




















SPECIAL SUPPLEMENT

National insurance matters

If a spouse is employed by the family
business it is probably worth paying
earnings in 2007/08 of between £87
(the lower earnings limit) and £100
(the earnings threshold) per week.
There will be no employer’s or
employee’s contributions due on the
earnings but entitlement to a state
retirement pension and certain other
benefits is preserved. Note that the
thresholds will be £90 and £105 per
week respectively in 2008/09.

Tip
A PAYE scheme would be needed to

establish the employee's entitlement
to benefits.

For the self-employed there is
a requirement to pay a flat rate

contribution (Class 2). If your profits

are low you can apply for exemption.

The limit for 2007/08 is £4,635. If
contributions have been paid for
2007/08 and it subsequently turns
out that earnings are below £4,635 a
claim for repayment of contributions
can be made. The deadline for this
claim is 31 December 2008.

Tip

On the other hand as the
contributions are only £2.20 a
week, it may be advisable to pay the
contributions in any event in order
to maintain a contributions record.
The alternative voluntary Class 3
contributions are £5.60 a week
higher.

Pension contributions

Giving to charity

Charitable donations made under
the Gift Aid scheme can result in
significant benefits for both the
donor and the charity. Currently
the charity is able to claim back tax
at 229 on any donations and if
the donor is a higher rate taxpayer
the gift will qualify for 40% tax
relief. Therefore a cash gift of £78
will generate a tax refund of £22
for the charity so that it ends up
with £100. The donor will get
higher rate tax relief of £18 so that
the net cost of the gift is only £60.

Tax relief against 2007/08 income
is possible for charitable donations
made between 6 April 2008 and
31 January 2009 providing the

payment is made before filing the
2008 tax return.

Always remember to keep a
record of any gifts you make.

It is also possible to make gifts of
quoted shares and securities or
land and buildings to charities and
claim income tax relief on the value
of the gift. This may be tax efficient
for larger charitable donations.

Tip

The tax a charity can reclaim on
gifts and donations reduces to
20% from 6 April 2008. You may
wish to increase the amount of
your Gift Aid donations as charities
will be worse off.

There are many opportunities for pension planning
but the rules can be complicated. The rules include
a single lifetime limit (£1.6 million in 2007/08) on
the amount of pension saving that can benefit from
tax relief as well as annual limits on the maximum
level of pension contributions (£225,000 for
2007/08).

Tax relief is available on pension contributions at
the taxpayer’s marginal rate of tax. Therefore a
higher rate taxpayer can pay £100 into a pension
scheme at a cost of only £60. Indeed for some
individuals, in particular where income consists
largely of dividend income, the marginal rate of tax

maybe as high as 44.5%. For such an individual the
true cost of a £100 pension contribution is £55.50.
With the inability of the state to provide adequate
levels of retirement pensions widely acknowledged,
it is more important than ever to provide for a
secure old age.

All individuals, including children, can obtain tax
relief on personal pension contributions (not
retirement annuity premiums) of £3,600 (gross)
annually without any reference to earnings. Higher
amounts may be paid based on net relevant
earnings (NRE).

Individuals can make pension contributions of up

to 100% of their NRE in a tax year. Contributions
must be paid during the tax year. There is no facility
to carry contributions back to the previous tax year.

Directors of family companies should, as an
alternative, consider the advantages of setting
up a company pension scheme or, alternatively,
arranging for the company to make employer
pension contributions. If a spouse is employed
by the company consider including them in the
scheme or arranging for the company to make
reasonable contributions on their behalf.

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 responsibilty for the 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.




