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Reclaiming VAT: are you missing out?
Recent research suggests that many small businesses are missing out on valuable opportunities to reclaim VAT.
Here we consider some of the key areas relating to VAT reclaims.
Value Added Tax (or ‘input tax’) is
payable when you buy goods or services
for your business. VAT-registered
businesses can generally reclaim the
input tax paid regardless of the VAT
rating of the goods and services (ie.
standard, reduced or zero-rated). You
cannot normally reclaim on goods and
services that are exempt from VAT.

Business entertainment
While you cannot generally reclaim VAT on
business entertainment, you can recoup
the VAT on entertainment for staff, such
as parties and team building exercises, as
long as the entertainment is provided for
employees only.
If you entertain both employees and business
contacts, you can only reclaim the proportion
of expenditure that is not used for business
entertainment. However, if the employees
present are also acting as host to the business
contacts, VAT will not be recoverable.

Business versus
personal use
VAT cannot be reclaimed on goods and
services used solely for non-business
activities, including those bought for
personal use and cars that are not used
exclusively for business purposes. There are
some specific exemptions for charities –
please contact us for further information.

Car expenses
You cannot reclaim VAT when you purchase
a new car, unless it is used exclusively
for business purposes. However, you
can generally reclaim 50% of the VAT
when leasing a car. VAT on repairs and
maintenance can be reclaimed as long as
your business pays for the work. Generally
all other business motoring expenses, such
as fleet management or off-street parking,
are VAT-reclaimable.

If your purchase is for both business and
personal use, you can reclaim only the
business proportion of the VAT.

Staff expenses
You can normally reclaim VAT on employee
expenses if they relate to business travel
and subsistence (eg. meals, canteen
facilities or accommodation), unless
you pay your employees a flat rate for
subsistence when no VAT is recoverable.

The rules are complex and liable
to change, so contact us for the
most up to date advice. We can help
make sure you’re paying the correct
amount of tax and reclaiming the
amounts you are entitled to.
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Budget bounty for savers
In the 2014 Budget the Chancellor unveiled a number of measures of benefit to some savers, including a reduction in
the starting rate of tax for savings income and a doubling of the savings rate band. From 6 April 2015 the starting rate
of tax for savings income will reduce from 10% to 0%, and the savings rate band will rise to £5,000 from the same date.
The effect of these changes
is that for 2015/16 savers
will not pay tax on any
interest they receive on
their savings if their income
potentially subject to tax
for the year is £15,500 or
less. This is the total of the
personal allowance for 2015/16
of £10,500 plus the savings rate
band of £5,000. An individual who
was born before 6 April 1938 will not pay any tax on their savings
income as long as their income is less than £15,660 (personal
allowance of £10,660 plus £5,000 savings rate band). The figures
are higher for those in receipt of the blind person’s allowance.

Operation of the savings rate
The savings rate applies to savings income up to the savings rate
band. However, if a person has non‑savings income (excluding
dividends) after deducting personal allowances of more than the
savings rate band, the savings rate is not available.

Example
George and Gwen are married. Both were born after 1938.
George has a salary of £60,000 and interest from bank
and building society accounts of £5,000, while Gwen has a
salary of £10,500.
By transferring the savings accounts to Gwen, the interest
can be received tax-free in 2015/16. In George’s hands it
is taxed at 40%.
By moving the investments, it is possible for the couple to
save tax of £2,000 (£5,000 @ 40%) in 2015/16.

What counts as savings
income?
Savings income includes interest on savings
accounts held with bank and building
societies and other account providers (e.g.
credit unions) and interest distributions
from authorised unit trusts and
open‑ended investment companies.
Also coming within the definition of
savings income is the profit on
government or company bonds
issued at a discount or repayable
at a premium, purchased live
annuity payments and gain from
certain life insurance contracts.

Planning ahead
To make the most of the 0% savings rate some forward planning
may be useful, particularly for couples where one spouse or partner
has total income of less than the personal allowance plus the
savings rate band for 2015/16.
This is illustrated by the following example.

Examples
In 2015/16 John has a salary of £20,000. He receives bank
interest on his savings of £2,000. The savings rate is not
available to him as he has non-savings income after personal
allowances in excess of £5,000.
Julie was born in 1960. She has savings income in 2015/16 of
£14,000. She has no other income. The first £10,500 of her
income is set against her personal allowance for 2015/16. The
balance of her savings income of £3,500 (£14,000 - £10,500)
is taxed at the savings rate of 0% for 2015/16.
James has savings income in 2015/16 of £18,000. He has no
other income. He was born in 1945. The first £10,500 of his
savings income is set against his personal allowance, the next
£5,000 is taxed at the savings rate for 2015/16 of 0% and the
balance of £2,500 is taxed at the basic rate of tax.

Receiving interest gross
From 6 April 2015, the rules for registering to have interest paid
without the deduction of tax are being changed to enable more
savers to receive interest gross. Currently a saver can only apply for
gross interest on form R85 if their total taxable income for the tax
year is below their personal allowance.
However, from 6 April 2015, a saver who
is unlikely to pay tax on any of their
savings income in the tax year can
complete an R85 and register for
interest to be paid gross.

Changes to employee
share schemes
Following a review of employee share schemes by the Office of Tax Simplification (OTS) and a subsequent
consultation by HM Revenue and Customs (HMRC), legislation introduced in the 2014 Finance Bill is designed to
simplify the administrative burdens associated with operating a tax–advantaged share scheme.
The main changes are the replacement of the approvals process with a self–certification process and a move to
compulsory online filing of share scheme returns.

Tax advantaged share and share option
schemes
There are currently four tax–advantaged share and share option
schemes:
yy share incentive plans (SIPs) – an all–employee share scheme
under which employees can purchase partnership shares from
their pre–tax salary, be awarded free or matching shares by
their employer or reinvest plan dividends in dividend shares
yy Save As You Earn (SAYE) share option schemes – employees
invest up to £500 from their post–tax salary in a savings
contract. At the end of the contract the savings can be used to
buy shares at a fixed price
yy company share option plans (CSOPs) – a discretionary scheme
under which selected employees (usually senior managers)
can be awarded options to purchase shares in their employer
company; and
yy enterprise management incentives (EMIs) – a share option
scheme targeted at small and medium–sized companies.
The tax advantages attaching to the schemes are conditional on
the associated conditions being met.

Self–certification
Prior to 6 April 2014 SIPs, SAYE share option schemes and CSOPs
needed HMRC approval for the scheme to benefit from the
associated tax advantages. A simpler notification requirement
applied to all EMI schemes.
HMRC no longer approves schemes.
Instead, schemes must register
online with HMRC’s Employment
Related Securities (ERS) online
service and self–certify that the
conditions for the scheme’s
tax advantaged status have
been met. The requirement
applies to SIPs, SAYE
share option schemes and
CSOPs. EMI schemes
must be registered
where options are
granted or outstanding.
Responsibility for
registering and
self–certifying SIPs, SAYE
share option schemes and
CSOP schemes rests with the
company secretary.

Where a new scheme is set up on or after 6 April 2014, the scheme
must be registered and self–certified by 6 July following the end
of the tax year in which the first award of shares is met. So, for
example, if a SIP is set up in May 2014 and the first award of
shares made in June 2014, the scheme must be registered and the
self–certification requirement met by 6 July 2015 for the award to
enjoy the associated tax advantages.

Be aware…
Prior to 6 April 2014 HMRC approved tax–advantaged schemes.
Schemes that were approved prior to that date still need to register
with HMRC and self–certify by 6 July 2015. A failure to meet this
deadline will mean that the tax advantages will be lost and will not
apply to awards or exercise made under a SIP or SAYE share option
scheme on or after 6 April 2014 or to any outstanding CSOP
options, regardless of the date of grant.
Schemes that were set up prior to 6 April 2014 in respect of which
HMRC approval was not sought by that date are subject to the
rules applying to schemes set up on or after 6 April 2014.

EMI options
Although EMI schemes were not subject to HMRC approval, a
notification procedure applies to options granted under an EMI
scheme. Where EMI options are granted on or after 6 April 2014,
these must be notified to HMRC online and consequently the EMI
scheme must be registered for HMRC’s ERS online service.

Submission of annual returns
Returns for employee share and share option
schemes must be filed online with effect
from the 2014/15 returns, which are due by
6 July 2015.

Information required on
non–tax advantaged
schemes
As regards non–tax advantaged
schemes, where HMRC had previously
issued a notice to file Form 42, the
scheme does not need to be registered
until 6 July after the end of the tax
year in which the next reportable
event occurs. This means that if there
are no reportable events in 2014/15
but a reportable event occurs in
2015/16, the scheme must be registered
and a return made by 6 July 2016.

Tax Round‑up
Tax investigators collect
record amount this year
HMRC claims that £23.9 billion was
collected through tax investigations over
the past twelve months.
This is an increase of £3.2 billion on the
previous twelve‑month period, and £9
billion on the period before that. HMRC
said it was almost £1 billion above the
target set by Chancellor George Osborne.
According to official figures, over £8 billion
of the haul came from large businesses.
A further £1 billion came from criminals
and £2.7 billion from tackling avoidance
schemes.
‘The Government supports the
hard‑working, honest majority of taxpayers
that play by the rules, and is determined
to tackle the minority that seek to avoid
paying the taxes they owe,’ said Exchequer
Secretary to the Treasury, David Gauke.
He continued: ‘We set HMRC ambitious
targets to increase its yield and the figures
published today demonstrate that HMRC is
successfully meeting these challenges’.
HMRC said it aims to secure £100 billion
between May 2010 and March 2015
through investigations into unpaid tax.

Tax Tip
There’s always a tax deadline
just around the corner!
5 October is the deadline for
notifying HMRC of new sources
of income/chargeability. In effect
this means telling HMRC that in
2013/14 you had an income or
capital disposal they are not aware
of – possible reasons are because
you made a capital gain or became
self-employed.
Getting your data to us in good
time will be especially important
this year for salaried members of
LLPs, whose self employed status
came to an end on 5 April.

Revenue to recover unpaid
tax ‘directly from taxpayer
accounts’
HMRC is set to recover unpaid tax and
overpaid tax credits directly from the bank
accounts of businesses and individuals that
fail to pay, under new rules.
The Direct Recovery of Debts (DRD)
initiative was outlined in the 2014 Budget
and the proposals are now under
consultation. If approved, DRD
will allow HMRC to recover tax
debts from taxpayers who
owe more than £1,000.

Around 17,000 individuals are expected to
be affected by the measures, which are set
to take effect in 2015.
Some experts have warned that the ruling
will lead to additional complexities and
increased expense for employers.

Pensions auto‑enrolment –
do you know your staging
date?

STAG
DAT ING
E?

HMRC will be able to
take money from bank
and, building society
accounts and Individual
Savings Accounts (ISAs).
Only those with long‑term debts
who have received at least four payment
demands will be targeted.

A minimum total of £5,000 will be left
across debtors’ bank accounts, including
their savings accounts. The amount owed
will be frozen in debtors’ accounts for a
period of 14 days before being seized, to
give taxpayers the opportunity to contact
HMRC regarding payment of the debt.

Pensions auto‑enrolment is being
phased in over the next few years,
and will require most UK employers
to automatically enrol eligible
workers into a qualifying pension
scheme and to pay a minimum
contribution into the fund.

Employers must adopt
auto‑enrolment with effect from
their allocated ‘staging date’.
Further information on staging dates
can be viewed here:
www.thepensionsregulator.gov.uk/
staging.
Recent research has suggested that more
than 80% of employers are facing increased
administration costs as a result of the
new regime. If you would like assistance
with pensions auto-enrolment for your
employees, contact us.

Reminders for your
Autumn Diary
September 2014
30 End of CT61 quarterly
period.
Last day for UK
businesses to reclaim EC
VAT chargeable in 2013.

October 2014
1

5

Due date for payment
of Corporation Tax
for period ended
31 December 2013.
Individuals/trustees
must notify HMRC of

new sources of income/
chargeability in 2013/14
if a Tax Return has not
been received.
14 Due date for income tax
for the CT61 quarter to
30 September 2014.

Return without incurring
penalties.

November 2014
1

£100 penalty if 2014
paper Tax Return not yet
filed. Additional penalties
may apply for further
delay. No penalties will
apply if online return filed
by 31 January 2015.

2

Submission date of P46
(Car) for quarter to
5 October.

17/22 Quarter 2 2014/15
PAYE remittance due.
PAYE Settlement
Agreement payment
dates for 2013/14.
31 Deadline for paper
submission of 2014 Tax

This newsletter is for guidance only, and professional advice should be obtained before acting on any information contained herein. Neither the publishers nor the
distributors can accept any responsibility for loss occasioned to any person as a result of action taken or refrained from in consequence of the contents of this publication.

