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Introduction

Today, the Chancellor of the Exchequer
George Osborne delivered his second Budget
to the House of Commons. The Budget isthe
first since the 2010 autumn'’s spending review,
which outlined the government's cuts
programme,

The policy of the Coalition government isto
set out most of its new tax measures at least
three months before the introduction of a
Finance Bill. The draft text of the legislation
that will appear in the Finance Bill 2011 was
published on 9 December 2010 (see:
http://www.hm-
treasury.gov.uk/d/financebill2011_draft_leg_o
verview.PDF) and the Finance Bill 2011will be
published on 31 March 2011.

Background

Summary of the
main points

The Chancellor announced his Budget, with
plans to reform the nation’ s economy and
steps to help families with the cost of living.
The Budget confirms that the Government
will stick to its plan to reduce the deficit and
sets out a new model of economic growth,
based on investment, manufacturing and
exports, where prosperity is shared across al
regions and across all sectors.

Growth

In last year’s Budget, the Chancellor focused
on cutting government borrowing whilst it is
expected his second Budget would focus on
growth. However, the state of the economy and
public finances do not give him much room for
move — last November, the Office for Budget
Responsibility was expecting the economy to
grow by 1.8% in 2010 - in the end, it expanded
by only 1.4%. Slower growth and rising
inflation may force the Chancellor into higher
borrowing numbers for the next few years.

At the same time as the Chancellor makes his
statement to the House of Commons, HM
Treasury will publish its "strategy for growth”.
Thisisakey element of the Budget and is
keenly anticipated. There was to have been a
Green Paper last summer on this strategy.
However last November, HM Treasury and the
Department for Business, Innovation & Skills
(BIS) outlined a Growth Review programme
on which the first report was promised to bein
the current Budget. Itstwo principal objectives
areto:
. identify structural reforms with the
potential to improve the business

environment and benefit the whole
economy; and

. examine the barriers to growth that
affect specific sectors and set out what
Government will do to address them.

The Government has published its Plan for

Growth, based around four overarching

ambitions:

. to create the most competitive tax
system in the G20;

. to make the UK the best place in
Europe to start, finance and grow a
business

. to encourage investment and exports
as a route to a more balanced
economy; and

. to create a more educated workforce
that is the most flexible in Europe.

Summary of Measures Announced

. 2 per cent cut in corporation tax from
April 2011 to 26 per cent, falling to 23
per cent by 2014, with an increase in
the bank levy from January 2012 to
offset the benefit to banks;

. changes to the Controlled Foreign
Company rules in 2012 to improve the
competitiveness of the UK, including an
effective UK tax rate on overseas
financing income of 5.75 per cent;

. a powerful presumption in the planning
system in favour of sustainable
development and a wide-ranging
package of deregulatory measures;

. enhanced tax incentives for investment
in higher risk companies and for SMEs
undertaking research and development
activity, subject to State Aid approval;

. 11 Enterprise Zones across England,
with simplified planning rules, superfast
broadband and tax breaks for
businesses, with local areas to bid for a
further 10;

. an increase in capital available to the
Green Investment Bank to £3 billion
and introducing a carbon price floor
starting at £16 per tonne of carbon
from 1 April 2013 to drive investment
in green infrastructure and low-carbon
electricity generation;

How things have

changed...

The first regular tax
levied in England was
that introduced in 991
AD by Ethelred the
Unready - set at two
shillings (10p) a year per
man for the defence of
the realm.

The first attempt to draw
up a national budget
(though not by that
name) was in 1362
under Edward III. It was
essentially a balance
sheet for the nation and
showed a deficit of
£55,000, somewhat
different to the size of
the current deficit in
2011!

An engraving of
Ethelred (artist
unknown)

The Royal Collection ©
2006, Her Majesty
Queen Elizabeth 11
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taking forward the Office of Tax
Simplification’s recommendations to
simplify the tax system by consulting
on options for integrating the operation
of income tax and national insurance
contributions and announcing an
intention to scrap 43 tax reliefs;

a new £250 million scheme that, in
England, will offer over 10,000 first
time buyers an equity investment of 20
per cent towards the deposit on new-
build homes and reforms to the stamp
duty land tax treatment of ‘bulk’
purchases of residential property;

up to 50,000 additional apprenticeships
and 100,000 work placements for
young people, and expanding the
University Technical Colleges
programme to at least 24 new colleges
by 2014 to provide technical
qualifications for 11-19 year olds.

The Chancellor announced measures to help
people this year and make the tax and benefit
system fair and sustainable, including:

a 1 penny per litre cut in fuel duty from
6pm tonight, abolishing the 2009
Budget fuel duty escalator and
replacing it with a fair fuel stabiliser
that increases tax on North Sea oil
production when oil prices are high,
and delaying inflation increases this
year and next;

an increase in the personal allowance of
£630 in April 2012 to £8,105, taking
260,000 more people out of income tax
and reducing the tax paid by 25 million
people by £48 on average;

the default indexation for direct taxes
will be CPI from April 2012. To ensure
employers and older people do not lose
out, for the duration of this Parliament
the annual increases in the employer
NICs threshold, the age related
allowances and other smaller
thresholds will be over-indexed
compared to CPI and will increase by
the equivalent of RPI;

a crack down on tax avoidance to raise
an extra £1 billion a year by closing
down schemes which disguise
remuneration, avoid corporation tax,
VAT and stamp duty land tax;

reforms to the taxation of non-
domiciled individuals, increasing the
£30,000 annual charge to £50,000 for
those resident for 12 or more years,
removing the tax on income remitted
for commercial investment in UK
businesses and introducing a statutory
residence test;

a green paper on state pension reform
shortly, including an option for a
simple, contributory single tier pension
around £140 per week for future
pensioners;

accepting Lord Hutton’s
recommendations on reforms to public
service pensions as a basis for
consultation, recognising that the
position of the uniformed services will
require particularly careful
consideration and setting out proposals
in the autumn;

a one-tenth reduction in the inheritance
tax rate when at least one tenth of a
person’s net estate is donated to
charity and Gift Aid on small donations
without requiring declarations

BBC News Summary

BBC News summarised the main points from
Chancellor George Oshorne Budget statement
asfollows:

Mr Osborne said Britain has practically
the same interest rates as Germany -
despite a huge Budget deficit. He said
Britain needs to "catch up" having lost
ground in the world's economy.

Mr Osborne said measures he will
announce will be "fiscally neutral across
the period"”, neither raising tax nor
offering giveaways.

The Chancellor promised not to rattle
through growth figures - he said average
quarterly growth will be higher than
forecast - but the annual forecast will be
revised down to 1.7%.

Going through the new forecasts from the
Office for Budget Responsibility, he said
growth is predicted to be 1.7% for 2011,
2.5% next year, 2.9% in 2013, 2.9% in
2014 and 2.8% in 2015.

Mr Osborne said inflation is expected to
be between 4% and 5% this year -
dropping to 2.5% next year and 2% in
two years' time.

The Chancellor said he will meet his
target that debt should be falling as a
percentage of GDP by 2015/16 - in fact
he will meet it one year earlier.

The extra cost of military action in Libya
is being funded by the Treasury reserve,
Mr Osborne said - rather than the
Ministry of Defence.

Borrowing for this year will be £146bn -
below target, the Chancellor confirmed.

Borrowing will fall to £122bn next year,
the chancellor said, and will continue to
fall until it reaches £29bn in 2015/6.

Mr Osborne said the government will
consult on merging National Insurance
and Income Tax. The goal, he said, is to
simplify them - not increase taxes. It will
make the tax system "fit for the modern
age", he said. But it will take years, he
added.

Corporation Tax will be cut by 2% - more
than the 1% previously announced, said
the Chancellor. That went down well with
Tory MPs. It will be the lowest in the G7,
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he said, adding: "Britain is open for .
business". He also said he will adjust the
bank levy to ensure it's not a net gain for
banks.

There will be a moratorium of three years
for small business on "new domestic
regulation”, Mr Osborne said.

All planning bodies will be expected to
prioritise jobs and growth, said Mr
Osborne. Cumbersome planning laws
"stand in the way of new jobs", he said.

Income Tax relief on the Enterprise
Investment Scheme will increase from
20% to 30% in April 2011, said Mr
Osborne.

The top 50p tax rate is regarded as a
"temporary measure" but now is not the
time to remove it, he said, when the less
well-off are under pressure. However, Mr
Osborne said he has asked customs
officials to look into how much it is .
raising.

The "non-doms" charge is being
increased to £50,000 for those who have
been in the country 12 years - raising
more than £200m, Mr Osborne said.

Profits from the bank levy will fund a new
£250m shared equity scheme for first-
time buyers - which will help 10,000
families get onto the housing ladder for
the first time, Mr Osborne said.

£100m will be added to the science
budget, Mr Osborne said. £200m extra
will be invested in regional railways -
including schemes in Manchester, and
Swindon to Kemble. More money will be
given to councils to repair the "winter
potholes on our roads", he said.

There will be 21 "enterprise zones" - not
10 as reported, Mr Osborne said, and
local authorities will be allowed to keep
"business rate growth" in their zones.

There'll be a £100m boost for science
with investment in new facilities in
Cambridge, Norwich, Harwell and
Daresbury, funded from the bank levy,
the chancellor said.

The small business rate relief holiday is °
being extended by one year to October

2012, at a cost of £370m, the Chancellor

said.

Mr Osborne said green taxes will increase

as a proportion of total tax revenue and

he commits an extra £2bn to the Green ®
Investment Bank, which will start work

earlier than planned, in 2012.

The UK will become the first country in
the world to introduce a carbon price floor
for the power sector, he said.

Twenty-four new university technical
colleges will be funded, the chancellor
said, and there will be 100,000 places in
a new work experience scheme over the
next few years.

40,000 extra apprenticeships will be
funded for young unemployed people.

On pensions, Mr Osborne said he was
sure everyone will want to thank former
Labour Minister John Hutton for his
report. He said he accepts the report’s
findings and thinks similar changes
should be made to MPs' pensions. He said
he wants a "single-tier pension" so people
know what to expect. It won't apply to
current pensioners, Mr Osborne said.

He said the Gift Aid changes are the
"most radical reforms to charitable
giving" for a long time and it's a"big help
for the Big Society".

Tax avoidance was the next subject for
the Chancellor. He said three forms of
stamp duty land tax avoidance will be
shut down, among other measures which
he said will raise £1bn a year.

There'll be help for families "who do pay
their taxes but who struggle with the
daily cost of living", Mr Osborne said -
outlining measures such as the council
tax freeze and more child tax credit for
lower income families and a "pay lift" for
public servants on less than £21,000.

The Chancellor confirmed a rise in the
personal tax allowance, which had been
widely trailed, and said 1.1m lower paid
people have now been taken out of
income tax altogether. And he said no-
one else will be pulled into the higher rate
tax bracket as a result of the Budget.

On to fuel duty now - it had been due to
go up by 1p a litre above inflation next
week, but Mr Osborne said a government
has to "listen and respond" when oil
prices rise. While revenues go up when
oil price rises, other tax intake falls, he
said. He rubbished a Labour proposal to
cut the VAT rise on fuel - which goes
down well with his Conservative
colleagues. He said a "fair fuel stabiliser"
will be introduced from Thursday, which
will raise an extra £2bn. The money will
be used to delay the duty rise until next
year.

The new Fair Fuel Stabiliser will be
funded by increasing the supplementary
charge on North Sea oil and gas
production from 20% to 32% from
Thursday, he said, and fuel duty will be
cut by 1p a litre from 6pm, he said.

The Chancellor said the fuel duty
escalator that adds 1p to fuel duty on
top of inflation each year will be axed
for the rest of this Parliament.
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Detailed Proposals

Income Tax and National
Insurance Contributions

Enterprise Investment Scheme and
Venture Capital Trusts

Legislation will be introduced in Finance
Bill 2011 to increase the rate of income tax
relief given under the Enterprise Investment
Scheme (EIS) from 20 per cent to 30 per
cent with effect from 6 April 2011, subject
to State aid approval. Wider changesto EIS
and Venture Capital Trusts are planned for
Finance Bill 2012.

Company Car Tax Rate 2013-14
Legidation will be introduced in Finance
Bill 2011 to reduce the appropriate
percentages by one per cent for all vehicles
with carbon emissions between 95¢g and
220g from April 2013. Zero emissions cars
will remain at zero per cent and ultra low
emissions cars with emissions up to 75g will
remain at five per cent.

Fuel Benefit Charge 2011-12
Employees and directors who are provided
with a company car and who also receive
free fuel from their employers are subject to
the fuel benefit charge. The cash equivalent
of the taxabl e benefit is determined by
multiplying a set figure (currently £18,000)
by the appropriate percentage for the car,
based on its CO2 emissions (grams per
kilometre). A statutory instrument laid on 23
March 2011 will increase the level of the set
figure or multiplier to £18,800 with effect
from 6 April 2011.

Approved Mileage Allowance
Payments Rates from 2011-12

Where employees use their own cars for
business mileage they can claim
reimbursement from their employers
through the approved mileage allowance
payments rates (AMAPSs) which is not
regarded as a taxable benefit. Thereis
currently a higher rate of 40p per mile for
the first 10,000 miles of business use and
25p per mile thereafter. Where individuals
are paid |ess than those amounts by their
employer, they can claim mileage allowance
relief (MAR) for the residual amount. A
statutory instrument, laid on 23 March 2011,
will increase the higher rate to 45p per mile
with effect from 6 April 2011. The rate will
also apply to MAR. Volunteer drivers may
reclaim the actual cost of motoring expenses
from the relevant voluntary organisation as
long as they keep records to demonstrate

that no taxable profit has been made, but, for
administrative ease, they are allowed to use .
the AMAPs rates if preferred. In addition to .
claiming AMAPs rates, an allowance for '
passenger payments currently in place for
employees at 5p per passenger per mile will
be extended to volunteers. That will not
reguire legislation and will be covered in
updated HMRC guidance.

Capital Gains Tax

Entrepreneurs’ Relief

Legidation will be included in Finance Bill
2011 to increase the lifetime limit on gains
qualifying for entrepreneurs relief from £5
million to £10 million with effect from 6
April 2011. Subject to satisfying certain
conditions gains on disposal's of
entrepreneurial businesses by individuals
and certain trustees qualify for
entrepreneurs’ relief. Qualifying gains are
taxed at arate of 10 per cent. There are no
other changes to the rules or conditions
relating to entrepreneurs' relief.

Capital Gains Tax annual exempt
amount

The annual exempt amount for capital gains
tax will increase in line with statutory
indexation to £10,600 with effect from 6
April 2011. Legidation will a'so be
introduced in Finance Bill 2011 to make a
technical change to simplify the procedure
for indexing the capital gainstax annual
exempt amount for years where indexation
does not require an increase. This change
ensures the previous tax year's amount will
continue to apply for future yearsunlessit is
again increased by indexation or Parliament
sets adifferent figure. The formulafor
indexing the exempt amount is unchanged.

Corporate Taxes

Corporation Tax Rates
Legidation will be introduced in Finance
Bill 2011 to reduce:

. the main rate of corporation tax to 26 per
cent for the Financial Year commencing 1
April 2011;

. the main rate of corporation tax to 25 per
cent for the Financial Year commencing 1
April 2012; and

. the small profits rate of corporation tax to
20 per cent from the Financial Year
commencing 1 April 2011.

Capital Allowances

Short life assets
Legislation will be introduced in Finance
Bill 2011 to enable businesses incurring
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expenditure on an item of plant or
machinery from April 2011 onwards to
make a short life asset election in respect of
that item if they expect to sell or scrap it
within an eight-year cut-off period. Thisis
an extension from the current four year
period. Thiswill ensure that the capital
allowances on the disposed of asset are
brought into line with economic
depreciation during the period of ownership.

Enhanced capital allowances scheme
for energy saving technologies

The energy-saving enhanced capital
allowance scheme will, subject to State aid
approval, be updated during summer 2011.
The main change includes the addition of
new technology-efficient hand dryers. Also
the qualifying criteria for automatic
metering and targeting equipment will be
simplified.

Research and Development tax
credits for SMEs

will be introduced in Finance Bill 2011
which will ensure that the scope of the
corporate intangible fixed asset (IFA) rules
excludes all goodwill and any intangible
asset which relatesto, derivesfromor is
connected with an ail licence or an interest
inan ail licence. The legislation is needed
because some companies have interpreted
accountancy practice in such a way that
goodwill is recognised on the acquisition of
an oil licence or an interest in an ail licence.
This interpretation may bring this goodwill
within the scope of the IFA regime which
conflicts with what was intended when the
legislation was introduced. Draft legidation
has been published on 23 March 2011 on the
HMRC website.

Taxation of Financial Services
Sector

Subject to State aid approval, legisation
will be introduced in Finance Bill 2011 to
increase the rate of the additional deduction
for expenditure on research and
development (R& D) for companies that are
small or medium sized enterprises (SMEs)
from 75 per cent to 100 per cent from 1
April 2011, giving atotal deduction of 200
per cent. The rate of vaccine research relief
for SMEs will be reduced to 20 per cent
from the same date.

Further reforms are planned for Finance Bill
2012.

Oil and Gas Taxes

Supplementary charge

Legidlation, effective from 24 March 2011,
will be introduced in Finance Bill 2011 to
increase the rate of the supplementary
charge levied on profits from UK oil and gas
production from 20 per cent to 32 per cent.
As part of the fair fuel stabiliser, if in future
yearsthe oil price falls below a set trigger
price on a sustained basis, the Government
will reduce the supplementary charge back
towards 20 per cent on a staged and
affordable basis while prices remain low.
The Government believes that atrigger price
of US $75 per barrel would be appropriate,
and will set afinal level and mechanism
after seeking the views of oil and gas
companies and motoring groups.

Oil and gas: intangible fixed assets
Legidlation, effective from 23 March 2011,

Bank Levy

The Bank Levy rates will be increased from
1 January 2012 onwards from those included
in the draft legidation published on 9
December 2010 to offset the benefit of the
further decrease in corporation tax. The rates
for 2012 onwards will now be 0.078 per cent
for short-term chargeable liabilities and
0.039 per cent for long-term chargeable
equity and liabilities.

UCITS 1V Manco passport enabling
measure

Undertakings for collective investment in
transferable securities (UCITS) funds are
collective investment schemes

authorised and regulated in an EEA member
state. Legislation will beintroduced in
Finance Bill 2011 to treat foreign UCITS
funds as not being resident in the UK, in
cases where they otherwise might be resident
by virtue of having a UK resident fund
manager.

The Financial Services and Markets
Act 2000 (Regulated Activities)
(Amendment) Order 2010

This Order, which came into force on 24
February 2010, unintentionally created a
number of potential adverse consequences
for the tax and regulatory treatment of some
types of debt securities. Legidation will be
introduced in Finance Bill 2011 to ensure
that no unintended tax consequences arise
for the potentially affected debt securities
between the issue of the Order on 24
February 2010 and remedying amendments
that came into force on 16 February 2011.
The unintended consequences are that
certain securities may be unable to qualify
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for the loan capital exemption from stamp
duty and the companies that issue them may
be unable to qualify for the corporation tax
securitisation company regulations.

Business Rates

Business rate discounts in Enterprise
Zones

At the Budget, the Government announced
the creation of 21 new Enterprise Zones. The
Government will offer up to 100 per cent
business rate discount for five yearsto
businesses located in Enterprise Zones.

Extension of small business rate
relief (SBRR) holiday

The SBRR holiday will be extended by one
year from 1 October 2011.

Charities and Charitable Giving

Government is also restructuring cigarette
duty. Ad valorem duty on cigarettes has been
reduced to 16.5 per cent and specific duty has
been increased by 25 per cent above
inflation. These changes will come into effect
from 6pm on 23 March 2011.

Gambling Duties

Gift Aid donor benefit limits
Legidation will be introduced in Finance Bill
2011 to increase, from £500 to £2,500, the
maximum value of the benefits that
individuals and companies may receive asa
result of making a donation to a charity of
more than £10,000 under Gift Aid. The new
limit will be subject to the existing rule that
the benefit must not exceed five per cent of
the gift. HMRC will also publish revised
guidance in April 2011 on Gift Aid benefits
to clarify anumber of issuesand
misunderstandings that have become
apparent following discussions with
stakehol ders.

Indirect Taxes: Alcohol and
Tobacco Duties

Alcohol duty rates

Legidlation will be introduced in Finance Bill
2011 to increase the duty rates for all
alcoholic drinks by two per cent above the
rate of inflation (based on the retail prices
index) as announced in the March 2008
Budget. The changes will take effect on 28
March 2011. Thiswill add four pence to the
price of apint of beer, 15 pence to the price
of abottle of wine, and 54 pence to the price
of abottle of spirits. As previoudy
announced, changes will also be introduced
to beer duty.

Tobacco Duties

Amusement machine licence duty
(AMLD) reform: paving legislation

On 9 December 2010, the Government
announced itsintention to reform the taxation
of gaming machines and to introduce a new
tax “Machine Games Duty” (MGD), to
replace AMLD. Suppliesin relation to the
playing of games on machines which are
liable to MGD will also become exempt from
VAT. Finance Bill 2011 provides paving
legislation that allows HMRC to proceed
with the development of MGD.

Amusement machine licence duty
(AMLD) and gaming duty
revalorisation

Legidation will be introduced in Finance Bill
2011 to:

. increase AMLD in line with inflation;
and

. raise the gross gaming yield (GGY)
bandings for gaming duty in line with
inflation.

These changes will affect casinos and anyone
who provides a gaming machine for play in
the UK. The new AMLD rates will be
charged for any licence applicationsthat are
received by HMRC after 4pm on 25 March
2011. The GGY bandings used to calculate
gaming duty must be used for any accounting
periods starting on or after 1 April 2011.

Transport Taxes

Legidation will be introduced in Finance Bill
2011 to increase tobacco duty rates by two
per cent above the rate of inflation (based on
the retail pricesindex) as announced in the
March 2010 Budget. Budget 2011 announced
that duty on hand rolling tobacco will
increase by an additional 10 per cent. The

Fuel duty rates
Legidation will be introduced in Finance Bill
2011 to amend fuel duty rates as follows:

. the main fuel duty rate will be reduced
by 1 penny per litre (ppl) from 6pm on
23 March 2011;

. the 1 April 2011 increase will be
deferred and implemented on 1 January
2012 when the main fuel duty rate will
increase by 3.02 ppl;

. on 1 January 2012 the effective rate of
duty for non-road fuels will rise in
proportion to the main fuel duty rate;
the duty increases on natural gas will
maintain the differential with the main
road fuels, and the differential for road
fuel gas other than natural gas will be
reduced by the equivalent of 1 ppl of
petrol; and
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. on 1 January 2012 the duty rate for
leaded petrol will increase by the same
monetary amount as main fuel duty,
and the duty rate for aviation gasoline
will rise in proportion to the main fuel
duty rate.

The duty differential for biodiesel produced
from used cooking oil will end as intended on
31 March 2012.

Vehicle excise duty uprating

From 1 April 2011, VED rates will increase
by indexation only apart from VED rates for
heavy goods vehicles which will be frozen in
2011-12. In addition, discount rates for Euro
V1 reduced pollution certificates (RPCs) will
remain the same as for previous Euro
standards. RPCs will be available for Euro VI
standard vehicles from 1 January 2012 until
31 December 2016, applying to vehicles
purchased before the standard becomes
mandatory. The RPC will be backdated for
Euro VI vehicles purchased before 1 January
2012. All Euro VI vehicles will return to
standard VED rates when their tax disc
naturally expires from 31 December 2016.

Carbon Taxes

Carbon price floor

Following a consultation earlier this year, the
Government confirms a carbon price floor
that will come into effect on 1 April 2013.
The carbon price floor will tax fossil fuels
used in electricity generation under the
climate change levy (CCL) and fuel duty.
Supplies of fossil fuels (apart from oils) used
in most forms of generation of electricity will
become liable to CCL while dilsused in
electricity generation will become liable to
fuel duty. Supplies will be charged at the
relevant carbon price support rate which will
be determined by the average carbon content
of the fossil fuel and take account of the
expected price of carbon on the wholesale
market.

For fossils fuelsthat are liable to CCL, the
carbon price support rate for each commodity
will be different from the main CCL rates for
the same commodities. Anti-avoidance
measures to prevent forestalling of CCL will
be introduced from 23 March 2011. Primary
legislation to cover most of the changes to
CCL will be introduced in Finance Bill 2011.

Climate change levy rates

Legislation will be introduced in Finance Bill
2011 to increases the rates of climate change
levy in line with the retail pricesindex from
1 April 2012.

Climate change levy exemption:
certain forms of transport

The exemption from the climate change levy
for taxable commodities used in certain
forms of transport includes supplies of
electricity for usein rail freight and in public
passenger rail servicesthat do not hold a
Public Service Obligation (PSO). These two
parts of the exemption are an approved State
aid. The current approval expireson 31
March 2011. The UK Government is seeking
re-approval but cannot legally continue with
these parts of the exemption beyond 1 April
without European Commission re-approval.
If re- approval is not received by 31 March
2011 the exemption will be suspended to the
extent that it appliesto rail freight and public
passenger rail servicesthat do not hold a
PSO, with effect from 1 April 2011. If re-
approval isreceived after 1 April 2011 the
exemption will be reinstated (with
retrospective effect from 1 April if the terms
of the approval permit). A clause conferring
on HM Treasury the power to suspend and
reinstate the exemption by order will be
included in the Finance Bill 2011.

Climate change levy exemption:
recycling processes

The exemption from the climate change levy
for taxable commodities used in certain
processes relating to the recycling of steel
and aluminium is an approved State aid. The
current approval expires on 31 March 2011.
The UK Government is seeking re-approval
but cannot legally continue with the
exemption beyond 1 April without European
Commission approval. If re-approval is not
received from the European Commission by
31 March 2011 the exemption will be
suspended with effect from 1 April 2011. If
re- approval isreceived after 1 April 2011 the
exemption will be reinstated (with
retrospective effect from 1 April if the terms
of the approval permit). If necessary a clause
conferring on HM Treasury the power to
suspend and reinstate the exemption by order
will beincluded in the Finance Bill 2011.

Aggregates Levy

Aggregates levy rate

Legislation will be introduced in Finance Bill
2011 to repeal the increase in the rate of
aggregates levy that was due to take effect
from 1 April 2011 and to enable the
reinstatement of an aggregates levy credit
scheme in Northern Ireland, subject to
European Commission State aid approval.
Theincrease in the rate of aggregates levy,
from £2.00 per tonne to £2.10 per tonne, will
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now beintroduced from 1 April 2012.

Landfill Taxes

Rates of landfill tax from 2012
Legidation will be introduced in Finance Bill
2011 to increase the standard rate of landfill
tax by £8 per tonne for disposals made, or
treated as made, to landfill on or after 1 April
2012, increasing the rate to £64 per tonne. In
the June Budget the Government confirmed
that the standard rate of landfill tax would
rise by £8 per tonne on 1 April each year up
to and including 2014. The Government also
announced afloor under the standard rate of
landfill tax so that the rate will not fall below
£80 per tonne from 2014-15 to 2019-20. A
lower rate of landfill tax appliesto less
polluting wastes listed in a Treasury Order.
Therateis currently £2.50 atonne and this
rate will remain frozen in 2012-13.

Stamp Duty Land Tax

Stamp duty land tax (SDLT) reform of
rules for bulk purchases

Legidation will be introduced in Finance Bill
2011 to provide arelief for purchasers of
residential property who acquire interestsin
more than one dwelling. Where the relief is
claimed the rate of SDLT is determined not
by the aggregate consideration but instead is
determined by the mean consideration (i.e. by
the aggregate consideration divided by the
number of dwellings) subject to a minimum
rate of one per cent.

VAT Measures

determines whether a person must be
registered for VAT, will be increased
from £70,000 to £73,000;

. the taxable turnover threshold which
determines whether a person may
apply for deregistration will be
increased from £68,000 to £71,000;
and

. the registration and deregistration
threshold for relevant acquisitions from
other EU Member States will also be
increased from £70,000 to £73,000.

A statutory instrument laid on 23 March
2011 will apply the revalorised thresholds on
or after 1 April 2011. The simplified
reporting requirement (three line accounts)
for the income tax Self Assessment return
will continue to be aligned with the VAT
registration threshold.

VAT: revalorisation of fuel scale
charges

The VAT fuel scale charges will be
revalorised. A statutory instrument laid on 23
March 2011 will revalorise the VAT fuel
scale charges with effect from 1 May 2011.

Anti-Avoidance Measures

VAT: low value consignment relief
Legislation will be introduced in Finance Bill
to reduce the level a which the low value
consignment relief (LVCR) appliesfrom £18
to £15 from 1 November 2011. Thisisthe
threshold below which goods imported from
outside the EU are VAT-free. The
Government will also explore options with
the European Commission to limit the scope
of the relief, including the possibility of
seeking derogation from the relevant EU
rules. It will return to the issue of the
appropriate level of the LVCR threshold in
Budget 2012 with a view to reducing it
further if discussions with the European
Commission do not produce aworkable
solution.

VAT: revalorisation of registration and
deregistration thresholds

The following changes will be made to the
VAT registration and deregistration
thresholds:

. the taxable turnover threshold, which

Sale of lessor companies: preventing
avoidance

Legidation will be introduced in Finance Bill
2011 with effect from 23 March 2011 to
ensure that the sale of lessor company
legislation continues to have the intended
effect. Therules are intended to impose a
charge, at thetime of sale, on profits of a
lessor company that have been earned but not
recognised for tax purposes before it changes
ownership. It also gives subsequent matching
relief. The changes made now will ensure
that all plant or machinery leasing istaken
into account in determining whether the
company comes within the scope of the rules.
The legidation will also make sure that the
calculation of the charge fully reflects the
deferred taxable profits. The changes will
also withdraw, with effect from 23 March
2011, the option to elect out of the charge
when alessor company is sold. Further
changes will ensure that a company that has
previously elected out of the charge will
bring into account for tax purposes the fulll
value to the company of any asset later sold.
Draft legislation has been published on the
HMRC website.

SDLT anti-avoidance

Legislation will be introduced in Finance Bill
2011 to put beyond doubt that SDLT-
avoidance schemes exploiting three areas do
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not work. The changes clarify the
relationship between the rules for ‘ sub-sales’
and aternative finance, narrow the definition
of ‘financial ingtitution’ for the purposes of
aternative finance and counter the effect of
an engineered reduction in market value
when properties are exchanged. They are
effective on or after 24 March 2011. Draft
legislation has been published on 23 March
2011 on the HMRC website.

Corporate gains: degrouping charges
anti-avoidance

Legidation will be introduced in Finance Bill
2011, with effect from 23 March 2011, to
prevent groups of companies avoiding
corporation tax on chargeable gains by using
complex arrangements that seek to exploit
the “associated companies exception” to a
degrouping charge. This measure clarifiesthe
rule that can impose a degrouping charge
when an event follows another to which the
associated companies exception applied. It
will put beyond doubt that the rule is not
itself subject to the exception. The changes
also ensure that the original legidation
cannot be used to avoid a degrouping charge
in circumstances similar to those that this
legislation addresses. Draft legislation has
been published on 23 March 2011 on the
HMRC website.

Tax Administration

Amendment to the Provisional
Collection of Tax Act 1968

Legislation will be introduced in Finance Bill
2011 to amend the Provisional Collection of
Taxes Act (1968) (PCTA). Thiswill maintain
the Government’ s ability to collect income
tax and certain other taxes and dutieson a
provisional basis following changes to the
parliamentary timetable, whilst maintaining
appropriate safeguards and allowing time for
adequate parliamentary scrutiny.

Transposing the Mutual Assistance
Recovery Directive

Legislation will be introduced in Finance Bill
2011 to enable the UK to implement the
Mutual Assistance Recovery Directive
agreed by EU Finance Ministers during 2010.
Under this Directive EU member states can
provide each other with assistancein the
recovery of tax debts and duties, which
includes service of documents and
exchanging information in connection with
the recovery of claims. This legidation will
replace and repeal the existing legidlation
implementing the current Mutual Assistance
Directive which was originally introduced in

1976 and consolidated in 2008 following a
number of revisions. The new Directive has
modernised and expanded the scope of the
existing Directive. The new Directive comes
into force on 1 January 2012.

The taxation of index-linked gilt-
edged securities

Legislation will be introduced in Finance Bill
2011 to amend existing rules so that index-
linked gilt-edged securities held by
companies, whose return is calculated by
reference to any index of pricesissued by the
Office for National Statistics, are taxed in the
same way asindex- linked gilt-edged
securities linked to the retail pricesindex
(RPI). The amended legislation will provide
that index-linked gilt-edged securities
includes those “under which the amounts of
the payments are determined wholly or partly
by reference to an index of prices published
by the Office for National Statistics’.

Time to pay

Budget 2011 also confirmed that HMRC will
continue through its Business Payment
Support Service to provide advice and time
to pay to viable businesses experiencing
temporary financia difficulty. The service
was launched at Pre Budget Report 2008 and
isavailable for al HMRC taxes, including
VAT, corporation tax, income tax and NICs
(PAYE).

Reliefs

OTS review of reliefs and Government
response

The Office of Tax Simplification (OTS) was
commissioned by the Chancellor to
undertake areview of thereliefs and
allowances available in the tax system. The
OTS published their final report on 3 March
2011 (available on the HM Treasury website)
in which they recommended abolishing a
number of reliefs. Some of these reliefs have
no further use, some are poorly targeted and
several have an administrative burden that
outweighs their benefit. The Government

wel comes the recommendations and, based
on the findings of the OT S and ongoing work
by HMRC, intends to abolish the reliefs set
out below. In Finance Bill 2011:

. charities - transitional relief on
distributions (F(2)A 1997 s35);

. Millennium Gift Aid (FA 1998 s48);

. National Savings Bank ordinary account
interest (ITTOIA 2005 s691);

. payroll giving 10 per cent supplement
(FA 2000 s38, FA 2003 s146);

. exemption for certain assignments by
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seamen (FA 1944 s45; DGR 1939, Reg
47D);

. instruments relating to National
Savings (FA 1953 s31); and

. transfers in relation to ships and
vessels (FA 1999 Sch 13 Para 24(b)).

The Government has also confirmed that it
intends abolish a further set of reliefsin
Finance Bill 2012 and beyond.

Previously announced measures to be
included in Finance Bill 2011

A number of tax changes were announced
prior to Budget 2011 and draft legidation
was published in December 2010. On 9
December 2010, the Government published
draft clauses for the majority of Finance Bill
2011 measures for consultation. Over 250
substantive comments were received in
response and a number of clauses have
subsequently been revised. The following
summarises measures for Finance Bill 2011
that:

. are unchanged following consultation;

. have been revised following feedback
on draft clauses; and

. that have been previously announced,
but where draft legislation has not been
published.

Measures unchanged following
consultation

The Government confirms that the following
measures will be introduced in Finance Bill
2011 with no changes to the consultation
drafts or the Tax Information and I mpact
Notes:

. Income tax rates, rate limits and personal
allowances for 2011-12;

. Employer-supported childcare: changes
to the “open generally” condition;

. Expenses paid to MPs;

. Tax relief for protection of vulnerable
groups scheme fees paid or reimbursed
by employers;

. Pensions taxation: enabling retirement
savings programme;

. Reduction in the small profits rate of
corporation tax;

. Annual investment allowance: reduction
from April 2012 to £25,000;

. Writing down allowances: reduction from
April 2012;
. Corporate capital gains: capital losses

after a change of ownership
(simplification);

. Corporate capital gains: value shifting
rules (simplification);

. Reform of associated company rules as

they apply to the small profits rate of
corporation tax;

. Reform of stamp duty reserve tax on
collective investment schemes;

. OECD transfer pricing guidelines;

. Changes to accounting standards for
leases;

. Life insurance apportionment rules;

. Exceptional rates of Vehicle Excise Duty
for certain heavy goods vehicles;

. Refunding irrecoverable VAT costs
incurred by Academies.

Review of HMRC powers, deterrents
and safeguards security for PAYE and
National Insurance contributions

Legislation will be introduced in Finance Bill
2011 to provide a power alowing HMRC to
make regulations enabling them to require a
security from employers for PAY E and NICs
that is serioudly at risk of non-payment. It
will aso introduce a criminal offence for not
providing a security when one is required.
Draft Finance Bill clauses, together with
draft regulations, were published for
consultation on 9 December 2010. No
changes have been made to the primary
legislation. However, the regulations will be
amended, taking account of comments
received to ensure that time to pay
arrangements are considered before a security
isenforced. A response document will be
published on 31 March 2011.

Measures changed following
consultation

The Government has considered the
responses to the consultation on the draft
legislation. Following responses received a
number of clauses have been revised. For the
following measures, changes are being made
to the proposed legidation to ensure it meets
the policy objective. These are summarised
below.

Furnished holiday lettings

Legidation will be introduced in Finance Bill
2011 to revise the tax rules for furnished
holiday lettings (FHL) and to extend the
regime to the European Economic Area
(EEA). From April 2011, lossrelief may only
be offset against income from the same FHL
business. UK losses can relieve UK FHL
income only and similarly with the EEA
losses. From April 2012 to qualify in ayear,
aproperty must be available to let for at least
210 days and actually let for 105 days.
Businesses meeting the actually let threshold
in one year may elect to be treated as having
met it in the two following years (“period of
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grace’), providing certain criteria are met.
Minor amendments will be made to the draft
legislation to ensure that the period of grace
provisions apply from 2010-11.

Employer-supported childcare:
changes to tax reliefs

Legislation is being introduced in Finance
Bill 2011 to restrict the level of tax relief
available to higher earnerswho join
employer-supported childcare schemes from
6 April 2011. Asaresult of the consultation
on the draft legislation, a minor technical
change is being made to the legidation in
respect of excluded amounts for “relevant
income”.

Restricting pensions tax relief

The Government announced on 14 October
2010 that the annual allowance for tax relief
on pension savings for individuals will be
reduced from £255,000 to £50,000 from
2011-12, and the lifetime allowance will be
reduced from £1.8m to £1.5m from 2012-13.
Draft legidlation was published for comment
on 9 December 2010. Following
consultation, the Government published
additional draft legislation on 3 March 2011
containing provisions to enable individualsto
meet high annual charges from their pension
benefits. Individuals with charges above
£2,000 will be ableto elect for their liability
to be met from their pension benefit. In these
situations, the tax will be paid at the point the
charge arises.

The legidation introduced in Finance Bill
2011 will include revisions that reflect
comments on the draft legislation, ensuring
the legislation meets the stated policy
objectives.

Pensions’ annuitisation

Legislation will be introduced in Finance Bill
2011 to remove the effective requirement to
annuitise by age 75 from April 2011. This
will include changes to the annuitisation
reguirements, income drawdown pension
arrangements and the related inheritance tax
rules. During the consultation on draft
clauses some unintended differencesin the
pensions and lump sums payabl e before and
after age 75 were identified. Changes have
been made to the legidation to remove these
differences. Savers who have reached age 75
will also be allowed to align multiple
drawdown pension funds under the same
scheme so the funds can all be valued
annually on the same date.

Interim controlled foreign companies
(CFCs) reform

Legidation will be introduced in Finance Bill
2011 to deliver a package of interim
improvements to the controlled foreign
companies (CFCs) rulesas afirst step to
make the rules easier to operate ahead of full
reformin 2012. The interim changes will
have effect for accounting periods beginning
on or after 1 January 2011 other than the
extension to the transitional rules for the
holding company exemptions which is
deemed always to have had effect. Following
consultation, a number of changes were made
to ensure that the improvements delivered the
desired outcome. Thisincludes amending the
three year temporary exemption to include
overseas subsidiaries that are not currently
CFCs but that have been in the past.

Taxation of foreign branches

Legidation will be introduced in Finance Bill
2011 to provide an opt-in exemption from
corporation tax on the profits of foreign
branches of UK companies. Following
consultation some significant changes have
been made to the draft legidation published on
9 December 2010 to address the following:

. allowing life insurance companies to
benefit from exemption;

. ensuring that the transitional rule is
workable for business; and

. ensuring that the anti-diversion rules are
more targeted and proportionate.

Corporate capital gains simplification:
de-grouping charges
Legislation will be introduced in Finance Bill
2011 to simplify the rules for the calculation
of chargeable gains degrouping charges for
companies. The legidation includes a number
of changesto that published in draft in
December 2010 in response to comments
received in the consultation. These include
some minor drafting changes to clarify the
intent, and changes to address the following
aress
. companies leaving a group in
consequence of a share for share

exchange to which section 127 TCGA
1992 applies; and
. unintended consequences for a few Real
Estate Investment Trust (REIT) groups
where there are minority investors in a
company that leaves the REIT group.
Finance Bill 2011 will also include an anti-
avoidance measure: Corporate Gains:
degrouping charges anti-avoidance.
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Modernisation of investment trust
companies

The Government launched a consultation on
the modernisation of the tax rules for
investment trust companies (‘1TCs') on 27
July 2010. The aim of the proposals was to
provide greater certainty for ITCs and their
investors and to ensure that the rules are
capable of facilitating modern investment
practice and a wider range of investment
strategies. Following that consultation draft
legislation providing for a new definition of
an investment trust and for powers to make
regulations setting out the rules of the regime
was published for comment on 9 December
2010. No further comments were received
and only minor technical changes have been
made to the consultation draft. The amended
legislation will be introduced in Finance Bill
2011. Draft regulations will be published for
consultation during April 2011.

Leasing into tonnage tax

Legidation will be introduced in Finance Bill
2011 to align the rates of writing down
allowance on the first £40 million of
expenditure on a ship leased to atonnage tax
company with the rates applicable to other
ships, including where the ship isalong life
asset. The legiglation has effect for
expenditure incurred on or after 1 January
2011. The legidation differs from the draft
legislation published in December 2010 as it
now extends to expenditure incurred on or
after 1 January 2011 under an agreement
preceding this date.

Oil and gas minor measures
Legidation will be introduced in Finance Bill
2011 to make minor changes to the regime
for oil and gas companies that operate in the
UK or on the UK continental shelf. One of
these measures extends the scope of the
chargeable gains ring fence reinvestment
relief to allow therelief to apply, for
disposals made on or after 24 March 2010,
when proceeds are reinvested in exploration
and development expenditure. As aresult of
the consultation on the draft clauses the
legislation will now explicitly apply when
proceeds are reinvested in exploration,
appraisal and devel opment expenditure.

Taxation of Financial Services Sector:
Bank Levy

In the June 2010 Budget the Government
announced that it intended to introduce a
bank levy (the Levy), effective from 1
January 2011, in respect of certain equity and
liahilities on banks balance sheets.
Following consultation on a number of

operational issues around design and
implementation, including possible and
proposed approaches to defining taxable
entities and the tax base, the Government
published a response document on 21
October 2010 along with an HMRC
Technical Note setting out the Government’s
proposals for the design of the Levy
including changes made as aresult of the
consultation. These changes were also
detailed in a Tax Information and I mpact
Note published on 9 December 2010
alongside the draft legislation for Finance
Bill 2011.

The Government announced on 8 February
2011 an increase in the effective rate of the
Levy for the year 2011. The rates were
increased so that the Levy will raise the
target yield of £2.5 billion for the first year.
Therefore, the rates for the calendar year
2011 will be:

. 1 January 2011 - 28 February 2011
0.05 per cent for short-term chargeable
liabilities and 0.025 per cent for long-
term chargeable equity and liabilities;

. 1 March 2011 - 30 April 2011 0.1 per
cent for short-term chargeable liabilities
and 0.05 per cent for long-term
chargeable equity and liabilities; and

. 1 May 2011 - 31 December 2011 0.075
per cent for short-term chargeable
liabilities and 0.0375 per cent for long-
term chargeable equity and liabilities.

Budget 2011 announced an increase in the
Levy rates from 1 January 2012 onwards.

Charities: Changes to the substantial
donors rule

Legislation will be introduced in Finance Bill
2011 to replace the existing substantial
donorsto charities legidation. Following
responses received during the consultation on
draft clauses amendments have been made to
make the legislation clearer and better
targeted. The legidation now:

. focuses on “financial advantages”;

. includes a carve out for relevant
housing providers and charitable
payments made to a charity for onward
transmission to a non-charity body;
and

. provides for a shorter transitional
period before the existing legislation is
repealed (reduced from five years to
two).

Duties on high and lower strength
beers

Finance Bill 2011 will introduce a new
additional duty on beers over 7.5 per cent
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alcohol by volume (abv) in strength at arate
of 25 per cent of general beer duty. A
reduced rate equivalent to 50 per cent of
general beer duty will be introduced for beers
exceeding 1.2 per cent abv and not exceeding
2.8 per cent abv in strength. These changes
will be effective from 1 October 2011.

Disguised remuneration

Legislation will be introduced in Finance Bill
2011 to tackle third party arrangements
which seek to avoid or defer the payment of
income tax or National Insurance
contributions due on employment income or
avoid restrictions on pensions’ tax relief. A
draft schedule to enact this measure was
published on 9 December 2010.

Representations have been received from
busi ness, representative bodies and
professional advisors. In the light of these the
Government has amended the draft
legislation to limit impacts on employers and
individuals where it is possible to identify
arrangements that cannot be used for tax
avoidance purposes. The changes made
include exclusions for group company
transactions and certain short-term loans as
well as arrangements relating to deferred
remuneration, defined employee car
ownership schemes, further employment-
related securities schemes and protecting
legacy pension savings within these
arrangements.

UK resident investment companies:
currency for tax calculations
Legislation will be introduced in Finance Bill
2011 to counter avoidance involving changes
in the functional currency of an investment
company. Following consultation the draft
legislation published on 9 December 2010
has been amended to make it clear that the
ability to elect for afunctional currency for
tax purposesis limited to companies whose
main purpose isto make investments and to
make provision for newly incorporated
companies.

Group mismatches

Legidation will be introduced in Finance Bill
2011 to prevent tax losses through the
asymmetrical tax treatment of loans and
derivatives (group mismatch schemes).
Following consultation there have been a
number of minor changes to the draft
legislation published on 6 December 2010.
These are:

. clarification that only UK-to-UK
transactions will be affected;

. introduction of a threshold in conditio n
A such that the condition cannot apply
unless the expected tax saving from
the scheme is at least £2m; and

. an amendment to condition B so that it
contains an objective as well as a
subjective element. The objective
element is that the scheme must be
one that is more likely to produce a tax
advantage than a tax disadvantage.

The legidation will have effect in relation to
group mismatch schemes to which a
company is party on or after Royal Assent to
Finance Bill 2011.

Corporation tax anti-avoidance
derecognition

Legidation will be introduced in Finance Bill
2011 to amend anti-avoidance rules on
derecognition of loan relationships and
derivative contracts. Following consultation a
number of changes have been made to the
draft legislation published on 6 December
2010. These changes will deny debits on
creditor loan relationship and derivative
contracts; make it clear that the legidation
only applies where a company remains party
to aloan relationship or derivative contract;
and require a company to bring in any
difference between the accounts carrying
value and the fair value of aderivativeasa
credit for the period in which tax avoidance
arrangements are entered into. This latter
provision will have effect from 23 March
2011.

Tax Administration: Data-gathering
Legidation will be introduced in Finance Bill
2011 to enable HMRC to collect data for risk
assessment and to amend Schedule 36 to FA
2008 to provide a penalty if a person is aware
of an inaccuracy when providing information
or documents. Following consultation on the
draft legislation a new safeguard has now
been added so that, where a notice requests
documents, they need only be provided if in
the possession or power of the person to
whom the notice is sent. A response
document to the consultation will be
published on 31 March 2011 alongside the
Finance Bill.

Other measures previously
announced

In addition to the draft clauses for Finance
Bill 2011 published on 9 December 2010 a
number of additional measures have been
announced ahead of Budget 2011. For
completeness these are summarised below.
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Subsistence Allowances paid to
experts seconded to European Union
bodies located in the UK

As announced in a Written Ministerial
Statement made by the Exchequer Secretary
to the Treasury on 16 December 2010
legislation will be introduced in Finance Bill
2011 to create an income tax exemption
where subsi stence allowances are paid to
experts seconded to EU bodies located in the
UK. Under the normal rules subsistence
allowances are taxable as employment
income. Experts seconded to EU bodiesin
other European member States are not
normally taxed on any subsistence allowance
they receive from the EU body. This measure
will ensure that those on secondment to a
body in the UK are not at a disadvantage.
The exemption will apply inrelation to

subsi stence allowances paid for any period
commencing on or after 1 January 2011. A
statutory instrument containing Regulations
to create the associated NICs disregard will
be made on or before 6 April 2011.

Reduction in the contracting out
rebate

The Department for Work and Pensions
announced on 3 February 2011 details of the
contracted-out rebate percentage rates that
will apply to defined pension schemes from
2012. The new rates were laid in adraft order
on the same day. The new rebate will mean
that from April 2012 if anindividual is
contracted out of the State second pension,
the employer and the employee will pay more
National Insurance contributions. Thisis
because the employer’s rebate will reduce
from 3.7 per cent to 3.4 per cent and the
employee’ s rebate will reduce from 1.6 per
cent to 1.4 per cent.

Junior ISAs

On 26 October 2010 the Government
announced that it would introduce a new tax-
advantaged account for saving for children,
to be known as a Junior ISA. Legidation to
provide for the Junior ISA will be introduced
in Finance Bill 2011. Draft secondary
legislation for the establishment and
operation of Junior ISAswill be published
alongside Finance Bill 2011. It is expected
that Junior |SAswill be available from
autumn 2011 for any UK-resident child who
does not currently hold a Child Trust Fund.
The Government will be consulting
informally with stakeholders on the draft
legislation during the spring of 2011.

Offshore funds amendments
The Government is currently consulting on

amendments to the Offshore Funds (Tax)
Regulations 2009 (SI 2009/3001). Details of
the proposed amendments and the draft
amending Regulations were published on the
HMRC website on 20 December 2010 and 28
February 2011.

Climate change levy exemption: gas
in Northern Ireland

On 31 January 2011 the Government
announced that the climate change levy
(CCL) exemption for supplies of gasin
Northern Ireland would be replaced with a
lower rate from 1 April 2011. Draft
legislation and a Tax Information and Impact
Note were published alongside the
announcement. The Government confirms
that the legislation will beintroduced in
Finance Bill 2011 with no changes to the Tax
Information and Impact Note. A minor
change has been made to the draft legidation
to reflect the change in the lower rate from 1
April 2012 as aresult of the increase to the
rates of CCL generally from that date,
announced in Budget 2011.

Landfill communities’ fund - value of
the fund

The landfill communities fund (LCF) invests
in projects that aim to improve communities
around alandfill site. A statutory instrument
laid on 23 March 2011, will increase the
value of the fund in line with inflation from
£74.25 million in 2010-11 to a potential
value of £78.1 million of claimable credit in
2011-12. Thiswill be achieved by amending
the maximum credit that landfill site
operators may claim against their annual
landfill tax liability for contributions made to
bodies with objects concerned with the
environment enrolled under the LCF, from
5.5 per cent to 6.2 per cent.

Leasing double allowances

As announced by Written Ministerial
Statement on 9 March 2011 legislation will
be introduced in Finance Bill 2011 to counter
avoidance involving the leasing of plant or
machinery under a long-funding finance
lease. The disclosed avoidance scheme seeks
to obtain tax relief for more than the actual
expenditure. The scheme involves
arrangements which are claimed to have the
effect of guaranteeing the value of the leased
asset at the end of the lease but which also
enable the amount guaranteed to be taken
into account for tax relief a second time when
paid. The new legislation confirms that
lessees engaging in transactions of thistype
will only be entitled to tax relief up to the







