UK BUDGET
SUMMARY
2018
T: 01224 798200
E: info@carnegieknox.co.uk

info@carnegieknox.co.uk

Autumn Budget 2018
In early October, at the Conservative Party Conference, Chancellor Phillip Hammond claimed that “the
Conservative Party is, and always will be, the party of business”. With this in mind, just how well did the
business sector fare during the 2018 Autumn Budget? Carnegie Knox have rounded up the Budget’s key
announcements to provide you with the answer.

Employment Allowance
The government are targeting the Employment Allowance (EA) to support smaller businesses. From April
2020 the government will restrict access to employers with an employer National Insurance Contributions
(NICs) bill below £100,000 in the previous tax year. The EA provides businesses and charities with up to
£3,000 off their employer NICs bill and 93% of small businesses will still be eligible for the EA.

Enterprise Tax
The Annual Investment Allowance will increase from £200,000 to £1million. The relief encourages companies to invest in equipment by allowing them to write off some of their investment against their taxable
profit. This allows businesses to invest and grow, helping them to push ahead with developments. The
minimum qualifying period for Entrepreneurs’ Relief will be extended from 12 months to 24 months in
order to support longer-term business investments.

Business Rates
Business rates are to be cut by a third for the next two years from April 2019. It will apply to all retailers in
England with a rateable value of £51,000 or less. The Government estimates that this will deliver an annual saving of up to £8,000 for up to 90% of all independent shops, restaurants and pubs. This cut is hoped
to boost the local high street, supporting small business owners and entrepreneurs who are seen as the
backbone of the British economy.

Work related training costs
The Government is maintaining the scope of tax relief currently available to employees and the selfemployed for work-related training costs. It will be launching the National Retraining Scheme and skills
pilots to help those in work, including the self-employed, develop the skills they need.
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Corporation Tax
There was no change to proposals for Corporation Tax with legislation still in place to reduce it to 17% in
2020; this is to ensure that the UK is a prime location for investment. Phillip Hammond also made the announcement that there would be a new 2% tax on the revenues of certain digital businesses. The tax will:




Apply to revenues generated from the provision of search engines, social media platforms and
online marketplaces.
Apply to revenues from activities related to the participation of UK users.
Only apply to groups that generate global revenues with activities in excess of £500million per annum.

VAT
The announcement that the VAT would remain at its current level of £85,000 for the next two years was
welcomed. The Federation for Small Businesses stated that it would have been “incredibly damaging” for
the threshold to be reduced as this would have a large impact on a number of small businesses. The government, however, have stated that they will look at introducing a smoothing mechanism once the terms
of Brexit are clear.

Off-payroll working
As was expected, the Chancellor announced the introduction of off-payroll working rules into the private
sector. This follows on from reforms made in the public sector in April 2017. Reforms in the private sector
will not be implemented until April 2020 and will only apply to large and medium sized businesses. Whilst
small businesses will not be affected, it is important that they stay abreast of future developments.

Living Wage
The national living wage, introduced by the government in 2016, is increasing by 4.9% from £7.83 per
hour to £8.21. This is an annual increase of £691. The rise in staffing cost will be accompanied by a 3% increase to the auto-enrolment employer pension contributions.
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Personal Tax
The announcement that the Personal Allowance would increase to £12,500 and the Higher Rate Tax
threshold to £50,000 was warmly received. These changes have been made one year earlier than planned,
signifying the Government’s commitment to keeping taxes low in order to support the working people. It
is estimated that overall, 32 million individuals will see a reduction in their tax bill in 2019-20 compared
2015-16.

Transport Tax
As had been promised, fuel duty has been frozen for the ninth successive year, saving the average driver
a cumulative £1,000 by April 2020. With regards to company vehicles, from 6 April 2019 fuel benefit charges will increase in line with RPI and the van benefit charge will increase in line with CPI.

Alcohol Tobacco and Gaming
Duty rates on beer, most cider and spirits, including Scotch whiskey, will be frozen as a means of showing
support for the traditional local pub. The British Beer & Pub Association estimate that the freeze will save
brewers, pubs and pub-goers £110 million and will secure upwards of 3,000 jobs. Duty on most wine and
higher strength sparkling cider will rise by RPI inflation from February 2019. Tobacco duty will increase by
2% above RPI inflation until the end of this parliament. The tax for online “games of chance” will increase
to 21% from October 2019 to fund the loss of revenue as maximum stakes for fixed odds betting terminals are cut to £2.
The Scottish Finance Secretary, Derek Mackay, will set out his draft Budget in December. The Scottish Government will get an extra £950million to spend over the next 3 years as a consequence of Mr Hammond’s
plans for devolved fiscal policies i.e. health, education and justice. Many of the announcements made by
Mr Hammond will apply to Scotland but some, principally relating to tax could have an adverse impact.
We will analyse and summarise the Scottish Budget in December when it is announced. In the meantime
if you have any questions please don’t hesitate to get in touch.
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