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Key Points 
 

• Withdrawal of the basic personal allowance for individuals whose income exceeds 
£100,000 at a rate of a £1 reduction in the allowance for every £2 of income. The 
allowance will be completely withdrawn at an income level of £112,950. 

 
• Income in excess of £150,000 will be taxed at 50%, with the dividend rate at these 

levels rising to 42.5%. 
 

• Trusts will be taxed at 50% on income with a dividend rate of 42.5%. 
 

• The personal allowances and basic rate bands of tax remain unchanged from 
2009/10 levels. 

 
• Higher rate tax relief on pension contributions restricted for individuals with income 

in excess of £130,000. 
 
• Regular pension contributions continue to receive higher rate tax relief but any 

higher rate relief for additional or non regular contributions will be restricted to a 
special allowance of £20,000 (or £30,000 in certain circumstances).  

 
• Inheritance Tax nil rate band frozen at £325,000 until 2014/15. 

 
• From 6 April 2011 National Insurance Contributions will increase by 1% for 

employees and the self employed. 
 

Pensions 
 
As announced in last year’s Budget and the Pre-Budget Report (PBR) higher rate Income 
Tax relief will be restricted for those individuals with incomes greater than £150,000. 
 
In the current tax year and for 2010/11 anti-forestalling rules are in place preventing 
exploitation of the current tax reliefs, in anticipation of the above changes. The income 
threshold is currently £130,000. 
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Regular pension contributions will continue to receive higher rate tax relief for the current 
and 2010/11 tax years but relief for additional or non regular contributions will be restricted 
to a special allowance limit of £20,000 (or £30,000 in certain circumstances). This applies 
to both individual and employer contributions.  
 
From April 2011 there will be no special allowances and higher rate relief will be tapered for 
those with incomes between £150,000 and £180,000. Above £180,000 only basic rate relief 
will be obtained on all contributions. As a further complication, those with an income greater 
than £130,000 will need to add any employer contribution made on their behalf to this 
income, to determine whether the aggregate exceeds the £150,000 threshold.  
 
The Lifetime Allowance of £1,800,000 and Annual Allowance of £255,000 for the 2010/11 
tax year will be held constant at that level for the following five years. 
 
Capital Gains Tax 
 
The rate of Capital Gains Tax (CGT) remains at 18% but the lifetime limit on gains 
qualifying for Entrepreneurs Relief (effective CGT rate of 10%) is doubled to £2m for gains 
made after 6 April 2010. 
 
Inheritance Tax 
 
The Inheritance Tax threshold is frozen at £325,000 until 5 April 2015. 
 
Individual Savings Accounts (ISAs) 
 
The annual subscription limit as announced in the previous Budget has been raised to 
£10,200 of which £5,100 can be in cash. 
 
In future years from 2011/12 onwards the ISA limit will increase annually in line with the 
Retail Prices Index (RPI). If the RPI is negative there will be no change to the ISA limit. 
 
EIS and VCT Schemes 
 
Shares in a company will be excluded from qualifying for EIS and VCT relief if it is 
reasonable to assume that the company would be treated as an ’enterprise in difficulty’. 
 
Also the rule stating that a company must operate ‘wholly or mainly’ in the UK in order for 
its’ shares to qualify for EIS or VCT relief, will be replaced with a requirement that they 
must have a ‘permanent establishment’ in the UK. 
 
Settlor interested Trusts 
 
Currently, a settlor can receive repayments of tax on trust income if they pay income tax at 
a lower rate than the trustees. For any repayment relating to income tax chargeable on or 
after 6 April 2010, the settler will have to pass any such repayments on to the Trustees. 
These payments to the trustees will be ignored for Inheritance Tax purposes. 
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Furnished Holiday Lettings 
 
With effect from 6 April 2010 (or from 1 April 2010 for companies) the Furnished Holiday 
Lettings (FHL) rules will be withdrawn. This will mean the tax treatment of FHLs will be the 
same as for other property rental businesses. 
 

Stamp Duty Land Tax (SDLT)  

As an incentive to first time buyers there will be relief from SDLT for any residential 
property purchases up to £250,000 made between 25 March 2010 and 24 March 2012. 

The relief will only apply where the purchaser or all purchasers are first time buyers and 
intend to occupy the property as their only or main residence. 

From 6 April 2011 the rate of SDLT on purchases of residential property above £1m will be 
at a rate of 5%. 

VAT 
 
The registration and deregistration thresholds are to be increased by £2,000 to £70,000 
and £68,000 respectively with effect from 1 April 2010. 

Corporation Tax - Rates 

For the Financial Year commencing 1 April 2010 the small companies rate of corporation 
tax remains at 21%, with the main rate of corporation tax remaining at 28%. 

The fraction used in the marginal relief calculation for smoothing the difference between the 
main and small companies rates remains at 7/400ths. 

Enterprise Management Incentives (EMI) 
 
The qualifying conditions for a company to offer share options to their employees under 
EMI have been changed. 
 
The requirement for a company granting qualifying EMI options to its employees to operate 
‘wholly or mainly’ in the UK has been amended to require the company to have a 
‘permanent establishment’ in the UK. 

Company Cars and Vans - Zero Emission vehicles and benefit charge 

Two changes will be effective to the chargeable benefit in kind on company cars and vans: 
for five years from 6 April 2010 to 5 April 2015: 
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• the first change is full relief from the chargeable benefit in kind on company cars and 
vans which cannot produce more than 0gm per km CO2 engine emissions under 
any circumstances when driven.  

 
• the second change reduces the chargeable benefit in kind on company cars which 

have an approved CO2 emissions figure of exactly 75g per km or less. 

Loss carry back 

The temporary extension of trading loss carry-back from one to three years for losses up to 
£50,000 continues for the 2008-09 and 2009-10 tax years for both companies and 
unincorporated businesses. 

Capital expenditure: Annual Investment Allowance (AIA) 

The Annual Investment Allowance (AIA) will increase to £100,000 from 1 April 2010 (for 
companies) or 6 April 2010 (for unincorporated businesses). 

The AIA provides relief for expenditure on Plant and Machinery (excluding cars) to all 
trading and property businesses. 

Release of Loans to Participators - Changes  

The corporation tax rules on loan relationships will be amended to deny a close company a 
deduction for the release or writing off of a loan to a participator in that company. The 
measure has effect for debt (or part debt) releases or write-offs on or after 24 March 2010.  

Earnings paid through Trusts or other entities  

The Government will be taking action to prevent attempts to avoid tax and National 
Insurance contributions through the use of Employee Benefit Trusts and other 
arrangements to disguise payments of remuneration and intends to introduce anti-
avoidance legislation to take effect from 6 April 2011.  

Anti Avoidance - Sideways Loss Relief  

The new rules regarding anti avoidance on sideways loss relief were introduced with effect 
from 21 October 2009. The rules state that any sole trader or partnership loss arising from 
a trade, profession or vocation, may not be relieved either sideways against other income 
or relieved against capital gains. This applies if the loss either directly or indirectly results 
from a relevant tax avoidance arrangement, i.e. where the main purpose of an arrangement 
is obtaining a reduction in tax liability. 

 


