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AUTUMN STATEMENT

On 5 December 2013, George Osborne’s 
Autumn Statement contained several new 
measures and confirmed a number of others 
regarding the taxation of businesses and 
individuals. A summary of some of the main 
measures follows:-

Business tax
Employer National Insurance Contributions
From April 2015, employer national insurance 
contributions (NICs) will be abolished for those 
under 21 years of age on earnings up to £813 
per week. Thereafter the normal rate of NICs 
will apply.

It had already been announced that an 
annual £2,000 Employment Allowance will 
be introduced from April 2014. This will 
need to be claimed and will be offset against 
employers’ NICs to reduce the overall cost of 
employing staff.

Corporation tax
No new changes were announced, however, 
the main rate of corporation tax continues 
to reduce over the next two years. Small and 
large companies will pay a unified rate of 20% 
from 1 April 2015.

Business rates
Several new measures have been announced 
which are dealt with in a separate article.

Personal tax and savings
From 6 April 2014, the basic personal 
allowance will increase by £560 to £10,000 
which is the level agreed at the outset of the 
Coalition. Starting next year it is intended that 
this allowance will increase by the Consumer 
Price Index (CPI).

From 6 April 2014, the basic rate band on 
which 20% income tax is paid will reduce to 
£31,865.

From 2015/16, basic rate taxpayers will be 
able to transfer up to £1,000 of their income 
tax personal allowance to their spouse or civil 
partner. This will not be possible where either 
partner is a higher or additional rate tax payer.

The capital gains tax annual exemption is to be 
increased by £100 to £11,000 from 6 April 2014, 
but tax rates remain unchanged.

Changes to pensions from 2014/15 have 
already been widely publicised. The maximum 

Martin Osborne
Segensworth

annual contribution reduces from £50,000 
to £40,000 from 6 April 2014 and the lifetime 
allowance reduces from £1.5m to £1.25m from 
the same date.

From October 2015 a new voluntary National 
Insurance contribution – Class 3A – will be 
introduced (for a limited period) to give people 
who reach state pension age before 6 April 
2016 the chance to enhance their Additional 
State Pension.
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CORPORATION TAX – DEADLINES AND PLANNING 

Cash flow management is a crucial part of 
any business and having an awareness of 
when and how much tax you need to pay is an 
important part of that cash flow management. 
If you don’t pay your corporation tax on time, 
HM Revenue & Customs will charge interest 
from the day that it’s due until you pay it.

For small and medium companies (SMEs) 
your corporation tax payment is normally due 
by nine months and one day after the end of 
your accounting period. So if your company tax 
return covers your accounting period 1 April 
2013 to 31 March 2014, then corporation tax 
must be paid no later than 1 January 2015.

Large companies (generally, where taxable 
profits are in excess of £1.5m, but see 
below regarding associated companies and 
accounting periods which are less than 12 
months long) need to make their corporation 
tax payments by quarterly installments, 
commencing during the accounting period.

The current rates of corporation tax are 
shown in the table above. Please note 
that where there are two or more active
associated companies for corporation tax 
purposes, then the amounts given in the 
corporation tax bands above are divided by the 
total number of associated companies. 

As a practical example, if two companies are 
associated for corporation tax purposes then 
(for the year to 31 March 2014) each company 
will pay 20% on the first £150,000 of taxable 
profits (i.e. £300,000 divided by two), then pay 
23.75% on the next £600,000 of taxable profits 
before paying 23% on taxable profits over 
£750,000.

Likewise, the tax bands above are pro-rated 
for accounting periods which are less than 12 
months long.

Business owners need to be aware of tax 
planning opportunities perhaps by considering 
one or all of the following:

• Capital allowances – the timing of your  
 capital investment (plant, machinery, 
 office  equipment etc) is vital to obtain  
 maximum relief. The Annual Investment  
 Allowance (AIA) is currently 100% for  
 the first £250,000 of qualifying expenditure,  
 meaning companies can write-off 100% of  
 the cost of qualifying capital expenditure  
 up to £250,000 per year, against taxable  
 profits, in the year of purchase.

•  Cars – choosing a fuel-efficient car 
can benefit both the business and the 
employee with low emission cars, CO2 
emissions are no more than 95 g/ km,  
which encompasses more cars than  
you might think, attracting 100% tax relief 
on purchase (where unused and   
not second-hand). HM Revenue & Customs 
accept that this condition is met ‘even if  
it has been driven a limited number of  
miles for the purposes of testing, delivery,  
test driven by a potential purchaser, or  
used as a demonstration car’.

• Going green – investment in approved  
 environmentally-friendly or energy-saving  
 equipment can also qualify for 100% first  
 year capital allowances. 

• Research & development – the rules  
 offer generous tax opportunities for  SMEs,  
 with qualifying expenditure attracting a  
 225% deduction against taxable profits.  
 Furthermore, if your business is not  
 making a taxable profit, then there is a tax  
 credit system in place which allows the  
 relief as an ‘up-front’ cash sum in   
 exchange for the corresponding trading  
 losses. This can provide a vital cash flow  
 boost for R&D companies, especially in the  
 early stages of their business.

• Pensions – generally, contributions made  
 by an employer to a registered pension  
 scheme will attract tax relief for the  
 employer. Contributions made by an  
 employee will also attract tax relief  for 
 the employee subject to a maximum 
 annual limit of £50,000 per person   
 (£40,000 from 6 April 2014) in the total 
 of the employer’s and employee’s   
 contributions. From a planning   
 perspective it is also worthwhile checking  
 when your business must automatically
 enrol its employees into a pension   
 scheme under the government’s 
 ‘autoenrolment’ legislation. More   
 information on this can be found here –  
 http://www.thepensionsregulator.gov.uk/ 
 automatic-enrolment.aspx 

• Salary versus dividend – this should be  
 reviewed regularly to keep pace with  
 changing legislation. Dividends do not  
 incur National Insurance but are paid 
 out of a company’s ‘after tax’profits,  
 whereas salary is subject to National  
 Insurance, but receives corporate tax 
 relief as a company cost.

Please contact us if you would like to discuss 
any of the above opportunities.

RATES FOR FINANCIAL YEARS ENDING: 31 MARCH 2014 31 MARCH 2015 31 MARCH 2016

Small profits rate on first £300,000 of taxable profits 20% 20% 20%

Marginal rate on the next £1,200,000 of taxable profits 23.75% 21.25% 20%

Full rate on taxable profits over £1,500,000 23% 21% 20%

Marginal Relief Upper Limit £1,500,000 £1,500,000 N/A

CORPORATION TAX BAND
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We are often asked how employees can 
be rewarded without tax implications. Most 
benefits in kind are taxable on the employee, 
however, there are some that are not.  
Although, obviously limited in number, there 
are some that are worth consideration and 
what follows is a checklist of the main tax 
free benefits:

• Pension contributions
• Parking facilities
• Job-related accommodation
• Childcare vouchers
• Crèche facilities (if available to all)
• Free or subsidised canteen meals 
 (if available to all)
• In-house sports facilities (if available to all)
• Works buses or subsidised public 
 bus services
• Non-cash gifts – not from employer – up  
 to £250 per annum
• Business mileage payments
• Subsistence and travelling for business  
 purposes

• Directors liability or professional   
 indemnity insurance
• Eye care tests/glasses for computer  
 screen use
• One health screening or medical check- 
 up per year
• Mobile telephones
• Cycles and cyclist safety equipment
• Annual staff parties – up to £150 per  
 annum per person
• Company van where private use is   
 ‘insignificant’
• Interest on loans to employees up to  
 £5,000 (£10,000 from 6 April 2014)
• Removal expenses – up to £8,000 
 per move
• Long service awards for 20 years   
 service or more (£50 per year of service)
• Additional costs of working from home  
 (£4 per week max)
• Personal incidental overnight expenses  
 (max £5 per night in the UK and max  
 £10 per night overseas)
• Training costs 

It is important that advice is taken regarding 
the specific rules for each of the above to 
apply. Please contact us for more details if 
this is of interest.

TAX FREE EMPLOYEE BENEFITS

Peter Dawson
Southampton

FURTHER 
DEBATE ON 
EMPLOYEE 
BENEFITS 
WITH TAX TV 
ONLINE AT:
www.rothmansllp.com/
lets-talk-tax
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The allowance will not be available to 
domestic employers (e.g. for household 
employment, such as a gardener) nor to 
public authorities (and other employers) who 
carry out functions of a public nature (unless 
a charity).

There will also be restrictions for companies 
within the IR35 regulations.

Please contact us if you need any assistance 
or further information.

NATIONAL INSURANCE – £2,000 EMPLOYMENT ALLOWANCE

In the March 2013 Budget, the Government 
announced that, as an incentive to encourage 
business growth, it was introducing an 
employment allowance of £2,000 a year for 
all businesses, charities and community 
amateur sports clubs with employees whose 
earnings result in a secondary Class 1 National 
Insurance (commonly known as employer’s NIC) 
liability arising.

The draft Bill has now been presented to 
parliament and the key points of the new 
allowance are summarised below (but please 
note that the legislation may be subject to 
change as part of the parliamentary procedure).

The £2,000 allowance will commence from 
6 April 2014 (i.e. the tax year 2014/15) and is 
intended to be an annual allowance. It will be 
used to offset the Class 1 secondary National 
Insurance contributions paid by employers as 
soon as such a liability arises in the tax year, 
but you will not be able to offset the allowance 
against primary Class 1, Class 1A or Class 1B 
contributions.

From a practical perspective an employer will 
physically claim the allowance via the business’ 

payroll software or HMRC’s own PAYE Tools and 
will thus reduce the monthly Class 1 secondary 
contributions payable by the employer each 
month until the £2,000 for that tax year is 
entirely utilised.

A facility is to be added to HMRC’s Real Time 
Information system (RTI) to enable the reporting 
to reflect the monthly deduction.

One annual allowance is available to each 
employer, regardless of the number of 
employees or how many PAYE schemes that 
employer operates, although you can choose 
which scheme will benefit from the allowance. 
Where there are two or more connected 
businesses/charities, only one may claim the 
allowance. It will not be possible to transfer 
any unclaimed balance to another connected 
scheme (although there may be a possibility of 
claiming a refund or offset, after the end of the 
tax year, against the other connected scheme). 
Where there are more than one scheme, any 
changes regarding which scheme is chosen to 
claim the allowance will take effect from the 
beginning of the next tax year. Where ownership 
of a company changes in the year the allowance 
may also be restricted.

Jonathan Poulter
Winchester
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BUSINESS RATES 
– SOME HELP 
FOR SMALLER 
BUSINESSES

The Autumn Statement contained several 
measures to reduce or restrict rates for small 
businesses.  Some of the main changes are 
as follows:

The increase of business rates due in England 
and Wales for 2014/15 will now be capped at 2% 
as opposed to being linked to RPI inflation.

The doubling of the Small Business Rate 
Relief was also extended until April 2015.  This 
means approximately 360,000 of the smallest 
businesses will receive 100% relief.

Additional support will be offered to the retail 
sector through a business rate discount of up 
to £1,000 in both 2014/15 and 2015/16 for retail 
properties with a rateable value of up to £50,000.  
This will include pubs, restaurants, cafes and 
charity shops.

A 50% discount on business rates for 18 
months will also be available for new occupants 
of previously empty premises.  The relief is 
temporary and will be granted to businesses 
moving into long-term empty retail premises 
between 1 April 2014 and 31 March 2016.

With effect from 1 April 2014, legislation will 
also be introduced to allow business rate bills to 
be paid over 12 months rather than the current 
regime of 10 months.

From April 2014, the Government will relax 
the small business rate relief rules to allow 
businesses to retain the relief on the first 
property for one year when taking on an 
additional property.

    rothmansllp.com/tax-app
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ROTHMANS STAFF EVENT RAISES NEARLY 
£2,500 FOR THE ALZHEIMER’S SOCIETY
In September 2013 almost 100 Rothmans staff 
and their family members took part in the 10K 
Alzheimer’s Society Memory Walk in Southsea.  

The 10K walk started from Castle Field, the 
most southern tip of Portsmouth and followed 
the seafront towards the magnificent Historic 
Dockyards passing many sites of interest along 
the way, including Clarence Pier, the iconic 
Square Tower, and Gunwharf Quays.  

Rothmans were thrilled to bring so many 
staff members and their families together to 
an event to raise money for the Alzheimer’s 
Society. 

Jonathan Poulter, a director at the Winchester 
office, commented, “It was a great day and a
very picturesque walk. We are really proud 
to have taken part to raise money in aid of a 
fantastic cause”.

It’s not too late to support Rothmans’ efforts 
and donate to the Alzheimer’s Society through 
our JustGiving page on 
www.justgiving.com/RothmansWalk2013  

Well done and thank you to everyone who 
took part! 

An entertaining yet informative look into this 
year’s budget.

We would be delighted if you could join us for 
our annual budget seminar, to review the 
impact of the budget for businesses, business 
owners and private clients. The seminar is 
free to attend and will take place on Monday 
24 March from 5.30pm at the Ageas Bowl, 
Southampton. The seminar will be followed by 
light refreshments and an opportunity to ask 
detailed questions and to network.

After last year’s success, our guest speaker, 
Giles Mooney, has been asked back. Giles 
writes for a number of publications on tax 
issues and he entertains and educates 
professionals each week running seminars 
throughout the country. He is described as 
an “Excellent speaker who made a difficult 
subject interesting”. 

Each year this seminar is oversubscribed so
we recommend you register your interest today. 
Visit www.rothmansllp.com/budget-seminar 

DIARY DATE – BUDGET SEMINAR


