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United Kingdom: Tax changes 
announced in Autumn Statement 

December 5, 2013 

In brief 

On December 5, 2013, the Chancellor George Osborne announced a series of changes to the UK tax 

legislation that will be of interest to employers of expatriate employees.  The changes include measures 

that will impact dual contract arrangements, changes to capital gains tax on residential properties, and 

anti-avoidance measures that may impact offshore intermediary employment structures and the taxation 

of members of limited liability partnerships.  More details are expected but employers and individuals 

should be aware of the potentially harsh impact of these changes.      

 

In detail 

Dual contract arrangements 

According to the 
announcement, legislation will 
be introduced in Finance Bill 
2014 to prevent a small number 
of high earning non UK 
domiciled individuals avoid tax 
by artificially dividing the duties 
of one employment between 
employment contracts in the UK 
and overseas.  Typically these 
arrangements are used for 
senior executives in the financial 
services sector. 

The predicted tax revenue 
recovery is relatively modest 
and it may be that the new 
legislation will be targeted 
against extreme examples where 
an existing employment has 
been divided into two, or where 
there is little or no commercial 
underpinning to the dual 
employment arrangements.  As 
part of their approach, HM 

Revenue and Customs (HMRC) 
may assess which employer 
ultimately gains the economic 
benefit of the individual's work. 

Offshore employment 

intermediaries 

As expected, provisions to 
ensure that employment tax and 
national insurance 
contributions (NIC) are paid in 
relation to the use of workers 
engaged by UK businesses via a 
number of intermediaries in a 
chain were confirmed and will 
apply from April 6, 2014. It is 
likely that the liability will 
attach to the intermediary 
which is closest in the chain to 
the business which uses the 
worker, normally the 
intermediary with which the 
business contracts.  

Until now the use of offshore 
agency structures has resulted 
in no employment tax and NIC 
being paid in relation to 

situations described by HMRC 
as employment disguised as 
self-employment.  The area of 
offshore employment 
intermediaries was the subject 
of an HMRC consultation in 
May 2013 and a response issued 
in October 2013 which outlined 
the approach that would be 
taken.  

Tax simplification for 

expenses and benefits 

The Chancellor announced that 
HMRC will implement nine 
‘quick wins’ relating to 
simplifying the taxation of 
expenses and benefits as 
recommended in the Office of 
Tax Simplification (OTS) 
interim report dated August 
2013. The OTS report covered 
areas such as tax administration 
and reporting, improved HMRC 
guidance and record keeping. 

Implementation will take place 
before the end of January 2014.
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We are likely to find out more about 
the nine quick wins on December 6, 
2013.   

Capital gains tax changes for 

individuals 

Capital gains tax will be due from 
April 2015 when non-UK residents sell 
UK residential property.  In addition, 
the exemption from capital gains tax 
for the last three years of ownership of 
a taxpayer's principal private 
residence will be reduced to 18 
months from April 2014. This second 
change is relevant for all individuals 
regardless of their employment status.  

Employers of internationally mobile 
employees will want to be aware of the 
types of expats who may in future 
have a UK capital gains tax liability 
when they sell UK property. The 
changes are likely to affect two 
populations.  The first is a relatively 
small number of long term non-UK 
residents who dispose of their former 
homes and have ceased employment. 
They may still have their tax free 
capital gains allowance and relief for 
periods of overseas employment, but 

there may be a residual UK capital 
gains tax liability to pay.   

The second affected population are 
non-resident owners of UK residential 
property who have never occupied the 
properties as their main residence, 
e.g., those with property investments 
and holiday home owners. 

Partnership changes 

The Chancellor also announced 
changes to the tax treatment of 
partnerships. These follow from the 
consultation document issued in May 
2013.  

Disguised employment 

From April 2014 ‘salaried members’ of 
limited liability partnerships (LLPs) 
will be treated as employees for Pay 
As You Earn and NIC purposes. 
Where an LLP does have a salaried 
member, it will increase employer’s 
NIC and so reduce the profits 
available for the remaining partners. 
The tests for deciding whether 
someone is a salaried member will be 
published on December 10, 2013. It is 

expected to raise £125m in the first 
year so it is likely to affect many firms. 

Mixed partnerships and profit 
allocation 

Where a partnership has individual 
and non-individual partners (e.g., a 
company) then the profits allocated to 
the company can be taxed on the 
individual partners if they have the 
‘power to enjoy’ those profits or where 
they are part of a profit deferral 
arrangement. Alternative Investment 
Fund Managers (AIFM), who may be 
required to defer profits by the 
Financial Conduct Authority, will be 
subject to a special tax regime. 

The takeaway 

Overall, these changes will be felt by a 
relatively discrete number of 
individual taxpayers and employers 
but the impact could be quite severe 
for those affected.  For many, the true 
impact will only be assessable once 
legislation is published early in 2014.  
Employers who are potentially 
impacted should continue to pay 
attention as further information 
becomes available.  

 

 

 

Let’s talk   

For a deeper discussion of how these issues might affect your business, please contact your usual PwC UK contact or 

alternatively the following representatives from PwC UK: 

International Assignment Services  

Ben Wilkins 

+44 20 7212 4096 

ben.wilkins@uk.pwc.com   

Iain McCluskey 

+44 20 7804 8614 

iain.a.mccluskey@uk.pwc.com 

Sean Drury 

+44 20 7212 5552 

sean.drury@uk.pwc.com  
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