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On 11 March, the new Chancellor of the Exchequer, Rishi Sunak, delivered the 
first Budget of the new Parliament against a backdrop of rising global economic 
uncertainty and a dramatically shifting economic landscape. 

A considerable amount of the speech focused on the COVID-19 outbreak and 
the measures that will be introduced to help individuals and businesses in the 
short term. Significant fiscal measures were also announced, meaning that 
investment in public infrastructure will rise to its highest level since the 1950s.  

The Finance Bill is expected to be published on March 19, 2020. For the 
avoidance of doubt, none of the new measures outlined below has yet been 
enacted and based on previous Budgets we would expect enactment to occur in 
the summer of 2020. However, differences are expected to arise between IFRS 
and US GAAP, flowing from the decisions announced around the corporation tax 
rate (discussed further below). 

This bulletin sets out the key measures for Japanese owned groups. For 
detailed coverage and comment on the UK Budget 2020, visit Deloitte’s 
dedicated website at www.ukbudget.com.  

 

2.1 Corporation tax rate 

As the law currently stands the rate of corporation tax would have fallen to 
17% from April 1, 2020. However, as pledged by the Conservative Party during 
the recent general election campaign, the government has announced that the 
UK corporation tax rate will remain unchanged at 19%. Legislation will 
therefore be introduced to bring this into effect. 

For UK GAAP and IFRS purposes, deferred tax should be recognised on the 
basis of corporation tax rates that have been substantively enacted; 
substantive enactment is expected to occur imminently. For US GAAP, deferred 
tax should be recognised on the basis of the rate that has been enacted. 
Enactment will not take place until the Finance Bill receives Royal Assent, which 
is not expected to take place until the summer. 

As a reminder, the new Quarterly Instalment Payments (QIPs) regime for very 
large companies applies to accounting periods beginning on or after April 1, 
2019. Companies and groups that fall within the regime are required to make 
QIPs in months 3, 6, 9 and 12 of their accounting period.  

2.2 Digital Services Tax 

The Chancellor confirmed that the UK’s Digital Services Tax (DST) will be 
implemented and will apply from April 1, 2020. The tax will be charged at a rate 
of 2% on gross revenues from in-scope activities provided to UK users and will 
apply to search engines, social media platforms and online marketplaces, 
together with associated online advertising. 
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The charge to UK DST will apply to a group where two threshold conditions are 
met: the group needs to generate more than £500m of global revenues from 
in-scope activities and more than £25m of revenues from in-scope activities 
linked to the participation of UK users. 

On 11 March, a policy paper published by HMRC indicates that there has been a 
clarification to the definition of a UK user that will be relevant for online 
marketplaces supplying accommodation. When the transaction involves 
accommodation, land or buildings not in the UK, revenue from that transaction 
will only be treated as derived from UK users if the consumer of the relevant 
service is a UK user.  

Consideration is still being given as to whether UK DST will apply to 
marketplace delivery fees.  

The government also reiterated its commitment to developing an internationally 
agreed solution, via the OECD Inclusive Framework and G20, to the tax 
challenges presented by the digitalised economy and has reconfirmed that it 
will repeal DST once an appropriate global solution is in place.   

2.3 Changes to the Intangible Fixed Asset regime 

The government has announced a significant change to the regime for the 
taxation of Intangible Fixed Assets acquired from related parties. Prior to this 
change the regime was split between assets created or acquired prior to- and 
post-April 1, 2002. Assets created or acquired post-April 1, 2002 typically gave 
rise to a tax deduction for amortisation in line with the accounting amortisation, 
or a fixed rate 4% writing down allowance. However, Intangible Fixed Assets 
created or acquired prior to that date could not. 

This change amends the rules which had prevented companies obtaining relief 
for IP rights created prior to April 2002 when they were transferred between 
related parties. This change applies for Intangible Fixed Assets acquired from 
related parties after July 1, 2020. 

2.4 R&D tax credits 

The Research and Development Expenditure Credit (RDEC) for large companies 
will become more generous, as the Chancellor has announced an increase in 
the rate of the credit from 12% to 13%. This increase applies to expenditure 
incurred on or after April 1, 2020, and for companies making RDEC claims will 
more than offset the fact that the corporation tax rate is remaining at 19%. 

RDEC is a standalone credit that is bought into account above the line, as a 
taxable receipt in calculating trading profits. The change will therefore increase 
the after tax-benefit of RDEC claims from 9.72% to 10.53%. This increase in 
the RDEC rate is part of the government’s continued support for investment in 
innovation and technology in the UK. 

A consultation has also been announced on whether expenditure on data and 
cloud computing costs should qualify for R&D tax credits. 
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2.5 Hybrid mismatch arrangements – new consultation 

No changes were announced to the UK’s hybrid mismatch rules, which came 
into effect on January 1, 2017. However, the government will undertake a 
consultation on the application of the hybrid mismatch rules to ensure that they 
work proportionately and as intended. More information is expected to be 
released shortly.  

2.6 Changes to the loss relief rules 

In the previous Budget changes were announced to the way in which relief will 
be given for capital losses, bringing this into line with the regime introduced for 
income losses in 2017. In the Budget the Chancellor confirmed that these rules 
will take effect from April 1, 2020, from which time companies with chargeable 
gains exceeding £5m will only be able to shelter 50% of the excess with capital 
losses, with the remainder giving rise to cash tax.   

2.7 Taxation of non-resident landlords 

The government will introduce a 2% Stamp Duty Land Tax surcharge on non-
UK resident companies (and individuals) purchasing residential property in 
England and Northern Ireland from April 1, 2021.  

This represents part of a broader suite of measures introduced in Finance Act 
2019 to bring non-UK resident companies which carry on a residential or non-
residential UK property business within the scope of corporation tax from April 
6, 2020. Non-resident landlords have previously been taxed under the income 
tax regime.  

Capital gains realised by non-UK resident companies became chargeable to 
corporation tax from April 6, 2019. 

 

3.1 Structures and buildings allowance 

The Chancellor has announced an increase in the rate of relief for Structures 
and Buildings Allowances (SBAs), from 2% to 3%. SBAs apply to qualifying 
expenditure on non-residential structures and buildings incurred on or after 
October 29, 2018. 

The increase in the rate will reduce the time it takes to relieve qualifying 
expenditure from 50 years to 33 and 1/3 years. The 3% rate will apply for 
companies from April 1, 2020 and will apply both to newly acquired assets and 
assets already benefiting from SBAs.  

3.2  Enhanced capital allowances in Enterprise Zones 

Measures have been announced to incentivise companies investing in plant and 
machinery for use in designated areas within Enterprise Zones. As a result 

3 Capital allowances
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expenditure on qualifying additions incurred in all designated areas will receive 
a 100% First Year Allowance until at least March 31, 2021. 

 

The Chancellor announced a number of measures to tackle tax avoidance, 
evasion and other forms of non-compliance that are projected to raise an 
additional £4.7 billion between now and fiscal year 2024/25. Beyond a number 
of measures that tackle some very specific forms of tax evasion, the following 
measures have been announced that will have a broader application: 

 Large business notification – From April 2021, large businesses will be 
required to notify HMRC when they take an uncertain legal position which 
HMRC is likely to challenge. This policy will draw on international accounting 
standards which many large businesses already follow. The government will 
consult shortly on the detail of the notification process. 
 

 Tax conditionality – The government will publish a discussion document 
seeking views on the application of tax conditionality. Tax conditionality 
refers to the principle whereby businesses are only granted access to 
government awards and authorisations (such as approvals, licences, grants) 
if they are able to demonstrate good tax compliance. 
 

 General Anti-Abuse Rule – Measures are set to be introduced to tackle a 
small minority of taxpayers who deliberately avoid providing information in 
order to frustrate HMRC’s ability to pursue enquiries into abusive tax 
arrangements under the GAAR. 
 

 HMRC Promoter Strategy – HMRC will publish a new ambitious strategy 
for tackling promoters of tax avoidance schemes. This will outline the range 
of policy, operational and communications interventions to stop the spread 
of marketed tax avoidance and deter taxpayers from taking up schemes 
that are seen as abusive.    

The above measures are being introduced in addition to obligations requiring 
taxpayers and/or their advisors to disclose reportable cross-border 
arrangements to HMRC under EU Directive 2018/822 (commonly known as 
DAC6), the first reports for which need to be filed in the summer. 

5.1 Surcharge on banking companies for transferred in losses 

Several years ago the government introduced a surcharge on banking 
companies, under which their profits are subject to a surcharge of 8%, payable 
in addition to corporation tax. Surcharge profits are calculated on the same 
basis as corporation tax, with some reliefs denied.  One of the denied reliefs 
had been to disregard the effect of elections to transfer allowable losses from a 
non-banking company to a bank where they are used to reduce future 

4 Avoidance, evasion and non-compliance 
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chargeable gains. However, until now companies could elect to transfer 
allowable losses to reduce in-year chargeable gains. Going forward such 
elections will be disregarded, therefore increasing the amount subject to the 
surcharge. This change comes into force immediately. 

 

Legislation will be introduced to tax the production and importation of plastic 
packaging from April 2022.  Imported plastic packaging will be liable to the tax, 
whether the packaging is unfilled or filled. This tax is expected to apply to 
plastic packaging that does not contain at least 30% recycled plastic and is 
subject to a consultation that will be launched in the coming months.  

Other indirect tax changes are unlikely to have broad application for most non-
UK owned businesses. 
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