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George Osborne delivered his second budget with his eyes firmly fixed on achieving
the fiscal correction to reduce the annual deficit to £29bn within the life of this
Parliament and that's despite downgrading the short term economic growth forecasts.

The budget itself was fiscally neutral, where the give aways and takes were matched
- it did include a few surprises and the reduction in higher rate corporation tax is
to be welcomed... no doubt the shift from personal trading vehicles to corporate will
continue as the 50% rate remains at least in the short term.  Indeed, the incentive
to exit the corporate regime or sell your business has an added boost with the
extension of lifetime capital gains tax limit qualifying for Entrepreneurs’ Relief to
£10m at an effective tax rate of just 10%.

We look forward with particular interest, not to see if we will have the opportunity
to establish our own corporate tax rate, as that now looks like a given, but whether
we will have the determination and agreement from the 'social economists' within
the Executive to fund the cost of cutting the corporate tax rate in Northern Ireland
is the question.  Our 'Block Grant' will remain, so the cost of funding any decision
on corporate tax rate reductions will have to come out of the 'pot' we're given...
that will be the interesting bit!

What should be remembered is that economic growth forecasts continue to be down
graded, and that is in a period where the effects of last autumn’s Public Spending
Review has yet to be felt… the global picture is showing signs of recovery, but ever
increasing oil prices and political instability could thwart the global recovery.

At the local level, some of the measures announced in the budget such as the
corporate tax rate and the R&D tax credits are to be welcomed - what's disappointing
is that planned increases in national insurance goes ahead as indeed does the
reduction in capital allowances and annual investment allowances.

The improved reliefs in relation to EIS schemes and VCT reliefs may provide incentive
to offer much needed capital for investment - but it's offering has been limited and
locally venture capital is not strong and the culture of uptake is weak.  Incentives
to regenerate the construction sector, the housing market or to ensure a more relaxed
availability of credit are absent - such initiatives were likely to have a greater impact
in kick starting our own recovery which is at best some way off.
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personal tax
PERSONAL ALLOWANCE

Personal Allowance for those aged under 65 will be increased to £7,475 from April 2011
and then increased further to £8,105 in April 2012. The basic rate limit will be reduced
to £35,000 in April 2011 with a further reduction to £34,370 in April 2012.

This is part of a long-term objective to increase the personal allowance for those aged
under 65 to £10,000.

The personal allowance continues to be reduced for anyone earning over £100,000.

All other income tax, personal allowances and limits that are subject to indexation will
in future years be increased in line with the retail price index.

50% TAX RATE

The Government announced that the 50% income tax rate which was introduced from
April 2010 will only be a temporary measure.

A sigh of relief by all, but no announcement was made on when this is proposed to
be removed.  We expect to hear more on this once HMRC quantify the revenues raised
from this tax increase when the first year's tax returns are filed by January 2012.

NATIONAL INSURANCE CONTRIBUTIONS

The planned increase of 1% for all classes of national insurance contributions will still go
ahead in April 2011.

It has been announced that the Government will consult on reforms to integrate the
operation of Income Tax and NIC and more details will be published later this year. The
aim will however be to remove distortions in the tax system, reduce burdens on businesses
and improve fairness for individuals.

As hoped, the Government will not extend NIC to individuals above state pension age
or to other forms of income such as pensions, savings and dividends.

A regime whereby tax and NIC run side by side based on much more closely aligned
rules would be welcome and would ease the burden on businesses and tax payers,
however, a fully merged tax and NIC system with a single combined rate of tax would
seem too complex to be resolved in our lifetime.  We also note that the timing of this
consultation fits with HMRC's proposals for Real Time Information.

APPROVED MILEAGE ALLOWANCE PAYMENTS

Any employee who currently uses their own vehicle for business purposes can be
re-imbursed up to 40p per mile tax free for the first 10,000 miles.  From April 2011,
this will increase to 45p.  The current amount of 25p per mile thereafter will remain.
Any individual paid less than this amount can claim tax relief on the difference.

This is a long overdue increase given the huge hikes in car running costs.

REVIEW OF NON-DOMICILE TAXATION

Further reviews will be undertaken for the taxation of non-domiciled individuals.
Existing rules mean that foreign income and gains are taxed if they are brought to
the UK.  This charge will be removed for any non-domiciles who remit foreign income
or capital gains to the UK for the purpose of commercial investment in UK businesses.

The existing annual charge for non-domiciles will be increased from £30,000 to
£50,000 for those who have been UK resident for 12 years or more and who wish
to retain access to the beneficial tax regime (the remittance basis).  The £30,000
charge will remain for those who have been resident for at least 7 of the past 9 years
and fewer than 12 years.

A statutory residence test is intended to be introduced for determining UK residency
status given the current complexity of the rules.

The Government intends to consult on these reforms with planned implementation
from April 2012.

The non-domicile rule should hopefully assist in the strategy for encouraging
investment into the UK by removing the disincentive to invest their income and
gains in UK businesses.

It was also welcome to note that there was no announcement to the 'deemed'
domicile rules that we had feared.

Current rules for residency are unclear and complicated so hopefully the new
rules will provide greater certainty for taxpayers.
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FURNISHED HOLIDAY LETS (FHL's)

Legislation will be introduced in Finance Bill 2011 to revise the tax rules for FHL's and
to extend the regime to the European Economic Area.  From April 2011, loss relief may
only be offset against income from the same FHL business.

To qualify in a year, a property must be available to let for at least 210 days and actually
be let for 105 days.  An election can be made for businesses meeting the actual threshold
in one year to be treated as having met the threshold in the following 2 years, provided
certain conditions are met.  This will be effective from April 2012.

EMPLOYER SUPPORTED CHILDCARE

Current Employer Supported Childcare schemes are often affected through a salary
sacrifice scheme.  This often results in lower paid employees dropping below the
National Minimum Wage threshold.  In practice, employees would typically preclude
lower paid employees from participating in the scheme so as to avoid NMW breach.

A new measure to be introduced in Finance Bill 2011 will relax the requirement for
childcare to be available to all by allowing employers to exclude lower paid employees
from the scheme.

GIFT AID

There have been several new measures introduced in Finance Bill 2011 which will
encourage charitable giving:-

From April 2011 the limits on any benefits given to donors by charities will be
relaxed for donations greater than £10,000.

The existing rule that the benefit must not exceed 5% of the gift will remain the
same but the overriding annual limit to the value of benefits a donor may receive
will be increased from £500 to £2,500.

The Self-Assessment Donate scheme will be withdrawn for tax returns for the
2011/12 tax year onwards.  The Scheme involves self-assessment tax payers directing
a repayment of tax due to a charity of their choice with the option of applying gift
aid to that donation.

From April 2013, charities that receive small donations of £10 or less will be able
to apply for a gift aid style repayment without the need to obtain gift aid declarations
for those donations.

The amount of small donations on which this new measure can be claimed will be
capped at £5,000 per year, per charity.

•

•

•

•

•

A new online system for charities to register their details for gift aid and to make
gift aid claims will be introduced in 2012/13.

The reduction on the administrative burden for charities in operating the gift aid
scheme will be welcome and the other measures will hopefully encourage more
people to give to charity.

PENSION REFORMS

As announced previously, the annual allowance for tax relief on pension contributions
for individuals will be reduced from £255,000 to £50,000 from April 2011 and the
lifetime allowance will be reduced from £1.8 million to £1.5 million in April 2012.
Further draft legislation has been published which will enable individuals to meet high
annual charges from their pension benefits. Individuals with charges above £2,000 will
be able to elect for their liability to be met from their pension benefit.

The requirement to purchase an annuity by age 75 will be removed.

The National Insurance contracted-out rebate applicable to defined benefit pension
schemes will be reduced from April 2012.

In terms of the State Pension, the Chancellor has noted that future revisions of the state
pension age will be linked to life expectancies, and a flat rate of state pension is proposed
for all.

Pension schemes still remain a tax efficient means for many people but still remain
under-utilised.  With people having to wait longer for their state pensions along
with an ageing population, the coming years will represent a great opportunity
for making tax efficient investments.

ISA’s

As previously announced, the ISA investment limit will increase from £10,200 to £10,680
in April 2011.

A new tax advantaged savings account for children, to be known as a Junior ISA will
also be introduced as intended.  The accounts are proposed to be available from autumn
2011 for any UK resident child who does not currently hold a Child Trust Fund.

The Junior ISA will benefit those families who have missed out on Child Trust Funds.

•



To account for the increase in R&D relief, the deduction available under the Vaccine
Research Relief scheme for SMEs will be reduced to 20% from 1 April 2011 and will
not be available to SMEs from 1 April 2012.

These measures are a positive move for small and medium sized companies carrying
on R&D activities with improved incentives and a simplification of the rules.

However, no changes have been made to the relief to allow it be claimed by
sole-traders or partnerships carrying on R&D activities.

CAPITAL ALLOWANCES

Businesses which incur capital expenditure on plant and machinery (except certain
assets such as cars and integral features) can opt for assets with a short life of less than
eight years (increased from four years) to be placed into a separate pool whereby
allowances can be calculated individually on the asset.  This allows balancing adjustments
to be claimed should the asset be disposed of within eight years.

This measure is welcomed as it means a broader range of assets can benefit from
the tax benefits of a single asset pool particularly if the asset depreciates quickly
and the investment is in excess of the Annual Investment Allowance (currently
£100,000 but due to decrease to £25,000 from April 2012).

The Enhanced Capital Allowances Scheme (ECA) for energy-saving technologies which
allows businesses 100% relief on expenditure incurred will be revised to include energy
efficient hand dryers.

Business premises renovation allowance which allows businesses to claim 100%
allowances has been extended for a further five years.

ENTERPRISE INVESTMENT SCHEME AND VENTURE CAPITAL TRUSTS

The rate of income tax relief under the Enterprise Investment Scheme (EIS) will increase
from 20% to 30%.  This measure will take effect for shares issued on or after 6 April
2011 subject to State aid approval.

It is also proposed to introduce legislation in Finance Bill 2012 to increase:

The thresholds for the maximum size of qualifying companies for EIS and
Venture Capital Trusts (VCT).  Currently to be classified as a qualifying company,
a company must have less than 50 employees and have gross assets of no more
than £7 million before the share issue and £8 million after the share issue.
These limits will be increased to less than 250 employees and the gross assets
to no more than £15 million before investment.
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business tax
CORPORATION TAX

The Main rate of Corporation Tax will be reduced by an additional 1% on top of the
1% previously announced in the June 2010 Budget. This will bring the Corporation
Tax rate down to 26% from 1 April 2011 with further annual reductions of 1% for a
further three years to reduce the rate to 23% by April 2014.

No further amendments were announced to the small companies' rate.  As announced
in the June 2010 Budget the rate will decrease from 21% to 20% from 1 April 2011.

The decrease in the revenues to the exchequer from the reduced Corporation Tax
rates will be offset by an increase in the bank levy.

Locally we await today's consultation paper and no doubt, it looks like we may have
the ability to set our own corporation tax rate.

The additional reduction in the Corporation Tax rate is a very welcome surprise
which will result in tax savings for companies with taxable profits greater than
£300,000.  The lowering of the Corporation Tax rate should also have a positive
impact on competitiveness and retaining companies in the UK.

Given the Government's objective of enhancing UK competitiveness, it is surprising
that they introduced an increase in the bank levy, which could deter banks from
being based in the UK.

RESEARCH & DEVELOPMENT TAX CREDITS FOR SMEs

The rate at which Research & Development (R&D) relief is given to SMEs will increase
from 175% to 200% for qualifying expenditure on R&D incurred on or after 1 April
2011. This will be further increased to 225% from 1 April 2012. These measures are
subject to State aid approval.

It is also proposed to simplify the relief by:

Abolishing the rule which caps the amount of repayable R&D tax credits for SMEs
to the total of its PAYE and National Insurance Contributions

Abolishing the £10,000 minimum expenditure requirement

Amending the rules relating to the relief for works done by subcontractors under
the large company scheme.

Legislation to introduce the above changes should be introduced from 1 April 2012
subject to State aid approval.

•

•

•
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CFC REFORMS

Some interim improvements have been announced to the Controlled Foreign
Company (CFC) regime in order to make it more competitive ahead of a full reform
of the rules in 2012.  These include exempting certain intra-group transactions and
aiding UK businesses acquiring overseas businesses and undertaking reorganisations
where there is no erosion of the UK tax base.  These interim measures have effect
for accounting periods beginning on or after 1 January 2011 and will impact on UK
companies with overseas subsidiaries.

OIL & GAS COMPANIES

Currently all oil and gas companies operating in the UK or on the UK Continental
Shelf are subject to a supplementary charge of 20% on any profits.  With effect from
24 March 2011 this rate will increase to 32% until such time as oil prices fall below
a price of US $75 per barrel (this price has yet to finally set) at which point the
charge may be reduced on a phased basis back to 20%.

This measure has been introduced to pay for some of the other measures
introduced in the Budget, and for this, it is extremely welcomed.

CORPORATE CAPITAL GAINS

Legislation will be introduced as part of Finance Bill 2011 to simplify the rules in
relation to the calculation of degrouping charges for companies. At present, where
a company leaves a group within six years of acquiring assets from another company
in the group a degrouping charge will arise to the company which is leaving.

It is now proposed that where a company leaves a group due to the shares in it
being sold, the exit charge will now arise on the seller.  Any exit charge arising will
be deemed to be additional consideration.  If the disposal of the shares satisfies the
conditions to qualify for substantial shareholdings exemption this will mean that the
charge will be exempt from tax.  This measure will take effect for transactions taking
place on or after the date the Finance Bill receives Royal Assent.

The pre-entry loss rules are also being relaxed which will make it easier for companies
to integrate new companies into a capital gains group.  Currently, pre-entry losses
can only be offset against gains on assets held by the company at the time it joins
the group or that it acquires after joining the group and which are used in a trade
carried on by the same company at the time it joined the group.  It is now proposed
this restriction will be removed as long as the trade continues somewhere within
the group.
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The maximum annual amount that can be invested in an individual company will
increase from £2 million to £10 million.

The annual amount that an individual can invest under EIS will increase from
£500,000 to £1 million.

These measures will take effect for shares issued on or after 6 April 2012, subject to
State aid approval.

This is a welcome measure which will benefit companies wishing to raise
finance as it opens up the relief to a significantly larger number of companies.
By giving greater Income Tax savings it also offers a greater incentive to
individuals to invest.

BUSINESS ENTERPRISE ZONES

The creation of 21 new Enterprise Zones has been announced for England.  Business
in these zones will benefit from discounts on rates, faster broadband and enhanced
capital allowances where there is a strong focus on manufacturing.  The first eleven
zones have been announced with a further ten to be announced in the summer.

The creation of the Enterprise Zones coupled with enhanced R&D reliefs makes
this a good news budget for high tech companies looking to establish in the UK,
and could help to rebalance the economy given some locational imbalances.

We hope to see some recognition for Northern Ireland in the consultation paper.

TAXATION OF FOREIGN BRANCHES

Currently UK resident companies are liable to Corporation Tax on their worldwide
profits including those arising to any foreign branches.  Credit is available for any
foreign tax suffered subject to a maximum of any Corporation Tax charged on those
profits in the UK.  The new proposals will now allow UK companies to make an election
to have all of their foreign branch profits exempt from UK Corporation Tax. The election
is irrevocable and if put in place no relief will be available for any foreign branch losses.
This measure aligns the tax treatment of foreign branches to those of foreign subsidiaries.

The proposals will have effect for accounting periods beginning on or after Royal Assent
to the Finance Bill.

This is extremely beneficial for companies where the profits of foreign branches
are subject to lower rates of foreign Corporation Tax than those in the UK.
It will benefit significantly those industries where branches are used as
opposed to subsidiaries for regulatory purposes.

•

•
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capital gains tax
CGT rates introduced in the 2010 Emergency Budget remain at 18% where total
taxable gains and income remain below the basic band rate, and 28% for gains
above this limit.

Gains qualifying for Entrepreneurs’ Relief will continue to be taxed at the 10% rate
with the Chancellor announcing a further increase in the life-time limit on capital
gains qualifying for Entrepreneurs' Relief (ER), doubling from £5 million to
£10 million, taking effect from 6 April 2011.

In addition, the annual allowance is set to increase to £10,600 with effect from 6
April 2011.

Revised legislation is to be introduced in Finance Bill 2012 to provide that the Capital
Gains Tax annual exempt amount will rise in line with the Consumer Price Index
instead of the Retail Price Index from 2013/14.

The CGT rates remaining at the current rates is welcome given the unfounded
speculation that CGT rates were set to rise to be in line with the Income Tax
rates of 20% & 40%.

The further increase to the life-time allowance for gains qualifying for Entrepreneurs’
Relief to £10 million is further confirmation of the Chancellor's commitment to
reward Entrepreneurial behaviour in order to drive growth within the economy.

However, we were disappointed to note that there were no changes to the
qualifying conditions for shareholders where they have to be an employee or a
5% shareholder to qualify for ER; this condition still deters investors from outside
the company.
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DEBT CAP RULES

The debt cap rules restrict the deduction of financing costs and exempt financing income
for tax purposes.  Consultations have been undertaken in relation to this and continue
to be ongoing.  Legislation is expected to be introduced in Finance Bill 2012.

TAX RELIEFS

Following a report issued by the Office of Tax Simplification, the Government announced
its intention to abolish 43 redundant tax reliefs with effect from next year.

These reliefs include:

Cycle to work days

Provision of meals

Late night taxis

Luncheon vouchers

It is proposed to abolish further reliefs after 2012 with final dates yet to be announced
including flat conversion capital allowances and disadvantaged areas relief.

•

•

•

•
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vat
REGISTRATION AND DE-REGISTRATION THRESHOLDS

From 1 April 2011 the VAT registration threshold will increase from £70,000 to
£73,000.  The de-registration limit will also increase from £68,000 to £71,000.

LOW VALUE CONSIGNMENT RELIEF

Under existing arrangements, low value consignment relief allows small value goods
imported from outside the EU to be relieved from VAT.  The threshold currently
stands at £18.  From 1 November 2011 this threshold is set to be reduced to £15.

REVALORISATION OF FUEL SCALE CHARGES

The Government has announced that scale charges have been amended to mirror
the change in fuel prices.  Businesses must use the new scale charges for any VAT
period starting on or after 1 May 2011.

VAT ON SAMPLES

As previously announced the VAT on samples legislation proposed for the Finance
Bill will still go ahead.  This will extend the relief to businesses providing samples
for marketing purposes, such that none of the samples are liable for VAT.

Previously the VAT exemption was restricted to one sample per recipient.  Any
businesses which have paid VAT on samples will now be entitled to claim a refund
going back four years.
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inheritance tax
The rates of Inheritance Tax remain unchanged at 20% on lifetime transfers and
40% on transfers on death.

The Nil Rate threshold continues to remain frozen at £325,000 per individual
(£650,000 per married couple or civil partnership) until April 2015.  The Government
has also announced that from 2015/16 the Consumer Price Index will be used as
the default indexation assumption.

The Government has announced that a reduced rate of Inheritance Tax will apply
when 10% or more of a deceased's estate (after deducting IHT exemptions, reliefs
and the nil rate band) is left to charity.  At the moment the current IHT rate on death
is 40%.  This will be reduced to 36%, with the new rate applying where death occurs
on or after 6 April 2012.

Encouraging gifts to charities is a key theme of this Budget, however, this is a
small measure which is not expected to make a dramatic impact.
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stamp dutyNEW VAT CHANGES (2012 AND BEYOND)

VAT fraud on imported road vehicles

From 2013 vehicles entering the UK for permanent use on UK roads will have
to be notified to HMRC online before the vehicle is registered with the DVLA.

Individuals and non-VAT registered businesses will be required to pay the VAT
at the time of notification.  VAT registered customers will continue to make
payment through their VAT return.

There will be an official consultation in May 2011 and legislation introduced in
Finance Bill 2012.

Mandation of online registration and tranche 2 online filing of VAT Returns

From 1 August 2012, the Government will make it compulsory for businesses
to register and de-register VAT through online services.  A further change will
also come into play with the VAT registration threshold for businesses not
established in the UK being removed.

The Government will mandate online filing of VAT returns and electronic payments
for the second tranche of existing VAT customers (with a VAT exclusive turnover
of under £100,000), for VAT periods beginning on or after 1 April 2012.

The Government will be releasing a consultation document in June.

STAMP DUTY LAND TAX

Legislation will be introduced in Finance Bill 2011 to provide relief for purchasers
of residential property who acquire more than one dwelling.

The rate of SDLT applied is currently based on the total “consideration” paid and
this includes single transactions involving more than one interest in land and “linked
transactions” between the same purchaser and vendor, often resulting in the
purchaser paying a higher rate of SDLT than those in a single transaction.

Where the relief is claimed, the rate of SDLT on the consideration is determined by
the mean consideration (i.e. the aggregate consideration divided by the number
of residential dwellings subject to a minimum of 1%).

This measure will remove a significant barrier to investment in residential
properties where large scale investors will be brought closer to the position of
an individual investor.  The introduction of this measure in conjunction with
the announcement of a £250 million new shared equity scheme fund to assist
first time buyers who wish to buy newly built properties, should bring a welcome
boost to the residential sector.

The review of the SDLT relief for first time buyers continues and the outcome will
be announced in the autumn.

STAMP DUTY

The Finance Bill 2011 will repeal Stamp Duty legislation that provides
exemptions for:

Certain assignments by seamen of wages;

Certain instruments relating to National Savings; and

Instruments relating to the sale or transfer of ships and vessels

These steps have been introduced on the recommendation of the Office of Tax
Simplification (OTS) to simplify the UK tax system and are not expected to have
any impact as the reliefs are now redundant.

•

•

•

•

•

•

•

•

•
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tax administration
RISK ASSESSMENT & HMRC POWERS TO GATHER DATA

Legislation will be introduced in Finance Bill 2011 to enable HMRC to collect data
for risk assessment and to provide a penalty if a person is aware of an inaccuracy
when providing information or documents.

A new safe guard has now been added so that where a notice requests documents,
they need only be provided if in the possession or power of the person to whom the
notice is sent.

The proposed new information power will differ from the existing information powers
in that it will apply for the purposes of relevant foreign taxes as well as UK taxes.
HMRC could therefore require information for the purposes of UK tax or with a view
to providing it to an overseas fiscal authority under exchange of information
arrangements.

New data gathering regulations will replace the existing bulk information reporting
requirements for financial institutions and employers to return details of interest and
other payments to HMRC.  If the new legislation follows what was proposed during
consultation there will be a new requirement for financial institutions to notify HMRC
of a customer's National Insurance number for new accounts.

Other data holders, such as local authorities and those holding data required in
connection with particular HMRC compliance campaigns (for example, NHS trusts
in relation to fees paid to health professionals) may be subject to bulk data requests.

It is hoped that HMRC will remain mindful of the compliance burden such bulk
data requests will impose on organisations.

SIMPLIFICATION OF REGULATORY PENALTIES

The Government will be publishing a consultation document in June 2011 which
will simplify the range of penalties that HMRC can impose for failure to comply with
regular obligations across the tax and duty regimes.

DISHONEST TAX AGENTS

Government consultation continues in respect of proposals which will allow HMRC,
with appropriate safeguards, to obtain the working papers of dishonest tax agents,
penalise them and publish their details on HMRC website.
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excise duties
FUEL DUTY RATES

The budget has introduced a “fair fuel stabiliser”, which means that the main fuel
duty rate will be reduced by 1p per litre, effective from 6pm 23 March 2011.
The inflation rise in fuel duty planned for next week is deferred until January 2012.

ALCOHOL DUTY

Duty rates as previously anticipated are to increase by 2% above inflation.
This duty will take effect on 28 March 2011.

TOBACCO DUTY

The duty rates for tobacco have been increased by 2% above inflation.
Hand rolling tobacco will increase the duty by an additional 10%.

AGGREGATES LEVY RATE

The previously announced Aggregates Levy rate increase from £2.00 to £2.10 will
now be deferred until 1 April 2012.  The Aggregates Levy credit scheme will now
be extended; registered operators in Northern Ireland could qualify for a levy credit
of 80% where they enter into an agreement to comply with the code of practice
for the aggregates industry in Northern Ireland.

RATES OF LANDFILL TAX

As previously announced the standard rate of landfill tax will increase by £8 per
tonne for disposals made on or after 1 April 2012.  This rise will continue to go
up every April by £8 per tonne up to April 2014.  The landfill tax will currently
stand at £56 per tonne.
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anti avoidanceTAX TRANSPARENCY FOR INDIVIDUALS

After consultations to take place this autumn, HMRC will develop and introduce a
new online tax calculator and downloadable applications by April 2012 to simplify
the administration of the tax systems.  This will allow tax payers to calculate their
expected annual tax and national insurance contributions and their overall effective
tax rate.

DIGITAL DEFAULT CONSULTATION

A consultation will take place in summer 2011 to review how to mandate the use
of the new online Registration Wizard for the main business taxes (Corporation Tax,
income tax, self-assessment, Class 2 NIC, PAYE and VAT).  It is anticipated that
mandatory use will come into effect between August 2012 and 2013.

DISCLOSURE OF TAX AVOIDANCE SCHEMES (DOTAS)

On 1 January 2011 a package of new measures was introduced to improve the
DOTAS regime.  The package included some refinements to the hallmarks (descriptions
of the scheme to be disclosed) to remove known loopholes.  The Government intends
to implement the remaining changes to the hallmarks in 2011/12.

These further changes to the hallmarks will target known avoidance risks,
primarily:

Schemes that seek to avoid income tax and NIC on employment income,

Schemes that incorporate off-shore transactions to avoid corporation tax, and,

Artificial loss schemes.

The disclosure regime will also be extended to include inheritance tax, with effect
from April 2011.

IR35

The Government has decided that it will retain IR35 rules for individuals who provide
services via an intermediary company.  However, to achieve simplification, improvements
will be made to its administration.

Many will be disappointed that IR35 remains however improved guidance is
welcomed.

•

•

•

This is a key focus of this Budget with the anti-avoidance legislation being
introduced in Finance Bill 2011 as listed below, with further consultations to take
place later this year.

Some key measures are as follows:

DISGUISED REMUNERATION

As announced in the June 2010 Budget and draft legislation published on 9th
December 2010, legislation will be introduced in Finance Bill 2011 to target
arrangements intended to disguise remuneration or avoid restrictions on pension
tax relief.

The legislation will have effect from 6 April 2011 and will ensure that where a reward
or loan is provided via a third party in connection with the employee's employment,
an Income Tax charge arises and the employer is required to account for PAYE.

Anti-forestalling provisions will apply between 9 December 2010 and 5 April 2011.

Regulations will be brought forward shortly to apply NICs to amounts chargeable
to tax under this measure.

With the introduction last year of the higher 50% Income Tax rate and increasing
National Insurance Contributions rates, this is bad news for businesses who may
wish to consider such methods to tax effectively reward their key employees.

SDLT  -  ANTI-AVOIDANCE

Legislation is being introduced in Finance Bill 2011 to take effect from 24 March
2011, subject to transitional rules to counter three SDLT planning arrangements on
property acquisitions.

The changes cover avoidance techniques that use the sub-sale rules, the Alternative
Finance reliefs and the rules for the exchanges of land, previously used in regards
to both residential and commercial property.

These anti-avoidance provisions will effectively reduce the number of SDLT
planning arrangements available to sophisticated property buyers, but other
planning opportunities will be available given the revised legislation in regards
to bulk-buying of residential properties.
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PROGRAMME OF REVIEW OF HIGH RISK AREAS & TAX POLICY MAKING

The Government has set out a programme of work to improve areas of legislation
that have been subject to repeated attempts at tax avoidance.  The first areas for
consideration will be income tax losses and authorised unit trusts.

The Government will consult in May 2011 on proposals to counter the continued
marketing of highly aggressive and artificial tax avoidance schemes, in order to
reduce the cash flow advantage arising from using such schemes.

Furthermore the Disclosure of Tax Avoidance Schemes (DOTAS) will be extended
so that the use of such schemes will carry consequences for the user, with one
possibility being a surcharge for late payment of tax.  Regulations are also to be
brought into effect from, 6 April 2011 to bring Inheritance Tax within DOTAS.

The Government is committed to considering the introduction of a General
Anti-Avoidance Rule (GAAR) to deter aggressive tax planning schemes.

The Government has also announced the circumstances in which it will be prepared
to announce a change in tax law that has immediate effect, other than at the Budget.

HMRC has re-enforced its intention to tackle tax avoidance schemes and with
the proposed ability to introduce immediate tax law reforms this will inhibit the
ability to affect sophisticated tax planning schemes.

FURTHER MEASURES

Legislation will be introduced to target companies avoiding corporation tax on
chargeable gains by using complex arrangements that seek to exploit the
“associated companies' exception” to the de-grouping charge.

Consultations will be undertaken in May 2011 on measures designed to improve
the effectiveness of existing capital allowances anti-avoidance legislation.

Further rules will be introduced to tackle avoidance in relation to accounting
de-recognition, group mismatches and functional currency changes.

Measures will be introduced to withdraw the option for a company with a leasing
business to elect out of the charge (the “sale of lessor company charge”) that
may arise on the change of ownership.

Legislation will be introduced to ensure that relief from tax is not given where
a claim is made under the UK double taxation treaties and where tax avoidance
arrangements have been made in relation to the claim.

Consultations will be undertaken on changing tax rules to limit the amount of
tax relief available to employers when they make asset backed contributions to
their defined benefit pension schemes, so that the tax relief accurately reflects
the increase in fair value of pension plan assets.

•

•

•

•

•

•
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Lower Rate       5%

Standard Rate       20%

Registration threshold       £73,000

Deregistration threshold       £71,000

VAT
   2011/12

Annual Allowance    £10,600    £10,100

Standard Rate    18%    18%

Higher Rate    28%    28%

Entrepreneurs’ Relief effective Rate       10%    10%

Entrepreneurs’ Relief lifetime limit of gains    £10,000,000 £5,000,000

CAPITAL GAINS TAX
   2011/12 2010/11*

* For gains on or before 22 June 2010, Capital Gains Tax is charged at a flat rate of
18 per cent. For gains on or after 23 June 2010, Individuals are charged 18% on gains
up to the basic rate band and 28% thereafter.

Threshold £325,000    £325,000

Death Rate 40%    40%

Transfers after
05/04/10

INHERITANCE TAX
Transfers after
05/04/11

 
Small profits rate    20%    21%

 • rate limit    £300,000 £300,000
    - marginal relief limit    £1,500,000 £1,500,000
    - marginal rate    27.5%    29.75%

All companies
(except those above)*    26%    28%

   FY 2011 FY 2010

CORPORATION TAX

* The 2011 Pre-budget Report announced that the main corporation tax rate will continue
to fall by 1% for the next 3 years.
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RATES & ALLOWANCES

Starting savings rate
(Savings income only)    10%  10%
On taxable income up to    £2,560  £2,440

Basic rate    20%  20%
On taxable income from
starting rate limit up to    £35,000  £37,400

Higher rate    40%  40%
On taxable income over    £35,001 - £37,401 -

   £150,000 £150,000

Additional rate    50%  50%
On taxable income over    £150,000 £150,000

INCOME TAX

Note 1 -  Personal allowance will be removed at a rate of £1 of the allowance for every
£2 over £100,000 until it is completely removed.

Note 2 -  These allowances reduce where the income is above the income limit for
age-related allowances (£24,000) by £1 for every £2 of income above the limit until
they reach the level of the personal allowance for those aged under 65.

Blind Person’s Allowance

    £1,980  £1,890

   2011/12 2010/11

Personal Allowance

Aged < 65 (Note 1)     £7,475  £6,475

Aged 65 or over in year of assessment (Note 2)    *£9,940  £9,490

Aged 75 or over in year of assessment (Note 2)    *£10,090 £9,640

PERSONAL TAXATION

Married Couples Allowance (10% Relief)

Elder spouse aged 75 or over
in year of assessment    £7,295  £6,965

*Age allowance income limit    £24,000  £22,900

Minimum allowance
where income exceeds limit    £2,800  £2,670

Dividends

Basic rate    10% 10%
On taxable income from
starting rate limit up to    £35,000 £37,400

Higher rate    32.5% 32.5%
On taxable income over    £35,000 £37,400

Additional rate    42.5% 42.5%
On taxable income over    £150,000 £150,000

   2011/12 2010/11

   2011/12 2010/11
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NATIONAL INSURANCE CONTRIBUTIONS

The reduced rate payable by certain married women and widows will be 5.85% on
earnings between £139.01 and £817 a week, plus 2% on earnings above £817 a week.

Employers can also benefit from rebate of 3.7% for salary related schemes and 1.4%
for money purchase schemes on earnings between £102 and £136 per week. A rebate
is also available of 1.6% on earnings from £102 to £139 per week to employees
(employers may also benefit if insufficient contributions have been paid).

Class 2: Self Employed Persons
£2.50 weekly contribution
A Certificate of Exception will be available where annual earnings are expected to be
less than £5,315

Class 3: Voluntary Contributions
£12.60 weekly contribution

Class 4: Self Employed Persons
9% on earnings between £7,225 and £42,475, plus 2% on earnings above £42,475

Not
Contracted

OutClass 1: Employed Earners

Weekly Earnings Employee  

Earnings up to £139.00

Earnings between £139.01 and £770.00

Earnings between £770.01 and £817.00

Earnings over £817.00

Employer

Earnings up to £136.00

Earnings between £136.01 and £770.00 

Earnings over £770

Salary
Related

Money
Purchase

Contracted-Out

Nil NilNil

12% 10.4%10.4%

2% 2%2%

Nil NilNil

13.8% 12.4%10.1%

13.8% 13.8%13.8%

12% 12%12%

INCOME TAX RELIEFS & INCENTIVES
   2011/12 Income
   (£) Tax Relief

Enterprise Investment Scheme (EIS)*       500,000        30%

Venture Capital Trust (VCT)         200,000        30%

Individual Savings Account (ISA)

   - Total Investment (max)          10,680

   - Stock & Shares Component (max)       10,680

   - Cash Component (max)           5,340

* The annual amount that an individual can invest under EIS is set to increase from £500,000
to £1,000,000 subject to state aid approval.
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0

1

3

4

5

Rate
%

Relevant Consideration (£)
Residential

0 - 125,000* (Note 1)

125,001* - 250,000

250,001 - 500,000

500,001 - 1,000,000

Over 1,000,000

STAMP DUTY

STAMP DUTY LAND TAX (SDLT)

The rates below apply to acquisitions of chargeable interests in land including
leases:

Transfer of Shares & Marketable
Securities 0.5%

0 - 150,000

150,001 - 250,000

250,001 - 500,000

Over 500,000

Note 1 - First time buyers for residential property purchases can claim relief from SDLT
up to £250,000 between 25 March 2010 and 25 March 2012.

* £150,000 for residential in disadvantaged areas.

0

1

3

4

Rate
%

Relevant Consideration (£)
Non-Residential

RATES & ALLOWANCES
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APPROVED MILEAGE RATES

Rate

45p

25p

5p

24p

20p

Cars / Vans

- First 10,000 Business Miles PA

- Excess over 10,000 Miles

- Each Passenger Making Same Trip

Motorcycles

Bicycles

Approved mileage rates for employees use of own vehicles for business travel.

Footnote

Whilst every effort has been made by Cavanagh Kelly to ensure the accuracy of the
information in this booklet, it cannot be guaranteed and neither Cavanagh Kelly nor
any related entity shall have any liability to any person who relies on the information
thereon.  If having read the guide, you would like to discuss further; one of our taxation
staff will be pleased to help you.
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PENSIONS
Earnings
Cap
(£)

  
2007/2008

2008/2009

2009/2010

2010/2011

2011/2012

Annual
Allowance
(£)

Lifetime
Allowance
(£)

112,800

117,600

123,600

-

-

225,000

235,000

245,000

255,000

50,000

1,600,000

1,650,000

1,750,000

1,800,000

1,800,000

If certain conditions are met you may be able to carry forward any annual allowance
(to a limit of £50,000) that you have not used from the previous three tax years
to the current tax year, so potentially £150,000 can be invested in the current tax
year without an annual charge to pay.

•  Petrol Cars emitting below 75g/km of CO2 – 5%

•  Petrol Cars emitting 75 - 120g/km of CO2 – 10%

•  Petrol Cars emitting 121 - 125g/km of CO2 – 15%

•  For each additional 5g/km of CO2  –  add 1%

•  Maximum benefit where CO2 at least 225g/km – 35%

The taxable car benefit for 2011/2012  is calculated as a percentage of the
car’s list price based on carbon dioxide (CO2) emissions as follows:

TAXABLE CAR & FUEL BENEFITS

A 3% Supplement applies to certain diesel cars, up to the maximum charge of 35%
of list price. From 6 April 2011 the diesel supplement is no longer waived if the car
achieves the Euro IV emissions standards and was registered before 1 January 2006.

Hybrid cars and those which run on Liquid Petroleum Gas (LPG) attract discounts
of 3% and 2% respectively.

There is a 2% reduction for cars able to run on E85 fuel, a mixture of 85%
bio-ethanol and 15% unleaded petrol.

The £80,000 cap on the list price of a company car will be abolished from 6 April 2011.

Fuel benefit for cars is calculated by applying the relevant car CO2  emissions
percentage to £18,800 from 6 April 2011.

The private use of vans attracts a scale charge of £3,000 pa.

Taxable fuel benefit for private use of a company van is £550 for 2011/12.

The appropriate percentage for electric cars for the purposes of company car tax
will remain at 0% for a further 4 years to April 2015.

The current flat rate for all electric vans will remain at nil for a further 4 years to
April 2015.

RATES & ALLOWANCES


