[image: image1.jpg]".’ Beelams




Budget 2010 – A Summary

This was a very dull budget, but with an election looming, we didn’t expect any fireworks…Here’s a brief summary of items relevant to those of you in business and also personal tax clients. 

The issue I would draw your attention to is the new penalty regime for late payment of PAYE taxes – if you operate a payroll, payments need to be made by 19th of the following month, or penalties will be issued, but you will not be notified of the penalty until the following tax year….
	Subject
	2010/11
	2011/12

	Income tax
 
	Freeze on existing rates and allowances. 

Basic tax free allowances:

£6,475 for under 65’s  

£9,490 for 65-74yrs 

£9,640 for 75+

Restriction of personal allowances when income is in excess of £100,000 – Once you reach an income of £113,000 all of the under 65 allowance is lost.
50% income tax on income over £150,000. 

Tax rate 42.5% on dividend income.

	Income tax basic rate limit set as 2010/11

 

 

	Corporation tax
 
	Freeze on existing corporation tax rates 21% for small businesses

The extension of trading loss carry back from one to three years for losses up to £50,000 continues for company losses arising in accounting periods ending between 24/11/08 and 23/11/10

From 24/03/2010: no tax relief for “Close Companies” on the write off loans to participators.

Close companies are those controlled by five people or fewer.

	 Rise to 22%

	Capital gains tax
	Freeze on existing rates and allowances – Annual exemption of £10,100, which gives a couple with a jointly owned asset a tax free allowance of £20,200.
Entrepreneur's Relief  lifetime limit doubled to £2 million.

	 

	Inheritance tax
	Freeze on existing rates and allowances. Standard tax threshold £325,000 – a joint threshold of £650,000 for married coupes/civil partners.
The first £3,000 of lifetime transfers are exempt, plus any unused balance from previous year.
	£325,000 threshold fixed until 2014/15

	National Insurance
	No change to main rates.
Employees 11% and employers 12.8%

Self employed Class 2 £2.40/wk and Class 4 8% of profits

NI lower earnings limit will increase by £2 to £97 per week.

	Rates to increase by 1% 

	Capital allowances




	Annual Investment Allowance increased to £100,000, from £50,000
100% first year allowance on new zero emission commercial vehicle.
	 

 

 



	Furnished holiday letting (FHL)
	FHL no longer subject to special rules from 1 April 2010.

Some business will continue to qualify as a trade, if not, profits are assessed as property income.

	 

	R & D
	Research and Development (R&D): from 9/12/09 it is no longer a requirement for SMEs to own the Intellectual Property derived from their R&D expenditure.

	 

	VAT
	Registration threshold increases £68,000 to £70,000.

The deregistration threshold increases from £66,000 to £68,000.

Standard rate Vat rate increased to 17.5% on 1/1/10

Changes to flat rate scheme percentages

	 

	Salary sacrifice schemes
 
	Pensions: sacrifice ineffective in terms of pensions anti-forestalling rules from 9/12/09 on.
	

	Pensions 

 
	The annual allowance increases to £255,000.
The lifetime allowance to £1.8 million.

The Special Annual Allowance Charge restricts higher rate tax relief on irregular contributions made in 2009/10 & 2010/11, for those who have relevant income of £130,000 or more.

 
	The annual allowance and lifetime allowance frozen until 2015/16

Tax relief on employee pension contributions is restricted, or a tax charge will apply on employer contributions & defined benefit schemes for those who have relevant income in excess of £130,000. 
Tax relief will be tapered up to income of £180,000, and restricted to 20% if higher.

No deduction for Gift Aid in calculating relevant income.

	Company cars and vans

	All company cars and vans emitting zero CO2 will be exempt from company car tax for five years. 

Cars emitting between 1 and 75g CO2 per km will be subject to tax of 5 per cent of their list price for 5 years from 6 April 2010.

The lower threshold reduced, a 15% band applies when cars have emissions of 121kg CO2 per km and 134g CO2 per km.

	The £80,000 limit will no longer apply.


A new 10% band will apply when CO2 emissions are 99g/km or below.



	Cars and vans fuel benefit
	Car fuel benefit charge rises to appropriate percentage x £18,000 (2009/10 £16,900).
Van fuel benefit rises from £500 to £550

	 

	Stamp Duty Land Tax
	NEW residential threshold raised to £250,000 for first time buyers, from midnight 24/03/2010.

Various anti-avoidance measures (including transfers into partnerships).
	NEW rate increased to 5% for residential property worth £1 million or higher.

 

	Business rates
	NEW rates cut from October for small business.

Businesses with empty buildings with a rateable value below £18,000 will be exempt from business rates.

	 

	Tax compliance
	Reduced time limits for assessment and claims.


Business Payment Support Service or “time to pay” initiative has been extended indefinitely. Where a debt exceeds £1 million any application must be supported by an Independent Business Review.

New penalty regime applies to late paid PAYE & NICs. 
From 2010–11 HMRC will charge penalties if PAYE is paid late.

This includes payments for:

• tax

• National Insurance contributions (NICs)

• Construction Industry Scheme deductions

• Student Loan deductions. 

A penalty will be charged from May 2010 onwards. However, HMRC will not be sending out penalty notices for tax year 2010–11 until April 2011. 

Practically, this means that you could go for a whole year and be unware that you have attracted a penalty. It also means that you will have to be very careful to work out if any penalties are due when you cease trading or try and sell your business, or buy another business.

Penalties will apply if you are only a day late. As with the VAT penalty regime, these penalties could well put you out of business if you regularly have cashflow problems. 


CIS late penalties will be capped when they fall into the new regime.

Publication of names of deliberate defaulters.

	Penalties for tax agents (subject to ongoing consultation)

	International
	Foreign branches: ongoing review of the tax treatment of foreign branches with the possibility of a move to a UK tax exemption. No timeframe is given.

Controlled Foreign Company (CFC) reform: no changes were announced, however details on the proposed shape of the new CFC regime will be published in January. No start date is mentioned.

Worldwide debt cap: HMRC is still working on these rules with the aim of providing a fair means of agreeing tax relief for international companies who can structure their debt to take advantage of lower marginal tax rates. 

Offshore accounts: HMRC is considering a notification requirement for certain new offshore bank accounts as well as a consultation on a tougher approach to penalties for offshore non-compliance.


 Economic forecasts:
· Growth 1% to 1.5%. 

· Inflation 3%. 

· Interest rates predicted to remain low.

· Government borrowing this year £167 billion.

If you have any particular questions or wish to discuss any particular issues in more depth, please do get in touch.
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