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Introduction
Today, the Chancellor of the Exchequer
Alistair Darling delivered his Pre-Budget
Report to the House of Commons. As ever, his
predecessor Gordon Brown, now Prime
Minister, looked on with a watchful eye. This
publication focuses only on the main taxation
provisions in the Pre-Budget Report.

What is the Pre-
Budget Report?
A Pre-Budget Report (PBR) is delivered by the
Chancellor to the House of Commons in the
autumn. It provides a progress report on what
has been achieved so far, gives an update of the
state of the economy and public finances, and
sets out the direction of Government policy in
the run up to the spring Budget.

The Prime Minister, Gordon Brown, introduced
the idea of a Pre-Budget Report (PBR) in his
first year as Chancellor in 1997. Launching the
first PBR on 26 November 1997, he said that
its aim was to "help build the foundations of
shared understanding and a sense of national
economic purpose between Government,
business, and individuals". The Treasury is
legally bound to present two economic
forecasts per year. Between 1993 and the 1997
election, this was done in the Budget which
was held in November and the Summer
Economic Forecast (late June/early July).

Predictions
Today, the BBC predicted that a tax on
bankers' bonuses is expected to form the
centerpiece of Alistair Darling's Pre-Budget
Report - the last before the general election. It
predicted a 50% tax on banker’s bonuses and
more help for the young unemployed. It
predicted a household boiler scrappage scheme
to be introduced and expected a 1p rise in
corporation tax for small firms to be scrapped.
The BBC also said that there would be tax
rebates for electric cars and wind turbines and
possible VAT or National Insurance increases.

Economists expect Mr Darling to revise
upwards his forecast for borrowing this year
from the £175bn predicted in April's Budget.

Accountancy and financial services group
Smith & Williamson said “It’s clear the
government must raise more tax to start to
repay the exceptional borrowings resulting

from the economic crisis.” It predicted a new
50% top rate of income tax on taxable
incomes exceeding £150,000 a year from 6
April 2010 while personal allowances will be
withdrawn from individuals earning more
than £100,000 a year.

Deloitte’s expected that the Chancellor
would be focussed on two themes: the
recession, with its impact on the economy,
tax receipts and public borrowing, and the
General Election in 2010.

On the property front, BDO Stoy Hayward
predicted an extension of the Stamp Duty
holiday for residential property beyond 31
December 2009 to support the tentative
recovery of the residential property market.

Grant Thornton said it believes the Stamp
Duty Land Tax threshold should be increased
to £200,000 and the Government should
consider providing tax relief on mortgage
payments to help First Time Buyers get on
the property ladder. They would like to see a
review of the current SDLT thresholds with a
more sensible banding system.

What the Chancellor
actually said
A quick round-up:
National insurance to rise by 0.5%. One-off
50% tax on bankers' bonuses of £25,000 or
more. Economy predicted to shrink by 4.75%
this year. Public borrowing for 2009 to be
£178bn. VAT to revert to 17.5% on
1 January 2010. Bingo duty to fall from 22%
to 20% in April. The 1p rise in corporation
tax to be postponed. Basic state pension to
rise by 2.5% next year. Tax breaks for people
with electric cars or their own wind turbines.
Scrappage scheme for old boilers.
Inheritance tax threshold stays the same.

BBC News summarised the main points from
Chancellor Alistair Darling’s pre-Budget
Report as follows:

 Mr Darling said he is confident that
growth will return this quarter, but recent
problems in Dubai show just how fragile
economies around the world still are.

 The chancellor confirmed that VAT is
going back up on 1 January to 17.5%,
but said he has no other announcements
on VAT. This may surprise some
commentators who had suspected it
could go up further in the not too distant

Summary
This publication
summarises the main
proposals announced by
the Chancellor on 9
December 2009. The
information is derived
from the many press
releases issued by
Government
departments
immediately after the
Chancellor delivered his
speech. Given the
timescales involved in
producing this
publication only hours
after the press releases
became available, this is
only a summary and is
based on the press
releases resourced by us
on the day. Accordingly,
there may be some
proposals that are not
covered here.

Origins of the
Budget
Source: HM Treasury

The origins of the
Exchequer go back to the
Norman period. The
Norman system was
based on two
departments to deal with
finance: the first, the
Treasury, received and
paid out money on
behalf of the monarch;
the second, the
Exchequer, had a 'lower
office' connected with
the Treasury which
received money, and it
had an 'upper office', a
court of law concerned
with regulating the
King’s accounts. The
word 'exchequer' comes
from the Latin
'scaccarium' meaning a
chessboard. The name
was given to the court
because counters were
moved on a square
table. The word 'budget'
comes from an old
French word 'bougette'
which means little bag.
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future.

 1p rise in corporation tax is being
postponed.

 "No government can prevent every job
loss," Mr Darling said, but he insisted that
Labour's record is better than that of
governments in many other countries. A
short spell out of work is not turning into
a lifetime on benefits - as under previous
Tory administrations, he adds.

 The education or training guarantee for
16 and 17-year-olds is to be extended for
a further year. Anyone under 24 will also
be guaranteed training or employment
after six months out of work.

 Mr Darling confirmed that the basic state
pension will rise by 2.5% in 2010.

 As expected, the chancellor confirmed
that the UK economy will shrink by
4.75% this year, but predicts it will grow
by between 1% and 1.5% during 2010.

 Growth of 1-1.5% expected in 2010 and
3.5% in 2011 and 2012.

 The 2009 borrowing forecast has been
raised by £3bn to £178bn.

 Borrowing is estimated at £176bn in 2010
and £140bn in 2011, falling to £96bn in
2013.

 The Budget deficit is to be halved by
2013.

 Mr Darling said the estimated public loss
from bank bailouts has been reduced
from £50bn to £10bn

 The total government spending in 2010-
11 is to rise by £31bn and there will be
no spending review for an defined period
after that.

 The Chancellor said that current spending
was estimated to fall by 0.8% between
2011-12 and 2014-15.

 Mr Darling said his timetable for cutting
the budget deficit by half over four years
is "sensible", but admits that this year's
borrowing will be higher than expected -
£178bn rather than £175bn. It will also
be £3bn higher in 2010/11 than
previously forecast.

 The boiler scrappage scheme is
confirmed, as well as an extra £200m
from April to help 75,000 more homes
improve their energy efficiency. There will
also be tax breaks for people with their
own wind turbines or electric cars.

 There will be financial support for 10,000
low-income undergraduates to help them
carry out internships in professions and

give their career prospects a boost.

 The inheritance tax threshold will not be
raised from £325,000 to £350,000 as
planned. The chancellor said it is simply
not a priority right now.

 Mr Darling said over half of the additional
revenue raised from bonuses and
inheritances will be paid by the top 2% of
earners.

 The chancellor said there will be £5bn of
savings from scaling back spending
programmes, such as cutting back on
major IT projects, reforming legal aid and
outsourcing prison management.

 All employer, employee and self-
employed rates of National Insurance will
rise by a further 0.5% from April 2011,
but those who earn £20,000 or less will
be protected from the increase.

 Bankers' bonuses over £25,000 will be
subject to a one-off 50% tax. The
individual will not pay, their employer will
- all bonuses over £25,000 will be pooled
and then taxed en masse. Therefore, the
chancellor says, banks can use their
profits to build up their capital base, or, if
they use it for bonuses, they will have to
give a large sum back to the taxpayer.

 The chancellor said he will cut to 10p the
corporation tax on profits from companies
promoting research and development.

 Mr Darling cuts Bingo duty from 22% to
20%

 Stamp duty holiday on certain properties
is to end on 1 January 2010.

 Contributions to public sector pensions to
be cut by £1bn a year.

 Mr Darling said all public sector pay
settlements will be capped at 1% for two
years from 2011.

 Child and disability benefit is to rise by
1.5% in 2010.

 New 50p tax on landline phones to pay
for superfast broadband.

 Free school meals for an extra 500,000
low income families
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Summary of the
Proposals
Main economic priorities

Within the UK, the chancellor said that the
Government’s immediate priorities include:

 Ensuring the UK remains an attractive
location for investing in and undertaking
innovative activity, supporting growth
and building on the UK’s innovative
strengths.

 Ensuring that the UK's financial services
sector remains strong in the long term,
given its economic importance, and that
the UK's comparative advantage in this
sector remains.

 Measures to protect the tax system from
abuse and ensure that all individuals and
businesses pay their fair share of tax.

 The establishment of Infrastructure UK
(IUK). IUK will be responsible for advising
Government on long-term national
infrastructure priorities including how
they support a transition to low carbon
economy.

Fiscal Responsibility Bill

The Pre-Budget Report announces that the
Government is introducing the Fiscal
Responsibility Bill to Parliament. The Bill
enshrines the Government's consolidation
plans in legislation and represents a significant
reform in the way that the Government
is held to account for delivering its fiscal plans,
giving Parliament a clear role in the
setting and monitoring of medium-term fiscal
plans

Bank Payroll Tax

The Government attaches great importance to
tackling the remuneration practices that
contributed to excessive risk taking by the
banking industry. It announces, with effect
from 9 December 2009, that where bank or
building society employees are awarded
discretionary bonuses above £25,000 in the
period from the Pre-Budget Report to 5 April
2010, employers paying these bonuses will pay
an additional bank payroll tax of 50 percent on
the excess over this threshold. This one-off tax
will not be deductible in computing the taxable
profits of affected companies.

The tax will apply until 5 April 2010, but the
Government will consider extending the
period of charge so that the tax remains in
place until the relevant provisions of the
Financial Services Bill come into force. Where
there is evidence of avoidance schemes

being put in place the Government will take
action to close those schemes.

The Chancellor announced on 16 March 2009
that HM Revenue & Customs (HMRC)
would publish a Code of Practice to encourage
banks to comply with the spirit as well as the
letter of the law. After a period of consultation
the Government will introduce the Code on 9
December 2009, which it expects all banks
operating in the UK to adopt. The Code asks
banks to have governance around tax,
integrated into business decision-making and
open and transparent relationships with
HMRC.

Business Support

Business Payment Support Service
(BPSS)
Launched at the 2008 Pre-Budget Report,
HMRC’s Business Payment Support Service
(BPSS) allows businesses facing temporary
financial difficulties more time to pay their tax
bills. The service has already helped over
160,000 businesses, employing more than 1.2
million people, spread over £4 billon of tax. Of
this, more than £3 billion has already been
repaid.

The Pre-Budget Report announces that HMRC
will continue to offer this service to business as
part of its time to pay arrangements.

Business rates: Empty Property Relief
The 2008 Pre-Budget Report announced that
empty properties with rateable values of up to
£15,000 would be exempt from business rates
for 2009-10, exempting an estimated 70
percent of empty properties from paying
business rates.

The Pre-Budget Report announced that the
Government will extend the temporary increase
in the threshold for empty property relief for a
further year. For 2010-11, empty commercial
properties with rateable values up to £18,000
will be exempt from business rates, continuing
the exemption for an estimated 70 percent of
empty properties.

Small Companies Rate of corporation
tax
To support small companies during the
recovery, 2009 Pre-Budget Report announces a
further 1 year deferral in the planned increase
in the small companies’ rate of corporation tax.
The rate will remain at 21 percent in 2010/11,
after which it will increase to 22 percent.
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Enterprise Finance Guarantee
The Enterprise Finance Guarantee has provided
targeted support for viable businesses with less
than £25 million turnover who have no or
insufficient security.

Since its launch on 14 January 2009, nearly £1
billion of eligible applications from almost
9,000 small and medium-sized enterprises
(SMEs) have been granted, are being processed
or are being assessed.

Recognising the continuing challenges that
small businesses face in accessing finance,
the Pre-Budget Report announces that the
scheme will be continued for a further 12
months, providing an additional £500 million
of bank lending available to SMEs.

Growth Capital Fund
The Rowlands Growth Capital Review
published in November 2009 found that a
structural gap exists in the provision of growth
capital to small and medium enterprises
(SMEs). There are around 30,000 growing
SMEs, of which 10 percent in any year
could struggle to access capital.

In response to the review’s recommendations,
the Pre-Budget Report announced the creation
of the Growth Capital Fund to invest in small
and medium size businesses, targeting growing
companies seeking amounts of between £2m
and £10m.

Patents
The Government has looked at the case for a
reduced rate of Corporation Tax applied to
income from patents (a so called “Patent
Box”). The Government will introduce a Patent
Box applying to income from April 2013 to
strengthen the incentives to invest in innovative
industries and ensure the UK remains an
attractive location for innovation.

VAT

As announced in the 2008 Pre-Budget Report
and confirmed in the Budget 2009, the
temporary reduction in the standard rate of
VAT to 15 percent will end on 31 December
2009. The temporary VAT reduction will
have delivered stimulus of about £11.5bn
into the economy.

The Pre-Budget Report confirmed
arrangements to smooth the transition for
businesses back to the 17.5 percent rate.
There will be a “period of grace” for
businesses trading across the midnight
deadline to charge the lower 15 percent rate

until they close (or until 6 a.m., whichever is
earlier), and plans to let shops add the extra
VAT to prices at the tills for up to 28 days,
giving them extra time to complete the re-
pricing of their stock.

The rates under the Flat Rate scheme are
amended to reflect the end of the temporary
reduction of the standard rate of VAT, as
well as the latest data on VAT payments by
the various sectors.

Green support measures

Greener Boiler incentive scheme
The Government announced a £400 incentive
to help up to 125,000 households upgrade old
inefficient boilers to the latest energy
efficient models, (available to those who buy
a new efficient boiler or renewable heat unit
to replace a working G rated boiler).

Support to heat homes
Mr Darling announced an additional £150m
to provide resources for the Warm Front
scheme, providing free and subsidised
heating and insulation for 75,000 vulnerable
households to heat their homes.

Support for low carbon transport
The Chancellor announced further support
through the taxation system for electric
vehicles, to help catalyse the markets for
electric cars and vans.
From April 2010:

 all electric cars will be exempt from
Company Car Tax for a period of 5
years;

 all electric vans will be exempt from
Van Benefit Charge for 5 years; and

 a 100 percent first-year allowance will
be provided for the purchase of electric
vans, subject to confirming
compatibility with State aid rules.

Offshore wind projects
The government announced additional
support for offshore wind projects accredited
from April 2010 to March 2014 via the
Renewables Obligation.

Low carbon energy
£15m has been committed to support the
installation of low-carbon energy
technologies, such as solar panels and heat
pumps, in more than 4,000 homes and public
buildings.
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Tax-free clean energy cash-back
The Pre-Budget Report confirmed that the
income received by those who generate small
scale renewable electricity for their own use
through the clean energy cash back scheme
(Feed-in Tariffs), worth on average £900 in
2010, will be tax-free. This will save £180 on
average for a household paying the basic tax
rate in 2010.

Strategic Investment Fund
The Pre-Budget Report announced a £200m
extension to the Strategic Investment Fund
(SIF) including a major £150m contribution
to low carbon projects. The SIF will continue
to facilitate investment in high-growth areas
as the economy moves forward into recovery.

Landline Duty

HM Treasury, HM Revenue and Customs,
and the Department for Business, Innovation
and Skills will shortly consult on the
implementation of the Landline Duty.
The Landline Duty of 50 pence per month for
each line is being introduced to help fund the
roll-out of superfast broadband - Next
Generation Access - to 90 percent of the
country by 2017.

Alcohol, tobacco and gambling

Alcohol, tobacco and duty rates
Alcohol and tobacco duty rates will remain at
current levels when the standard rate of VAT
returns to 17.5 percent in
January 2010.

Bingo duty
Mr Darling announced that bingo duty is to
be reduced from 22 to 20 percent from
Budget 2010.

Fuel Duties

As originally announced at Budget 2008, the
duty differential for biofuels will cease from
1 April 2010. The 2009 Pre-Budget Report
announces that the duty differential will
continue for two years for biofuels made
from used cooking oils.

Vehicle excise duty (VED)

2009 Pre-Budget Report announced that
VED rates for motorbikes in 2010-11 will
increase by £4 in the highest band, and by £2
in the second highest band, from 1 April
2010. VED rates for motorbikes in the lower
two bands will be frozen.

Stamp Duty Land Tax

2009 Pre-Budget Report confirmed the
SDLT holiday for residential properties up to
the value of £175,000 will end as planned on
31 December 2009.

National Insurance

Mr Darling announced that the employee,
employer and self-employed rates of
National Insurance Contributions will
increase by 0.5 percent in April 2011 in
addition to the 0.5% increase announced at
the 2008 Pre-Budget Report. To ensure that
the lowest earners are protected from the rise
in NICs rates, the level at which people start
to pay NICs will increase in April 2011 by
£570 above the level previously announced.
Those paying the standard employee rate and
earning under £20,000 will pay less NICs
overall as result of these changes.

Main Income Tax changes

Personal tax
The Government announced that as part of
the package to support sound public finances,
the point at which individuals start to pay the
higher rate of income tax, known as the
higher rate threshold, will be maintained in
2012/13 at 2011/12 levels.

The upper earnings limit and the upper
profits limit for national insurance will
continue to be aligned with the higher rate
threshold. To ensure that those on low
incomes do not lose out, the personal
allowance will be indexed in line with
inflation in 2012/13.

Company car tax
Mr Darling confirmed that from 2012, the
CO2 emissions thresholds for Company Car
Tax (CCT) bands will be shifted down by 5g
CO2 per km, and the graduated table of CCT
bands will be extended downwards to a new
10 percent band for cars emitting up to 99g
CO2 per km, in place of the existing 10
percent band.

Fuel benefit charge
The Government announced that, to support
the public finances and encourage fuel-
efficient travel, the fuel benefit charge
multiplier will increase from £16,900 to
£18,000 from 6 April 2010.

Inheritance tax
The Government announced that the
Inheritance Tax allowance for 2010-11 will
be frozen at its current level of £325,000.
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Just 2.5 percent of estates left on death are
expected to pay Inheritance Tax in 2009-
10.

Pensions and Benefits

State pension
The Government announced that in April
2010 the level of the basic State
Pension will increase by 2.5 percent,
meaning a full basic State Pension will be
worth £97.65 a week. The full couples’ rate
for those whose entitlement is based on their
spouse or civil partner’s pension will
increase to £156.15 a week.

Pension credit
There will also be an above-indexation
increase in Pension Credit’s minimum
income guarantee, the Chancellor announced,
to £132.60 for single pensioners and £202.40
for couples in 2009-10.

Pensions tax relief
Budget 2009 announced that, in order to
ensure that the pensions tax relief system
remains fair, affordable, and sustainable, tax
relief on pension contributions would be
restricted from April 2011 for individuals
with incomes of £150,000 or over.

In order to protect tax revenues, the anti-
forestalling regime introduced at Budget
2009 will be extended to apply to individuals
on incomes of £130,000 and over from 9
December 2009.

Child tax credit
As announced in Budget 2009, the child
element of the Child Tax Credit will rise
by £20 above indexation in April 2010, an
increase of £65 in cash terms.

The Government will increase Child Benefit,
Guardian’s Allowance, the disability
elements of the Child Tax Credit, all
elements of the Working Tax Credit (WTC),
apart from the childcare element, and the
disregard for WTC in Housing Benefit by 1.5
percent in April 2010. The threshold for
receipt of the maximum Child Tax Credit
award will rise to £16,190, reflecting the
income level at which a family in receipt of
the basic and couple’s or lone parent’s
element of WTC would have their
entitlement to WTC tapered to zero. Other
rates and thresholds in tax credits will remain
unchanged.

Working tax credit
To increase the flexibility of the
Government’s support for older people and
expand the choices available for those
wishing to work after retirement, the
Government announced that from April 2011
people aged 65 and over will qualify for
WTC if they work at least 16 hours a week,
rather than 30 hours at present.

Employment

Support for Internships
The Government announced that, in response
to the recommendations of the Milburn
report on access to professions, Government
will contribute £8m towards a new financial
support scheme to provide bursary-style
support for undergraduates undertaking short
unpaid internships in professions with
historically low access. Support will be
available as early as Summer 2010 and once
fully operational will support around 10,000
internships a year. Further details on the
scheme will be published in the
Government's response to the report, due in
early 2010.

Supporting Enterprise
Enterprise support for ex-service
personnel
As part of the Government's commitment to
supporting service personnel returning from
conflict, including those who may be
disabled as a result of their service, PBR
announces new funding of up to £5 million
for enterprise support. This funding will
assist returning personnel by reducing the
costs and barriers associated with self
employment and setting up a new business. It
will also allow targeted mentoring support to
help more businesses operated by ex-service
personnel to thrive and grow.

Youth employment (18-24)
Alistair Darling announced that a guaranteed
offer of a job, work placement or work-
related skills training will be made to all
young people aged 18-24 unemployed for six
months.

This brings forward from 12 months the
young person’s guarantee announced at the
Budget in April.

Youth employment (16-17)
All 16 and 17 year olds will be offered a place
in education or training through the September
Guarantee. Building on this every 16 and 17
year old who is not in education or training in
January 2010 will be offered an Entry into
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Employment place supported by an Education
Maintenance Allowance.

Child Poverty

Chancellor Darling announced further
support to families, reinforcing the
Government’s commitment to the Child
Poverty Bill, which sets in legislation the
goal to eradicate child poverty by 2020. The
measures include:

 Helping low income families make the
transition into work by extending the
entitlement to Free School Meals to
primary school aged children of low
income working families benefiting
around 500,000 children. In addition to
this, the Government is also extending
the current pilots testing universal
provision of Free School Meals so that
there is one in every English region.

 allowing parents to divide a period of
paid leave between them in the second
six months of their child's life, helping
them to balance work and family life;

 working with local authorities and
schools to promote existing guidance
and advise local authorities providing
grants for school uniforms on how to
target support on those who need it
most;

 action to improve and join up delivery
of local services, including a new public
resource in 2010 to bring together
information on a range of benefits and
entitlements.

Households and Housing

Extension of HomeBuy Direct
The Government announced that it is
providing further help for first time buyers by
making available over £150 million total
investment for HomeBuy Direct in 2010-11
through bringing forward funding from this
year and prioritising housing for first-time
buyers within the Kickstart programme. This
will deliver an increase of around 3,000 more
households helped above the original 10,000
target.

Standard Interest Rate applied to
the Support for Mortgage Interest
scheme
The Government announced that the
Standard Interest Rate used to calculate
Support for Mortgage Interest will be frozen
at 6.08 percent for a further six months.
220,000 homeowners have benefited from
the SMI rate freeze since it was announced
in the 2008 Pre-Budget Report. The
extension of the rate freeze will run until 30
June 2010.

Consultation on growing the Private
Rented Sector
Mr Darling announced that the Government
will issue a consultation document early in
2010, which will build on the work of the
Rugg Review, to consider the contribution
the Private Rented Sector could make to
addressing demand and increasing housing
supply, and any barriers to investment.

Housing Recovery Strategy
Mr Darling announced the components of the
Government’s wider strategy to support a
timely and effective housing supply response
through the recovery, in order to maximise
delivery of high quality, energy efficient
homes.

The Government will be taking action to:

 Ensure more land is brought forward
for development;

 Reduce regulation;

 Promote a strong and diverse house
building industry;

 Enhance the role of local authorities in
planning and enabling housing growth
locally; and

 Deliver effective and coordinated
infrastructure nationally and locally.
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National Insurance
Who is likely to be affected?

All employers, employees and the self
employed.

General description of the measure

This measure sets the National Insurance
Contributions rates and thresholds that will
apply for 2010-11. The Lower Earnings
Limit (LEL) which is linked to the basic
State Pension will increase by £2 to £97 per
week and the special Class 2 rate for
Volunteer Development Workers will
increase by 10p to £4.85 per week as this is
linked to the LEL. All other NICs rates and
thresholds are unchanged for 2010-11.

The 2008 Pre-Budget Report announced that
from 2011-12 the main rate of Class 1 and
Class 4 NICs will be increased by 0.5 percent
to 11.5 percent and 8.5 percent respectively.
The Class 1 employer rate will be increased
by 0.5 percent to 13.3 percent. The increased
rate will apply to Class 1A and 1B
contributions. The additional rate of Class 1
and 4 NICs will also be increased by 0.5
percent to 1.5 percent.

From 2011-12, this measure increases the
main rate of Class 1 and 4 NICs by a further
0.5 percent to 12 percent and 9 percent
respectively.

The Class 1 employer rate will be increased
by a further 0.5 percent to 13.8 percent from
2011-12. The increased rate will also apply
to Class 1A and 1B contributions.

The additional rate of Class 1 and 4 NICs
will be increased by a further 0.5 percent to 2
percent from 2011-12.

The primary threshold and lower profits limit
will be increased by £570 for 2011-12 above
plans announced in the 2008 PBR to
compensate the lowest earners for the

increase in the Class 1 and 4 rates.

Operative Date

The increase in the NICs LEL and the special
rate for Volunteer Development Workers will
have effect on and after 6 April 2010.
The changes to the NICs primary threshold
and the rates of NICs will have effect on and
after 6 April 2011.

Bank Payroll Tax
Who is likely to be affected?

Banks, financial businesses and holding
companies in banking groups, building
societies, financial businesses and holding
companies in building society groups and
UK branches of foreign banks (“taxable
companies” referred to in this note hereafter
as a bank) that provide a bonus exceeding
£25,000 to a banking employee directly or
through an intermediary.

General description of the measure

Legislation in Finance Bill 2010 will
introduce a new bank payroll tax. This will
be set at 50 percent. It will be payable by a
bank, on the amount of a bonus to which a
banking employee is entitled, to the extent
that the bonus exceeds £25,000. A bank will
also be liable to the bank payroll tax where
the bonus entitlement arises in respect of
services performed for the bank regardless of
who awards the bonus. The provisions will
include anti-avoidance measures.

Operative Date

The bank payroll tax will have effect from
the time of the announcement on 9 December
2009 until 5 April 2010 for all discretionary
and contractual bonus awards. There is an
exception for contractual bonus entitlements
where the payer has no discretion as to the
amount of the bonus because of a contractual
obligation existing at the time of the
Chancellor’s announcement. Bank payroll
tax is payable on 31 August 2010.

Pensions:
Restricting Tax
Relief for High
Income Individuals
Who is likely to be affected?

Individuals with incomes of £130,000 or over
who, on or after 9 December 2009, change:

 their normal pattern of regular pension
contributions; or

 the normal way in which their pension
benefits are accrued;and whose total
pension contributions/benefits accrued
(‘pension savings’) exceed the special
annual allowance of £20,000 a year (or
in some circumstances £30,000).
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Scheme administrators of registered pension
schemes and advisers with clients who have
changes to pension savings that are affected
by this measure.

General description of the measure

The Government announced at Budget 2009
its intention to restrict tax relief on pensions
savings with effect from 6 April 2011 for
people with incomes of £150,000 or over. At
the same time legislation was introduced to
prevent those likely to be affected from
seeking to forestall this change.

The Government announced that:

 the normal way in which their pension
benefits are accrued;

 the income definition for the £150,000
threshold will include the value of
employer pension contributions; and

 tax relief for those with incomes below
£130,000 before the inclusion of
employer pension contributions will not
be restricted (other than by the existing
annual and lifetime allowances).

To reflect this new floor, legislation will be
introduced in Finance Bill 2010 to amend the
anti-forestalling threshold to income of
£130,000 or over.

Operative Date

These anti-forestalling provisions will have
effect on or after 9 December
2009.

Tax Avoidance
Schemes: Stamp
Duty Land Tax
Who is likely to be affected?

Promoters of tax avoidance schemes,
including accountancy and law firms, banks
and other financial institutions, and their
clients.

General description of the measure

Regulations will be introduced to extend the
Disclosure of Tax Avoidance Schemes
(DOTAS) to require the disclosure of certain
stamp duty land tax (SDLT) avoidance
schemes that concern residential property
with a value of at least £1 million. Users of
all SDLT avoidance schemes, for both
commercial and residential property, will be
required to report the use of the scheme back
to HM Revenue & Customs (HMRC).

Operative Date

Regulations will be made and laid before
Parliament in the New Year and will come
into effect no later than 1 April 2010.

Capital Gains Tax
Who is likely to be affected?

Individuals who set aside part of their house
exclusively for use under a local authority
adult placement scheme.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to ensure that entitlement to private
residence relief (PRR) is preserved where an
adult placement carer uses part of their home
exclusively for the purposes of their business
as a carer.

Operative Date

The measure will have effect for disposals on
or after 9 December 2009.

Inheritance Tax:
Nil Rate Band
Who is likely to be affected?

Executors and personal representatives of
people who have died, individuals and
trustees.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to set the limit of the inheritance tax
(IHT) nil rate band for the tax year 2010-11
at the current level of £325,000.

Operative Date

The measure will have effect for chargeable
IHT events made on or after 6 April 2010.

Inheritance Tax
Avoidance
Who is likely to be affected?

Individuals (and their advisers) who transfer
property into trusts or purchase interests in
trusts using arrangements designed so that
the normal inheritance tax (IHT) charges do
not arise.
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General description of the measure

Legislation will be introduced in Finance Bill
2010 to counter two tax avoidance schemes
that have been designed to avoid IHT charges
on property in trusts.

Operative Date

The measure will have effect for:

 transfers into a trust where the settlor
retains a future interest, or where a
future interest in a trust is purchased,
on or after 9 December 2009;and

 interests purchased in trusts on or after
9 December 2009.

Salary Sacrifice
Who is likely to be affected?

Employers and employees who have
structured contractual remuneration
arrangements, involving salary sacrifice or
flexible benefits, that are intended to allow
employees to obtain meals at work partly or
wholly free of liability to tax and National
Insurance Contributions.

General description of the measure

Section 317 of the Income Tax (Earnings and
Pensions) Act 2003 (ITEPA) provides an
exemption from tax under the employment
income rules whereby an employer can
provide the benefit of free or subsidised
meals in a canteen or on its business
premises, subject to certain conditions.

The Government has become aware that
some employers and employees have
developed remuneration arrangements
involving salary sacrifice or flexible benefits
to take advantage of this exemption.

These arrangements are intended to allow
some employees to purchase meals out of
gross pay, and hence obtain a significant tax
and NICs advantage over the majority of
employees who must purchase their meals
using their net pay, from which tax and NICs
have already been deducted.

Legislation will be introduced in Finance Bill
2010 to amend section 317 of ITEPA to
restrict the exemption for the benefit of free
or subsidised meals where an employee has
an entitlement in conjunction with salary
sacrifice or flexible benefits arrangements to
employer-provided free or subsidised meals.

Operative Date

The measure will have effect on and after 6
April 2011.

Income Tax for
Carers
Who is likely to be affected?

Shared Lives carers who:

 provide accommodation, care and
support for up to three individuals who
have been placed with them under a
local authority Shared Lives placement
scheme; and

 share their home and family life with
the individuals placed with them under
the Shared Lives scheme.

Shared Lives carers include adult placement
carers, Staying Put carers and those receiving
a Scottish Kinship Care Allowance.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to establish a new income tax relief for
qualifying Shared Lives carers. The new
relief will be similar to the current Foster
Care relief.

The relief will consist of a tax-free
allowance. Carers whose Shared Lives
earnings are less than the tax-free allowance
will not be taxed on their income from
providing Shared Lives care. Carers whose
Shared Lives earnings are more than the tax-
free allowance have the option to choose a
simplified method for calculating their
profits.

Operative Date

This change will have effect on and after 6
April 2010.

Seafarers
Who is likely to be affected?

EU and European Economic Area (EEA)
residents who pay UK tax on their earnings
as a seafarer. Broadly speaking a seafarer is a
person who works on a ship.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to extend the Seafarers’ Earnings
Deduction to EU and EEA resident seafarers,
ensuring the provisions are compatible with
the EU Treaty.
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Operative Date

The measure will have effect on and after 6
April 2011.

Furnished Holiday
Lettings
Who is likely to be affected?

Individuals, partnerships, trustees and
companies who have income or capital gains
from the commercial letting of furnished
holiday accommodation.

Hoteliers and bed and breakfast proprietors
are not affected.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to withdraw the furnished holiday
lettings (FHL) rules from 2010-11.

This will mean the tax treatment of FHL
businesses will be the same as for other
property businesses.

Operative Date

For income tax the withdrawal will have
effect for profits and losses arising on or after
6 April 2010. For capital gains tax the
withdrawal will have effect for disposals
occurring on or after 6 April 2010.

For corporation tax the withdrawal will have
effect for profits and losses arising in
accounting periods starting on or after 1
April 2010, and for any capital gains arising
on disposals occurring on or after 1 April
2010.

Changes to
Company Car Tax
Who is likely to be affected?

Employees provided with a company car that
is available for their private use and
employers who bear Class 1A National
Insurance Contributions (NICs) on the
taxable benefit of company cars.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to set the company car tax charge for
2012-13.

Operative Date

The measure will have effect on and after 6
April 2012.

Company Car Tax:
Electric Cars
Who is likely to be affected?

Employees and directors who are provided
for their private use with a company car
propelled solely by electricity and employers
who bear Class1A National Insurance
Contributions on the taxable benefit of
company cars.

General description of the measure

Legislation will be introduced in 2010 to
reduce the appropriate percentage to 0
percent for electric cars for the purposes of
company car tax. This reduces the car benefit
charge for electric cars to nil.

Operative Date

The measure will have effect on and after 6
April 2010 for five years.

Van Benefit:
Electric Vans
Who is likely to be affected?

Employees and directors who are provided
for their private use with a van propelled
solely by electricity and employers who bear
Class 1A National Insurance Contributions
(NICs) on the taxable benefit of company
vans.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to set a new, lower flat rate benefit
charge for electric vans for the purposes of
the van benefit charge. The rate will be set at
nil for electric vans.

Operative Date

The measure will have effect on and after 6
April 2010 for five years.
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Cars and Vans:
Fuel Benefit Tax
Who is likely to be affected?

Employees who receive free private fuel
from their employers for company cars or
vans and employers who bear Class 1A
National Insurance Contributions (NICs) on
the taxable benefit of provided fuel.

General description of the measure

The measure sets the fuel benefit charge for
company cars and vans from 2010-11.

Operative Date

The measure will have effect on and after 6
April 2010.

Current law and proposed revisions

Section 150(1) of the Income Tax (Earnings
and Pensions) Act 2003 (ITEPA) provides
the figure to be used as the basis for
calculating the benefit of private fuel
received for a company car which is
chargeable to tax and Class 1A NICs. This
figure is currently set at £16,900 and will be
increased to £18,000.

Similarly, section 161 of ITEPA provides the
figure to be used as the basis for calculating
the benefit of private fuel received for a
company van which is chargeable to tax and
Class 1A NICs. This figure is currently set at
£500 and will be increased to £550.

Equitable Liability
Who is likely to be affected?

Taxpayers in receipt of a determination of
income or corporation tax who are out of
time to file their tax return and can
demonstrate that the sums charged are
excessive.

General description of the measure

Under Self Assessment (SA) there is a
statutory requirement to file a return, the
information on which is used to assess the
tax due for the period. The return is one of
the fundamental elements underpinning the
SA system and HM Revenue & Customs
(HMRC) is able to issue determinations
(estimates of the tax due) in the absence of a
return.

Once issued, a determination can only be
replaced by the taxpayer filing a return

(including a Self Assessment) within five
years (reducing to three years from April
2010) from the statutory filing date or 12
months from the issue of the determination.
Some taxpayers fail to meet these deadlines
and do not have a reasonable excuse for
doing so.

By concession HMRC collects only the sum
that would have been due for the period had
the taxpayer filed the return on time.
Legislation will be introduced to permit
HMRC to continue to apply this treatment
provided the relevant conditions are met.

The measure does not alter the statutory
deadlines for filing a return. Penalties and
interest will continue to apply where these
deadlines are not met and tax is not paid
when due.

Operative Date

The start date for the measure will be
confirmed in the legislation. The current
concession will continue to apply until that
date.

VAT
Who is likely to be affected?

Small businesses that currently use, or are
considering using, the VAT flat rate scheme.

General description of the measure

The flat rate percentages were re-calculated
in December 2008 to reflect the temporary
reduction in the standard rate of VAT. This
measure will ensure that they are based on
the 17.5 percent rate of VAT effective from
1 January 2010. It also makes technical
adjustments to the rates to ensure that they
reflect the latest data about business VAT
liabilities in each sector.

Operative Date

The recalculation of the flat rate percentages
will have effect on and after 1 January 2010.

Corporation Tax:
Relief for Interest
Who is likely to be affected?

Groups of companies – but not groups that
consist wholly of small or medium-sized
enterprises.
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General description of the measure

The “worldwide debt cap” in Schedule 15 to
the Finance Act (FA) 2009 forms part of the
reforms to the taxation of the foreign profits
of companies, which the Government
introduced this year. The legislation guards
against excessive debt funding of UK
resident companies by restricting relief for
UK financing costs where these exceed the
financing costs of the worldwide group.

The Government consulted with business
widely on the design of this measure, and has
continued this consultation since the passage
of Finance Bill 2009 through Parliament.
This has revealed a number of areas where,
in the light of practical application of the
legislation, some amendment is needed to
ensure that the provisions work as intended.
These amendments will be introduced in

Finance Bill 2010.

Operative Date

The debt cap legislation as a whole has effect
for periods of account of the worldwide
group beginning on or after 1 January 2010.
The changes will apply from the same date.

Research and
Development Tax
Relief
Who is likely to be affected?

Companies that are small or medium
enterprises (SMEs) claiming the enhanced
tax relief for expenditure on research and
development (R&D). For the purpose of the
R&D relief, the SME thresholds are higher
than those set out by the European
Commission (500 employees, annual
turnover of €100 million and balance sheet
total of €86 million rather than
500, €50 million and €43 million
respectively).

General description of the measure

Legislation will be introduced in Finance Bill
2010 to abolish the condition requiring that
any intellectual property (IP) deriving from
the R&D to which the expenditure is
attributable be owned by the company
making the claim.

Operative Date

The change will have effect for any
expenditure incurred by a SME company on

R&D in an accounting period ending on or
after 9 December 2009.

Film Tax Relief
Who is likely to be affected?

Film production companies making films
with production spends spread over two or
more accounting periods, and which have
some overseas expenditure.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to correct an unintended anomaly
affecting the amount of tax credit claimable
where films are produced over more than one
accounting period.

Operative Date

The measure has effect for accounting
periods ending on or after 9 December 2009
and will be treated for those periods as
always having had effect.

Risk-Transfer
Schemes
Who is likely to be affected?

Large multinational groups of companies.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to restrict Exchequer exposure to losses
from overhedging and underhedging
structures to the real economic loss from
these transactions.

This is achieved by ensuring that any losses
from these arrangements, other than the real
economic loss at group-level, are ring-fenced
and can only be offset against profits from
the same arrangements.

Operative Date

The measure will have effect for accounting
periods beginning on or after 1 April 2010.
For accounting periods that straddle the
commencement date, the accounting period
will be treated as consisting of two
accounting periods with the first period
ending on the day before the commencement
date and the second period beginning on the
commencement date and ending at the end of
the accounting period. The measure will
apply to the deemed accounting period
beginning on the commencement date.
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Life Insurance
Companies
Who is likely to be affected?

Companies carrying out life insurance
business who defer recognition of the profits
of non-profit fund business.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to amend the apportionment rules to
ensure that, when recognised, deferred profits
are taxed on an appropriate basis

Operative Date

The measure will have effect for periods of
account beginning on or after 9 December
2009.

Sale of Lessor
Companies:
Alternative
Treatment
Who is likely to be affected?

Companies carrying on a business of leasing
plant or machinery.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to offer a lessor company an option to
elect for an alternative treatment when it is
sold. This will remove the need to calculate
an immediate charge under the provisions of
Schedule 10 to the Finance Act (FA) 2006
(the “Sale of Lessor Companies” legislation)
but ensure that tax is collected on the profits
of the leasing business following the sale.

Operative Date

The measure will have effect on and after 9
December 2009.

Sale of Lessor
Companies:
Consortium
Arrangements
Who is likely to be affected?

Companies carrying on a business of leasing
plant or machinery.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to prevent companies from exploiting a
weakness in Schedule 10 of the Finance Act
(FA) 2006 (the "Sale of Lessor Companies
Legislation") which would allow a group to
sell a lessor company without suffering the
full effect of the charge imposed by the
Schedule. The scheme requires the lessor
company to be sold in stages and involves
the use of provisions designed to apply when
a lessor company becomes owned by a
consortium.

Operative Date

The measure will have effect on and after 9
December 2009.

Capital Allowances:
Anti-Avoidance
Who is likely to be affected?

Companies that participate in transactions to
transfer the entitlement to benefit from
capital allowances on plant and machinery.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to prevent tax avoidance through the
transfer of an entitlement to benefit from
capital allowances on plant or machinery,
used for the purpose of a trade, where the tax
written down value of the plant or machinery
exceeds its balance sheet value.

The legislation will apply to transfers
involving the sale of companies and to
transfers involving consortia and
partnerships, but it will only apply where the
transfers are tax-motivated.

Operative Date

The majority of the legislation, which was
announced on 21 July 2009, will have effect
for transactions taking place on or after that
date. The changes described below will have
effect only for transactions on or after
9 December 2009.

Plant and
Machinery Leasing:
Anti-Avoidance
Who is likely to be affected?

Businesses leasing plant or machinery.
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General description of the measure

Legislation will be introduced in Finance Bill
2010 to counter two types of avoidance
involving the leasing of plant or machinery.
It will ensure that:

 lessor companies are unable to
generate tax losses using arrangements
intended to result in tax relief in excess
of the value of the taxable income; and

 companies and other businesses are
prevented from turning a tax-timing
advantage into a permanent advantage
by ceasing to be within the charge to
tax following the sale of the right to
income from a lease of plant or
machinery.

Operative Date

The measure will have effect:

 where expenditure on plant or
machinery is incurred, or a rebate of
rentals becomes payable, on or after 9
December 2009; or

 where the business ceases to be within
the charge to tax on or after 9
December 2009.

Index-Linked Gilt
Edged Securities
Who is likely to be affected?

Some companies that hold index-linked gilt-
edged securities.

General description of the measure

Legislation will be introduced in Finance Bill
2010 to counter avoidance using index-linked
gilt-edged securities. There is a tax
exemption for the inflationary return on an
index-linked gilt-edged security; that is the
return on the gilt that corresponds to
movements in the retail price index (RPI).

Where companies or groups enter into
transactions involving index-linked gilt-
edged securities they will no longer be able
to benefit from this tax exemption, to the
extent that the company or group has entered
into arrangements so that it is not
economically exposed to the inflation linked
return.

Operative Date

The measure will have effect with respect to
index-linked gilt-edged securities held by
companies on or after 9 December 2009.

Insurance Premium
Tax: Premium
Splitting
Who is likely to be affected?

Businesses that charge private individuals
fees for services connected to contracts of
insurance.

General description of the measure

Insurance Premium Tax (IPT) is paid by an
insurer on the gross premium charged under
a taxable insurance contract, which includes
any commissions or fees unless they are
charged to the insured under a separate
contract. Legislation will be introduced in
Finance Bill 2010 to close an avoidance
scheme involving an ‘administration fee’
charged under a separate contract. The
legislation brings certain fees charged under
a separate contract in connection with
personal insurance into the scope of IPT.

Operative Date

The legislation will have effect for payments
made on or after 9 December 2009.

Pensions: Changes
to Tax Rates for
Special Charges
Who is likely to be affected?

Scheme administrators of registered pension
schemes who are liable to a charge on the
payment of short service refund lump sums.
Beneficiaries of Employer-Financed
Retirement Benefits Schemes (EFRBS)
where the scheme makes a payment other
than to an individual. Pension scheme
members who are liable to the special annual
allowance charge.

General description of the measure

This measure increases the rates for the tax
charge on short service lump sum refunds
and EFRBS payments, other than to
individuals, and sets new rates for the special
annual allowance charge with effect from
6 April 2010.

Operative Date

The measure will have effect for short
service lump sum refunds and EFRBS
payments made on or after 6 April 2010, and
to special annual allowance charges in
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respect of excess pension savings made in
2010-11.

Electric Vans:
Capital Allowances
Who is likely to be affected?

Businesses that purchase new electric vans.

General description of the measure

Subject to confirming compatibility with the
State aid rules, legislation will be introduced
to provide a 100 percent first-year allowance
for business expenditure on new, unused (not
second hand) electric vans.

Operative Date

Subject to confirming the State aid position,
this measure will have effect for expenditure
incurred on or after 1 April 2010 (corporation
tax) or 6 April 2010 (income tax).

Biofuels Duty
Who is likely to be affected?

Businesses producing and importing
hydrocarbon oils and alternative fuel
products. Businesses producing biodiesel
from waste cooking oil.

General description of the measure

Budget 2008 announced that the duty
differential for biofuels would end in
2010-11. Legislation will be introduced in
Finance Bill 2010 to amend the duty rates for
biodiesel and bioethanol for road use,
alongside changes to other duty rates for
hydrocarbon oils and alternative fuels.

Secondary legislation will be introduced to
maintain the 20 pence per litre (ppl) duty
differential for biodiesel produced only from
waste cooking oil for a period of two years.

Operative Date

The changes will have effect on and after 1
April 2010.

Climate Change
Levy: Reduced Rate
Who is likely to be affected?

Gas and electricity utilities, suppliers of solid
fuels and liquefied petroleum gas, and
facilities/sector associations involved with
the climate change agreements scheme.

General description of the measure

Climate change agreements provide facilities
in energy intensive sectors with an
entitlement to pay a 20 percent reduced rate
of climate change levy. Facilities claim the
reduced rate by certifying to their energy
suppliers the extent of their entitlement to the
levy relief. They are required to review their
entitlement each year.

Legislation will be introduced in Finance Bill
2010 to amend the reduced rate of climate
change levy from 20 to 35 percent.

Following Royal Assent of Finance Bill
2010, secondary legislation will be
introduced to require relief claimants affected
by the change in the reduced rate to give their
energy suppliers fresh certificates confirming
their new relief entitlement.

Operative Date

The new reduced rate will have effect for
supplies of taxable commodities treated as
taking place on and after 1 April 2011.

The requirement to give new certificates will
have effect on and after 1 April 2011. Any
new certificates required must be given by
the completion of the claimant’s first annual
review after that date.
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Allowances, Reliefs
and Rates
For your convenience, the following Tables
set out the allowances, reliefs and rates of
taxation. Some of these were announced on 9
December 2009.

Personal Allowances

The personal allowances are as follows.

PERSONAL ALLOWANCES

£ per year (unless
stated) 2009-10 2010-11

Personal allowance
(age under 65)

£6,475 £6,475

Personal allowance
(age 65-74)

£9,490 £9,490

Personal allowance
(age 75 and over)

£9,640 £9,640

Married couple’s
allowance* (aged
less than 75 and
born before
6/4/1935)

£6,965 £6,965

Married couple’s
allowance* (age 75
and over)

£6,965 £6,965

Married couple’s
allowance*
(minimum amount)

£2,670 £2,670

Income limit for
age-related
allowances

£22,900 £22,900

Blind person’s
allowance

£1,890 £1,890

*Married couple’s allowance is given
at the rate of 10%

Tax Rates

National Insurance Contributions

NATIONAL INSURANCE CONTRIBUTIONS

2009-10 2010-11

Lower earnings
limit, primary
class 1

£95 a week £97 a
week

Upper earnings
limit, primary
class 1

£844 a week £844 a
week

Primary threshold £110 a week £110 a
week

Secondary
threshold

£110 a week £110 a
week

Employees’
primary class 1
rate

11% on
£110 to
£844 a week

11% on
£110 to
£844 a
week

1% above
£844 a week

1% above
£844 a
week

Employees’
contracted-out
rebate

1.60% 1.60%

Married women’s
reduced rate

4.85% on
£110 to
£844 a week

4.85% on
£110 to
£844 a
week

1% above
£844 a week

1% above
£844 a
week

Employers’
secondary class 1
rate

12.8% on
earnings
above £110
a week

12.8% on
earnings
above
£110 a
week

Employers’
contracted-out
rebate, salary-
related schemes

3.70% 3.70%

Employers’
contracted-out
rebate, money-
purchase schemes

1.40% 1.40%

Class 2 rate £2.40 a
week

£2.40 a
week

Class 2 small
earnings
exception

£5,075 a
year

£5,075 a
year

Special class 2
rate for share
fishermen

£3.05 a
week

£3.05 a
week

Special class 2
rate for volunteer
development
workers

£4.75 a
week

£4.85 a
week

Class 3 rate £12.05 a
week

£12.05 a
week

Class 4 rate 8% 8%

Class 4 lower
profits limit

£5,715 a
year

£5,715 a
year

Class 4 upper
profits limit

£43,875 a
year

£43,875 a
year

Class 4 rate above
upper profits limit

1% 1%

INCOME TAX: TAXABLE BANDS
Rate 2009-10 2010-11

Basic rate (20% *) £0 to
£37,400

(20% *) £0 to
£37,400

Higher rate
40%

Over £37,400 Over £37,400

*NOTE: There is a 10% starting rate for
savings income only, with a limit of £2,320.
(£2,440 for 2009-10). If an individual’s
taxable non-savings income is above this
limit then the 10% savings rate will not be
applicable. There are no changes to the 10%
dividend ordinary rate or the 32.5% dividend
upper rate.
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Pensions

On 6 April 2006 (known as A-Day) new tax
rules for all pensions came into force. These
new rules are intended to encourage us all to
save more for our retirement. Amongst the
changes that came in on 6 April 2006 are
significant increases in the maximum amount
an individual can put into a pension without
tax penalty (the Annual Allowance), and a
lifetime allowance being the value of pension
savings anyone can draw in their lifetime
without a tax penalty.

The table below shows the allowance levels
from A-Day up to 2010/11. There are also
changes to the amount that can be taken as a
tax free lump sum at retirement (from A-Day
it will be basically 25% of total pension
benefits) and the minimum age for taking
pension benefits (from A-Day it is 50,
increasing to 55 from 6 April 2010).

PENSIONS - ANNUAL AND LIFETIME
ALLOWANCES

Tax Year Annual
Allowance

Lifetime
Allowance

2006/07 £215,000 £1,500,000

2007/08 £225,000 £1,600,000

2008/09 £235,000 £1,650,000

2009/10 £245,000 £1,750,000

2010/11 £255,000 £1,800,000

STATE PENSION
2009-10 2010-11

Single
Person

£95.25 per
week

£97.65 per
week

Couple (if
wife is a
non-
contributor)

£152.30
per week

£156.15 per
week

PENSION CREDIT
Standard
minimum
income
guarantee:

2009-10 2010-11

Single £130.00 £132.60

Couple £198.45 £202.40

Child Benefit and Guardian’s
Allowance

The rates of Child Benefit and Guardian’s
Allowance are as follows:

Child and Working Tax Credit Rates
and Child Benefit

The rates are:

CHILD BENEFIT AND GUARDIAN'S
ALLOWANCE (PER WEEK)

January
2009

April
2010

Eldest/only child £20.00 £20.30

Other children £13.20 £13.40

Guardian’s Allowance £14.10 £14.30

TAX CREDITS
Working Tax Credits 2009-10 2010-11

Basic element £1,890 £1,920

Couple and lone parent
element

£1,860 £1,890

30 hour element £775 £790

Disabled worker element £2,530 £2,570

Severe disability element £1,075 £1,095

50+ Return to work
payment (16-29 hours)

£1,300 £1,320

50+ Return to work
payment (30+ hours)

£1,935 £1,965

Childcare element of
Working Tax Credit

Maximum eligible cost for
one child per week

£175 £175

Maximum eligible cost for
two or more children per
week

£300 £300

Percentage of eligible costs
covered

80% 80%

Child Tax Credit Family
element

£545 £545

Family element, baby
addition

£545 £545

Child element £2,235 £2,300

Disabled child element £2,670 £2,715

Severely disabled child
element

£1,075 £1,095

Income threshold and
withdrawal rates

First income threshold £6,420 £6,420

First withdrawal rate (%) 39% 39%

Second income threshold £50,000 £50,000

Second withdrawal rate (%) 6.67% 6.67%

First threshold for those
entitled to Child Tax Credit
only

£16,040 £16,190

Income disregard £25,000 £25,000
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Capital Gains Tax

On 24 January 2008, the Chancellor
announced a new ‘Entrepreneurs’ Relief’.
The first £1m of gains qualifying for relief
will be charged at an effective rate of 10%.
Gains in excess of £1m will be charged at
18%. An individual will be able to make
more than one claim for relief, up to a
lifetime total of £1m of gains qualifying for
relief.

VAT Rates

VALUE ADDED TAX

Rates Rate from
1/12/2008

15%

Rate from
1/1/2010

17.5%

VAT fraction 3/23rds 7/47ths

Limits Limits from
1/4/2008

Limits from
1/5/2009

Registration
limit

£67,000 £68,000

Deregistration
limit

£65,000 £66,000

Annual
accounting
turnover limit

£1.35m £1.35m

Tax Shelters

There were no announcements affecting
existing tax shelters which are currently as
follows:

TAX SHELTERS 2010-11

Venture Capital
Trusts - investment
limit and rate of tax
relief (maximum)

£200,000 (relief at
30%)

EIS – investment limit
and rate of tax relief
(maximum)

£500,000 (relief at
20%)

Tax-free employment
termination

£30,000

Tax-free "rent-a-
room" income

£4,250

ISAs £10,200

Cars

The following table sets out the appropriate
percentage for all CO2 emissions figures for
2009/10 to 2011/12. The emissions figure
can usually be found on the vehicle's
registration document, and is rounded down
to the nearest multiple of 5g/km. A useful
comparator can be found at www.smmt.co.uk

Where private fuel is provided for a company
car, the cash equivalent of the benefit is
calculated by multiplying a fixed sum
(£16,900 for 2009-10 and £18,000 2010-11)
by the appropriate percentage, as calculated
above.

CAPITAL GAINS TAX EXEMPT AMOUNT
Year Annual

exempt
amount for
individuals

Annual
exempt

amount for
trustees

2009-10 10,100 £5,050

2010-11 10,100 £5,050

Notes:
1. Diesels usually have a 3% extra charge. However
cars which were registered before 1 January 2006 and
conform to the Euro IV standard are treated as a
petrol car (until 6 April 2011).
2. In this case only, no rounding down applies, so only
cars with actual CO2 emissions of 120 g/km or less will
qualify for the lower percentage.

CAR BENEFITS

CO2 emissions figure (g/km) % of list price

2009/10 2010/11 2011/12 Petrol Diesel1

≤ 1202 ≤ 1202 ≤ 1202 10 13

121 to
135

121 to
130

121 to
125

15 18

140 135 130 16 19

145 140 135 17 20

150 145 140 18 21

155 150 145 19 22

160 155 150 20 23

165 160 155 21 24

170 165 160 22 25

175 170 165 23 26

180 175 170 24 27

185 180 175 25 28

190 185 180 26 29

195 190 185 27 30

200 195 190 28 31

205 200 195 29 32

210 205 200 30 33

215 210 205 31 34

220 215 210 32 35

225 220 215 33 35

230 225 220 34 35

≥ 235 ≥ 230 ≥ 225 35 35
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Corporation Tax Rates

The rates of corporation tax from 1 April
2008 are shown in the Table below.

The profit limits may be reduced for a
company that is part of a group or has
associated companies. The lower rates and
marginal reliefs do not apply to close
investment holding companies.

Capital Allowances

The following capital allowances details,
previously announced are:

CAPITAL ALLOWANCES

For 2009/10 onwards:
1. The writing down allowance (WDA) on

Plant & Machinery in the general pool
is reduced from 25% to 20% per
annum.

2. The WDA on Plant & Machinery Long
Life Assets in the general pool has
been increased from 6% to 10% per
annum.

3. The first £50,000 of qualifying
expenditure in a chargeable period
qualifies for the annual investment
allowance at 100%.

4. The WDA on integral features is 10%
per annum

IHT Rates and Reliefs

The following thresholds for IHT were
previously announced:

INHERITANCE TAX (IHT) THRESHOLDS

Year Nil Rate Band

2006-07 £285,000

2007-08 £300,000

2008-09 £312,000

2009-10 £325,000

2010-11 £35,000

For married and civil
partners, the above figures
can potentially be doubled
from 9 October 2007

Note: The rate
of IHT is 40%

IHT MAIN EXEMPTIONS

Exempt Amount

Annual gifts per donor £3,000 per year

Small gifts to same person £250

To non-domicile spouse £55,000 for life

To UK domicile spouse unlimited gifts

On marriage by either party
to the marriage £2,500

On marriage by parent of
either party £5,000

On marriage by remoter
ancestor of either party £2,500

On marriage by any other
person £1,000

To charities all gifts

To political parties all gifts

IHT CHARGE ON GIFTS WITHIN SEVEN
YEARS OF DEATH

Years between gift and
death

%age of death
rate charge

applied to gift

0 to 3 100%

3 to 4 80%

4 to 5 60%

5 to 6 40%

6 to 7 20%

CORPORATION TAX RATES

YEAR
TO 31
MARCH
2010

YEAR
TO 31
MARCH
2011

Companies
earning under
£300,000

From £1
to

£300,000
@ 21%

From £1
to

£300,000
@ 21%

Companies
earning between
£300,000 and
£1.5million:
First £300,000 21% 21%

Upper Marginal
rate (excess over
£300,000)

29.75% 29.75%

Companies
earning over
£1.5million:
Main rate 28% 28%
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If an estate includes UK woodlands, a claim
may be made to defer IHT on the value of
growing timber, subject to meeting certain
conditions. Generous reliefs are available on
'relevant business property'. Qualifying assets
can have their IHT values reduced
substantially (subject to meeting certain
conditions) as shown in the next Table.

BUSINESS PROPERTY RELIEF
Asset % Reduction

Business or interest in a
business

100

Land, buildings,
machinery or plant used
in a company you
control, or in a
partnership to which you
belong

50

Shares in an unquoted
AIM company

100

Shares in a fully quoted
company in which there
is control

50

Owner-occupied farms
and agricultural
tenancies (after 1
September 1995)

100

Interest of landlords in
let farmland

100

Stamp Duty Rates

The Chancellor made no new announcements
on the stamp duty land tax rates which are:

Interest on late payment of tax

STAMP DUTY LAND TAX RATES FROM 23 MARCH 2006 to
2 SEPTEMBER 2008 AND FROM 1 JANUARY 2010

Land in disadvantaged
areas

All other land in the UK

Rate Residential
Non-
residential Residential

Non-
residential

0%
Up to
£150,000

Up to
£150,000

Up to
£125,000

Up to
£150,000

1%

More than
£150,000 but
not more
than
£250,000

More than
£150,000
but not
more than
£250,000

More than
£125,000
but not
more than
£250,000

More than
£150,000
but not more
than
£250,000

3%

More than
£250,000 but
not more
than
£500,000

More than
£250,000
but not
more than
£500,000

More than
£250,000
but not
more than
£500,000

More than
£250,000
but not more
than
£500,000

4%
More than
£500,000

More than
£500,000

More than
£500,000

More than
£500,000

STAMP DUTY LAND TAX RATES FROM 3 SEPTEMBER
2008 to 31 DECEMBER 2009

Land in disadvantaged
areas All other land in the UK

Rate Residential
Non-
residential Residential

Non-
residential

0%
Up to
£175,000

Up to
£150,000

Up to
£175,000

Up to
£150,000

1%

More than
£175,000
but not
more than
£250,000

More than
£150,000
but not
more than
£250,000

More than
£175,000
but not
more than
£250,000

More than
£150,000
but not more
than
£250,000

3%

More than
£250,000
but not
more than
£500,000

More than
£250,000
but not
more than
£500,000

More than
£250,000
but not
more than
£500,000

More than
£250,000
but not more
than
£500,000

4%
More than
£500,000

More than
£500,000

More than
£500,000

More than
£500,000

INTEREST ON LATE TAX PAYMENTS

FROM 29/9/09

Income Tax, NIC & CGT
Stamp Duty and Stamp
Duty Reserve Tax

3%

CTSA, From normal due
date

3%

Inheritance Tax 3%
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Vehicle Excise Duty

Budget 2007 set out car VED rates for the next
three years to further sharpen the
environmental signals to motorists and to
continue to support the development of the low
carbon market.

2009-10
and

2010-11

2009-10 2010-11
Brand New
Cars - First
Year Rate
2010-11

£ per year VED band CO2

(g/km)
VED VED VED

A 100 and
below

£0 £0 £0

B 101 to 110 £35 £20 £0

C 111 to 120 £35 £30 £0

D 121 to 130 £120 £90 £0

E 131 to 140 £120 £110 £110

F 141 to 150 £125 £125 £125

G 151 to 165 £150 £155 £155

H 166 to 175 £175 £180 £250

I 176 to 185 £175 £200 £300

J 186 to 200 £215 £235 £425

K 201 to 225 £215 £245 £550

L 226 to 255 £405 £425 £750

M Over 255 £405 £435 £950
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Tax Calendar to the
end of 2010
2003SELF ASSESSMENT: The following dates apply to those who are employed, self-

employed, and all other taxpayers

30-Dec-09 For those with a tax liability of less than £2,000, if you file your self
assessment tax return on-line by this date, the tax office will adjust your
PAYE code (provided you are an employee) so that you can pay any tax
due for 2008/09 over time through PAYE, rather than as a lump sum on 31
January 2010.

31-Jan-10 If you were sent a 2008/09 tax return, this is the deadline for sending back
the completed return. This is also the deadline for paying the balance of
any tax that you owe for 2008/09.

Some people may have to make "payments on account". Each payment
will normally equal one half of the previous year's tax liability (after taking
off tax deducted at source and tax credits on dividends). The payments are
due on 31 January in the tax year and 31 July following the tax year.

Any Capital Gains Tax due for 2008/09 would be part of, or form, the
balancing payment due on this date.

If either the balancing payment for 2008/09 or first payment on account
for 2009/10 is not made by this date, then interest will be charged.

01-Feb-10 If you were sent a tax return for 2008/09, you will be charged a penalty of
£100 if HMRC has not received your return by this date.

28-Feb-10 If you have not made the balancing payment due for 2008/09 by this date,
an automatic 5% surcharge will be applied. The 5% surcharge does not
apply to late payment of the first payment on account for 2009/10.

05-Apr-10 The last day of the 2009/10 tax year.

31-May-10 By this date, your employer should have given you a Form P60 (pay and
tax details from employment) to assist you with the completion of your tax
return for the year ended 5 April 2010.

05-Jul-10 You must make a claim to HMRC for any new tax credits to which you are
entitled (in order to receive full entitlement).

06-Jul-10 If applicable to you, your employer must provide you with a copy of Form
P11D showing details of the benefits in kind provided to you or expense
payments reimbursed to you. Benefits in kind include, for example, the
provision of a company car.

31-Jul-10 Some people may have to make payments on account. Each payment will
normally equal one half of the previous year's tax liability (after taking off
tax deducted at source and tax credits on dividends). The payments are
due on 31 January in the tax year and 31 July following the tax year.

If you need to make a second payment on account for the tax year ending
on 5 April 2010, this is the date by which it should be made.

If you have still not made a balancing payment of tax for 2008/09 by this
date, you will be charged a second automatic 5% surcharge. The second
5% surcharge does not apply to late payment of the first payment on
account for 2009/10.

If you were sent a tax return for 2008/09 you will be charged a second
penalty of £100 if HMRC has not received your return by this date.

05-Oct-10 You must tell HMRC of any income or capital gains you have received in
the 2009/10 tax year, if you have not received a tax return. You have a
legal obligation to do this. HMRC may, or may not, need to send you a tax
return - some taxpayers will be able to pay the right amount of tax
through an adjustment to their PAYE code.

31-Oct-10 If you were sent a 2009/10 tax return, this is the deadline for sending back
the completed paper tax return. Paper tax returns must be filed by this
date if you want HMRC to collect any unpaid tax (of under £2,000) for
2009/10 through PAYE. For self assessment tax returns filed on-line, the
filing deadline is 31 January 2011.

30-Dec-10 For those with a tax liability of less than £2,000, if you file your self
assessment tax return on-line by this date, the tax office will adjust your
PAYE code (provided you are an employee) so that you can pay any tax
due for 2009/10 over time through PAYE, rather than as a lump sum on 31
January 2011.
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PARTNERS AND PARTNERSHIPS: The following are dates for Partners and
Partnerships

31-Jan-10 If you were sent a 2008/09 tax return, this is the deadline for sending back
the completed return.

This is also the deadline for paying the balance of any tax that you owe for
2008/09.

Some people may have to make "payments on account". Each payment will
normally equal one half of the previous year's tax liability (after taking off
tax deducted at source and tax credits on dividends). The payments are
due on 31 January in the tax year and 31 July following the tax year.

Any Capital Gains Tax due for 2008/09 would be part of, or form, the
balancing payment due on this date.

If either the balancing payment for 2008/09 or first payment on account for
2009/10 is not made by this date, then interest will be charged.

For members of a partnership or limited liability partnership, this is the
deadline by which the completed 2008/09 partnership tax return should be
sent back to HMRC.

01-Feb-10 If you were sent a tax return, you will be charged a penalty of £100 if
HMRC has not received your return by this date.

Where HMRC has not received the completed 2008/09 partnership tax
return by this date, each member of the partnership or limited liability
partnership will be charged a penalty of £100. This penalty applies even if
the member does not have a liability to tax for the year.

28-Feb-10 If you have not made the balancing payment due for 2008/09 by this date,
an automatic 5% surcharge will be applied. The 5% surcharge does not
apply to late payment of the first payment on account for 2009/10.

05-Apr-10 The last day of the 2009/10 tax year.

05-Jul-10 You must make a claim to HMRC for any new tax credits to which you are
entitled (in order to receive full entitlement).

31-Jul-10 Some people may have to make payments on account. Each payment will
normally equal one half of the previous year's tax liability (after taking off
tax deducted at source and tax credits on dividends). The payments are
due on 31 January in the tax year and 31 July following the tax year.

If you need to make a second payment on account for the tax year ending
on 5 April 2010, this is the date by which it should be made.

If you have still not made a balancing payment of tax for 2008/09 by this
date, you will be charged a second automatic 5% surcharge. The second
5% surcharge does not apply to late payment of the first payment on
account for 2009/10.

If you were sent a tax return for 2008/09, you will be charged a second
penalty of £100 if HMRC has not received your return by this date.

05-Oct-10 You must tell HMRC of any income or capital gains you have received in the
2009/10 tax year, if you have not received a tax return. You have a legal
obligation to do this.

31-Oct-10 If you want HMRC to calculate your 2009/10 tax liability, your paper
2009/10 tax return must be with them by this date.

The deadline for internet filed returns for 2009/10 tax returns is 31 January
2011.
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COMPANIES AND EMPLOYERS: The following are dates for companies and employers.

NOTE: Dates relating to companies only are highlighted in purple.

19-Nov-09 Monthly PAYE/NIC to 5 November 2009 due.

19-Dec-09 Monthly PAYE/NIC to 5 December 2009 due.

14 January 2010
(Companies only)

Due date for income tax due for the CT61 (Quarterly accounting) quarter to 31
December 2009.

19-Jan-10 Monthly PAYE/NIC to 5 January 2010 due.

02-Feb-10 Last day for notifying car changes in quarter to 5 January 2010 - Form P46
(Car).

19-Feb-10 Monthly PAYE/NIC to 5 February 2010 due.

19-Mar-10 Monthly PAYE/NIC to 5 March 2010 due.

31 March 2010
(Companies only)

End of Corporation Tax financial year.

Corporation tax return for the year ended 31 March 2009 to be filed by this
date to avoid £100 penalty (£500 for third consecutive default).

14 April 2010 (Companies
only)

Due date for income tax due for the CT61 (Quarterly accounting) quarter
to 31 March 2010.

19-Apr-10 Monthly PAYE/NIC to 5 April 2010 due. Any arrears of PAYE/NIC due for
the year ended 5 April 2010 to be paid by this date.

03-May-10 Last day for notifying car changes in quarter to 5 April 2010 - Form P46 (Car).

19-May-10 Monthly PAYE/NIC to 5 May 2010 due.

Employer's PAYE/NIC return P35 for the year ended 5 April 2010 must be with
HMRC.

31-May-10 Forms P60, showing pay and tax details, for the year ended 5 April 2010 should
be given to all current employees (and to ex-employees who request them).

19-Jun-10 Monthly PAYE/NIC to 5 June 2010 due.

1 July 2010 (Companies
only)

Corporation tax return for the year ended 31 March 2009, not filed before 31
March 2010, to be filed by this date to avoid a minimum £200 penalty (£1,000
for third consecutive default).

Tax geared penalties apply where returns are filed more than 18 months
after the end of the return period.

06-Jul-10 Copies of Forms P11D, showing details of the benefits in kind provided and/or
expense payments reimbursed, for the year ended 5 April 2010 must be
provided to all current employees (and to ex-employees who request them).

14 July 2010 (Companies
only)

Due date for income tax due for the CT61 (Quarterly accounting) quarter to 30
June 2010.

19-Jul-10 Monthly PAYE/NIC to 5 July 2010 due.

Employers Class 1A NICs on Relevant Benefits in Kind must be paid.

19-Nov-10 Monthly PAYE/NIC to 5 November 2010 due.

19-Dec-10 Monthly PAYE/NIC to 5 December 2010 due.

Dates that only apply to companies:

9 months after company year
end

Corporation Tax for the year to be paid.

10 or 9 months (7 or 6
months for PLCs) after
company year end

Company accounts for the year to be filed with Companies House.

For financial years beginning on or after 6 April 2008, the normal time
allowed for filing accounts has reduced from 10 months to 9 months for a
private company, and from 7 months to 6 months for public companies

12 months after company
year end

Company accounts for the year to be filed with HMRC, together with
Corporation Tax return Form CT600.

Annually on anniversary of
company incorporation

Annual Return showing details of Company Directors, Secretary and
Shareholders to be filed with Companies House, within 28 days together
with filing fee.Quarterly (unless monthly or

annual accounting opted for)
VAT Return to be filed with Customs & Excise, together with any VAT due,
by the end of the month following the end of the VAT quarter.
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Further Information
This guide is for general interest - it is always
essential to take advice on specific issues.
We believe that the facts are correct as at the
date of publication, but there may be certain
errors and omissions for which we cannot be
responsible.

If you would like to receive further
information about this subject or other
publications, please call us – see our contact
details on the next page.



Contact: JASON HOLDEN

Telephone Number: 0845 225 2845

Fax Number: 0870 432 0247

Email: advice@holdenassociates.co.uk

Website: www.holdenassociates.co.uk

We are a family run accountancy and business support practice led by Jason Holden who offer far
more than the traditional services you would expect from a firm of accountants.

So, whether you are starting up in business or would like a fresh approach to your existing
business, we are confident we can make a real difference to your future.

Our aim is to provide a range of tailor made services to all our clients, this is why we place great
emphasis on establishing close working relationships at an early stage. It is only by

understanding your needs are we able to provide the practical solutions to your problems.

We are always pleased to meet informally over a cup of coffee with new or potential clients,
and remember, we do not charge for initial meetings.


