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DUGGLEBY: Good afternoon.  We’re here for the next 50 minutes 

answering your questions about what we presume was Gordon’s Brown’s last Budget.  

Were you impressed, disappointed or just confused?  Your questions on 08700 100 

444.  Some things we already knew, such as personal allowances for the next tax 

year which are published in the pre-Budget Report, but the big surprise of course was 

the cut in the basic rate to 20% from April 2008 and, judging from the response we’ve 

already said, considerable concern about the loss in the 10% tax band.  Will you be 

worse off, especially if you’re low paid or a pensioner?  Will the higher personal 

allowance for older people or tax credits make up the difference and what about the 

income limit for the higher paid?  How far will the basic rate cut go to offset the rise 

in national insurance contributions, the result of aligning the upper earnings limit with 

the 40% threshold.  That’ll affect people earning £40,000 plus.  On the flip side, 

pension contributions were relieved at a lower basic rate, so they’ll be worth less, 

although that’s not the case for higher rate taxpayers and charities could also lose out 

from smaller tax refunds on Gift Aid.  No doubt we’ll be asked to explain the effect 

of higher corporation tax on small business, nearly back to where it was 10 years ago 

but supposedly offset by higher capital allowances.  Will this finally put paid to tax 

avoidance by the self-employed? The ISA contribution rates are going up in a year’s 

time and we have advance note of another increase in the inheritance tax threshold up 

to 2010.  There’s more money to help those in failed pension schemes and a little 

notice measure: cutting VAT to 5% for anyone adapting their home for an elderly 

relative.  Now just what does that mean?  Just a few of the points you may like to 

call us about on 08700 100 444.  Paul Lewis is with me and, Paul, we have been 



 
 

 
 

bombarded with e-mails. 

 

LEWIS: We have indeed, Vincent, and the overwhelming majority are 

from people on low incomes in their 50s, early 60s who say they’re getting £10,000 or 

£15,000 and they’re worried that doubling the lower rate of tax is going to make them 

worse off.  We’ve also had e-mails about corporation tax - not really from the big 

companies, but from the small businesses.  A lot of curiosity about changes to road 

tax, the tax disc you buy for your car.  And some people making points about the cut 

in the basic rate - whether it’s worse for charities and pensions, as you say.  And one 

e-mail: ’When is all this going to happen?’ because one of the features of yesterday 

was there were about five different dates when things come in.  People are 

thoroughly confused. 

 

DUGGLEBY: Basically the answer to that is mostly next year or the year 

after, isn’t it? 

 

LEWIS: Yes. 

 

DUGGLEBY: Right.  Now also here in the studio Mike Warburton, tax 

partner at Grant Thornton; Anne Redston, Fellow of the Chartered Institute of 

Taxation; and Eddy Graham from the Child Poverty Action Group.  And joining in 

the discussion, a group of listeners in Derby with You and Yours presenter Liz 

Barclay.  Liz? 

 

BARCLAY: Hello Vincent.  As you say, we’re in Derby in the 

marketplace in the centre of town and it’s a damp, dull, dreich day, you might say.  

No time for walking in the Peaks and the Dales.  It’s a typical post-Budget day, as 

you say, when we all wake up a bit confused and realise that even that 2 pence cut in 

income tax may not put more cash in the kitty.  And the Derby Evening Telegraph 

today carries a message from Gordon Brown.  The paper says that after he outlined 

his Budget, he took the opportunity to write to readers and Mr Brown writes: “In the 

10 years I’ve been Chancellor, the priorities of families in Derby, across Derbyshire 

and our whole country have been my priorities.  I believe the Budget was good news 

for families across Derbyshire”.  So Vincent, Paul and your guests, we have a few 



 
 

 
 

Derbyshire residents here, as you say, who would like your views on whether it’s 

been a good Budget for them. 

 

DUGGLEBY: And we’ll be talking to them later.  Thanks, Liz.  I wonder 

if Gordon Brown had that article syndicated for as many newspapers as he could 

manage. 

 

LEWIS: Terribly worried about families in Derby. 

 

DUGGLEBY: Indeed he is.  Right, a reminder of the number for your calls: 

08700 100 444.  And before we kick off, let’s just try and get to grips with the nuts 

and bolts of this new system.  As we said, it’s coming in over the next couple of 

years.  But broadly speaking 10% - we’re slightly worse off; 22% to 20% - we’re 

slightly better off; national insurance contributions going up - we’re slightly worse 

off; the increase in allowances - we’re slightly better off; tax credits - maybe, maybe 

not.  Mike, pick it up.  

 

WARBURTON: Yes, overall the Chancellor’s actually getting in a bit more 

than he’s giving away.  I mean you wouldn’t have thought so when you heard the 

speech because he was fairly emotional about it and the great 2p off, but in fact he’s 

collecting more than that back with the changes to national insurance and, crucially, 

this change in the 10% band which is going up to 20%, which hits so many poorer 

people. 

 

DUGGLEBY: That means essentially that an extra £2,000 plus is going to be 

taxed at double the rate?   

 

WARBURTON: Yes.  So in fact it’s going to cost about £220 a year for 

people on low incomes.  That’s the real concern.   

 

DUGGLEBY: And he’s going to give it back how, Anne? 

 

REDSTON: He’s going to give some of it back at the basic rate taxpayer 

who at the moment is paying 22% on income above that lower rate band.  So then 



 
 

 
 

instead of paying 22%, you will pay 20%.  So if you are firmly in that band and 

certainly in the middle to the top end of that band, you will start to save money from 

this Budget; but you will get to a problem when you’re at the top of that band because 

you will start to pay national insurance on a wider band of income than you would 

have been paying before. 

 

DUGGLEBY: But Paul, we’ve got a tipping point here, haven’t we? 

 

LEWIS: Yes, we have.  I mean we don’t know what the figures are 

going to be in 2008/9 because they won’t be announced for a little while yet, probably 

till the pre-Budget, but if your income is below £18,600 you will lose more by the 

doubling of the lower rate - funny Gordon didn’t say, “I’m doubling the rate of tax”, 

did he? - you’ll lose more from that than you will gain from the reduction in the basic 

rate.  So £18,600 is the crucial level.  Now of course some people are getting extra 

help.  People over 65, people with child tax credits are getting extra help to try and 

make up that difference, but that doesn’t affect everybody and most of those people 

seem to be e-mailing us saying, ’What about us?’ 

 

DUGGLEBY: Yes, Eddy, does that help people with children significantly? 

 

GRAHAM: Some of the people who will lose out on income tax will 

actually gain through the tax credit system, so particularly say low people on or 

around the minimum wage who are actually eligible to claim working tax credit will 

gain from some of the increases.  And in 2008 families with children who are in 

work will see increases in their tax credits above and beyond the rate of inflation, 

what they might normally expect. 

 

REDSTON: There’s just one thing that retired people, people on pensions 

should remember, is that although there was a lot in the speech and there’s a lot in the 

press about higher age allowances for pensioners, those only apply to pensioners on 

relatively low incomes, so that once your income is above say £26,000, £27,000, 

you’re probably not going to get any benefit from those extra allowances. 

 

DUGGLEBY: Just a final word, Mike.  There was a figure that Gordon 



 
 

 
 

Brown mentioned.  He trumpeted the £10,000 allowance, but that again is kind of 

some way in the future. 

 

WARBURTON: Oh that’s not really until 2011, 2012, and that’s for the 

over-75s, so that’s quite a long way off before we get to that.  And on this position of 

tax credits, I don’t think it’s been made clear that although tax credits have to some 

extent improved, you’re also going to lose out a bigger proportion of your income off 

those tax credits because the amount they take off you has gone up from 37% of your 

extra income to 39%, and I don’t ever remember him saying that in the speech. 

 

LEWIS: That will bring down the upper limits for getting them quite 

considerably. 

 

WARBURTON: Effectively yes. 

 

DUGGLEBY: Well our first caller is coming to a 60th birthday, I think.  It’s 

Mary in Seaford.  Mary? 

 

MARY: Hello, yes, thank you for calling.  

 

DUGGLEBY: Now what’s your concern? 

 

MARY: Well I’m 60 on 16th April and my state pension, which is my 

only income, will amount of £144.40, which is made up of the basic state pension and 

then SERPs.  You know what SERPs are. 

 

DUGGLEBY: Yes, the State Earnings Related Pension. 

 

MARY: Yes.  I get about £85 for the basic pension and £57 

something for the SERPs.  I have phoned the Inland Revenue and they told me that I 

would be paying about £239 a year tax on that and it looks as though my tax bill is 

going to double. 

 

DUGGLEBY: Well, yes, because you are falling within the 10% tax band, so 



 
 

 
 

clearly you are falling within that number of pensioners who is concerned about this 

loss of the 10%.  So who’s got the figures here?  Can you number crunch roughly 

for Mary, Mike? 

 

WARBURTON: Yes, £144.40 a week, that equates to about £7,500 a year, and 

that means that compared with a personal allowance next year of £5,225, then you’re 

going to be about £1300 into the band.  Now the 10% band we’ve got for the next 

year, 07-08, but it’s the year after that that you’re going to notice the difference when 

the 10% band disappears and it’s going to cost you effectively an extra 10% on that, 

so about £130. 

 

DUGGLEBY: And Gordon Brown implied that somebody in Mary’s position 

would have something made up by pension credit, but of course she won’t get that for 

another 5 years. 

 

LEWIS: Well Mary won’t, unfortunately.  Hello Mary.  When 

you’re 60, you have two disadvantages: one is that you don’t get the higher tax 

allowance, which kicks in at 65; the other is you don’t get the extra pension credit.  

There is some pension credit, which your income is too high for, and you won’t get 

the savings credit as it’s called until you’re 65.  And I’m even slightly more 

pessimistic than Mike.  I mean I think you might be at exactly the point where you 

lose the maximum, which is £223, which is the whole of the lower rate band.  You’ll 

be paying double the tax that the Revenue have told you, I think. 

 

DUGGLEBY: Essentially you’ll be out of pocket until you finally reach 

retirement age - that is 65, or pensionable age.  

 

LEWIS: And I think this is the group who have been e-mailing us and 

phoning us, who are very worried that Gordon Brown said absolutely nothing about, 

and you wonder if he realised what he was doing. 

 

DUGGLEBY: Can I just add a little rider to this.  Supposing that Mary or 

anybody else didn’t have the State Earnings Related Pension Scheme, but say had 

some bank interest, had £500 or £600 of bank interest.  Would it change? 



 
 

 
 

 

WARBURTON: Yes, it’s interesting.  The 10% band that’s been brought in is 

on earnings and I believe rental as well, but it’s not on savings income.  Savings 

income is still going to have the 10% band, which I know is very surprising.  And it 

means that if it’s taken off at source at 20%, you’re still going to have to reclaim that 

other 10%. 

 

DUGGLEBY: But that’s for savings income? 

 

WARBURTON: That’s for savings income.   

 

REDSTON: It appears it may also be for capital gains. 

 

DUGGLEBY: Right, well I don’t suppose people in that … 

 

REDSTON: But these people are not going to have capital gains. 

 

DUGGLEBY: … bracket are not going to have capital gains, no.  Right, 

Malcolm in Leatherhead, your call now? 

 

MALCOLM: Yes, good afternoon.  I’m 65 in the coming tax year and 

the background to my question and confusion is that I’ve recently asked the tax 

people what my new over 65 tax allowance will be, a single person.  Well first of all 

I discovered, somewhat to my surprise and I’m certainly not alone in this, that this 

perhaps so-called allowance should be called a means tested benefit, and I’m led to 

believe that your gross income - anything in excess of about £20,000 - means you will 

not benefit from it. 

 

DUGGLEBY: Well you’ll lose part of it as your income goes up. 

 

MALCOLM: Yuh.  So that was the first thing and that’s the background to 

the fact that I’ve listened carefully to what Mr Brown’s been saying.  He’s 

mentioned pensioners, he’s mentioned all pensioners.  Even this morning he said, 

“all pensioners” and some sum of £9,000 in relation to an allowance.  He keeps 



 
 

 
 

mentioning various ages and I’ve failed to understand what the age bands exactly are 

and what the allowances are; and more importantly are they allowances or should they 

be called means tested benefit allowances? 

 

DUGGLEBY: Okay, well let’s just settle for the fact that they are called 

allowances and I really don’t think they’re going to change it to means tested benefits.  

But we will run down the figures for you.  Mike, give us the 2007-08 ones, which is 

under the present system. 

 

WARBURTON: 07-08 from age 65 to 75, the allowance you get is £7,280 and 

that is going to go up next year to £7,550.  Now you’re absolutely right - there was a 

figure of £9,000 quoted.  £9,000 is approximately the figure for 08-09, but we’ve got 

to wait for another year before we get to that, I’m afraid. 

 

DUGGLEBY: But the bands that you were talking about, it’s 65 to 75 and 75 

and over.  So you’ve got the main personal allowance - that’s for everyone under 65 

- and two ones on top, and all these change at different speeds … 

 

WARBURBURTON: All these change at different speeds.  So, for example, the 

over-75s, currently you can get £7,420.  That goes up to £7,690.  And I’m guessing 

(because we’ve got to make assumptions about inflation) I think that will go to 

£9,150.  But what we have been told for the over-75s, by 2011-12 that will have 

gone up to £10,000. 

 

DUGGLEBY: And that is compensation for the loss of the 10 pence band, is 

it? 

 

REDSTON: It is certainly helpful in compensating the 10 pence band, but I 

do think it’s important for people to recognise that, as you say Malcolm, this is not 

going to apply once your income gets above a certain level and it is therefore tapered 

away to nothing once you get above £25,000, £26,000.  You get no benefit from it at 

all.  You’ll get exactly the same personal allowance as everybody else. 

 

DUGGLEBY: And we have no commitment from the Inland Revenue or the 



 
 

 
 

Treasury that they will increase that income limit proportionately to the increase in 

personal allowances.  It just could be, Paul, that he will use that to just squeeze those 

slightly better off pensioners. 

 

LEWIS: He could do.  Let’s hope he doesn’t.  But it’s worth pointing 

out that there is an extra £1,180 being added onto these age allowances from 08-09 

and that gives back £236, slightly more than the £223 you’re losing with the loss of 

the lower rate band.  So it’s direct compensation for that.  And of course what 

exactly those figures will be.  The Chancellor did give some figures, but we don’t 

really know exactly what they’ll be over the next few years.  But the other point that 

Malcolm was saying is absolutely right; that you do lose it at £25,000, £26,000.  And 

in that narrow band, you’re paying tax at 30% or 33%.  It’s a very big problem. 

 

WARBURTON: You’re paying tax at about half as much again. 

 

DUGGLEBY: Now well it is very complicated, but we’ll move onto a 

slightly different subject raised by Margaret in East Sussex.  Margaret? 

 

MARGARET: Good afternoon. 

 

DUGGLEBY: Good afternoon. 

 

MARGARET: Hello.  Before I put my question, can I just say what a 

chronic disappointment this Budget’s been for pensioners.  I’m 76, 77 in May.  I 

mean we are crippled in particular with rising council tax bills.  The point is elderly 

people are running out of time physically - you know we haven’t got that much time 

left to wait for any sort of improvement. 

 

DUGGLEBY: Indeed, Margaret, but what is your particular question for the 

programme? 

 

MARGARET: My question is do we still receive the winter fuel payment of 

£200?  I phoned the Pension Department and … 

 



 
 

 
 

DUGGLEBY: Okay, well we can answer the question because we have 

people here who will answer that very question for you positively.  You don’t need 

to phone anybody.  Eddy? 

 

GRAHAM: Yes, well the simple answer is yes, the winter fuel payment 

has been effectively guaranteed for the lifetime of this Parliament, so the £200 a year 

that you will be receiving per household will continue and it rises to £300 at age 80.  

But for pensioners, there wasn’t a lot else in the Budget other than if you’re entitled to 

pension credit, but it’s going to carry on increasing with earnings. 

 

LEWIS: And also Margaret mentioned council tax and the government 

have made it very clear that it’s not going to do anything significant on council tax 

until after the next election, though it is going to look at ensuring people get their 

council tax benefit, which reduces the tax which of course about 2 million pensioners 

don’t claim and costs them a billion pounds a year. 

 

DUGGLEBY: Okay, so Margaret, rest assured, you’ll get your £200 winter 

fuel payment as you have in previous years.  Now then, let’s go off and see what Liz 

Barclay’s got for us in Derby.  Liz? 

 

BARCLAY: Well, Vincent, you were talking earlier about the situation 

where the 10 pence band in income tax has been dropped and of course now basic rate 

income tax is 20 pence.  Paul I think mentioned that £18,600 was the point at which 

it would make a difference to people whether they were on one side of the income 

level or the other.  I’ve got a couple of people here who are in exactly those 

positions: one on one side, one on the other.  Kate Faulkner is with me.  She’s 

single, she’s 30, no mortgage, no children and works locally in a lettings agency.  

Kate, you’re on a fairly low income and slightly concerned? 

 

FAULKNER: Yes, I am, yes.  I’m on £15,500 and I just wanted to know 

how the Budget’s going to affect me in the future. 

 

BARCLAY: You’ve been listening to what’s been said already and you 

were looking slightly concerned when Paul said that possibly people under that 



 
 

 
 

£18,600 might be worse off. 

 

FAULKNER: Yes, yeah, I am quite concerned about it really, yeah. 

 

BARCLAY: It’s a complicated issue of course, Vincent, but can you give 

Kate any more information? 

 

DUGGLEBY: I think we can.  Paul? 

 

LEWIS: Yes.  I mean, Kate, if your income as I understand it is sort of 

£15,500, your tax will go up £62.10 a year.  That’s more than £1 a week.  And I 

don’t see any way out of that because on that income you’re above the limit to get 

working tax credit, which probably stops around about £12,000, £13,000 a year.  So 

I think you are exactly the sort of person that is attacked by this Budget. 

 

DUGGLEBY: Liz? 

 

BARCLAY: Exactly, you are the loser Kate.   

 

FAULKNER: Oh dear. 

 

BARCLAY: How does that feel? 

 

FAULKNER: Not too good.  Not good, no. 

 

BARCLAY: Well let me come onto Vanessa who’s also here with me.  

Vanessa’s a single mum with a 4 year old boy.  She’s a hairdresser here in the 

marketplace in Derby, earns £22,000.  Now Vanessa, the Budget did extend nursery 

care for 3 to 4 year olds to 15 hours a week, so you’ll benefit from that.  Child 

benefit is going up from £17.45 to £20 a week for a first child.  The only place it’s 

likely to make a difference to you is in tax credits.  Do you get any tax credits at the 

moment? 

 

VANESSA: Yes, I do get tax credits at the moment, but I’m unsure as to 



 
 

 
 

how these changes will affect me now.   

 

BARCLAY: So you’re looking for a bit more from the tax credit to make 

up for the cuts in your income tax? 

 

VANESSA: Yes. 

 

BARCLAY: Paul, can you help? 

 

DUGGLEBY: I think Paul’s going to stand down on this one and we’ll bring 

Eddy in on this one. 

 

GRAHAM: Yes, Vanessa you should benefit from some of the measures 

that were announced yesterday - the increase in the child amounts of child tax credit 

and also the increase in the threshold for working tax credit.  So I mean I calculate 

that you’re going to have sort of increases potentially in your tax credits by 2008 of 

sort of 10% to 14% on what you’re getting at the moment because those tax credits 

have been increased above the rate of inflation. 

 

LEWIS: Just worth adding too that because Vanessa’s income is above 

that £18,000 tipping point, she’ll actually gain overall from the tax changes by about 

as much as Kate will lose. 

 

DUGGLEBY: Okay, Liz, how do you feel about that one? 

 

BARCLAY: So we’ve got a winner.  We’ve got a winner and loser here.  

Vanessa, you’re the winner! 

 

VANESSA: Yeah, I mean it’s fantastic for me, but it certainly seems unfair 

on other people definitely. 

 

BARCLAY: So there you are.  Vanessa feels for Kate.  (Laughs) 

 

DUGGLEBY: Okay, Liz, we’ll come back to you in a short time.  And, 



 
 

 
 

meanwhile, we’ll pick up John who’s in Swansea.  John? 

 

JOHN: Good morning.  I’m probably asking you a question and 

maybe this was the Chancellor with another card behind his back.  The married 

couples allowance, which is still available in fact to elderly taxpayers … 

 

DUGGLEBY: Those born before 1935. 

 

JOHN: That’s right, yes.  Now currently, of course, the allowance is 

assessed at the 10% level, but of course there won’t be a 10% but my impression or 

inclination would be in fact that he would keep that at the 10% or in fact get rid of it. 

 

DUGGLEBY: I don’t understand that question at all. 

 

JOHN: Well the married allowance, the tax allowance, the married 

couples allowance for which in fact is set against your earnings is not actually 

assessed at the standard rate. 

 

DUGGLEBY: Oh yes. 

 

JOHN: It’s assessed at the 10% rate.  The 10% rate won’t be here 

any more. 

 

LEWIS: In fact it’s not assessed at that.  It’s simply a deduction of 

your tax.  It’s 10% of the stated figure of the allowance and you get that as a 

deduction off your tax.  And I don’t see any reason why that shouldn’t continue for 

those people who get it, so the allowance is stated as … it’s £6,000 odd at the moment 

and you get £606 off your tax. 

 

REDSTON: I agree with that, yes. 

 

LEWIS: And I think that will be the same after the changes.   

 

REDSTON: I think that’s right. 



 
 

 
 

 

JOHN: I haven’t heard suggestions to the contrary, so I’m going to 

keep that one. 

 

DUGGLEBY: Okay, right.  Next caller is Sue in Builth Wells. 

 

SUE: Hello.  This is regarding the road tax.  Will new concessions 

for farmers who need 4x4’s for their business? 

 

DUGGLEBY: Funnily enough, we had exactly the same call on this question 

last year when the subject arose.  I don’t think there’s any distinction, is there Mike, 

between what you use your 4x4’s for; it’s just going to be … ? 

 

WARBURTON: No, I’m afraid I’ve not seen any distinctions, so I’m afraid 

farmers aren’t being given special treatment and I‘m sure that‘ll upset a lot of people. 

 

LEWIS: And to make the point, it‘s not a 4x4 tax.  It‘s a tax on 

vehicles that produce a lot of C02 in their emissions and I‘m sure that manufacturers 

will be working on bringing those emissions down.  But there isn‘t an exemption for 

anyone. If your car has emissions above a certain level and was registered from March 

2001, then you will be paying - if it‘s in the G band - you will be paying th £300. 

 

REDSTON: The other thing … The other thing for you to look … 

 

SUE: (Simultaneously)  So another cost for farmers?? 

 

LEWIS: Well if you have a vehicle that’s new and in the G band, yes. 

 

REDSTON: And, Sue, one thing to look out for is that they are looking at 

changing the capital allowances that you can claim on your cars.  They’re consulting 

on that at the moment and it would be something to look out for.  I doubt that it is 

going to be beneficial for you, but at least you would know what’s happening. 

 

DUGGLEBY: Right, let’s have some e-mails from you, Paul.  How are they 



 
 

 
 

going? 

 

LEWIS: Yes, I mean a couple on VED.  ‘When does this new higher 

rate take effect?’  Well the answer is this morning.  But if you have already paid, 

you can get a refund like last year if you’re in the very lowest band, the B band where 

there are some reductions.  Everyone else faces a rise, unfortunately.  And people 

have been saying oh it’s going to go up by £5 or £10.  In fact petrol vehicles 

generally are going up by £15 if they’re since March 2001 vehicles.  Older vehicles 

are going up by £5.  Diesel vehicles are going up by £5 overall.  So quite small 

changes. 

 

DUGGLEBY: Ooh, I’ve got a petrol car, so I shall have to pay a bit more. 

 

LEWIS: It looks like it, Vincent, unless you’ve already taxed it in 

which case you got it at the old rate.  Knowing you, I think you probably did. 

 

DUGGLEBY: I got it just a couple of days ago, so I should be alright.  Now 

then we’ve got Michael in Northampton.  Michael? 

 

MICHAEL: Hello.  I’m 79 this year and I’m looking with keen interest at 

the inheritance tax threshold.  I see it’s going up to £350,000 in 2010, but I’m 

wondering what the increments are going to be in between? 

 

DUGGLEBY: Yes, those were announced last year, Mike, so is it a 4 year 

run now we’ve got? 

 

WARBURTON: Yes, he’s given us a 4 year run and I can tell you the figures.  

Currently of course it’s £285,000.  From this April it will go up to £300,000.  A 

year later it’ll go to £312,000 - that’s for 08-09.  For 09-10, it’ll go to £325,000.  

And we don’t get to the £350,000 until 2010, 2011.  And although it’s nice to see an 

increase, of course, it does nothing really to keep pace with the rate in growth of 

house prices. 

 

DUGGLEBY: We had a call, Mike, and we always get these calls every year.  



 
 

 
 

It’s what date does it apply from?  Do you have to die after 6th April to get the new 

rates? 

 

WARBURTON: It’s 5th April. 

 

DUGGLEBY: So it is a 5th April one?  It’s not a Budget Day … 

 

REDSTON: It is.  That’s right.  It’s the actual date of death. 

 

DUGGLEBY: Okay.  Right, now then another call coming up and this one 

is Alan in Cranley.  Alan? 

 

ALAN: Yes, hello. 

 

DUGGLEBY: Yes, your call now. 

 

ALAN: Well my background - I’m 71 years of age and I campaigned 

in the 1980s for the war widows and your programme was helpful there.  It was a 

stain on our national honour.  Now in exactly the same way, the Chancellor now, 

he’s made certain allowances on the Financial Assistance Scheme, he’s extended 

certain aspects of it - this £8 billion he’s talking.  But it’s really funny money and 

what I want to ask is why has the Chancellor not openly admitted that his biggest 

mistake on the domestic area in policy - and Tony Blair’s - has been over pensions?   

 

DUGGLEBY: Alan, this is a political point.  We’re here actually to answer 

practical questions. 

 

ALAN: Right.  It’s not political, it’s constitutional, and what I want 

to say … 

 

DUGGLEBY: Can I just make the point that he’s increased the amount 

available, I think, by some £6 million.  I think the question many people want to 

know is where is this money going and how much better will those people who’ve lost 

their pensions be as a result of the extra money.  Paul? 



 
 

 
 

 

LEWIS: Yes, well this of course applies to people whose pension 

scheme was wound up before 6th April 2005.  After that, we have the Pension 

Protection Fund, which offers better benefits.  This is a move towards the Pension 

Protection Fund following the government losing two court cases.  The Financial 

Assistance Scheme, first of all it will apply to all the 125,000 who’ve lost money.  

The upper limit will be raised from £12,000 to £26,000, but it will still only pay 80% 

of the core benefits they were expecting, which is probably rather less than 80% of 

what they might have got.  These pensions will not be index-linked, they won’t be 

paid until people reach 65, and so they are not as good as the Pension Protection 

Fund.  And as for the cost, I was told this morning by the Treasury that this cost 

would come from within the Department for Work and Pensions Budget, so although 

it seems like more money they’re not giving any more money to pay for it and the cost 

will be very small in the early years.  And, as Alan said, this is in a sense funny 

money and the real cost over 60 years is going to be £1.9 billion, so that’s a very 

small amount indeed. 

 

DUGGLEBY: Indeed.  No, no-one is excusing the government for what it’s 

done, but the fact is it has responded in some small way to what the courts were 

saying. 

 

LEWIS: Yes, but in a sense it had to because it’s lost in the European 

Court, it’s lost in the English Court and it had to make some improvement and I think 

it hopes it’s gone far enough to forestall further action by the courts without going as 

far as it might have done. 

 

DUGGLEBY: I was going to say is this the last word?  Maybe not. 

 

LEWIS: Well I think that will depend on the judges. 

 

DUGGLEBY: But anyway, thanks for that call.  Now we’re going off again 

to Derby and to join Liz Barclay. 

 

BARCLAY: Well, Vincent, I have here with me Sandra Hill who is 



 
 

 
 

managing director and owner of Wines Naturally, a Derby company that imports 

organic wine from Europe and distributes it across the world.  She’s got five 

full-time and part-time employees.  Sandra, I know that you listened to the Budget, 

but you’re still not quite sure where you stand.  What’s your question? 

 

HILL: Well I’m very … I think I must be in the same league as most 

small business owners - dazed and confused at the moment.  My understanding of 

small businesses is that we’re the lifeblood of the country and I want to know from a 

purely selfish point of view what I am going to get out of this because, as far as I can 

see, corporation tax yes has come down … 

 

BARCLAY: By 2 pence. 

 

HILL: By 2p, but business tax has gone up … 

 

BARCLAY: By 2 pence. 

 

HILL: By 2p, so you know even stevens. In my business wine has 

gone up by 5p a bottle, which is quite a large amount of money to go up.  Transport 

costs are going to rise because fuel costs are going to go up. 

 

BARCLAY: And the Vehicle Excise Duty perhaps. 

 

HILL: Absolutely.  So I want to know if I’m supposed to be part of 

the lifeblood of this country, why, why oh why am I being penalised? 

 

BARCLAY: (Laughs)  Why are you being penalised?  Vincent, Paul, 

guests, any suggestions for Sandra? 

 

DUGGLEBY: Indeed.  Let’s look at the position of small businesses like 

Sandra’s who are faced of course with the new regime that’s coming in.  It’s very 

much of course dependent on exactly how much your profits are and turnover and so 

forth, but Anne, give us some guidance. 

 



 
 

 
 

REDSTON: Yes, I think the first thing, you’re quite right, the first issue is 

that the tax on small businesses has gone up and it will start going up by 1% over the 

next 3 years, so you will be paying more tax on your profits.  You also will have a 

change to the capital allowances - that’s the tax reliefs you can claim on what you 

invest in, so you maybe buy some more equipment for your business.  Those 

allowances have changed in a number of different ways, some of which will benefit 

you and some of which won’t, I’m afraid.  It is quite complicated.  Overall, you 

may get 100% - i.e. much quicker - tax relief on some of your capital investments, but 

in other areas your capital investment tax reliefs will slow down.  So the overall 

position I’m afraid from the company point of view is that you’ll be paying more tax 

and not less. 

 

DUGGLEBY: Liz? 

 

BARCLAY: What about the point about Vehicle Excise Duty and wine 

going up by 5 pence a bottle?  That seems quite important for Sandra’s wine import 

and export business. 

 

DUGGLEBY: To the extent that I suppose you’re in competition also with 

the booze cruisers and all that sort of thing. 

 

WARBURTON: Yes.  In fact, although it may not seem like it, the Chancellor 

over his period of office in the last 10 years has been relatively lenient in the tax 

treatment of things like tobacco, spirits, wine, beer, and the amount that he’s actually 

collected has gone up very little over the last 10 years.  So although it’s unpleasant 

this year - 5p going on - relative to the last few years, it’s collectively a lot less than 

he might have done compared with the other tax increases he’s put through. 

 

HILL: It’s a bit odd that he’s put nothing on whiskey and spirits, isn’t 

it?  

 

WARBURTON: Yeah, I think that’s lobbying from the Scottish whiskey 

industry; there’s been very strong lobbying on their part. 

 



 
 

 
 

HILL: (Laughs)  Perhaps I should do a bit more lobbying on behalf 

of the wine business then? 

 

WARBURTON: That’s right. 

 

LEWIS: We’ve had an e-mail about the corporation tax.  ‘Brown 

claims to have cut corporation tax‘, says Lyndsay, ‘but is he - as I’ve heard - 

increasing it for small companies?’  And this is part of the complex changes you 

mentioned, Anne. 

 

REDSTON: Yes, he is increasing for small companies and he has said he’s 

countering that by giving a higher and quicker relief on investment, things you invest 

in.  So if you for instance buy computing equipment or fax machines or something 

for your business. 

 

LEWIS: This is the Annual Investment Allowance. 

 

REDSTON: It is, up to £50,000. 

 

LEWIS: This means small businesses can invest or have capital 

expenditure up to £50,000 a year and just count it as if it was expenditure off their 

tax? 

 

REDSTON: Absolutely, absolutely.  Just deduct it from your profits. 

 

DUGGLEBY: Awful lot of computers that, isn’t it? 

 

REDSTON: It is.  I think for many businesses, they will get nowhere near 

that. 

 

LEWIS: But there’s a big simplification. You don’t have to work out 

capital allowances, do you? 

 

REDSTON: Yes.  But it will not apply for instance to cars and it won’t 



 
 

 
 

apply to fixtures and fittings.  I think there’s a number of … It may not apply to 

fixtures and fittings.  I think there are a number of difficult issues. 

 

DUGGLEBY: Well thanks to Liz and to Sandra for that question.  Let me 

remind you, you’re listening to Budget Call, and you’ve still time to call us if you 

wish.  The number is 08700 100 444.  And Ken in Cardiff has done just that.  

Ken? 

 

KEN: I’m very concerned about the effect on charities of this 

proposed cut in basic rate of tax because anyone who’s a taxpayer can make a Gift 

Aid donation and then the charity can reclaim the basic rate of tax, currently 22%.  

So if I give £100, the charity can reclaim £28.20 tax and they receive in total £128.20.  

Now if the basic rate is to be cut to 20% and if the charities are still only allowed to 

reclaim this basic rate of tax, then when I give my same £100, the charity will only be 

able to reclaim £25, so now they’ll only receive in total £125.00.  

 

DUGGLEBY: Correct. 

 

KEN: That means that basically they’ve had a cut of 2½% of their 

income. 

 

DUGGLEBY: Correct. 

 

KEN: Or another way of looking at it is the government’s 

contribution has been cut from £28.20 to £25.00. 

 

DUGGLEBY: Yes, correct.  That’s because of course the flipside of this, as 

I said at the beginning of the programme, is you cut the base rate of tax and of course 

you cut not only that but you cut anywhere where you’re claiming back some tax 

because you claim back less tax.  But Mike, you want to comment on that. 

 

WARBURTON: Yes, you’re absolutely right, Ken, and I’m glad you raised it 

because it’s not mentioned often enough that the Chancellor has actually not done a 

great deal for charities.  Every time he has reduced the basic rate of tax, which he has 



 
 

 
 

done - as you rightly say for £100 Gift Aid payment, instead of receiving £28 as an 

extra contribution it’ll drop to £25 - and of course he also hit charities early on in his 

term when he decided to tax their dividend income as well, so they lost about £450 

million a year on that.  So charities I think have got a pretty raw deal and this hasn’t 

helped. 

 

DUGGLEBY: I did speak to the Treasury about this and they were very keen 

to point out Paul how much effort was going in to encouraging gift aid - I saw a figure 

that they were actually going to be able to raise an extra £70 million.  I don’t quite 

know how they were going to do this, but they were very keen to play this down. 

 

LEWIS: No, an awful lot of money that’s given to charity isn’t done 

through Gift Aid, so there’s this money that Gordon is waiting to write a cheque for 

and he never gets to do it because people don’t give it in the right way.  It’s hard to 

estimate how much this is going to save the government.  It’s probably about £20 to 

£30 million a year on the figures we’ve seen.  That’s money of course coming 

straight from charities.  That’s a lot of money for charities to lose.  They’re going to 

have to redouble their efforts.  And of course Anne, there is a complexity with higher 

rate taxpayers.  It’s actually going to cost them less to give to charity. 

 

REDSTON: Yes because if you’re a higher rate taxpayer and you’re paying 

40% on your top slice of income, then when you submit your tax return you claim 

back 20p in the £1 rather than the 18p you’re clearing back at the moment. 

 

DUGGLEBY: So higher rate taxpayers effectively should increase their 

donation to compensate? 

 

REDSTON: They should.  If you wish the charity to have the same 

amount of money, you should increase the donation because otherwise effectively 

you’re getting your own money back rather than it going to the charity. 

 

DUGGLEBY: Okay, now well let’s just take a break from these calls for a 

moment because I want to find out what’s happening in the stock market.  

Surprisingly, I find that shares have recovered quite strongly from that dip of a couple 



 
 

 
 

of weeks ago.  Henk Potts from Barclays Stockbrokers is in the city.  Henk, I 

imagine there has been a reaction, but it may be more down to Wall Street than to the 

Budget measures yesterday? 

 

POTTS: Yeah, I think that’s right.  We did get an initial spike up 

yesterday on what on the face of it looked like a business friendly Budget.  However, 

it didn’t take too long, I think, for analysts to see the devil in the detail and realise this 

is one of Chancellor Brown’s offsetting specials and for everything that he gave, he 

pretty much took back with the other hand, as most people have commented on.  So 

the markets are looking in pretty good shape today.  We’re up 50 points.  We’re 

just hovering above the 6300 level - significantly higher than where we were of 

course during the sea of red that we were drowning in during the course of the trading 

sessions last week.  But, as you say, more to do with Wall Street.  We had the Fed, 

the Central Bank of the United States suggesting they may not have to raise interest 

rates as quickly as some market participants have been suggesting.  That was seen as 

good news by the market and filtered through to trading on the global bourses today. 

 

DUGGLEBY: The Chancellor mentioned a number of companies that were 

going to sort of take part in an employment drive to give people jobs.  Has that met 

with any comment in the city?  

 

POTTS: I think there’s a belief longer term that it’s very difficult for 

the UK workforce to compete in the global market space.  You’ve got cheap 

manufacturing based in China, you’ve got the ability to outsource in India, and 

therefore in order for the UK to be competing in that sphere we have to develop a 

workforce that is able to push the boundaries of technological advancement.  And I 

think we heard a lot from the Chancellor yesterday and we also heard it at the 

pre-Budget stage where he was talking about significant emphasis into education with 

specific emphasis on scientific research, and some of the smaller scientific companies 

have certainly benefited since the pre-Budget Report and certainly will benefit from 

this.  So there’s an element of trying to change the workforce in order to meet those 

needs.  However, that’s a much further out issue than the market tends to deal with 

on a day to day trading basis. 

 



 
 

 
 

DUGGLEBY: Okay, Henk Potts from Barclays Stockbrokers, many thanks.  

And we now move to the calls and David in Liverpool.  David? 

 

DAVID: Hello there.  I’m an agency worker at the moment and I’m 

not paid directly by the agency, I’m paid by one of these managed service companies.  

I don’t know if you’re familiar with them or not? 

 

DUGGLEBY: Oh yes, he’s been gunning for you for some time. 

 

DAVID: Yeah, well they’re changing it to a personal service company 

in April, aren’t they? 

 

DUGGLEBY: Yes. 

 

REDSTON: Well … Can I come in on that, David?  Has your managed 

service company provider put you into a personal service company? 

 

DAVID: They’re trying to at the moment. 

 

REDSTON: Yes.  I think that what they did yesterday is they tightened up 

on the definitions of how the new rules will work and certainly the government’s aim 

is that you shouldn’t be able to get round the rules simply by being moved into what 

you call a personal service company.  So obviously you would need to talk to your 

provider, but the clear intention is that if you stay in this structure, you stay working 

as you are at the moment, you will be paying a very much higher rate of tax and 

national insurance. 

 

DAVID: That’s basically what they’re concerned about. 

 

REDSTON: Yes.  And I think the increase will be very significant and 

you also would not be able to claim back your travel expenses, which you probably 

are claiming at the moment, are you? 

 

DAVID: Yeah, I get travel expenses and subsistence as well. 



 
 

 
 

 

REDSTON: Yes, well all those things the government is trying to remove 

with effect from 6th April, so … 

 

DAVID: This 6th April? 

 

REDSTON: This 6th April, so it is very soon and the effect on your take 

home pay will be very high, very significant. 

 

DAVID: Yeah because the people who handle it at the moment, the 

agency, they’re basically saying their definition of a public service company is to get 

round the rules but they say they’ve been changed again yesterday. 

 

REDSTON: They were changed yesterday, so they probably need a few 

days to look at them and they will have to decide what to advise you. 

 

DUGGLEBY: Thanks for that call.  Now Paul, you’ve got some e-mails 

coming in.  What’s the state of play there? 

 

LEWIS: Yes, we’ve had one from Andrew asking about what does it 

mean when the Chancellor says, “I will align income tax with national insurance and 

set the ceiling at the same single threshold“, etcetera.  What does that mean? 

 

WARBURTON: Yes basically this is a rather sneaky way of raising a lot more 

income tax.  It’s called national insurance, but I don’t think that’s fooling anybody 

these days.  At the moment what happens is that the national insurance threshold at 

which you effectively stop paying national insurance at 11% and start paying it at 1%, 

that is currently £33,540 and we know that’s going up to £34,840.  But what he’s 

going to do, he’s going to raise that over the next couple of years to £43,000 - a very 

large jump - so aligning it with the higher rate income tax threshold, but what it means 

is you’re actually going to pay more national insurance because you’re going to pay 

an extra 10% on almost £10,000 worth of extra income.  That’s an extra £1,000 that 

anyone earning more than £43,000 a year is going to pay that they wouldn’t 

necessarily have expected if they’d listened to the Budget speech. 



 
 

 
 

 

LEWIS; Yes.  And another e-mail that we’ve had is about child 

benefit.  Eleanor wants to know about that.  Now there was a big announcement 

apparently it was going to go up to £20, but, Eddy, this is over quite a long period of 

time? 

 

GRAHAM: Yes, it won’t reach the £20 a week until April 2010, so what 

sounds on the face of it like quite a substantial increase is in effect really only 

increasing child benefit in line with inflation.  And unfortunately the Chancellor 

didn’t take the opportunity to increase the rate of child benefit for second and 

subsequent children. 

 

LEWIS: Because that rate’s for first children, isn’t it - the £20 rate? 

 

GRAHAM: Yes, the £20 will only be for your first child.  The rate for 

second and subsequent children is much lower at the moment.  I think it’s £11.45 

and it’s a missed opportunity really to increase the rate of child benefit for all 

children. 

 

LEWIS: And just one more that people are still confused about and I 

don’t blame them - perhaps again something for Mike and Anne: timing.  Pensioners 

have been e-mailing us saying when is all this happening?  When is my age 

allowance going up?  When are the tax rates changing?  Anne? 

 

REDSTON: Well I think it is extremely difficult.  Very little is changing 

next year. 

 

LEWIS: And by next year, we mean … 

 

REDSTON: We mean our tax year … 

 

LEWIS: April 5th. 

 

REDSTON: … so they mean the tax year that’s starting next month on 



 
 

 
 

April 6th.  The allowances and rates for that year were set at the end of 2006 and so 

nothing in this Budget has changed those.  From the year after that, we will start to 

see these changes coming through. 

 

LEWIS: So that’s April 2008? 

 

REDSTON: April 2008.  So I guess people have got time to understand 

exactly how it’s going to impact on them. 

 

DUGGLEBY: Indeed.  These dates are terribly complicated, aren’t they, 

getting them clear as to when something’s coming in, but we do our best to sort of 

explain that you may not be affected next year, you may not even be affected the year 

after that, but some time along the line you will be affected.  And, Eric, you’re going 

to be affected by something, I think.  You’re calling us from Edinburgh. 

 

ERIC: I am indeed, yes.  Two points really, but I’ll be brief.  The 

first one - pension term assurance – tax relief has gone.  Now that’s not going to go 

from April next year.  That’s gone from December last year. 

 

DUGGLEBY: The rules weren’t exactly explained.  He merely announced 

in the pre-Budget Report he was going to deal with it and I think, Anne, deal with it 

he has? 

 

REDSTON: He has, yes, and that’s the reason, Eric, why it’s been 

apparently made retrospective to 14th December - because he announced in his 

pre-Budget Report before Christmas that he was going to stop this and therefore 

anyone who took a policy out after that should have been on notice that it wasn’t 

going to survive. 

 

ERIC: Absolutely but it still seems retrospective. The other thing I 

wanted to say that was more important - in terms of pensions when you reach 75, the 

alternative secured pension.  You could up until now pass down any unused pension 

when you died to other members of your family.  That is to go.  But more 

worryingly, it says here ’the government will consult on further notice to prevent 



 
 

 
 

inheritance of tax relief pension saving’.  It seems to be a huge disincentive to 

pensions.  It’s always that you lose your money at 75. 

 

DUGGLEBY: Well this is a bone of contention.  There’s a very hard line 

emerging from the Treasury on this and I don’t honestly think they’re going to budge, 

Mike? 

 

WARBURTON: Oh no, they’re not going to budge.  I mean we’ve had a long 

discussion on this and you’re absolutely right that we seem to have been shifting 

around an awful lot over the last couple of years.  They are absolutely determined 

not to allow people to use pension funds and the possibility of buying an alternative 

secured pension as a mechanism to get round the inheritance tax rules and any 

schemes that people have dreamt up I don’t believe are going to work.  They’re 

going to be penalised very heavily.  So I think it’s really a dead duck now. 

 

DUGGLEBY: For religious reasons, technically you must and will be able to 

do it, but the tax consequences are horrendous. 

 

WARBURTON: You can buy alternative secured pension and you can defer 

buying an annuity - that’s okay - but what you mustn’t do is then try and get an 

inheritance tax benefit out of it.  It’s going to be too costly. 

 

DUGGLEBY: Okay.  Let’s take Angie now in Thames Ditton. 

 

ANGIE: Hello and good afternoon. I was wondering because I haven’t 

heard anything about it whether the starting level of stamp duty on house purchases 

has been raised? 

 

DUGGLEBY: Paul? 

 

LEWIS: No.  (Laughter)  That’s the short answer.  There was no 

change at all and I think people were surprised at that.  Absolutely no change. 

 

DUGGLEBY: However, there was one thing, Paul, and that is this concession 



 
 

 
 

on green or carbon efficient or zero carbon houses from July, I think, isn’t it? 

 

LEWIS: That was announced in the pre-Budget Report … 

 

DUGGLEBY: Indeed. 

 

LEWIS: … that if your house is zero carbon.  But I don’t think 

anything new was announced in the Budget.  No. 

 

DUGGLEBY: No, but on the other hand green issues were one of the 

platforms for the Budget and Liz Barclay in Derby, I gather that’s on your agenda 

now? 

 

BARCLAY: It certainly is.  We’ve got Peter Lyth here who’s a lecturer at 

Nottingham University.  He lives in a green energy efficient home, but no solar 

panels, no wind turbines, no pumps, none of that kind of equipment? 

 

LYTH: No and I’d like to ask …  I live in an sheltered low energy 

house . Is Gordon Brown going to make it easier for me to add solar panels or  a 

wind turbine with tax breaks or with subsidising their cost?  And if the wind turbine 

produces more energy than I need, can I sell it back to the national grid? 

 

BARCLAY: We mentioned of course that stamp duty exemption for zero 

carbon homes, but also I think he mentioned something about VAT reduction on 

energy efficient appliances too, which might be of interest to you? 

 

LYTH: It would be very efficient to me and very much of interest to 

me, yes. 

 

BARCLAY: So there we are.  Any tax breaks?  Any micro generation 

grants that I think the Chancellor mentioned and that VAT reduction on energy 

efficient appliances?  Any advice on that? 

 

DUGGLEBY: Indeed.  The Chancellor did sort of make a lot of noises 



 
 

 
 

about this, but how does it practically turn into tax saving apart from selling power 

back to the national grid, which I think is tax free Mike?  Was there anything else 

where you can just put your finger and say yes, there is money to be saved? 

 

WARBURTON: Nothing that was obvious to me.  I mean we were expecting a 

lot more and really there wasn’t anything very hard in the Budget on that that I 

spotted. 

 

LEWIS: No, nor me.  I think it was very vague.  And, as you say, if 

you generate power and sell it back to the national grid, though how anyone would 

ever have known you’d done it or taxed you on it, I’m not sure - that’s going to be 

free of tax.  And the announcements on grants for heating efficiency were all old, as 

far as I could see.  These had all been announced before.  So I think very 

disappointing from that point of view. 

 

DUGGLEBY: So sorry, Liz, can’t help you there. I’m afraid we can’t provide 

optimism for green people.  One thing however we can do is to offer a bit of 

optimism for those who are adapting homes for the elderly, Paul? 

 

LEWIS: Yes, this was something that I think came completely out of 

the blue.  From 1st July, if you make adaptations in a house for elderly people - 

undefined but probably people over 60, I would suspect - the VAT rate on those 

alternations will be cut from the standard 17.5% to 5%.  Now this will include things 

like stair lifts, which can be a very big expense, so it’s going to save you a few 

hundred pounds on a stair lift.  Grab rails, bath lifts, walk-in baths.  Now you can’t 

extend your house, you can’t build a granny flat at the reduced rate of VAT, but if 

you’re adapting things and you’re paying someone to do it, then you can and I think 

this will be a very valuable concession.  More details before 1st July, I’m told. 

 

DUGGLEBY: Now Mark in Thames Ditton.  Mark, you’re ringing us. 

 

MARK: Oh hello, good afternoon. I’m self-employed, operating as a 

sole trader, and I paid quite a lot of tax last year and I’ve been advised that I should 

convert to become a private limited company.  And I’m just wondering if the Budget 



 
 

 
 

would have any implications on that?  Would that still be a good idea to do that in 

order to try and save some tax? 

 

DUGGLEBY: This is a perennial problem.  He’s changed the rules so many 

times, Mike, I’m frankly completely baffled by which way you should be jumping. 

 

WARBURTON: Yes, it’s a good question and he has indeed changed the rules 

and made things a bit worse.  I’ve done some calculations on this to answer this 

particular question - is it worthwhile or not?  The answer is it is still worthwhile, but 

not as worthwhile as it was.  For example, suppose you’ve got profits of about 

£30,000 more than the personal allowance.  On the numbers I’ve worked out, you 

will pay an extra £900 in corporation tax if you’re a company, but your effective tax 

rate will still (even after the changes) be the 22% corporate rate if you take the rest out 

in dividends.  And if you are a sole trader, you’re going to be paying something like 

28% once you take into account national insurance and that’s really the killer.  So it 

is still better to be a company. 

 

REDSTON: Yes, I’d just say Mark I think that it’s obviously clear that the 

Treasury has realised that limited companies are paying probably less tax than 

possibly they should in a sort of equitable sense and that’s exactly why your 

accountant’s probably advised you to move and that over the next few years I think 

we will see more moves like this to try and level the playing field between sole traders 

and limited companies where you’re doing more or less the same thing.  So if you 

move into a limited company, you should just ask your accountant what will happen if 

you want to move out again because that may be something you’d want to come to in 

a few years time. 

 

DUGGLEBY: Okay, thanks for that call, Mark, and now Judy in 

Leicestershire. 

 

JUDY: Ah good afternoon. This is not so much a question, but more 

of what I see is happening.  Gordon Brown has now done away with the 10% limit 

on tax. 

 



 
 

 
 

DUGGLEBY: Yes. 

 

JUDY: Now the thing is this has just caught me at the wrong time.  

I’m a pensioner, my partner now has been made redundant.  The thing is to get 

pension credit or tax credit or help with council tax, it is the most difficult of jobs to 

do. 

 

DUGGLEBY: Okay, can I just cut you off there because we’re beginning to 

run out of time and I do appreciate that it is very difficult sometimes to claim the 

benefits to which you’re entitled, Eddy? 

 

GRAHAM: It is, but I would ask you to make the effort and make the 

claims for pension credit and for council tax benefit.  They have been made much 

more generous for pensioners in recent years and don’t be put off by the forms, 

persevere, because it could be worth a substantial amount of money to you each year. 

 

LEWIS: It’s also worth adding that the Lyons Review on local 

government finance suggested that council tax benefit should be renamed a rebate 

because that’s easier for people to understand and that it could be paid on a much 

more automatic basis to people.  And can I mention one thing, Vincent, because I 

don’t want to do the Chancellor down on energy efficiency.  One thing I didn’t 

mention earlier, from 1st October this year zero carbon homes - that’s ones that don’t 

lose any energy - costing up to half a million pounds will pay no stamp duty. 

 

DUGGLEBY: Yes, that was the one I mentioned.  That was the one I was 

thinking up.  It’s coming up from July, isn’t it? 

 

LEWIS: 1st October. And the intention is by the end of the next decade 

all homes will have achieved their energy efficiency potential whatever that means. 

 

DUGGLEBY: But we do endorse this problem of form filling.  I mean you 

should be able to tick a box to get this rebate … 

 

REDSTON: Yes, I think people feel … 



 
 

 
 

 

LEWIS: Sorry, going back to council tax benefit, people do feel the 

government knows so much about us, so much about our income, it should know 

whether we’re entitled to these benefits and give them automatically.  And if a few 

people get them who perhaps don’t qualify, that’s a price worth paying for making 

sure that the 2 million people who don’t get them in fact do. 

 

DUGGLEBY: Right, well we’re running out of time, but we can take a quick 

question from Owen in the West Country.  Owen? 

 

OWEN: Hi there, just a quick one and it might have been answered 

already.  I’ve got a car with a large engine, but it’s quite economical, it’s a diesel.  

How does that affect me?  How do the new measures affect me? 

 

LEWIS: When was it registered, may I ask Owen? 

 

OWEN: It’s quite old actually. 

 

LEWIS: Right, if it’s before 2001 it will go up by £5.  If it was 

registered before March 2001, your tax up £5. 

 

DUGGLEBY: Okay, I want to make a quick visit back to Liz Barclay for a 

final input from you, Liz? 

 

BARCLAY: Yes, Vincent I’ve got Anne Crosby here who’s a pensioner of 

70 with a very straightforward question.  Anne? 

 

CROSBY: Yes.  The timing of the proposals are very complicated.  

How soon will pensioners on low incomes feel any immediate benefit from this 

Budget and what are those benefits, please? 

 

DUGGLEBY: Mike? 

 

WARBURTON: In 2008, we’re going to start to see a much bigger jump in the 



 
 

 
 

age allowance.  You will see a benefit from then and then again the following year. 

 

DUGGLEBY: Many thanks, Liz, for that contribution.  Panel, we’ve got 

about 45 seconds, so I want to quickly run round you to say what have we missed?  

Mike? 

 

WARBURTON: I’m just interested in people who had Abbey Shares, now got 

Santander shares.  Under the changes they’ve brought in, it might be worth actually 

making that claim on your tax return because you can get a lower tax rate. 

 

REDSTON: If you have a holiday home abroad and you own it through a 

company, there was until this Budget announcement a tax charge.  That tax charge 

has disappeared.  So if you pay tax on the basis of you owning a holiday home 

abroad, you may get it back. 

 

DUGGLEBY: Eddy? 

 

GRAHAM: For benefit claimers to look out because buried in the Budget 

is the continued cut really to the DWP for the delivery of benefits and that may well 

affect people who are in receipt of benefits. 

 

DUGGLEBY: And Paul? 

 

LEWIS: Well briefly the announcement of the pension credit rates over 

the next 3 or 4 years.  Not much more than we expected, but at least we know what 

they’ll be for people on the guarantee credit. 

 

DUGGLEBY: Well that’s it, we’ve come to the end of this Budget Call, so 

my thanks to Mike Warburton, tax partner with Grant Thornton; Anne Redston, 

Fellow of the Chartered Institute of Taxation; and Eddy Graham from the Child 

Poverty Action Group.  Not forgetting, of course, Liz Barclay and company in 

Derby.  You and Yours will be back as usual at noon tomorrow and on the agenda 

Madonna’s new clothes range, what price celebrity endorsement?; how the new super 

casinos are offering state of the art slot machines; and a nostalgic visit to a drive-in 



 
 

 
 

cinema first opened in the 1950s.  Oh I remember those!  Lovely with the cars.  

Right, Paul, you will be here with our next programme at noon on Saturday.  And 

with the end of the tax year coming up, I’ll be back on Monday afternoon with Money 

Box Live.  In the meantime you can read transcripts of Budget Call, hopefully on the 

website: bbc.co.uk/moneybox by the end of today.  This has been Budget Call. 

    
            


