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Last summer was frenetic. We had known for some time 

that our office lease at Parkville House in Pinner was not 

to be renewed at the end of March 2007. But, when ou r 

landlords sprang on us that they planned to start t o 

redevelop the building in September 2006 and that w e 

may find it impossible to continue to carry on busi ness 

there, we were forced to precipitate our search for  new 

premises. 

Having practised in Pinner for 

over thirty years, we would have 

preferred to remain but it was 

not to be. Our feelings changed 

however when we visited what 

became our present home at 4 

Churchill Court. The office suite 

is modern, on the ground floor 

and with facilities for the 

disabled. It is almost exactly 

opposite the entrance to North 

Harrow Tube station, just one 

stop from Pinner and boasts 

parking spaces for visitors.  

Unfortunately, the circumstances did not permit us to 

take our time. We had to rewire for telephone and 

Ethernet, deconstruct and reconstruct furniture and  

equipment and pack, move unpack and restore.  

Amazingly, it went well but our telephones and 

broadband connections could not be linked up for a 

week. Fortunately we had cell phones and domestic 

broadband to fall back on. 

Local people in North Harrow have been both 

welcoming and supportive. We have better facilities  

than we had before and have increased our staff. We  

look forward to providing an improved service to ou r 

clients during the forthcoming years. 

�����
�����		���
As always, we take the opportunity of the Budget to 

package additional information that we feel may be 

instructive, protective or stimulating to our clien ts. There 

should be something for everyone. 

����
�������������	�
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Always check with us before doing so. The vast major ity 

of clients employing 

computerised accounting 

systems use one or another 

version of Sage. It is Sage’s 

practice periodically to 

encourage their customers 

to ‘upgrade’, carefully 

altering the data structure 

so that although the client’s 

data can be converted to 

the new format, the reverse 

is not true. Thus if you send 

us your data in order to 

prepare annual Accounts, there is no guarantee that we 

will be able to read it. By checking with us, you ca n be 

sure to remain in step. 
 

�������� ���������������
Until recently tax inspectors could only receive ‘t eam 

bonuses’ but HM Revenue & Customs have now 

confirmed that for the first time they are receivin g 

individual bonuses. These incentives are intended t o 

reduce the substantial under-payments by what are 

now called customers (they used to be called 

taxpayers).  
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SEE PAGE 7 FOR DETAILS 
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According to the Daily Mail 3 rd January 2007 an HM 

Revenue & Customs spokesman said, “Staff bonuses 

are not paid in return for a tax crackdown. The wor k of 

HM Revenue & Customs staff is assessed on a range of 

criteria. We consider important factors such as 

judgement and decision making skills”. 
 
Yeah Right! 
 
����
���	�	�����
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The following is based upon a set of genuine 

circumstances: 
 
�
!�"����#	���

“So Mr Jones we have established that you have a 

holiday home in Jersey and a bank account there. I 

believe that you also have a credit card account ba sed 

there as well”. 
 
�
!�$
����

“I do, but I hardly use it”. 
 
�
!�"����#	���

“Even so, may I please see the statements? “ 
 
�
!�$
����

“I don’t bother to keep them. Anyway there were only  a 

few insignificant transactions on them” 
 
�
!�"����#	���

“ Well, may I please see the next statement?” 
 
�����%��&��'
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�
!�"����#	���

“Thank you for the information that you sent me 

including the credit card statements, I can see tha t as 

you say there are only a few insignificant transact ions 

on the statement, but can you explain how you have 

managed to accumulate so many air miles?” 
 
The moral to this story is that HM Revenue & Customs 

have as equal a supply of Smart Alecs as the rest of  us. 

�
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During a recent tax enquiry we discovered that 

Customs officers had visited a client restaurant an d 

ordered meals paying in cash and retaining the bill s. 

When the enquiry was subsequently launched, this 

information was used to try and prove that cash inc ome 

was being suppressed. They were disappointed as the  

records in this instance tallied completely. 
 
Another enquiry to an Estate Agent involved Inspector s 

looking at the details of various properties that h ad 

passed through the agency’s hands. What became 

apparent was that lists had been obtained from the sign 

posters who had been contracted to erect For Sale 

signs outside the properties being offered for sale . 
 
What increasingly comes across as we deal with tax 

enquiries is that the officers are far better train ed and 

far better equipped to do their job than they were years 

ago. We are constantly urging clients to improve th eir 

systems to ensure that they are as water tight as 

possible because the selection of taxpayers to be 

investigated is completely unpredictable. 

��
��������������
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Suppose that you work in an industry that has 

customarily used self employed subcontractors rathe r 

than employees. As a result of a tax enquiry HM 

Revenue & Customs determine that one or more of the 

self employed subcontractors ������  have been 

classed as employees and demand from you the PAYE 

and NIC that has not been paid up on their now 

deemed salaries.  
 
After overcoming your shock, no doubt you would 

expect to be granted a credit in respect of the inc ome 

tax and NIC that your new employees would have paid  

in their capacity as self-employed subcontractors. You 

would be wrong! 
 
Whereas the employee could recover any tax or NIC 

that they mistakenly paid, they would be under no 

obligation to repay it to you. The only way in whic h you 

could recover the tax would be if your 

subcontractor/employee agreed for it to be repaid t o 

you. The chances of that happening are likely to be  very 

low indeed. 
 
The seminal case is Demibourne Ltd v HM Revenue & 

Customs (which was held before the Special 

Commissioners). 

$���#�����$��)
	��(������#��(������
It is widely understood that if an individual dispo ses of 

their only or main residence, there is an automatic  

exemption to capital gains tax. In the past we have  

often been asked if a client uses part of their PPR for 

business purposes, will that part lose its eligibil ity to this 

exemption? 

 

After consultation with what was then the Inland 

Revenue, it was agreed that where General Rates (later 

council tax) were claimed, that would be an indicat ion 
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that this was to be treated as business premises, b ut 

where they were not claimed, and the area concerned  

was not used exclusively for business, the exemptio n 

would still apply. 
 

The huge increase in home working activities, and t he 

Government’s 

encouragement for this 

to continue 

(presumably to 

minimise carbon 

dioxide omissions 

arising from motor 

vehicle travel), may 

have influenced them 

in relaxing the rules 

further and permitting 

a proportion of the 

council tax to be 

claimed without 

prejudicing the PPR 

exemption. 

*���������
����(������+������
The Special Commissioners have rejected a claim tha t 

a property letting business was eligible for busine ss 

asset taper relief. The Commissioners stated that it was 

settled law that although the activity of letting f urnished 

flats or rooms might be a business it was not a tra de. 

+��,	�-������	�����
��	
��
�����
�#���
If items required for use in a business are not cle arly 

identified within a bookkeeping system, it is quite  

possible that valuable capital allowances may be lo st. 

For example where a new property is constructed for  

business, items that can be classified as ‘Plant an d 

Machinery’ under the Taxes Act may attract a 50% fir st 

year allowance and subsequently a 25% annual 

allowance, whereas the building itself may only att ract a 

4% Industrial Buildings Allowance. 
 

To avoid missing out on these allowances it is essential 

that the invoice or contract under which the proper ty 

has been acquired clearly specifies what equipment is 

to go into the building and values it separately. 

 

Similarly 100% first year allowances are now available 

for businesses that invest in designated energy – 

saving Plant and Machinery. Where a business 

acquires an item of Plant and Machinery that might fall 

into this category, it might be worthwhile checking  with 

us to see whether the 100% first year allowance is 

available. Alternatively if items are clearly identi fied 

within the bookkeeping system then we will investig ate 

the possibility as a matter of course. 

���
�	��"��
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Where one ‘tenant’ of 

a property owned in 

a joint tenancy dies, 

the remainder of the 

property 

automatically vests in 

the survivor. 

Although it may not 

be referred to in any 

will, it does remain in 

the estate for 

inheritance tax 

purposes. Lawyers usually recommend the alternative  

method of property ownership of being ‘tenants in 

common’ because each tenant can determine how their  

share of the property will be left. If the parties involved 

are married, by the time one of them dies, the marr iage 

may have been dissolved and there could be difficul ties 

both for the remaining tenant as well as for whoever 

inherits the other part of the property. 
 
+��,	�%
�	��"��������
�#����
As is shown elsewhere, the band of Inheritance Tax for 

2006/07 is to be £285,000 and for 2007/08 £300,000.  

Where a couple own assets in disproportionate 

amounts so that one has assets well below this level, 

the difference between the total value of their ass ets 

and the NIL rate band is completely lost if the spo use 

holding the lower valued asset portfolio were to di e.  
 

It is always worthwhile for couples to revalue thei r 

assets and where possible make transfers between 

them to balance the total value of their assets so that 

the NIL rate band is not wasted. 

����	��
While the establishment of a trust in a will helps in 
determining how assets are to be applied after 
ones death, the view held by many professionals is 

that since 6 April 2006 when the 2006 Finance Act 

came into force Accumulation and Maintenance trusts 

have simply ceased to be worth setting up. Even 
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Interest in Possession Trusts attract a 20% entry charge 

on assets settled in excess of the £285,000 nil rate 

band. Indeed the only tax favoured trusts remaining  are 

those for disabled persons. There will also be a fu rther 

6% charge every 10 years while the trust is in oper ation 

and assets transferred to a trust on death will be 

subject to 40% inheritance tax – again on assets in  

excess of the nil rate band. 

����)��/����,	������	�
that you can make gifts of up to £3,000 per annum i n 

total, and up to £250 per person. 

 

In addition if you have surplus income, regular gif ts of 

that surplus may be exempt from IHT as “normal 

expenditure out of income”. 

 

�)�������
�$""+�
Employees will often use their motor vehicles on 

company business and purchase fuel in the process o f 

doing so. Normally they will present their employer  with 

the petrol receipts and eventually a full P11D woul d be 

made out including these as a benefit. The employee  

would then make a claim on his Tax Return for that 

element of the costs that were wholly for business 

purposes. 
 
It is possible to avoid completing a P11D where the  

employee is simply reimbursed in respect of the 

business miles while using a company car. The 

applicable rates from 1 July 2006 are: 
 
$�	���  $���-���  
1,400 cc or less 11p 
1,401 - 2,000 cc 13p 
Over 2,000 cc 18p 
� �
+����� �
up to 2,000 cc �

$���-��� �
10p�

Over 2,000 cc � 14p 

 
'$0  $���-���  
1,400 cc or less 7p 
1,401 - 2,000 cc 8p 
Over 2,000 cc 11p 

$��1��������
�	�#���
Many clients have been receiving several PAYE coding  

notices quoting both the tax years 2006/07 and 

2007/08. Many of these arise as a result of a change in 

practice from the 6 April 2007 whereby pensions paid  

through retirement annuities are to be taxed under 

PAYE. In most cases, the tax payer will be receiving the 

State Retirement Pension and as most, if not all of this is 

covered by their annual personal tax allowance ther e 

would normally be additional tax to pay on the 

retirement annuity at the end of every tax year. By 

applying PAYE, most people find that their end of ye ar 

liability to the Inland Revenue will be virtually wiped out.  

However in some cases they could end up paying too 

much tax and unless they are taxpayers who prepare a 

Tax Return, they may never recover it.  
 
This should not worry those clients for whom we already 

prepare Tax Returns, as all the figures will come up  for 

consideration at the end of every tax year. Any over paid 

tax will be automatically identified and action tak en to 

remedy the situation for the year just gone. 

����&�����	�2
���
Make sure that employment contracts for employees 

required to use a business van, explicitly excludes  the 

use of the van for private purposes. 
 
Since the 6 April 2005 employees taking their vans 

home were not automatically subjected to a Benefit i n 

Kind charge as a result, even if it was used very 

occasionally for a private purpose such as taking 

household waste to a recycling centre. Failure to 

observe this from the 6 April 2007 will result in a very 

substantial increase in the tax burden of the emplo yees 

concerned as the old Benefits in Kind charges of £500  

and £350 will be replaced by a single one of £3,000  for 

unrestricted use of the vehicle, plus a further £50 0 if fuel 

is provided that includes private usage. 
 

�	�
���*
��
���/�
Take Use of Private Telephones for example 

Formerly, where a private telephone was also used for 

business, HM Revenue & Customs insisted that only the 

cost of business calls would be allowable, on the b asis 

that the rental charged would have been charged 

anyway. From 2005/06 this has now been relaxed and 

the whole of the costs can be apportioned on the ba sis 

of usage.  

����$��	�#	����"����
�#��
As you know we have been sponsoring a fee protection  

insurance scheme for many years based upon the 

services offered by QDOS. The reason for selecting 

them was that their conditions were straightforward  and 

easy to understand and they offered additional serv ices 

such as access to tax consultants. 
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During a recent tax enquiry the Inspector sought to  

disallow the premium because he said it was tax 

related. We firmly challenged his assertion which h e 

grudgingly accepted, claiming that the reason he wa s 

doing so was that additional services such as 

consultants access was available as part of the 

package. 

-�������'��&�
Inland Revenue have finally released a missing chapt er 

from one of their manuals. It now confirms that the 

legislation (referring to section 447 of the Income  Tax 

Earnings and Pensions Act 2003) that is aimed at 

artificial contrivances whereby dividends are used to 

avoid paying Income Tax and National Insurance on 

‘employment rewards’, will not be targeted against 

owner-managed companies run as genuine businesses 

that pay dividends. 

$�����	��"�#����.�+���#	�����
Where single glazed windows are replaced by double 

glazed equivalents, HM Revenue & Customs will no 

longer argue that this is an improvement of a capit al 

nature and will treat the expense as an allowable r epair. 

%����	��+�)�������	�����
-
��	��
�#��
For some time there was a doubt as to how these cos ts 

should be treated for both accounting and taxation 

purposes because in many cases the usefulness of a 

website was very short lived. The position has now 

become clarified. The position now is that the init ial 

development costs of a website should be treated as  a 

capital cost as tangible fixed assets, whereas for the 

ongoing maintenance costs, once the site has been 

developed, must be treated as an expense against 

profits.  

There then remains the question of the standing value 

of the website in the balance sheet of the company 

concerned, and like any other asset it should be 

depreciated over its anticipated useful life. 

 

�����	������	�
���
The same applies to computer software. For tax 

purposes it is treated as if it were ‘Plant’ and ca pital 

allowances claimed upon it. However where there is an 

annual upgrade such as for tax software, the annual  

costs will be written off directly against profits in the 

same way as the maintenance costs of a website. 

 

(�����������	�����*��������
��
)���
���������	��#��
Whether or not, or to what extent a travel cost is eligible 

to claim for tax purposes depends in the first inst ance 

on whether it is business travel. Ordinary commutin g is 

not allowable and for these purposes the test is wh ether 

the employee spends 40% or more of their time at a 

particular workplace over a period that lasts or is  

expected to last more than 24 months. Anything falli ng 

below this will be business travel. Any element of 

business travel not reimbursed by the employer may 

still be claimed by the employee in his Tax Return. 

*��
��
������	��
Employees these days are frequently required to wor k 

from home and need the benefit of fast Internet acc ess. 

If their employer pays for it, it is unlikely that any private 

element would be considered as a benefit in kind. 

However, be warned, if the employee contracts for i t 

and is reimbursed by the employer, the whole amount  

will taxable in full on the employee as a benefit, with no 

corresponding allowable deduction.  

�"��.�����	��#	����"����	���
�#�����
For several years the government has delayed the 

introduction of its much-publicised replacement to the 

existing scheme, however it is now being introduced  

from the 6 April 2007. 

1!���	�����
There have always been exemptions available in cert ain 

circumstances but these were gauged against 

individual contracts, not the business as a whole.  
 

Under the new scheme, two classes of contractors wi ll 

be able to operate outside the CIS rules, but as al ways 

there are “Ifs”. The two classes are: 
 

�� Charities;  

�� Businesses spending over a million pounds per annum 

involving buildings used in their own business. 

However, these must not include work on properties:  

�� kept as an investment; 

�� not used for the purpose of their trade or business  or; 

�� used for letting or resale . 
 

(�3�������	��
There will be no certificates, registration cards o r 

vouchers under the new scheme. The subcontractor 

must provide the contractor with: 

�� his full name; 
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�� his national insurance number; 

�� his unique taxpayers reference (UTR). 

 

The contractor will have to obtain verification fro m HM 

Revenue & Customs before the contract starts, on 

whether to pay a subcontractor: 

�� gross; 

�� subject to a 20% deduction or; 

�� If he is unknown to HM Revenue & Customs a 30% 

deduction. 

2�����#
	����$��#����
The verification process can be done on line on a 2 4/7 

basis, so unless the Revenue website is down, this 

should not present any delays. 

����)���
If the contractor had engaged the subcontractor dur ing 

the previous two years, no verification process is 

required. 

�����
	�����
Contractors will have to make a monthly Return of 

payments made to subcontractors. Each Return must 

include a signed declaration that all the subcontra ctors 

were engaged and paid during the previous month 

under ‘Self-employed contractors’. Be warned 

carelessness can result in a £3,000 penalty per Retu rn! 

'���	������������������
One of the steps to be taken as a result of the 

Companies Act 2006 is the shortening of the period 

during which a company must prepare its Accounts 

before submitting them to Companies House. At 

present this is 10 months but the Act will bring thi s 

down to 7 months. Although this has not been brough t 

into practise yet, it is clear that at some time in  the 

relatively near future the Government will introduce a 

Statutory Instrument, which will bring this into pl ay. We 

therefore urge you if you are already behind with y our 

bookkeeping, to bring it up to date as soon as poss ible. 

Remember penalties for late filing are levied both b y 

Companies House and also from HM Revenue & 

Customs whose penalties can escalate fairly quickly . 

���
���+������
��
The maximum compensation that may be awarded for 

unfair dismissal has been raised from 1 Feb 2007 to  

£60,600. 

"�������%����	��"����
���
The Companies (Registrar, Languages and Trading 

Disclosures) Regulations 2006 extends the rules of what 

companies and LLPs have to show on their notepaper 

and invoices to cover emails and websites. From 1 

January 2007, these must now clearly display the 

company’s name, registered number and registered 

office address and place of registration (England a nd 

Wales or Scotland). Companies must now state their 

name on order forms whether paper or electronic. Any  

officer issuing a non-compliant document can be fin ed. 
 
������	�������"��,��4�
!�1!���	�
"���)���
���
)������##���	5�
The current ISA arrangements run out after the 5 April 

2010. The Chancellor’s pre-budget report outlines t he 

Treasury’s proposals for the following period. Thes e 

include: 

�� That ISA’s will become permanent, with an overall 

annual investment limit of at least £7,000. 

�� Existing personal equity plans will be merged into ISA’s. 

�� The mini/maxi ISA distinction will be removed. 

�� When matured Child Trust Fund Accounts will be able 

to be ‘rolled over’ into ISA’s. 

�� Transfers from the ISA’s cash component into the 

Stocks and Shares component will be allowed.  
 

��������	
��
 �
This newsletter, written for the general interest of 
our clients, attempts to combine a résumé of the 
more significant points of the Chancellor’s Budget 
together with other matters of interest and of 
various tabulations. We hope that you will find it a 
useful reference during the forthcoming year. 
Please remember that legislation and legal 
decisions are constantly changing. We 
recommend that no decisions should be taken 
based on this newsletter unless further specific 
advice is taken. 

��
����#&���6��� ����
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Widely anticipated to be Gordon Brown’s final Budget, this one has been perceived by commentators as very largely one 
of ‘smoke and mirrors’. For the second time he has removed a complexity that he introduced in the first place, the 10% 
rate band. This was such a narrow band that its main effect was administrative inconvenience. To this extent its removal is 
welcomed. His previous disaster was the 10%, then zero rate Corporation Tax band for small companies. That went last 
year along with the irritatingly complex work-around that he introduced to circumvent its inevitable exploitation. 
 
To be fair, he clearly stated that it was a neutral budget and that the burden would be shifted to help families and 
discourage or otherwise tax those who chose to use ‘gas guzzlers’. In this he seems to have done a good job. So far as 
the claims for who is better or worse off by the budget, it really is difficult to tell. The reduction in tax rates, the changes to 
national insurance and the changes to the multiplicity of tax credits and other welfare mechanisms make it very difficult to 
determine because the combinations for any taxpayer are so different to the others. 
 
 
 
 
 
 

7889:8;� 788<:89� 788=:8<�"�#�����
!�(
	���
>� >� >�

 �	
�	����(
	���
���	�  
"'� 7/7?8 � 7/@A8�

  Tax Rate - 10% 10% 
 >� >� �

� *
��#�(
	��*
���B���!	� � ?7/?<8 � ?@/@A8�

  Non-saving rate 20% 22% 22% 
  Savings rate 20% 20% 20% 
  UK dividend rate 10% 10% 10% 
   � >� >�

� �������(
	��.���#����
��)� � � ?C/=88 � ??/?88�

  Tax rate – excluding UK dividends 40% 40% 40% 
  UK dividend rate 32.5% 32.5% 32.5% 
      

� ����	��
���1�	
	�� � �   

  Basic Rate on first £500 of income    
  Tax rate excluding UK dividends 40% 40% 40% 
  UK dividend rate 32.5% 32.5% 32.5% 
       

 

$�����
�������
�#���
>� >�

 +���#	����������#�����������#����	����	
! � � �

  Age under 65  5,225 5,035 
  Age 65 to 74 (65 before 6/4/2000) * 7,550 7,280 
  75 and over  (65 before 6/4/2000) * 7,690 7,420 
      
 �����
�#���	�
	�����#��	
!    
  Married Couple’s Allowance Elder spouse’ age under  75 * 628.50 606.50 
   75 and over * 636.50 613.50 
   Minimum 244.00 235.00 
     
  One spouse must have been born before 6 April 1935    
     
  The Age Allowance is reduced by  £1 for every £2 by  which the income 

exceeds the income limit: 
 

20,900 
 

20,100 
 *�����$������������
�#�� 1,730 1,660 

     
-��	�
���"�	����	�(������
 

 Withdrawn from 6/4/2000 for persons aged under 65 at that date. Otherwise 10% on 
first £30,000 of advance. 
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Interestingly the budget report only quotes example s of those families with varying circumstances that  will benefit overall 
by budget changes. No types of family who will be w orse off are quoted. 
 

 
 
 
 
 

788<:89 � 788=:8< �(��	���(�����#����  
>� >�

 Annual Exemption (unchanged) 4,250 4,250 

$��������#������  >� >�

 Annual Allowance 225,0000 215,0000 

 Lifetime Allowance 1,600,000 1,500,000 
    
 
 

788<:89 � 788=:8< �"�����	
�#���
!  
>� >�

 Threshold before tax starts 300,000 285,000 
 Thereafter 40% 40% 
 Fort 2007/08 the threshold becomes £300,000 and wi ll rise to £312,000 in 2008/09, 

£325,000 in 2009/10 and £350,000 in 2010/11 
  

     

������
	�����
!� @:C:7889 @:C:788<� @:C:788=�

 ���
�#�
����
��#�����#���  (
	��D � (
	��D � (
	��D  
 Profits              £0   to       £300,000  (��	�����������E5  21 20 19 
 �����@:C:788;� 22   
 Profits   £301,000   to    £1,500,000  32.75 32.75 
 Profits over £1,500,000 28 30 30 
 Small Companies Marginal Relief Fraction   
 From £300,000 to £1,500,000 11/400 11/400 
 Neither 20% nor the 19% apply to close Investment holding companies.   
    

788<:89 � 788=:8< ��
��	
��0
�����
!  
>� >�

 ����
��1!���	���    
  Individual 9,200 8,800 

  Most Trusts 4,600 4,400 
 ����(
	��
����#
���    
  is determined by the taxpayer’s total taxable inc ome inclusive of Capital 

Gains. The rates are: 
  

  Lower Rate Band 10% 10% 
  Basic Rate Band 20% 20% 
  Higher Rate 40% 40% 
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-
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+�)�������	�4����
@9B7@5��
	��

>�:����� �
@=B@<���
��

�����>�:������

From 1/10/2004 4.85 4.10  
From 1/10/2005 5.05 4.25  
From 1/10/2006 5.35 4.45 3.30 
From 1/10/2007 5.52 4.60 3.40 
    

The development rate can also apply to workers aged  22 and above during their first six months in a ne w job with a new 
employer and who are receiving accredited training.  

�##�����
	���������	     
Employers who provide accommodation as part of the job are allowed to offset a maximum of £3.75 a day (£26.25 a 
week) against the NMW calculation. 
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+��#���
�����$
�����
!�(�	�����
Extending its efficiency drive, the government is 
now actively discouraging the use of paper Tax Retur ns 
by advancing the filing deadline for them to 31 Oct ober 
from 2008. Those moving to on-line filing will still have 
until 31 January 2009. Anyone who is in arrears with 
their affairs should be aware, that it is not possi ble to file 
Returns for prior years online and paper Returns are 
therefore likely to receive greater scrutiny. 

�
!������	�
�������������)�������
UK dividends paid to UK individuals have an 
associated tax credit of one ninth of the dividend,  
representing 10% of the ‘Gross’ equivalent. From Apr il 
2008, this will be extended to dividends from non-U K 
resident companies, subject to certain conditions.  
However the government is considering whether it 
would be possible, without encouraging abuse, to re lax 
the conditions and simplify the system of taxation for 
individuals who own foreign shares. 
 

�
��	
�������
�#���
(�6�+�
To encourage greater investment in Research and 
Development, the Chancellor announced increases in 
the enhanced R & D rates as follows. 
 
� 788<:89 � 788=:8< �
� D� D�
Small & Medium Enterprises� 175 150 
Other 130 125 
 
����
��"�)��	���	������
�#��
A 100% Annual investment Allowance (AIA) is to be 
introduced but the Budget statement failed to specif y 
when this would start. 
 

(�)����������
��	
�������
�#��������
���
The Government proposes to remove the “expensive“ 
car rules and to replace them with a simpler system  of 
writing down allowances based on CO2 emissions. 

*�����	�����F����
The Budget announced that Company Car Tax rates 
and thresholds would be frozen until 2009/10. 
The Company Car Fuel Benefit charge multiplier will 
remain frozen at £14,400 for 2007/08. 

��#�
����#���	�����	����	������
�

1��������4��
���"5�
Employee's NIC Lower Earnings Limit  

� 788<:89 � 788=:8< �

(
	���4���&��5� >� >�

Lower Earnings Limit 87 84 
Earnings Threshold 100 97 
Upper Earnings Limit 670 645 
 
 
�

�

� 788<:89 �
>�

788=:8< �
>�

1����� �
11��

1�����
1(��

%��&�� � � � D � D �
Up to 100 97 0 0 
From above to 670 645 11 12.8 
On Earnings over  670 645  1 12.8 
 

-
������%��
�,��
(���#���(
	� ��

� 1������
11��

1�����1
(��

-��	��� � � D � D �
Up to  0 0 
From above to  4.85 12.8 
On Earnings over  1 12.8 

�
�

����B1��������4��
���""5�
 

� 788<:89 � 788=:8< �

(
	��� >� >�

Per Week    2.20 2.10 
Share Fishermen 2.85 2.75 
Volunteer Development Workers 4.35 4.20 
Small Earnings Exemption p.a. 4,635 4,465 
 

2����	
���4��
���"""5�
 
 

� 788<:89 � 788=:8< �
(
	��� >� >�
Per Week 7.80 7.55 
�

����B1��������4��
���"25�
� 788<:89 � 788=:8< �

� >� >�
$���#�����(
	�� 9D  9D  

Lower Profits Limit 5,225 5,035 
Upper Profits Limit 34,840 33,540 
���)��������$����	��'���	� @D � @D�
Small Earnings Exemption p.a. 4,635 4,465 
 

��#�
����#���	��*�����	��
 
�

�
!������	��

%��&�����
!������	� 788<:89 � 788=:8< �

� �� ��
Basic Element  1,730 1,665 
Couple & lone parent    1,700 1,640 
30 hour element 705 680 
Disabled worker element 2,310 2,225 
Severe disability element 980 945 
50+ return to work payment (16-
29 hours) 1,185 1,140 
50+ return to work payment 
(30+ hours) 1,770 1,705 
 

%��&���������	�(��B���
To reduce overpayments and to ease the transition f rom 
tax credits to benefits, HMR&C are introducing a four -
week run-on in entitlement to Working Tax Credit from 
the day that a previously eligible claimant ceases to 
work 16 hours. 
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�����#
���1�����	����%��� 788<:89 � 788=:8< �

� �� ��
Max. eligible cost for 1 child 175 pw 175 pw 
Max. eligible cost for 2 children    300 pw 300 pw 
% of eligible childcare costs 
covered 80 70 
 

�������
!������	� 788<:89 � 788=:8< �

� �� ��
Family element 545 545 
Family element baby addition    545 545 
Child element 1,845 1,765 
Disabled child element 2,440 2,350 
Severely disabled child element 980 945 
 

�
!������	��"�#����
	����������
�����	���
�
��
�
	���

788<:89 �
�

>�

788=:8< �
�

>�

First income threshold 5,220 5,220 
First withdrawal rate (%)    37% 37% 
Second income threshold 50,000 50,000 
Second withdrawal rate (%) 6.67% 6.67% 
First threshold for those entitled 
to Child Tax Credit 14,495 14.155 
Income disregard 25,000 2,500 
 

������*�����	�:�0�
���
�,��
�����
�#��>��������&�

788<:89 � 788=:8< �

� �� ��
Eldest/only child 18.10 17.45 
Other childrenOther childrenOther childrenOther children    12.10 11.70 
Eldest/only child (Lone parent 
rate) Abolished 17.55 
Guardian’s Allowance 12.95 12.50 
�

1!#����+�	� �
�

��#�����+�	��
�����7=�-
�#��788< �

1���#	����	
!����	���#
��
�	����

� � ���	�
Beer 1p Pint of beer 
Wine 1p glass 
Wine 5p 75cl bot 
Sparkling wine 7p 75cl bot 
Spirits 0p 70cl bot 
Spirits-based RTDs 0p 275ml bot 
Cider  1p litre 
Sparkling Cider 5p 70cl bot 
�

2���#���1!#����+�	�� ��� (for Private & Light Goods (for Private & Light Goods (for Private & Light Goods (for Private & Light Goods 
Vehicles registered before March 2001)Vehicles registered before March 2001)Vehicles registered before March 2001)Vehicles registered before March 2001)  

� ��
��� � 
���(
	� �
1549 cc and below +£5 £115 
Above 1549 cc +£5 £180 

2���#���1!#����+�	��������	�������	��#�#����  

>�$�����
��
��
��� � 
���

(
	��
150 cc and below - £15 
Above 600 cc +£2 £64 
�

2���#���1!#����+�	������-�	�����#����  

>�$�����
��
��
��� � 
���

(
	��
150 cc and below - £15 
151 cc – 400 cc +£1 £32 
401 cc – 600 cc +£1 £47 
Above 600 cc +£2 £64 
 

0�
��
	���2���#���1!#����+�	�� (for cars registered 
from March 2001) 

21+ �
�
�� � �� 74�:&�5�

��
����������
>�

��	������
�
������

>�
$�	�������

>�
+��������

>�
A 100 & 

below 
0 0 0 0 

B 101 – 120 -15 15 35 35 
C 121 – 150 5/15/5 95 115 115 
D 151 – 165 5/15/5 120 140 140 
E 166 – 185 5/15/5 145 165 165 
F 186 – 225 10/15/

10 
190 205 205 

G * 226 & 
above 

85/90/
85 

285 300 300 

· For new cars registered after 23 March 2006. 
· From 2008-09, band G will be £400 
· From 2008-09 Band F will increase by £5 for each of  the 

next two years. 

2���#���1!#����+�	������'���	�2���#���  
(registered from March 2001) 

>�������
��
��
��� � 
���

(
	��
Euro IV incentive rate* +£5 £115 
Standard Rate +£5 $175 

· For Euro IV compliant vans registered between 1 March 
2003 and 31 December 2006 

�����+�	��
The main fuel duty rates will rise by 2p per litre from 1 
Oct 2007. 

�����+�	�� (Pence per litre)�
�����
@:@8:8<�

�����
<:@7:8=�

Ultra-low sulphur petrol/diesel 50.35p 48.35 
Sulphur-free petrol/diesel 50.35 48.35 
Biodiesel liquefied petroleum gas 
used as road fuel  30.35 28.35 
Bioethanol 30.35 28.35 
Liquefied petroleum gas used as 
road fuel 

16.49p 
per kg 

12.21p 
per kg 

Natural gas used as road fuel 13.70p kg  10.81p kg 
Rebated gas oil (red diesel) 9.69p/l  7.69 
�

���
##��+�	� � �����7@:8?:8< �
� $��#����#G � ���	�
Cigarettes 11pppp pk of 20 
Cigars 4pppp pk of 5 
Hand-rolling tobacco 11pppp 25g 
Pipe tobacco 7pppp 25g 
   
�
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2
�����������
!�

2�������#	��������	���1�������
The VAT rate on qualifying housing alterations for 
elderly people is to be reduced from 17.5% to 5%. I t is 
expected to come into effect from 1/7/2007. 

(���#���2����������&��������
	����
�����#	��
To encourage smokers to give it up, the government is 
to introduce a reduction of the VAT (currently 17.5% ) on 
over-the-counter sales of smoking cessation product s 
but only for the 12 months starting on 1 July 2007,  the 
date of the introduction of the smoking ban. 
 

�	
���+�	����
����
!���
H�����
�����������
In order to encourage the building of new homes tha t 
are ”green”, the government intends to introduce a 
time-limited (to 30/9/2012) exemption from Stamp Duty 
with effect from 1/10/07. This will apply to homes 
costing less than £500,000. A £15,000 reduction in t he 
duty will apply to homes costing £500,000 or more. 

����������������/�����#���#��
���
��#�������
	���G�

Measures are to be introduced whereby all homes wil l 
be encouraged to embark on energy efficient and cos t 
effective improvements. The measures include 
initiatives involving the encouragement of banks an d 
building societies to develop financial products to  help 
achieve the government’s goal in targeting all home s by 
2017. The 2007 budget announces a £6m increase in 
funds available through the Low Carbon Buildings 
Programme, bringing the total to £18m 

��
����������'
���
���*���������

(
	
���
D�

(������	�
�����
���
�)
�	
����


��
����������������������
>�

(������	�
����	�����
+��
�)
�	
����


��
�����������������������
>�


���
(������	�
�����

>�

Total value of consideration 

0 0 - 150,000 0 – 125.000 0-150,000 

1% >150,000-250,000 >125,000-250,000 
>150,000 -

250,000 

3% >250,000-500,000 >250,00-500,000 
> 250,000-

500,000 

4% Over 500,000 Over 500,000 
Over 

500,000 


���'�
����4'�
���+�	�5�

(
	��D � 
�	�$�����	�2
�������(��	�4>5�
 (������	�
�� 
��B(������	�
��

Zero 0 – 125,000 0 – 150,000 
1% Over 125,000 Over 150,000 

Duty on any premium as the same as for transfers of land except 
where the rent is more tnan £600 p.a. 

��
�����
�������

The rate of stamp duty / stamp duty reserve tax on 
share transfers remains unchanged at 0.5% for 
2007/08. 

'
��������
!�
From 1/4/2008  the standard rate of Landfill Tax will 
increase by £8 per tonne per year until at least 20 10/11. 

The  lower rate will increase from £2 to £2.50 per tonne 
from the same date. 

������
	���'�)��

This increase by 35p per tonne to £1.95 from 1/4/20 08. 

�	
���+�	��'
����
!�
From 23 March 2006, the starting threshold for 
residential stamp duty is increased to £125,000. Th is 
was the only change to stamp duties. 

0����
���
!�"������

�
!��)���
�#��"�)��)�������
�#�
��$����#	��B�
#����������
)���
�#���#������
Measures to counter schemes that use financial 
products to avoid corporation tax were announced by  
the Government, and with one exception became 
effective, on 6 March 2007.  Schemes included: 

· artificially obtaining a tax-free income stream by 
manipulating the settlements legislation; 

· circumventing tax being charged under the loan 
relationship rules applicable to shares; 

· creating artificial losses as a result of arrangeme nts 
being put in place guaranteed from the outset to ca use 
the value of a Collective Investment Scheme to 
depreciate; 

· deferring or restricting the tax charge involving 
derivative contracts; and 

· banks/financial traders circumventing limits on 
offsetting foreign tax against UK corporation tax th rough 
'Authorised Investment Funds'(effective from 7 March  
2007, amending regulations effective from 6December  
2006). 

 
The Government also introduced various measures 
(effective from 6 March 2007) to clarify the scope of the 
rules on structured financing arrangements. 

�-(6�,��������
��"�)��	��
	����$������

It has long been a talking point that Customs & Exci se 
had the right of entry without warrant whereas other 
official; bodies did not. It is therefore of intere st  that the 
government plans to update HM Revenue & Customs 
criminal investigation powers and accompanying 
safeguards and that the new approach will be based 
upon the Police and Criminal Evidence Act (PACE). This 
will no doubt be regarded as a good thing by that 
section of the community who invariably ‘know their  
rights!” 

(
	���
���
	�������$��
�	���  

At long last the authorities are going to rationalis e the 
penalties for filing incorrect Returns; for income t ax, 
corporation tax, PAYE, NICs and VAT. It will apply to 
Returns covering periods starting 1 April 2008 and fi led 
after 31 March 2009. 
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"���)���
���
)������##���	��4"���5�
From April 2008 the annual investment limit is to be 
increased from £7,000 to £7,200 with an increase in  the 
cash limit to £3,600. Quite how this equates with the 
statement about ISA’s in November 2006 is puzzling. 

0��	�����������
��	
����0�)���  
Consultations between Government and the charitable  
sector will be initiated in order to enhance both t he take 
up of Gift Aid and consequential benefits to chariti es 
that can claim tax refunds. 

���
�#�
�������	
�#���#�����4���5�

To assist those whose company pension schemes 
started to be wound up as the result of the insolve ncy of 
the sponsoring employer, the FAS is to be extended. 
The cap on the maximum assistance will be increased  
to £26,000 and the de minimus rule will be removed.  

2
�����������
!�

. ���������� �
� @:8C:8<�

� � ��
Annual Turnover Threshold  64,000 
De-Registration Threshold  62,000 
Standard Rate of VAT  17.5% 
         
-���������
������
���

HMR&C are continuing to tighten up procedures and 
introduce tougher measures in order to eliminate 
“Missing Trader Fraud” (traders who charge their 
customers Output Tax, get paid, and then disappear) . It 

is hoped that the “Reverse Charge” procedure will go  
some considerable way towards achieving this goal 

 

�
��	
��
����
�#���
Further details have emerged since the first draft of this 
newsletter: 
 
$�
�	�
����
#�������

The 50% first year allowance available to small 
businesses has been extended for a further year.  T his 
allowance will therefore be available for qualifyin g 
expenditure incurred before 1 April 2008 (or 6 April 
2008 for income tax purposes). 

 
����
��"�)��	���	������
�#�  
It is proposed to replace the first year allowance for 
small and medium sized businesses with an annual 
investment allowance of £50,000 from 2008/09 
 
%��	����+���������
�#��
It is also proposed to reduce the writing down 
allowance in the general pool from 25% to 20% (and a 
corresponding increase in the long life asset pool from 
6% to 10%); 
 
�6��"�	���
��	��*���������
Writing down allowances on fixtures integral to a 
building will be set at 10%. 
 
$
�
�����
!������	��B��
A payable tax credit will be introduced for expendit ure 
on certain designated green technologies. 
 

 


���2���-�	����
���#
�����
�����
Where fuel supplied to proprietors and/or staff for  use in cars other than fuel cars and the vehicle i s used for private 
purposes, a supply is deemed to have been made for VAT purposes. The VAT to be added to the Return(s) to 
compensate for this is determined by a scale charge . From 1 May 2007, this is now geared to the vehicles’ VAT 
emissions. To use the table below, where the vehicle’s CO2 emissions are not a multiple of 5, round the figure down to the 
nearest multiple of 5. 
 

� ����
��(�	���� I�
�	�����(�	���� -��	����(�	����

 

�� 7��
��  

��
����
40����5 �

>�

2���
"�#��������

>�

��
����
40����5 �

>�

2���
"�#��������

>�

��
����
40����5 �

>�

2���
"�#����

����>� 
 140 or below 730.00 108.72 182.00 27.11 60.00 8.94 

 145 780.00 116.17 195.00 29.04 65.00 9.68 

 150 830.00 123.62 207.00 30.83 69.00 10.28 

 155 880.00 131.06 219.00 32.62 73.00 10.87 

 160 925.00 137.77 231.00 34.40 77.00 11.47 

 165 975.00 145.21 243.00 36.19 81.00 12.06 

 170 1,025.00 152.66 256.00 38.13 85.00 12.66 
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���2���-�	����
���#
�����
�����4���	�����5�
 

� ����
��(�	���� I�
�	�����(�	���� -��	����(�	����

 

�� 7��
��  

��
����
40����5 �

>�

2���
"�#��������

>�

��
����
40����5 �

>�

2���
"�#��������

>�

��
����
40����5 �

>�

2���
"�#����

����>�
 
 175 1,075.00 160.11 268.00 39.91 89.00 13.26 

 180 1,120.00 166.81 280.00 41.70 93.00 13.85 

 185 1,170.00 174.26 292.00 43.49 97.00 14.45 

 190 1,220.00 181.70 304.00 45.28 101.00 15.04 

 195 1,270.00 189.15 317.00 47.21 105.00 15.64 

 200 1,315.00 195.85 329.00 49.00 109.00 16.23 

 205 1,365.00 203.30 341.00 50.79 113.00 16.83 

 210 1,415.00 210.74 353.00 52.57 117.00 17.43 

 215 1,465.00 218.19 365.00 54.36 121.00 18.02 

 220 1,510.00 224.89 378.00 56.30 126.00 18.77 

 225 1,560.00 232.34 390.00 58.09 130.00 19.36 

 230 1,610.00 239.79 402.00 59.87 134.00 19.96 

 235 1,660.00 247.23 414.00 61.66 138.00 20.55 

 240 or above 1,705.00 253.94 426.00 63.45 142.00 21.15 

 

 

 

 

 

�������
���J �

We believe that this news letter covers most of the 
issues that are likely to be of significance to our  clients. 
 
However if you require further information or would  like 
to discuss any implications of the Budget that you 
believe might affect you, then please call us. Ask t o 
speak to either Alan Secker or Jack Pievsky or to make 
an appointment to see them. 

 

 ���������������� � �
����������	

��
��
�� � �
4 Churchill Court, 58 Station Road, North Harrow, 
Middlesex, HA2 7SA 

Telephone::::����878�9C@=�<7AC   

Fax:             878�9C7<�<?=C     

email:           enq@asandco.co.uk  

website:                            http://http://http://http://www.asandco.co.uk   
 


