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This year’'s Budget was unusual
in two respects. It was the
last to be presented by Gordon
Brown and it gave a picture of
our tax system not just for the
current tax year but set out
some principles which will not
be fully in place until 2009/10.

To get from where we are now
to the revised tax system
involves a number of complex
changes which are being
introduced in different tax
years. However by 2009/10
the key part of the changes is
the alignment of the income
tax and National Insurance (NI)
bands.

The starting rate band on
earned income disappears, the
basic rate of income tax falls
to 20% but the amount of NI
payable goes up for many due
to the jump in upper earnings
limit so that this limit is
aligned with the point at which
higher rate tax is payable.

So considering income tax and
NI together on employment
income, there would be three
effective tax rates:

* 0% on income up to the
personal allowance
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The self employed will pay Class
4 contributions at 8% on the
profits falling within the basic
rate band so their tax rates
are 0%, 28% and 41%.

Do these changes mean you are
better or worse off? The answer
for many is that there will be

little difference in the overall tax
and NI bills. Broadly what has

been saved in income tax will be
taken back again in increased NI.

There the simplification ends
because if your main income
consists of interest or dividend
income, the starting rate band
remains and the tax rates will
be (see tablel:

So taxpayers with little
earned income end up paying
no NI and less tax than
taxpayers with earned income.
This is a rather strange
conclusion for those with long
memories as in times gone by
the tax system charged
investment income to a
surcharge.

The Budget also gave us
significant changes to
corporation tax rates with
profits of up to £300,000
already increased to 20%, and
set to rise again in April 2008
to 21%, and once more in
20089 to 22%.
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Implementation
of Companies
Act 2006

The new Companies Act received Royal
Assent in November 2006 and, as
promised, the government has
subsequently issued consultation
documents on a number of the Act’s
detailed provisions.

Published at the end of February 2007,
the consultation documents included an
overview of the commencement timetable.
This confirmed the government’s intention
that all parts of the Act would be
commenced by October 2008. October
2007, April 2008 and October 2008
emerged as the common commencement
dates, as the Act will be implemented in a
number of stages.

The sections of the new Act that will
govern company accounts and reports
and audit will take effect from 6 April
2008. Sections dealing with new company
formation and constitutional matters will
take effect from 1 October 2008,
although sections dealing with resolutions
and meetings will take effect from an
earlier date of 1 October 2007.

The first two Commencement Orders,

which brought individual sections of the
new Act into force, have also been issued.
The sections introduced include those
enabling:

* the further use of electronic
communications with shareholders

* Community Interest Companies to be
operated in Northern Ireland.

Certain sections of the 1985 Companies
Act have also been repealed.

These include:

* restrictions on public companies (and
private company subsidiaries of public
companies) appointing directors over
the age of 70

the requirement to maintain a register
of directors’ interests, although there
are other relevant requirements for
listed company directors.

Most of the new Act’s provisions will
come into force on the dates prescribed
by Commencement Orders.

We will continue to keep you up to date
with the implementation of the new Act.
If you have any further questions about
how the Act may affect you and your
company please contact Tom McGuire on
0141 566 7000 or email tom.mcguire@
wyliebisset.com

How to pay the National
Minimum Wage

The National Minimum Wage (NMW) has been in force since
1999 hut there is still some confusion about who is entitled
to receive it and what deductions can be made.

Currently all workers aged
22 and over must be paid
at least £5.35 per hour,
which will increase to
£5.52 from 1 October
2007. Younger workers
aged 18 to 21 must be
paid at least the
development rate of £4.45
per hour, which will also
increase on 1 October
2007 to £4.60. The
development rate also
applies to anyone, of any
age, who is receiving
accredited training during
the first six months of an
employment contract.

There is also a lower rate
of £3.30 per hour that
must be paid to workers
aged 16 and 17, who work

after the compulsory
school leaving date. This
date varies across the UK.
In England and Wales it is
the last Friday of June of
the school year in which
the individual became 16.
This lower rate will
increase to £3.40 on 1
October 2007.

None of the NMW rates
apply to apprentices aged
under 19, or those aged 19
and over in the first year of
their apprenticeship. They
also do not apply to
directors who do not have a
service contract with their
own company.

Benefits in kind provided to
the workers generally do

not count toward the NMW,
even if the benefit is
taxable. Where the
employer provides free
accommodation, they may
offset up to £4.15 per day
against the worker's wages
to cover costs, and this
includes the cost of heat
and light provided with the
accommodation.

The NMW rules can be
complicated and the
government are encouraging
HMRC to be much tougher
in their enforcement. For all
payroll enquiries contact
Jacqui Foy on 0141 566
7000 or email jacqui.foy@
wyliebisset.com

Five staff at Wylie & Bisset will risk

most spectacular scenery - up Glen

blisters in June this year when they walk
54 miles of the West Highland Way in 24
hours! They will be joining 1,500 other
individuals taking part in Scotland'’s top
charity endurance event, The RBS
Caledonian Challenge in aid of the
Scottish Community Foundation (www.
scottishcf.org), a unigue charity
supporting the work of local charities
and community organisations the length
and breadth of Scotland.

It is a difficult route involving walking 54
miles non-stop along the West Highland
Way. Starting in Fort William the route

passes through some of Scotland’s

Nevis, down the Devil’'s Staircase,
across Rannoch Moor, past Crianlarich,
finishing at Ardlui on the shores of Loch
Lomond.

If you feel sorry for them and want to
lend support please do so by contacting
Beverley Quin on
0141 566 7013
with details of
your donation.




Should you buy more shares

or make a I_oan?

When you are considering making a further investment in
your company you may be faced with this decision; whether
to provide the funds as a loan, or buy furthe* shares in the

company.

A loan may seem the more
straight forward and secure
option, as the capital should be
repaid according to the terms
agreed, and interest will be
payable whether or not the
business makes a profit.
However you won't directly
make a profit from the loan
itself if the business is later
sold for a significant gain. To
realise those gains you need to
hold shares in the company. If
you are already the majority
shareholder in the company this
may not be an issue.

Looking at the downside; if the
company goes bust and your
loan is not repaid you should be
able to claim tax relief for
capital loss. As long as the
funds you provided were used

for the trade, the company was
not quoted and certain other
detailed conditions are satisfied
you will have a capital loss. This
can be set against capital gains
you make from that point on,
but as you already have an
annual exemption of £9,200 to
set against capital gains, the
loss may not be that useful.

If you opt for more shares in the
company, and the business fails,
the loss you suffer may be
available to reduce your income
tax for the year of the claim.
This is far more useful than a
loss that can only reduce your
capital gains. However to claim
the loss against income you
must subscribe for new shares
and not buy them second-hand
from another shareholder The

company must
also be
unquoted, trade
mainly in the UK,
and not be involved
in a range of non-
qualifying trades that
include leasing and property.

The decision as to how to
finance the expansion of
a company can be
complex. For funding
advise contact
Lorna Wyllie on
0141 566
7000 or
email lorna.
wyllie@
wyliebisset.
com

Using your home for business

HMRC have now given some guidance to the self-employed on
what costs are potentially allowable and how to apportion the
costs associated with your home when you use that property

partially for your business.

The main point is that HMRC are now
explicitly allowing a proportion of the fixed
costs associated with the home including
mortgage interest, insurance, repairs and
maintenance.

You need to consider these questions:

1.What area is used for business compared
to the total area of the property?

2.How long is it used for and is the area
used for anything else?

3.What fixed costs have been incurred over
the year?

4. What other services are consumed and
are they metered?

For the first question an approximation of the
number of rooms is acceptable. So if you use
one room out of eight, use the fraction 1/8.

Next work out the time in each day the
room is typically used for business

purposes and the time used for other
purposes. Also consider whether the room
has a primary purpose of being used for
your business (eg an office) or is it primarily
for some other use (eg a bedroom).

Then comes the tricky bit. A proportion of
the fixed costs will be allowed according to
the answers from questions 1 and 2. Say
one room out of eight is a bedroom and an
office. It is used for 8 hours each day as an
office and the total fixed costs are £4,000.
A reasonable business proportion of the
fixed costs may be: 1/8 x 8/24 x £4,000 =
£167. Alternatively if the room is rarely
used as a bedroom, a reasonable proportion
may be 1/8 x £4,000 = £500.

The cost of metered services can be
apportioned according to area and usage,
remembering that little light and heat is
used while you are asleep. Telephone bills,
including the line rental, can be apportioned
according to the cost of business calls

made compared to the total cost of all
calls, and a similar reasonable
apportionment can be made for a
broadband internet connection.

When this has been done, the total
business cost must be reasonable for the
use made of the property, so stand back
and consider the result. If the costs are
small you can use a reasonable estimate,
such as £2 per week.

The cost for the use of your home can be
claimed either as part of your accounts
expenditure or on your self assessment tax
return.

For further advice contact Alison Mackay
on 0141 566 7000 or email alison.
mackay@wyliebisset.com
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Wylie & Bisset
Healthcare
update

Wylie & Bisset Healthcare
strengthened their expertise
when they became members
of NASDA (National
Association of Specialist
Dental Accountants) earlier
this year. This reinforces our
specialism in the healthcare
sector. Affiliation to AISMA
(Association of Specialist
Medical Accountants) and to
NASDA provides a guarantee
of a quality service to our
healthcare clients, because of
the high standard of
information that these bodies
require us to prepare for
clients.

For all enquiries relating to
the Healthcare profession you
can contact Tom McCrone or
Tom McGuire on 0141 566
7000 or email info@
wyliebisset.com
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Disclaimer - for information of users

This newsletter is published for the information of
clients. It provides only an overview of the
regulations in force at the date of publication, and
no action should be taken without consulting the
detailed legislation or seeking professional advice.
Therefore no responsibility for loss occasioned by
any person acting or refraining from action as a
result of the material contained in this newsletter
can be accepted by the authors or the firm.

Are you

retirement pension?

The issue of whether or not you will be entitled to a full state
retirement pension is complex but changes included in the
Pensions Bill are intended to simplify this.

The National Insurance
Contributions Office in
Newcastle issue a deficiency
notice to employed persons
whose earnings and national
insurance (NI) contributions
have not been sufficient in a
particular tax year for that year
to count as a ‘qualifying year'.
These notices invite you to pay
additional contributions for the
year. Although these notices
should not be ignored, as there
are time limits on making
additional contributions, it may
not be advisable to make
additional payment at this
stage because of the Pensions
Bill proposals.

What is your state pension
entitlement?

Your state pension entitlement
depends on a number of factors
which include:

* your age
* your sex
* your (NI} contribution history.

Those years for which you have
paid sufficient NI to ensure a

state pension entitlement are
known as ‘qualifying years'.

An NI ‘credit’ may be given for
any of the years for which you
have not paid sufficient or any
contributions. NI credits are
given in a number of situations
and there are proposals in the
Pensions Bill to increase the
circumstances where credits

will apply.

How many qualifying years do
you need for a full state
pension?

In broad terms, a male
pensioner is entitled to a full
basic pension if he has paid or
been credited with the requisite
number of NICs for 44 years,
starting with the contribution
year in which he became 16 and
ending with the contribution
year ending before the year in
which he became B65.

Women who reach the age of
60 before 6 April 2010
currently need 39 years.
Between 2010 and 2020 the
state pension age for women is

entitled to a full state

being gradually increased to 65
so the number of qualifying
years a woman needs will
gradually increase to 44 years.

However the Pensions Bill
proposes that the qualifying
years will be reduced to 30
years for those reaching state
retirement age from

6 April 2010.

Where can you obtain a
forecast of your pension
entitlement?

A forecast of your pension
entitlement can be obtained
from the Pensions Service (part
of the Department for Work and
Pensions). An application form
can be obtained from

www. thepensionservice. gov. uk

If you are an employer your
employees may find a copy of
this article useful.

for accurate pension advice
contact our IFA, Fraser
Thomson on 0141 566 7000 or
email fraser.thomson@
wyliebisset.com

Advisers to the charity sector

Our programme of free seminars to
charities over the last 2 years is
going from strength to strength with
record numbers attending our May
seminar in Glasgow. Our specialist
charities team are working tirelessly
to update our clients and potential
clients on the guidance being received
from the Office of the Scottish
Charity Regulator (OSCR)

Guest speakers are featured at our
seminars and most recently a speaker
from OSCR updated the delegates on
OSCR's first year in operation.

If you are involved with the
management of a charity and would
like to discuss issues relating to the
sector please contact Jenny Simpson
on 0141 566 7000 or email jenny.
simpson@wyliebisset.com
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