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Welcome to our review of the changes announced in the Budget on Wednesday 26 November 2025.

There are already many available sources for the details of the Budget announcements (not least the OBR’s summary released
by mistake several hours before the Chancellor stood to speak in the House of Commons). This document is not intended to
compete with those sources but, rather, is a summary of our thoughts on the impact of those changes for you and/or your
business and the implications for how you manage your affairs. Where relevant, we also note action points you may wish to
consider as a result of those changes.

Although the Budget was not, in the end, as dramatic as the Government had led us all to believe, there have been quite a
number of changes. Most of those changes are individually relatively small but the compound effect is likely to be somewhat
greater, both now and over the course of time. The scope of the changes is also quite wide, affecting all areas of society, from
young people in employment, business owners, high net worth individuals and pensioners.

In our 2024 Budget Summary, we discussed the Government’s struggles with manifesto commitments and particularly its own
definition of “working people”. The concerns we expressed at the time have now largely come to pass, with increased taxation
of pretty much any form of income that can loosely be described as investment income. Thankfully the increases are relatively
small but it remains to be seen how the measures will be received by the population as a whole, particularly in light of the fact
that many of the changes will not take effect until April next year and, even then, the full impact will not be realized until the
following year when tax returns begin to be completed and tax liabilities quantified.

It is important to bear in mind that this is an informal document intended to provide general guidance and you should
therefore not take action solely on the basis of the contents of this note. If you believe that any matter referred to might affect
you, please contact us for further advice before proceeding.

This briefing note provides updates and commentary on the following issues:

1. Tax thresholds

2. Corporation tax

3. National minimum wage
4. Income tax

5. Pensions

6. Property matters

7. Other matters

8. Reminders
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As always, if you are unsure of the impact this may have on you, please get in touch and we will be happy to discuss in more
detail. Please remember that, in terms of practical implementation, detailed legislation is yet to be released but we will
confirm as much as we possibly can.

1. Tax thresholds

We start with the news that the existing freeze on allowances and thresholds for all personal taxes (income tax, CGT and IHT) is
to be extended by another two years to 2031.

Although perhaps one of the less dramatic announcements this year, it is no less significant for that. The pernicious reduction
of allowances and bands in real terms will itself become a major contributor to the overall tax burden on taxpayers and will
bring yet more individuals into the tax system.

Ironically, the freezing of allowances and thresholds introduces the possibility that pensioners with no income other than state
pension could be exposed to tax on part of their state pension. The Chancellor has stated that such pensioners will be
protected from any future tax liability although it is unclear how this might be achieved. We cannot help but wonder if the
Government are tying themselves in knots with the unintended consequences of the announced changes.

2. Corporation tax

Although the main and small company rates of corporation tax remain unchanged at 25% and 19% respectively, annual capital
allowances (“writing down allowances”) are being reduced from 18% to 14% with effect from 1 April 2026. This will have the
broad effect of increasing taxable profits for businesses and will therefore lead to an increase in corporation tax liabilities for
companies and in self-assessment liabilities for small business owners.

Penalties are increasing for late filing of corporation tax returns from the current level of £100 to £200. Penalties will be scaled
up for successive late filing.

3. National minimum wage

The national minimum wage for those aged 21 and over will increase from 1 April 2026 to £12.71 per hour, an increase of 4.1%.
The national minimum wage for those under 21 will increase to £10.85 per hour for 18-20 year olds and £8.00 for 16-17 year
olds and apprentices.

Although it is admirable to aspire to increase incomes for the lowest paid, the Government seem to overlook the fact that those
increases also have an impact on businesses, especially smaller, owner managed businesses. We have received much
anecdotal evidence of the effect of increases in the national minimum wage on annual pay reviews and recruitment decisions
over the past few years, much of which is not favourable for businesses or employees alike.

4. Income tax

Possibly the most prominent changes announced in the Budget relate to increases in income tax rates. The changes have been
focused on sources of income which could broadly be described as “investment” income - in this way, as we note above, it
seems that the Government have justified, to themselves at least, that this does not breach their well-publicised manifesto
commitment not to raise income tax for working people.

The main changes taking effect from 6 April 2026 are as follows:

1. An increase of 2% for all interest income at each rate of tax;

2. An increase of 2% for income from property at each rate of tax;

3. An increase of 2% on dividend income taxed at basic and higher rates. The additional rate of tax is unchanged. This means

that the basic rate increases from 8.75% to 10.75% and the higher rate increases from 33.75% to 35.75%. The additional rate
remains at 39.35%.
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There are some particularities arising from these changes, which include:

a. It is unclear whether pension income will be regarded as investment income, but we presume that it is the Government’s
intention that this should not be the case.

b. The Government has continued to target landlords with the increase in tax rates on property. This will undoubtedly
encourage landlords to continue the trend of holding property in a limited company, even though this does bring with it other
complications and does not protect landlords from other proposed changes in the law, such as the right to rent. We will
continue to monitor the structure of our landlord clients’ portfolios and recommend changes where appropriate.

c. The increase in tax rates on dividend income will affect a large swathe of taxpayers, ranging from pensioners to employees
and business owners. For the former, the combination of an increase in the tax rates on dividends and interest will undoubtedly
be noticeable and it remains to be seen whether the Government will find itself under pressure from this part of the electorate
as it did with the changes to the winter fuel allowance. The impact on business owners will be no less significant. In the past
year, we have been carefully monitoring the optimum income structure for business owning clients, particularly in light of the
increase in employers’ national insurance (NI) from April 2025. In essence, the increase in NI earlier this year means that the
proposed increase in dividend tax will not instigate any shift to a salary-based remuneration structure, simply because this
would expose business owners to NI costs which would be greater than the increase in tax on dividends. If we were of a cynical
mindset, we might wonder if the stepped increases in NI and dividend tax in successive years was a deliberate strategy by the
Government. Although our general view is that any change in remuneration structure is unlikely to worthwhile, there are
exceptions and we will continue to review each case individually and advise where appropriate.

5. Pensions

The Chancellor announced a restriction in tax relief for salary sacrifice schemes to take effect from 6 April 2029. Insofar as we
can tell, the proposed changes affect only formal employee schemes and not employer contributions that might be made by
business owners, although it is quite possible that further restrictions may follow in the future. For business owners, employer
pension contributions remain a highly effective tax planning tool. If you have not previously considered making pension
contributions, we recommend that you should do so.

The previously announced proposals to bring certain unused pensions into the charge to inheritance tax (IHT) on death will go
ahead from 6 April 2027. Ironically, under previous rules, this would whittle away the longer term advantage that pension
contributions present for company directors/shareholders but, given that business property relief for IHT purposes is also
substantially reducing, it is likely to have limited impact. As noted in the previous paragraph, pensions remain an effective
planning tool despite these changes.

6. Property

The Government has announced a new high value residential property charge, which will take effect from April 2028. The
charge will apply to all residential property valued at £2m or more in 2026 and will be collected annually by the relevant local
authority. It will be calculated in bands, starting at £2,500 for property valued between £2m - £2.5m and rising to £7,500 for
property valued at more than £5m.

Turning to commercial property, there remains much disagreement about the impact of changes to the rating system for
business premises from April 2026. The Government’s position is that the system will be fairer, particularly for retail and
hospitality, although there is much commentary to the contrary. Time will tell.

7. Other matters
E-invoicing

From April 2029, all businesses will be required to issue invoices using an electronic format. Although any detail on this
measure is sparse at the present time, it seems that the Government’s intention is for the change to apply initially to VAT
registered businesses, although we presume that non-VAT registered businesses caught by MTDIT (see section 8 below) will
also be affected.
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Self-assessment payment system

The Government has (very quietly) announced proposals to change the self-assessment payment system for any individuals
who are also in receipt of PAYE income, meaning that more tax will be paid “in year” via the PAYE system. The Government will
also be looking at ways to introduce “timelier” payments for those individuals who only have self-employment income. We
cannot in all honesty say that this move is unexpected given that Making Tax Digital is taking effect for a wide range of
taxpayers from April 2026 (see section 8 below) but, as always, the devil will be in the detail. We expect more information to be
released early next year and we will update you after the relevant announcements if we believe you will be affected.

Incorporation relief

The Government has announced a change to the way rollover relief is given on incorporation of a non-corporate business.
Given that it is now more common to start a business in a limited company, rather than convert to a company after
commencement, this change is probably going to be of limited interest. Ironically, the sector most likely to be affected by this
change is professional landlords considering the incorporation of their property businesses. Further details will be released in
due course, at which point we will advise any landlords that might be affected.

“Non-doms”

The Chancellor announced a scaling back of last year’s changes to proposed “non-dom” tax rules. It falls outside the scope of
this note to review the changes in any detail. Although many may regard the rules applied to non-doms as too lenient, it has
long been argued that non-doms have historically contributed to the UK economy and the well-publicised exodus over the past
year or so may have a detrimental effect on the UK as a whole.

Investment schemes

The Government is increasing the limits that apply to Enterprise Investment Schemes (EIS) and Venture Capital Trusts (VCT).
These changes will impact the companies that can use the schemes and also the maximum amount that can be invested.

Alongside these increases, the rate of income tax relief that is available for VCT investments will be reduced from 30% to 20%
to bring into line with the 20% relief available for EIS investments.

Home working tax relief

For the past decade, employees compelled to work from home have been able to claim homeworking relief if they have not
been reimbursed for the cost of working from home by their employer. This relief is now being abolished. The ability of
employers to reimburse staff on a tax-free basis for the cost of working from home is not affected.

Research & Development Tax Credits (R&D)

The regime for claiming R&D relief was tightened dramatically in 2023 following suspicions of extensive abuse. Unfortunately,
many companies that had a genuine entitlement to claim R&D relief were deterred from doing so either in fear that claims
would be unfairly rejected or over concerns at how complicated and costly the system had become. We are pleased to note
that the Government has announced that an advance clearance procedure will be introduced in July 2026. Unfortunately, the
service is only available in respect of projects with anticipated expenditure of more than £1bn, so unlikely to be something we
will expect to use any time soon!

Although it is encouraging that the Government are looking at this area, it is disappointing that small businesses have been
overlooked yet again.

Crypto assets

The reporting regime for UK platforms to collect information is being extended to all UK residents. We have previously stressed
the importance of full disclosure of crypto gains and income via self-assessment. This measure emphasises the need for care in
this area, both to ensure that future tax return disclosures are complete and, if there is any concern over past disclosures, to
remedy the position as quickly as possible.

For More Information
If you have any questions about the points raised, or would like to know more about anything covered, please contact us:
Tel - + 44 (0)1227 941945 | Email - info@acklandwebb.co.uk | Web - www.acklandwebb.co.uk
Faversham - Suite 1, First Floor, 3 Jubilee Way, Faversham, Kent ME13 8GD

Registered as auditors in the United Kingdom and regulated for a range of investment business activities by the Association of Chartered Certified Accountants.

Ackland Webb is the trading name of Ackland Webb Limited. Registered in England No. 07528293




Electric vehicle excise duty

The Government has announced its intention to introduce a new duty for electric (EV) and plug in hybrid (PHEV) vehicles,
calculated at 3p per mile for full electric and 1.5p per mile for PHEV. It is unclear at this stage how the Government envisage
this will be measured and collected; we have seen reports it will be linked to the MoT testing system but given that many such
vehicles will be under 3 years old, it is difficult to see that this system would be workable.

The duty will inevitably reduce the overall benefit of running an EV or PHEV. However, given that many incentives remain in
place, including preferential capital allowances and benefit in kind rates, we believe that they will remain the more cost
effective solution for many businesses. That said, it is extremely important, when considering the right vehicle, to take account
of all factors, including depreciation and lifestyle. We are always happy to run through the decision making process with you,
noting that it is always helpful to have specific vehicles on which to make any comparison.

Tax evasion

New measures will be introduced to fight tax evasion, including a new dedicated HMRC small business evasion and
enforcement team.

In future, HMRC will be offering rewards of up to 30% of any additional tax collected for frauds, although only for those
exceeding £1.5m and only where informants provide high value information. Whilst this is a gradual move towards the US
system, there remain significant differences between the two countries’ approaches.

Employee Ownership Trusts (EOTs)

From budget day, the CGT free gain arising on qualifying disposals of shares to EOTs will reduce from 100% to 50%. As neither
Business Asset Disposal Relief (BADR) nor Investors’ Relief (IR) may be claimed on an EOT transaction, this will give rise to an
effective rate of CGT in future of 12%, increased from 0%. By comparison, a disposal of shares after 6 April 2026 in a business
qualifying for BADR will be exposed to 18% CGT on the first £1m of gain and 24% on the remainder. An EOT therefore remains
an effective exit solution for business owners, although it can be relatively costly and is dependent on the size and value of the
company.

IHT on business assets

Although the change in IHT exemption for farmers has received much attention, it is less well known that a similar change is
being introduced for business owners. From 6 April 2026, Business Property Relief (BPR) on qualifying business assets is being
changed so that the first £1m remains eligible for 100% relief but relief on the remainder is reduced to 50%. This means that
many qualifying business assets will no longer be wholly exempt from IHT on death. On a slightly more positive note, a last
minute change to the Budget announcement will enable any unused part of the £1m allowance to be transferred to a surviving
spouse or civil partner.

Readers are reminded that IHT is charged on the aggregate market value of all chargeable interests in assets held on death
exceeding the Nil Rate Band of £325,000 and, where relevant, the additional £175,000 available for the Resident Nil Rate Band.
This means that any part of an estate in excess of £500,000 that does not pass to a surviving spouse will give rise to IHT at 40%,
a rate which has remained unchanged for some years. In simple terms this means that for many couples, IHT will only become
payable when the value of jointly held assets exceeds £1m.

In our experience, the impact of IHT is often underestimated, particularly for individuals living in London or Southeast England
where property can play a significant part in estate values. It is worth noting that the cost of IHT rises sharply once estate
values exceed £500,000 per spouse. We tend to underestimate the total value of all of the assets we own and to follow the
natural human instinct to avoid contemplating matters related to death. If you have children or others you would like to
benefit, it is essential to have a will in place and for that will to be effective for tax purposes.

It is worth noting that individuals can gift up to £3,000 per year for IHT purposes. This can be split between recipients or used
for a single gift each tax year. Any unused allowance from the previous year can be carried forward and used in the following
year. Although this may sound like a small action, if utilised, it can have a significant impact over time. Note that this allowance
differs from the more commonly used “potentially exempt transfer” which has no limit, but which carries with it the seven year
rule in which larger gifts benefit from IHT exemption on a tapered basis over the seven years following the gift. Both routes can
be effective but there are certain rules and restrictions which apply in either case. If you are considering making tax effective
gifts, be certain that you fully understand the rules and what is expected of you.

For More Information
If you have any questions about the points raised, or would like to know more about anything covered, please contact us:
Tel - + 44 (0)1227 941945 | Email - info@acklandwebb.co.uk | Web - www.acklandwebb.co.uk
Faversham - Suite 1, First Floor, 3 Jubilee Way, Faversham, Kent ME13 8GD

Registered as auditors in the United Kingdom and regulated for a range of investment business activities by the Association of Chartered Certified Accountants.
Ackland Webb is the trading name of Ackland Webb Limited. Registered in England No. 07528293




ISAs

The ISA allowance is being reduced from £20,000 to £12,000 from April 2027. In spite of this reduction, ISAs and Lifetime ISAs
still represent good opportunities to invest tax paid funds and to shelter investment income from tax, particularly given that the
rate of tax on interest income is increasing by 2% from April 2026.

HMRC Post

Alongside the Budget, HMRC has announced that it will stop using the postal service for notifications and communications from
March 2026, instead relying on the on-line gateway account and email alerts. Whilst many of you will regard the end of the
brown envelopes in your letterbox as a good thing, we know that the concept of a personal gateway account has not fully
reached the public consciousness and, for some sectors of the population, a move away from traditional post will not be
welcome. In future, even though we will continue to receive notifications and will pass these to you, it will be even more
important that ever to ensure that you have registered with HMRC for a personal gateway account. If in doubt, Google
“personal tax account” or go to www.gov.uk/personal-tax-account.

8. Reminders
Tax reporting for self-employed and landlords

From April 2026, all non-VAT registered sole traders and all non-company landlords with gross income in aggregate of more
than £50,000 per annum will be required to maintain records in a digital form and to submit details of gross income to HMRC
on a quarterly basis. The thresholds are reducing for April 2027 and 2028, to £30,000 and £20,000 respectively.

We have previously highlighted concern on the impact for small sole traders and private landlords who own a small number of
rental properties. We have been working with existing clients to ensure that they will be ready for the changes by presenting
different options for dealing with the new rules. If you have not yet begun preparations for the changes taking effect in April
next year, you should do so without further delay.

Note that the changes do not affect companies or partnerships.
Income and mortgages

If you are self-employed or operate through your own company, please remember that a fundamental principle of tax planning
is to reduce your taxable income as much as possible. If you think there is any possibility that you will need to remortgage for
whatever reason in the next few years, please make sure to mention it to us so that we can find the best compromise for you.

CGT on residential property

Just a very quick reminder that any sale of residential property needs to be reported to HMRC within 60 days of completion and
any CGT liability paid within the same period. The system has now bedded in and most individuals are aware of the rules, so
compliance should not prove difficult. If you are selling a residential property, make sure you have records ready and ensure
you receive details of costs of sale and net proceeds without delay.

Please remember that HMRC now monitor title changes registered with Land Registry. Failure to report a disposal is likely to
result in a “nudge” letter from HMRC.

Double cab pickups

A reminder that from 2029, these vehicles will be reclassified as cars for tax purposes, an important change from the historic
classification as commercial vehicles. The relevance of this is that it will trigger a change in the way these vehicles are taxed,
leading to a significant increase in taxable benefit for the user and an increase in personal tax liability.

The construction industry is likely to be the sector most affected by this change, but we know that construction trade and
industry publications have been heavily trailing the changes for several years. Our experience is that the sector is extremely
well informed and generally preparations are well underway ahead of 2029.
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Online selling and other forms of trading income

As we have noted in previous commentaries, HMRC now receive reports from Ebay and other online platforms where an
individual seller generates more than £1,500 of revenue or exceeds 15 transactions per calendar year. Clearly, such activity
does not necessarily indicate the existence of a trading business but may simply be the result of a change in lifestyle or a
rotating wardrobe. The general issue of whether an activity is a business or a hobby is a very important one and something
which is beyond the scope of this note. However, we would recommend that anyone who is an active online seller should keep
records of all sales and, where there is any possibility that activities could be regarded as a business, we recommend a review
and, where appropriate, registration as a sole trader under self-assessment. Please remember that there may be an obligation
to report activity to HMRC even if it does not necessarily lead to a tax liability and in some cases, it may even be that there are
losses which can be offset against other income. A similar position exists in relation to Air BNB income.

Hidden or unexpected interest

You may be aware that there have been some well publicised compensation actions over the past decade. PPl is a well-known
example; car finance commission is a more recent one which is currently ongoing. Such claims often include an element of
statutory interest; whilst the compensation itself is not taxable income, the interest added to that compensation is taxable and
should be declared as such to HMRC remembering, of course, that the first £1,000 of total interest received in a tax year is tax-
free. A certificate of interest is usually supplied as part of any settlement documentation issued to the claimant but is invariably
lost in the volume of paperwork or in the excitement (or relief) that comes with settlement. Please remember to keep any
paperwork relating to taxable income where it can be easily retrieved for tax purposes.
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