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We have now been presented with the Government's latest budget announcements and perhaps for the first time in
recent years many of the tax rates and allowances are unchanged. We have highlighted one of the few increases
below, the doubling of the Annual Investment Allowance. We have also covered this month articles which highlight a
possible 61% tax rate, planning pointers regarding Gift Aid donations and Notice of Coding irregularities for 2010-11.
Hot off the press, we also indicate a major tax U turn on furnished holiday lettings (and a couple of other U turns). A
further article examines the opportunity of reducing your tax bill by utilising the HMRC approved mileage rates.

Our next newsletter will be published 5 May 2010.
Regards

Nigel Holmes
Director - Corporate Tax

Pass it on! Tax facts at your fingertips =+
Budget 2010 U turn on tax breaks for holiday homes =*]
Maximising your business mileage claim Annual Investment Allowance (AIA) =+

61% Tax Rate?

Problems with PAYE Notices of Coding for
2010-11

Gift Aid Donations, year end planning points g

C OO

Tax Diary April/May 2010 >/

Pass it on!

If you know anyone who might be interested in our newsletter feel free to forward this copy. If you have received a
forwarded copy and would like to subscribe at no charge, just follow this link
www.armstrongwatson.co.uk/yourneeds/page/420/tax-newsletter

Back to top -

| Tax facts at your fingertips \

Have you seen our range of tax factsheets? Our tax factsheets cover business, personal and employment taxes and
VAT advice and compliance. However, they only provide an overview and advice should be sought in respect of your
own circumstances. Each month we will be adding new factsheets to the list.

New this month:

e  Sheltering income via limited companies (Business Tax)
e New ruling on UK tax residence (Personal Tax)
e Three VAT saving tips (VAT)

Follow this link to find out more.

http://www.armstrongwatson.co.uk/taxfactsheets

If there is a topic that interests you please contact us if you wish to discuss it further.

Click here for a call back from our office regarding this article. < Back to top )




|

Budget 2010

On 24 March Chancellor Alistair Darling delivered his final budget before the general election.

To read our views and comments on the budget use the following link:
http://www.armstrongwatson.co.uk/ournews/budget-2010/492

To order a copy of our tax facts card please use this link:
http://armstrongwatson.co.uk/ournews/tax-facts-order-form/497

If you want to discuss any issues that arose from the budget please use the link below or email
taxnewsletter@armstrongwatson.co.uk

Click here for a call back from our office regarding this article. < Back to top <

U turn on tax breaks for holiday homes

In last month's newsletter we wrote about the changes to the taxation system for holiday homes that took effect on 6
April 2010.

This month, we are writing about a probable U turn on those changes. It was announced on 6 April, shortly after the
announcement of the date of the general election, that the Labour government will not go ahead with the tax changes in
order to fast track the Finance Bill. The Tories had previously announced that they would scrap the changes, going
back to the previous, more beneficial system of taxation. The changes are likely to be reinstated should Labour win the
general election.

As a brief reminder, the more favourable treatment is as follows:

 Capital Gains Tax on sale at 10% as opposed to 18%

« The ability to claim capital allowances which includes a 100% write off on the first £100,000 of purchases on fixtures,
fittings and furniture (see below)

« Profits to be classed as earnings for the purposes of making of personal pension payments

You should as always, take specific advice before taking any action.

Two other budget announcements, being the increased tax on cider and the super broadband tax, were also axed, but
may be reinstated in the event of a Labour victory on 6 May.

Click here for a call back from our office regarding this article. < Back to top <

Maximising your business mileage claim

Are you claiming your full business mileage allowance? A lot of people take it for granted that they can only get a
mileage benefit to the extent their employer pays for it — but that is often not the case. Your employer’s policy on
paying for mileage could be very different to the tax rules so it is worth reviewing whether or not you can claim tax relief
in respect of business mileage.

Many employers only pay for business mileage at, say, 11p per mile. In many cases employees can claim the
difference between that and the HMRC approved rates as an expense. This means:

- on the first 10,000 miles this means an extra 29p per mile can be claimed and

- on mileage above that a further 14p per mile could be claimed.

This claim is not paid by your employer but is submitted to HMRC and reduces your taxable income. If you have, say,
10,000 business miles which has been paid at 11p per mile, this means you could set £2,900 against your taxable
income. This would give a 40% taxpayer a refund of £1,160 at no further cost to the employer.

Another point that can give rise to a claim is if your employer only pays your mileage to the extent it exceeds your usual
journey. Even if your journey goes past your usual workplace but you actually go to a temporary workplace (without
stopping at your permanent workplace) you can get tax relief on the whole of that mileage.

If you have kept your mileage records, claims can be made for several years looking back and can be done without




having to submit tax returns.

Contact us to claim your repayment.

Click here for a call back from our office regarding this article. < Back to top 4

Annual Investment Allowance (AIA)

One of the few increases in tax allowances disclosed in the budget last month was a doubling of the Annual Investment
Allowance, from £50,000 to £100,000. This increase is effective from 6 April 2010 (income tax ) and 1 April 2010
(corporation tax).

The AlA is a capital allowance, an amount you can write off against taxable profits for purchases of qualifying plant and
equipment; not cars.

What also slipped through, perhaps unnoticed, is the cessation of the 40% first year allowance (FYA) on the same date.
During the tax year 2009-10 it was possible to claim a £50,000 AIA and a 40% FYA on any balance of qualifying
expenditure over £50,000. So if you spent £200,000 your total write off against profits would be £110,000. (100% x
£50,000, plus 40% x £150,000)

Taking into account the increase in the AIA and the 20% writing down allowance on expenditure in excess of £100,000,
the actual break even mark is capital expenditure of £250,000. Any expenditure in excess of this amount will qualify for
less overall capital allowances in 2010-11 as compared with allowances available in 2009-10.

Bonus for self-employed businesses

Profitable self-employed business owners are facing an additional 50% income tax charge in 2010-11 on earnings in
excess of £150,000. Judicious use of the AIA can have considerable benefits.

Lets consider a self-employed trader with taxable profits after all deductions, but before claims for capital allowances, of
£250,000.

For 2010-11 the 50% income tax charge, not the total tax charge, would be £50,000. (£250,000 - £150,000 at 50%) If
the trader spent £100,000 on qualifying plant or equipment, that qualified for the AIA, he or she could write off the
£100,000 against the £250,000 profits and all of the 50% rate income tax charge would be eliminated! A tax saving of
£50,000.

In cash terms that represents a 50% recovery of the £100,000 investment in the new plant or equipment.

Click here for a call back from our office regarding this article. < Back to top <

61% Tax Rate?

As part of the drive to increase tax revenues HMRC will be reducing your personal tax allowance of £6,475 in 2010-11,
if your taxable income exceeds £100,000. They will knock £1 from your allowance for every £2 your income exceeds
£100,000. Your personal allowance will be eliminated when your earnings reach £112,950.

The extra tax you will pay on the top £12,950 of your earnings is 40% of the £12,950 plus 40% of the lost personal
allowance (£6,475 x 40%), a combined 60% tax charge. If you take into account the extra 1% NIC charge, a not
inconsiderable 61% marginal rate!

Accordingly anything you can do to reduce your income back below £100,000 will save you up to 61% in reduced tax
and NIC.

Careful planning of capital expenditure to make use of the AIA as mentioned in the previous article in this newsletter
could be the key; or perhaps a salary sacrifice or increase in pension contributions? You could also consider a gift aid
donation, see article that follows.

Planning is obviously critical - call if you would like us to design a strategy to safeguard your tax allowance, should it be




under threat.

Click here for a call back from our office regarding this article. < Back to top <

Gift Aid Donations, year end planning points

When you make a Gift Aid donation you are deemed to have deducted tax at the standard rate, 20% before you pay. If
the highest rate of tax you pay is 20% then no further tax relief is available. If however you are a higher rate, 40%, tax
payer in 2009-10 you can claim for the extra 20% tax relief (40%-20%) - simply include the Gift Aid payments you have
made on your tax return and the relief will be included automatically in your tax calculation.

Common sense would suggest that the Gift Aid payments you can claim for 2009-10 are the payments made in that
year? Not so! HMRC allows you to include Gift Aid payments made up to the date you file your tax return.

For 2009-10 the deadline for filing your self-assessment tax return is 31 January 2011 - accordingly if you filed your
return on the last date allowed you could theoretically include any Gift Aid payments made in the period 6 April 2009 to
31 January 2011.

If you only have a small amount of income taxable at 40% for 2009-10 this may be a way to recover or reduce 40% tax
and benefit a worthy cause.

If this concession continues tax payers who suffer the new 50% income tax charge, or who have income over £100,000
and stand to lose all or part of their personal allowance, could consider a significant Gift Aid donation. For the first year
affected by these increases, 2010-11 you could include Gift Aid payments made from 6 April 2010 to 31 January 2012.
(As long as you have not utilised any of the payments on your 2009-10 return.)

Click here for a call back from our office regarding this article. < Back to top “

[ Problems with PAYE Notices of Coding for 2010-11

HMRC has belatedly realised that a significant number of the Notice of Codings issued for 2010-11 are incorrect. One
unfortunate consequence is that whilst you may have been sent a revised, corrected code number, your employer may
not. Employers cannot change their payroll records unless they are formally sent a copy.

This is likely to affect the following groups of tax payers:

e Pensioners and those receiving State Benefits
e Those with company car and possibly car fuel benefit

e Those on incomes over £100,000 who may continue to receive their full personal allowance when they should
not

e Taxpayers who had one-off deductions from their 2009-10 code number, underpayments of tax for previous
years, one-off benefits and so on.

There is a danger that if you are affected you will pay too much, or not enough tax in 2010-11, at least until your code
number is corrected.

If you are concerned and have recently received a corrected code number for 2010-11, be sure to speak with the
person or department that operates your employer's PAYE - you need to ensure the code number they will use for April
2010 onwards is the latest code number you have received.

Of course even the corrected code may be incorrect! Please call if you would like us to check your Notice of Coding.

Click here for a call back from our office regarding this article. < Back to top -




[ Tax Diary April/May 2010

1 April 2010 - Due date for corporation tax due for the year ended 30 June 2009.

19 April 2010 - PAYE and NIC deductions due for month ended 5 April 2010. (If you pay your tax electronically the due
date is 22 April 2010)

19 April 2010 - Filing deadline for the CIS300 monthly return for the month ended 5 April 2010.
19 April 2010 - CIS tax deducted for the month ended 5 April 2010 is payable by today.
1 May 2010 - Due date for corporation tax due for the year ended 31 July 2009.

19 May 2010 - PAYE and NIC deductions due for month ended 5 May 2010. (If you pay your tax electronically the due
date is 22 May 2010)

19 May 2010 - Filing deadline for the CIS300 monthly return for the month ended 5 May 2010.
19 May 2010 - CIS tax deducted for the month ended 5 May 2010 is payable by today.

19 May 2010 - The payroll forms P35 and P14s must be filed by this date - employers late in filing these forms may
receive a penalty.

31 May 2010 - Ensure all employees have been given their P60s.

Click here for a call back from our office regarding this article. < Back to top =4

DISCLAIMER - PLEASE NOTE: The ideas shared with you in this email are intended to inform rather than advise.
Taxpayers circumstances do vary and if you feel that tax strategies we have outlined may be beneficial it is important
that you contact us before implementation. If you do or do not take action as a result of reading this newsletter, before
receiving our written endorsement, we will accept no responsibility for any financial loss incurred.

Armstrong Watson

15 Victoria Place, Carlisle CA1 1EW

Tel: 01228 690100 Web: www.armstrongwatson.co.uk

Email: taxnewsletter@armstrongwatson.co.uk

Armstrong Watson is a partnership registered for VAT under reference 256202777.

Partners in the firm are members of the Institute of Chartered Accountants in England and Wales (ICAEW). This body
has its headquarters in the UK and its rules of professional conduct can be obtained from its web site.

Armstrong Watson is registered to carry on audit work by the Institute of Chartered Accountants in England and Wales
(ICAEW) and is authorised and regulated by the Financial Services Authority.

If you no longer wish to receive this newsletter please contact us.



