non-compliance within the existing rules, and the reform will therefore be 
legislated in Finance Bill 2020. 

The rules known as IR35 will now apply only to payments made for services 
provided on or after 6 April 2020. Previously, the rules would have applied to 
any payments made on or after 6 April 2020, regardless of when the services 
were carried out. It means organisations will only need to determine whether 
the rules apply for contracts they plan to continue beyond 6 April 2020, 
supporting businesses as they prepare.
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Plastic Packaging Tax
Becoming more sustainable

The Government is introducing a new Plastic Packaging Tax from April 2022. 
Plastic packaging is packaging that is predominantly plastic by weight. The 
tax rate has been set at £200 per tonne and will apply to plastic packaging 
that contains less than 30% recycled plastic. The tax will apply to both 
the production and importation of plastic packaging and imported plastic 
packaging will be liable to the tax whether the packaging is unfilled or filled.

There will be an exemption for producers and importers of small quantities 
of plastic packaging. The Government will apply a minimum threshold of 10 
tonnes to ensure that small businesses are not disproportionately impacted.

This measure is not expected 
to have any significant 
macroeconomic impacts but 
rather is intended to incentivise 
businesses to use recycled 
material in plastic packaging in 
order to create greater demand 
for recycled material. This should 
result in increased levels of 
recycling, diverting plastic waste 
away from landfill or incineration. 
The tax rate and threshold will 
be kept under review to ensure 
that the tax remains effective in 
achieving these objectives.
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Tapered annual 
allowance for pensions
Both thresholds to be raised

The annual allowance in respect of pensions is the maximum amount of tax-
relieved pension savings that can accrue in a year. For high earners, the annual 
allowance currently tapers down from £40,000 to £10,000.

The Government have now reviewed the tapered annual allowance and the 
impact that it has on the NHS and public service delivery. To support this, the 
two tapered annual allowance thresholds will both be raised by £90,000.

• Threshold income will be increased from £110,000 to £200,000, which is 
broadly net income before tax excluding pension contributions. 

• Adjusted income will be increased from £150,000 to £240,000, which is 
broadly net income plus pension accrual.

This means that any individuals with 
income below these levels will not be 
affected by the tapered annual allowance. 
For individuals on the very highest 
incomes, the minimum amount that the 
annual allowance can taper down to will 
be £4,000 (reduced from £10,000). This 
will take effect from 6 April 2020 and the 
reduction will only affect individuals with 
adjusted income over £300,000.
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Protecting your taxes in 
insolvency
HMRC preferential status

The Government announced in the 2018 budget that it would reinstate 
HMRC’s status upon insolvency of a business.

The provisions state that HMRC will return to preferential status for debts 
arising from VAT and any “relevant deduction” to include PAYE, Employee 
NICs, Student loan deduction and Construction Industry Scheme deduction. 

There will also be no carve out for pre-6 April 2020 debts meaning increasing 
uncertainty for existing floating charge-holders on insolvencies that 
commence on or after this date regardless of when the lending was made 
available. It is likely that floating charge-holders will need to carry out more 
strenuous due diligence in order to determine the risk of default and it is 
likely that they will take more of an interest in the value of their security. This 
could have serious consequences for businesses wanting to borrow with no 
substantial assets over which they can give a fixed charge.

Importantly, the amendment will also apply to personal insolvency, in 
circumstances where an individual’s debts include VAT or a “relevant 
deduction”.

The taxes that have escaped the HMRC’s new preferential rights are 
Corporation Tax and employers National Insurance Contributions.

The 2020 budget delays the commencement of this measure from 6 April 
2020 to 1 December 2020.
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VAT Imports
Changes to be aware of...

If you’re a VAT-registered business you should be able to account for import 
VAT on your VAT Return for goods brought into the UK rather than paying 
import VAT when the goods arrive at the UK border. This should postpone the 
import VAT due and increase cash flow.

Following the recent call for evidence on the simplification of the VAT rules on 
Partial Exemption and the Capital Goods Scheme, the Government plans to 
publish a response in due course.

The reverse charge changes the way VAT is collected in the building and 
construction industry. It means that, from 1 October 2020, the customer 
receiving the service will have to pay the VAT due to HMRC instead of paying it 
to the supplier.

Structure and building 
allowance
A 1% rise from April 2020

With effect from 1 April 2020 for Corporation Tax and 6 April 2020 for Income 
Tax, the structures and buildings allowance will increase from 2% to 3%. This 
applies to qualifying investments to construct new, or renovate old, 
non-residential structures and buildings on or after 29 October 2018.
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Business Rates
Helping business navigate COVID-19

The Government has already announced that the Business Rates retail 
discount will be increased to 50% in 2020-21. To support small businesses 
affected by COVID-19 the Government is increasing it further to 100% for
2020-21. The relief will also be expanded to the leisure and hospitality sectors.

These temporary measures, taken together with existing Small Business 
Rates Relief, mean that around 900,000 properties, or 45% of all properties in 
England, will receive 100% business rates relief in 2020-21.

The Government has also already announced the introduction of a £1,000 
Business Rates discount for pubs with a rateable value below £100,000 
in England for one year from 1 April 2020. To support pubs in response to 
COVID-19 the discount will be increased to £5,000. Local authorities will be 
fully compensated for these Business Rates measures.

The Government recognises that many small businesses pay little or no 
business rates because of Small Business Rate Relief (SBRR). To support 
those businesses, the Government will provide £2.2bn of funding for local 
authorities in England. This will provide £3,000 to around 700,000 business 
currently eligible for SBRR or Rural Rate Relief, to help meet their ongoing 
business costs.

For a property with a rateable value of £12,000, this is one quarter of their 
rateable value, or comparable to 3 months of rent. Most properties that are 
eligible for SBRR will have a lower rateable value, and so this will represent an 
even greater proportion of their annual rent.
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Increasing the 
Employment Allowance
A £1k rise from April 2020

The Government will increase the Employment Allowance from £3,000 to 
£4,000 from April 2020. The allowance will reduce employers’ (secondary) 
Class 1 National Insurance Contributions each time the payroll is run or until 
the employment allowance is used up. This will benefit around 510,000 
businesses by reducing their costs of employment, with an average gain of 
£850 per year. The increase will take around 65,000 businesses out of paying 
NICs entirely and means the Government will have doubled the value of the 
Employment Allowance in four years.

Transfer of unlisted 
securities 
Extended to unlisted shares

The Government introduced a targeted market value rule in the Finance Act 
2018-19, which aimed to prevent artificial reductions of tax due on share 
acquisitions when listed shares are transferred to a connected company.

This is now being extended to unlisted shares in Finance Bill 2020 to 
prevent more tax avoidance. As part of this extension, the Government will 
amend the legislation to prevent a double tax charge on specific company 
reorganisations.
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Company vehicles
Reducing CO2 emissions

For cars registered prior to 6 April 2020, the CO2 emissions figures for 
company car tax charges will continue to be in line with existing legislation. 
For all new cars registered on or after 6 April 2020, the Government 
will reduce most company car tax rates by 2% compared to the current 
percentages. The rates will then increase by 1% in 2021-22 and 1% in 2022-
23 bringing the percentages back in line with the rates published in existing 
legislation. The rates will then be sustained throughout 2023-24 and 2024-25.

Changes will also be made to the van benefit charge and both car and van 
fuel benefit charges from 6 April 2020. These amounts have increased over 
each of the last few years and the changes are in line with expectations.

The changes will impact individuals who use a company car or van which is 
available for their private use and/or those individuals who are provided with 
fuel for their private use by their employer. These individuals will pay more 
income tax as a result of the 
changes.

The van benefit charge, which is the
benefit arising where a van is made 
available to an employee for their 
private use, will increase from £3,430 
currently to £3,490.

For a basic rate taxpayer, this will 
result in an additional income tax 
liability of £12. From April 2021, the 
Government will apply a nil rate of tax to zero-emission vans that fall within 
van benefit charge. This compares favourably to the current charge of £2,058.

From 6 April 2020, the taxable benefit arising on the provision of fuel to 
employees will be increasing in line with the Consumer Price Index. The
car fuel benefit multiplier, which is the figure that is used to calculate the 
benefit arising where fuel is provided to an employee for private purposes, 
will increase from £24,100 to £24,500. The taxable benefit is calculated by 
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Corporate Tax Rate
No change, staying at 19%
The Government has confirmed that the corporation tax rate will remain at 
19% in 2020.  

multiplying this by the appropriate percentage determined by the car’s CO2 
emissions figure. The flat-rate van fuel benefit charge, which arises where an 
employer provides free or subsidised fuel for a van for an employee’s private 
use, will increase from £655 to £666.

This measure is not expected to have any significant macroeconomic impacts 
and the changes are simply intended to ensure continuing support to the 
sustainability of public finances.

First Year Allowances (FYA)

Currently, first year allowances are available to all businesses on new cars 
registered after 1 April 2018 if the car has CO2 emissions of no more than 
50g/km. From April 2021, FYAs will only be available on zero emission vehicles 
and the main rate writing down allowance of 18%, which is currently available 
to cars with emissions up to 110 g/km, will apply to cars with emissions up to 
50g/km. The special rate WDA of 6% will apply to cars with emissions above 
50g/km.

The availability of FYAs for zero emission goods vehicles will be extended from 
April 2021 to April 2025.

This measure is intended to encourage the uptake of zero emission and ultra-
low emission vehicles.
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