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Workplace canteens

Legislation will be introduced to restrict the existing tax exemption
for workplace canteens. However this will only affect employees
and employers who use the exemption in conjunction with salary
sacrifice or flexible benefit arrangements.

These arrangements allowed some employees to purchase
canteen meals out of gross pay and hence obtain a significant tax
advantage over the majority of employees who purchase meals
using their net pay.

The legislation will not affect canteen subsidies that are available
to all employees. This will take effect from 6 April 2011.

Company cars

From 6 April 2012 the CO2 emissions bands used to work out the
taxable benefit for an employee who has the use of a company car
will be shifted down by 5gm CO> per km. In addition, the current
graduated table of company car tax bands will be extended down
to a 10% band. This will mean that a 10% band will apply to
company cars with CO2 emissions up to 99gm CO2 per km.

As a result ‘qualifying low emissions cars’ will no longer exist as a
separate category.

Comment

Whilst a welcome move there are very few cars that might appeal
to company car drivers that fall into this new band.

Changes to fuel benefit tax

From 6 April 2010 employees who receive free private fuel from
their employers for company cars or vans will pay more income
tax on this benefit.

For company car drivers the existing figure used as the basis for

calculating the benefit will be increased from £16,900 to £18,000.
For company van drivers the benefit will be increased from £500

to £550.

Comment

As a result of these increases employers will suffer additional Class
1A National Insurance Contributions.

Electric cars and vans

Employees who are provided with a company car for their private
use, which is propelled solely by electricity, currently pay tax on
the benefit which is based on 9% of the list price of the car. From
6 April 2010 this percentage will be reduced to 0% therefore
reducing the benefit calculation and tax liability to nil. This will
apply for five years.

In a similar vein, employees who are provided with a company
van for their private use, which is propelled solely by electricity,
currently pay tax on a flat rate benefit of £3,000. From 6 April
2010 this benefit will be reduced to nil thereby eliminating the tax
liability. This will also apply for five years.

Comment

As a result of these changes employers will eliminate their Class
1A National Insurance liabilities on cars and vans provided to
employees this way.
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Other Business Measures e

The government has announced the
following measures.

¢ An extension to the temporary exemption from business rates
for empty properties. For 2009/10 properties with a rateable
value of up to £15,000 are exempt. The relief will be extended to
2010/11 for empty commercial properties with a rateable value
of up to £18,000.

¢ An additional £500 million of lending available to small and
medium-sized enterprises through a 12 month continuation
of the Enterprise Finance Guarantee. This provides targeted
support for viable businesses with less than £25 million turnover
that have no or insufficient security.

e Creating a new Growth Capital Fund to support growing
companies seeking to borrow amounts between £2 million and
£10 million. Further details will be announced in 2010.

e Further investment in the Strategic Investment Fund and UK
Innovation Investment Fund.
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Inheritance tax (IHT) nil rate band

The nil rate band for 2010/11 will be frozen at the current level of
£325,000.

Comment

The original intention of the government was to increase the nil rate
band to £350,000.

IHT avoidance

Legislation, effective from 9 December 2009, will be introduced in
Finance Bill 2010 to counter two tax avoidance schemes that have
been designed to avoid IHT charges on property in trusts. The
measures will have effect for:

e transfers into a trust where the settlor retains a future interest,
or where a future interest in a trust is purchased, on or after
9 December 2009

e interests purchased in trusts on or after 9 December 2009.

Capital gains tax (CGT) and principal private
residence relief (PPR)

PPR is not available on any part of a house which is used
exclusively for the purposes of a business or vocation. On
disposing of the house the appropriate proportion of the gain
relating to the part occupied as the only or main residence is
eligible for PPR.

Where a person cares for an adult under a local authority
placement scheme, their contract with the local authority may
require them to set aside one or more rooms exclusively for the
use of the adult in care. In such a case, PPR may not be available
on that part of the property. Finance Bill 2010 will remove this
possible restriction.

The measure will have effect for disposals on or after
9 December 2009.
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Standard rate of VAT

As previously announced the temporary reduction in the standard
rate of VAT to 15% will end on 31 December 2009.

The Pre-Budget Report confirms arrangements to smooth the
transition for businesses back to the 17.5% standard rate.

e There will be a ‘period of grace’ for businesses trading across
the midnight deadline to charge the lower 15% rate until they
close (or until 6 am on 1 January 2010, whichever is earlier).

e Shops will be able to add the extra VAT to prices at the tills for
up to 28 days, giving them extra time to complete the re-pricing
of their stock.

VAT Flat Rate Scheme changes

The Flat Rate Scheme provides an optional simplified VAT
arrangement for businesses with a turnover up to £150,000. The
percentages were re-calculated in December 2008 to reflect the
temporary reduction in the standard rate of VAT. The flat rate
percentages have now been re-calculated to reflect the reversion
of the standard rate of VAT to 17.5%. The new rates will be
implemented on 1 January 2010.

Changes also include technical adjustments to reflect more up to
date business patterns. This means that, for some sectors, the

rates will not simply return to the level set prior to December 2008.

Virtually all sectors will face an increase because of the increase
in the standard rate, although increases in some sectors will be
larger than others.
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Spotlights on avoidance

HMRC'’s internet publication, ‘Spotlights’, which highlights
avoidance schemes, will be expanded to include more general
‘buyer beware’ messages. These will provide taxpayers with an
indication of the type of arrangements to avoid. It will continue
to highlight specific avoidance schemes that in HMIRC’s view are
ineffective or have unintended adverse consequences in order to
deter taxpayers from buying into high risk avoidance.

Disclaimer - for information of users

Equitable Liability Extra Statutory
Concession

A concession has existed for taxpayers in receipt of a
determination of income or corporation tax who are out of time
to file their tax return and who can demonstrate that the sums
charged are excessive.

By concession HMRC only collected the sum that would have
been due for the period had the taxpayer filed the return on time.
Legislation will be introduced to permit HMRC to continue to apply
this treatment provided certain conditions are met.

Comment

HMRC'’s original intention was to remove this concession but not
introduce relieving legislation. After pressure from professional
bodies, HMRC have changed their mind.

This summary is published for the information of clients. It provides only an overview of the Pre-Budget Report, and no action should be taken without consulting the detailed legislation
or seeking professional advice. Therefore no responsibility for loss occasioned by any person acting or refraining from action as a result of the material contained in this summary can

be accepted by the authors or the firm.
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