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UK Budget 2016 changes affecting the property and construction

sector

April 2016

Lower business rates: from April 2017, rate payers
that occupy a single property with a rateable value of
£12,000 or less will pay no business rates. Currently,
this 100% relief is available for a business that
occupies a property (e.g. a shop or office] with a value
of £6,000 or less. There will be a tapered rate of relief
on properties worth up to £15,000. This means that
600,000 businesses will pay no rates.

Reduction in Capital Gains Tax (CGT]: from April 2016,

the higher rate of Capital Gains Tax will be cut from
28% to 20% and the basic rate from 18% to 10% (CGT
does not apply to the main home). These reduced
rates will not apply to residential property and carried
interest (the share of profits or gains that is paid to
asset managers).

Future cut in Corporation Tax: the main rate of
Corporation Tax will be cut again from 20% to 17% in
2020, benefitting over 1 million businesses.

New stamp duty rates for commercial property from
17 March 2016: the way stamp duty on freehold
commercial property and leasehold premium
transactions is calculated will change. Currently,
these rates apply to the whole transaction value.
From 17 March 2016 the rates will apply to the value
of the property in each tax band. The new rates and
tax bands will be 0% for the portion of the transaction
value up to £150,000; 2% between £150,001 and
£250,000, and 5% above £250,000. Buyers of

commercial property worth up to £1.05 million will
pay less in stamp duty.

Stamp duty rates for leasehold rent transactions will
also change, with a new 2% stamp duty rate on leases
with a net present value over £5 million.

New tax allowances for money earned from the
sharing economy: from April 2017, there is a new tax-
free £1,000 allowance for property income.
Individuals with property or trading income won't
need to declare or pay tax on the first £1,000 they
earn from each source per year.

Making sure large companies can't artificially shift
profits out of the UK:

Relief on interest payments will now be capped at
30% of UK earnings, with exceptions for groups with
legitimately high interest payments. The government
intends in the next five years to increase the tax take
from large companies and multinationals through
rules to prevent hybrid mismatches, taxing outbound
royalty payments better and making sure offshore
property developers are taxed on their UK profits.

Inheritance tax: it was announced in the Summer
2015 Budget that UK residential property held in
corporate structures would be subject to inheritance
tax. These proposals are likely to be enacted into
legislation and become effective from 6 April 2017.
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For enquiries about this Technical Update please contact:

Shipleys LLP

10 Orange Street Haymarket

London WC2H 7DQ

W: www.shipleys.com T: (+44 20) 7312 0000
Contact the expert: Stuart Dey DeyS@shipleys.com

For enquiries about Property & Construction please contact:

MTG Consulting GmbH

Kelheim, Germany

W: www.mtg-consulting.de T: (+39 02) 2779 111

Contact the expert: Ted Heaslip. ted.heaslipdmtg-consulting.de

AGN International Ltd is a company limited by guarantee registered in England & Wales, number 3132548, registered office 24 Greville Street,
London EC1N 8SS, United Kingdom.

AGN International Ltd (and its regional affiliates; together "AGN") is a not-for-profit worldwide membership association of separate and
independent accounting and advisory businesses. AGN does not provide services to the clients of its members, which are provided by
Members alone. AGN and its Members are not in partnership together, they are neither agents of nor obligate one another, and they are not
responsible or liable for each other's services, actions or inactions.
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