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Employees

Company cars and fuel (Table C)

The taxable benefit on most company cars will increase slightly for 2008/09,
because the level of CO, emissions on which the minimum 15% charge is

based drops to 135g/km from 140g/km. This means that the charge for most

cars will increase by 1% of the original list price — unless they were already on

the maximum (35%), or are still below the minimum. 3% is still to be added to the
CO,-based figure for diesel cars. Cars with an emissions rating of up to 120g/km
will now qualify for a special low tax charge of only 10% of the list price.

There will be a more significant increase in the tax charge on the benefit of free
fuel provided by an employer for private motoring in a company car. The same
percentage rate applies as for the car benefit itself, but the fixed figure it is
multiplied by rises from £14,400 to £16,900. The taxable benefit on a car with a
I35g/km rating has therefore risen from £2,160 to £2,535, and the maximum
benefit has risen from £5,040 to £5,915 (a 17% increase).

Over the next few years, there will also be changes in vehicle excise duty and
other measures to encourage the use of lower emission cars.

Consider the future tax rates when choosing
a company car.

Enterprise Management Incentives

This tax-favoured employee share option scheme has up to now been restricted
to shares with a value of £100,000 and companies with a gross asset value of up
to £30m. For options granted from 6 April 2008, the value limit rises to £120,000.
A new restriction on the size of the company — fewer than 250 employees — will
apply from Royal Assent to the Finance Act, probably at the end of July.

Savings

Pension contributions (Table B)

The maximum amount of a tax-efficient pension fund from which benefits are
drawn in 2008/09 is £1.65m. The maximum employer contribution to a pension
fund that will enjoy tax relief is £235,000; if an employee or self-employed person
contributes personally, tax relief will be available on a gross premium of up to
100% of current year earnings up to the same £235,000 annual limit.
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The drop in the basic rate of income tax to 20% will lead to an increase in some
personal pension contributions. These are normally paid net of basic rate tax, so
the premium has been 78% of a gross amount — this will rise to 80% of the gross
figure from 6 April. A higher rate taxpayer will still enjoy 40% tax relief overall, but
the higher rate relief will come later through the tax return.

Individual Savings Accounts (ISAs) and Personal
Equity Plans (PEPs)
The rules for ISAs and PEPs change significantly on 6 April 2008, as announced
last year:

o “Mini and maxi ISAs” are abolished.

e Up to £3,600pa can be invested in a “cash ISA”.

-

e Up to £7,200pa, less what has been invested in cash, can be invested in a
“stocks and shares ISA” with the same or a different provider.

e Existing cash mini-ISAs, TESSA-only ISAs and the cash component of maxi-ISAs
will be converted to cash ISAs.

e Existing stocks and shares mini-ISAs, the share component of maxi-ISAs and
PEPs will be converted to stocks and shares ISAs.

Investors will be permitted to move money from cash ISAs to stocks and
shares ISAs.

TAX TIP

o

4
“
I

The tax breaks on ISAs are particularly beneficial
to 40% taxpayers.

Enterprise Investment Scheme (EIS)

Investment in new shares in small trading companies can qualify for 20% income
tax relief. The annual limit on investment rises in 2008/09 to £500,000 (2007/08:
£400,000). EIS investments also allow the deferral of charges on capital gains. The
annual limit does not apply to deferral relief.

Foreign shares

Dividends on UK company shares are liable to tax at the basic rate of 10% or
higher rate of 32.5%, but they come with a 10% tax credit which covers all or part
of the liability. Foreign share dividends have been taxed at the same rates, but up
to now have not enjoyed a tax credit. From 6 April 2008, most dividends from
foreign companies received by UK taxpayers will also be treated as entitled to a
10% credit against the tax liability. This cannot be reclaimed by a non-taxpayer.
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Capital Gains Tax

Annual exemption

The annual exemption for individuals has been increased to £9,600 for 2008/09
(2007/08: £9,200). Trustees receive half this figure (£4,800 for 2008/09; £4,600 for
2007/08), although this may be shared between trusts which have been set up by
the same person.

Major reform of the tax

As announced in the Pre-Budget Report in October, the following major changes
will take effect for disposals on or after 6 April 2008:

e abolition of taper relief, which since 1998 has reduced the chargeable gain
based on the length of ownership and has reduced the effective rate of tax on
business assets to 10%.

e abolition of indexation allowance, which was added to the cost of assets
owned since before 1998 to allow for the effect of inflation — this has been
frozen at the 1998 figure since then, but even the frozen figure will disappear
in 2008/09.

e introduction of a single flat rate of 18% to replace taper relief, indexation
allowance and the charging of gains at the taxpayer’s marginal rate of income
tax (10%,20% or 40%).

e changes to the tax treatment of assets that have been owned since before 31
March 1982 — in future, only the market value at 31 March 1982 will be used
to compute gains, and the original cost will be ignored altogether.

A number of plans have been put forward as ways of preserving the benefit of
some of the reliefs before they are abolished. The Budget did not include any
measure to close this planning down.

The changes will allow a very significant simplification of the rules for computing

gains on shares and securities. In most cases shares in the same company will be
“pooled together” and treated as a single asset from which disposals are taken at
average cost.

Many other aspects of CGT — for example, the exemption of the only or main
residence and the deferral of gains using reinvestment in Enterprise Investment
Scheme shares — remain unchanged. The taxation of gains of companies is also
unaffected, as they pay corporation tax rather than CGT.

If you are about to lose indexation or a high rate of
taper, take advice on action before 5 April 2008.
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Income Tax Rates and Allowances

Table A Allowances and Reliefs

2008109 2007/08
Allowed at top rate of tax
Personal Allowance £5,435 £5,225
Personal Allowance (65 — 74)* 9,030 7,550
Personal Allowance (75 and over)* 9,180 7,690
Blind Person’s Allowance 1,800 1,730
Allowed only at 10%
Married Couple’s Allowance (65 — 74)*+ 6,535 6,285
Married Couple’s Allowance (75 and over)*+ 6,625 6,365
Income limit for age-related allowances 21,800 20,900

+only available if born before 6th April 1935

*Age allowances are reduced £| for every £2 by which income exceeds the income limit, until
the age allowance is reduced to the normal allowance. Personal allowance is reduced before
married couple’s allowance. MCA is reduced to a minimum of £2,540 (2007/08: £2,440).

Bands 2008/09 2007/08
Starting * £2,230
Basic £36,000 next 32,370
Higher over 36,000 over 34,600

* Starting rate band within basic rate band for savings income only: £2,320.

Rates differ for General, Interest and Dividend income within each band:

Rates 2008/09 2007/08

G | D G [ D
Starting N/A 10% 10% 10% 10% 10%
Basic 20% 20% 10% 22% 20% 10%
Higher 40% 40%  32.5% 40% 40%  32.5%

General income (salary, profit, rent) uses starting rate and basic rate bands before savings
income. Dividends are taxed as the ‘top slice’ of income.

Table B Pension Contributions

The maximum annual tax efficient gross contributions (up to age 75) in 2008/09 are:
— individuals: £3,600 or 100% of earnings to £235,000

— employers: £235,000 less employee contributions

Maximum tax efficient fund (lifetime allowance) where benefits are taken in 2008/09: £1.65m.
Only current earnings count for the 100% limit. It is no longer possible to use prior earnings
or to carry back contributions to earlier years.
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Table C Benefits in kind
Car Benefit Assessment 2008/09

Charge based on a percentage of the initial list price of the car; the percentage depends on
the carbon dioxide emission ratings of the car, if it has one. For older cars without a rating,
the percentage depends on engine capacity.

For 2008/09 the percentage for a petrol engine is 15% for ratings from [21g/km - 135g/km.
The percentage increases by 1% for every complete 5g/km in excess of this (i.e. at 140,145 etc),
to a maximum of 35%. Diesel cars have 3% added to this figure, but still have a maximum
percentage of 35%.A new lower rate of 10% (13% diesel) is available for cars with a rating up
to 120g/km.

Car Fuel Assessment

The benefit is calculated using the same percentage as that used for the car benefit, applied
to a standard figure of £16,900 (2007/08: £14,400).

The taxable amount is therefore between £1,690 (10% — min.) and £5,915 (35% — max.).

National Insurance Contributions
Table D Rates and limits for 2008/09

Class | Weekly Monthly Yearly
Primary Threshold — employees £105 £453 £5,435
Upper Earnings Limit — employees £770 £3,337 £40,040
Secondary Threshold — employers £105 £453 £5,435
Employer’s Contribution Contracted In Contracted Out
Salary Money

related purchase

scheme scheme

On earnings up to threshold Nil Nil Nil

On earnings between threshold
and upper earnings limit 12.8% 9.1% 11.4%

On earnings above upper
earnings limit 12.8% 12.8% 12.8%

Employee’s Contribution

Contracted in: | 1% on earnings between lower and upper limits, 1% above upper limit.
Contracted out: 9.4% on earnings between lower and upper limits, |% above upper limit.

Earnings over £90 per week qualify for benefit,and must be reported under PAYE, but no NICs
are payable until earnings exceed £105 per week.

The reduced Class | rate payable by certain married women and widows is 4.85% for earnings
between £105 and £770 per week, |% above £770 per week.

Class 2 (Self-employed) Earnings over £4,825 per year £2.30 per week
Class 3 (Voluntary) No limit applicable £8.10 per week
Class 4 (Self-employed) Profits between £5,435 and £40,040 8%

Profits above £40,040 1%

This booklet is prepared for guidance only.We recommend that you contact us before acting on any information
contained in the booklet and we cannot accept responsibility for any action taken without such advice.
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April 2008 May 2008
S

M T w T F S S M T w T F S
1 2 3 4 5 6 | 2 3

7 8 9 10 Il 12 I3 5 6 7 8 9 10 Il
14 I5 16 |7 18 19 20 12 I3 14 I5 16 17 18
21 22 23 24 25 26 27 19 20 21 22 23 24 25
28 29 30 26 27 28 29 30 31
I New capital allowance rules apply to companies 3 Employers submit P46(car) form showing quarter’s
5 End of tax year. Cut-off for income and gains changes to company cars.

between 2007/08 and 2008/09. 19 Employers pay PAYE for month April 2008.
6 New capital allowance rules apply to income tax trades 19 Employers submit 2007/08 year end returns to
19 Employers pay PAYE for quarter or month Revenue: P14, P35, P38. P38A.

March 2008. 31 Employers send 2007/08 P60 to employees.

19 ‘IR35’ tax due.

June 2008 July 2008

M T w T F S S M T w T F S S
| I 2 3 4 5 6
2 3 4 5 6 7 8 7 8 9 10 Il 12 I3
9 10 Il 12 I3 14 I5 14 I5 16 17 18 19 20
6 17 18 19 20 21 22 21 22 23 24 25 26 27
23 24 25 26 27 28 29 28 29 30 31
30
19 Employers pay PAYE for month May 2008. 5 Deadline for Tax Credit claim to commence from
30 Last day for UK business to claim VAT incurred in start of 2008/09.
other EU countries under 8th Directive for 2007 6 Employers send P9D, PI 1D and Form 42 share
calendar year scheme returns to Revenue, P11D to employees.

19 Employers pay PAYE for quarter or month June 2008.

19 Employers pay class | A NIC for 2008/09.

31 Deadline for payment of second instalment of
2008/09 tax. Revise existing Tax Credit claim.

August 2008 September 2008

M T W T F S S M T w T F S S
I 2 3 I 2 3 4 5 6 7
4 5 6 7 8 9 10 8 9 10 I 12 13 14
Il 12 I3 14 15 16 17 I5 16 17 18 19 20 21
18 19 20 21 22 23 24 22 23 24 25 26 27 28
25 26 27 28 29 30 31 29 30
I 1f 2006/07 tax return not filed, further £100 penalty. 19 Employers pay PAYE for month August 2008.
2 Employers submit P46(car) form showing quarter’s 30 File 2007/08 return in paper format to take
changes to company cars. advantage of Revenue calculation and coding

19 Employers pay PAYE for month July 2008. out of employment income underpayments.
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October 2008

M T w T F S S

| 2 3 4 5
6 7 8 9 10 I 12
13 14 I5 16 17 18 19
20 21 22 23 24 25 26

27 28 29 30 31

I Corporation tax payday for companies with
31 December 2007 year end.
5 Deadline for notifying HMRC if income tax is due for
2007/08 and no tax return received.
19 Employers pay PAYE for quarter or month September
2008, also PAYE Settlement Agreement for 2007/08.
Deadline for filing 2007/08 income tax and CGT
return in paper form.

December 2008

3

M T W T F S S
I 2 3 4 5 6 7
8 9 10 Il 12 I3 14
I5 16 17 18 19 20 21

22 23 24 25 26 27 28
29 30 31

19 Employers pay PAYE for month November 2008.

30 File 2007/08 return online to take advantage of
Revenue calculation and coding out of employment
income underpayments up to £2,000.

31 Corporation tax filing deadline for companies with
31 December 2007 year end.

February 2009

M T w T F S S

|
2 3 4 5 6 7 8
9 10 Il 12 I3 14 I5
l6 17 18 19 20 21 22

23 24 25 26 27 28

2 Employers submit P46(car) form showing quarter’s
changes to company cars.
19 Employers pay PAYE for month January 2009.
28 Deadline for payment of balance of 2007/08 tax
to avoid surcharge.

November 2008

M T \4 T F S

\ 2
3 4 5 6 7 8
[0 11 12 I3 14 I5 16

17 18 19 20 21 22 23
24 25 26 27 28 29 30

2 Employers submit P46(car) form showing quarter’s
changes to company cars.
19 Employers pay PAYE for month October 2008.

January 2009

M T w T F S S

1 2 3 4
5 6 7 8 9 10 I
1213 14 I5 6 17 18
19 20 21 22 23 24 25

26 27 28 29 30 31

I Corporation tax payday for companies with
31 March 2008 year end.

19 Employers pay PAYE for quarter or month
December 2008.

31 Online filing deadline for 2007/08 income tax and
CGT return. Deadline for payments to avoid interest.
Companies affected by IR35 to file finalised P14
for 2007/08.

March 2009

M T wW T F S S

I
2 3 4 5 6 7 8
9 10 I 12 I3 14 I5
e 17 18 19 20 21 22

23 24 25 26 27 28 29
30 31
19 Employers pay PAYE for month February 2009.

31 Corporation tax filing deadline for companies with
31 March 2008 year end.
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