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FINANCE

Budget 2011
Review

George Osborne’s first Spring

Budget included a host of

surprises. He claimed to be

putting “fuel back into the UK

economy”. Certainly the fuel levy

changes look designed to have

grabbed the headlines, but there

were other measures, including

supercharging some tax reliefs,

designed to change the economy

up a gear.

The Chancellor unveiled a

further £630 hike in the personal

allowance, in addition to the

£1,000 increase already

announced, meaning no tax on

the first £8,105 of income. Higher

rate tax payers won’t benefit

however, as the level at which

higher rate tax applies will be

reduced and, in future,

allowances will change in line

with the CPI index, not the more

generous RPI. Anyone earning

over £150,000 will be pleased

that the 50p tax rate is apparently

“temporary”, although there is

no indication of when it will be

removed.  Sceptics may point out

that income tax is also a

temporary annual tax, reliant on

Acts of Parliament to continue!

The changes for businesses

include not only cutting

corporation tax by two per cent in

April 2011, rather than one per

cent as previously announced,

but also enhancements to the

rules for Enterprise Investment

Schemes, Venture Capital Trusts,

Research & Development (R&D)

and Enterprise Zones.

All of these merit closer

scrutiny, as it is possible that what

you are already doing will or

could fit within the rules. The

R&D scheme for example works

by treating the expenditure on

qualifying R&D as increased. The

increase was 75 per cent, so if

£40,000 was spent, £70,000 was

deducted in calculating the

profits subject to corporation tax.

If this resulted in a tax loss, the

excess could be surrendered for a

14 per cent tax refund up to the

tax and national insurance

contributions actually paid under

a PAYE scheme. The Chancellor

announced the intention to raise

the increase to 100 per cent and

then 125 per cent (qualifying

expenditure £40,000 = tax

deduction of £90,000) and to

remove the restriction limiting the

refund to the PAYE and NIC.

Qualifying expenditure is much

more widely defined than you

might think and crucially can

include payroll costs, so it is worth

making sure you are not missing

out.

In the current climate, most

businesses will want to take fresh

look to ensure they are getting all

the help they can.

For more information contact
Shipleys on 01483 423607 or
email Luckettm@shipleys.com

Encouraging
further support
for Enterprise
Investment
Schemes (EIS)

Enterprise Investment Scheme
(EIS) relief has been available for
a number of years but in recent
budgets the trend has been to
restrict the level of relief that the
scheme can provide.  George
Osborne’s budget
announcements therefore
provide very welcome support for
an invaluable source of
investment for smaller
companies.
Currently EIS investors may be

given income tax relief at 20 per
cent on their investments of up
to £500,000 a year. Legislation
will be introduced to increase the
rate of tax relief to 30 per cent
for shares issued on or after 6
April 2011, subject to State Aid
approval.  An individual can elect
for relief to be carried back to the
year prior to the investment
within certain limits.  If a 2011/12
EIS investment is carried back to
2010/11 the relief would only be
at 20 per cent so careful thought

is required before making such a
claim.

Future changes

Subject to State Aid approval,
legislation will be introduced to
make the following changes to
the EIS for shares issued on or
after 6 April 2012:
• The thresholds for the size of
the company which may
benefit from both types of
investment will be increased to
fewer than 250 employees
and £15 million gross assets
before the investment.  This
returns the company asset
value to pre 2006 levels.

• The annual amount which can
be invested in an individual
company is to rise to £10
million.  This will be a
significant increase from the
existing £2m limit.

• The annual amount that an
individual can invest through
EIS is to increase to £1 million.

For further information on
EIS relief, or for general tax
planning advice, please
contact Linda Warner on
lwarner@roffeswayne.com or
on 01483 416232


