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In this edition...
Welcome to the 27th edition of Perspective magazine.

Robert Holland,  
Managing Partner,  
James Cowper Kreston

+44 (0)1635 35255 or  
rholland@jamescowper.co.uk

Companies applying IFRS will see  
some big changes over their next 
two accounting periods in respect  
of revenue and leases. Thankfully  
for those applying FRS102 in the  
UK the changes are not expected  
to impact until the mid 2020s. 

IFRS15, Revenue from contracts  
with customers, replaces a number  
of International Accounting Standards  
and applies to all accounting periods 
starting on or after 1 January 2018  
(early adoption is also permitted):

The new standard introduces a  
five step model when considering  
when and how much revenue a 
company should recognise:

The world is currently a tumultuous  
place, in fact I mentioned in my last piece 
that we are headed toward uncertainty.  
At the time of writing we are no closer  
to a solution and there is a high level of 
concern among Britain’s businesses over 
what is to come.

At James Cowper Kreston however we 
are confident in our future, not because 
we have an ability to see where we will  
be in the next five years; but because of 
the people we employ. Our teams across 
all of our offices strive to do the best they 
can for their clients and for the company 
as a whole. In this edition of Perspective 
we take a closer look into the lives of  
our staff, be it following a passion, such  
as Expat Manager Charlotte Firth’s 
marathon running, or using their skills  
as accountants to aid local schools as  
we find out in Katherine Wilkes’ article. 
Even I, with something of a passion for  
the arts, use my time away from the  
office to Chair the board of trustees  
for the Corn Exchange Theatre in 

Newbury, though you may not catch  
me on the actual stage any time soon.

Of course, we also celebrate the vast 
amount of knowledge held here at the  
firm by featuring articles on important 
topics such as the proposed cap on  
R&D tax credits and its potential effects  
on small businesses; the latest in  
Making Tax Digital and the income 
tax implications of Brexit. Our newest 
partner, Jonathan Ballie takes you  
through IFRS changes whilst Jack  
Wild discusses his recent secondment 
with a Kreston firm in Australia.  
You will also have your questions on  
VAT on client entertainment answered  
by Nigel Waterfield on page 14 which is  
a topic of interest for many of our clients.

As always I would like to thank  
the authors of these articles and  
our editor for their hard work and 
dedication to bringing you the latest  
in financial and accounting news.

I hope you enjoy this edition  
of Perspective.

Processing  
times for 
R&D tax 
credits
We are always working to make 
sure our clients have access to 
vital information; therefore the 
James Cowper Kreston website 
now features the most up to  
date processing times for R&D  
tax credit and RDEC claims.  
This information is provided to  
the firm directly from HMRC and  
is updated on a weekly basis. 

You can find the page here  
www.jamescowperkreston.co.uk/
hmrc-latest-rd-processing-times/

IFRS16, Leases, applies to 
accounting periods starting on  
or after 1 January 2019. Early 
adoption is permitted, so long  
as IFRS15 is also applied.

IFRS16 introduces a single lessee 
accounting model and requires  
a lessee to recognise assets and 
liabilities for all leases with a term  
of more than 12 months, other than 
those of low value. This change will 
see a significant number of leases 
brought onto the balance sheet as 
both assets and liabilities for the  
first time, including those for both 
buildings and cars. 

Both these new standards  
could have significant impacts  
on the financial statements of  
those applying IFRS or FRS101, 
both in respect of reported  
profits, assets and liabilities  
and distributable reserves.  
This could have a knock  
on effect on items such as  
employee bonus and commission 
plans and bank covenants. 

If you want to know more about  
the changes and the potential 
impact on your business and  
how to prepare for that change  
then please contact us.

Step 1
Identify the contract(s)  
with a customer.

Step 2
Identify the performance  
obligations in the contract. 

Step 3
Determine the 
transaction price.

Step 4
Allocate the transaction 
price to the performance 
obligations in the contract.

Step 5
Recognise revenue when 
(or as) the entity satisfies 
a performance obligation.

for companies 
applying IFRS 
and FRS101
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In June 2018 I accepted an incredible 
opportunity to travel to Australia for  
a six month secondment with a firm 
who were, at the time, a fellow 
member of the Kreston International 
network, Bentleys NSW Pty Ltd. 

During my time with Bentleys, who are 
based in Sydney, I was involved in a 
variety of assignments across a range of 
sectors in and around the city. A notable 
experience was auditing a farming client  
in rural New South Wales, a 6-hour drive 
from Sydney and a true embodiment  
of an Australian outback town! Working  
in a smaller audit team exposed me to  
a new approach to audit and allowed  
me to broaden my auditing and general 
accounting knowledge, including 
becoming familiar with Australian 
Accounting Standards. The daily ferry 
commute through Sydney harbour,  
past the Harbour Bridge and the  
Opera House was a surreal experience 

but a great way to unwind at the end  
of the day. Living a short walk from 
Manly beach I was able to get a feel  
for the laid-back beach lifestyle that 
Australia is famed for!

While in Australia my partner and I were 
able to experience many unforgettable 
experiences including diving at the Great 
Barrier Reef, catching a show at the 
Opera House, visiting the Steve Irwin 
Zoo, climbing the Sydney Harbour 
Bridge and watching a spectacular 
sunset over Uluru. Welcoming in the 
New Year Sydney-style was also truly 
spectacular and the famous firework 
display fully lived up to its reputation. 
Attending the Sydney Invictus Games 
was a humbling experience and I felt 
honoured and inspired watching  
and supporting all of the athletes.

I thoroughly enjoyed my time in  
Australia and feel I gained valuable 

experience in both a professional  
and personal capacity. I would fully 
recommend the experience to  
anyone seeking to combine working 
overseas with exploring a beautiful  
and exciting country. 

I would like to thank everyone  
at James Cowper Kreston who 
supported me in making this incredible 
opportunity possible and allowed me  
to have one of the best experiences  
of my life.

MONDAY
am: 4 miles easy

pm: 7 miles steady

TUESDAY 

am: 4 miles easy

 pm: 6 x 1.5 miles  
(90 sec recovery)

WEDNESDAY 

am: 4 miles easy

pm: 10 miles 
steady

THURSDAY

am: 4 miles easy

 pm: 2 x 6 x 800m  
(1 min recovery)

FRIDAY am: 5 miles steady

SATURDAY 12 miles tempo

SUNDAY
 18 miles with last  
4 miles faster

“A typical week will involve up to 13 runs, 
a total of up to 100 miles, including two 
interval sessions and a long run of up  
to 23 miles. Often there are tempo or 
progression runs, for example 14 miles 
at 7 min/m, then 4 miles at 6:20 min/m. 
It’s quite demanding so I’m always 
hungry and always eating! 

The race itself went mostly to plan and  
I ran an even pace of 6:00 to 6:15 per 
mile, until the 22-mile mark when I just 
started slipping off the pace a bit (6:25 
min/m) probably due to having missed 
my third energy gel to avoid getting a 
stitch! I also ended up with blood 
blisters on 6 out of 10 toes, which just 
goes to show you shouldn’t mix untried 
sock/shoe combinations on the day!

Balancing running and work can 
sometimes be tricky, but I often find 
common ground with clients and 
contacts because of the running.  
My next marathon will be Berlin in 
September, so I’m hoping to improve 
my time there.”

S E C O N D M E N T – J A C K  W I L D

TYPICAL TRAINING WEEK

When not advising clients on their  
overseas tax affairs, expat tax manager 
Charlotte Firth can be found pounding the 
streets, ploughing through mud or zipping 
round the track. Charlotte recently ran the 
2019 Greater Manchester Marathon, finishing 
6th in a PB of 2:44:20 and here she gives  
an insight into her training for the event:

A WEEK IN 
THE LIFE
of Charlotte Firth

The rules of

The rules for Gift Aid donations 
allow donors to receive benefits 
from the charities to which they 
have donated, subject to certain 
monetary limits.

These rules were cumbersome  
and so have been simplified  
with effect from 6 April 2019.  
The previous rules contained  
a mix of monetary amounts  
and percentages.

Since 6 April 2019, the value  
of benefits received must not 
exceed 25% of the amount of  
the gift if its value is £100 or  
less. Where the gift is greater  
than £100, the benefit can  
be up to £25 plus 5% of the 
amount in excess of £100,  
subject to a maximum benefit  
in any tax year of £2,500.

Gift aid is valuable to charities as  
it enables them to reclaim a quarter  
of the amount of the cash donation 
from HMRC where the gift is a  
valid Gift Aid donation. Where the 
benefit exceeds the threshold  
for donor benefits, it may still be 
possible to claim Gift Aid if the 
donor buys the benefit and then 
makes a separate donation under 
Gift Aid. This can be known as a 
“split payment” arrangement, and 
is subject to certain conditions.

As ever, charities are urged to  
seek advice, particularly before 
arranging events such as charity 
auctions in order to gain the 
maximum benefit from Gift Aid.

For more information  
please contact Ian Miles on  
imiles@jamescowper.co.uk  
or +44 (0)1491 848500.
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HMRC has announced record 
revenues in 2017/18 generating 
£605.8bn, an increase of 5.4%  
on the previous year.

A large proportion of this, £30.3bn,  
came not just from countering 
‘aggressive’ avoidance and evasion,  
but also from technical challenges  
by HMRC and taxpayer errors. 

But it is not just about these  
situations. Clients also incur costs  
in dealing with HMRC enquiries  
into non-contentious tax planning  
and uncontroversial entries on tax 
returns for which no tax adjustments 
are ultimately required.

Put simply, fees are payable  
whatever the enquiry and whether  
or not there is a tax adjustment.

Experience shows that enquiries  
are raised across the board.  
An individual does not have to be 
wealthy or be a particularly high  
earner, and businesses do not have  
to be large, whether in terms of 
turnover or employee numbers.  
We set out, to the right, some of the 
areas in which HMRC have been 
increasingly active recently.

INDIVIDUALS

•   Property taxes, fed by information  
from HMRC’s powerful Connect  
data collection software

• Tax residence and domicile positions 
•  Capital gains tax reliefs, such as main 

residence and entrepreneur’s reliefs

BUSINESSES

•  Cash based businesses, with focus 
centring on the transactions in cash

•  The level of payments made to directors 
and key employees  
and expenses of the business

• Research and development claims
• Income v capital expenses
• Capital allowances involving buildings
•  Cross-tax enquiries, i.e. checking  

the tax position across multiple taxes

Our tax investigations service offers 
businesses and individuals protection and 
peace of mind in the event of an HMRC 
enquiry whatever the reason by ensuring 
that you are fully represented without 
worrying about the cost of our specialist 
fees in dealing with HMRC.

If you would like more information  
please contact Jo Grieve at jgrieve@
jamescowper.co.uk or +44 (0) 1635 35255.

James Cowper Kreston has a long history of  
involvement with charities, and now works with over  
200 charities of varying sizes and types. We act for  
a good mix of local, regional and national charities, 
including those involved in grant-making, care and 
education, with a substantial number of academies  
and independent school clients.

The sector is very important to us, and is served by a  
specialist team who have both charity and commercial  
sector expertise, allowing us to advise charities from a wider 
perspective as they look to become increasingly efficient  
and maximise income generation. The partners who work  
with charities all act as charity trustees themselves and  
therefore know the issues charities face from their own  
personal experiences. We also offer our charity audit clients  
a free annual trustee training session, and are active on the 
corporate social responsibility front. The core services we  
provide include accounts, audit, independent examination  
and tax. Specialist services include:

The firm is well connected in the sector and our expertise is  
widely recognised. We score highly for charity expertise in the 
annual Charity Finance Magazine auditor survey. We are also 
actively involved with the Charity Commission, the ICAEW’s  
Charity Sector group and the ESFA Academy Auditor Forum.  
We work closely with other UK firms in the Kreston International 
network, and between us act for 2,000 charities, sharing our 
knowledge, expertise and experience to give a high quality  
and value for money service to our clients.

If you are not on our mailing lists for charity and academy  
updates, webinars and other useful information please let us  
know. We are also happy to speak with you about any charities 
you may be a trustee of where you think we might be able to help.

• VAT
•  Advice on risk 

management
• Gift Aid
•  Advice on trading 

subsidiaries

•  Outsourced  
management accounting

•  Assistance with charity mergers
•  Updating charities  

on key emerging issues  
for the sector

For more information  
contact Mike Farwell on  
mfarwell@jamescowper.co.uk  
or Tel: +44 (0)1635 35255.

through tax  
investigations insurancePEACE

OF MIND
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What happens next?

The cap is definitely going to  
come in on 1 April 2020, but the 
Government is also listening so is 
prepared to introduce mitigating 
features depending on the feedback 
from the consultation. We will aim  
to keep you informed as soon as 
specific guidance is issued.

If you think you could be affected  
by the cap or would like to discuss 
any aspect of R&D tax credits, then 
please contact Margaret Savory on 
msavory@jamescowper.co.uk or 
+44 (0)1865 861166. 

James Cowper Kreston’s R&D  
team help their clients receive  
several million pounds more in  
total of tax relief each year.

Passionate  
about education

James Cowper Kreston’s focus  
is not only on the development  
of our staff; but on contributing to 
the education sector. In addition  
to working with academy, school 
and college clients, a number of 
the James Cowper Kreston team 
volunteer as governors. 

This involves donating spare  
time during our evenings sitting  
on committees, preparing for 
meetings, or managing the day  
job diary to enable governor  
visits to experience the academy, 
school or college in action. 

But it’s not just one way. 

As governors we live and breathe  
a host of real life issues facing the 
sector right now and bring these 
back to the office to enrich our 
sector knowledge and help our 
own clients. Issues such as 
managing tight or deficit budgets, 
ensuring value for money, 
benchmarking, dealing with trading 
income, deciding whether to take 
the plunge to become an academy 
or whether to expand an existing 
academy. For me, it’s a hugely 
rewarding experience and I am 
thrilled to use my financial skills  
to give something back to my  
local community.

Katherine Wilkes is a Business 
Assurance Senior Manager  
and co-opted governor,  
Castle School, Newbury.

James Cowper Kreston’s film  
and media division have been  
busy working with production  
teams to help bring the latest 
blockbusters to the silver screen. 
We provide vital tax credit and  
VAT advice to international clients 
producing works in the UK; the  
team also offer other accounting 
services to ensure that these 
projects go smoothly from  
script to screen.

One of our most recent projects was  
on the murder mystery movie ‘Badla’  
in which a young woman is accused  
of the murder of her boyfriend and  
her lawyer must find out the truth,  
with some unseen consequences.

Of course this work is not only done 
on home soil. Our partners, Meera 
Rajah, who heads up the team and 
Alex Peal travelled to India to meet 
with clients and whilst abroad visited 
the set of another project. They were 
lucky enough to meet one of Indian 

cinema’s most famous actors,  
Salman Khan, who was starring in  
the feature along with his co-stars.

“Being on set allows us to gain  
a first-hand look at the films on  
which we are working,” said Meera. 

“It means we can speak to our  
clients face to face, allowing for  
better communication.”

“It’s always fascinating to visit  
the set of projects,” says Alex. 

“The amount of work that goes  
into making a production of this 
magnitude is astonishing and we are 
very proud to be a part of it. Working 
with international clients allows us to 
gain a better understanding of the 
country’s tax and VAT legislation which 
in turn helps us to provide a better 
service in the long run.”

For more information on the Film  
and Media team please contact  
us on +44 (0)1635 35255.

Lights, Camera, Accountants! Potentially, this is set to change with  
the (re-) introduction, from 1 April 2020 of  
a cap on the amount that will be refunded  
in any year. The cap (calculated as 3x a 
company’s total NIC and PAYE) will only 
affect loss-making companies who 
surrender their losses for a cash refund. 

HMRC has introduced this measure 
because of various fraudulent or abusive 
attempts to claim R&D tax credits.

Companies who may be affected

For companies where there are substantial 
UK employees with most R&D conducted  
in house, there will be probably no overall 
effect. Most likely to be affected are those 
with low headcount and who outsource  
the R&D such as:

•  Smaller family-owned businesses where 
the R&D element is subcontracted and 
the majority of payments to the owners 
are through dividends rather than salaries

•  University spin outs, who, in their early 
stages, often subcontract work back to 
the University

•  Early stage drug-development 
companies, who often subcontract 
clinical trials to hospitals or Contract 
Research Organisations (CROs).

Treasury took part in to the discussions. 
The lively debate proved to be a great 
opportunity to give direct feedback to 
Government policy makers. We also  
sent in a formal response, capturing  
the feedback from the discussions.

Government Consultation Document

Aware of how important R&D credits can  
be to these innovative businesses, HMRC 
recently undertook a consultation, inviting 
comments on how to minimise the impact 
of the cap on genuine businesses. The 
consultation, which closed on 24th May 
2019, included the following suggestions:

•  Bringing in a threshold below  
which the cap does not apply, so  
the smallest claims are unaffected 

•  In a group situation allowing the  
group’s PAYE/NIC liability to be counted 
(thereby increasing the size of the cap)

•  Allowing qualifying amounts in excess  
of the cap to be carried forward for  
use in a subsequent period when  
the situation reverses.

How James Cowper Kreston 
participated in the consultation

We identified clients who could potentially 
be affected by the cap and invited  
them to provide comments to us at a 
working lunch held in our Oxford offices. 
Representatives from HMRC and HM 

The cash given out by HMRC 
through R&D tax credits has 
been an invaluable lifeline for 
many technological start-ups 
over the last few years. 
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MINI ONE STOP SHOP (MOSS)

Currently businesses that sell digital 
services to private consumers online in 
the EU submit quarterly MOSS returns to 
HMRC and charge VAT at the rate in the 
consumers country. VAT is declared and 
paid to HMRC, who distribute the monies 
to each tax authority. After a no-deal 
Brexit, businesses must register for 
MOSS in another EU member state 
unless they only sell to UK consumers.

B2B SERVICES

The VAT treatment of b2b sales of 
services to other EU member states will 
remain unchanged after a no-deal Brexit. 
The place of supply of most b2b services 
is where the customer belongs, outside 
the scope of UK VAT. The customer treats 
the purchase under the Reverse Charge 
procedure. The UK seller declares in box  
6 (net sales) of the UK VAT return and  
on a quarterly European Sales List (ESL) 
submitted to HMRC, but this form will 
cease following a no-deal Brexit. The two 
current requirements that the sales invoice 
must quote the customers VAT number 
and mention “Reverse Charge” will cease.

Other services with a special place of 
supply rule such as land related, admission 
to live events, catering, transport and 
hotels will remain where they are 
performed; if delivered by a UK  
business they may continue to  
create a requirement for a local  
VAT registration where performed.

B2B PURCHASE OF SERVICES

No change, the UK business  
will have to account for Reverse  
Charge on the purchase of most  
services (the same exceptions  
described above apply) from overseas 
suppliers on their VAT return. 

It’s fairly well recognised that 
businesses which positively involve 
their employees in their strategy  
for growth, and then reward them  
for that involvement, tend to have 
better outcomes than others.

For a company, as opposed to other 
business models, shares are the basic 
method of ownership of the business,  
but also are the format in which financial 
reward flows back to those owners, both  
in the form of dividends and ultimately  
in the event that the company is sold.  
Many companies and their owners  
have an eye on that ultimate sale, and  
so if key employees (or potentially even  
a wider group) can take part in that  
reward on the sale of shares they will  
have a direct interest in contributing  
to the company’s growth.

There are a wide variety of ways in  
which directors and employees can  
be incentivised through some form  
of interest in the company’s shares.

Two key factors are the design of any 
such share scheme, i.e. how to make  
sure it focuses your people on the 
shared objective of maximising the 
company’s growth; and the financial  
and tax aspects. Taking part shouldn’t 
be too expensive to enter into, and 
should ideally give an advantageous  
tax outcome in the same way that 
typically business owners enjoy.

The most flexible route is through share 
options (which give the right to acquire 
shares at some future date, with actual 
ownership coming in just prior to a 
company sale).

If the share option plan can be 
designed to fit into one of HMRC’s 
“approved” schemes then the tax 
system gives very attractive tax 
advantages, the most flexible and 
popular being Enterprise Management 
Incentive (EMI) share options, which 
can result in a tax charge of just  
10% on substantial share sales  
after two years.

impact of Brexit  
for services VAT

Sharing 
   the value

Where approved share options  
aren’t possible, then employees and 
directors can be made shareholders  
well before any company sale and  
this can also be very tax efficient and 
flexible in the right circumstances.

Increasingly some companies are  
being transferred into the control  
of their employees using Employee 
Ownership Trusts, a specific  
government policy to encourage 
employee ownership of businesses  
– akin to the John Lewis model.  
It is not right for everyone, but there  
are significant tax incentives for 
shareholders wanting to pass their 
companies to employees. 

As in many areas, detailed attention to 
both design and tax aspects is key, but 
the results are often well worth the effort.

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

*This information was correct at the time of writing

EU REFUND SCHEME

UK businesses currently recover  
EU VAT on certain costs incurred in 
other EU member states via an online 
“union” claim to HMRC. After a no-deal 
Brexit, the UK business will submit  
a “non-union” refund claim, by post,  
in the language of the host country, 
direct to the local tax authority. 

TOUR OPERATORS MARGIN SCHEME

TOMS is a simplification VAT scheme  
for businesses that make certain travel 
services to consumers, which avoids 
registration in the member state where 
the supplies take place. It covers 
traditional holiday operators but also 
other businesses such as conference 
organisers. After a no-deal Brexit, the 
VAT liability of supplies enjoyed in the EU 
will change from standard to zero rated*. 

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

Insolvency 
appointments

We are pleased to announce  
that Tom Russell, a director in  
the Business Restructuring and 
Insolvency team is now authorised 
by the ICAEW to take appointments 
as an office holder in insolvency  
act proceedings.

If you would like to discuss  
any aspect of business 
restructuring, including solvent 
liquidations, please call us on  
+44 (0)2380 221222.
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This may be because the contribution  
rates started low but also the original  
‘fag packet’ projections proved to be  
wrong when you consider what forms 
Pensionable Pay i.e. the amount of pay  
that pensions ‘need’ to be based on. 

This level is referred to as Qualifying 
Earnings which are earnings between  
the National Insurance ‘Lower Earnings 
level’ (£6,136) and ‘Upper Earnings  
Level’ (50,000), so £43,864 this tax year. 
Effectively anyone earning above £50,000 
per annum has their contributions capped 
at the £50,000 level. Levels at the other  
end of the scale make a similar impact 
when you consider someone who earns 
£15,000 will only contribute on £8,864.

NO MORE PLANNED       
   WORKPLACE PENSION

INCREASES?

We are now at what is called the  
‘steady state’ where employees and 
employers are contributing the originally 
planned 8% total contributions. 

Returning to the question, I suspect  
that the minimum contribution rates  
will increase many times, although  
none are planned for now. Perhaps  
a more important question might be,  
will they remove the employees right  
to ‘opt out’? To this I believe the answer 
is yes, let’s see what the coming few 
years bring!

For more information please contact 
Nick Butler on nbutler@jcpayroll.co.uk 
or +44 (0)1635 35255.

Making Tax Digital (MTD) for VAT 
came into effect on 1 April 2019  
and is mandatory for all VAT 
registered businesses with taxable 
turnover that exceeds £85,000.

The exception to this is a small  
minority of VAT registered businesses  
with more complex requirements, such  
as VAT groups. HMRC has delayed 
mandation for these businesses by  
six months to 1 October 2019. 

All businesses who fall into one of the 
small minority categories should have 
received a letter from HMRC confirming 
their MTD implementation date has been 
deferred to 1 October 2019.

HMRC have confirmed that all deferral 
letters have been sent out now and, 
importantly, businesses must have 

Update
received a deferral letter otherwise HMRC 
will be expecting that business to begin 
MTD compatible filing from 1 April. 

If you fall into one of the  
deferred categories above and  
have not received a letter, we 
recommend you contact HMRC  
as soon as possible. 

All businesses who need to comply  
with MTD must ‘sign up’ before they  
can submit VAT returns via their 
compatible software. You can sign  
up for MTD via the gov.uk website.

Please note that businesses need  
to ensure they have a solution for  
MTD in place before they sign up,  
as all submissions after they have  
signed up have to be submitted  
via their compatible software.

April saw the final incremental 
increase in employee and employer 
pension contributions under 
Workplace Pension, pension reform 
legislation. Is that the end or will 
there be further increases?

When Workplace Pensions, or Auto 
Enrolment as it is commonly known,  
was introduced in October 2012 many 
employers thought that the additional  
costs would cause them financial 
hardship. In reality employers have  
not seen the widespread concern of 
spiralling costs materialise.

We have experienced a number  
of issues to date, mainly around  
signing up for MTD and obligations not 
pulling through to the MTD compatible 
software, but despite this we have been 
successful in submitting all of our clients 
VAT returns for those who are already 
signed up for MTD to date. 

If you have any queries or have been 
experiencing any issues with regard  
to MTD then please contact Toby Thorne 
on tthorne@jamescowper.co.uk  
or +44 (0)1635 35255.

If your company is making cross border 
payments of interest or royalties, your 
business could be required to withhold 
income tax on payments at the basic  
rate (currently 20%) and remit to HMRC 
quarterly. This also includes situations 
where payments are being made to 
companies within your group with 
potentially large interest and penalty 
charges for non-compliance.

For cross border payments made outside  
of the EU, any reliefs available between the 
UK and overseas territories are determined 
under the provisions of the relevant double 
tax treaty and even where full relief from 
withholding is available, disclosures or 

clearance applications may be required. 
Historically, payments between qualifying  
EU territories have been subject to less 
rigorous compliance requirements but,  
even for companies who are compliant  
with current rules, Brexit might bite. 

HMRC have released guidance stating  
that following the UK’s exit from the EU, 
directives that currently apply to either 
remove the need to withhold or to at least 
reduce the compliance burden in some 
cases, may cease to apply. Reliance will 
instead be placed on reliefs available under 
double tax treaties (as is already the case for 
payments outside of the EU). This may mean 
that some companies may need to reapply 
for clearance to make payments gross or 
may even need to now withhold tax, albeit 
some or all of the withholding tax suffered 
may be recoverable by the recipient.

It’s not all bad news though –  
we can help. We are experienced  
in helping companies manage  
their withholding tax obligations 
both in advance of any agreements  
being entered into and in assisting  
in making disclosures to HMRC  
where requirements have been  
previously overlooked.

Please note, there are other 
circumstances where withholding 
obligations may arise that are not  
covered here, for example interest or 
royalty payments to UK individuals. 

If you are making payments of interest  
or royalties that you think may be 
affected, please contact Emma Elliott  
at eelliott@jamescowper.co.uk or  
+44 (0)1189 590261 for advice.

Interest 
overseas
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recovery on client 
entertainment

James Cowper Kreston are pleased 
to announce the appointment  
of a new partner, Jonathan  
Baillie along with the  
appointments of Simon White  
and Jennie Cartwright.VAT

Robert Holland 
appointed  
to Chair of 
Kreston’s  
Quality Group.

We are pleased to announce that 
Robert Holland, Managing Partner 
at James Cowper Kreston was 
recently appointed to a new role  
in the Kreston Network. Alongside 
his work with the firm Robert is 
now Chair of the Quality Group 
which provides oversight to the 
quality review process for the 
entirety of the Kreston network. 

  “I was very pleased to  
have been appointed to  
this role,” said Robert,  
“We have been part of  
the Kreston international 
network for many years  
and being involved in its 
management processes is a 
fantastic opportunity. I look 
forward to working with rest  
of the committee to ensure  
the quality review processes  
are robust and provide the 
Kreston group with a firm 
foundation on which to 
continue its work.”

VAT recovery on client 
entertainment, referred to  
by HMRC as “business 
entertainment” is blocked. 

Entertainment includes any type of 
hospitality freely given including meals, 
drinks, accommodation and event 
admission. VAT is blocked on hospitality 
given to any non-employee including:

•  Employees of subsidiary companies,  
or the parent company;

• Suppliers, actual or potential;
• Customers, actual or potential;
• Job applicants;
• Ex-employees;
• Shareholders (who are not employees).

There are a number of exceptions,  
where VAT recovery on “entertainment”  
is possible.

When the hospitality is part of  
a contractual relationship, for 
example, two VAT Tribunals ruled 
that food and drink provided 
freely by the home sports club to 
the visiting away team, and that 
given by a television company  
to the public who watch the  
live filming, is recoverable.

A business meeting attended  
by customers or suppliers, at  
the claimants premises, where 
modest refreshments, such as 
sandwiches and soft drinks, are 
provided during the course of 
the meeting.

IT TAKES ALL SORTS…
I knew I would be dealing with some interesting clients from  
the day I joined James Cowper Kreston. The first query which 
landed on my desk involved a racehorse which had been very 
successful in the US – but US tax had been withheld on the 
winnings. What was the owner supposed to do about the tax? 
That was the first (and last) time I acted for a horse as my client.

Since then I have dealt with  
other equestrian conundrums  
via a showjumper, a member  
of the Pony Club emigrating to 
France and an overseas racing 
organisation coming to the UK 
each year for the racing season 
together with their entourage  
of trainers, riders, grooms and 
stable hands. 

Some foreign clients at the top of 
their game come to the UK and 
require our international expertise 
including rugby players and 
footballers whereas Scotland’s 
golf courses attract overseas 
golfers who are keen to settle in 
the UK once they have retired and 
follow their passion. We have 
worked with HMRC’s Foreign 
Entertainers Unit with clients 
coming to work in the UK. Foreign 
singers and radio/TV presenters 
have made the UK their home. 

London is the place to be for 
some artists to find their 
inspiration when working  
on sculptures; some specialise  
in interior design for companies 
engaged in refurbishing luxurious 
hotels all over the world; others 
follow their passion of interior  
design through their own  
UK limited companies. 

No matter the situation our award 
winning expat team have the skills 
to help clients of all shapes and 
sizes. Our multilingual staff have 
many years of experience and 
focus on providing a bespoke 
service providing essential advice,  
even if you happen to be a horse.

For more information on  
how our Expat team can help 
please contact Sarah Robert on 
srobert@jamescowper.co.uk  
or on +44 (0)118 9590261.

JENNIE CARTWRIGHT

With a background in the financial sector, Jennie joins  
the firm as our Business Development Manager in our 
Southampton office having previously worked for Lloyds 
Bank, bringing with her a wealth of banking expertise. 
Not only this, she is a keen clay pigeon shooter, 
competing both nationally and internationally and is 
currently one of the top ten female shooters in the UK. 

jcartwright@jamescowper.co.uk

JONATHAN BAILLIE

Jon joined James Cowper Kreston in 2007 as a graduate 
trainee, working as part of the audit and assurance team 
based in the Newbury office. Jon works mainly with 
owner managed and private equity backed businesses  
in a wide range of industries with a large proportion  
of those in the IT and manufacturing sectors.  
He also works with a large number of international  
businesses with a particular focus  
on groups of companies.

jbaillie@jamescowper.co.uk

SIMON WHITE

Simon joins the Corporate Finance team from  
Altitude Partners, a Private Equity Firm he founded in 
Southampton. Prior to Altitude Partners, Simon was  
the Corporate Finance Partner at BDO for the Southern 
region. He has a deep knowledge of the private equity 
market and has transacted more than £1 billion of 
value. Simon’s extensive experience as both an investor 
and CF adviser perfectly augments the  
existing James Cowper Kreston team. 

swhite@jamescowper.co.uk
Where the recipient is an 
employee of the business,  
often referred to as staff  
welfare or staff benefit.  
The definition of employees 
includes helpers and stewards  
at sporting or other events, 
temporary and casual staff  
and self-employed persons,  
who have a similar status to 
PAYE employees.

Where the hospitality is onward 
charged to a third party.

If an event, such as a corporate golf day,  
is attended partly by employees and 
partly by non-employees and the 
employees act as hosts, none of the  
VAT on costs is recoverable, even for  
the employees. If the employees do  
not act as hosts at the event, such as  
a Christmas party where employees 
partners attend, a reasonable 
apportionment of the VAT costs  
is required, between employees 
(recoverable) and non-employees 
(irrecoverable). For more  
information please  
contact Nigel  
Waterfield on  
nwaterfield@james 
cowper.co.uk or  
+44 (0)1635 35255.
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WHY CHINA REMAINS  
A SMART BUSINESS 
OPPORTUNITY

Corporate Social 
Responsibility Update

Following the sudden and sad loss of  
our friend and colleague, Adrian Rann in 
December 2017, the staff and partners have 
industriously been raising both awareness of 
Myeloma and money to help families living 
with the effects of this blood cancer. There  
is currently no cure for this disease but it often 
is effectively controlled with treatment. 

We are pleased to report that during the last  
12 months we have been able to contribute 
£23,840 to the good works of Myeloma UK 
(£17,282) and Southampton General Hospital 
(£6,558). In addition many people will have  
seen our orange knitted Myeloma buddies 
spreading the awareness message throughout  
our community. 

This year we have decided to support two 
charities being Dog A.I.D. and The Stroke 
Association in memory of our colleague Sue 
Thomas. Dog A.I.D. (Assistance in Disability) 
helps people with physical disabilities, 
improving their quality of life by helping  
them to train their own pet dogs to provide 
assistance with day-to-day tasks and in some 
circumstances provide life-saving interventions. 
This was a charity close to Sue’s heart. 

The Stroke Association seeks to support 
people to rebuild their lives after stroke. The 
charity provides specialist support, funds 
critical research and campaigns to make sure 
that people affected by a stroke get the very  
best care and support to rebuild their lives. 

One of our key ambitions for this year will  
be to educate our network of staff, clients, 
contacts and friends about the symptoms  
of a stroke and the risk factors. A stroke  
strikes every five minutes in the UK. It can 
happen to anyone, of any age, at any time.  
It is vital to know how to spot the warning 
signs and act FAST. 

Face, Arms, Speech and Time

Details can be found on the charity’s 
website stroke.org.uk/what-is-stroke/
what-are-the-symptoms-of-stroke 

These are complicated times, and 
relations between the UK and China 
are no exception. But amidst all the 
uncertainities, there are compelling 
opportunities in the Chinese market.

In fact, prospects look better  
than ever.

Trade between the UK and China 
continues to rise. In 2018 there  
was an increase of 2.3% over  
the previous year to GBP 68.5bn. 

On the domestic front, China is 
strengthening intellectual property 
laws. Trademark squatting has  
been an issue faced by foreign 
companies for some time - a 
revision to its trademark law will  
see better protections introduced.

Talks are meanwhile continuing over 
China’s trillion-dollar Belt and Road 
Initiative, of which the UK is a natural 
partner, and in growing industries  
like fintech. The 10th Economic and 
Financial Dialogue between the UK  
and China was held in London, for 
example, to deepen cooperation on 
financial services. 

SMEs, who are reportedly finding  
China more attractive, are also 
seeing a degree of success. There 
are stories from every county.  
In 2018 Norwich-based Gnaw 

Chocolate launched its products 
in China, among other markets, and 
Derby-based Artisan Biscuits makes  
a portion of its sales in China. 

China’s a steep learning curve

Yet, as ongoing issues demonstrate, 
China is not without its challenges. 
Misunderstandings can and do 
occur, and brands on occasion  
get it wrong.

China has many differences  
to the UK, and it pays to do your 
homework. Understanding its 
cultural nuances is critical, as is 
being out there in person to build 
relationships through face-to-face 
meetings. But a week there and 
back won’t cut it - we suggest 
getting out there at least three times 
before viable relationships are 
established. But for those who are  
patient, committed and flexible, the 
rewards are there: the saying goes  
as “everything could be difficult, but 
anything is possible in China.” 

James Cowper Kreston are  
currently working with businesses  
in China setting up in the UK  
and UK companies wanting to  
work in China. For more information 
please contact Alex Peal on  
apeal@jamescowper.co.uk  
or on +44 (0)118 9590261.

More potential hurdles  
for business finance

each class of creditor would  
receive from a £300,000 ‘pot’  
of assets in an insolvency estate.  
In both cases the employees would 
receive payment in full, however if the 
proposed changes are enacted there  
is a significant impact for the floating 
charge and other unsecured creditors  
with them seeing respectively a substantial 
reduction in return or no return at all.

If these changes are introduced there 
would be significant implications for both 
lenders and borrowers– particularly for 
businesses with large VAT or payroll 
liabilities. Lenders may be less willing  
to lend, charge higher interest rates  
and may more often require personal 
guarantees of a greater value.

The changes could also affect  
existing securities and lenders may  
seek to reduce their exposure by,  
for example, reducing the percentage  
of a debtor ledger or inventory they  
are willing to finance. On formal insolvency, 
lenders may be forced to call on existing 
personal guarantees more often in order to 
make up the shortfall. A further potential 
consequence is that reference agencies 
may downgrade individual company’s 

Current Proposed

£000 £000

Assets available 300 300

Preferential creditor (Employees) (50) (50)

Proposed preferential creditor (HMRC) - (100)

Funds available for secured creditors 250 150

Floating charge creditor (200) (200)

Funds available for unsecured creditors 50 (50)

Suppliers (200) (200)

HMRC (100) -

Total shortfall to creditors (250) (250)

ratings leading to reductions in credit  
and sudden liquidity problems. 

Countries such as Germany and Australia 
have moved away from tax authorities 
having preferential status and there is  
a danger that by reintroducing this in the 
UK it will have an impact on the UK’s 
enterprise culture and could make the  
UK a less attractive place for lenders. 

Arguably, HMRC, because of its unique 
ability to be able to collect information from 
companies such as via RTI could spot 
problem companies early and use its not 
inconsiderable powers to recover taxes 
thereby minimising exposure to insolvent 
companies thus rending the need for 
secondary preferential status redundant. 

The consultation on these changes  
closed at the end of May and we await the 
government response but if the changes  
are introduced the landscape for businesses 
seeking secured loans and finance will 
undoubtedly be more challenging.

For more information please contact Tom 
Russell on trussell@jamescowper.co.uk  
or on +44 (0)2380 221222.

In the UK there is a strong  
enterprise culture and businesses  
of all sizes and sectors rely on 
secured borrowing to grow and 
expand. There are a variety of 
providers including the banks, 
specialist asset finance providers  
and, increasingly, crowd funding  
and online only providers. 

All lenders will have criteria for assessing  
the risk associated with a loan and will 
examine whether it is appropriate to take a 
fixed and floating charge over a company’s 
assets, and potentially a personal guarantee 
from its directors. The value the lender 
attributes to its security is primarily based 
on what proportion of their lending they 
might recover in the event of an insolvency.

There is a hierarchy of payment of different 
classes of creditor in formal insolvencies. 
Since 2003 HMRC have ranked alongside 
all other unsecured creditors such as trade 
and expense but behind preferential 
creditors (principally employees) and 
secured creditors. The government are, 
however, proposing changes to take effect 
in April 2020 which would see HMRC rank 
as a secondary preferential creditor. 

The table below illustrates the effect of the 
proposed change by showing how much 
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»  No upfront Inheritance Tax (IHT) charges  
on funding the FIC and giving family  
members shares.

»  Preservation of wealth for future generations 
with IHT protection for growth in the value of  
the investments held by the FIC. In addition, 
there is some protection from the impacts 
of a family divorce.

»  Tax efficient accumulation of profits / 
investment income. Most dividend income  
is received tax free by a FIC with other  
income, including capital gains, taxed at low 
Corporation Tax rates of 19% (17% from April 
2020). In contrast the top rate of Income Tax on 
dividends for an individual is currently 38.1%.

»  Any shareholder can be a director, but in most 
cases (at least initially) the directors are the 
individuals who provide the FIC’s working 
capital and who thereby retain total control 
over investment decisions.

»  Flexible access to income for 
the individuals who provide the working 
capital and manage the FIC. Working 
capital may be provided by way  
of a loan which is repaid over time.

»  Ability to pay dividends for the  
benefit of family shareholders. 

A FIC should be viewed as a long term 
investment vehicle the suitability of which  
will depend upon specific family objectives 
and the level of capital available. 

In the right circumstances FICs are a valuable 
tool to help with estate planning and wealth 
protection but as with any tax planning there 
are a number of pros and cons to consider 
and specialist advice is required.

For more information on FICs please  
contact Alex Nicholson on anicholson@
jamescowper.co.uk or +44 (0)2380 221222.  

A Family Investment Company (FIC) is usually  
a UK-resident private limited company used to 
hold investments and whose shareholders are 
family members of different generations. A FIC 
offers a number of tax benefits and is often 
seen as an alternative to a discretionary trust.

FAMILY INVESTMENT 
COMPANIES – WHAT  
ARE THE BENEFITS?

The benefits of a FIC are:

PRIVATE EQUITY

ASSIGNMENTS

KRESTON 
INTERNATIONAL NETWORKTEAM WORK

LEAD ADVISORY

TRANSACTION SUPPORT

TRANSACTIONS
Our clients include:See for yourself

Our clients include:Working with:

16
Deals

£250
Plus Million

Education Wealth 
management

SECTORS
Our deals span many sectors, including:Involving the following countries:

All delivered with 
a team of 7

Technology Biotech

Healthcare Transportation  

Corporate Finance: 
A successful past 12 months

Travel Distribution 
Logistics 

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

25,000

125 200
countries firms

dedicated  
professionals 
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Darren is on one of our Audit and 
Assurance partners and has been  
with the firm for a number of years. 
After joining James Cowper Kreston 
in 2006 Darren proceeded to gain his 
qualifications and grow within the 
company; he was appointed to the  
role of partner in 2017.

Though he mainly works with owner 
managed businesses and subsidiary 
companies of overseas parents,  
Darren also specialises in Charities  
and Education Clients and VCTs.  
In this latest edition of Perspective  
we sat down with Darren to get to  
know more about him.

When did you qualify?

2009, three years after I first joined  
the firm. 

What do you enjoy most about  
your job?

My role is incredibly rewarding, I meet  
with the decision makers of a company 
and together work out how to help  
them grow. It’s fantastic to work with  
such aspirational businesses, guiding 
them through the ups and downs of 
developing their company to help their 
business succeed.

What do you like to do outside of work?

I enjoy watching and playing sports and 
also socialising with friends and family.

If you could have two celebrities to 
dinner who would they be and why?

Ferguson: like him or loathe him you 
have to respect him for having the  
desire to continue to succeed time  
and time again.

Jimmy Carr: aside from his dealings  
with the tax authorities he is a very  
funny man. He would lighten the  
mood and it is always good to  
have a laugh!

For more information contact  
Darren O’Connor on  
doconnor@jamescowper.co.uk  
or +44 (0)118 9590261.  

A PARTNER: IN PERSPECTIVE 

DARREN O’CONNOR

Registered to carry on audit work in the UK & Ireland and regulated for a range of investment business activities by the Institute of Chartered Accountants in England and Wales. 
The information in the newsletter must not be relied on as giving sufficient advice in any specific case.
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Reading

Reading Bridge House, George Street, Reading, RG1 8LS 
Tel: +44 (0)118 9590261

 
Southampton

The White Building, 1-4 Cumberland Place, Southampton, SO15 2NP 
Tel: +44 (0)2380 221222

Newbury

Mill House, Overbridge Square, Hambridge Lane, 
Newbury, RG14 5UX 
Tel: +44 (0)1635 35255

Oxford

2 Chawley Park, Cumnor Hill, Oxford, OX2 9GG 
Tel: +44 (0)1865 861166

Henley-on-Thames

Videcom House, Newtown Road, 
Henley-on-Thames, RG9 1HG 
Tel: +44 (0)1491 848500

London

5 Chancery Lane, London, EC4A 1BL 
Tel: +44 (0)203 8179350


