



































Here are some useful hints to improve
your pension prospects.

Some employers may allow selected
staff aged 50 and over to claim an
income from their pension while they
work full time. This option has been
made possible by changes to pension
rules in 2006, known at the time as
A-Day. The size of the annual pension
payment is cut by a certain percentage
for each year the worker claims their
pension early. However, members
continue to accrue further pension rights
under the plan, which is typically based
on career-average pay, even when
claiming a pension and salary in tandem.

It is important to ensure that you can
afford to utilise this option as drawing
your pension early may provide you
with enough income while you’re still
working, but by taking your pension
early you could have permanently
reduced the income you will receive
from it. Receiving both earnings and
pension income will also mean you pay
more tax on that pension income.

Some schemes might also bar any
accrual of pension benefits if it is drawn
at 50 (rising to 55 this April). Taking
benefits before the scheme’s normal
retirement age of, say, 65, could mean
losing 15 years’ employer contributions.
There is also the possibility of missing
out on making personal contributions
and receiving tax relief and investment
returns on these.

You can take up to 25 per cent of your
pension at any age as an “unauthorised
payment,” provided the scheme allows
it, but it will be subject to a tax charge
of 55 per cent. This can be done every
year. The 55 per cent tax charge does
not look that unattractive when put in the
context of the 82 per cent tax payment
that your beneficiaries would be charged
if you had money left in your pension
and died after the age of 75. Equally,
some younger pension savers are
viewing the 55 per cent tax charge in the
context of the forthcoming 50 per cent
income tax rate for high earners.

It is also possible to take up to
25 per cent as a tax-free lump sum
and then vary the income taken
from the pension by leaving the fund
invested and going into “income
drawdown.” This can be done with
a personal pension, such as a Self
Invested Personal Pension (SIPP), or

an occupational scheme, although

few of these allow it. It is possible to
take between nil and 120 per cent of
rates set by the Government Actuary’s
Department (GAD). This is reviewed
every five years. Income levels can be
changed within these boundaries or an
annuity bought at any stage.

Funds can be passed on to
beneficiaries when you die, subject to
a 35 per cent tax charge before the
age of 75. After 75 you move into an
alternatively secured pension (ASP).
Income limits are narrower, between
55 per cent and 90 per cent of GAD
rates for a 75-year-old. Financial
dependants will be subject to an
82 per cent tax charge on the residual
fund. If you have none, the money
goes to charity. Remember, though,
that your fund could also fall in value.

GAD rates are tied to gilt yields,
which are near all-time lows due to
the Bank of England’s programme of
buying up gilts (yields fall as prices
rise). However, with a “scheme
pension,” available via a SIPP, it is
possible to take more money out of a
pension fund. Rates are calculated by
an actuary rather than GAD, taking into
account assumptions of how long you
are likely to live, the poorer your health,
the higher the rate.

If you have a Small Self Administered
Scheme (SSAS), your business (sole
trader, partnership, limited company or
limited liability partnership) can borrow
money from your pension fund at very
competitive rates. In this way, directors
and business owners can access vital
funding they might not be able to get
from their bank.

Although the government performed
a U-turn on allowing savers to put
single residential properties, such as
their second homes, into their pension
funds in 2006, you can access the
residential property market if you have
a SIPP or SSAS through a “genuinely
diversified commercial vehicle.”

You can also use existing
investments to make a pension
contribution by selling them and
buying them back in your SIPP, in what
is known as “bed and SIPP.”

From the start of the new tax year
on April 6, 2010, the withdrawal of the
personal allowance by £1 for each
£2 earned over £100,000 means that

those earning between this amount and
£112,950 will effectively get 60 per cent
tax relief on pension contributions. That is
because they will not only get 40 per cent
tax relief on contributions, but also some
or all of their personal allowance back
depending on how much they contribute.
If you die before taking any benefits
from your personal or occupational
pension scheme, the entire fund
will pass tax-free to your chosen
beneficiaries. These will, however, be
added to your beneficiaries’ estates for
Inheritance Tax purposes. This is levied
at 40 per cent, so a £200,000 pension
fund will potentially incur tax charges
of £80,000, if this is over and above
other assets worth over the current nil-
rate band of £325,000.

Retirement may seem a long way
off, but are you saving enough now
to live well in years to come? And
if you’re approaching retirement,
do you have enough saved for

a comfortable retirement? It’s
may not be too late to boost your
retirement savings if you take
action now. Or if you are now
retired, you’ll need a strategy to
enjoy your new lifestyle and make
your savings last. If you would like
to discuss the retirement options
available to you, please contact us
for further information.

The value of investments and the
income from them can go down as well as
up and you may not get back your original

investment. Past performance is not an
indication of future performance. Tax
benefits may vary as a result of statutory
change and their value will depend on
individual circumstances. Thresholds,
percentage rates and tax legislation may
change in subsequent finance acts.
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Higher rate
tax payers
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more lightly taxed capital gains
are being lured by the ‘glister
of fool’s gold’, according to a
top HM Revenue & Customs
(HMRC) official.

Dave Hartnett, HMRC
permanent secretary for tax,
pledged action against avoidance
schemes, which is one reason the
Treasury expects to collect only
30 per cent of the potential yield
from the 50p rates.

‘For HMRC, a 70 per cent
attrition rate or tax gap in respect
of the 50 per cent rate would not
be acceptable. We are keeping
such schemes under very close
scrutiny and where such schemes
are seen to work technically,
we will not hesitate to go to our
ministers to ask for a change to
the legislation,” said Mr Hartnett.

Some planning approaches
maybe acceptable, as long as
they are genuinely commercial
arrangements that involved a
transfer of risk to the employee.
One acceptable approach might
be to issue nil-cost share options.
An employee could choose when
to exercise the option and trigger
the income tax bill over a period
of between three and 10 years,
which might coincide with a
reduction in the tax rate.

To discuss your
specific requirements
orto obtain further
information, please
contactus.
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Making awill

Don’t leave your loved ones with additional costs and complications

People, who die without a will, or intestate,
leave costs and complications to their
loved ones and often gift hundreds of
thousands of pounds to the State in
avoidable Inheritance Tax.

The Law Society says that anyone with
assets and family or friends should make a
will, regardless of their age. It is especially
important if you are not married to your
partner because the law does not accord
partners the same automatic rights of
inheritance as spouses.

It is also vital if you have children, as you
can nominate guardians to care for them.

It is important to create a list of assets
and debts and their approximate values.
Include your property, investments, savings,
insurance policies and pension.

In addition consider details of individual
bequests. Simply telling a relative that an
item will be his or hers one day could cause
trouble later.

You should receive professional advice
on Inheritance Tax (IHT) planning as part of
writing your will. Simple measures could save
the beneficiaries of wealthier homeowners
tens of thousands of pounds in tax.

A key element of making a will is the
naming of executors to ensure that your

will instructions are carried out. These are

often unpaid friends or family members,
typically a spouse or partner, but can
be paid professionals, such as solicitors
or a bank or building society. Unpaid
executors can choose a solicitor to do
the work and reclaim fees and expenses
from your estate.
You should update your will every
five years or so and whenever your
circumstances are changed by a
significant life event, such as marriage,
divorce or a birth or death in the
immediate family. Another example would
be after a house purchase or move.
Make sure one copy of your will is
kept secure or deposit one with a
probate registry.

If you would like us to email a copy
of our digital magazine to someone
you know, please email us with their
details and we’ll send them a copy.

Individ ual Saving Accounts

Are you taking advantage of the increased savings allowance?

The end of the 2009/10 tax year is rapidly
approaching and now is the perfect

time to consider your Individual Savings
Account (ISA) options. These tax-efficient
wrappers are a popular and simple way
to save and you don’t pay any personal
Income Tax or Capital Gains Tax on any
profit you may make.

ISAs were introduced by this
government in April 1999 to replace
Personal Equity Plans (PEPs) and Tax
Exempt Special Savings Accounts
(TESSAS) as a tax-efficient way to
encourage people to save over the
medium- to long-term.

What can you save or
invest in an ISA?
ISAs can be used to:

B save cash in an ISA and the interest
will be tax-free

B invest in shares or funds in an ISA -
any capital growth will be tax-free and
there is no further tax to pay on any
dividends you receive

Savers born on or before 5 April 1960
(that is, aged 50 or over during the
current tax year) can save up to £10,200.
The full £10,200 can be invested in a
stocks and shares ISA with one provider
or up to £5,100 can be saved in a cash
ISA with one provider, with the remainder
being saved in a stocks and shares ISA

with either the same provider, or another.
Savers who were born after 5 April 1960
can save up to £7,200. The full £7,200
can be invested in a stocks and shares
ISA with one provider or up to £3,600 can
be saved in a cash ISA with one provider,
with the remainder being saved in a stocks
and shares ISA with either the same, or
another provider. From 6 April 2010, the
ISA limit will increase to £10,200, up to
£5,100 of which can be saved in cash for
all ISA investors.

Transferring money from cash
ISAs to stocks and shares ISAs

If you have money saved from a previous
tax year, you can transfer some or all of
the money from a cash ISA to a stocks
and shares ISA without this affecting your
annual ISA investment allowance.
However please remember once you
have transferred your cash ISA to a
stocks and shares ISA it is not possible to
transfer it back into cash.

How much tax will you save?
Interest and Dividends from savings:

B if you pay tax at the basic rate,
outside an ISA you would usually pay
20 per cent tax (2009/10) on your
savings interest

m if you pay tax at the higher rate, outside
an ISA you would usually pay tax at
40 per cent on your savings interest

H if you pay the ‘saving rate’ of tax for
savings, outside an ISA you would
pay tax at 10 per cent on your savings
interest

B if you’re a basic rate taxpayer inside or
outside an ISA you pay tax at 10 per
cent on dividend income. This is taken
as a ‘tax credit’ before you receive the
dividend and cannot be refunded for
ISA investments

B if you’re a higher rate taxpayer you
would normally pay tax on dividend
income at 32.5 per cent. In an ISA
you won’t get back the 10 per cent
dividend tax credit element of this, but
you will save by not having to pay any
additional tax

Capital Gains Tax

(CGT) savings

If you make gains of more than £10,100 from
the sale of shares and certain other assets

in the tax year 2009/10, you would normally
have to pay CGT. However, you do not have
to pay any CGT on gains from an ISA.

The value of your investment can go
down as well as up and you may not get
back the full amount invested.

If you would like us to email a copy
of our digital magazine to someone
you know, please email us with their
details and we’ll send them a copy.
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NEW DISCLOSURE
OPPORTUNITY

Tackling offshore evasion of taxes

The Chancellor, Alistair Darling reiterated the
government’s commitment to in the Pre-
Budget Report by announcing a new tougher
penalty for anyone not taking advantage of the
recent amnesties.

Referring to the New Disclosure Opportunity
(NDO) and the Liechtenstein disclosure facility,
Mr Darling announced that legislation would be
brought forward to ensure that those failing to
declare offshore tax liabilities will face the tough
penalties attracted by deliberate tax evasion.

There will also be a new requirement to
notify HM Revenue & Customs when opening
offshore bank accounts in certain jurisdictions,
supported by a separate penalty regime. Evading
tax offshore could therefore result in combined
penalties of up to 200 per cent of the unpaid tax.

The total package of measures to protect tax
revenues raises £165m by 2011/12 and protects
around £5bn of tax receipts a year from erosion
by tax evasion and avoidance.

Anyone concerned about their offshore tax
affairs should obtain advice on their position.
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New tax plan
targets construction
businesses

Self-employed reclassified to PAYE

payments of over £105 per week.

Self-employed contractors
caught by the proposed changes
will also have to pay National
Insurance at a far higher rate.
Currently self-employed workers

Under the proposals, the pay £2.40 each week in NICs, but
government will reclassify the if these changes are implemented,
income of self-employed workers in  the figure could increase to 12.5
the construction sector so they will per cent of gross income.
be subject to PAYE and higher rates
of National Insurance.

This means that construction
businesses will have to pay
National Insurance on the
payments they make to affected
workers at 12.8 per cent, that is

New proposals from HM Revenue
& Customs will target construction
businesses with a considerable
increase in tax and increased red
tape, warns City law firm Reynolds
Porter Chamberlain.

For further information or to
discuss your requirements,
please contact us and we’ll
provide you with a complete
financial wealth check.

Car scrappage scheme

Government’s extension welcomed

The government’s decision to extend

the car scrappage scheme could prove
helpful to businesses with vans. Over
£300 million has already been invested
in the scheme, which encourages car
drivers to trade in vehicles older than
10 years in return for a £2,000 discount
on new models.

Lord Mandelson, the Business
Secretary, announced that a further
£100 million would go into the scheme.
The government has estimated that the
extension will fund a further 100,000
vehicles, bringing the total up to
400,000. As well as additional public
funding, the government has also
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changed the qualifications
for the scheme.

The age eligibility for cars " .."I
has been dated to 29 February o
2000 (the previous registration v

cut-off point was 31 August 1999).

Now owners with vans
aged over 8 years can also qualify for
the scheme (the original
requirement was that vans
needed to be 10 years old).

The scrappage scheme is still due to
come to an end on 28 February 2010
or when the current funding ends,
whichever is the sooner.

Relief for
entrepreneurs’

Tax doesn’t have to be taxing

Entrepreneurs’ relief potentially allows
every individual to pay just 10 per cent
on capital gains for up to £1 million.
The relief took effect from 6 April 2008
alongside the Capital Gains Tax (CGT)
reform programme announced in the
Pre-Budget Report.

Entrepreneurs who sell businesses
must pay CGT on money generated
by the sale. Entrepreneurs’ relief is
available for gains made following the
sale of all or part of a business, and
gains made from the sale of any assets
when a business ceases to trade.

The government previously levied CGT
at 18 per cent across the board. Under
entrepreneurs’ relief, the first £1 million
of gains has an effective rate of 10 per
cent. After this, 18 per cent applies.

There’s no limit to the claims an
entrepreneur can make for the tax relief.
The total entrepreneurs’ relief over the
course of a lifetime, however, must not
exceed £1 million of gains. The current
tax-free annual exemption is £10,100

(2009/10) remains in place. The former
taper relief and indexation allowance
have gone.

CGT is a single rate of 18 per cent.
The entrepreneurs’ relief, however,
reduces an individual’s first £1 million
of gains by 4/9ths. The effective rate for
this £1 million is therefore 5/9ths of 18
per cent = 10 per cent.

What you should do

Review your position to ensure you are
eligible for Entrepreneurs’ relief in the
event of a sale of your business.

Put planning in place, due to the
ownership period condition, it is no
longer possible to wait until the advent
of a sale before capital gains tax
planning is considered.

Extend the scope of the relief to family
members and other individuals which
could result in multiple usage of the relief.

Implement planning which will help
you realise your investment with minimal
tax impact.




Taxing ideas that could
save you money
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Check your PAYE code
You should check you are on the correct
code, don’t just assume that if tax is

can claim back the excess for up to six
previous years. If you have been paying
too little the Revenue can claim it back.

Make full use of your personal
allowances

We all have a personal allowance,
currently £6,475 (under 65) a year,

which is the amount you are allowed

to earn before you start paying tax.
Couples should consider maximising
their personal allowances by channelling
savings and investments towards the
person who pays the least amount of tax.

Consider carrying out

asalary sacrifice

Salary sacrifice means giving up the
right to part of your salary in exchange
for a benefit, such as an employer
pension contribution. Both you and your
employer will save money on National
Insurance and the employer also saves
on Corporation Tax.

Make the most of tax relief at
your highest marginal rate on
pension contributions

You should make the most of tax relief at
your highest marginal rate on

pension contributions. This tax break is

taxpayer and so receive relief at
40 per cent on your pension contributions.

Bring forward dividend payouts
tothistax year

If you are a high earner and work for

a family company or have your own
company, you should consider bringing
forward income distribution from future
years to this tax year. If you pay yourself
a dividend this year, and assuming you
are a higher-rate taxpayer, you would
currently be paying an effective rate of
25 per cent on dividends. But from the
next tax year you would, as a top-rate
taxpayer, be paying an effective rate of
36.1 per cent on your dividends.

Take advantage of your ISA
allowance

Savings Account (ISA) tax-efficient savings
account allowance. The maximum annual
contribution has been raised by £3,000

¢ 10 £10,200. Those aged 50 or over on or
before 5 April 1960 (that is, aged 50 or over
during the current tax year) can invest the
being deducted at source it must be right.
If you have been paying too much tax you

extra money immediately, while those under
50 can do so from 6 April 2010.

: Savings and bonds

If your deposit accounts pay interest

¢ only once a year and that falls after

April 5, think about closing the account

© so that interest accrued to date will be

© taxed in the current tax year. You could
also consider cashing in investment

¢ bonds and gilts (government bonds).
Higher-rate taxpayers can take 5 per
cent a year from investment bonds with
no tax to pay but it becomes due at your
highest rate when the bond is cashed

in, so it’s wise to do so while in a lower

i band. The growth in value of gilts is
subject to income tax, too.

particularly valuable if you are a higher-rate ;| Bring forward income
Shareholders in their own businesses
¢ who take money as dividends will be
taxed at 32.5 per cent until April 5,
rising to 42.5 per cent the following day.
: On £10,000-worth of dividends, you
would save £1,000 in tax by bringing
i the payment forward. Bear in mind,
though, that you would also have to pay
the tax via your self-assessment form a
: year earlier.

. Share incentive schemes

i High earners could ask their employer to
set up a share incentive scheme ahead
of the changes so, instead of taking cash
bonuses, they could receive shares in the
firm. This converts income taxed at up to
i 40 per cent (or 50 per cent from 6 April
2010) into gains taxed at the flat rate of
capital gains tax (CGT) of 18 per cent.

It makes sense to fully utilise your Individual

: Defer tax relief

¢ Consider deferring claims for tax relief
until the 2009/10 tax year has ended on

April 5, boosting potential tax relief to
© 50 per cent from 40 per cent.

: Review family trusts

It could be worth drawing income arising
in a family trust. This is taxed at 20 per
: Make sure you receive your age

i allowance if you are over 65
Make sure you receive your age

: allowance if you are over 65. This
allowance is currently worth £3,015 on

¢ top of the normal personal allowance
for those aged 65 to 74 and £3,165

for those over 75, taking their total
personal allowance to £9,490 and
£9,640 respectively. Those entitled to it

¢ should make sure they claim it as it is
sometimes not included automatically in
an individual’s tax coding.

i centon up to £1,000 and 40 per cent
thereafter, rising to 50 per cent from April.
Even trusts with a small amount of income
will be subject to tax at 50 per cent.

Alternatively, beneficiaries could draw

the income if their other earnings are
© below £150,000.

. Crystallise pension benefits
People in their early fifties who want to
retire early, or release tax-free cash from
their pensions, should consider doing

so before April 5, when the minimum
retirement age goes up from 50 to 55.

i However, there are some instances
where it is not advisable to take the

cash. For example, if your pension has

a guaranteed annuity rate, you maybe
better off using your entire fund to buy an
¢ annuity. If you are in a final-salary scheme
you could choose to take extra tax-free
cash and a reduced pension, although
take care as the income you would give
up is guaranteed, is inflation-proofed
and has a widow’s or widower’s benefit.

¢ However, in other cases it may be worth
crystallising benefits. Equally, it may be
worthwhile if you want to free up cash to
make gifts for Inheritance Tax planning or
make other tax-efficient investments.

. Review holiday lets
If you let property short-term, this is the
i final tax year in which you can offset

expenses against income, so get any

work done on the property before 6 April
2010. It must be let for at least 70 days a
i year, excluding lets exceeding 31 days,

and be available for rental for at least

140 days. If you are the owner of such

a property you have until 5 April 2010 to
take advantage of the current furnished

i holiday lettings tax relief’s. These include
flexibility with using income losses,
additional capital allowances, certain
capital gains relief’s and relevant UK
earnings treatment for pension purposes.

For further information or to
discuss your requirements,

please contact us and we’ll
provide you with a complete
financial wealth check.
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Fulfilling your
tax obligations

Burden on SMEs impacts
on profitability

HM Revenue & Customs (HMRC) has issued
a warning on the practice of “phishing.”
Phishing is the term used where fraudsters
attempt to steal your identity by sending you
an email which leads you (via a “click here”
link) to a counterfeit website in the hope
that you will disclose private information
such as your address, date of birth, national
insurance number or bank details. HMRC
will never send you an email asking you to
disclose information of this nature.

HMRC has warned of a scam concerning
tax rebates. Fraudsters are emailing members
of the public advising a tax rebate is due and
they usually include a link which will take you
to an online form where you can enter your
personal details. They will then use these
details to steal your identity and commit
further fraud.

Identity theft is big business and costs
the UK around £1.7bn pounds every year.
Fraudsters use the details they have obtained
in phishing scams to take out loans, credit
or store cards and run up debts in your
name. Usually the first you know about it is
when you genuinely apply for credit and are
refused. Your credit rating can be damaged
and it can take years to recover from the
effects of having your identity stolen.

It’s important for you to keep an eye on
your credit history to make sure no one has
applied for credit or are running up debts in
your name.

To discuss your specific
requirements or to obtain
further information,
please contact us.

Self Assessment

How complicated are your tax affairs?

Self Assessment involves
completing an online or paper tax
return in order to tell HM Revenue
& Customs (HMRC) about your
income and capital gains (profits
on the sale of certain assets), or
to claim tax allowances or relief’s
against your tax bill. HMRC uses
the figures on the tax return to work
out your tax bill, or you can work it
out yourself.

There are different types of tax
return and different supplementary
pages you may need to complete
depending on your circumstances.
There are also deadlines for
sending your tax return in and
penalties and interest charges if it
arrives late.

If you pay tax on your earnings
or pensions through PAYE (Pay As
You Earn) your employer or pension
provider deducts tax on HMRCs
behalf and you won’t usually need
to complete a tax return. In these
cases HMRC will normally also ask
them to use the PAYE system to

deduct any tax you may owe on
a State Pension or other taxable
income (e.g. investment or rental
income) up to a certain level.

But if you have more complicated
tax affairs, you may need to
complete a tax return. There are also
certain circumstances in which you
will always need to complete a tax
return, e.g. if you're self-employed,
a company director or a trustee, or if
you have foreign income.

Self Assessment tax returns are
normally sent out in April each year,
or a notice to fill in a tax return
if you file online. If you have not
received a return but think you
should complete one, contact your
tax office. Your employer or pension
provider will have details of this.

You can ask to complete a tax
return at any time, e.g. if you want
to claim a particular tax relief or
exemption. HMRC will send you a
return if necessary. You can’t send
HMRC a Self Assessment return
without contacting them first.

Further pension changes on
the horizon for higher earners

Contributions restricted on a tapered basis from 2011

From 6 April 2011, tax relief on all
pension contributions, including
employers’ contributions, will be
restricted on a tapered basis for
those with annual total incomes
of £150,000 and over with full loss
of higher rate relief for those with
income of £180,000 or more.

Alistair Darling, the Chancellor,
announced during his Pre-Budget
Report that a further restriction on
pension contributions for high earners
will apply. It is now proposed that
‘income’ will include the value of
employer contributions - i.e. pension
benefits funded by, or eventually
funded by, the individual’s employer.

Individuals with pre-tax incomes
of less than £130,000 (including

their own pension contributions
and charitable donations but
excluding employer contributions),
will be excluded from the
restriction and will not need to
value their employer-funded
benefits (reducing uncertainty and
administration costs).

The government has already
introduced complex “anti-
forestalling” measures to prevent
earners above £150,000 from
making top-ups of more than
£30,000 a year to their pensions
before 2011. These rules now also
apply to those earning more than
£150,000 under the new “gross
earnings” calculation.

Taxation of workers

False self-employment in construction

The government has issued a
Consultative Document entitled
‘false self-employment in
construction: taxation of workers.’
Whilst the issue of status is not
new, and certainly not unique to
the construction industry, there is
a higher than average number of
workers in this industry claiming
‘self employed’ status.

Taking a more aggressive
approach the government
has outlined its proposals for
introducing new legislation to
deal with the issue once and for

all. The proposals effectively turn
the whole issue on its head and
suggest that the individual will be
classed as an employee unless
they satisfy one or more of three
criteria. The criteria being:

B The individual provides plant
& equipment over and above
tools of the trade normal and
traditional in the industry;

B The individual provides materials
required to complete the job;

B The individual provides other
workers to complete the job.

NATIONAL
INSURANCE
CONTRIBUTIONS

0.5 per cent increase from April 2011

The starting point for employers’, employees’
and self-employed national insurance
contributions (NIC) will be maintained at £110 a
week despite the negative rate of inflation.

But there will be an additional 0.5 per cent
increase in the employee, employer and
self-employed rates of NIC from April 2011,
alongside an increase in the point at which
individuals start to pay NIC to protect the
15m people on incomes below £20,000.

The change effectively doubles the changes
proposed in the 2008 Pre-Budget Report.

The upper earnings and profits limits for
Class 1 and Class 4 NIC respectively will be
maintained at their current level of £844 a week,
and for the self-employed, the rate of Class 2
contributions will continue to be £2.40 a week.
Class 3 contributions will also remain at their
current rate of £12.05.

In line with the increase in the amount of the
state pension (also announced in the Pre-
Budget Report), the lower earnings limit and the
special Class 2 rate for volunteer development
workers that are linked to this level, will rise to
£97 a week and £4.85 respectively.

When added to those rises previously
announced, this means that employer NICs will
rise from 12.8 per cent to 13.8 per cent and
employee’s rate will rise by 1 per cent from 6 April
2011. These changes will apply to all employers
and employees who pay NIC (essentially those
earning more than £97 per week. This will mean
that, for example, those employees on incomes
over £150,000 will see their marginal rates (for
income tax and NIC) rising from 41 per cent now
to 52 per cent from 6 April 2011.

Strategiesto save NICs

B Increase the amount the employer
contributes to company pension schemes

B Share incentive plans (shares bought out of
pre-tax and pre-NIC income)

B For companies, disincorporation and instead
operating as a sole trader or partnership

B Instead of more salary, paying a significant
one off bonus to reduce employee
contributions (this will not work for directors)

B Paying dividends instead of bonuses to
owner-directors

B Provision of free childcare or childcare
vouchers
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We serve a wide range of business
clients and we’re passionate about
providing tailored advice. Is it time
you had a wealth check?

Our range of corporate services is extensive, including financial
guidance and assistance for organisations.

Contact us to discuss how we could take away your tax headache,
or visit our website for further information.




