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We may be negotiating difficult waters at the 
moment but the marine sector continues to 
remain buoyant.

Certainly that was our feeling after attending this 
year’s TheYachtMarket.com Southampton Boat 
Show. It’s always an excellent opportunity to get 
out of the office, meet fellow marine enthusiasts 
and discuss all things marine with other sponsors 
and exhibitors.

Of course, Brexit is never far away. Our exit from 
the European Union is likely to have all sorts of 
effects, not least on VAT Paid Status which is 
one of the subjects we cover in this newsletter. 
We all have a part to play in ensuring the marine 
sector is well represented and gets a fair deal. 
PKF Francis Clark is working closely with British 
Marine and HM Treasury towards this goal.

Recently the Bank of England (BoE) raised the 
interest base rate by 0.25% (to 0.5%) which is 
the first rate rise in a decade. This is expected  
to be the first of a few rate rises as the BoE  
attempts to tackle the problem of rising inflation 
in the UK (currently at 2.8%), which has already 
hit wage growth and consumer spending power.

Our expert team is here ready to help identify  
the problems and provide the solutions.  

Welcome to the  
Winter issue of the  
PKF Francis Clark  
Marine newsletter.

Martin Aldridge 
Partner, PKF Francis Clark



Companies conducting qualifying development work can claim government 
backed tax reliefs of up to a third of the associated costs. Although available  
to any industry sector the reliefs are particularly relevant to the marine industry  
as a technology based sector.

What is eligible R&D?

The definition of R&D is much broader in scope than you might think and can include any work that seeks to  
improve or create a process, material, device, product or service through the resolution of technological uncertainty.

The following are just some example areas within the marine industry likely to qualify for relief:

•   Naval architecture 
-  Concept design 
-  Hull form design, development and trialling

•   Boat manufacture 
-  System integration 
-  New manufacturing process development 
-  Marinisation of components from other industries

•   Equipment manufacture 
-  Propulsion systems design and development 
-  Safety equipment development 
-  Heating, ventilation and air-conditioning systems 
-  Bespoke hydraulic systems

•   Boat repairs and servicing 
-  Development and adoption of novel repair techniques 
-  Development of new devices and/or materials

How does it work?

Once eligible activities have been identified, a company may look back to the last two accounting periods for the  
associated qualifying R&D spend incurred on permanent and temporary staff costs, consumable materials (including 
utilities), subcontractors and software licences.

Relief is claimed in the company tax return and for small to medium sized enterprises (broadly those with fewer than 
500 employees) is given by way of an enhanced deduction from taxable profits and a reduced tax liability of up to a 
quarter of the qualifying spend. If the company has current year losses it may claim a payable cash credit of a third 
of the qualifying spend.

Instead, large companies claim a ‘research and development expenditure credit’ calculated as 11% of qualifying 
R&D spend (c.9% net of tax) and recorded as income in the profit and loss account.

Rewarding innovation

HMRC has several specialist R&D units set up specifically to deal with all company tax returns that include a claim 
for relief. These units will expect to see supporting documentation evidencing that the costs claimed are in respect 
of qualifying R&D and fall into qualifying categories of cost.

PKF Francis Clark have a specialist innovation and technology tax group (ITTG) familiar with preparing claims in the 
marine sector with an enviable success rate. Our experience and understanding of the complexities of the regime 
mean that we can help you identify all areas of eligibility, associated with qualifying expenditure.

How PKF Francis Clark can help you



   Actisense
Case study
Actisense

   Actisense

Phil Whitehurst, Chief Executive Officer, Actisense (centre) and Martin Aldridge, Partner, PKF Francis Clark (right) with (left to right)  
Danny Thresher, Head of Sales & Operations; Lesley Keets, Chief Operating Officer, and Grant Bradley, Head of Engineering.
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   Actisense
The Dorset-based company, which celebrated its 20th anniversary this 
year, designs, manufactures and distributes hi-tech electronic equipment 
for the marine industry.

Founded by Phil Whitehurst, Chief Executive Officer, in his  
bedroom, Actisense has grown to become a world-leading, 
multi-award winning company with an international reputation  
for excellence in the space of just two decades.

“We’re a small fish in a small pool with just one direct competitor  
in the world. It’s a niche market which is working very well  
for us” said Phil.

He added: “We’re looking to expand within worldwide  
marine, commercial and leisure markets as well as adapt  
our products for other sectors such as agriculture. I have  
 superb, highly skilled team and feel very confident about  
the future.”

Phil, a chartered electronics engineer, formed Actisense  
after recognising a need for innovative and reliable marine  
electronic equipment.

As a keen sailor himself, Phil felt the potential within the  
leisure marine market was not being met by existing  
companies and set about designing and manufacturing  
an entire range of products.

Utilising over 20 years of specialist experience in the design  
of DSP (digital signal processor) software and hardware,  
in the field of smart sensors and underwater acoustics,  
Actisense is now a market leader in manufacturing intelligent 
marine electronic products.

The company’s advanced working knowledge and understand-
ing of NMEA (National Marine Electronics Association) standards 
has proved particularly beneficial.

It has allowed Actisense to hone and perfect its NMEA  
0183 and NMEA 2000 product designs as well as act in an  
advisory capacity for other manufacturers and developers in  

the industry. 

Actisense’s advanced marine electronic products are  
now exported to more than 70 distributors in 40 countries, 
stretching as far afield as the United States, New Zealand,  
Iceland, China and all of mainland Europe.

Exports account for approximately 85% of the firm’s annual  
turnover. The impressive performance has resulted in Actisense 
winning the ‘Regional Export Business of the Year’ category of 
the prestigious 2017 British Chamber Awards.

The company has also won a range of other awards in recent 
years and is a finalist in three categories of the 2017 Dorset 
Business Awards - ‘Business Leader of the Year’, ‘Company  
of the Year’ and ‘UK Exporter of the Year.’

Actisense employs 18 staff and moved to its current 8,000 sq ft 
facility in Poole last year, more than doubling the size of its  
premises overnight. 

Phil said: “We were literally bursting at the seams. Our new  
facility, which represented an investment of about £650,000, 
gives us plenty of room to grow.”

PKF Francis Clark provide Actisense with a full range of  
accountancy services. Partner Martin Aldridge said: “It’s  
a very impressive company and we’re delighted to count  
Actisense as a client.”

Phil added: “PKF Francis Clark is a very friendly and proactive  
firm which has particularly helped us with Research and  
Development (R&D) claims. 

“R&D plays a key part in our business so to get PKF Francis 
Clark’s expert knowledge and advice is especially useful and 
beneficial to us.”     

   Actisense
  By any measure, Actisense is on the crest of a wave



UKEF

A great source  
of funding support
Whilst the Government may be criticised for inaction 
or uncertainty regarding its policy in certain areas, 
there is no doubt that UKEF (the organisation and 
mechanism through which it supports the working 
capital requirements and certain insurance  
requirements of exporters) has helped a number  
of our clients by providing a guarantee of up to 80% 
of the funding that a Bank provides to the company. 

This significantly increases the amount of facilities 
that can be raised as it reduces the exposure that 
the Bank has to the company. The PKF Francis 
Clark experience has been that UKEF have been  
extremely supportive and provided practical help  
to businesses exporting. 

Combined with new initiatives of further insurance 
cover and even support for those companies  
supplying the companies that are doing the actual 
exporting, UKEF interaction should be high up the 
list of funding solutions under consideration. Recent 
news of extensions to the scheme allowing funding 
up to £2m to be accessible direct from the five main 
UK banks should only assist UK marine exporters 
even further.



Funding options and the changing  
nature of ‘equity’
Today there is a greater range of 
funding options than there has ever 
been - the challenge for business 
owners and senior management 
is to ensure that they select the 
type(s) that are most suitable for 
their business and its trading  
patterns.

Despite reports of uncertainty  
in the economic climate from  
particular economic indicators,  
the supply of debt funding is  
currently plentiful for well presented 
financial proposals. Even with a 
slight rise in The Bank of England 
base rate, the absolute cost of 
many forms of traditional debt 
finance is low compared to historic 
levels.

The combination of the variety  
of funding, its wide availability  
and low rates, enables many 
investments and transactions to  
be undertaken in circumstances 
that historically would have  
restricted the ability to borrow 
funds. Over recent months we  
have continued to assist clients  
with their expansion plans, helping 
them acquire vessels, additional 
manufacturing capacity, parts of 
their supply chain or even their main 
competitors.

For those entrepreneurs that are 
after even more money, or where 

the risk is higher in circumstances 
such as a management buy-out, 
traditionally some form of venture 
capital would have been required. 
Historically, this would have been 
provided as equity, i.e. new money 
was put into the business for share 
capital, with the investor (along with 
the owner-managers) obtaining their 
reward through dividends or when 
the business was sold.

However, over recent years the  
venture capital market has tried  
to reduce its risk and will have 
structured the majority of its  
investments as preference shares, 
with rolled-up dividends rights or 
loan notes - some with escalating 
interest/coupon rates. All of these 
instruments separate the goal 
congruence of the owners and 
investors having the same return 
mechanisms. Some commentators 
may say that this encourages the 
owner-managers to perform even 
better as they will only receive a 
significant reward after the venture 
capitalist has had their prior re-
turn. The reality is that the venture 
capitalist will often obtain the vast 
majority of its return before the 
other shareholders.

However, another way of looking 
at it is that many venture capital 
investments are now mainly a form 
of debt, with the holder having a 

significant proportion of equity as 
well. Fortunately, with the funding 
options continually evolving over 
the last few years, medium-sized 
businesses may now be able to  
access mezzanine funding that was 
traditionally only available to large 
corporates.

Mezzanine funding will take more 
risk than Bank debt and will  
sometimes provide twice as much 
new money. Often a small  
proportion of equity will be  
obtained by the mezzanine funder 
as well, but as a crucial difference 
to venture capital, they will not  
become involved in management  
of the business (unless in  
circumstances of default). The  
overall cost of mezzanine debt  
(circa 10% - 12%) will be far more 
than traditional debt due to the 
higher quantum and risk that it 
is taking, but substantially below 
the target venture capital return of 
30%+.

For those entrepreneurs that have 
confidence in their business and 
can now have the option of both 
mezzanine and ‘equity’, it is likely 
that part of their evaluation of the 
most suitable type of funding will 
include mezzanine, and they may 
well decide that it is a better choice 
for them.





VAT 
VAT Paid Status (VPS) & Brexit

Following robust lobbying, a meeting was held with HMRC and HM  
Treasury, attended by representatives from British Marine and PKF  
Francis Clark where the potential impact of Brexit on the VAT treatment 
of pleasurecraft was discussed. Further to that meeting we set out a 
summary of the background, potential issues and possible treatment 
post-Brexit as a working paper for the Government’s Brexit team to utilise 
in their discussions with their EU counterparts. 

Backstory

For any vessel that is operating within EU waters, the 
owners/users must be able to demonstrate that it has 
what is known as VAT Paid Status (VPS) i.e. that VAT has 
been paid or accounted for at the correct time, place 
and value, or is deemed to be VAT paid. If the  
vessel does not have current VPS and conditions for  
a relevant relief have not been met, e.g. temporary  
admission (TA), an EU Customs authority can assess  
for VAT and could also seize the vessel.

To demonstrate that a vessel has VPS, supporting  
documentary evidence must be held to demonstrate  
that VAT has been correctly paid and/or accounted for 
following the vessel’s most recent chargeable event.

VPS History

One of the biggest issues concerning vendors, brokers 
and potential buyers has been the ability to demonstrate 
that a boat has VPS; the concern is that in the absence  
of demonstrable VPS, the vessel is unable to freely move 
within the EU without risk of challenge by an EU Customs 
authority and the consequential threat of seizure of the  
vessel and/or the imposition of punitive penalties.

Where a vessel is intended for use outside the EU, or 
where ownership and use is by a non-EU established 
entity/person, the VPS is of less relevance (for the latter 
there are mechanisms that allow conditional VAT-free  
entry and use within the EU, such as TA; however, where 
the intention is to have predominant free use and  
movement within and/or EU-based ownership, VPS is  
an essential requirement. 

This has a consequential impact on the value of vessels 
and their ‘sale-ability’ - clearly a vessel with demonstrable 
VPS is much more attractive (and more valuable) than 
one that doesn’t or where the VPS provenance is less 
clear. Indeed, where any finance is to be used to acquire 
the vessel, the finance house will almost always insist on 
the vessel having a copper-bottomed VPS before  
authorisation as part of their lending protocols.

Temporary Admission

Subject to certain conditions, a vessel that does not have 
VPS can be temporarily imported into the EU for private 
use without the need to pay VAT (and where applicable, 
Duty); this is known as Temporary Admission (TA).  
Conditions and restrictions apply.

There is no formal procedure or mechanism for notifying 
use and cessation of TA; mere presence within EU waters 
effectively ‘triggers’ its use and there is only a requirement 
to maintain sufficient records to demonstrate arrival in 
and departure from EU territory.

However, most EU countries, outside of TA procedures, 
do have other requirements for visiting vessels (e.g. UK 
C1331 declaration and Q flag).

Having established that VAT on boats and VPS is a high 
profile, commercially sensitive issue for anybody looking 
to use their vessel within EU waters, we come to the 
matter of Brexit and what happens after B-Day.



Brexit 
Potential impact
By virtue of geography, weather and circumstance, use and operation of pleasurecraft for both social and 
business (charter) reasons within EU waters, in particular northern France and the Med, is extremely attractive, 
therefore having a vessel with VPS that allows full freedom of movement is highly valued.

With the UK’s impending exit from the EU, a number of issues and concerns have been raised, including the 
potential for current VPS boats to lose that status based on geography or ownership, the treatment of new 
sales post-Brexit and the operation of TA for UK registered vessels after any transitionary arrangements cease.

The over-riding concern for the UK pleasurecraft industry is that given the desire to have freedom of  
movement within the EU, potential buyers - both home and abroad - will look to source their vessels from  
EU-based businesses rather than the UK, where VPS is more certain, by-passing the UK market, leading to  
a loss of UK revenue and consequential impact on the ancillary and supporting trades and a potential loss of 
jobs.

Additionally, owners of boats that currently have VPS could potentially see the value significantly decrease as  
a consequence of Brexit and the deemed loss of that VPS, further depressing the market.



Brexit 
The way forward?
UK trade representative bodies and advisors, led by British Marine and PKF Francis Clark, are looking for the 
issues to be made known and discussed at Treasury and Ministry level, to enable meaningful dialogue to be 
held with our counterparts and relevant government bodies in the ‘remaining’ member states, with a view to 
arriving at an agreed protocol, both for the transition period and going forwards. 

In the past where we have had new member states joining the EU (e.g. Malta, Croatia etc.) and indeed with 
the removal of the fiscal borders at the end of 1992, there was agreement that the vessel had ‘deemed’ VPS 
provided the owner could demonstrate that:

•  The vessel was in the relevant member states’ territory as at the date of accession; and

•  VAT had been paid at the appropriate rate in that country in respect of the vessel; or

•  In certain circumstances, the vessel had been in use at a much earlier, agreed, date.

However, as the UK is effectively the first member state to leave the EU, there are no such known provisions  
or procedures on exiting.

A number of thoughts, suggestions and proposals have been aired as to how best to move forwards, but, as 
it seems more likely that we will have a ‘hard’ Brexit, the probability is that the remaining members will treat the 
UK as any other RoW nation and free movement will not be allowed. If this is the case, we would like to see an 
agreement that remaining member states continue to honour and recognise vessels as having VPS where:

•  They are within UK territory and waters as at midnight of the day before B-Day; and

•  They are evidenced as such; and

•  The owners can demonstrate that they have been VAT-paid at that time within the EU or the UK.

If such an agreement iss reached, it is likely that the VPS will only be valid until such time that there is a charge-
able event taking place outside of the EU, e.g. there is a change of ownership outside the ‘new’ EU (e.g. the 
UK).

Furthermore, we would strongly advocate an arrangement whereby if a vessel has current demonstrable VPS 
and is UK owned, but is documented as being within EU territory and waters as at B-Day, should not lose its 
VPS by virtue of Brexit. 

It remains to be seen just how much progress the UK Brexit team negotiators can make on behalf of the  
marine sector, given that this is just one of many voices clambering to be heard and the (to date) rather  
stony resistance being met on all fronts; but we would hope that once the posturing has receded and a  
little perspective provided, our EU cousins will see that agreeing and having in place arrangements for  
pleasurecraft, whereby there is clarity and all parties benefit, is good for us all…we wait with baited breath! 

What next?



Please visit our website for your local office expert 
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Considering outsourcing your payroll?
Over the last five years the  
perception of outsourcing  
services has changed. 

Most employers are now looking to 
cut costs and the focus is on areas 
that would normally be a cost to  
the employer, such as payroll. 

If you look at the cost of employing 
a payroll administrator, providing 
office space, payroll software and 
having back up should they be sick 
or leave, the figures mount up to a 
considerable sum. 

The actual payroll role has also 
grown as more and more legislation 
piggy-backs onto payroll such as 
national minimum wage, auto  
enrolment, the gender pay gap  
report and the apprenticeship levy. 

No longer can the payroll function 
be done by a person who is not 
skilled in these areas or has the 
ability to keep on top of new  
legislation as it happens. The  
penalties alone for getting any of 
this wrong can be huge, and you 
also run the risk of having upset 
employees who may seek  
employment elsewhere.

Payroll can also be a great source 
of ‘business intelligence’ to an 
employer. 

•   Do you know what overtime is   
being paid each month, is the  
reason viable or do you need to 
look at your staffing resources? 

•   Do you know which department 
within your company has most 
sickness, again is the reason  
viable or do you need to  
intervene? 

The way data can be produced 
from your payroll figures will give 
you all this information and more, 
and most providers are able to  
journal this information for you in  
a format suited to your accounting 
software.

The choice of payroll provider is 
often confusing and needs to be 
done with care. 

Recommendation and  
accreditation are a must as this 
means the provider should have  
all the necessary experience,  
skills and insurance cover to  
ensure you get the service  
required. 

Ask lots of questions and make 
sure that you are happy with  
what you sign up for. 

In turn, an experienced payroll 
bureau should also be asking  
the same type of questions and 
more during the scoping meeting 
and, wherever possible, opt for  
a parallel run before you go live 
with the new provider.

Once this has been done you will 
have sourced a stress free service 
provided by highly skilled people 
for a fraction of the cost of  
running an in house service.

If you would like to know more 
about outsourcing your payroll,  
let us know and we will be 
pleased to help.


