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By the time

Introduction to the Emergency Budget 2010 you have read

By Nick Holmes this budget

nick.holmes@chavereys.co.uk briefing the Chavereys
country's debt CHARTERED

| will start by saying that by the time you have read this budget summary el have —

there will be another £1 million of UK debt, 3.5 minutes worth. - by

George Osborne took just 55 minutes to unveil the biggest package of _
spending cuts and tax increases in a generation. He described his Budget as

“tough but fair” announcing a 3 year freeze on child benefit, a 2 year freeze
on public sector pay and a 25% cut in public sector spending. What
commentators forgot to say is that the biggest package of spending rises
preceded this. In my considerable experience every binge isfollowed by a
hangover and the consequences of what you cannot remember the night
before. In our case not only have we got a stinker of a headache, we also lost amonth’s salary on
the roulette wheel, the wife has walked out and the police have just turned up in the front drive.
Where did it all go wrong and can we turn this around?

Haven’t you
paid your
fair share?

The package of announcements is designed to cut the structural budget deficit, the part of the hole
in public finances not expected to be repaired by economic recovery, to nil by 2015/16. The UK
overall debt levels are aso expected to have begun to fall by 2016. Current total borrowing stands
at £870bn or 62% of GDP.

Unemployment and inflation is forecast to continue to rise but to peak later this year before
starting to fall again. This should mean that interest rates will remain low for some time to come,
according to the powers that be. We will wait and see, my view is that inflation and rates will
increase far more rapidly than this. There will never be a better time to tie in to fixed interest rates.

There are, according to some, significant risks in this approach, there is no certainty that private
investment and spending will fill the gap left by the swingeing cuts. If it does not then the fragile
recovery could be jeopardised and a lengthy recession could ensue. Personally | believe thisisa
load of political clap trap, economies survive and thrive with industry and entrepreneurs, the UK’s
overhead istoo big and cutting needs to happen now.

You can learn alot from a person’s history and our current Chancellor is a man whose family
businessis run through corporate entities and it seems that this structure will get preferential
treatment over sole traders and partnerships. Thisiswhat he has grown up with. If any of you are
nosey enough | am happy to forward a set of his family company accounts, they make interesting
reading!

This Government and this budget (so far) look good for the sector. In this sector we can use
corporate entities and many of you reading this will already have a corporate entity in your
structure. | believe we need to watch where the Government go on capital allowances and just
make sure that relief is not abolished altogether on capital expenditure. My much wider concern
away from tax is the progression of inflation and in particular fuel price. | hope what followsis
useful, please email me or some of the named contacts if you have specific questions.
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Personal Taxation

by Clare Vinson
clare.vinson@chavereys.co.uk

From 6 April 2011 the tax free personal alowance for those aged under 65 will increase by £1,000
to £7,475. In order that only low earners benefit from this measure the level at which higher rate
Income Tax becomes due, currently £43,875, is expected to reduce to £42,375.

The upper limits for National 1nsurance Contributions will be reduced and brought in line with the
Income Tax limit.

Individual Savings Account limitswill be increased annually in line with the Retail Price Index.
Tax Credits

With effect from 6 April 2011 families with household income above £40,000, previously £50,000
will have their entitlements reduced.

The income disregard, for increases from one year to the next, will be reduced to £10,000 from
£25,000.

The rate of withdrawal for all entitlements will be increased to 41%.

The child element of the Child Tax Credit will be increased by an additional £150 over the
Consumer Price Index increase. The baby element of the Child Tax Credit will be removed.

For claims, after 6 April 2012, the backdating provisions will be shortened from three months to
one.

Capital GainsTax (CGT)

Aswas widely predicted from Wednesday 23 June 2010 there will be a higher rate of Capital
Gains Tax (CGT). Individuals, whose income and post 22 June 2010 gains exceed £43,875 for the
current tax year, may be liable to CGT of 28% on the excess gains.

Trustees and executors will be liable to tax at 28% on all gains arising from 23 June 2010.

Thetax on gains arising up to and including 22 June, no matter how large, will remain at 18%
assuming they do not qualify for Entrepreneurs’ Relief (ER).

The qualifications for obtaining ER remain unchanged, although the lifetime limit has been
substantially increased to £5 million, from £2 million. Thisis somewhat disappointing as we
would have liked a move away from the complex and rather narrow ER legidlation back towards
the business taper relief legislation that it replaced. This could still happen though over this
parliament.
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Despite some pre-budget concerns the Annual Exemption remains unchanged, at £10,100 for
individuals and £5,050 for trustees.

There will no doubt be detailed transitional rules but it would appear that simplification has won
the day and there will be no re-introduction of taper relief or indexation allowance. It isinteresting
to note that HMRC have specifically stated that an increase in the 28% rate for 2011/12 has not
been ruled out.

National I nsurance, Pensions and Sundry
By David Knight
david.knight@chavereys.co.uk

Employers will no doubt be disappointed that the increase in National Insurance Contributions
(NIC) of 1% for self employed, employees and employers will go ahead from 6 April 2011. The
level at which employers start to pay NIC will increase by £21 per week plus inflation which will
mitigate the rate increase. Generally this should be beneficial to those sectors employing relatively
lower paid employees.

The government also announced a three-year scheme to exempt new businesses in targeted
regions (excluding London and the South East) from up to £5,000 of class 1 employer NIC
payments, for each of their first 10 employees hired in their first year of business. There are likely
to be some restrictions for the agriculture and fisheries sectors.

The position on pension contributions for high earnersis still unclear. The government has
announced it isinclined to simplify the proposals, a blessing for those of us who have been
scratching our heads at their unnecessary complexity, due to come into effect from 2011. Thereis
as yet no detail on the alternative other than a promise to consult further with interested parties.

What does seem clear however isthat there will be reformsin this area and that tax relief islikely
to be severely restricted. The suggested approach is areduction in the annual alowance from its
current level of £255,000 to, in the region of, £30,000 to £45,000. The ‘quid pro quo’ for this
would be the removal of the nattily titled ‘ high income excess relief charge’ which would have
been used to remove higher rate tax relief for those with grossincome in excess of £150,000.
Presumably higher rate relief would remain intact? The interim anti-forestalling measures remain.

It has also been announced that the effective requirement for members of registered pension
schemes to purchase an annuity by age 75 isto be scrapped with effect from 2011/12. Interim
measures will be introduced so that those reaching 75 before then will be similarly exempted.

Inheritance Tax (IHT)

Nothing of note, certainly no increase in the nil rate band to £1 million, this remains at £325,000.
Notably there will be some consultation on bringing IHT on trusts within the Disclosure of Tax
Avoidance Schemes regime. This has most likely been prompted by the growing use of trusts to
reward employees in atax efficient manner.
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