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There is a lot to discuss in this issue 
as we sail into the summer months, 
traditionally the busiest time of year for 
much of the sector.

With the good ship UK having left 
harbour and navigating a course 
towards the uncertain waters of Brexit 
at a rate of knots, we are facing an 
unprecedented future.

But the marine sector remains on 
the crest of a wave and we offer 
plenty of advice in this newsletter for 
businesses, not least a handy checklist 
for importers.

We look at investing for growth and 
the innovation that keeps the industry 
shipshape - and why research and 
development (R&D) tax credits are an 
important way of recompensing costly 
development work.

Remember - just because it’s what  
you do, doesn’t mean it’s not R&D -  
it could well qualify. There’s nothing  
to lose by having a chat with us at  
PKF Francis Clark.

We could also help you to fathom 
out how tax is going digital, with an 
electronic future for VAT within the next 
12 months. While on the subject of 
VAT, the EU is getting tough on official 
schemes - what effect will this have?

You will also find articles on the 
national minimum wage, investing 
for pensions and capital allowances 
and first year tax credits within this 
newsletter.

As always, the PKF Francis Clark team 
of experts has a hand on the rudder to 
help you identify business problems 
and guide you through the solutions.  

Finally, with the European racing circuit 
now in full flow, we would like to wish 
competitors all the best.



The new overarching 
‘risk to capital’ 
condition is meant 
to take a principled 
approach to reduce 
opportunities to use 
the schemes for tax 
motivated investment. 
It will enable the 
Government to avoid 
excluding further 
specific types of 
activity, which would 
risk excluding genuine 
entrepreneurial 
businesses. 

A new condition will 
be added to the EIS, 
SEIS and VCT rules to 
exclude tax-motivated 
investments, where 
the tax relief provides 
most of the return 
for an investor with 
limited risk to the 
original investment. The 
condition depends on 
taking a ‘reasonable’ 
view as to whether an 
investment has been 
structured to provide 
a low risk return for 
investors.

The condition has 
two parts: whether 
the company has 
objectives to grow and 
develop over the long-
term (which broadly 
mirrors an existing test 
with the schemes); 
and whether there is 
a significant risk that 
there could be a loss of 
capital to the investor 
of an amount greater 
than the net return. 
The condition requires 
all relevant factors 
about the investment 
to be considered in the 
round.

Relevant investments
The definition of a 
‘relevant investment’ 
will be amended 
to ensure that all 
investments, including 
all risk finance 
investments made 
before 2012, are 
counted towards the 
lifetime funding limit for 
companies receiving 
investment under the 
tax advantaged venture 
capital schemes. The 
limit is £12 million 
for most companies 
and £20 million for 
knowledge-intensive 
companies.

Artificial inflation of 
share prices
The Government has 
said it will continue 
to monitor whether 
EIS and VCT funds 
are causing artificial 
inflation of share 
prices and the use of 
structures involving 
liquidity preferences, 
taking action against 
behaviours against the 
spirit of the schemes if 
necessary.

Venture capital trusts
To ensure that tax-
advantaged VCTs 
continue to focus on 
long-term investment in 
higher risk companies 
that intend to grow and 
develop:

•  From 6 April 
2018 certain 
‘grandfathering’ 
provisions will no 
longer apply to new 
investments; 

•  30% of funds raised 
in an accounting 
period will be required 
to be invested in 
qualifying holdings 
within 12 months 

after the end of the 
accounting period;

•  qualifying loans will 
be required to be 
unsecured and to 
ensure that returns 
on loan capital above 
10% represent 
no more than a 
commercial return on 
the principal;

•  from 6 April 2019, 
the time VCTs have 
to reinvest gains 
from investments will 
double from six to 12 
months; and

•  the proportion of 
VCT funds that must 
be held in qualifying 
holdings will increase 
from 70% to 80%.

An anti-avoidance 
rule currently restricts 
income tax relief 
where a VCT buys 
back shares from 
an investor and the 
investor subscribes for 
new shares in the same 
VCT within a six month 
period (a form of ‘bed 
and breakfasting’). It 
also restricts income 
tax relief for investors 
who sell shares in one 
VCT and subscribe for 
new shares in another 
VCT within a six month 
period, where those 
VCTs merge.

A new measure will 
ensure that income 
tax relief will no longer 
be withdrawn where 
the relevant VCTs 
merge more than 
two years after the 
latest subscription 
for shares, or do so 
where it is not one of 
the main purposes of 
the merger to obtain a 
tax advantage. It will 
take effect for VCT 

subscriptions made on 
or after 6 April 2014.

Knowledge intensive 
companies
For shares issued and 
new qualifying VCT 
investments made on 
or after 6 April 2018, 
the annual limit for 
individuals investing in 
knowledge-intensive 
companies under EIS 
will be increased to 
£2 million, provided 
that anything above 
£1 million is invested in 
knowledge-intensive 
companies. The 
annual EIS and VCT 
limit on the amount 
of tax-advantaged 
investments that a 
knowledge-intensive 
company may receive 
will be increased to £10 
million. 

In addition, the 
‘permitted maximum 
age’ rules will be 
amended to allow a 
knowledge-intensive 
company to use the 
date from which 
its annual turnover 
exceeded £200,000, 
instead of the date of 
its first commercial 
sale, when determining 
the date from which 
the end of the initial 
investing period is 
calculated. During 
2018, the Government 
will also consult on 
a new knowledge 
intensive EIS fund 
structure with further 
incentives that would 
enable the use of 
capital over a long 
period (as part of the 
Government’s response 
to the patient capital 
review).

The Government always intended the venture capital schemes (EIS, SEIS and VCT) to be 
focused on support for companies with high growth potential. Recently, it has noted that 
a number of companies have been geared toward protecting capital invested partner than 
growth, which runs counter to the policy objective for these investment reliefs.

Enterprise investment schemes and venture 
capital trusts  
 - powerful tax planning tools!



When does it start and what does it mean for me?

Making Tax Digital (MTD) is the most fundamental change to the administration of the tax system for at least 20 years, 
with VAT accounting and reporting set to be leading the charge as the first phase. This is part of the wider Government 
agenda to transform the tax system into a modern digital one, making it easier for businesses to get their tax right and 
keep on top of their affairs.

Incentive to invest 
in innovation
The research and development expenditure credit (RDEC) 
was introduced for companies undertaking qualifying activity 
and incurring qualifying expenditure from 
1 April 2013. It was introduced as a 
standalone credit to be brought 
into account as a receipt in 
calculating profits. The current 
general rate is set as 11% of 
qualifying R&D expenditure.

For profit making companies the 
credit discharges the corporation 
tax liability that the company would 
have to pay. Companies with no 
corporation tax liability will benefit from the 
RDEC either through a cash payment or a 
reduction of tax or other duties due.  
The rate of the R&D expenditure credit was 
increased from 11% to 12% for expenditure 
incurred on or after 1 January 2018.

VAT registered businesses operating with 
taxable turnover above the VAT registration 
threshold (£85,000 until at least 31 March 
2020), will be required to keep digital 
accounting records and file VAT returns 
using MTD-compliant software from April 
2019 (the first VAT period starting on 
or after 1 April 2019). Taxable turnover 
includes income from standard rated, 
reduced rated and zero rated supplies,  
but excludes income from exempt or  
non-business supplies.

Businesses registered for VAT but 
operating with turnover below the VAT 
threshold will not be required to keep 
digital accounting records or to file VAT 
returns using MTD-compliant software 
until 2020 or later (although they can do 

so voluntarily). The current online method 
of VAT return submission via HMRC online 
services will not meet the requirements of 
MTD but will continue to be available until 
at least spring 2020 for those taxpayers 
who are below the VAT registration 
threshold.

In short, Making Tax Digital for VAT 
(MTDfV) will not change what is submitted 
to HMRC, just the way in which it is 
submitted. The accounting software 
package used will be required to upload 
the VAT return information from the 
software directly to HMRC’s portal.

Many businesses use spreadsheets to 
prepare VAT returns and keep records. 
HMRC has indicated that the use of 

spreadsheets will still be permitted but 
that in order to be MTD-compliant, 
the spreadsheet must digitally link to a 
software product which uploads the data.

If you do not currently prepare VAT returns 
via a software package, or with the use 
of spreadsheets, our Cloud Accounting 
team are currently actively working with 
software providers in the lead up to 
MTDfV and can provide further guidance 
in this area.

For non-VAT registered businesses, 
MTDfV will only become relevant if they 
become VAT registered, although as MTD 
is rolled out across other taxes, there will 
inevitably be an impact further down the 
road. 

Making Tax Digital
- electronic future for VAT within a year



What the list doesn’t tell us is how these underpayments arose. 
Although some employers may have simply paid incorrect rates 
to their employees, a lot of the underpayments arise due to the 
complexity of employment legislation.

Employers can inadvertently underpay employees by simply making 
deductions through the payroll or requiring employees to provide 
specific clothing or equipment to allow them to work. Recent 
high profile cases have included Wagamama and TGI Fridays. 
Wagamama has a requirement that staff wear black jeans or skirts 
to work to match their company-supplied t-shirts - in the case of TGI 
Fridays it was black shoes.

They were both found to be paying their staff less than the NMW 
because stipulating items of clothing made these a ‘uniform’ 
requirement. Because staff had to supply part of their own uniform, 
this reduced their pay and they failed to meet the NMW requirements 
as a result.

Despite the dress codes being very broad, this still gave rise to a 
NMW issue and serves to illustrate how the regulations are about a 
lot more than just how much is paid and how easy it can be to fall 
foul of them.

A recent list published by HMRC shows how easy it is for 
employers to make mistakes, with 179 employers being fined 
for underpaying their employees. The list includes a range of 
employers in a range of industries, from large national chains 
through to small individual businesses.

Our experts can help you navigate these tricky waters.

PKF Francis Clark’s Cloud and VAT teams 
will be more than happy to answer queries 
relating to MTD and provide relevant 
guidance and assistance.

Where can I get further 
information about these 
changes?

Be(a)ware

National minimum wage

Although HMRC anticipates that most 
software companies will enhance their 
existing products to become MTDfV 
enabled, only a few are currently at a 
stage that can be readily applied. HMRC 
is currently running a pilot exercise where 
participating businesses and agents are 
using software to keep digital records and 
submitting their VAT returns using MTDfV 
enabled software, to allow the service to 
be tested ahead of mandation next year.

In the meantime, VAT registered 
businesses will need to review their own 
accounting, reporting and VAT recording 
and submission mechanisms, monitor 
the progression and availability of MTDfV 
enabled software and consider how they 
will need to transition to the new system.

What happens next?



If you would like to make sure you’re making the 
most of your pension savings, contact us for a no 
cost initial meeting with PKF Francis Clark Financial 
Planning to discuss your options.

Loss making companies are 
currently able to surrender 
the losses attributable to 
enhanced capital allowances 
(100% first year allowances) on 
designated energy-saving or 
environmentally-beneficial plant 
and machinery in exchange 
for a cash payment, known 
as a first year tax credit, from 
the Government. A loss may 
not be surrendered as a first 
year tax credit if it could be 
set-off against the company’s 
own taxable profits in the loss 
making period or surrendered as 
group relief. Eligible losses are 
those from a trade, an ordinary 
property business, an overseas 
property business, a furnished 
holiday lettings business or from 
managing the investments of an 
investment business.

The first year tax credit is currently 19% 
of the loss surrendered subject to an 
upper limit which is the greater of:

•  the total of the company’s PAYE and 
NIC liabilities for the period for which 
the loss is surrendered, or

• £250,000

To balance the five year extension of 
the relief, the rate of eligible claims 
is to be reduced to two-thirds of the 
corporation tax (CT) rate (or an average 
value where there is more than one 
rate in the same period). The two-thirds 
rate will also apply to ring-fence (oil 
and gas) profits, based on the CT rate 
applied to the most recent previous 
chargeable period in which the 
company made a profit in carrying on 
the qualifying activity, or if the company 
has never made a profit in carrying 
on the qualifying activity, two-thirds of 
the small ring fence profits rate for the 
chargeable period.

Where a company’s accounting 
period straddles 1 April 2018, it will 
be necessary to split the accounting 
period into pre- and post- 1 April 
periods to calculate the applicable 
surrenderable loss.

In addition, the energy-saving 
technology list will be amended by 
statutory instrument (in December 
2017) to add new technologies 
and modify existing ones, to reflect 
technological advances and changes 
in standards. The first year allowances 
regime for zero-emission goods 
vehicles and gas refuelling equipment 
is to be extended to 31 March 2021.

This relief, which was due to expire on 31 March 2018, has been extended until 31 March 2023.

Capital allowances and first year tax credits 
extended for five years

Invest well& having multiple pensions doesn’t mean you’re getting  
the best returnsprosper 

It’s not unusual for people to have a number of pensions 
with different pension providers which they have built 
up over many years usually through various periods of 
employment.

These pensions, however, might not be growing as much 
as they could be, and might also be affected by high 
charges. They also may not be invested very well and 
therefore might not be getting the best returns.

Consolidating pensions is an option but one that should 
not be taken without professional advice as it could result 
in loss of valuable benefits such as enhanced tax free cash 
or valuable guaranteed  
growth rates.

For instance, if you have £50,000 in a pension at age 
40 and it grows at 2% a year, by age 65 you could have 
£82,000. Now if that same pension grew at 5% a year, 
by age 65 you could have just over £169,000, over twice 

as much! This is because of the effect of cumulative 
investment growth over a long time period and serves to 
show how important it is to make sure your pension funds 
are invested well as it can make the difference of quality of 
life in retirement.

Assuming you retired at age 65 and wanted to take your 
maximum 25% tax free cash, to give you an income 
into your bank account of £2,000 each month after tax, 
you should be aiming for a total pension pot of at least 
£480,000. If you wanted to retire at 60, then you may need 
as much as £530,000 in a pension to give you the same 
level of income.



Here is a checklist for all exporters, but it should be 
stressed that this is no substitute for expert advice.

Export Invoice: This documents transactions for customs purposes. The 
following should be included - full description of the goods, HS tariff codes, 
consignee, country of origin, marks and numbers, gross and net weights, CIF 
value with any discounts or rebates, incoterms.

Certificate of Origin: This is acceptable proof to the customs authority 
when considering clearance of goods. This document is used to inform 
where goods are manufactured or undergo significant transformation - this is 
‘non-preferential’ origin. Most trading countries accept Certificates of Origin 
issued by official authorities and organisations officially designated by their 
respective governments.

EUR1/Invoice declaration: More commonly known as ‘free trade 
agreements’, this is where the EU has concluded trade arrangements with 
certain non-EU countries to allow exports from the EU to enter at a reduced 
or nil rate of duty. The removal of duties and tariffs mean goods move under 
‘preference’. In order to benefit, the goods must meet the prescribed rules of 
origin as either wholly obtained in the EU, or sufficiently processed, or meet 
specific criteria of a percentage rule.

Certificate of Conformity: Conformity Assessment Programmes ensure 
that products are fully tested in a recognised laboratory and a certificate 
issued before they are shipped to the client country. Most sectors will be 
subject to these, and testing is agreed to international standards. They are 
mandatory for many markets in the Middle East and Africa, and the exporter 
is responsible for costs. 

Certificate of Free Sale: When exporting consumer products, companies 
may be required to provide certification that the products may be lawfully 
sold in the UK and are therefore suitable for other markets. These are 
normally issued for cosmetics, toiletries, detergents, approved disinfectants, 
domestic cleaners, industrial chemicals, chemical raw materials or food 
handling materials - and some marine sector components may well come 
into this category.

Of course, this checklist is by no means exhaustive and is very much 
presented as a guide to the responsibilities faced by businesses in the 
marine sector, or indeed any other, conducting exports.

It cannot be stressed enough that seeking wise counsel from specialists in 
the field will help companies get it right first time and avoid obvious pitfalls.

*Research: Centre for Economics and Business Research survey 
commissioned by Martime UK - https://www.maritimeuk.org/value/ 

The marine sector is a major component of UK plc, directly supporting 
around 187,500 jobs and more than £40 billion in business turnover - as  
well as contributing £4.7 billion in tax revenues.

The latest available figures also show that the 
maritime sector exports £12 billion of goods and 
services, or around 2.3% of the UK total.*

While it is undoubtedly true that UK exports have 
been on the crest of a wave and performing well 
recently, helped by a reduction in the value of the 
pound, there is some uncertainty on the horizon.

This particularly concerns the aftermath of 
Brexit, what sort of deal will be concluded by 
the Government and how future trade relations 
between the UK and EU, and with the rest of the 
world, will pan out.

In a nutshell, the export market is a major 
business sector for the UK marine industry and 
it is a daunting enough prospect for both new 
and seasoned exporters even without the current 
apprehension.

That’s why expert advice should always be the  
first port of call for any business exporting goods.

PKF International is a global family of legally 
independent firms bound together by a shared 
commitment to quality, integrity and the creation  
of clarity in a complex regulatory environment.  
PKF Francis Clark is proud to be a member of  
PKF International and we are here to offer the best 
possible service.

The international network consists of more than 
400 offices, operating in 150 countries across five 
regions, specialising in providing high quality audit, 
accounting, tax, and business advisory solutions 
to international and domestic organisations in all 
markets.

PKF International experts - global expertise with 
local knowledge - can advise on the essential 
checklist to ensure that businesses are meeting all 
legal requirements and can fast track activity. 

There is minimal paperwork involved in trading 
across the EU - an invoice and a packing list 
suffices in most cases together with evidence  
of removal of the goods from the UK. 

The wider world, however, is a little more 
complicated. There may be questions about 
the end user, the origin of goods and their 
classification. There will be different customs 
controls and documentary requirements.

Help at hand for exporters



Over the years there 
have been a number of 
different mechanisms 
that have been employed, 
such as deferment, 
business operation, 
cross-border leasing, 
passenger transport etc., 
with varying degrees 
of success and moral 
legitimacy.

In more recent times a 
number of EU member 
states have either 
established or sanctioned 
officially-approved 
mechanisms, primarily 
involving leasing and 
financing arrangements - 
France, Italy, Greece and 
Malta, amongst others. 
These countries all 
provide officially-backed 
schemes or systems that 
enable a significantly 
reduced amount of VAT to 
be paid on the purchase 
of a yacht (usually through 
a lease-type mechanism), 
on the underlying basis 
that it is presumed that 
to some extent the use 
and enjoyment will be 
outside EU waters - those 
‘use and enjoyment’ rules 
originating from the EU 
VAT Directive itself.

However, having been 
kick-started by the 

Paradise Papers, the 
EU Commission is now 
looking seriously at the 
way some EU countries 
have been operating 
VAT on the purchase 
of yachts, resulting in it 
announcing infringement 
proceedings against three 
member states, Cyprus, 
Greece and Malta, for 
not levying the correct 
amount of VAT on the 
provision of yachts.

If the EU is successful 
in closing down these 
mechanisms, it could 
be a mixed blessing 
for the UK; on the one 
hand there has been a 
view that these provided 
unfair competition to 
the disadvantage of UK 
suppliers and distributors, 
with customers looking 
to purchase from 
Mediterranean-based 
operators - but on the 
other hand, the ability to 
significantly reduce VAT 
also provided a useful 
incentive and flexibility 
used by UK businesses 
to promote sales from the 
UK by way of signposting.

What the announcement 
does do is bring sharply 
back into focus the way 
that a potential buyer 

approaches the purchase 
of a pleasure craft and 
the importance of having 
a clear understanding 
of what they want to 
do with the vessel, 
where they want to use 
it, the extent to which 
they are prepared to 
be flexible and being 
fully understanding of 
any risks that might 
be involved when 
undertaking any sort 
of planning that goes 
beyond simply paying the 
full prevailing standard 
rate in the country of 
purchase. Prior due 
diligence is an absolute 
must.

Although no doubt news 
of the infringement 
proceedings will be 
welcomed in many 
quarters as laying the 
groundwork for a more 
level playing field, for 
others it introduces 
another element of 
uncertainty at a time 
where VAT-Paid Status 
awareness has already 
been heightened and 
the impending arrival of 
Brexit looms with all the 
complexities that is likely 
to bring to the party. 
Watch this space…

Possibly an urban myth, but often reported as being the second question a 
buyer of a boat will ask after “when will it be ready?” is “how do I save the 
VAT?”!

VAT - EU gets tough on official schemes

Jemima Fox

Director 
jemima.fox@ 
pkf-francisclark.co.uk
01752 301010

Scott Bentley

Partner 
scott.bentley@ 
pkf-francisclark.co.uk
01872 276477

Simon Anslow

VAT Partner 
simon.anslow@ 
pkf-francisclark.co.uk
01202 663611

Martin Aldridge 

Partner & Head of Marine 
martin.aldridge@ 
pkf-francisclark.co.uk
01202 663604

Please visit our website for your local office expert 

PKF-FRANCISCLARK.CO.UK
If you would like to be added to, or deleted from our mailing list,  
please contact Peter Finnie, peter.finnie@pkf-francisclark.co.uk  
or sign up online at:

www.pkf-francisclark.co.uk

 We have offices in:

  EXETER NEW FOREST PLYMOUTH POOLE SALISBURY TAUNTON TORQUAY TRURO

01392 667000 01425 610166 01752 301010 01202 663600 01722 337661 01823 275925 01803 320100 01872 276477

PKF Francis Clark is a trading name of Francis Clark LLP.  Francis Clark LLP is a limited liability partnership, 
registered in England and Wales with registered number OC349116. The registered office is Sigma House, Oak 
View Close, Edginswell Park, Torquay TQ2 7FF where a list of members is available for inspection and at www.
pkf-francisclark.co.uk

The term ‘Partner’ is used to refer to a member of Francis Clark LLP or to an employee or consultant with equivalent 
standing and qualification. Francis Clark LLP is a member firm of the PKF International Limited network of legally 
independent firms and does not accept responsibility or liability for the actions or inactions on the part of any other 
individual member firm or firms.

This publication is produced by Francis Clark LLP for general information only and is not intended to constitute 
professional advice. Specific professional advice should be obtained before acting on any of the information 
contained herein. Whilst Francis Clark LLP is confident of the accuracy of the information in this publication (as 
at the date of publication), no duty of care is assumed to any direct or indirect recipient of this publication and no 
liability is accepted for any omission or inaccuracy. Our Privacy Policy can be found at www.pkf-francisclark.co.uk/
privacy-policy. If you have no internet access, please contact a marketing coordinator at one of our offices.

Andrew Killick

Partner 
andrew.killick@ 
pkf-francisclark.co.uk
01392 667000


