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RESEARCH AND DEVELOPMENT

Check With us to See if You Qualify
Research and Development (R&D) Relief
is a corporation tax relief that can reduce
the company’s tax bill or, in certain
circumstances, generate a loss which may
be surrendered in exchange for a refundable
tax credit.
There are two schemes available with
differing rates of relief, depending on the size
of your business:
The Small & Medium-sized Enterprise (SME)
Scheme
Under the SME scheme the tax relief on
qualifying R&D expenditure is currently
225%, so, for every £100 spent £225 of relief
is available. If this enhanced R&D relief
gives rise to a trading loss then it can be
relieved against other profits. Alternatively
the loss can be surrendered in exchange for a
refundable tax credit of 11%.
The Large Company Scheme
Tax relief on allowable R&D costs under the
large company scheme is 130%. However,
there is no mechanism within the large
company scheme to allow for the surrender of
losses in exchange for a refundable tax credit.

Qualifying R&D Projects
R&D Relief is available if an R&D project
‘’seeks to achieve an advance in overall
knowledge or capability in a field of science
or technology through the resolution of
scientific or technological uncertainty - and
not simply an advance in its own state of
knowledge or capability’’.
This is a very broad definition and can
encompass a wide range of activities,
including those which may not appear to
be research and development.

Capital Expenditure
Although R&D Relief is only available for
revenue expenditure it is possible to claim
100% R&D capital allowances on the costs of
plant & machinery which relates directly to
the R&D project.
We Can Help You
At Rothmans we have extensive experience of
R&D claims across a number of industries. If
you think that your business may qualify for
relief please contact us.

For example a factory which incurs costs
developing improvements to its production
line to increase productivity could potentially
qualify for relief.
Qualifying R&D Costs
The main categories of qualifying costs are:
• Employee costs (subject to time 		
apportionment to reflect time spent of the
relevant project).
• Sub-contractors or agency staff costs.
• Consumable or transformable materials
used directly in carrying out R&D.
• Some utility bills.
• Computer software used directly in the R&D.

Julian Sims
Director
Havant
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PATENT BOX INTRODUCED
The Patent Box regime has been introduced
with effect from April 2013 to encourage
innovation by enabling companies which
derive profits from patented technologies to
elect to be taxed at a rate of 10%.
Companies that own or have a licence over
patents granted by the UK Intellectual
Property Office or the European Patent Office
can elect to apply the scheme which then
enables worldwide patent profit arising from
the UK/European patents to be taxed at an
effective rate of 10%.
The Patent Box relief is given by including
an additional deduction in the company’s
corporation tax computation to give an
effective tax rate of 10% on the qualifying
patent income.
The relief is being phased in over the next
5 years, with a rate of 14% in the year
commencing April 2013, reducing to 10% by
the year commencing 1 April 2017.

item into a larger item qualifies income
derived from that larger item for relief.
For example, a patent held in respect of
navigational equipment in a yacht could
qualify the whole yacht for the scheme.
Qualifying Conditions
The two main qualifying conditions are:
• The company must have made a 		
significant contribution to the creation
or development of the patented item
or a product incorporating the item.
• If the company licences its patent rights
it must have exclusivity which is at least
country-wide.
We Can Help You
If you wish to discuss your potential claim in
more detail with one of our tax experts please
contact us.

Qualifying Income
The definition of qualifying patent income is
broad and encompasses sales, licence fees,
proceeds of sale, damages for infringement
and any other compensation in respect of:
• Items in respect of qualifying intellectual
property rights held by the company,
• Items incorporating a qualifying item,
• Items that are designed to incorporate a
qualifying item.
This definition is particularly generous when
you consider that incorporating a patented

Julian Sims
Director
Havant

STATUTORY RESIDENCE TEST
From 6 April 2013 the rules that determine
whether an individual is resident in the UK
for tax purposes have changed. These rules
are known as the Statutory Residence Test
(SRT).
For the majority of individuals determining
whether or not they are resident in the UK
for tax purposes is quite straightforward

and under the new test their position
will not change. However, for those with
complex circumstances the SRT will provide
more certainty about their residence status.
HMRC have issued a pilot online ‘Tax
Residence Indicator’ (TRI). This gives users
an indication of their residence status after
answering questions regarding days spent

in UK, where your home is and where your
family ties are.
Residence is a complex area and Rothmans
have experience in advising on the tax
implications of residence.
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COMPANY CARS – A SUMMARY OF TAX RULES

FURTHER
DEBATE ON
CAR BENEFITS
WITH TAX TV
ONLINE AT:
www.rothmansllp.com/
join-the-debate

This summary focuses on company car tax
rules and how tax legislation is being used
to encourage businesses to acquire more
environmentally-friendly vehicles.
Car Benefit charge
The provision of a company car is normally a
taxable benefit for an employee or director.
The company car benefit charge for a full
year is calculated by multiplying the price
of the car (in most cases, its list price plus
accessories less capital contributions) by the
‘appropriate percentage’, based on the level
of CO2 emissions. The benefit charge is then
subject to tax at the effective tax rate of each
individual. Employers pay Class 1A national
insurance contributions (NICs) on the benefit
at 13.8%.
The annual taxable value of the benefit is a
maximum of 35% of the list price of the car
when first registered, dependent upon CO2
emissions.
The list price includes the full cost of the
car, car tax (if applicable), VAT and delivery
charges. There is no cap on the list price of
the car for calculating the benefit. The list
price of most accessories must be included
whether fitted when new or subsequently.
Diesel cars are currently subject to a 3%
supplement, subject to the 35% cap. Cars
that are propelled solely by electricity do not
have to pay tax on the benefit.

Fuel Benefit charge
Where the employer also pays for any fuel used
privately by the employee, there is an additional
benefit charge applied to a standard value of
£21,100. This charge is based on the same
CO2 car benefit percentages. There is no fuel
benefit charge for vehicles propelled solely by
electricity.

Tax Payable
Income tax at the basic, higher or additional
rate is chargeable on the car and/or fuel
benefit depending on the employee’s level of
income. The tax is usually collected under the
PAYE system by appropriate adjustment of the
employee’s tax code, following the details being
declared to HMRC on forms P11D and P11D(b).

Employee Contributions
Where the employee is required as a condition
of the car being made available to pay for the
private use of a car, the value of the benefit is
reduced accordingly on a pound for pound basis.

Business Use of an Employee’s Own Car
A statutory system of tax and NIC free mileage
rates applies for business journeys in an
employee’s car or van:

By contrast it is ‘all or nothing’ for the fuel
benefit charge, which means the full tax charge
on the value of the benefit is due unless the
employee reimburses all private fuel costs.
HMRC publishes advisory fuel-only rates
which will be accepted either for employers
reimbursing employees for the cost of fuel
for business mileage, or for employees
reimbursing employers for the cost of fuel for
private mileage in a company car.
Company Vans
The taxable benefit for the unrestricted use of
company vans is £3,000 plus a further £564
of taxable benefit if fuel is provided by the
employer for private travel. Home to work
travel in a company van is not deemed to be
private use.

• On the first 10,000 miles in the tax year, 45p
per mile
• On each additional mile above this, 25p per
mile
If an employee travelling on business carries
fellow employees as passengers, they may be
reimbursed a further 5p per passenger tax free
provided it is a business journey in respect of
the passengers. No claim can be made if the
employer does not pay passenger payments.
Tax-free Benefits
Car parking - The provision of a car parking
space at or near the employee’s place of work
is not an assessable benefit.
Pool cars - There is no tax for using a pool
car. This is one where private use is merely
incidental to the business use, and it is not
normally used by one employee to the
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exclusion of all others. Please note that a pool
car must not normally be kept overnight at or
near an employee’s home.
‘Lower paid’ employees - The provision of a car for
an employee other than a director who is paid at
a rate below £8,500 per year (including the value
of benefits) does not attract any charge to income
tax. Nor is there any charge on fuel for private use
provided to such employees.
Compliance Matters
Accurate and up-to-date records of all business
mileage undertaken in private vehicles must be
maintained at all times. In the case of company
cars, all fuel receipts should be retained as
proof of actual costs incurred. Employers should
maintain mileage records for ‘pool cars’ for PAYE
inspection purposes.
If assistance is required with decisions over the
tax implications of the acquisition of company
cars, please contact us.
Advisory fuel-only mileage rates from
1 September 2013

Engine Capacity

Petrol

LPG

Up to 1400cc

15p

10p

1401cc – 2000cc

18p

11p

Over 2000cc

26p

16p

Engine Capacity

Diesel

1600cc or less

12p

1601cc – 2000cc

15p

Over 2000cc

18p

RTI – LATEST NEWS
Some users of The Real Time Information
(RTI) scheme for PAYE have experienced
difficulties with certain aspects since its
introduction in April 2013. HMRC have
recently made announcements that should
assist:
Relaxation on Reporting Rules
For businesses with fewer than 50
employees, the temporary relaxation of
new reporting rules has been extended
from October 2013 until April 2014.
Businesses are still required to report
using RTI, but are able to do so once a
month, rather than each time they pay
their employees. Where wage payments
are made weekly, for example, but
payroll is run once a month, extra time is
therefore available to report. However,
this relaxation will be removed from the
start of the next tax year on 6 April 2014.
Annual Schemes
Since the introduction of RTI in April,
HMRC have been unable to process
requests for ‘annual PAYE schemes’, due
to technical problems. These issues have
now been resolved and any requests made
since then have been accepted.

Annual schemes can be a useful and time
saving method of dealing with payroll,
but their use is limited by the following
requirements:• All the employees are paid annually
(generally only applicable to director
only PAYE schemes).
• Everyone is paid within the same single
tax month.
• The employer is only required to pay
HMRC annually.
Rothmans provide payroll services to
many clients and if this is of interest to you,
please contact us.

James Reilly
Director
Fareham

Andrew Perriam
Partner
Chandlers Ford
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TAX TIPS FOR CHRISTMAS
It’s the time of year when business owners are
considering their plans for Christmas activities,
and rewards for staff, customers and suppliers.
Here follows a reminder of some of the tax
implications:
Christmas Bonus for Staff
This will count as ordinary earnings and be
subject to tax and NI as if it were additional
salary. Vouchers given will also be taxable.

ROTHMANS NEWS
Client Entertaining
Hospitality of any kind is not an allowable
deduction and VAT cannot be recovered on it,
(except entertaining foreign customers in some
circumstances).
Christmas Party
Not only is the cost of the party deductible
against the company profits, there is an
exemption for staff from tax and NICs on
the benefit provided, as long as the party or
function:
• Is an annual event;
• Is open to all of your employees (even if
you are the only one); and
• Costs no more than £150 (inclusive of
VAT) per head.

If partners or spouses attend then they also
have a £150 allowance. The allowance covers
all costs including accommodation and
transport.
This is an annual allowance, per person, to
cover all staff events. If the company spends
even £1 more than £150 per head allowance
then the whole amount will be taxable, though
this could be avoided if your employee pays the
excess. The company can also recover the VAT
on the element relating to an employee, but not
the element relating to the employee’s spouse.

less provided they include a conspicuous
advertisement such as a logo and are not food,
alcohol, tobacco or vouchers.
Gifts to Charity
Gifts by a company are deductible provided
they are given without conditions or material
benefit. The self-employed can claim higher
rate tax relief on charitable gifts on their tax
returns via Gift Aid.

Christmas Gifts to Staff
Small gifts such as a turkey, a bottle of wine
or a box of chocolates can be given tax free to
employees.
Rules Concerning Other Gifts by Businesses
Long Service Award
Non-cash awards of £50 for each year worked
can be given tax free to anyone who has worked
at the company for over 20 years, provided no
award has been made in the previous 10 years.
Gifts to Customers or Suppliers
Tax relief is available on gifts costing £50 or

Jonathan Poulter
Director
Winchester
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ECONOMIC UPDATE SEMINAR
If you are looking for a greater
understanding about the current economic
situation in the UK and across Europe, why
not join us for our ever-popular annual
seminar with HSBC. Mark Berrisford-Smith,
Head of Economics for HSBC Commercial
Banking, will present an insight into the
current economic situation and how this
relates to the business environment in the
UK and across Europe.

The breakfast seminar will be held at The
Ageas Bowl on Wednesday 23rd October
2013 and is open to clients of Rothmans and
HSBC.
If you would like to attend, or for more
details, please RSVP by Friday, 18 October
2013, by telephone 023 9248 2683, online at
http://rothmansllp.com/hsbc-seminar/, or,
contact your branch in the usual way.

PENSIONS AUTO-ENROLMENT
BUSINESS SEMINAR
WINCHESTER
QUIZ SUCCESSES!
The finest brains the office could muster,
travelled to the Wellington Arms to take part in
a Charity Fundraising Quiz organised by Holden
Jones Recruitment. To their own amazement
they managed to win a closely fought contest
and won £100 for Naomi House, their
nominated charity, which Holden Jones then
generously doubled to £200.

Last month Rothmans held a successful
seminar on auto-enrolment, one of the
biggest changes in pension regulation in the
last hundred years. Held at the Rhinefield
House Hotel it gave employers a better
understanding on their auto-enrolment
obligations and provided advice on how to
create a successful auto-enrolment strategy.
Keynote speakers were David Yeandle, one of
three experts appointed by the Government
to undertake an independent review of

automatic enrolment as part of its pensions
reform programme and Paul Stovold
representing the National Employment
Savings Trust (NEST).
The evening ended with a chance to quiz
the expert panel on the new pension
arrangements and how it will affect their
business.
If you need advice on auto-enrolment please
contact your local branch.

Flushed with success the office team then
entered Naomi House’s own Music Quiz at the
Winchester Holiday Inn and completed the
double by winning there too, bringing back
the trophy and having contributed to another
successful fund raising evening for the charity!
The Mastermind chair beckons…
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