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Dear Client name
Pre-Budget Report 2008
Chancellor Alistair Darling presented his second Pre-Budget Report on Monday 24th November 2008. As expected the speech concentrated on measures to protect and support businesses and individuals in these ‘extraordinary, challenging times for the global economy’.

Many significant tax changes were detailed in the accompanying press releases and other documents. Some of the main proposals are set out below. 
Reduction in the standard rate of VAT 

The standard rate of VAT will be reduced from 17.5% to 15% for the period 1 December 2008 to 31 December 2009. The rate will then revert to 17.5%. No changes have been made to the 5% reduced or the 0% rate.

Personal tax changes from 2010/11
It is proposed that the personal allowance will be subject to an income limit of £100,000. An individual’s personal allowance will be reduced by £1 for every £2 of gross income they have above the income limit, up to a maximum reduction of half of the personal allowance.

For those with income of above a second income limit of £140,000, the amount of their allowance will be further reduced by £1 for every £2 above this income limit, up to a maximum of the full amount of the personal allowance.
A new rate of income tax will be introduced of 45%. This will apply to taxable non savings income and savings income above £150,000. A new rate of 37.5% will be introduced for dividends which fall into this income band. 

Corporation tax rates
The small companies corporation tax rate which applies to companies with up to £300,000 of profits increased from 20% to 21% from 1 April 2008. The intention was to increase this rate to 22% in 2009 but this has been deferred until 1 April 2010.
New trading loss carry back rules

Under current rules businesses already have a number of mechanisms to relieve trading losses against other income including past trading profits.

A proposed revision will apply for one year and will extend the period that current trading losses from businesses can be carried back against previous profits to a period of three years, with losses being carried back against later years first.

The measure will have effect for company accounting periods ending in the period 24 November 2008 to 23 November 2009. For unincorporated businesses, the measure will have effect in relation to trading losses for tax year 2008/09.

HMRC will make repayments arising from loss relief claims received under the new rules on or after Budget Day 2009.
Capital allowances for cars

Further details have been provided on the changes to the capital allowance treatment of cars. The changes will have effect from 1 April 2009 for corporation tax purposes and 6 April 2009 for income tax. The special rules that restrict the amount of capital allowances for cars costing more than £12,000 will be abolished.
· Expenditure on cars with CO2 emissions of 160gm/km or below will be allocated to the plant and machinery ‘pool’ and will obtain 20% writing down allowances (WDA). 

· Expenditure on cars with CO2 emissions above 160gm/km will be allocated to the ‘special rate pool’ and will obtain 10% WDA.

· Cars that have an element of non-business use will continue to be dealt with in a single asset pool to enable the private use adjustment to be made, but for expenditure incurred from April 2009 onwards the rate of WDA will be determined by the car’s CO2 emissions.
The enclosed summary reviews the highlights of the Pre-Budget Report. However if you would like to receive a more comprehensive review of the proposed changes please contact us and we will send you a more detailed summary by post or email. 
Also please do contact us if you would like to discuss anything in more detail. 

Yours sincerely

