The Chancellor gave his Pre-Budget Report to Parliament earlier today. Although his speech contained some tax changes, much of the detail was contained in a substantial volume of notes, reports and other documents published on the Treasury and Revenue websites. There is much to absorb but, at this stage. The changes that affect companies can be summarised below:
Main changes that will affect companies

There were some definite announcements that are relevant to companies:

· The Small Companies’ Rate will remain at 21% for the Financial Year commencing 1 April 2010 and will not be increased to 22% as had been previously announced.

· VAT will go back to 17.5% on 1 January but no further changes were announced.

· All NICs rates will increase from April 2011 by 1% (previously announced at 0.5%). This will increase employer's NICs to 13.8%, with employees paying 12% on earnings up to the upper limit and 2% above the limit.

· The time to pay scheme under which taxpayers can agree with HMRC to spread tax payments will continue to be available – but HMRC will require businesses seeking Time to Pay arrangements worth £1m or more to provide an Independent Business Review in support of their request.
· The Government will introduce a reduced rate of Corporation Tax for income from patents, from April 2013. There will be consultation on this change and it is proposed the reduced rate will apply to patents granted after the legislation is passed.
· The Government will introduce legislation to prevent tax avoidance through the transfer of capital allowances on plant or machinery, where the tax written down value of the plant or machinery exceeds its balance sheet value. The legislation will apply to transfers involving the sale of companies and to transfers involving consortia and partnerships, but it will only apply where the transfers are tax-motivated.
· Currently any intellectual property derived from the research and development on which an SME claims enhanced tax relief must be owned by the company claiming the relief.  This requirement will be abolished for any expenditure incurred by an SME company on R&D in an accounting period ending on or after 9 December 2009.
· Losses arising from hedging structures will be restricted to the real economic loss from these transactions by ensuring that any losses from these arrangements, other than the real economic loss at group-level, are ring-fenced.
More general changes

In a more general context, the following are worth noting:
· Banking payroll tax - the much heralded tax on bankers' bonuses has been introduced. Banks and other financial institutions which pay bonuses of more than £25,000 between today and April 2010 face a 50% payroll tax. This is clearly designed to discourage the payment of bonuses rather than raise revenue.

· Banks are being invited to sign up to a code of conduct under which they commit not to engage in tax structuring that is contrary to the intentions of Parliament or which generates tax results that are inconsistent with the underlying economic consequences. For bank employees, remuneration packages are to be structured so that the bank believes that the proper amounts of tax and NICs are being paid. Time will tell how this affects banks' behaviour.

· The temporary relief from empty business rates where the rateable value is less than £18,000 is being extended through to 2011 - the Chancellor claims that the majority of empty buildings benefit from the relief.

· Further restrictions on tax relief for pension contributions were announced for high earners - increasing the number of people caught by the special charge that applies up to April 2011 and giving details on how the restrictions will work after that date.

· Subject to confirming compatibility with the State Aid rules, 100 per cent first-year allowance will be introduced for business expenditure on new electric vans.  This will apply to expenditure incurred on or after 1 April 2010 for corporation tax and from 6 April 2010 for income tax.

Various other technical changes were announced, giving the impression that HMRC have cleared out their locker in advance of the general election next year. Legislation will be included in the Finance Bill. If the election is held in May (as seems widely expected), then the passage of the Bill through Parliament will be caught by the election timetable which may affect whether all the changes get through.
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