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Tax Data 2008/09

Income Tax

Personal Allowance: £5,435
Tax rates:

Savings to £2,320 @ 10%
Earned to £36,000 @ 20%,

All above £36,000 @ 40%,
Tax on UK dividends:

to £36,000@ 10%

above £36,000 @ 32.5%

National Insurance

Class 1 employers:

12.8% over £5,435

Class 1 employees:

11% on £5,435 to £40,040
plus 1% above £40,040
Class 4:

8% on £5,435 to £40,040 plus
1% on profits above £40,040
Class 2: £2.30 per week
Class 3: £8.10 per week

Capital Gains Tax
All gains taxed at 18%
Annual exemption: £9,600

Inheritance Tax

Nil rate band: £312,000
transferable to spouse on death
Excess taxed at 40% on death.

Pension Contributions

With no earnings: £3,600 gross
Otherwise: 100% of earnings.
Tax relief per year cap: £235,000
Pension fund cap: £1.65 million

Corporation Tax

Small co: 21% to £300,000
Marginal: 29.75% to £1.5 m
Large co: 28% over £1.5m

VAT turnover thresholds:
Registration over: £67,000
Deregistration under: £65,000
VAT schemes max turnover
Flat rate small bus’: £150,000
Cash Accounting:  £1.35m
Annual accounting: £1.35m

Tax free mileage rates

Own car:

First 10,000 miles 40p

Over 10,000 miles  25p

Company car (fuel only):
Petrol Diesel LPG

To1400cc 11p 11p 7p

To2000cc 13p 11p 8p

2000cc+ 19p 14p 11p

Budget 2008
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Delay for income shifting law

Our January newsletter warned of the crackdown on small
businesses that distribute profits to individuals who make unequal
contributions to the business. The Government refers to this
behaviour as ‘income shifting’.

Someone listened to
small businesses

Draft proposals to counter income shifting where it saves tax overall
were released for consultation in December 2007, and were
criticised as being completely unworkable. Fortunately someone in the Treasury listened and
the income shifting law will be delayed until at least 6 April 2009. Unfortunately we now
have another year of uncertainty for small businesses while taxation policy is redrafted.

Relief for Entrepreneurs

The Chancellor has confirmed a new capital tax relief will be available when you sell part or
all of your business, or shares in your own company, after 5 April 2008. For deals made after
that date taper relief and indexation allowance are lost, which increases the effective tax rate
from 5% (for basic rate taxpayers) or 10% (for higher rate taxpayers) to a flat 18% for all.

The new entrepreneurs’ relief restores the effective tax rate on the gain to 10%, before
deduction of your annual exemption or any capital losses. However, the relief only applies to
the first £1 million of gains made on and after 6 April 2008. Gains in excess of £1 million, or
which do not qualify will be taxed at 18%.

The disposal must also meet some tight conditions to qualify for entrepreneurs’ relief:

. The business must be ‘trading’ so property letting does not qualify, unless it is
furnished holiday lettings.

. A single business asset, such as a building, must be disposed of at the same time as the
associated business. Restrictions for ownership periods and non-business use will
apply.

. You must have held the business assets or 5% of the voting shares of the company for
at least one year before the disposal.

. Only shares in a company you have worked in, or been an officer of, for at least a year,
will qualify.

If you are planning to sell your business the new entrepreneurs’ relief may allow you to defer
the sale until after 5 April 2008, and still pay the same amount of tax.

Employee share schemes

Companies that use the Enterprise Management Incentive (EMI) share option scheme to help
attract and retain employees, will be able to issue share options worth up to £120,000 to each
employee from 6 April 2008. If the scheme is operated correctly the employees can acquire
shares free of income tax and national insurance. However, when the employees sell their
shares they are unlikely to qualify for entrepreneurs’ relief, so they will pay capital gains tax
at 18% on gains over their annual exemption.

This newsletter is written for the general interest of our clients and is not a substitute for professional advice. This edition was based on the HMRC

Budget documents of 12 March 2008, more information will be available when the legislation is published. Please contact Botting & Co Ltd for specific
advice before taking any action.
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Income tax changes

We were told last March that basic rate of tax
will drop from 22% to 20% on 6 April 2008
and the starting rate of 10% will go. But that
is not strictly true.

The 10% tax band has been abolished for all
income except for savings income. Most
people will pay 20% tax on all of their taxable
income up to £36,000 in 2008/09, and 40% on income above
that threshold. However, UK dividends are still taxed at 10%
up to £36,000 and at 32.5% above £36,000. The 10% dividend
tax credit means as a basic rate taxpayer you pay no additional
income tax on dividends.

Tax is not
that simple

Savings income is basically interest paid by banks and building
societies. It is taxed as a slice on top of your earned income but
before your dividend income. The first £2,320 of savings
income is taxed at 10%, if your other earned income hasn’t
already pushed you into the 20% rate.

Capital allowances and cars

The new Annual Investment Allowance (AIA), which gives
100% deduction for the cost of new equipment up to a total of
£50,000 per year, will come into effect from April. The cost of
assets not covered by the AIA is given tax relief by an annual
20% writing down allowance (WDA), or at 10% for equipment
that is an integral feature in a building.

Most small businesses won’t have to worry about claiming the
WDA on new equipment as the full cost will be covered by the
£50,000 AIA. However, you will need to claim the WDA for
equipment purchased before April 2008, which has not yet
been given full tax relief. This could be a pain as the amounts
of unrelieved costs get progressively smaller each year. Now
for accounting periods starting on or after 1 or 6 April 2008
(depending on the structure of your business) you will be able
to write off the full cost of old assets, where the total unrelieved
cost is £1,000 or less.

Example

In 2008/09 you take a salary of £5,435 and gross dividends of
£33,000 from your company. You also receive £2,000 in
gross interest from a savings account. Your personal
allowance of £5,435 covers your salary leaving nothing
taxable. The gross interest is taxed as the next slice of your
income, and falls within the savings income band of up to
£2,320, so is taxed at 10%. Your total taxable income
amounts to £35,000 (£33,000 + £2,000), which is within the
£36,000 limit for higher rate tax, so all of your dividend
income is taxed at 10%

EIS relief

The only income tax relief to be extended in the Budget is
EIS relief, available when an individual subscribes for EIS
shares. He can claim income tax relief of 20% of the amount
subscribed, up to a limit of £400,000. This caps the income
tax relief at £80,000 (20% x £400,000) for each tax year.
This income tax relief is increased to £100,000 on an
investment of up to £500,000 made from 6 April 2008.

The capital allowances system for {§
company cars is to be reformed from &XO
April 2009, not from April 2008 as we ————

had been lead to believe. The new system More smog less
will categorise all cars on the basis of their
CO, emissions.

tax relief

Low emissions cars will continue to qualify for a 100% first
year allowance, but the definition of low emissions will be
changed from CO, of 120g/km or less, to 110g/km or less
from 1 April 2008 (note the ecarlier year). High emissions
cars are those with CO, emissions of 160g/km or more and
will only qualify for a 10% WDA. All other cars will qualify
for a 20% WDA. This new system will lengthen the time
taken to get full tax relief for the cost of cars, particularly for
higher polluting vehicles.

Three cheers for VAT changes

Registration

If your business is not VAT registered you now have
more headroom for sales before you must register for
VAT. The compulsory VAT threshold is increased
from £64,000 to £67,000 from 1 April 2008. This
covers vatable sales in the previous 12 months, or sales
expected in the next month. You can register voluntarily for
VAT when sales are below this threshold. If your sales drop
below the deregistration threshold (£65,000 from 1 April 2008)
you can ask to be deregistered for VAT.

Small errors

As a VAT registered business you may make small errors in
your VAT calculations. If the total net error amounts to no more
than £2,000 you can work the under or over payment into your
next VAT return. If the VAT difference is more than £2,000 you

should write to the VAT office and confess.
Unfortunately this normally generates a demand for
interest on the late paid VAT. This error reporting
threshold will be raised to the greater of £10,000, or
1% of the reported turnover for the VAT quarter,
subject to a cap of £50,000. This will apply for accounting
periods beginning on and after 1 July 2008.

VAT claims

Where you have overpaid VAT, HMRC prevent you from
reclaiming overpayments for periods ending over three years
ago. The House of Lords has just ruled this three year cap is
illegal. You now have until 31 March 2009 to reclaim
overpaid VAT from periods before 4 December 1996 and
claim VAT on purchases for periods prior to 1 May 2006.
We can help you draft your claim.

Financial services are provided by Botting and Co which is regulated by the Financial Services Authority.




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



