
Budget 2010

This presentation is for general information only and is not intended to be advice to any specific 

person. You are recommended to seek competent professional advice before taking or refraining 

from taking any action on the basis of the contents of this presentation. 

This presentation represents our understanding of law and HM Revenue & Customs practice as 

at 22 June 2010. 

22 June 2010

Emergency



Presenters

• Chris Duggan

• Ray Honeywill

• Neil Buckingham

2



VAT

• Standard rate

Increases to 20% from 4 January 2011

Raises extra £12.1bn in 2011/12

Increase adds 1.5% to annual inflation throughout 2011

• Reduced rate

Unchanged at 5%

Applies to domestic fuel etc
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Capital gains tax

• CGT rates from 23 June 2010

o Gains taxed as top slice of income (again)

o Gains within basic rate band taxed at 18%

o Gains above basic rate band taxed at 28%

o 28% rate applies for trusts

• Entrepreneurs’ relief

o 10% rate applies to eligible gains

o £5m lifetime limit – previously £2m

• Annual exemption

o Remains at £10,100

- Taxpayer can choose which gains to offset

o Normal indexation of exemption from 2011/12
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Capital gains tax: asset sale

£50,000 Non-business gain 

Higher rate tax payer

Full annual exemption available
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Pre-Budget
£

Post-Budget
£

Gain 50,000 50,000

Annual exemption (10,100) (10,100)

Taxable 39,900 39,900

Tax @18% = £7,182 @28% = £11,172



Capital gains tax: business sale

£500,000 Long term business gain 

• Higher rate tax payer

• Full annual exemption available
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Pre-Budget
£

Post-Budget
£

Gain 500,000 500,000

Entrepreneurs’ relief (222,222)    N/A

Net gain 277,778

Annual exemption (10,100) (10,100)

Taxable 267,778 489,900

Tax @18%= £48,200 @10%= £48,990



Personal tax

• Personal allowance rises by £1,000 to £7,475 in 
2011/12

o Basic rate limit will be reduced so that higher rate tax 
payers do not benefit.

o Ultimate goal is £10,000 personal allowance 

• No revisions to tax rates

o 50% remains

• Basic rate limit frozen in 2012/13 and 2013/14
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Personal tax allowances
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Child tax credit – family element

2010/11 2011/12

Maximum value £545 £545

Maximum value (baby 
addition)

£1,090 N/A

Family income threshold 
for full amount

£50,000 £40,000

Claw back rate 6.67% 41%

No entitlement @ £58,171 £41,329

From 2012/13 family element withdrawn 
immediately after child element – major impact

Child benefit frozen for three years



National Insurance Contributions

Rates

• 2010/11: No changes

• 2011/12: 1% increase in all main rates

Limits

• Secondary threshold (employer’s) rises by £21 pw 
above inflation in 2011/12 – reduces the impact of the 
NIC rise

• Primary threshold (employee’s) rises to match personal 
allowance in 2011/12 – £5,715 up to £7,475
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National Insurance Contributions

New business employment incentive

• Three year scheme starting by September 2010

• For most of UK outside the ‘Greater South East’ of 
England

• Applies to businesses set up from 22 June 2010

• 12 month employer class 1 NIC holiday for first 10 new 
employees recruited in first year

• Maximum £5,000 per employee

• Further announcement imminent
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Personal tax - investment

ISAs

2010/11 maximum investment £10,200

2010/11 cash element £5,100

Inflationary increases from 2011/12 confirmed, based on 
previous September’s RPI.

Rounded to convenient £120 multiple
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Pensions

• High income excess relief charge

Introduced in Finance Act 2010 and to be scrapped before 
April 2011 start date

• Annual allowance may be cut to £30,000 -
£45,000 from 2011/12

Replacement for high income excess relief charge

A simpler solution along the lines the industry proposed

• Age 75: Compulsory annuitisation

Income withdrawals can continue past age 75 from 22 June

Death benefits subject to IHT after age 75 

35% tax charge on lump sum – total effective rate 61%

Transitional provisions for those reaching 75 now
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Corporation tax

• Main rate from April 2011: 27%

o 1% cuts thereafter to 24% from April 2014 

• Small profits rate from April 2011: 20% 

• Effective marginal rate from April 2011: 28.75%

• Thresholds remain at 1994 levels:

o £100,000 - £300,000

o £300,000 - £1.5m

o Over £1.5m
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Corporation tax rates: 
past and future
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Capital and other allowances

• Changes from April 2012 

• Main P & M rate of WDA cut to 18% – from 20%

• Annual investment allowance cut to £25,000 – from 
£100,000

• R&D reliefs:

o No changes to rates

• Encourages accelerating investment before April 2012
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State pensions and retirement

Basic state pension

• To rise by greater of prices, earnings and 2.5% 
from 2011

• Prices to be measured by CPI, not RPI from 2012

• State pension age to rise to 66, probably from 
2016 for men and 2020 for women

Default retirement age

• Default retirement age of 65 to be phased out 
from April 2011
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Miscellaneous

• CPI to replace RPI 

o For indexation of benefits, tax credits and public sector 
pensions from April 2011

o Government will review use of CPI for taxes and duties

• Furnished holiday lets

o Plans to repeal have now been scrapped, BUT

o Review of regime to be undertaken:

- Days available/let likely to increase

- Treatment of losses to be tightened
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Consultations

• The PAYE system

• Intellectual property

• Research and development expenditure

• Non-doms

• SDLT

• Managed service companies and IR35

• Various investment and asset management issues

• Gift aid

Plus – proposals for ‘Office of Tax Simplification’
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