
 

 

 

 

 
 

12 March 2008  



Personal taxes 

·  Basic rate of income tax reduced to 20% from 22% from 2008/09. 10% starting rate removed. 

·  The personal allowance increases to £5,435. 

·  No changes to NIC rates. 

·  New rules on domicile confirmed. Subject to a £2,000 de minimis limit, those wishing to use the 

remittance basis will lose personal allowances and CGT exemption.  

Additionally, if they have been UK resident for more than seven of the previous ten tax years, a 

£30,000 charge will apply to obtain this treatment. This should be creditable against foreign tax. 

Children under 18 have been exempted from the £30,000 charge. 

Further technical concessions also granted in connection with trust gains, but not for gains from foreign 

companies owned by non-domiciled individuals. 

·  Tax residence in the UK – from 6 April 2008, the number of days spent in the UK will only include those 

where the individual was in the UK at midnight. Further, this will not apply where the person was in 

transit between other countries, unless they have a further purpose such as attending a business 

meeting whilst en-route.    

·  The capital gains tax rate is to be fixed at 18% from 2008/09. The annual exemption will be £9,600. 

·  Entrepreneurs’ relief is to be introduced with a lifetime limit of £1m per individual. This will apply from 

2008/09 to disposals of trading assets; or shares by officers or employees of personal trading 

companies (minimum holding 5%). The effect is to reduce the capital gains tax rate from 18% to 10% 

on the first £1million of gains. 

·  The inheritance tax nil-rate threshold rises to £312,000. The unused percentage will be transferred to a 

surviving spouse or civil partner. That percentage of the nil-rate band will be given at the rate 

applicable on the second death.  

 

 

Business tax 

·  Main rate of corporation tax reduced to 28% from 30% from 2008/09. 

·  Small companies rate increases from 20% to 21% with planned further increase to 22% from 2009/10. 

·  New review of corporation tax for small businesses looking to simplify calculations and returns. 

·  EIS and VCT investor limit increases from £400,000 to £500,000. 

·  Individual limit for Enterprise Management Incentives share options increases from £100,000 to 

£120,000 for grants on or after 6 April 2008. In addition, Finance Bill 2008 is to impose a new upper 

limit for qualifying companies, of 250 employees. 

·  Foreign profits consultation delayed. 

·  Income shifting changes put back to 2009/10. 

·  Annual investment allowance commences 2008/09 offering 100% allowance on first £50,000 of 

qualifying capital expenditure. 

·  Capital allowances on company cars to operate on emissions basis from 2009/10. 

·  Capital allowance pools of £1,000 or less can be written off. 

·  Reduction in rate of writing down allowances to 20% confirmed. 

·  Phasing out of Industrial Buildings Allowances confirmed. 



·  VAT registration threshold rises to £67,000, deregistration threshold becomes £65,000. 

 

 

 

Other issues 

·  Charities will get tax relief at 22% despite the change in the basic rate of income tax, but only for three 

years. 

·  Vehicle excise duty to be reformed from 2009 to promote greener cars. 

·  Fuel duty increase of 2p per litre postponed until 1 October 2008. 

·  Road fuel duties increase by 1.84p per litre on 1 April 2009 and 0.5 p per litre a year later. 

·  HMRC powers set to increase and failure penalties to rise. 

·  Alcohol duties raised by 6% now and will go up by 2% above inflation for the next four years. Therefore 

beer up by 4p per pint, wine 14p and spirits 55p per bottle this year.  

·  11p on a pack of 20 cigarettes. 

·  Single use carrier bags will be subject to legislation if industry does not take voluntary action. 

·  Anti-avoidance measures announced on – group relief, SDLT, and double tax treaties. 



 

Income tax allowances  2008/09   

Personal allowance (age under 65) £5,435 
Personal allowance (age 65 - 74) £9,030 
Personal allowance (age 75 and over) £9,180 
Married couple's allowance* (age less than 75 and born before 6 April 1935) £6,535 
Married couple's allowance* (age 75 and over) £6,625  
Married couple's allowance* - minimum amount £2,540 
Income limit for age-related allowances £21,800 
* given at the rate of 10%   
  
Income tax rates   2008/09 Band 
Starting rate      10%    (abolished for earnings and pensions income from 6 
April 2008) 

£2,320 

Basic rate          20%     £0 - £36,000 
Higher rate        40% Over £36,000 
  
Capital gains annual allowance 2008/09   
Individuals £9,600 
Trusts £4,800 
  
Inheritance tax 2008/09   
Nil band  £312,000 
40% Excess 
  
Corporation tax bands from 1 April 2008   
Small companies rate       21% 0 - £300,000 
Marginal rate                    29.75% £300,000 - £1,500,00 

Main rate                          28% £1,500,001 or more 
  
National Insurance Contributions 2008/09   

Lower earnings limit, primary Class 1 per week £90 
Upper earnings limit, primary Class 1 per week £770 

Primary threshold per week £105 

Secondary threshold per week £105 

Employees' primary Class 1 rate between primary and upper earnings limit  11% 

Employees' primary Class 1 rate above upper earnings limit   1% 

Employees' contracted-out rebate , salary-related schemes  1.6% 

Employers' secondary Class 1 rate above secondary threshold  12.8% 

Employers' contracted-out rebate , salary-related schemes  3.7% 

Employers' contracted-out rebate , money-purchase schemes  1.4% 

Class 2 rate per week £2.30 

Class 2 small earnings exception per year £4,825 

Class 3 rate per week £8.10 

Class 4 lower profits limit per year £5,435 

Class 4 upper profits limit per year £40,040 

Class 4 rate between lower profits limit and upper profits limit  8% 

Class 4 rate above upper profits limit  1% 

 
 
  



Road fuel duties effective from 1 October 2008 + pe nce per litre / kg  

  
Ultra-low sulphur petrol/diesel 52.35p 
Sulphur-free petrol/diesel 52.35p 
Biodiesel  32.35p 
Bioethanol  32.35p 
Liquefied petroleum gas used as road fuel per kg 20.77p 

Natural gas used as road fuel per kg 16.60p 

Rebated gas oil (red diesel) 10.07p 
Fuel Oil 9.66p 
  
Alcohol duty rates -  from 17 March 2008 Increases 
Beer (pint of beer) 4p 
Wine (75cl bottle) 14p 
Spirits (per 70cl bottle) 55p 
Cider (per Lt) 3p 

 
  
Tobacco duty rates  - from 6pm on 12 March 2008 Tax 
Cigarettes (packet of 20) 11p increase to 22% 

of the retail price plus 
£112.07 per 1000 

Cigars (packet of 5) 4p increase to 
£163.22 per kg 

Hand-rolling tobacco (25g) 11p increase to 
£117.32 per kg 

Other smoking tobacco and chewing tobacco (25g of pipe tobacco) 6p increase to £71.76 
per kg 

* Tax refers to duty plus VAT  
  
Landfill tax    (per tonne)    
 from 1 April 2008 £32 
 from 1 April 2009 £40 
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