Budget 2014
The budget was announced on Wednesday 19
March 2014 and all in all it seemed to be a good
news budget.

Accountants
who understand
Agriculture.

“If you’re a maker,
a doer or a saver:
this Budget is for you”

Some of the most important announcements were as follows:
 The Annual Investment Allowance is to be doubled from £250,000 to £500,000
until 31 December 2015.
 Radical changes are to be made to the pensions regime including removing the
restrictions on access to pension pots so there will no longer be a requirement
to buy an annuity.
 The starting rate band for eligible savings income will be increased from April
2015 and the current 10% tax rate reduced to nil.
 Individual Savings Accounts are to be simplified by merging the cash and stocks
ISAs together with a significant increase in the investment limit from 1 July
2014.
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 It has been confirmed that Basic Payment Scheme entitlements are eligible for
capital gains tax roll-over relief.
 From April 2016, Class 2 National Insurance will be collected through self
assessment payments rather than being paid by direct debit as present.
A comprehensive summary of the budget announcements can be found on the
publications page of our website. If you would like a hard
copy of our detailed budget document, please contact us
and we would be happy to place one in the post for you.

Topical Tax Tips
HMRC have launched a new telephone helpline for anyone affected by the recent flooding which is very much close to home
here in Somerset. This should enable practical help and advice on wide ranging tax problems that you may be facing. The
number to call is 0800 904 7900.
On the 6 April 2014 most businesses will be entitled to an annual “employment allowance” of up to £2,000 to reduce their
liability for Employer’s Class 1 National Insurance Contributions and this may allow you to consider hiring your first employee or to expand your workforce. This allowance will be delivered through your standard payroll software and HMRC’s Real
Time Information (RTI) system. The employer will offset the allowance against each monthly Employer’s National Insurance
payment that is due to be made to HMRC until the allowance is fully claimed or the tax year ends. Once the election is
made, this should be carried forward from tax year to tax year automatically. This allowance means that a small business
would be able to employ a full time worker on around £22,400 pa or four employees working full time on the adult national
minimum wage and be completely free from the burden of NICs.
HMRC have announced that the new automatic in-year interest and penalties for late filing and late payment under the RTI
regime are to be introduced in stages. Interest on late in-year payments will be introduced in April 2014; automatic in-year
late filing penalties will begin in October 2014; and automatic in-year late payment penalties will start in April 2015.
The most welcome announcement in the budget was that the annual investment allowance, which is the amount that can
be spent on plant and machinery and receive 100% tax free allowances, was doubled to £500,000. This will take effect from
1 April 2014 for companies or 6 April 2014 for partnerships and sole traders and will continue until 31 December 2015. After
this date the annual investment allowance will reduce back to £25,000. Therefore looking
forward, if your year end is 31 December 2014, your available allowances are calculated on a
pro rata basis and you will receive 3 months of the £250,000 allowance and 9 months of
£500,000 allowance and as a result you will have approximately £437,500 to spend receiving
the attractive rate of 100% allowances if profits permit. However there is a restriction of
£250,000 for expenditure incurred in the period from 1 January 2014 to 31 March 2014.

Pension Changes
The changes to pensions in the budget are designed to give people greater choice as to how they access these in their
retirement. Currently people with a defined contribution pension (as opposed to a defined benefit plan) are charged 55%
tax if they withdraw all their money. They therefore tend to take 25% out, which can be taken tax free, and then the
majority purchase an annuity with the remainder. Alternatives were trivial commutation, capped drawdown or flexible
drawdown, which are explained below. From April 2015 it is proposed that from the age of 55 people can take their
defined pension pot however they want and only pay their normal tax rate on the funds. They can still buy an annuity if
they want to but can equally have greater flexibility if they prefer. There is to be consultation into how this will work. In
the meantime from 27 March 2014 there will be changes to move towards the new rules:
 If your overall pension savings are less than £30,000 and you are over 60 then you can take them all in one lump sum
(the limit was £18,000). This is ‘trivial commutation’.
 A ‘capped drawdown’ allows you to take income from your pension, but there is a maximum amount you can withdraw each year. This is increased from 120% to 150% of an equivalent annuity.
 With ‘flexible drawdown’ there is not a limit to how much can be drawn from your pension pot each year but you had
to have a guaranteed income of more than £20,000 a year in retirement. This limit is reduced to £12,000.
 In addition, even if your total pension savings exceed the £30,000 at the first point above, if you are over 60 you can
take any small pension you have as a lump sum if it is worth less than £10,000. The maximum here used to be £2,000.
Also you can take lump sums on up to three separate pensions whereas this was previously only possible on two.

Agricultural Law Association Fellowship
We are delighted to announce that Samantha Vigus has been awarded a Fellowship of the Agricultural Law Association,
having recently received her results from an examination taken in London last year. The exam followed two intensive
residential courses and a large amount of additional study with subject matter including Trusts, Taxation, Agricultural
Tenancies and the Common Agricultural Policy. The qualification is considered a 'badge of excellence' by those who
practice in rural affairs and Sam was one of only 17 people across the UK to take the exam at this annual sitting.

CAP Update
On 20 March 2014 representatives of the practice attended a conference to update themselves on the Basic Payment
System. Unfortunately the finer details are still yet to be finalised, however we now know that the direct payment will be
a composite made up of the basic payment and the greening payment which in turn has 3 parts to it being maintaining
permanent grassland, crop diversification and having ecological focus areas. A young farmer top up payment of 25% could
also be received if certain conditions are met including being set up as the “head of holding” within 5 years. Your single
farm payment entitlements are being rolled forward into the new scheme, however if you have any unclaimed
entitlements these will be irretrievably lost and therefore you may consider taking on additional land or selling some
entitlements.
The four important facets at this stage are Awareness, Preparation, Actions and Value. We are currently in the preparation stage bearing in mind that seeds purchased now, to be planted in the autumn, will be the crops declared on your
2015 claim. Actions include making sure that business details, maps and other information are up to date with the Rural
Payments Agency and any double funding issues need to be sorted. Value wise payments are likely to be 6%—7% lower
than under the current system.

Practice News
We are thrilled to share that our newest recruit Michelle Batting has completed her Association of Accounting Technician training undertaken at Richard Huish College and is now a fully qualified Accounting Technician.
Also Christine Tyson has been awarded a Fellowship of the Association of Accounting Technicians as a reward for her
experience and length of membership.
Shortly Mitchells Chartered Accountants will be launching a downloadable application for smart phones and tablets and
you can also now find us on Twitter. We will keep you updated regarding the app but in the meantime search
for @MCATaunton to follow us.
The views in this newsletter are opinions at the time of printing and are no substitute for individual tailored advice.

