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The Chancellor delivered the first Budget of the new government

this afternoon. We have set out below a summary of the main tax
announcements, based on the information which has been released so far.
In many cases, only limited information has been given at this stage. If you
wish to discuss any of the following, please contact me or your usual Weil
contact and we would be happy to assist.

Carried Interest

= Carried Interest: changes to the taxation of carried interest received
by individual members of a fund manager team have been made,
effective today. Under the new regime all carried interest returns will be
taxed as capital gains (previously carried interest was commonly taxed
at the tax rate, and on the tax principles, appropriate to the nature
of the underlying profits going to pay the carried interest). However,
the “deductions” available in determining the gain which is subject to
tax are to be limited to, in broad terms, amounts actually paid for the
carry by the relevant individual (such amounts are usually de-minimis)
whereas previously the partnership structures used by fund managers
enabled them to access what was known as “base cost shift” such that
the amount taxable as a gain was less than the actual economic gain.

= Further consultation on carried interest: the government is now
consulting on changes to the (new — see above) rules relating to carried
interest. The proposal being consulted on would treat all performance
based awards received by an individual investment manager as
taxable, at income tax rates, with managers who manage funds that
conduct transactions that are “investment” in nature eligible for capital
gains rather than income tax treatment. Any changes arising as a
result of this consultation are unlikely to affect the taxation of carry
received by managers of traditional private equity, infrastructure or
core real estate funds. Instead, the proposals appear to be aimed at
managers of hedge funds and “short term” debt funds. It is unclear
at present whether the proposals would result in additional tax on
carry being payable by managers of non-core (i.e. value add and
opportunistic) real estate funds.

Business tax

= Corporation tax rate: the main rate of corporation tax will be reduced
to 19% from 1 April 2017 and further reduced to 18% from 1 April 2020.
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Bank Levy: the Budget sets a long-term
roadmap for the taxation of banks, involving
three steps:

= the introduction of a new tax on banking
sector profit from 1 January 2016, at a
permanent rate of 8% (the “Bank Tax
Surcharge”);

= a phased reduction of the bank levy rate,
from the existing rate of 0.21% to 0.18%
from January 2016, 0.17% from January
2017, 0.16% from January 2018, 0.15% from
January 2019, 0.14% from January 2020 and
0.10% from January 2021; and

= achange in the bank levy’s scope
from 1 January 2021, meaning that UK
headquartered banks will be levied on their
UK balance sheet liabilities only.

Under the Bank Tax Surcharge, taxable profits will

be calculated on the same basis as for corporation
tax, but with some reliefs (e.g. losses arising before
1 January 2016) added back.

Corporation tax payment date: companies with
annual taxable profits of £20 million or more will,
for accounting periods beginning on or after

1 April 2017, be required to pay corporation tax
in quarterly instalments in the third, sixth, ninth
and twelfth months of their accounting period;
this effectively brings forward payment dates

by four months. Where companies are part of a
group, the £20 million threshold will, as it applies
to each company, be divided by the number of
companies in the group.

Controlled foreign companies and loss
restriction: from today, the government will
restrict the availability of loss relief under the
controlled foreign companies (CFC) regime.

In broad terms, the CFC regime imposes a tax
charge on a UK parent company where profits
of the CFC can be attributed to it in accordance
with the applicable legislation. The government
will introduce new rules that prevent UK
companies from reducing or eliminating such a
CFC charge by offsetting UK losses.
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Insurance premium tax rate: the standard rate of
insurance premium tax will increase from 6% to
9.5% from 1 November 2015 followed by a four
month concessionary period.

Personal tax

= Income tax thresholds: the income tax
personal allowance will increase to £11,000
from April 2016 with a further increase to £11,200
from April 2017, the basic rate threshold
will increase to £32,000 from April 2016 with
a further increase to £32,400 from April 2017
and the higher rate threshold will increase to
£43,000 from April 2016 with a further increase
to £43,600 from April 2017.

= Dividend tax: from April 2016, the dividend tax
credit will be replaced by a new tax-free dividend
allowance of £5,000 a year (which is in addition
to the tax-free personal allowance — see above).
Effective dividend tax rates (i.e. in respect of any
amount which exceeds the £5,000 allowance)
will also be increased, from 0% to 7.5% for basic
rate taxpayers, from 25% to 32.5% for higher
rate taxpayers and from 30.56% to 38.1% for
additional rate taxpayers.

= Pensions — tapered annual allowance for
top earners: individuals with incomes above
£150,000 (including pension contributions) will
have their annual allowance for tax relieved
pension contributions (currently £40,000)
tapered to as low as £10,000 per tax year from
6 April 2016. The rate of reduction is £1 for
every £2 by which income (including pension
contributions) exceeds the £150,000 threshold,
such that individuals with an income of £210,000
or more will have an annual allowance of only
£10,000. To ensure the measure is focussed on
the higher rate and additional rate taxpayers,
those with income (excluding pension
contributions) below £110,000 will not be subject
to this tapered annual allowance.

= UK non-domiciles (“non-doms”): anyone
resident in the UK for more than 15 of the last
20 tax years will be deemed to be domiciled in
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the UK for all tax purposes and as such will be And finally, there was some bad news for private
subject to (i) inheritance tax on their worldwide landlords today:

assets and (ii) tax on their worldwide income
and capital gains, and unable to claim

the remittance basis of taxation. Further,
individuals born in the UK to parents domiciled
in the UK, and who have gained a foreign
domicile under general law, will no longer be
eligible to claim non-dom status whilst resident
in the UK. Non-doms will also no longer

be able to shelter UK residential properties
from inheritance tax by holding them through
offshore structures. These changes will take

= Tax deductions on mortgage interest expense
incurred by individual landlords of residential
property will be restricted to the basic 20% rate
of income tax. Currently, landlords are able to
claim tax relief for their interest payments at the
rate of income tax they pay (e.g., additional-
rate taxpayers are currently able to get 45% tax
relief on the mortgage interest they are paying).
This restriction will be phased in over four years,
starting from April 2017.

effect from 6 April 2017. = From April 2016, the automatic 10% “wear
and tear” allowance against rental income will
Litigation be abolished, and residential landlords will

instead only be able to deduct the actual cost of

= Court judgment interest rate: legislation will be . -
replacing furnishings.

introduced in the upcoming Finance Bill 2015 to
disapply the current 8% interest rate on judgment
debts (including pre-existing judgments) relating
to a taxation matter, and instead apply the late
payment interest rate (currently 3%) where
HMRC is the creditor, and the Bank of England
base rate plus 2% where HMRC is the debtor.

*kkkk

DISCLAIMER

The above summary (the “Summary”) is intended only as a general guide to some (and not all) of the proposals contained within
the UK Government’s July 2015 Budget (the “Budget”). The Summary does not purport to be a complete analysis of any such
proposals or any other aspect of the Budget, any of which may be subject to alteration, possibly with retrospective effect. The
Summary is not to be used or relied upon by, nor is any responsibility accepted towards, any party which receives it, whether such
party receives the Summary directly from an officer, employee or partner of Weil, Gotshal & Manges (“Weil”), or through a third
party. Weil does not accept any responsibility to any party to whom the Summary may be shown, or who may acquire a copy.

If you have questions concerning the contents of this issue, or would like more information about Weil's Tax practice group, please
speak to your regular contact at Weil, or to:

David Irvine (London) View Bio david.irvine@weil.com +44 20 7903 1251
Oliver Walker (London) View Bio oliver.walker@weil.com +44 20 7903 1522

©2015-2018 Weil, Gotshal & Manges (London) LLP (“Weil London”), 110 Fetter Lane, London, EC4A 1AY, +44 20 7903 1000,
www.weil.com. All rights reserved. Weil London is a limited liability partnership of solicitors, registered foreign lawyers and exempt
European lawyers authorised and regulated by the Solicitors Regulation Authority (“SRA”) with registration number 623206. A list of
the names and professional qualifications of the partners is available for inspection at the above address. We use the word ‘Partner’
to refer to a member of Weil London or an employee or consultant with equivalent standing and qualification. The information in this
publication does not constitute the legal or other professional advice of Weil London. The views expressed in this publication reflect
those of the authors and are not necessarily the views of Weil London or of its clients.

Weil London currently holds your contact details, which we use to send you information about events, publications and services
provided by Weil London that may be of interest to you. We only use your details for marketing and other internal administration
purposes. If you would prefer not to receive publications or mailings from us, if your contact details are incorrect or if you would like
to add a colleague to our mailing list, please log on to https://www.weil.com/subscription, or send an email to contact@weil.com
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