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JAMES COWPER KRESTON
on the SILVER SCREEN

Welcome to the latest
edition of Perspective

Here at James Cowper Kreston our
involvement in the film industry
continues to grow with work being
carried out on more than 10 film
productions in the UK this year.

2017 has been something of a turbulent year for the finance industry and

Our 2016 projects, ‘Mohini’ and
‘Aake’, have now been released in
India and are very successful. Being
involved with these films, from
pre-production through to seeing the
final edit on the big screen, has been
a very enjoyable experience. It was
particularly interesting to see how the
UK and Indian creative industries
worked so well together to produce
very professional films.

indeed the UK as a whole. In the wake of Brexit, a snap general election and
the recently announced Budget, we have had to deal with a number of shocks
and changes; in spite of this our clients are flourishing and their businesses
continue to grow. To help them going forward we have put this edition of
Perspective together to ensure they remain informed and ready to face
whatever challenges the future may hold.
In our feature article on Corporate Criminal
Offences, our team of experts take you
through the new legislation which came
into effect on 30 September 2017. It is
vital to stay compliant as fines for those
in violation are unlimited – the full piece
can be found on page 10.
Our other articles span across a range
of subjects: from the impact of Brexit on
customs duty and VAT to the new rules
surrounding GDPR. You can also find
information on the more unusual tax rules
for foreign diplomats, the economic impact
of the new Elizabeth line and a guide to help
you to decide which online accountancy
package is best for your business.
We also take some time in this edition to
celebrate the successes of our teams, and
our business as a whole, including our new
student intake and award nominations. We
also introduce a new feature – ‘A Partner:
in perspective’, where an interview with one
of our partners allows you to get to know
them as more than just experts in their field.

immeasurable to our firm, our staff,
his clients and the local community he
supported. Our thoughts are with his
family and friends at this time. We will
use the next edition of Perspective to
remember him fully.
I would like to thank all of the authors
of this year’s articles for their hard
work and dedication and hope you
find Perspective an informative and
enjoyable read.

Robert Holland
Managing Partner,
James Cowper Kreston.
+44 (0)1635 35255 or
rholland@jamescowper.co.uk

As we go to print we are deeply saddened
to have to inform of the sudden
passing of our partner,
Adrian Rann. As a
former Managing
Partner and Chairman
of James Cowper
Kreston, Adrian’s
influence has been
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It was also a proud moment when
we saw the names of our team who
worked on the production in the end
credits, something we never thought
we would be able to say!
We have continued to visit the film
sets of our latest projects, most

GETTING YOUR
HOUSE(S) IN
ORDER: VALUATION
REFERENCE DATE
CHANGE FOR
THE ANNUAL TAX
ON ENVELOPED
DWELLINGS “ATED”
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As well as the film production companies,
we are now working alongside post
production companies, who specialise
in visual and special effects.

•	Check if the new 1 April 2017 value
exceeds the £500,000 threshold.
Given the rise in property prices in
the last 5 years, it is highly likely that
many more properties will now fall
within the scope of ATED, and some
will have moved to a higher band.

The current threshold for the ATED is
£500,000 and for the last five years the
reference date has been the property value
at 1 April 2012 (or acquisition date if later).

•	Check if any of the exemptions
or reliefs apply.

For the 2018/2019 year (which will
commence on 1 April 2018) the
reference valuation date will change
to 1 April 2017.
Action required now
For each UK residential property held
via an envelope now is the time to:

•

By stark contrast, one of the other projects
we are very excited to be working on is
“The Accidental Prime Minister”, a
biographical political film on Manmohan
Singh; an economist and politician who
served as the Prime Minister of India from
2004 to 2014 and will be played by
Anupam Kher, known for “Silver Linings
Playbook” and “Bend It Like Beckham”.
This also stars popular British actor Jimi
Mistry, known for “Blood Diamond” and
“Coronation Street”.

The ATED is levied on UK residential
properties that are owned inside some
form of corporate wrapper. The tax is
based on the property’s value and is
due (along with an online return) by 30
April for the year ending the following
31 March, i.e. at the start of the year.

• Update valuations to 1 April 2017.
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notably that of ‘Rangroot’, a First World
War epic following the lives of Indian
soldiers fighting on the frontline. With over
one million Indian soldiers serving during
the war and 75,000 of them losing their
lives, this film depicts a well-known subject
from a less well-known point of view.
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•

Outsourcing

All in all, it’s a great industry to be involved
in and we are looking forward to seeing
what the future brings.
For more information please contact
Toby Thorne or James Masters
on +44 (0)1635 35255 or
tthorne@jamescowper.co.uk
or jmasters@jamescowper.co.uk

return. Potentially, penalties and interest
can apply for late filing/payment of tax.
If you would like assistance with checking
your ATED position or completing the
online return, please get in contact.
For more information please contact
Margaret Savory on +44 (0)1865 861166
or msavory@jamescowper.co.uk

The deadline for tax payments and
returns based on these update
valuations is 30 April 2018.
For 2018 the tax itself will range from
£3,600 to £226,950 depending on the
valuation at 1 April 2017.
Each UK residential property owned in this
way requires a separate return, and even if
an exemption or relief applies so that no tax
is due, you may still need to file a specialist
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PAYROLLING OF

BENEFITS IN KIND
April 2016 saw the introduction of voluntary payrolling
of benefits in kind, seen by many as the first step
towards mandatory payrolling of benefits. Not all benefits
can be payrolled (e.g. vouchers and credit cards, living
accommodation and interest free and low interest
beneficial loans) so the P11D form will be with us for
some time to come but employers who offer to payroll
benefits greatly reduce the P11D reporting burden.
Things to consider:
• E
 mployers must have registered before the start of the
tax year by logging onto the HMRC online payrolling of
benefits in kind service, via the Government Gateway.
• E
 mployers can choose which benefits they wish to payroll.
• O
 nly benefits not registered need be reported on the P11D.
• E
 mployers must still submit a P11D(b) at year end,
irrespective of whether they are payrolling benefits or
submitting them on forms P11D.
• W
 hen a benefit is registered that benefit will be removed
from the employee’s tax code. The employee will be issued
with an amended tax code by HMRC.
• O
 nce a tax year has started the employer must continue
to payroll all registered benefits for the remainder of that
tax year.
• T
 o payroll a benefit the ‘cash equivalent’ of that benefit
must be calculated and then split across the tax year as
applicable. Tax is then charged on each payrolled benefit.
• A
 ll benefits that are payrolled are reported on the
Full Payment Submission (FPS).
• F
 rom April 2017 details of cars that have been included
in the system are included in the Full Payment
Submission (FPS).
• E
 mployers who choose to payroll
company car benefits must no
longer submit form P46(Car)
when employees are provided
with a new car.
For more information on payrolling
of benefits through payroll
please contact Nick Butler
on +44 (0)1635 553250 or
nick.butler@jcpayroll.co.uk
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Pictured from left to right: Louise Hallsworth,
Richard Daltry & Dan Hook (ASV), Gyles Brandre
th

ACCOUNTANCY IN THE

RECOGNISING
THE SUCCESS OF
SOLENT SMEs

DIGITAL AGE
WHICH SOFTWARE IS RIGHT FOR YOU?

James Cowper Kreston were once again proud to
have been sponsors, and judges, of the SME of the
Year category at the 2017 Solent Business Awards.
Now in its third year, the Solent Business Awards
Ceremony has grown to become the foremost
multi-category award event on the South Coast
with over 250 people attending the evening.

With the increasing number of online
accountancy packages available, it
may be time to upgrade your system.

The entries for this year’s awards were once again of the
highest quality. It was fantastic to see that, despite the
current political and economic uncertainty, there are so
many SMEs continuing to invest and grow across a wide
range of sectors; they demonstrate the quality and
resilience of businesses across the Solent area.

It can be quite daunting for companies
to wade into the world of cloud based
interactive systems; the options are
endless and many packages have very
similar features. So, in order to make
your decision easier, James Cowper
Kreston can review your requirements,
advise on the options and assist with
implementing new accounting software.
Here we give an update on the most
popular software packages:

Having to shortlist to just seven finalists was difficult, and
choosing a winner even more so. However, after much
deliberation by the judges, James Cowper Kreston were
delighted to name ASV Global as their SME of the Year.
Upon presenting the award, Louise Hallsworth, Partner
in James Cowper Kreston’s Southampton office said:
“ASV demonstrated the very essence of what makes a
fantastic entrepreneurial SME. A passion for business
that is second to none and an opportunity to shape their
industry’s future. Their innovative use of revolutionary
technology has brought recent growth, the opportunity
for significant future growth, both in the UK and overseas,
and has made a significant contribution both
economically and socially to the Solent community.”

QuickBooks Online
QuickBooks has a colourful, user friendly
dashboard and great customisable
reports. Its handling of stock is often
commended by its users. QuickBooks
has historically been a preferred choice
for US clients and their subsidiaries.
Sage One Accounting
Sage has of course been in the market
of accounting packages for many years.

More information, including all of the 2017 winners and
finalists, can be found at solentbusinessawards.co.uk
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It has moved on from the standalone
system installed locally and developed
a fully cloud based alternative. Sage
One Accounting offers lots of scope
to configure the accounts for your
business and offers phone support
for all of its packages.
Xero
Xero can be a good online solution
for small and large businesses alike.
Its reports can be customised and the
user can drill down to the source
document with ease. There are over 600
time-saving applications that connect
with Xero, so there are many options
to solve your business needs and bring
everything together. Xero are one of the
current market leaders in cloud based
accounting software.

to access the system from home.
You can also keep up to date from
your mobile device.
James Cowper Kreston are Xero Gold
Partners, Sage Accredited and Silver
Accountant Partners with Quickbooks,
enabling us to obtain discounts on
packages for our clients.
For more information please contact
Karen Turner on +44 (0)1635 35255
or kturner@jamescowper.co.uk

All three of these systems have great
benefits and are competitively priced.
Cloud based systems can be accessed
across all of your devices simultaneously
which makes them perfect for those who
need to work on the move or who need

•

Payroll

•

Private Client Tax
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SELLING YOUR

THE ECONOMIC
IMPACT OF
CROSSRAIL

HOME?
THE TAX POSITION MAY NOT
BE AS SIMPLE AS YOU THINK!

The sale of a home can be capital
gains tax (CGT) exempt if it has always
been the main residence, however
there are a number of scenarios
where full relief may not be available.
These can catch you out.
The gain on sale is accrued during the
period that you own a property. However,
the exempt portion reflects the period
that your property was occupied as your
main residence (in tax terms your
principal private residence, or PPR).
Relief can also apply to certain periods
where the property was not occupied,
such as:
• T
 he first 12 months of ownership due to
building /renovation works (extendable
by concession to 24 months);
• T
 he final 18 months of ownership this can be extended to 36 months
where the owner or their spouse/civil
partner is in long term care or is a
disabled person; and
• Certain other periods of absence.
A further exemption can also be available
where the qualifying residence has been
rented out at some point during the
period of ownership.
Other factors to bear in mind include:
• T
 he house must have been used as a
residence as a question of fact. What
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is regarded as a ‘residence’ can be
contentious as shown by the history
of reported tax cases and evidence
(including photos) can be important.
• A
 n individual, and indeed a married/
civil partnership couple, can have only
one qualifying property at any one time
(subject to the final period referred to
above), a particularly critical point for
those entering into such relationships.
• A
 lthough transfers within a married
couple/civil partnership are tax exempt,
such a transfer can have adverse
consequences on a future sale.
• W
 here an individual occupies more
than one dwelling as a residence,
relief is calculated based on which
property was, as a question of fact,
the PPR. A nomination can be
made to choose which of multiple
properties occupied as residences
by the owner is the PPR for capital
gains tax purposes, but there is a two
year time limit after the combination
of residences changes. Nominations
can also be varied.

Crossrail, or what is now known as the Elizabeth line,
is due to be fully operational in 2019. The new line will
make connections to London from Reading, Heathrow
and as far as Abbey Wood, much easier and indeed
faster, but what are its wider economic implications
and how will they affect us in the future?
The housing market, specifically in the towns along the
route, is very likely to see an impact. A report published by
CBRE has estimated prices for homes in these areas will
increase by 3.3% per annum. While many of these locations
are considered ‘commuter towns’ and therefore already
have steeper housing prices, this increase could have a
detrimental effect on current residents of the area who are
looking to purchase property; particularly first time buyers.
However, for those who have already purchased a residence
and are looking to sell their home, this increase in house
prices will mean a greater return on their original investment.

Also, if a property has been split into
multiple residences the relief will be
restricted accordingly.
And finally, in 2015, new rules were
introduced for individuals resident in the
UK with residential property overseas,
and for non-UK resident owners of
property located in the UK. These
are not covered in detail here.
In conclusion, the complexity of main
residence (PPR) relief can give rise
to both opportunities and pitfalls.

Crossrail themselves have acknowledged that there will
be changes to the housing market. They estimate that
over 57,000 new homes will be constructed in order to
meet demand, regenerating the areas which will house
new commuters. It is worth noting that the influx of new
commuters with London based positions will also have a
positive impact on the economies of each area. With the
average salary of those working in the capital being more
than £30,000 gross per annum the amount of capital
being put into local businesses could potentially increase.

We have a significant body of expertise
and experience in this area, so if you
are concerned or require advice,
please contact Stephen Barratt
on +44 (0)1635 35255, your usual
James Cowper Kreston contact
or any member of our private
client tax team.

On a wider scale, the introduction of Crossrail will support
around 55,000 jobs across its supply chain. Many of the
stations situated along the route are having to undergo
alterations so that they are able to accommodate the new
trains. The businesses involved span across the country
and a large percentage of them (58%) are small or
medium sized organisations (SMEs)

• C
 laims for PPR relief are statutorily
restricted to an area of 0.5 hectares
(1.25 acres), or a larger area of garden
and grounds as is required for the
reasonable enjoyment of the house
having regard to its size and character.
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However, the impact of Crossrail expands even further
than this; a white paper published in 2007, ‘The Economic
Benefits of Crossrail’, depicts the effects of the new line in
terms on tax and GDP. The figures detailed in this report
present a positive change in GDP after the introduction of
the new trains (those featured are from the ‘High Scenario’):
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•
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• £4,847m – Business Time Saving.
• £872m – Increase in labour force participation.
• £46,165m – Move to more
productive jobs.
• £14,341m – Pure Agglomeration.
• £485m – Imperfect competition.
In terms of taxation and the amount which will be
accrued by the government is ‘likely to be relatively
constant and predictable’ and is estimated as follows:
• Labour force participation – 40%.
• Pure Agglomeration – 35%.
• Move to more productive jobs – 30%.
• Imperfect competition – 30%.
Of course the report goes into more detail, this is just
a brief indication of their findings. The full report can
be found on the Crossrail website.
It appears then, that there will be both winners and losers
in the lead up to the full roll out of Crossrail, however the
wider impact appears, on first impressions, to be mostly
beneficial as a whole and let’s not forget, it may the daily
commute that much smoother. For more information
please visit the Crossrail website: Crossrail.co.uk

•
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NEW STUDENT INTAKE

DO YOU HAVE EMPLOYEES
COMING TO THE UK ON
TEMPORARY ASSIGNMENT?

James Cowper Kreston has recently appointed
its new trainee accountants and interns for 2017.
In September the firm appointed 10 new trainee
accountants into its Audit & Assurance team, a
mixture of both graduates and school leavers.

• Hotel accommodation.
• Rental.
• Fuel bills.
• Council tax.
• Water bills.
• Provision of furniture.
• Meals at the temporary workplace.
• TV licence.
• Home to office travel
(usually considered as private
commuting and taxable).
Only housing and food costs for the
employee fall within the relief. As a
general rule, 10% for a spouse and
5% per child can be deducted from
housing costs to calculate the
allowable amount. Claiming a
deduction for food, however, is more
difficult as detailed records would
need to be kept and it may be hard
to calculate what portion of these
expenses were incurred by the
employee and not by family members.
For this reason it is often considered
too problematic to claim any
deduction for food.

8
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As an employer, if you pay your assignee
a round sum allowance, the payment is
taxable, however a deduction can be
claimed by the individual via a UK tax
return for actual expenses incurred.
The employee should therefore keep
records to support the claim, such as
invoices, bank statements, receipts, rental
contracts confirming rental amount etc.
What if an assignment is extended
beyond 2 years?
If an assignment that was initially planned
to be less than 24 months is extended,
travel costs up to the point of “change”
are deductible, but costs after that date
are not, so the relief would stop at the
date the extension is agreed.
A temporary workplace can also exist
where an employee attends a place of
work for less than 40% of their working
time and it is not a place they would
normally attend in the course of their
duties. This arrangement can be for
an unlimited time.

We pride ourselves on the investment we make into the
careers of our future talent, at all levels, whether it be
graduates or school leavers. We provide all our trainees
with an excellent programme that combines study with on
the job work experience and personal development to give
them the best opportunity of building a successful career
with us and becoming our future business advisors.

The firm also appointed a Tax Intern into its Business
Tax team and a French Intern into its Private Client
Tax (Ex-pat) team. This new intake takes the firm’s
trainee population to over 50 who are at various
stages of their studies.

If so, they could benefit from temporary workplace relief
If an employee is seconded to the
UK for no more than 24 months, a
deduction from earnings is allowed
under Detached Duty Relief for travel
expenses (including subsistence)
incurred, such as:

Head of HR Richard Dickson said:

a maximum of 24 months and all emails
and other correspondence show the
same. Rental agreements should also
not be signed for a longer period.
To be eligible for temporary workplace
relief a relationship should still exist
between the employee and their home
country location, therefore they should
remain on their home country employment
contract (although this can be suspended).
It is possible in very limited circumstances
for the relief to be available where an
employee is on a local UK contract, but
the continuing relationship with their home
country would need to be clearly
demonstrated, as would the temporary
nature of the UK work, should HMRC
enquire into the eligibility of the claim.

Pictured from left to right:
Lucy Stokes (ACA), David
Cook (ACA), Bradley West
gate (ACA), Max Suttner (AAT
Oliver Moody (AAT), Sam Smit
),
h (AAT), Rakeet Sandhu (ACA
), Cameron Barrie (ACA) and
Pamela Paine (AAT).

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

What assignment planning
is required?
All documentation should be consistent
with an anticipated assignment of not
more than 24 months, including work
permit applications. A visa length of more
than 24 months would not be problematic,
as long as the assignment contract states
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salary to an offshore account of
their choice and remove that
pay from their payslip, thereby
avoiding UK tax liabilities.

THE NEW CORPORATE
CRIMINAL OFFENCES

To quote from the guidance:

“These principles are
not prescriptive, they
are intended to be flexible
and outcome focussed,
allowing for the huge
variety of circumstances
that relevant bodies find
themselves in.

• Your retail business buys stock
from a wholesaler who declares
goods as written off then sells
them on to your business without
declaring the income.

Are you compliant?

• Your procurement department
issues false invoices to a supplier
so that the supplier can declare
lower profits.

Procedures to prevent
facilitation of tax evasion
should be proportionate
to risk.”

What are the penalties?
If a relevant body is held to have failed
to prevent tax evasion the fines are
unlimited. In addition to this the conviction
would be held on public record.

Following Royal Assent of the Criminal Finances Bill in April 2017, new
Corporate Criminal Offences (CCO) legislation took effect from 30 September 2017.

Who can commit the new offence?
A ‘Relevant Body’ – basically all UK
companies, partnerships and LLPs as
well as other businesses with certain
UK connections. The measures relate
to all taxes.
What has changed?
From 30 September 2017, a relevant
body may be prosecuted where it can
be proved that it failed to prevent an
‘Associated Person’ from criminally
facilitating the evasion of tax and that
it was not unreasonable to expect the
corporate entity to have procedures in
place to prevent it.
Types of offence
There are two types of offence: the
‘domestic offence’ and the ‘overseas
offence’. Each have three stages:
• S
 tage 1: There must be criminal tax
evasion under either UK law or foreign
law by a taxpayer;
• S
 tage 2: Criminal facilitation of the tax
evasion by an “associated person”
(discussed later) of the “relevant body”
who is acting in that capacity; and
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• S
 tage 3: The relevant body must have
failed to prevent that person from
committing the criminal facilitation act.
Who is an ‘Associated Person’?
For stage 2, a person is ‘associated’
with a relevant body if that person is:
• An employee.
• An agent.
• A
 ny other person who performs
services for or on behalf of the relevant
body. So for example, a subcontractor
can be an associated person.
However, the associated person must be
facilitating tax evasion by acting in the
capacity of an associated person.
Examples which illustrate scenarios in
which people are, or are not, acting for
and on behalf of the relevant body are:
• A
 n employee transfers incomeproducing assets to his wife with the
deliberate intention that his wife will
not declare the subsequent income.
He has committed a tax evasion
offence but not in his capacity as an
employee of a relevant body.
• A
 n employee falsifies information
relating to a person providing services

Audit and Assurance •

We therefore recommend that
if you haven’t already reviewed
your organisation’s position that
you act now.

to the company so that the person
is treated as a self-employed
subcontractor rather than an
employee. The employee has
committed a tax evasion offence
in his capacity as an employee.

Defence against the stage
three offence
The defence against the stage three
offence applies where the relevant
body has put in place ‘reasonable
prevention procedures’ to prevent
its associated persons from
committing tax evasion facilitation
offences (stage two), or where it can
be demonstrated that is unreasonable
to expect such procedures.

Examples of offences
Below are some examples of how
a business could become party to
criminal tax evasion:
• Y
 ou engage with a supplier
of components who uses selfemployed cleaning staff knowing
that the individuals do not declare
their income.

The procedures to implement are
similar in approach to the procedures
that can protect organisations from
committing a criminal offence under
Bribery Act 2010 – namely a failure
to prevent bribery by a person
associated with the organisation.

• Y
 ou contract with a change
management company to implement
a new IT system in your company.
They in turn ask one of their
sub-contractors, who has been
provided with a contract including
false information in order for them
to evade PAYE liabilities, to perform
services for your company.

Under the Criminal Finances Act,
the government must prepare and
publish guidance about procedures
that relevant bodies can put in place.
The published guidance on the new
regime includes a section setting out
six guiding principles for prevention
measures by relevant bodies.

• T
 he person who processes your
payroll agrees with an employee
that they will pay some of their
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risk SMEs. Among the suggested
procedures are such matters as:
• Demonstrating a commitment to
prevention of tax evasion facilitation
by issuing a prominent message
from the board of directors against
all forms of tax evasion.
• Providing regular training for
staff on financial crime detection
and prevention.
• Having terms in contracts (with
employees and contractors)
requiring them not to engage in
facilitating tax evasion and to report
any concerns immediately.
How we can help

Risk assessment
The initial stage is risk assessment.
Organisations may operate in high
to low risk professions or industries.
Those involved in financial services,
for example, are potentially in a high
risk environment. The government
suggests that relevant bodies need
to ‘sit at the desk’ of their employees
and those who provide services for
them or on their behalf and ask
whether they have a motive, the
opportunity and the means to
criminally facilitate tax evasion
offences, and if so how this risk
might be managed.
Reasonable prevention procedures
for lower risk SMEs
The legislation applies to all
companies and partnerships
irrespective of size. However the
published guidance states that the
guidance is not a ‘one size fits all’
document. The guidance should be
considered and applied in a riskbased and proportionate way. So all
businesses should undertake and
document a risk assessment.

The new criminal offence for companies
and partnerships increases the ever
growing burden of compliance issues
for businesses. The first step to ensuring
your business is compliant with the
new legislation is undertaking and
documenting a risk assessment followed
by implementation of a system of
reasonable prevention procedures.
Written policies and procedures are
strongly advised in order to demonstrate
the work that has been and continues to
be done.
We are able to help you perform a risk
assessment and help install appropriate
procedures. If you would like to discuss
the implications for your business in
more detail please contact Alex Peal
on +44 (0)118 9590261 or
apeal@jamescowper.co.uk or your
usual James Cowper Kreston contact.

If the assessment concludes the
business is low risk, the guidance
includes suggested reasonable
prevention procedures for lower
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The taxation of certain benefits in kind (“BIKs”)
provided under salary sacrifice arrangements
changed from 6 April 2017.

I
U
Q
I
L

If you operate such arrangements and have not yet
considered the impact of these new rules then now
is the time to do so.
Many employers have offered attractive BIKs in exchange
for the employee agreeing to reduce their gross pay, the
salary sacrifice, thereby reducing their taxable income.
The BIKs offered are often those an employer can supply
free of tax and/or NIC, such as pension contributions,
bicycles (provided there is some use for home to work
travel) and childcare vouchers.

2017 PATENT BOX AND R&D STATISTICS

ARE GOOD NEWS FOR SMES
The latest R&D and Patent Box statistics have
been issued by HMRC and it’s good news for SMEs.
The new figures show a significant increase in the
amount of R&D relief claims in the period 2015-16,
reaching 26,255; a 19% rise from the previous year.
The vast majority of these claims came from the
SME space, totalling 21,865.
The rise in claims has led to the cost of support, for the
SME scheme, going up significantly. Total expenditure
for 2015-16 reached an impressive £1.3bn with the
greatest volume of claims (73%) coming from the
following sectors:
• Information and Communication.
• Manufacturing.
• Professional, Scientific and Technical.

Audit and Assurance •

An MVL is a cost effective statutory procedure in which
a solvent company’s net assets are distributed to the
shareholders so that the company can then be dissolved.
An MVL can be of assistance in a number of circumstances,
such as when the activities of a company have run their
course or when streamlining a group structure.

• The cash equivalent of the benefit under standard BIK
calculations, or

Making claims for both R&D and Patent Box relief can prove
to be a complex and daunting process, particularly if you
are a new claimant; this is where James Cowper Kreston
can help. By navigating the complex jargon and providing
expert advice we can make the process simple and
straightforward, allowing your business to reap the benefits.

• The amount of salary sacrificed.
There are a number of exemptions including the free of tax
and/or NIC items mentioned above, plus certain low
emission company cars. Other benefits, where the salary
sacrificed is equivalent to the benefit or where the employer
can secure a volume discount, may still be attractive.

To date we have helped our clients claim tax refunds
ranging from several thousands to several hundreds
of thousands of pounds. To find out how we can help
you and your business contact Margaret Savory on
+44 (0)1865 861166 or msavory@jamescowper.co.uk.

It is worth noting that asset distributions need not be in cash.
Distributions of underlying assets themselves are called
distributions in specie. Where a distribution in specie is made
there needs to be agreement as to the value of the asset
being distributed such that other shareholders receive
appropriate recompense and so that any tax payable by
recipients can be calculated.

However, certain BIKs offered via salary sacrifice will cease
to be tax efficient and since arrangements in place before 6
April 2017 will come within the new rules from 6 April 2018
(extended to 6 April 2021 for some benefits) a review will be
required. Communication with employees remains key.

MVLs can also be used to ‘de-merge’ two or more trading
activities of a single company in what is known as a Section
110 demerger. This might be helpful when preparing a
business for sale or to resolve a shareholder dispute.

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

Claims for Patent Box relief have risen from 828
companies in 2013-14 to 1,135 companies in 2014-15.
Just over a quarter of these (26.9%) were large
businesses which claimed £616.6m with the majority
of claimants (54.2%) being from the manufacturing
sector. SMEs, combined, made up 49.3% of the total,
however only claimed £32.9m.

Accounts and Business Advisory •

In relation to insolvent companies, directors are right to be
concerned. Such concerns should not extend, however, to
companies which are solvent and are placed into Members’
Voluntary Liquidation (“MVL”).

The new rules will see certain benefits taxed on the higher of:

Patent Box claims, however, remain dominated by larger
industries and the numbers were not quite as notable as
R&D. Nevertheless, there was still an increase in the total
number of claims made by SMEs, totalling £6.2m.
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We have had a number of instances recently of directors
- particularly non-executives - expressing nervousness
about a potential liquidation. Either they worry that a
liquidation might affect their standing in the City - in
relation to other directorships in listed companies or that it will affect their ability to work in a regulated
sector: notably, financial services.

So called “flex schemes” typically operate on a similar basis
but offer a wider range of BIKs, some tax favoured and some
not. Company cars, gym memberships and mobile phones
are just a few examples.

These latest statistics show a rise in the amount of claims
being made across the country. The resulting increase in
expenditure is not only positive for SMEs but will help to
bolster innovation in the UK as a whole. We hope that the
numbers continue to grow in the months to come.
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So, in short, MVLs will generally be a good thing and
directors need not have concerns about listing rules or
regulatory issues - although care should be taken to
ensure that the tax consequences for shareholders are
fully explored and understood.
For more information, please contact Peter Whalley,
Sandra Mundy or Tom Russell on +44 (0)2380 221222.
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CORPORATE FINANCE

DEAL UPDATE

IS RESIDENCY ALWAYS KEY IN
DETERMINING TAXATION IN THE UK?

2017 continues to be a busy time for the
corporate finance team at James Cowper
Kreston. Having completed a number
transactions across a wide range of
sectors and geographies the team’s
ability to deliver for its clients, be it
helping them grow their business through
acquisition or realise their lifetimes work,
has been wonderfully showcased.
Highlights include:
• The disposal of Solent-based Oceanair
to Swedish listed Dometic for c. £17m.
• The disposal of Marlow-based Curo
Consulting to private equity backed
Envision Pharma.
• The acquisition of Swedish-based
Sofus by our Dutch client Xendo.
• The acquisition of Bvocal by Utilita.
• T
 he acquisition of Elemental Healthcare
by Surgical Innovations PLC.

When it comes to determining tax,
residence is usually an essential
factor in the UK. For over 200 years
the term ‘residence’ was not defined
in our tax laws which left room for
interpretation in terms of case law
and HMRC practice. However, from
6 April 2013, a Statutory Residency
Test (SRT) was introduced into
legislation and these rules, along
with domicile status became the
first reference point when determining
if someone is taxable in the UK.
There are however situations where
residency is not the defining factor.
Certain occupations can give rise
to special tax rules, which advisors
should be aware of, along with
any relevant treaty or convention.
These rules are complex.
A prime example of specialised tax
rules would be Crown Servants (HM
Armed Forces, Civil Servants and
Diplomats) who pay tax in the UK on
their employment income regardless

14
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of their UK residency status, how long
they are abroad or where they are
working. However, salary and pensions
payments made by the EU are exempt
from tax in the UK as the EU deduct
‘EU Community tax.’

assist with dealing with the complexities
involved in such situations. Our recent
advice has included spouses of
diplomats living in Kenya and Jordan
and individuals working for the
European Space Agency and the EU.

Individuals and their families who are
on diplomatic or permanent missions
may also need to take into account
the Diplomatic Privileges Act 1964.
This act gives special exemptions
from tax in the country where they are
working which may result in the diplomat
and the members of their family not
being liable for tax on certain income.

If you would like any further
information or assistance on the
above please contact Sarah Robert
on +44 (0)118 9590261 or
srobert@jamescowper.co.uk.

• The acquisition of Agriculture and Animal
Health divisions of US and Belgian
based Market Probe by Kynetec.

James Cowper Kreston were proud to
have been shortlisted for the British
Accountancy Awards 2017 in the
category of mid-tier firm of the year.
The British Accountancy Awards, run in
association with ACCA and Accountancy
Age, celebrate those in the industry who
have shown true excellence over the
previous year. Mid-Tier Firm of the year
is presented to ‘the firm with turnover

At James Cowper Kreston we have
experience in providing tax advice on
a wide range of occupations and can

Business Restructuring and Insolvency

•

Business Tax

Our pipeline is
still very strong
and we have a number
of exciting businesses
looking to transact around
the turn of the year which fills
me with confidence for the
future. Aside from deal
activity, we have welcomed
a number of new hires into the
team to ensure that our clients
continue to receive a high quality service.”
For more information on our range of
corporate finance services please contact
Stuart Williams on +44 (0)118 9590261
or swilliams@jamescowper.co.uk

JAMES COWPER KRESTON
SHORTLISTED FOR THE BRITISH
ACCOUNTANCY AWARDS 2017

Other occupations which give rise to
specific tax rules are professional
athletes, aircrew, mariners, artists,
actors, film directors, medical
practitioners, construction industry
workers and overseas contractors.
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Stuart Williams, Corporate Finance Partner,
commented “It has so far been a great year
for the team here; acting for our clients
on both the buy and sell side and continuing
to see increased levels of activity both in
UK and cross border M&A despite some
nervousness around Brexit.

•

Corporate Finance

•

Outsourcing

between £3m and £25m that demonstrates how
the firm has added significant value to its clients
and across all service areas.’
Being shortlisted for these awards shows the
true excellence of a firm as competition is fierce
and many of the best firms in the country
submit entries every year.
Robert Holland, Managing Partner at James
Cowper Kreston said: “The British Accountancy

•

Payroll

•

Private Client Tax

Awards are one of the most prestigious and
well recognised award ceremonies in the
sector and we were thrilled to have been
shortlisted. Our success is due to the hard
work and incredible efforts of our employees
across all of our offices and I would like to
congratulate everyone on this achievement.

jamescowperkreston.co.uk
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INSOLVENCY
IMPLICATIONS OF TAX
AVOIDANCE SCHEMES

ACCOUNTS
AND AUDIT

In recent years the Treasury’s clamp down on tax
avoidance has been evident with 800 officers allocated
to avoidance cases. HMRC has been armed with
effective tools to assist collection including Accelerated
Payment Notices (APNs). HMRC expects to collect
£5.5bn by March 2020.

A DATA BREACH
THAT COULD COST YOU DEARLY

• Total assets < £5.1m,
• Turnover < £10.2m and
• <
 50 employees at the
balance sheet date.
If that wasn’t enough, EU audit reforms
came into effect from 17 June 2016 and
the Financial Reporting Council (FRC)
published its Revised Ethical Standard
2016, Revised Guidance on Audit
Committees 2016, UK Corporate
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Governance Code 2016 and new
International Standards on Auditing (UK)
for accounting periods beginning on after
the effective date.
Amid all the changes, some of which
companies are only just implementing
for the first time, the UK chose to leave
the EU and Brexit commenced. So, over
a year after the UK voted for Brexit, where
does that leave the UK audit and
accounting regimes?
In the short-term, there should not be any
significant changes to the UK audit
requirements and financial reporting
regime. The UK will remain a full member
in the EU until the planned exit date of 29
March 2019; therefore, existing EU laws
and regulations will continue to apply. The
UK also has plans to transpose further EU
law into UK law between now and the date
the UK leaves the EU. It would, however,
be unwise to assume that there will not be
any changes beyond the exit date.

requirements or financial reporting regime.
However, the UK might see this as an
opportunity to undertake a radical overhaul
of accounting law without the interference
of the EU.
Given that UK companies have had to
undertake such significant change in a
relatively short space of time, further
significant changes amid the economic
uncertainty caused by Brexit are unlikely
to be well received by UK companies.
Companies should, therefore, plan ahead
with the current regimes in place, for the
time being.

In our experience HMRC is willing to look at time to pay
arrangements. Whilst HMRC says that it does not
have set criteria other than credible demonstration that
payment in full is viable, we have never seen an
arrangement that extends beyond 24 months and
multiple arrangements are not entertained.

GDPR relates to personal data but extends the definition
of what may fall to be defined as personal data such that
information such as an IP address might be included.
The regulations are more detailed and contain more focused
requirements than previous legislation within this area. In order
to comply organisations need to ensure that they have records
of what data they are responsible for and/or process; how they
process it and of data breaches. The regulations are driving
organisations towards having structured policies and procedures
in relation to the data that they hold, control and process.

For more information contact
James Pitt on +44 (0)1865 861166
or jpitt@jamescowper.co.uk

Business Restructuring and Insolvency

This year we have seen an increase in restructuring and
insolvency cases relating to tax avoidance. If a taxpayer
receives an APN that is unaffordable then prompt advice
is recommended to look at options which could range
from seeking a time to pay arrangement through to a
formal insolvency.

From 25 May 2018, in response to the potential risks posed
by the changing digital world, businesses in the UK will be
required to comply with the strictures of the General Data
Protection Regulations (more commonly referred to as GDPR).
Breach of these regulations carries a potential maximum fine
of the greater of 4% of global turnover of the organisation or
£20m – something to focus the mind quite significantly!

If time to pay is not feasible and bankruptcy,
administration or liquidation is required then the
insolvency practitioner (IP) is obligated to undertake
investigation to see if monies can be recovered from
directors or others for the benefit of creditors. IPs will
only litigate to recover monies where there are strong
grounds, funding is available and prospects of recovery
are good. HMRC expects to see rigorous investigation
and provides information and a certain amount of
investigation funding.

Practically, we are recommending that initially clients should
assess what personal data they hold, where they hold it and the
processes they use in relation to that data. At minimum this will
include all their HR records, potentially details of people they
market to and customers and suppliers. Once having
established this then they will need to implement systems to
enable them to manage data in accordance with the regulations.

In the medium to long-term, we simply do
not know what will happen. It is possible
that UK accounting rules remain aligned
with EU law and therefore there would not
be any significant changes to the audit
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On receipt of an APN the taxpayer must pay within 90
days and there is no right of appeal, albeit the taxpayer
may decide to appeal the tax, the APN is still payable.

We are all familiar with the increasing numbers of stories of
digital breaches of personal data and their wide-reaching
ramifications – from banking details to medical information
– nothing seems immune.

LESSONS LEARNED A YEAR ON
The accountancy industry in the UK has
faced significant changes over the past
few years with a new financial reporting
regime, Financial Reporting Standard
102 (FRS 102), replacing all previous
UK GAAP reporting standards
(for accounting periods beginning on
or after 1 January 2015), and a new
EU Accounting Directive came into
force from April 2015, The Companies
and Groups (Accounts and Reports)
Regulations 2015, which aligned the
audit exemption threshold with the
revised company size thresholds.
These state that, for accounting periods
beginning on or after 1 January 2016,
a company will be small if it meets at
least two of the following:

HMRC say that it ‘will challenge those that won’t pay
and facilitate those that can’t pay.’

Tax avoidance is taken seriously and HMRC has
significant resource at its disposal. If you receive an APN
and are concerned about the ability to pay we urge you to
take advice promptly to help formulate your response.

The scale of the task should not be underestimated. Entities
need to take action now to ensure that they protect themselves
– and the data they hold – as well as possible.

On our website you will find a recording of a webinar
in relation to this topic.
For more information please contact Sandra Mundy on
+44 (0)2380 221222 or smundy@jamescowper.co.uk

For more information please see www.ico.org.uk
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Recent developments on BRE XIT
and its effect on TRADE and VAT
The UK government published a white paper in October
which anticipates a negotiated settlement, and confirms
that the UK will be outside the EU VAT regime, treated
as a 3rd country for trade.
Goods moving from the UK to the EU and vice-versa will
require a SAD/ c88 entry on both removal and entry.
All imports from the EU will be subject to import VAT,
estimated at £85bn per year plus customs duty. The paper
acknowledges the current benefit of the existing customs
regime where goods moved by businesses between EU
member states are not subject to routine customs controls,
particularly for those industries such as fresh food, medical
goods, e-commerce and Just In Time manufacturing, which
are sensitive to administrative burdens and delays. The paper
proposes a highly streamlined customs regime between the
UK and the EU with simplified advance online notification of
arrivals and despatches.

STAGING DATES HAVE
COME AND PASSED
BUT PENSION DUTIES
ARE FOREVER

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

the UK leaves the customs union, in March 2019 or later,
if a transitional arrangement is negotiated. To mitigate
disruption, businesses that trade goods b2b to/from Europe
should consider increasing stocks in advance. The most
likely location for delays is Dover, so if businesses currently
only use this port, they should trial routes via alternative UK
ports as a contingency.

I am sure by now, following my many articles, you will
be aware of the basic Auto Enrollment (AE) premise that
all UK employers must ensure they and their workers
contribute towards a workplace pension, effective from
a date known as their ‘staging’ date. The ‘staging’ date
per UK employer depended upon an employee headcount
taken by HMRC in April 2012.

Some of our clients have chosen voluntarily to register for
VAT in another member state for marketing or presentational
purposes, to demonstrate the European nature of their business.
However UK incorporated businesses who choose to register
for VAT in the EU post Brexit, may need to appoint a fiscal
representative, who will be jointly and severally liable for VAT,
or create a permanent establishment in the EU. If you trade in
goods with the EU, please ask if you wish us to review your
VAT or customs systems to determine whether you need to
take any action now, in advance of Brexit.

Staging dates for those that started employing people
between April 2012 and 30 September 2017 were based
upon a table provided by The Pensions Regulator which
gave new employers a certain timeframe to comply e.g.
those who started to employ staff in September 2017
have a staging date of February 2018.
However, from 1 October 2017, AE responsibilities
will start at the same time as PAYE responsibilities.

The EU recently made proposals to end the current originbased VAT system from 2022, which was “temporarily”
introduced in 1993. The potential introduction of a destination
based VAT system (for goods and services) will mean that the
UK’s loss of zero rating on removals/exports to the EU after
Brexit will be cancelled out. The proposed destination system
is similar to the current MOSS system for digital sales b2c to
private consumers; an example can be found below:

This is not a typo! If you started employing in September
2017 then AE starts in February 2018, but if you waited
a month and started employing from 1st October you
had to comply with AE straightaway. Of course if you use
‘postponement’ this does not mean you had to actually
contribute straightaway but you will have administrative
duties. Just one more thing to consider as a new employer.
I guess this ‘straight in’ date had to fall some time! The other
fundamental change is that the phrase ‘staging’ date
is gone (or will be after Feb 2018) and is replaced by
‘Duties Start’ date.

•	A German company sells goods to a Polish business,
charges and collects Polish standard rate VAT at 23%.
•	The German business declares and remits the tax
to its tax authority, who passes it onto the Polish
tax authority.

Whilst on the topic of Auto Enrolment it is worth
confirming that if you have ‘staged’ but now feel
that the solution you chose was not the best fit,
you can still change providers. The only obligation
that an employer has is to comply with legislation,
not stick with one provider forever.

•	The proposal is driven by the continuing losses arising
from Missing Trader Intra-Community (MTIC) fraud,
usually involving mobile phones, but other goods
also, where a business deliberately “disappears”
in the midst of a long supply chain.
The potential removal of zero rating for b2b sales
to other EU member states from 2022, removes one
of the VAT benefits of EU membership.

If you would like to know more about how
we can help you with AE please contact
Nick Butler on +44 (0)1635 553250
or nick.butler@jcpayroll.co.uk

Temporary disruption or delay to the movement of
goods to and from the EU is possible shortly after
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A PARTNER: IN PERSPECTIVE

LOUISE
HALLSWORTH

One of our newest partners, Louise
has been with the firm since May
2017 and has already had a great
impact. Working in Audit and
Assurance from our Southampton
office, Louise is building an
impressive portfolio of clients.
For this issue of Perspective we
thought we would sit down and
get to know her better.
Where did you qualify?
I earned my ACA qualification in 1989
while working for KPMG, and am now
also FCA qualified.
What do you specialise in?
Predominantly SMEs and Academies
and I’m part of the Charities and
Education team here at James
Cowper Kreston. I also do a lot of

work with the rural sector – I’m a
farmer’s daughter and have worked
with rural businesses throughout my
career and outside of work.
What else do you do outside of work?
I do a lot of volunteering. I’m responsible
for the accounts of two of our local
churches and also a local charity.
I particularly enjoy equestrian sports and
used to be the Treasurer for Hampshire
British Showjumping. I’m also usually
out watching my two daughters in show
jumping competitions or watching my
son play rugby.

Now that my children are older I wanted
to join a firm where I can have more of
a challenge, but also have a good work
life balance; James Cowper Kreston
was the perfect fit.
If you’re based in the Southampton
area and need Audit and Assurance
services contact Louise Hallsworth
on +44 (0)2380 221222 or
lhallsworth@jamescowper.co.uk

What made you decide to join
James Cowper Kreston?
I left KPMG when I decided to have
a family and later moved on to work
part time at a small accountancy firm.
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