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VAT - THE DIGITAL REVOLUTION

With effect from 1 January 2015 the VAT
rules for broadcasting, telecommunication
and electronic (BTE) services will be
changing. This will have a direct impact
on businesses making digital sales such
as software and music downloads over
the internet.
The current position is that a sale of digital
services by a UK business to a non-business
customer in another country is treated
as having been made in the place where
the business is located. So a UK business
making digital sales, such as music
downloads, to non-business customers
will be VATable in the UK regardless of
the location of its customers.
From 1 January 2015 the sale of digital
services to non-business customers within
the EU will be taxed in the customer’s
country of residence, not the supplier’s.
Meaning that a UK business making sales
into France and Germany for example will,
from 1 January 2015, have to apply VAT at
the rate applicable in France and Germany
to those sales and file a local VAT return.
A business can only benefit from a higher
VAT registration threshold in the country in

which it is established so with effect from 1
January 2015 a UK based business selling
to multiple countries within the EU will be
required to register for and file VAT returns
in each EU country to which supplies are
made. HM Revenue and Customs has
recognised that filing multiple returns in
other EU countries would be problematic.
As a result it is possible to make a MOSS
(Mini One Stop Shop) registration which
would allow the business to submit a single
return and make a single payment each
quarter to HM Revenue and Customs in
respect of both UK and EU sales.
In practice these changes could present a
number of potential problems. For example,
consider a UK based business making
digital sales in the UK and across Europe.
This business is operating below the UK
VAT registration threshold and is not
registered for VAT.
From 1 January 2015 this same business
will be required to register for VAT in, let’s
say, France, Germany, Italy and Spain in
respect of sales made. This would of course
result in a need to comply with the VAT
charging and reporting requirements
of four different countries.

As a result this business may wish to take
advantage of the MOSS registration referred
to above rather than dealing with 4 different
tax systems.
However, the MOSS registration is only
going to be available for UK VAT registered
businesses so our previously unregistered
business will now also have to register
for VAT in the UK in order to manage its
additional EU VAT responsibilities. This
could have a considerable impact on the
profit margin of this business.
If you are making digital sales outside of the
UK it is imperative that you act now. Please
contact your local Rothmans office for
further advice.

Richard Hutchinson
Partner

www.rothmansllp.com
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TAX TIPS FOR CHRISTMAS

Sue Sullivan
Partner
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:
Flu Vaccinations
Annual routine flu vaccinations offered to staff
are not considered a taxable benefit by HMRC.
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.
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 the £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.
Christmas Gifts to Staff
Small gifts such as a turkey, a bottle of wine

2014 STAFF EVENT
In September 2014 around 70 Rothmans staff
and their families got together in teams for
a fun treasure hunt in Winchester. The event
took them on an exploration through the many
historic landmarks of the great city while
solving a number of clues along the way.
Tasks to win bonus points were also set for the
13 teams taking part, including
persuading someone from the public to sing
happy birthday, making an outfit out of newspaper and performing a dance in the street

– all of which were enthusiastically taken on!
The Havant office team, named Alf wuz’ere,
were our top super sleuths, receiving the
first ever Rothmans’ treasure hunt winners’
certificate!
Jonathan Poulter, a director at the
Winchester office, commented: “It was great
to see so many members of staff
and their families taking part in the
treasure hunt, and interesting to learn
more about the history of Winchester.”

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
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 it
is 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.
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HMRC TAX DEMANDS AND
REPAYMENTS – CHECK YOURS CAREFULLY
If you have received correspondence from
HM Revenue & Customs that informs you
of either a tax repayment, or requests
payment of tax, be sure to check it carefully
since it has recently come to light that HM
Revenue & Customs has miscalculated
the tax bills of up to 100,000 people for the
2013/14 tax year (i.e. year ended 5 April
2014).
This follows news in June that over 5
million people paid the wrong amount of
tax through the Pay As You Earn (PAYE)
system for that tax year – despite the recent
introduction of the Real Time Information
(RTI) system for delivering payroll
information to HMRC.

HMRC have since admitted that some of the
correction notices (i.e. payment demands
or refunds) that were sent to some of the
5 million people in June may also not have
been calculated correctly.
Therefore, if you have received any such
correspondence from HMRC be sure to
check their calculations carefully prior to
either cashing a repayment cheque, or
paying any demand to HMRC.
If you have received a tax demand or
repayment notice from HMRC and are
unsure if it’s correct, or would like further
information on this matter, please contact us.

Andy Miller
Partner

LET’S TALK TAX
Rothmans are proud to present Tax TV. Here you can listen to the experts simplify and break down specific tax topics. Each topic is chosen
to help you understand how to save you or your company money. The most recent video covers self assessment tax returns and highlights
items you may have over looked. To view this and previous videos visit:
www.rothmansllp.com/news-events/lets-talk-tax/

Watch the experts discuss the following topics:
Self Assessment Tax,
Reminders for Submission

Items that tax payers need to
get to their advisors before the
self assessment deadline, that
they might have overlooked.

Tax and Financial Strategies 2014/15

UK taxation: highlighting
important areas for
consideration to help you make
the most of your money. The
accompanying Rothmans Tax
Strategies Guide is available
for download.

Tax Free Benefits

Tax free benefits for both
the employer and employee.
Including many topics that
you can benefit from that may
other wise be overlooked, such
as parking, health care and
working from home.

Company car tax rulesCould you be saving?

The tax rules surrounding
company cars, watch and see if
you could benefit from further
tax savings on your company car.

ROTHMANS OPEN NEW SOUTHAMPTON OFFICE
We are delighted to announce that our
Southampton and Eastleigh offices have joined
forces to create a new Rothmans office in
Southampton.
Following a long and extensive search, we have
moved to larger premises at Chilworth Point
in Southampton. Our reasons for choosing this
particular location were driven by its ease of

accessibility and the ability for us to continue
to provide visitor parking which is reserved
at the front of the building.
While we have enjoyed operating from our
Oxford Street and Romsey Road offices, the
new office will provide us with a modern
office environment and improved
communication links.

UP TO £1,600 PENALTY FOR LATE SUBMISSION OF
PERSONAL TAX RETURNS WHERE NO TAX IS DUE
TO HM REVENUE & CUSTOMS
HMRC records show that 1,566 people filed
their personal tax return on Christmas day
2013, a 1% increase on the prior year.
With the festive season nearly upon us and the

31 January deadline looming, it is important to
ensure your affairs are in order. HM Revenue &
Customs can levy substantial penalties for late
submission of Self Assessment Returns, even
if there is no tax to pay.

DEADLINE OF 2013/14TAX RETURN

Below is a summary of the penalties that will
be enforced by HMRC for late submission of
personal tax returns for the 2013/14 tax year
- which are due for submission online by 31
January 2015:

PENALTY

If not submitted online by 31 January 2015 deadline

£100

If still not submitted online by 30 April 2015

Additional penalty - £10 per day for 90 days (maximum £900).

If still not submitted online by 31 July 2015

Additional penalty - greater of £300 and 5% of the liability shown
on the tax return

If still not submitted online by 31 January 2016

Additional penalty – greater of £300 and a relevant percentage
applied to the liability shown on the return. The relevant percentage
is decided by HMRC and depends on the reason for not submitting
the return earlier.

FURTHER DEBATE
ON TAX RETURN
SUBMISSIONS WITH
TAX TV ONLINE AT:
www.rothmansllp.com/lets-talk-tax

In practical terms this means that if someone
with no tax to pay (but needs to file a tax
return) does not do so by 31 July 2015 they will
face a penalty of £1,300 – which will rise to
£1,600 if not submitted by 31 January 2016.
If you are unsure whether or not you need to
file a tax return or need advice/assistance in
completing yours do not hesitate to contact us.
Habib Brora, Partner
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BUSINESS LEADERS LECTURE 2014

More than 150 business people attended the
inaugural Rothmans Accountants Business
Leaders Lecture on 10 July. Entitled ‘The
Pursuit of Excellence’ the lecture was given
by Andrew Ball, Global Communications and
Heritage Manager for Rolls-Royce Motor Cars.
The audience at the event at the University
of Winchester gained an exclusive insight
into the secrets of success that lie behind the
growth over 110 years of one of Britain’s most
renowned global brands.
Andrew Bennett, Partner at Rothmans,
said: “Andrew Ball’s speech was a great
hit with everyone who attended this event,
with feedback including comments such as
“inspirational” and “really, really interesting”.

“Sir Henry Royce’s ethos by which the modernday Rolls-Royce Motor Company lives still
holds: ‘Strive for perfection in everything you
do. Take the best that exists and make it better.
When it does not exist, design it.”
After a question and answer session, many of
the delegates enjoyed a close-up look at the
Rolls-Royce Phantom Coupe brought along
for the event, while taking the opportunity to
network.
Andrew Ball was presented with a cheque for
£1,000 for the Chichester-based Parents and
Carers Support Organisation (PACSO), voted
by the Rolls-Royce workforce to be this year’s
house charity.
Rothmans run a number of popular business

seminars throughout the year, including a
humorously insightful look at the budget in the
spring and an economic update in the autumn.
The Business Leaders Lectures are aimed at
further supporting the region’s businesses,
covering a number of topics from people with
impressive track records in a range of industry
sectors.
If you are interested in attending future
seminars and/or lectures, please contact your
local Rothmans office.

NATIONAL INSURANCE - £2,000 EMPLOYMENT
ALLOWANCE – REMINDER!
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 £2,000 allowance commenced from 6
April 2014 (i.e. the tax year 2014/15) and
is intended to be an annual allowance. It
is 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 cannot offset
the allowance against primary Class 1,
Class 1A or Class 1B contributions.

If you are unsure whether you can claim
the allowance or would like further
information on this please contact us.

You can claim at any time in the tax year
but if you claim late and don’t use your full
Employment allowance entitlement you
will have to ask HM Revenue & Customs
to do one of the following:
• Use any allowance that’s left at the
end of the year to pay any tax, National
Insurance or VAT you owe
• Give you a refund after the end of the
year if you don’t owe anything.

Andrew Perriam
Partner

www.rothmansllp.com

GROWTH VOUCHERS PROGRAMME EXTENDED
On what kind of support can I spend my Growth
Voucher?
Growth Vouchers can be used to obtain
strategic advice on any of the following
categories:
In our last newsletter, Power In Numbers
16, we included an article outlining the
government’s Growth Voucher scheme – a £30
million research programme to assist small
businesses in accessing professional advice.
Since our last newsletter the programme has
been extended and is now open to companies
with fewer than 250 employees and those who
have recently started up a business.
The Government is also helping to improve
cash flow as businesses will have to find less
money up front towards the cost of the voucher.

• Managing cash flow, late payments and
negotiating finance
• Developing skills and taking on staff
• Improving Leadership and Management
• Marketing, attracting and keeping
customers
• Making the most of digital technology

The Government will match your spend up to a
maximum value of £2,000. This means you can
spend as much or as little as you want on the
advice but the maximum contribution from
the Government will be £2,000.

Rothmans are a registered Growth
Voucher advisor – please get in touch
if you would like to discuss this exciting
initiative, or take a look at our page on
the Enterprise Nation website.
https://marketplace.enterprisenation.
com/marketplaces/businesses/1457

Robin Lloyd
Partner

CHANGES TO INTESTACY RULES
With effect from 1 October 2014 the rules
governing intestacy – how an estate is
distributed when a person who has died
has not made a will – have changed.
Firstly, if the person who has passed away has
a surviving spouse/civil partner and children
(or remoter issue), the surviving spouse or
civil partner will receive the first £250,000 of
the estate plus half of any remaining assets.
The other half of the remaining assets will be
shared equally among any children, which is
a significant change as before 1 October 2014
the children would have inherited all of the
remaining assets over the first £250,000.

Secondly, if the individual who has passed
away is survived by a spouse or civil partner
but has no children (or remoter issue), the
entire estate will now go to the surviving
spouse or civil partner. Prior to 1 October
2014 the spouse or civil partner would have
only received the first £450,000 plus half of
the excess over £450,000 – the other half of
the excess went to blood relatives in an order
set by inheritance tax
laws (first in-line being parents or siblings).
The third change is the definition of personal
chattels – personal belongings of the
deceased which pass to the surviving spouse

or civil partner. These now exclude assets
held solely as an investment with no personal
use at the date of death.
As a reminder, where an unmarried person
dies intestate (without a will) their entire
estate goes to their closest blood relative.
Where there is no such relative the entire
estate
goes to the Crown.
If you would like to discuss inheritance tax
planning in more detail do not hesitate to
contact us.

John Poulter
Partner

