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MAKING TAX DIGITAL FOR VAT - UPDATE

ROTHMANS AND  
BARCLAYS BANK HOST 
BREAKFAST SEMINAR

As mentioned in our previous newsletters, 
HMRC is phasing in its landmark Making Tax 
Digital (MTD) regime, which will ultimately 
require taxpayers to move to a fully digital 
tax system. Under the new rules, businesses 
with a taxable turnover above the VAT 
threshold (currently £85,000) must keep 
digital records for VAT purposes and provide 
their VAT return information to HMRC using 
MTD-functional compatible software.

The new rules are now live, having taken 
effect from 1 April 2019 where a taxpayer 
has a ‘prescribed VAT return period’ which 
begins on that date, or otherwise from the 
first day of a taxpayer’s first prescribed 
VAT return period beginning after 1 April 
2019. For some VAT-registered businesses 
with more complex requirements, the 
rules will not have effect until 1 October 
2019. Included in the deferred start 
date category are: VAT divisions, VAT 
groups and businesses using the annual 
accounting scheme.

Old VAT returns not filed under MTD that 
were completed for the period ended  
31 March 2019 had to be filed with HMRC  
by 7 May. Generally, the first MTD returns 
starting 1 April 2019 will be for the 
quarter ending 30 June 2019. These will be 
required for filing by 7 August 2019 (apart 
from any monthly returns which may have 
been filed earlier).

Rothmans and Barclays Bank recently 
hosted a Breakfast Seminar in Winchester 
on ‘Making Tax Digital’ and ‘Cyber Security’. 
Jonathan Poulter spoke on behalf of 
Rothmans Accountants and Alex Douglas 
for Barclays Bank.

Jonathan has been a Partner at Rothmans 
Winchester for the past three years and 
specialises in owner-managed businesses. 
He began the seminar by giving a 
background to Making Tax Digital and the 
driving force from the Organisation for 
Economic Co-operation and Development 
(OECD) behind its agenda. Some of the 
topics discussed were: exemptions, what’s 
expected in the future and the timetable for 
implementation. Another key consideration 
noted was the implications of digital record 
keeping for Making Tax Digital.

Alex, who has over 20 years of experience 
in banking and is currently the Digital 
Engagement Manager of Barclays, followed 
on by speaking about Cyber Security.  
He identified the progression of data 
storage and the multiple advantages 
of using the cloud, combined with APIs 
in business; advantages which include 
remaining up to date, secure and cost 
effective. Furthermore, these applications 
can manage cash flow, sales, operations, 
marketing and of course streamline the 
process of Making Tax Digital.

The event was well attended, received 
and enjoyed – even more so thanks to the 
delicious complimentary pastries, teas 
and coffees which are an essential for any 
breakfast seminar!

The government has delayed  
its planned increase in probate  
fees indefinitely.

The delay has been attributed to 
‘pressure on Parliamentary time’ 
caused by Brexit debates and votes.

The increase in fees had been set 
to take effect from 1 April 2019, but 
HMRC recently made the decision to 
postpone the rise. Under government 
plans, the proposed probate fees are 
as follows:
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For further information contact 
one of our offices:

The articles in this newsletter are provided for information only. They are not a replacement or substitute for detailed professional advice and we recommend you take detailed advice before engaging  
in any transaction. Rothman Pantall LLP accepts no responsibility for any loss occasioned to any person acting or refraining from acting as a result of the articles contained in this newsletter.

DELAY TO RISE IN PROBATE FEES

Up to 50,000 or exempt from requiring a grant of probate 0

50,000 - 300,000 250

300,000 - 500,000 750

500,000 - £1m 2500

1m - 1.6m 4,000

1.6m - 2m 5,000

Above 2m 6,000

Value of estate (£) Proposed Fee (£)

While the changes are pending, a 
temporary process is in place for 
applying for probate, and estates will not 
incur the higher fees if applications are 
made before the fee changes take effect.

A spokesperson for HMRC said:
“Probate registries will accept 
applications before processing by 
us as long as they are assured the 
inheritance tax (IHT) forms from us  
will be coming shortly.

“Our processes aren’t changing, it’s 
just that probate registries will be 
willing to accept applications before 
our processing is done when normally 
it would need to be after.”

Contact your Rothman’s office if you 
need assistance with Inheritance  
Tax Planning.

It is important that you consider 
registering now for MTD to give sufficient 
time to ensure that registration has 
occurred. However, the government has 
confirmed that a light-touch approach to 
penalties will be taken in the first year 
of implementation, advising that where 
businesses are doing their best to comply, 
no filing or record-keeping penalties 
will be issued as the focus will be on 
supporting businesses to transition to 
MTD. The government has confirmed that 
it will not be mandating MTD for any new 
taxes in 2020.

Rothmans are assisting clients with their 
registration and can assist you with the 
registration process as well as filing.

You will also need to connect your 
accounting system – such as Xero, 
QuickBooks or Sage, to HMRC for MTD, 
and we can also assist and complete this 
process for you.

If you use spreadsheets, these must be 
bridged with HMRC as spreadsheets alone 
are insufficient for submission. Rothmans 
has a bridging filing solution and can also 
offer support with filing MTD spreadsheet 
information on your behalf.

Figures published by HMRC show that 
almost 1.2 million businesses are affected 

by MTD for VAT. Financial Secretary to the 
Treasury, Mel Stride MP, said:  

“In a world where businesses are already 
banking, paying bills and shopping online, 
it is important that the tax system moves 
into the 21st century.”

MAKE TAX 
LESS TAXING
Our free Tax App features:

• Tax calculator
• Key tax diary dates
• Helpful tips and tables
• Latest tax news 
• Rothmans branch details

rothmansllp.com/tax-app

Download from your app store now.

MTD

Stay up to date with 
Rothmans news, events 
and important finance 
information by following  
us here:

Rothmans LLP

@RothmansCounts

Rothmans Chartered  
Accountants
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BBC Radio Solent listeners flocked to 
the phone lines to ask for advice from 
our Tax Partner, Julian Sims, when he 
made his most recent appearance in 
the ‘Ask the Expert’ slot on the daily 
morning show with Sasha Twining.

Julian is a popular and regular guest on 
the show which sees him dealing with a 
variety of queries from callers. Perhaps 
unsurprisingly on this occasion, as April 
6 approached, Julian was asked for 
advice on the penalties involved if tax 
returns included errors or omissions. 
Other wide-ranging topics included the 
tax implications when parents give 
children gifts in order to help them up 
the property ladder; whether specific 

charities such as Tax Aid and Tax Help 
for Older people can assist low earners 
with their tax affairs; if someone who is 
registered blind and not working can 
transfer their allowance to their working 
spouse in order to reduce their tax bill, 
and whether accounting software and 
apps are suitable options for a new 
business owner.

In early April, Julian also participated in 
The Early Late Show for ‘Solent Surgery’ 
hosted by Steph Newenhouse.

This time, the advice was aimed at 
helping younger people to be more 
financially savvy. Listeners were invited 
to call in and discuss their concerns in-
depth, such as taking out a student loan, 
or being a first-time property buyer. All 
in the hope of enabling children and 
young adults to be more prepared 
financially for the wider world!

Julian also regularly tweets on tax 
matters as @jlstax.

When faced with succession planning and 
various exit strategies, the founder of a 
business will have a number of options. 
For a business that has a strong culture,  
it may be that the founder is keen to 
ensure that this continues under new 
ownership. And, of course, selling it to 
existing staff guarantees this.

Ahead of Employee Owned (EO) Day on  
28 June, a national day of celebration for 
employee owned companies, could EO be 
the correct exit strategy for you?

With a yearly growth rate of 10%, 
employee ownership contributes  
around 4% of GDP to the UK economy, 
representing £30bn per annum. 

During the 2008/9 recession, EO 
companies were shown to be more 
resilient, more profitable and attracted 
more staff than traditional businesses. 
Recent independent research has found 
that employee owned businesses (EOBs) 
continue to achieve higher productivity, 
greater levels of innovation and a more 
engaged workforce. EO enjoys support 
across the political spectrum and a 
number of generous tax reliefs were 
introduced by the government in 2014  
to back wider employee ownership. 

Tax advantages

“EO brings substantial tax advantages,” 
explains Daren Laidlaw, a specialist 
advisor on business succession planning 
at Rothmans, “When you sell a controlling 
interest in your business to an Employee 
Ownership Trust, no Capital Gains Tax will 
be due, compared with 10% charge on a 
standard shares sale. An EOB can also 
pay an annual bonus of up to £3,600 to 
employees without being subject to  
income tax.

“Different forms of EOBs are available  
for every sector and size of business. 
Business disposal and business growth 
need to be considered equally, looking  
at management changes, financial and 
legal issues, and even the emotional 
aspect around the founder or owner’s 
chosen exit strategy.

“Finally, the focus needs to be on 
ensuring the long-term future of  
a business, whether that is EO, 
management buyouts or trade sale.”

Download our EO brochure to find out 
more at the Rothmans website.

CHANGES TO INCOME TAX FOR 2019/20 BBC RADIO SOLENT LISTENERS  
PUT THEIR TAXING CONCERNS  
TO ROTHMANS EXPERT

The new tax year brings changes to 
income tax bands and allowances.
The personal allowance is £11,850 for 
2018/19 and increases to £12,500 for 
2019/20. There is a reduction in the 
personal allowance for those with 
‘adjusted net income’ over £100,000.  

The reduction is £1 for every £2 of 
income above £100,000. So, for 2018/19 
there is no personal allowance where 
adjusted net income exceeds £123,700. 
For 2019/20 there is no personal 
allowance available where adjusted  
net income exceeds £125,000.

The marriage allowance permits certain 
couples, where neither pays tax at more 
than the basic rate, to transfer 10% of 
their personal allowance to their spouse 
or civil partner.

The basic rate of tax is 20%. In 2018/19 
the band of income taxable at this rate 
is £34,500 so that the threshold at 
which the 40% band applies is £46,350 

for those who are entitled to the full 
personal allowance. In 2019/20 the basic 
rate band increases to £37,500 so that 
the threshold at which the 40% band 
applies is £50,000 for those who are 
entitled to the full personal allowance.

Individuals pay tax at 45% on their 
income over £150,000.

SCOTTISH RESIDENTS

The tax on income (other than savings and 
dividend income) is different for taxpayers 
who are resident in Scotland to taxpayers 
resident elsewhere in the UK. The Scottish 
income tax rates and bands apply to income 
such as employment income, self-employed 
trade profits and property income.

In 2018/19 and 2019/20 there are five 
income tax rates which range between 19% 

and 46%. Scottish taxpayers are entitled to 
the same personal allowance as individuals 
in the rest of the UK. The two higher rates 
are 41% and 46% rather than the 40% and 
45% rates that apply to such income for 
other UK residents. For both 2018/19 and 
2019/20, the threshold at which the 41% 
band applies is £43,430 for those who are 
entitled to the full personal allowance.

WELSH RESIDENTS

From April 2019, the Welsh Government 
has the right to vary the rates of income 
tax payable by Welsh taxpayers. The 
UK government has reduced each of 
the three rates of income tax paid by 
Welsh taxpayers by 10 pence. The Welsh 
Government has set the Welsh rate of 
income tax at 10 pence which will be added 

to the reduced rates. This means the tax 
payable by Welsh taxpayers continues to  
be the same as that payable by English  
and Northern Irish taxpayers.

Find out more about the changes to Income 
Tax here: GOV.UK | GOV.SCOT income tax | 
GOV.WALES income tax

WHAT ARE EMPLOYEE OWNERSHIP TRUSTS?
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