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Family businesses account for about two thirds  
of all businesses in the UK. They generate over a  
quarter of the country’s gross domestic product,  
pay tax amounting to about 20% of total government 
revenues and employ more than 12 million people, over 
45% of private sector employment. Family businesses 
appear in all sizes, sectors and regions and are the 
backbone of the UK economy.

Like all businesses, family firms not only face complex  
challenges such as making significant investment decisions, but 
also have to consider ownership issues and family relationships. 
Many struggle to survive beyond a single generation.

Over 100,000 family businesses attempt to transfer ownership 
between generations each year, but only one in three make the 
transition successfully. Therefore, it is essential for family firms  
to be aware of the key issues they face and have plans in place 
to tackle them. 

Change to  
VAT Flat Rate 
Scheme from  
1 April 2017

HM Revenue & Customs recently 
discovered that its VAT Flat Rate 
Scheme (FRS) is being abused and 
has responded by introducing a new 
flat rate of 16.5% for businesses which 
incur low or limited costs on goods. 

Existing and new users of FRS will need 
to determine whether they meet the 
criteria of a “limited cost trader” and if so, 
they must use the new rate. For those 
businesses that purchase goods for resale, 
the new rate is very unlikely to apply. For 
those businesses that purchase very few 
goods, such as management consultants, 
the new rate is likely to apply.

You are a limited cost trader if the amount 
you spend on relevant goods including 
VAT is either:

•  Less than 2% of your gross turnover  
in the VAT period

•  Greater than 2% of your gross turnover 
but less than £ 1,000 per year

Relevant goods for the purposes of this 
measure exclude capital expenditure, 
food or drink for consumption by the 
business, motoring expenses including 
fuel and parts (except for a taxi, courier, 
chauffeur or other transport business), 
but include water, heat and power.

Businesses should check immediately 
whether they will have to use the new 
rate of 16.5%. If so, it is almost certain 
that their next VAT return calculated 
under FRS will cause more VAT to be 
declared when compared with standard 
VAT accounting.

For more information please contact 
Meera Rajah on +44 (0)1635 35255  
or mrajah@jamescowper.co.uk

We believe there are five key issues which family businesses 
need to consider to ensure business success:

1.  Separating business from personal feeling

Family businesses are especially vulnerable to conflict.  
Family relationships are based upon unconditional love and 
acceptance, whereas business is about performance and 
accountability. When the two are mixed, it can become very 
complicated. Family businesses need to separate business  
and personal feelings for the good of the company and  
establish formal ways of managing conflict, which is not  
always easy.

2.  Being innovative whilst maintaining the legacy and values

A new generation of younger, well-educated and motivated family 
members may be ready to take over the family business, often 
with a different attitude towards innovation and risk. Being 
innovative whilst developing and maintaining a shared vision 
based on family values is essential for long-term family success. 

3. Succession planning

Family business owners normally want to pass their business 
down to the next generation. Both the current and future 
generations need to have a plan to allow for the successful 
transition from one generation to another. However, family 
businesses also need to make contingency plans in case family 
succession is not an option. To do this effectively, family 
businesses need to develop, implement and communicate a 
robust succession plan together with contingency plans, and  
do this as early as possible before the actual handover. 

4.  Deciding if the company is run by the family or external 
professionals

Many family businesses are reluctant to recruit externally or use 
external advisers and tend to rely on existing family members.  
As the business landscape becomes more complicated, the use 
of external recruits and professional advisers allows the business 
to bring in new skills, competencies and experiences to work 
alongside the family members. Family firms need to recognise when 
to bring in outsiders and how they can strengthen their businesses.

5. Conflicting objectives

Family firms need to maintain a balance between business  
goals (such as growth, innovation and recruiting talented staff) 
and family goals such as maintaining family values and protecting 
family wealth. These goals may lead to conflicts which are 
difficult to reconcile. Families should develop a governance 
structure, which may include independent directors, to help 
manage conflicting objectives.

Successful family businesses have plans in place to tackle  
issues whenever they arise. James Cowper Kreston works  

with many family firms, helping to find agreeable 
solutions to issues which impact their businesses. 

For more information contact James Pitt on  
+44 (0)1865 861166 or jpitt@jamescowper.co.uk
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For accounting periods starting on or after  
1 January 2016, all small companies are required 
to adopt the UK’s new accounting framework, 
either FRS102 Section 1A or FRS105 if they are 
small enough to be classified as a micro entity. 

Following the implementation of the most recent EU 
Accounting Directive (from the same date), changes 
were made to the size criteria  for qualification as a 
small company, increasing the thresholds from £6.5m 
turnover to £10.2m, and gross assets from £3.26m  
to £5.1m, whilst average employee numbers remained 
at 50.

Historically, a large proportion of small companies  
filed very limited information with Companies House  
in the form of abbreviated accounts. Typically, these 
contained the company’s balance sheet, accounting 
policies and a small number of mandatory notes. 
Hardly any information about the company’s financial 
position reached the public domain. When the EU 
Accounting Directive became UK law, part of the 
legislation abolished abbreviated accounts and a  
small company’s ability to file them at Companies 
House. So what now for companies which previously 
filed abbreviated accounts?

Section 444 of the Companies Act 2006 deals with 
filing requirements for small companies and now 
states that a small company must file a copy of the 
company’s balance sheet and may file a copy of the 
directors’ report and a copy of the profit and loss 
account. Sounds simple, just a copy of the balance 
sheet, and a reduction in the information that was  
filed before. Unfortunately, it is not that simple! 

Section 472 states that references to a balance sheet 
or profit and loss account include the relevant notes. 

That means that the notes and breakdowns related  
to items such as debtors, creditors and tangible fixed 
assets will have to be included in the accounts that 
are filed at Companies House, commonly called 
“filleted accounts”. There is now a “file what you 
prepare” approach to accounts, so if something  
is included in your full accounts that relates to the 
balance sheet then it must be included in the  
filleted accounts.

There is an alternative to this; the preparation and 
submission of abridged accounts. These can only  
be prepared when the directors obtain consent  
from 100% of the members that they can prepare 
abridged accounts, which must be obtained every 
year. The profit and loss account in a set of abridged 
accounts for shareholders will start at gross profit, 
rather than turnover.

Again, there is no requirement to file this profit and  
loss account at Companies House. For balance  
sheet items other than tangible fixed assets there  
is no requirement to give a further breakdown in  
the note to the accounts. As a result, there is then  
no requirement to file the breakdowns of these items 
at Companies House. These abridged filing accounts 
will therefore be very similar to a set of previously  
filed abbreviated accounts.

For more information contact  
Jonathan Baillie on  
+44 (0)1635 35255 or  
jbaillie@jamescowper.co.uk

CHANGES TO  

SMALL COMPANY  
FILING REQUIREMENTS
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MALAYSIAN GOVERNMENT OFFICIALS  
VISIT JAMES COWPER KRESTON

Lucy Phillips, Joanne Holland, Lucy Warrick and Matthew 
Spencer raised a fantastic £1,203 in aid of Reading based 
charity Launchpad at their Sleep Out fundraising event at 
Green Park, Reading. 

Recounting the experience, Lucy Phillips said: “We gathered  
round to hear stories about some of the people who Launchpad 
has helped. As soon as the temperature dropped, we headed  
for our cardboard shelters and as the night went on it became  
very uncomfortable, so we were delighted when the morning  
rolled around.

“A growing number of people are living on the streets. Not only  
do they live in difficult conditions, but with the fear of what might 
happen whilst they sleep. As well as providing advice and shelter, 
Launchpad help them to get their lives back on track.” 

Lucy Phillips

We were excited to raise money for Launchpad because it helps some of Reading’s most vulnerable people. 

For more information about Launchpad visit: www.launchpadreading.org.uk

THE 
BIG SLEEP OUT 

Lucy Warrick, Lucy Phillips and Joanne Holland

Malaysian government officials recently spent a day at our 
office in Reading. The delegates, who were on a business 
training course, were keen to absorb as much as they 
could about UK culture and our working practices. 

We enjoyed hosting them and it was really interesting to  
learn about their methods of working. This is the second time 
we have hosted Malaysian government officials, which is a 
good sign for UK/Malaysian trade relationships.

For more information please contact Meera Rajah on  
+44 (0)1635 35255 or mrajah@jamescowper.co.uk
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If the Brexit trade agreement does not allow the UK 
access to the single market, businesses that sell goods 
B2B to customers in other EU member states need to 
consider the likely impact.

Goods moving from the UK to the EU post Brexit will be 
treated as a third country import by the EU, liable to import 
VAT and possibly import duty. If the customer is fully 
taxable, import VAT paid will be recoverable via their 
domestic VAT return, but the time between payment and 
recovery will have a negative impact upon customers’ cash 
flow. Import duty, if a positive rate, will not be recoverable by 
the customer.

The administrative burden will also increase, as a full export 
declaration will be required at the UK port of departure and 
a full import declaration into the EU, rather than the current 
simplified intra EU documents. For goods moving by road 
transport, additional checks at the EU border are likely to 
increase waiting times. 

If you require further information or advice, including the 
potential benefits of registering for VAT in another EU country, 
please ask the VAT team at James Cowper Kreston.

For more information contact Meera Rajah on  
+44 (0)1635 35255 or mrajah@jamescowper.co.uk
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M A K I N G

Heralded as the “End of the tax 
return”, Making Tax Digital (MTD)  
is the most significant change to  
the way individuals and businesses 
report their income to HM Revenue  
& Customs since the introduction  
of self assessment in 1997.

This new tax system, scheduled to 
commence in April 2018, was suddenly 
dropped from the Finance Bill after  
the announcement of a snap general 
election on 8 June 2017. It is unclear 
whether this will simply mean a delay  
in implementation, or something more 
permanent. The most likely outcome  
is MTD will go ahead in some shape  
or form.

So what do we know so far? 

Individuals

All individuals will have a digital tax 
account, which they can access at  
any time to check their details. 

Unincorporated businesses and 
property landlords

Quarterly summaries will be required, 
followed by a final end of year statement. 
It is likely that information in the quarterly 
summaries will be similar to those 
currently reported on an annual basis  
via the self assessment return. For 
example, an unincorporated business 
will need to report turnover and other 

income each quarter and categorise 
expenses to include:

• Wages, salaries and other staff costs

• Car, van and travel expenses

•  Advertising and business 
entertainment costs

•  Accountancy, legal and other 
professional costs

Property landlords will need to report 
rental income each quarter and 
categorise expenses to include: 

•  Loan interest and other financial costs

•  Legal, management and other 
professional fees

The reporting does not stop there.  
The taxpayer will also need to file a ‘final 
declaration’ of all other income received 
in the tax year, including employment 
income, pensions and savings income.

These submissions have to be made  
per individual trade or business, so a 
self-employed individual with a rental 
property portfolio has to submit quarterly 
returns for both the self-employment 
and rental business. Businesses with 
different accounting periods have 
separate filing dates across the year.

When do the new rules start to apply?

The original plan was that unincorporated 
businesses and landlords with a turnover 

in excess of the VAT threshold of £85,000 
for the 2017/18 tax year would be part  
of MTD from April 2018. Unincorporated 
businesses and landlords with turnover 
between £10,000 and the VAT threshold 
would join from April 2019, with 
corporates and partnerships with a 
turnover above £10m joining in 2020.  
It is anticipated that these staging dates 
will be now be delayed but this will not be 
known for certain until further information 
becomes available later this year.

Individuals and businesses should 
consider how they would deal with MTD 
and start making gradual changes now 
to ensure they are prepared to deal with 
new reporting requirements in the future.

For more information contact Louise 
Wickens on +44 (0)118 9590261 or 
lwickens@jamescowper.co.uk

James Cowper Kreston’s tax team are the proud 
recipients of the prestigious Tolley’s Taxation Awards 
2017 ‘Best International Tax Team of the Year’.

The Tolley’s Taxation Awards, hosted annually by Taxation 
Magazine, the authoritative voice for the UK’s tax profession, 
are recognised nationally as the mark of excellence within  
the sector.

Having been a finalist at the awards in 2016, the James 
Cowper Kreston team went one better this year, winning the 
award against strong opposition. The judges were particularly 
impressed with the expertise within the team and range  
of services they are able to offer to their international clients, 
the calibre of which is not usually available from a mid-tier firm. 
The investment made by the firm to recruit tax specialists with 
the language skills to be able to communicate with international 
clients in their home languages was also applauded.  

Commenting on the team’s success, Sharon Bedford, Head 
of Business Tax at James Cowper Kreston, said: “We were 
thrilled to be shortlisted, but now we’re delighted to have 
been recognised, against some of the best teams in the 
sector, to win such a distinguished award. It’s a wonderful 
achievement that reflects the investments we’ve made to 
provide first-rate services for all our clients.”

For more information contact Sharon Bedford on  
+44 (0)1865 861166 or sbedford@jamescowper.co.uk

JAMES COWPER 
KRESTON CROWNED  

‘BEST INTERNATIONAL 
TAX TEAM’

BREXIT IMPACT 
On import VAT  
and duty
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With land and property prices where 
they currently are, this restriction  
will impact a significant number  
of families who do not consider 
themselves ‘wealthy’, but who are 
caught primarily because of the  
value of their main residence.

Given the above limitations, it is 
important to identify what assets  
might go to make up the estate and 
consider whether lifetime IHT planning 
could save a significant tax liability  
for the next generation. 

It is also critical that the wording of  
wills creates an opportunity to benefit 
from the RNRB given the restriction  
on who can inherit property with the 
benefit of the new allowance.

Given the value of the new relief, 
currently up to £80,000 per couple, 
rising to a maximum of £140,000 for 
deaths after 5 April 2020, this is a very 
important relief, doubly so given that the 
nil rate band of £325,000 has been 
frozen until 2020.

As always, all tax and practical 
implications need to be considered, 
and clear professional advice is 
critical because as with all tax 
legislation there are traps for the 
poorly advised.

For more information  
contact Stephen Barratt  
on +44 (0)1635 35255 or  
sbarratt@jamescowper.co.uk

generation with a reduced or nil IHT 
liability. It relieves up to £100,000 of  
an individual’s estate from IHT if the 
deceased leaves either a property on 
their death which they have lived in, or 
value representing a previously owned 
property, but only where it is left to lineal 
descendants/certain types of trust.

The RNRB is to increase by £25,000 per 
year until April 2020, when the total relief 
available will be £175,000. As the RNRB 
is transferable between spouses and 
civil partners, when combined with the 
general NRB you arrive at the magic 
£1m figure that can be left without IHT 
but not until 2020. 

The catch!

Unfortunately for many, perhaps 
especially in the South East, there is a 
catch. The RNRB is tapered away if the 
net estate exceeds £2m, by £1 for every 
£2 that the net value (after deducting 
liabilities but NOT exemptions or reliefs 
such as business property relief) 
exceeds that amount.

6 April 2017 saw the introduction  
of the new residence nil rate band 
(RNRB) of £100,000 as a first step 
towards the much heralded £1m nil 
rate band for inheritance tax (IHT).  
Of course, the £1m figure is not 
reached until April 2020, and then it is 
only available to couples with ‘lineal 
descendants’, so it is somewhat short 
of what we were perhaps expecting 
when the idea of a £1m IHT threshold 
was first floated. 

For many families, it will be a welcome 
increase, but those without descendants 
will see their IHT allowance frozen at 
£325,000 until 2020.

In more detail, an individual has a nil rate 
band (NRB) protecting assets of up to 
£325,000 from IHT, £650,000 within a 
married couple or civil partnership, with 
any unused relief from the estate of the 
first to die being available to the 
survivor’s estate.

The new RNRB is designed to help 
families pass their ‘homes’ to the next 

CHANGES IN RULES PUT ESTATE 
PLANNING BACK ON THE AGENDA
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HMRC is devising ways of  
using technology to analyse  
data to risk assess whether  
individuals and businesses  
should be the subject of an enquiry. 

HMRC is also increasing the number  
of staff it uses to help reduce the tax 
gap. They are being deployed in a wide 
range of areas, with targets including 
high net worth individuals and a whole 
range of companies, from very small  
to large corporates.

A tax enquiry or check can generate 
significant costs in professional fees, 
even if HMRC finds that no additional 
tax is due – as well as selecting clients 
for enquiry by assessing risk, taxpayers 
can also be selected at random. 

A significant proportion of our clients are 
subscribing to our tax investigation 
insurance package to ensure that the  
cost of a robust defence is covered in 
the event that HMRC raise an enquiry.

The insurance is available for all 
businesses and individuals, where we 
deal with tax, VAT or payroll, and many 
of our clients are surprised at how small 
the cost is compared to the potential 
cost of an investigation.

Not so long ago HM Revenue & 
Customs’ (HMRC) priorities included 
improving customer service and 
ensuring that individuals and 
businesses were only asked to pay the 
right amount of tax at the right time.

However, we now live in a harsher reality. 
HMRC’s key objectives have changed, 
and include the target to “maximise 
revenues due”. Part of this involves the 
Making Tax Digital programme, which  
is the subject of another article in 
Perspective.

HMRC is looking to close the “tax gap”, 
the difference between the amount  
of money HMRC actually collects and 
the amount it believes is due. According 
to HMRC’s latest figures, the tax gap 
currently stands at £36bn, analysed  
as follows:

£’bn

Individuals 3.4

Criminal activity 4.8

Large businesses 9.5

SMEs 18.3

Total 36.0

For information contact our scheme administrator, Jo Grieve on  
+44 (0)1635 35255 or jgrieve@jamescowper.co.uk
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Capital Gains Tax (CGT) has been 
an area where governments of all 
persuasions have been active in 
developing and modifying – some 
would say, “Tinkering!” This includes 
the rates of CGT, and this article looks 
at the current two routes to achieving 
a 10% rate on disposal of company 
shares by individuals.

CGT Rates

From 6 April 2016, the two existing rates 
of 28% (for higher rate taxpayers and 
above) and 18% (for basic rate taxpayers 
and below) have been reduced to 20% 
and 10% respectively.  So, broadly, those 
individuals who are paying income tax at 
40% or above will now pay just 20% on 
their gains.  This is not quite a historic 
‘low’, as for the two tax years 2008/09 
and 2009/10 the rate dipped to 18%,  
but it does illustrate that governments  
do generally aim to ensure that while 
capital gains should not 
slip out of the tax net 
entirely, they should be 
regarded as deserving 
a lower rate than 
income.

Entrepreneurs’ Relief

Probably, the more familiar route to  
a CGT rate of 10% is Entrepreneurs’  
Relief (ER). In fact, this covers more  
assets than company shares (including 
disposals of various sorts of unincorporated 
businesses). For company shares, the 
conditions for the ER 10% rate are 
relatively straightforward:

•  The company must be the individual’s 
‘personal company’, which means  
they must hold at least 5% of its  
ordinary shares and at least 5%  
of shareholders’ votes

•  The company must be a ‘trading 
company’ or head of a ‘trading group’

•  The individual must be an employee  
or director of the company or a  
group company

And all of these conditions must be met  
in the 12 months before the disposal of 
the shares.

New ‘Investors’ Relief’

The more recent route to a 10%  
rate, and probably still less known, is 
Investors’ Relief. In a sense, this is a  
mirror image of Entrepreneurs’ Relief, 
where the taxpayer must be either an 
employee or a director in a trading 
company, whereas for Investors’ Relief  
the taxpayer must show that neither he 
nor a person connected with him has 
been an ‘officer or employee’ of the 
company. So the idea behind Investors’ 
Relief is for the shareholder to be a 
genuine ‘external’ investor. In fact, there  
is some relaxation to this, as the investor 
can become a director on an unpaid 
basis, and could become an employee, 
but only after 180 days from acquiring  
the shares, and only if this was not 
contemplated when they were acquired.  

The shares must be subscribed for by  
the shareholder in cash. For example,  
they cannot have been bought from  
an existing person.

The shares must not be listed on a 
primary stock exchange such as the 
London Stock Exchange, but can be 
listed on AIM (and it seems that the 
company may achieve a full listing  
after the shares have been issued). 
Investors’ Relief only applies for shares 
issued on or after 17 March 2016.

As noted for Entrepreneurs’ Relief,  
the required holding period for the  
10% rate is one year, whereas for 
Investors’ Relief it is three years.

Both Entrepreneurs’ Relief and  
Investors’ Relief come with their own  
limit per individual of £10 million of  
capital gains. So you can be both an 
Entrepreneur and an Investor, in different 
companies, but watch the conditions!

For more information contact  
Mike Shearan on +44 (0)1865 861166  
or mshearan@jamescowper.co.uk

CAPITAL GAINS TAX 
TWO SHOTS AT 10%

On 23 June 2016 the UK voted to leave the European Union 
and on 29 March 2017 Article 50 was finally triggered.  
As a result, the process to leave the EU is finally under way.

Regardless of your view regarding whether Brexit is a good or a 
bad thing, there will no doubt be a period of uncertainty whilst the 
negotiations run on. The jitters that will naturally occur will not be 
helped by the occasional grandstanding from one or other side 
and the focus that this has had from the rolling 24-hour news 
networks. But this is not the only thing that owner-managers in the 
Thames Valley and Southern England should be concerned about.

The world appears to be moving from a focus on the free 
movement of goods into a more protectionist environment. 
President Trump appears to appeal to a protectionist view which 
has a long history in the US, and has cancelled a number of trade 
agreements. The EU itself is significantly constrained in reaching 
trade agreements as a result of the narrow self-interest of 
individual member countries and regions that have the ability  
to block them. Russia and China are both willing to flex their 
economic muscles when the mood takes them. As a result 
companies that export should expect to find more red tape  
and barriers going forward.

Within the UK, the march of red tape and the burden of increased 
regulation goes on. For example, the General Data Protection 
Regulations due in 2018 bring in some welcome protections,  
but also some costly process and documentation burdens that 
potentially have a much more significant cost impact than I 
suspect most regulators imagine.

The pace of technological change moves ever faster and this 
affects our own industry too with the growth of cloud accounting 
and automatic data processing.

Finally, there is a significant increase in the volatility of the trading 
landscape after a period of low interest rates and inflation and 
relatively stable exchange rates.

In such a landscape it is all too easy to become despondent, 
concerned and minded to bunker down for calmer days. 

This ignores the opportunities that will inevitably arise in the  
new environment.

It also ignores the ability of owner-managed businesses to be  
fleet of foot, capture opportunities early and adapt their products 
and services and cost base to reflect the new reality.

But most of all, it ignores the unique position that we have in our 
geographic location. 

The 2009 crash had a real and lasting impact on much of the 
country, but barely affected most of us in the Thames Valley and 
Southern region.

At James Cowper Kreston, we have a wealth of experience  
in helping our clients deal with new opportunities in the UK  
and across the world via our global Kreston network. We can  
help you plan on how you can build flexibility, security and 
robustness into your business processes and we can stand  
by your side in challenging and difficult times.

We are realistic about the world ahead and the opportunities  
it gives us and our clients to flourish going forward, and will 
continue to brief, advise and support you as the future unfolds.

For more information  
contact Robert Holland  
on +44 (0)1635 35255 or  
rholland@jamescowper.co.uk
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Despite some initial trepidation 
following the Brexit vote in the summer 
of 2016, our Corporate Finance team 
has not seen a slowdown in activity.  
In fact, business has continued to  
grow from strength to strength since 
the EU referendum. Highlights over  
the post Brexit period include:

•   Advising Thames Valley based  
market research business Kynetec  
on the acquisition of the Agriculture  
and Animal Health division of Ipsos  
North America

•    Providing transaction services to  
Mobeus Equity Partners on its 
investment in software company 
Preservica

•   Providing lead advisory services to 
Thames Valley based pharma services 
business Curo Consulting Limited on 
their disposal to private equity backed 
Envision Pharma

•   Providing lead advisory services to  
high end blind manufacturer Oceanair 
Marine on their disposal to Swedish 
listed Dometic Group

•    Advising Sovereign Capital Partners  
and Dutch based regulatory affairs 
business Xendo on their acquisition  
of Swedish based Sofus

•   Advising South Coast based utilities 
provider Utilita Energy on their 
acquisition of bvocal.

Building on our success in 2015 and 2016, 
2017 continues to be an exceptionally 
busy year for the team on both the lead 
advisory and transaction services sides  
of our business.

A key change since Brexit has been 
increased interest in UK assets from 
further afield and with the benefit of our 
own knowledge and the Kreston 
International network, we are excellently 
placed to capitalise on this trend. We are 
currently looking at a range of acquisition 
targets for a client across four continents 
from Argentina to Australia.

We look forward to continuing to help  
our clients expand their operations and 
also to realise value from their life’s work 
during the remainder of 2017 and beyond. 

For more information on our range  
of corporate finance services contact 
Stuart Williams on +44 (0)118 9590261 
or swilliams@jamescowper.co.uk 

THAMES 
VALLEY AND 

SOLENT DEALS 
AWARDS  

2017
This year’s Thames Valley Deals 
Awards saw James Cowper 
Kreston’s Corporate Finance 
team shortlisted for the Corporate 
Finance Team of the Year award, 
whilst Stuart Williams was 
nominated for an award in the 
Young Adviser of the Year (under 
35 years old) category. Stewart 
Lambert was also shortlisted for 
the Solent Deals Awards’ Corporate 
Finance Adviser of the Year. 

Nick Rogers, Partner and Head of 
Corporate Finance, commented:

      I am absolutely delighted 
that we were chosen as finalists 
for both the Thames Valley  
and Solent  Deal Awards.  
It is a recognition of the firm’s 
total commitment to providing 
an excellent service for all  
our clients.

For more information contact  
Nick Rogers on +44 (0)118 9590261 
or nrogers@jamescowper.co.uk

B R E X I T !  
W HAT  BREX IT?
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Recently, my colleague Peter Whalley and I were  
appointed joint administrators over a chain of 13  
card shops. We marketed the business, sold eight sites 
preserving 54 jobs and created a return for creditors.  
This led me to ask, “Why, in recent years, have we  
seen so many high profile retail failures?”

The trend started in 2009 with the failure of Woolworths followed 
by Comet and JJB Sports in 2012. Blockbusters collapsed in 
2013 and last year saw the demise of BHS and Austin Reed,  
with Jaeger falling into administration in April this year.

What is behind the failure of these well-established retailers?  
Most of these companies were set up many years ago, and 
perhaps this is part of the problem. Customer shopping habits 
have changed rapidly alongside an exponential growth in online 
shopping and technologies such as mobile devices. Out-of-town 
shopping centres have also become increasingly popular.

Established businesses with long-standing infrastructures  
may struggle to react and adapt to changes because of  
heavy investment in bricks and mortar on the high street,  
or inflexible management and potentially, as in the case of  
BHS, significant pension liabilities which curtail their ability  
to raise finance and change. 

Data released by the Office for National Statistics (ONS) in  
2017 revealed that 20% of customer spend was online, so  
is not hard to see why businesses that have not invested 
appropriately in online commerce may struggle to compete.  

It is often the case that such companies fail to target a  
specific market, demographic or even refresh their brand,  
stores or product range. Basically, they have not met  
customer expectations.

So what does the future hold for the High Street? The ONS 
reported sales volumes for quarter one in 2017 were down 1.4% 
on the preceding quarter, possibly due to price increases across 
different sectors and it appears that shoppers are spending less 
because of rising food and petrol prices. I am also concerned 
about potential difficulties of attracting staff, especially post  
Brexit, owing to a rising minimum wage and staff costs.

These are all worrying signs given that consumer confidence has 
been supporting economic growth in the UK. However, some 
retailers are flourishing. Typically, they offer something different 
such as new product ranges, different customer experiences  
together with good online and mobile  
services. These retailers know their  
markets, their customers and do  
what they do well, and so they  
should continue to thrive.

For more information contact  
Sandra Mundy on  
+44 (0)2380 221222 or  
smundy@jamescowper.co.uk

TROUBLE ON THE HIGH STREET?
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Companies which have granted shares 
or options over shares to employees 
or directors under an HM Revenue & 
Customs (HMRC) approved scheme, 
otherwise known as employment 
related securities or ERS, are obliged 
to file annual returns in respect of their 
schemes every year.

As those of you already filing annual 
returns will know, returns for the 16/17 
fiscal period are due by 6 July 2017 and 
with up to 40 columns to complete per 
employee, this can be more than a little 
tricky to get right.

After a very shaky start to HMRC’s online 
implementation in 2015, we saw some 
significant improvements to their 
technology and guidance in 2016. We 
expect (or hope!) that any existing wrinkles 
will by now have been ironed out. However, 
as a result of this, we expect HMRC will  
be considerably less generous in accepting 
penalty appeals this year, so we 
recommend you file as early as possible. 

As a reminder, returns are compulsory  
for all active schemes even if you have 
nothing to report. 

Aside from ensuring you do not fall  
foul of the ERS penalty regime, it is 
essential that you keep accurate  
records of events. HMRC expects  
you to consider the market value  
(both actual and unrestricted) each  
time an employee is granted, exercises/
acquires or disposes of an option or 
share. Therefore, accurate record  
keeping is key to avoiding difficulties  
later on.

Despite reporting requirements,  
operating a share scheme can be a 
valuable and effective way of engaging 
employees and providing tax efficient 
incentives to your key personnel. If you  
do not currently have a share scheme in 
operation and would like to understand 
more about the benefits and qualifying 
requirements of implementing a scheme, 
please contact us.

If you would like our assistance in 
preparing your annual returns for  
16/17, or are unsure if your company  
may need to register a scheme for the 
period, please contact Emma Elliott  
on +44 (0)118 9590261 for advice. 

Latest statistics from HM Revenue & Customs (HMRC)  
show that Research and Development (R&D) relief continues  
to benefit ever increasing numbers of companies, with  
over 18,000 claims for R&D relief made in the 2014/2015  
year by SMEs (the latest year for which the data is available). 
This is an increase of 16% on the previous year.

This is great news for the relief, its policy objectives, and 
companies benefiting from the relief. Now is a good opportunity 
for us to remind you of the availability of the relief and that we have 
a team of R&D specialists who successfully make many claims for 
our clients (included in that 18,000 above!).

So do forgive us if there is an element of “stuck record”, but it really 
is worthwhile considering if your company innovates in any way 
and you have not yet made a claim: you should be talking to us. 

The relief is there for all types of R&D (as long as there is  
some scientific or technological advance made) in all types  
of companies.

Under the SME scheme, even £50,000 of qualifying expenditure 
(say approximately 1 FTE) could lead to a saving of up to £12,350 
in tax if profitable, or could be converted to a cash refund of up to 
£16,675 if loss making.

The R&D data contrast with that for Patent Box – a much newer 
tax incentive, introduced in 2013. Although this is potentially more 
restrictive than R&D relief (the company must own a UK or EU 
patent from which it derives a profit), it is clear that more companies 
should be claiming Patent Box relief than currently are.

To summarise, if your company owns a UK or EU patent and is  
(or is about to be) profitable, then Patent Box may reduce  the 
corporation tax rate down to 10% for those patent-derived profits. 
For the right company, this can lead to substantial tax savings.

We are successfully making claims on behalf of our  
clients, so again please get in contact if you have patents.

The two reliefs, R&D and Patent Box, are intended  
to complement each other. So we expect that some  
companies could really cut their tax bill with a combination  
of both R&D relief and patent box benefit.

TAKE UP OF R&D RELIEF  
AND PATENT BOX:  
MAKE SURE YOU ARE  
PART OF THE STATISTICS

If you would like to talk to us  
about the possibilities  for either  
R&D relief or Patent Box, then  
please contact Margaret Savory  
on +44 (0)1865 861166 or  
msavory@jamescowper.co.uk

Claims
Number 

of claims
%

Cost of 

support £m
%

Large claims 3,805 17% 1,330 57%

SME claims 18,630 83% 1,010 43%

Total 22,435 100% 2,340 100%

Source: Research & Development Tax Credits Statistics September 2016 

HMRC (provisional figures)

R&D reliefs take up 2014/2015

Source: Patent Box: Statistics on uptake of the Patent Box;  

September 2016 HMRC

Company size
Number 

of claims
%

Cost of 

support £m
%

Large 225 32% 327 95.4%

Medium 175 25% 12 3.4%

Small 170 24% 3 0.9%

Micro 120 17% 1 0.3%

Unknown/Roundings 10 2 0 0.0%

Total 700 100% 343 100%

Patent Box data by company size 2013/2014

Annual reporting obligations  
for company shares/options  
held by employees
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Capitalising on  
technology 
and innovation
Technology and innovation continue to be of critical 
importance for businesses in the UK, not just for 
technology and intellectual property companies but  
for all businesses which are using innovation and new 
technologies to find different ways of doing things, to 
become more efficient, or to gain a competitive edge.

It is clear that successive governments prioritised 
investment in innovation and technology as a core  
part of their industrial strategies, irrespective of political 
complexion. This led to tax incentives such as Patent  
Box, which provides lower rates of corporation tax to 
companies with patented technology, and Research and 
Development tax credits. It has also led to grant funding 
targeted at specific areas of innovation and recently, the 
establishment and funding of Catapult, spring-boarding 
innovation in key areas of technology.

Earlier this year, the government launched its Industrial 
Strategy document for consultation with technology and 
innovation as its focal point. Also, there was talk of 
investment in technological infrastructure such as 5G  
and faster and more efficient broadband as well as 
training and education. 

Looking forward, the government is signposting the  
next generation of technologies with the following  
key objectives:

• Enabling long term economic growth

•  Improving the delivery of public services

•  Understanding ways in which lives of the public  
can be enhanced

• Informing public policy

Commentators agree that future innovation will involve 
more convergence between sectors and disciplines with 
solutions to issues being found by combining two or more 
disciplines. For example, digital healthcare, robotic 
surgery or satellite technology being used in forestry and 
agriculture. At present, the key focus is on travel, space 
technology, regenerative organs, synthetic biology, energy 
and the digital world.

Across Southern England, we are seeing significant 
investment in technology and the infrastructure to assist  
its development. Investments include the new Science 
Park in Reading, the Bioescalator in Oxford and substantial 
capital expansion at Harwell.

There has also been substantial private investment in 
future technologies with the first quarter of 2017 seeing 
investment into technology companies up by 80% on 
investment activity in this sector in 2016.

In spite of current political uncertainties, it seems  
probable that government strategy for industry in the UK 
will continue to focus on technology and innovation, 
capitalising on the great strides that have  
been made in recent times.

For more information contact Sue  
Staunton on +44 (0)1865 861166 or  
sstaunton@jamescowper.co.uk
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If you have not auto enrolled  
eligible workers into a workplace 
pension scheme then you need to  
act now to make sure you are 
compliant come your staging date.

Business owners are being urged to  
get a move on or risk being issued  
with penalty notices for non-compliance. 
The Pensions Regulator (TPR) has  
started to levy fines on non-compliant 
employers so the threat is real.

The longer you wait to auto enrol 
employees the less choice you will  
have when it comes to finding the  
best pension scheme for your business. 
Choosing a suitable scheme can be  
tricky. Delaying could leave you  
grasping at straws, or even selecting  
the National Employment Savings  
Trust (NEST) scheme by default.

However, there is still time to review  
your current workplace pension scheme, 
even if you have already staged.  
We can recommend financial advisers  
to help you to find and set up a suitable 
pension scheme.

Husky Finance, for example, will use 
state-of-the-art technology to profile  
your business, match you to a short  
list of suitable pension schemes and 
organise your entire pension 
administration without you having  
to pay a premium. 

You may also consider Creative  
Auto Enrolment, which provides  
a cost effective way for you to be 
compliant. They will handle all your 
pension administration requirements  
and even complete the Pensions 
Regulators’ Declaration of Compliance  
on your behalf. 

Auto enrolment should be near the  
top of your things-to-do list. If you  
have not received notification from  
TPR about your staging date, go 
immediately to TPR’s website at  
www.thepensionsregulator.gov.uk  
for information, with your Employers 
Reference Number to hand.

As 2017 progresses into 2018, the  
busiest period of the whole Workplace 
Pensions project, hundreds of thousands 

of employers will be staging, so you cannot 
afford to leave your solution selection to the 
last minute. With many of the large pension 
providers closing their doors to smaller 
employers, you should aim to make your 
selection three months prior to your 
staging date. Our advice is for you to act 
now to make sure you are ready.

If you would like to talk about your auto 
enrolment options, or find out more  
about the services we offer, please contact 
Nick Butler on +44 (0)1635 553250  
or nick.butler@jcpayroll.co.uk

TIME TO GET  AUTO ENROLLING
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The levels at which a company  
requires an audit have risen several 
times over the last 20 years. Whilst 
there are various criteria to meet, the 
turnover threshold has increased from 
£350,000 in 2000 to over £10 million 
today. This means than more than  
90% of companies in the UK are 
exempt from having their financial 
statements audited.

Over the years, there have been many 
articles focusing on the pros and cons  
of a company having an audit of their 
financial statements, and for each 
company there are likely to be several  

of each. However, there has been little  
real research on what effect the increase 
has on a company’s bottom line.

Whenever the limit is increased the 
government will usually publish some 
figures saying that an average company 
will save a certain amount in audit fees. 
For example, a poll of small businesses 
published in January 2017 showed that 
businesses estimated an average saving 
of £4,500 from not having an audit.

The Institute of Chartered Accountants  
in England & Wales (ICAEW) Research 
Trust commissioned an independent  
academic study from Nottingham 
University Business School looking at  
the consequences of audit exemption  
and the results were published recently. 

Nottingham University Business School 
used data from Companies House filings 
to analyse 10,705 audit-exempt private 
company financial reports from 2006 to 
2014. The key findings were that:

•  The quality of financial reporting is lower 
for companies that do not have an audit 
when compared with those that do.

•  Companies which do not have an  
audit appear to pay more tax per  
pound of profits than those that do.

The findings in respect of financial 
reporting are probably not much of  
a surprise because where financial 
statements are audited a company is 
more likely to employ a professional 
accountant to assist in the financial 
statements preparation process.

However, it is probably more surprising 
that companies that do not have an audit 
appear to pay more tax. The researchers 
estimate that an unaudited firm could  
save more than £28,000 in tax if it had  
an audit – more than three times the 
sample’s average audit fee. 

As mentioned, for every company  
there are several pros and cons in 
deciding whether to have an audit. 
However, those involved in the decision 
making process need to look beyond  
the headline saving in fees.

For more information contact  
Alex Peal on +44 (0)118 9590261  
or apeal@jamescowper.co.uk

THE  BENEF ITS  OF 

AN AUDIT

Due to the snap general election and lack of time to fully consider the pre-election  
Finance Bill, the government announced it was dropping much of the draft legislation  
on changes affecting individuals who are not domiciled in the UK (“non-doms”). 

We will continue to monitor the situation and consult our clients to ensure they receive  
up-to-date advice given the current uncertainty. We will provide further information as it  
becomes available.

For more information contact Sarah Robert on +44 (0)118 9590261 or srobert@jamescowper.co.uk

Non-dom changes put on hold

INCORPORATION, DIVIDEND VERSUS  
SALARY - WHERE ARE WE NOW?
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An important and recurring question  
for the business owner is the choice  
of business vehicle to use. Commercial 
factors aside, this is often tax driven 
and can mean a choice between 
operating as a sole trader (partnership 
for a group of people) or through  
a limited company. 

For those already operating through  
a limited company, a further key question 
is whether to take profits as salary/bonus 
or by dividend. 

This article seeks to cover the key 
headlines on these two topics after  
the announcements in the 2017  
Spring Budget. 

Following Theresa May’s surprise 
announcement to call a general election, 
the proposed reduction in dividend tax 
allowance was shelved in the rush to  
pass a slimmed down Finance Act, 
therefore, we will assume the measure  
will be resurrected following the election.

Incorporation

For smaller businesses, it has generally 
been the case for many years that the  
tax burden on annual profits is lower 
through a limited company than as a 
self-employed sole trader. This has been 
true even after taking into account the 
additional compliance burden associated 
with running a limited company, for 
example, in preparing statutory accounts 
and company tax returns. 

However, in recent years budget  
changes have eroded this benefit and  
the Chancellor’s Spring Budget proposals 
to reduce the dividend tax allowance from 
£5,000 to just £2,000 from April 2018 will, 
if ultimately enacted, continue this trend.

For example, we calculate that at annual 
profits of £50,000 for the 2018/19 tax 
year, the tax benefit of incorporation 
(drawing profits at an optimum mixture  
of salary and dividend) can be around 
£2,000. In practice, this means that the 
additional company compliance burden  
is likely to negate the tax benefits of 
incorporation. 

One potential tax benefit of incorporation 
for larger businesses remains the ability  
to retain profits in the business (perhaps 
for reinvestment) with tax payable at  
low corporation tax rates, currently 19%, 
compared to the higher income tax rates 
of 40% or 45% charged on a sole trader’s 
full profits whether or not these are 
retained for use in the business.

Dividend versus salary

In the majority of cases, the most tax 
efficient option for the owner-managed 
company will be to take profits as dividend 
coupled with a modest salary around the 
National Insurance threshold. This too  
has been the case for many years, but 
again recent and proposed budget 
changes have eroded the tax benefit. 
Nevertheless, worthwhile savings remain  
in many cases.

There are, however, circumstances in 
which salary can be the more attractive 
route, perhaps for example, where an 
owner-manager is heavily involved in 
Research & Development (R&D) work  
and his or her salary would qualify for  
R&D tax credits. 

A variety of other factors will influence  
the choice of business vehicle. For 
example, setting up as a sole trader  
is comparatively easy and provides a 
greater degree of privacy than a limited 
company. However, a company can 
provide limitation of liability and certain  
tax reliefs, such as R&D tax credits,  
are only available to companies.

No two situations are the same and it 
remains important to take specific advice 
that is tailored to your circumstances. 

For more information contact  
Alex Nicholson on +44 (0)2380 221222 
or anicholson@jamescowper.co.uk
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Darren O’Connor, based in Reading, 
joined the firm in 2006 and acts for a  
wide portfolio of largely corporate clients, 
including owner-managed businesses  
and subsidiaries of overseas parent 
companies. He is also a part of the firm’s 
specialist Charities and Education team 
and is our Head of Academies, acting  
for a large number of such clients.

Stuart Williams, who operates across  
the Thames Valley and Solent regions, 
joined James Cowper Kreston in 2003 
and joined the firm’s Corporate Finance 
team in 2007. During this time, Stuart has 
built considerable experience in advising 
businesses on M&A activity, MBOs and 
financial modelling. Stuart was shortlisted 
as Corporate Finance Adviser of the Year 
(under 35 years old) at the 2017 Thames 
Valley Deal Awards.

James Pitt, based in Oxford, joined  
the firm in 2006 and works with a broad 
range of clients, which include corporate 
clients, start-ups, owner-managed 
businesses, publicly listed and international 
companies. James also provides specialist 
advice to technology and manufacturing 
industry clients.

Louise Hallsworth, based in Southampton, 
joins James Cowper Kreston from Clifford 
Fry & Co LLP. She qualified with KPMG 
and has extensive experience of working 
with growing SME businesses. She also 
acts for a number of charities and academies 
and will join the firm’s specialist Charites 
and Education team.

Commenting on the recent appointments, 
Robert Holland, Managing Partner of 
James Cowper Kreston, said: “I would  
like to congratulate Darren, Stuart and 
James on their well-deserved promotions 
and for their outstanding contributions  
to the firm’s growth over the years.  
Their appointments are testament to  
our succession planning and the firm’s 
strategy of recruiting from within where  
at all possible.

“I am also delighted to extend a warm 
welcome to Louise Hallsworth who  
brings a wealth of experience to James 
Cowper Kreston. These appointments  
are a continuation of our five-year growth 
plan to strengthen the firm’s capability to 
provide individual clients and businesses 
with the best accountancy and business 
advisory services in the Thames Valley  
and Southern England.”

For more information contact Darren 
O’Connor on +44 (0)118 9590261  
or doconnor@jamescowper.co.uk,  
Stuart Williams on +44 (0)118 9590261 
or swilliams@jamescowper.co.uk, 
James Pitt on +44 (0)1865 861166  
or jpitt@jamescowper.co.uk, or Louise 
Hallsworth on +44 (0)2380 221222  
or lhallsworth@jamescowper.co.uk

Four new partners have been appointed at James Cowper Kreston.  
The promotions of Darren O’Connor, Stuart Williams and James Pitt and the new  

appointment of Louise Hallsworth brings the total number of partners at the firm to 18.

Image: from left to right:  
Darren O’Connor, Stuart Williams, 
James Pitt and Louise Hallsworth

NEW PARTNERS 


