Pre-Budget Report 2009

Business tax

· To the relief of many smaller firms, the Chancellor has deferred the planned 1% rise in the rate of small companies’ corporation tax..  The rise from 21% to 22% has been deferred for another year.
· The business rates relief scheme for empty properties, has been extended.  In 2009/10 empty properties with a rateable value up to £15,000 were exempt from business rates and that relief has now been extended so that for 2010/11, empty properties with a rateable value below £18,000 will not be liable to business rates.

· From 2012 there will be changes to company car tax .  The CO2 emission thresholds for company car tax bands will be moved down by 5g CO2 per km and the graduated table of company car tax bands will include a new 10% band for cars emitting up to 99g CO2 per km
· The Chancellor confirmed that the standard rate of VAT will return to 17.5% from 1 January 2010.
Personal Tax
The Chancellor announced a number of measures which over the next four to five years will, significantly increase the tax and national insurance contribution (NICs) yields. These are as follows:

2010-11

· There will be no increase in personal allowances. For persons aged under 65, the personal income tax allowance will, therefore, remain at its current level of £6,475.

· There will be no change in the higher rate threshold (which is the same as the upper earnings limit or upper profits limit for NICs). Individuals will pay tax at 20% on the first £37,400 of taxable income and 40% on taxable income above that figure and under £150,000.

· The new top rate of tax of 50% announced in the 2009 Budget will apply to income over £150,000. 

2011-12

· Employers' NICs will rise from their current level of 12.8% to 13.8% (an increase of 0.5% having been announced in the 2008 Pre-Budget Report and a further 0.5% just announced).

· Class 1 (employees') NICs on earnings between the primary threshold and upper earnings limits will rise from 8.5% to 9.5% (an increase of 0.5% having been announced in the 2008 Pre-Budget Report and a further 0.5% just announced), as will Class 1A and 1B (payments by employers on benefits provided) and Class 4 (self-employed) NICs .

· The additional rate of Class 1 and Class 4 NICs (on earnings above the upper thresholds) will increase from 1% to 2%, (an increase of 0.5% having been announced in the 2008 Pre-Budget Report and a further 0.5% just announced).

· To compensate the lowest earners for the increase in the Class 1 and Class 4 NICs, the primary threshold and lower profits limit will be increased by £570 over the rate of the personal allowance (the alignment of the lower threshold, currently £4,940, with the personal allowance having been announced in the 2008 Pre-Budget Report). The increase in the threshold will mean that workers earning less than £20,000 will not pay NICs.

2012-13

The Chancellor announced that the NIC higher threshold/income tax higher rate threshold will be frozen in this year. 
Inheritance Tax

The inheritance tax nil rate band will remain at its current level of £325,000 instead of increasing to £350,000 on 6 April 2010.  For chargeable transfers above the value of the nil rate band, IHT is charged at 40% on death and 20% on lifetime transfers to most trusts. 
