
 

 

 

 

 

In July, the Chancellor delivered the first Conservative 
Budget for almost 20 years. Here is a summary: 
 
Business, enterprise and employment 
Further cuts were confirmed in corporation tax – which is 
set to be reduced to 19 per cent in 2017 and 18 per cent in 
2020. There will, however, also be significant changes to 
dividend taxation from April next year, which will impact 
many owner-managed businesses, and the effective tax 
rates on extracting profits. 
A National Living Wage, applying to over-25s will start at 
£7.20 next April, rising to £9 by 2020. However, public 
sector workers pay will be capped at one per cent a year for 
the next four years. 
The annual investment allowance will rise to a permanent 
level of £200,000 a year from 1 January 2016 - a big help for 
small and medium-sized businesses. 
Local councils and elected mayors would be handed new 
powers to set trading hours on Sundays.  
 
Motoring 
Fuel duty will remain frozen until the end of the year. 
There will, however, be a new Vehicle Excise Duty (VED) tax 
for new cars. The levy will apply in three bands (zero 
emission, standard and premium) and is set to be 
introduced in 2017. Mr Osborne said the change was 
designed to make the car tax system considerably fairer, 
arguing that the current arrangements penalise those who 
can’t afford new cars. 
 
Personal tax 
The Inheritance Tax (IHT) threshold will be increased. This 
will allow £1million to be passed on tax-free and “end the 
levy on family homes.” 
Elsewhere, mortgage interest tax relief is to be limited on 
buy-to-let, which Mr Osborne hopes will “level the playing 
field” in the property market. 
The Chancellor said the Government would also press ahead 
with election pledges to increase the tax-free personal 
allowance to £11,000 from next year. While the threshold 
for the higher rate of income tax is also set to increase to 
£43,000. 
 
Pensions, savings and benefits 
The Chancellor told the Commons that he would consult on 
creating ISA-style pensions, where people would lose the tax 
relief when they pay in, but would be able to withdraw their 
money tax-free. He revealed plans to reduce the lifetime 
allowance for pension contributions to £1million (down 
from £1.25million) from April 2016. 
The annual allowance for pension inputs will also be 
 
 
 

 

 

 
 
reduced for those earning more than £150,000 – 
tapering away to £10,000, down from £40,000. There 
was bad news for those who rely on tax credits with 
working-age benefits being frozen for four years, 
although statutory benefits such as maternity leave 
will not be affected by this.  
Child tax credits will only support the first two 
children from April 2017. 
Other radical changes to the welfare system will see 
the benefits cap reduced to £20,000 (or £23,000 in 
London) and no automatic entitlement to housing 
benefit for those aged 18-21. 
 
Health 
Extra funds will be pumped into the health service to 
help meet the needs of a rapidly ageing population. 
The Chancellor confirmed that it would receive 
£8billion on top of the extra £2billion provided 
earlier this year or £10billion a year more by 2020. 
 
Education 
Mr Osborne revealed that student maintenance 
grants would be scrapped from 2016-17. They will be 
replaced by a series of loans, which people will start 
to pay once they are earning more than £21,000 a 
year. 
 
Tax evasion, avoidance and aggressive tax planning 
An extra £750million will be set aside for HMRC to 
claw back money and serial offenders will be named 
and shamed. 
Far tougher rules for non-doms were also confirmed. 
Mr Osborne has refused to scrap the non-domicile 
status outright, but the new regime will mean that 
from 2017, non-doms who’ve spent 15 of the last 20 
years in the UK will pay the same tax as everyone 
else.  
 
Need more help? 
This feature aims to give some informal hints and 
McPhersons are offering free advice so get in touch 
now to arrange your free meeting 01424 730000. 
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