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THE FUTURE
OF FOOD
This year our firm celebrates its centenary - since the firm was founded in South Devon in 1919, the
food and drink sector has always played a part in our client base. Over that time the sector has seen
considerable change, most notably widespread consumer access (financial and logistical) to a wide
variety of foodstuffs, the increased diversity of products and their shelf lives, and the introduction and
proliferation of cuisines from all around the world.
As we approach the third decade of the 21st Century and with the evolution of the sector showing
no signs of slowing down, I recently attended a lecture by ‘Dr Food’, Professor David Hughes, Emeritus
Professor of Food Marketing - Imperial College London, on ‘The future of food’. The lecture was
incredibly thought provoking and raised the following interesting points that have ramifications for
food and drink businesses in our region and beyond.
ELEVAT E D CONVE N I EN C E

F O O D T R E ND S

E NVIR O NM E NTAL C O NC ERNS

• A
 n increase in the number of single
households - in the UK, 28% of
all households are single person
occupancy and 40% of all meals
consumed are eaten alone. A
single person has very different
requirements to the ‘traditional’ family
unit

• D
 ecrease in the consumption of
red meat for perceived health and
environmental reasons

• P
 lastics - due to the ‘Blue Planet’
effect, public pressure has led
to widespread promises of an
elimination of all plastic packaging
and single use plastics by 2025.
However, will the public be willing
to wait that long for action to be
taken?

• S
 hopping habits - we shop little and
often. Between 2013-18 the number
of trips to food shops has increased
by 14.3%, leading to a growth in the
convenience sector of 10% over the
same period
• T
 echnological innovation - increasing
consumer choice and changing
the way in which people buy and
consume food, including platforms
such as Uber Eats, Deliveroo and Just
Eat
• A
 mazon Go entering the convenience
market - undoubtedly looking to
disrupt the ways in which consumers
plan and prepare meals.

• Increase in veganism, vegetarianism
and customised diets (gluten/dairy
free). Tesco now gives more of their
shelf space to Quorn products than it
does to lamb
• Increase in the consumption of plant
based protein
• Increase in ‘snackified’ eating - all
about time starvation and eating on
the run
• H
 ealthy ageing - opportunities for
food and drink manufacturers to take
inspiration from the beauty industry
and create products that help people
look and feel younger.

• T
 he green bar is rising - and the
public will not pay extra for it! We
want our food free - free from
antibiotics, hormones and additives.
Consumers want traceability and
transparency - where is the food from
and what does it contain?
• Increase in environmental awareness
- the use of palm oil and soya from
Brazil is no longer acceptable.
Other crops are likely to follow suit.
Consumers are wanting to source,
and buy, more locally produced food.

BU S IN E SS CONCE R N S /
OPPORT UNIT IE S
• T
 ariffs - under a hard, no deal Brexit,
food and drink supply chains could face
an average tariff of 27% (WTO, HMRC
retail economics analysis) which would
be severely disruptive. Although there
could be opportunities to reduce these
tariffs quickly once outside the Customs
Union, the uncertainty is unhelpful
• E
 xports - whilst Brexit brings disruption,
it could also bring innovation and
opportunity. The Government needs
to make a success of our exit, and will
have to support efforts to continue and
indeed increase exports outside of the
EU
• In 2017 40% of our food was imported.
Whilst it is highly unlikely that we would
be able to be fully self-sufficient, when
you hear that we import 16% of all of
the eggs that are consumed - there are
definite opportunities close to home
• D
 isruption to the power of supermarkets
- there are undoubtedly more routes to
market than ever for food brands, and
everyone is looking for the next big
thing in food. The start-up market has
huge potential.

S O WHAT D O WE T HINK T HIS
M EA N S F O R T HE F O O D AND
D R I N K SE C TO R ?
• Innovation remains key - in terms
of product, brand, route to market
and, indeed, the target markets
themselves. Corporation tax
R&D credits are available to fund
qualifying projects and grant
funding opportunities should not be
discounted
• U
 nderstanding business segment/
cost centre profitability and cashflows,
both now and in stress tested
forecasts, will make businesses well
placed to be resilient in times of
change and, therefore, able to exploit
opportunities

PKF FRANCIS CLARK
HAS ADAPTED ITS
AC C O U N T I N G , TA X ,
A S S U R A N C E , C O R P O R AT E
FINANCE AND OTHER
ADVISORY SERVICES TO
PROVIDE SPECIALIST
SUPPORT TO BUSINESSES
IN THE FOOD AND DRINK
S E C T O R , W H AT E V E R T H E
F U T U R E M AY B R I N G .

• A
 ccess to the most appropriate level
and structure of finance facilities is
key
• International trade and the associated
tax, duty and tariff regimes are of
increasing importance, but it should
not be forgotten that the UK market
will remain fundamental to the sector.

NICK FARRANT
PA R T N E R A N D
HEAD OF FOOD & DRINK
n i c k .f a r r a n t @ p k f - f r a n c i s c l a r k . c o . u k

UK AND
SOUTH WEST
FOOD AND DRINK
EXPORTS
The latest UK food and drink export
figures from HMRC make good
reading - in the six months to June
2018, the headline export figure hit
£10.6bn, an increase of 5.1% on 2017
(most recent comparable HMRC
figures, at the time of going to print).
This performance has been fuelled
by growth in the EU27 markets with
an increase of 7.3%, outpacing that of
non-EU countries where the increase
was 1.7%. Ireland remains our largest
market - receiving 18.4% of our
food and drink exports alone. This
is reciprocated, the UK is Ireland's
largest trading partner for food and
drink with 41% of its food and drink
exports or some €4.4bn/annum
coming to the UK (Food and Drink
Federation).
In the South West, the pace of export
growth outstripped that of the UK
average, with exports up 8.7% to
£838m in the first six months of 2018.
Perhaps unsurprisingly, seafood
(£176m) and dairy (£146m) represent
the greatest value goods to the
region (Business Insider).

These figures must, in some way,
reflect the weakening of the pound,
but what is encouraging is that in
most categories the percentage
value figures have increased more
than the percentage quantity,
meaning a continuing drive to higher
value, branded goods - which is very
encouraging.

PKF FRANCIS CLARK HAS THE
EXPERIENCE AND EXPERTISE
TO ASSIST BUSINESSES
W I T H T H E V A R I O U S TA X
AND CUSTOMS DUTIES
R E G I M E S A S S O C I AT E D W I T H
EXPORTING GOODS. WITH
ACCESS TO THE WORLDWIDE
PKF NETWORK, WHEREVER
YO U A R E D O I N G B U S I N E S S ,
W E C A N H E L P.

The Defra International Action Plan
2016-20, seems to be bearing fruit
for the South West, with exports to
China up 31% and Australia up 18% both key countries in the strategy.
However, despite these impressive
statistics, there remains concern
that the rate of increase in exports is
falling behind European rivals such
as Spain, Germany and Denmark
with the Food and Drink Federation
seeking increased government
support for the sector.

DAV E A R M ST R O N G
C O R P O R AT E F I N A N C E D I R E C T O R
david.armstrong@pkf-francisclark.co.uk

THE

B I G D ATA

R E S TA U R A N T S
‘ B I G DATA’ I S B E I N G C H E W E D OV E R BY R E S TAU R A N T S
I N T H E U S TO G I V E T H E M T H E C O M P E T I T I V E E D G E BY
OFFERING A PERSONALISED DINING EXPERIENCE.

An article in the Wall Street Journal
entitled: 'How restaurants are using big
data as a competitive tool', although US
focussed, it will resonate with a number
of businesses here in the South West.
• T
 here was a need for differentiation
- David Portalatin, a food-industry
adviser at market-research firm
NPD Group Inc. put it well when he
said: “Total restaurant traffic is not
growing, so anything restaurants
can do to offer a better customer
experience differentiates them from
the competition.”
• A
 vailability of data - it wasn’t long ago
that such careful attention to diners’
preferences was the province of
small town restaurant establishments.
But the mobile age has changed all
that, allowing chains to develop that
capability, using mobile apps and
digital reservation systems to track
customer preferences and spending
habits and sharing it across their
systems. Some 2.8bn restaurant
orders were placed digitally in the
past year, or 5% of total orders.
There were a number of examples of
the collection and use of data by US
restaurants and cafes:

• U
 se of a cloud-based reservation
system that enables restaurants to
create detailed guest profiles with
notes on everything from allergies to
wine preferences and to share that
data across a company with multiple
sites. This has led to higher guest
satisfaction ratings and increased
levels of repeat visits.
It is clear from our own client
experience that the UK sector, though
perhaps to a lesser extent, is also
embracing this technology.
However, Brandon Hull, sales and
marketing expert and founder of
NextRestaurants, makes the point
though that it is not just about capturing
masses of data, it is how you use the
data that is the key:
“Big data will be a boon for restaurants.
While right now you’re being persuaded
to think about the next consumer-facing
deployment, you need to make - a
mobile app, a mobile payments platform
to accept, online ordering, or even
tablets on tables - you really need to
think about what you’re going to do
with the data you collect from these
funnels. Strong homes start with strong
foundations.”

• O
 ne restaurant’s mobile booking
app asks for the person booking
to indicate dietary restrictions (e.g.
gluten) and then flags which meals
contain those ingredients to the
customer.
• A
 café chain began collecting
customers email addresses when
signing onto in-store Wi-Fi. The data
that was gained, including purchasing
behavior, on an additional 5m
customers will be used to offer those
customers personalised deals.

DAN TOUT
PA R T N E R
d a n .t o u t @ p k f - f r a n c i s c l a r k . c o . u k

FINANCING OVERSEAS TRADE
AN OVERVIEW OF THE OPTIONS
With Brexit negotiations, or non-negotiations, ever present in the daily narrative and, at the time of this article going
to print, nothing has been confirmed regarding trade agreements, it is timely to provide an overview of the main
options for the financing of overseas trade.
FINANCE WITH BREXIT IN MIND

THE FINANCE OPTIONS - AN OVERVIEW

Delays at any border with the UK could well extend the
working capital cycle for importers and exporters - creating
cash flow issues for those business i.e. where there is an
extended delay between parting with cash and receiving
imported goods to sell, or the time between selling goods
overseas and actually completing the order and being in
receipt of the cash.

In 2018 UK export finance (UKEF), the UK’s export credit
agency, entered into a new partnership with five major high
street banks, “allowing smaller businesses to access millions
of pounds in government-backed trade finance directly from
their bank.”

Given the growth in exports and global trade, alongside the
uncertainties around Brexit and the potential disruption this
might bring, the need for finance of overseas trade is likely to
increase. This might also become a concern for businesses
who have not previously needed or considered such finance
arrangements.

UKEF, as part of the Department for International Trade,
provides financial support to help UK companies sell to
international customers. This financial support includes
guarantees to banks to help businesses access bank finance,
even where they’ve reached their credit limit or where the
deal is considered too risky for the banks to take on alone.
With this new partnership for finance up to £2m, SMEs can
access UKEF support directly from their bank, without the
need to apply separately. Provided a transaction meets
UKEF’s criteria, the bank will notify UKEF through a new
secure digital platform.

Some of the options available to importers and exporters in financing their operations are:
FINANCE
OPTION

HOW DO THEY WORK

A D V A N TA G E S A N D W H O I T B E N E F I T S

Documentary
credits/letters
of credits

These are a payment mechanism where a bank or Provides security over payment.
financier will guarantee that a buyer’s payment to
Useful for trading in a new market, unfamiliar region or with
a seller will be received on time and for the correct
a new customer.
amount.
The guaranteed payment provides leverage for
A fee is charged by the bank for supplying the
negotiating improved terms on a transaction due to the
letter of credit and security is often required.
reduced level of risk.

Import finance

Obtain funding against future sales, in order to pay Growing businesses where the proceeds from the last sale
your suppliers up front.
are insufficient to fund the purchases for the next.

Forward contracts Setting the price of exchange rates in advance
and options
to guarantee, or to have the option to exchange,
currencies at a set price. This removes the
downside risk of exchange rate variances.

Trading with countries with a volatile currency or wanting
to fix the costs of a transaction, so that the related margins
are known rather than variable.

Loans

Loans can be tailored so that repayments are
matched to your trading cycle.

Where cash flow can be variable.

Insures the exporter against the risk of not being
paid under a contract.

Provides security over the costs of exporting and can
cover:

Export insurance
policies

Useful where a small number of large orders are
being fulfilled and the timing of payments and
receipts causes significant cash flow swings.

• Insolvency of the buyer
• The buyer's failure to pay
• Political or economic events

I N T E R N AT I O N A L T R A D E R A N D
INTERESTED TO FIND OUT MORE?
It would be a useful exercise to stress test/run scenarios
on your projections to see what pinch points you may
have and if delays do impact negatively on your working
capital cycle.
If you can foresee the need, or the potential need,
to explore some of the above options further, a
conversation with your bank should be the first port
of call.
Also, given the increasing range of ‘alternative funders’
available, consider researching this market either
directly or via a platform such as Capitalise. In either
case, we can assist.

CHRIS EDDOWES
MANAGER
c h r i s.eddow es@ p kf - f r a n c i sc l a r k.c o. u k

CASE
STUDY

OT H N I E L OYST E R S
The business was founded in 1986, by commercial fisherman Gary Wordsworth,
as a clam and cockle farm. It has now developed into the largest oyster farm in
the country, supplying over 30% of the UK’s production. Othniel’s dedication to
producing quality oysters means innovation is key to the company’s success.
Over the years, the team have created new engineering methods which help
the business keep up with the increasing demand.

Based in the heart of Poole, the farm
grows up to 400 tons of oysters every
year on 103 acres of shell beds in Poole
Harbour. The environmental conditions
are perfect for oysters as they are
regularly submerged underneath the
gentle sea waves, with the nutrient-rich
water allowing Othniel’s oysters to grow
faster and more consistently than they
would in other regions.
The oysters begin their journey once
they leave the hatchery at around three
months old, when they are six millimetres
long. The oysters are brought to Othniel’s
floating warehouse, which was converted
into a processing and seeding unit
from what was once the old Sandbanks
chain ferry, which Gary purchased and
anchored just off Brownsea Island. It was
a large expense and a huge decision at
the time, but is now vital to the operation
of the business.
The oysters are nurtured and bought
up to size in seed cages on the floating

processing plant. Once they have grown
to 20mm long, the team of six lay the
oysters on the sea floor for six months
until they reach harvest size, which is
determined by the oyster’s weight.
This is where Gary’s innovative
techniques come into action. Research
and development (R&D) is very important
to Othniel Oysters. It is key to their
business as they are innovating all the
time, and as Gary says himself: “PKF
Francis Clark have been really helpful
with R&D. In the last couple of years
we have looked at different ways of
harvesting and they have been with us
all the way.”
The part dredger, part conveyer, custom
built machine is lowered into the water
where jets of water blow the oysters from
the seabed without damaging them and
onto the conveyor which leads to the
picking station on the boat. Gary’s team
then sort through the shellfish and handpick the correct sized oysters. Those too

small are put back onto the sea floor for
their growth to continue.
The selected oysters then go through
a cleaning process called ‘depuration’.
The oysters sit in tanks full of seawater
and are then sterilised by ultraviolet light
which removes any bacteria inside of
the oyster. This process means that the
oysters can be eaten uncooked. Once
they have been cleaned and packaged,
they are ready to be dispatched. A large
proportion of the produce goes overseas
to countries such as China and Hong
Kong and a select few will land a spot in
some of London’s top restaurants.
Gary said: “We began working with PKF
Francis Clark over 20 years ago. We were
introduced to them when we needed a
grown up accountant and we chose PKF
Francis Clark as they had a variety of
services and people that we can call on.
We do all sorts of things that we don’t
see coming, like buying new companies
and all of our employees are now on the

“Our relationship with the partners (at PKF Francis Clark)
is really great and they have become friends of the family....

...we are dealing with someone who really understands our
business and that really helps”.

EMI scheme for shareholding and we
couldn’t have done this without PKF
Francis Clark.
“Our relationship with the partners is
really great and they have become
friends of the family. We always know
that we can call on them and for odd
things…very odd things sometimes!
We are not dealing with faceless
bureaucrats, we are dealing with
someone who really understands our
business and that really helps.”
Martin Aldridge, Partner at PKF Francis
Clark said: “Othniel Oysters is a prime
example of an innovative food and drink
business. I admire Gary and the team’s
passion, commitment and the attention
to detail that they have, which enables
the farm to create great quality produce.
They have been a client of ours for
over 20 years now and during this
time they have developed massively
and the methods of engineering that
they have come up with have made

Othniel Oysters what they are today. In
addition to assisting the business with
R&D and setting the employees up on
the EMI scheme, we also look after the
business’s tax affairs and accounts.”

GARY WORDSWORTH

GUEST
ARTICLE

USE MAKING TAX DIGITAL (MTD)
AS OPPORTUNITY TO
O P T I M I S E YO U R
BUSINESS PROCESSES!
W H AT S H O U L D YO U B E D O I N G A B O U T M T D ?
W H AT I S M T D ?
On 1 April 2019, businesses
with a taxable turnover above
£85,000 will be required to
file VAT returns through a
MTD compliant platform (the
same will apply to members
of VAT groups from October
2019). There are several
applications available in the
market to suit all sizes of
business dependant on your
needs and requirements.
HMRC are currently working
with over 100+ software
vendors and the list is
growing.

ASTON BYFIELD
G E N E R A L M A N AG E R
R S U LT
aston.byfield@rsult.com

For more information about
Rsult and the products we
can offer, please do not
hesitate to get in touch.

As already mentioned, it is critical you are on a piece
of software which makes you MTD compliant, and as a
business, researching accounting solutions to be compliant
with the new regulations is a must; you cannot delay the
deadline.
H O W C A N YO U U S E M T D A S A N
O P P O R T U N I T Y T O D R I V E YO U R B U S I N E S S ?
MTD is a government mandated legislation, and unavoidable
for the businesses who are eligible. One of the key traits
of the most successful businesses is the ability to take
something which is a disadvantage and turn it into an
opportunity. Embracing MTD could give you the ability to
look at your entire business and to optimise accordingly.
As businesses grow and develop, the way they operate
also evolves. This tends to leave businesses with manual
processes, systems which don’t have any synergy and
no automation. While you are reviewing your accounting
system, it’s an ideal time to understand and review the
supporting applications to see where you can streamline.

A N E X A M P L E O F A N I N E F F I C I E N T S YS T E M W E H AV E S T R E A M L I N E D :
An example of this is EPOS (electronic point
of sales) across the food, drink and hospitality
sectors where we find that these applications
sit alongside the accounting packages, but
are stand alone and not connected. We also
find that these businesses do not tend to have
a purchase invoice reconciliation system and
can receive 300+ invoices a month. They are
manually reconciling card and cash payments
against receipts and, if the business has multiple
sites, they are then extracting information from
the accounting system into spreadsheets to
consolidate the information and generate reports.
There are several problems with this:
• To process all the information from source
through to reporting takes a significant amount
of time and can be quite a costly expense to
the business

• Reviewing the performance of the business
can be more complex and can often result
in businesses looking at stale information as
opposed to more real time key performance
indicators (KPIs).
The pace of improvement of software and
technology for businesses has increased
dramatically over the past five years, there is
now a lot more choice and variety on offer and
functionality has vastly improved. Now is the time
to gain that competitive edge.
Rsult is a software consultancy house specialising
in helping businesses leverage technology to
automate and optimise their business processes,
which can result in saving time and money
allowing businesses to focus on what they do
best - run and grow their business.

CIRCULAR
ECONOMY
IS IT THE SHAPE OF THE
FUTURE FOR THE FOOD
AND DRINK SECTOR?
THE UNIVERSITY OF EXETER IS CONDUCTING
R E S E A R C H I N T O TAC K L I N G T H E I S S U E O F F O O D WA S T E ;
E X P L O R I N G W H AT I S K N O W N A S T H E ' C I R C U L A R E C O N O M Y '.

TRANSFORMING FROM
LINEAR TO CIRCULAR

ECONOMIC BENEFITS

INTERIM RESEARCH FINDINGS

The food and farming industry injects
over £1bn into the UK economy, but faces
turbulent times; setting to one side Brexit
and all that does or doesn’t come with that,
one of the tensions for the industry is the
pressure to maintain growth in production
whilst reducing environmental impact.

The research indicates that adopting a
collaborative CE approach with other
businesses can build business networks,
support local industry, and ultimately
save, and make, money. Defra calculates
that UK businesses could benefit by up
to £23bn per year through low cost or no
cost improvements in the efficient use of
resources. It has been estimated that a
widespread CE approach could generate
a net economic benefit of €1.8 trillion
(£1.61 trillion) across Europe by 2030.

Interim research findings conclude that:

This tension stems from a feeling that
the targets of growth and reduced
environmental impact are mutually
exclusive. This is, in part, arguably the
result of the dominant approach in this
sector being a linear one; where we
dispose of any resources felt to be
‘waste’ in that production process.
Research from the University of Exeter
suggests it is time to transform this linear
approach to a circular one; in what is
referred to as a circular economy (CE).
CE not only recognises the importance
of reducing waste to protect our
environment and resources, but
highlights that waste may actually be
a valuable resource. As the authors of
the research, Professor Mickey Howard
and Dan Eatherley, put it: “CE is all about
moving away from the prevailing linear
approach of ‘take-make-dispose’ and
towards a more regenerative system
where ‘waste’ - be it excess materials,
water or energy - is recognised as
something of value to be reused within
a business - or exchanged with others”

The research indicates that small and
medium sized enterprises (SMEs) in the
South West can benefit in the long term
by adopting a CE approach, rather than
the historical linear, cost-down approach.
By collaborating in waste reduction,
SMEs can build strong networks
between customers, suppliers, and other
businesses, which in turn can promote a
stronger economy.

• M
 any business sectors - not just
agri-food - are on a journey towards
CE maturity
• C
 E offers firms resilience against
shocks to the system, such as
shortages, drought, rising energy prices
• B
 arriers to CE include: time, money,
technical expertise and staff turnover
• O
 pportunities for new markets postBrexit, for example, selling ice cream
to the southern hemisphere during the
winter low season
• R
 emember that ‘traditional’ good
practice already exists e.g. closed
farm systems, redistributing/reusing
surpluses
• A
 ll CE initiatives (i.e. local, regional,
national) merit government support.

RICHARD WADMAN
C O R P O R AT E F I N A N C E D I R E C T O R
r i c h a r d .w a d m a n @ p k f - f r a n c i s c l a r k . c o . u k

CASE
STUDY

E N G L I S H OA K V I N E YA R D
Located six miles from the centre of
Poole and established in 2007, PKF
Francis Clark client English Oak Vineyard,
is a family run boutique vineyard thriving
in Dorset’s stunning countryside. This
supplier of English sparkling wine is
an example of a growing business that
has expanded in recent months whilst
remaining committed to a sustainable,
low carbon footprint, business model.
English Oak began just over a decade
ago when owners Andrew and Sarah
Pharoah, after qualifying in viticulture
at Plympton College in Sussex, planted
23,000 vines on the site's 23 acres.
Plants were carefully selected by the
pair to emulate the diverse, complex and
fascinating blends which characterise
the finest sparkling wine. These include
14 different Pinot Noir, Pinot Meunier and
Chardonnay clones and rootstocks.
The vineyard’s location, perched on a
sunny and elevated position overlooking
the sea and the Purbeck Hills, provides
the perfect location for its vines. This
is due to its distinctive bowl shape that

allows the plants to grow in a comfortable
microclimate. Natural well water, organic
feeds, and state of the art vineyard
equipment, give the plants the best
possible start, which contribute to the
quality of the grapes that are produced.
After the plants have been nurtured
through the seasons and have completed
the eight stages of a growing vine,
the mature grapes are ready to be
handpicked. Once weighed and labelled,
the grapes leave the vineyard and are
transported to the press for their next
stage. After they have been checked for
quality, they are immediately moved into
the winery for pressing, where the juices
are extracted from the grapes, which is
then followed by fermentation, tirage,
aging, riddling and disgorging, before
gracing the wine lists of the local top-end
hotels and restaurants that English Oak
supply.
The business stems from a combination
of Sarah’s experience in horticulture
and love for growing, the creative skill
of highly respected winemaker Dermot

Sugrue and Andrew’s business
development background. Their
combined passion for growing vines
and creating quality wine is what
makes each bottle so special.
Their commitment to environmental
responsibility is something that is very
important to English Oak, who are
founded on principles of sustainability.
From environmentally friendly sensitive
vineyard management to electric
vehicle delivery, they have a care for
the environment at every step of the
process.
Sarah said “A key part for our
business was that we wanted to be as
sustainable as we could. We wanted
to deliver our products by electric
vehicle to reduce our carbon footprint,
however this was something that at the
time we didn’t know anything about.
PKF Francis Clark provided us with the
good advice we needed in making this
step toward our business goal.”

"PKF Francis Clark
provided us with the
good advice we needed
in making this step
toward our business goals"

ANOTHER BRANCH TO THE VINE
English Oak have undergone
diversification, becoming a venue
that’s perfect for both business and
pleasure. The vineyard, which is seen
as ‘Dorset’s best kept secret attraction’
is now a popular destination for
tours, weddings, corporate meetings
and private parties which has really
accelerated the business.

He comes out to us, making regular
visits, which we find really important.
It helps that he also likes our end
product - delicious English quality
sparkling wine!”

Being a local business committed
to serving and supplying the local
community, having someone local that
they could call upon was something
that was very important to Andrew and
Sarah.

Andrew Pharoah added “Because they
understand our business, they really
work closely with us. They give us
tax advice and advice on investment
opportunities whilst we are expanding
the business. We are always looking
for more opportunities here at the
vineyard and we look forward to
continuing to work with PKF Francis
Clark on these.”

Sarah explained “We started using
PKF Francis Clark as they are nice and
local. Our previous accountants were
quite remote and we wanted someone
who fully understood our business.
Our PKF Francis Clark partner is
superb and provides a super service.

Martin Aldridge, PKF Francis Clark
partner said: “English Oak is a much
respected wine brand and we
admire Andrew and Sarah’s passion,
commitment and talent. We are
pleased that we exceed their needs,
being a local firm able to take regular

visits to understand the business and
provide them with the service that they
need to be the best business they
can be - something that their previous
accountants couldn’t offer, being so
remote. As well as having guided them
through their electric car purchase on
their journey towards a sustainable
business, we advise on tax planning.
We also consult Andrew and Sarah
on investment decisions and provide
specialist support when required to
assist with future strategies and the
growth of the business.”

KEY THEMES IN TRANSACTIONS IN
THE FOOD AND DRINK SECTOR IN 2018
• The

South West has great brand provenance for food and drink that is nationally and
internationally recognised
• Small businesses are not afraid of equity
N AT I O N A L LY A N D I N T E R N AT I O N A L LY
RECOGNISED PROVENANCE
One transaction headed up by PKF Francis Clark
Corporate Finance partner, Paul Crocker, that was
given national recognition during the year, was
the sale of County Confectionery Limited to the
wholly-owned subsidiary, NIC Enterprises Limited,
of Scandinavian headquartered Orkla Foods Group.
The deal was named Insider Magazine’s 'deal of the
month' for November 2018. County Confectionery
Limited was a long standing client of PKF Francis
Clark with a reputation for innovative manufacturing
and counts a number of the supermarket chains
amongst its customers.
Tor Osmundsen, the CEO of NIC Enterprises Limited
commented on the rationale for the deal saying:
“County has a long history of manufacturing highquality fudge and chocolate products. Orkla Food
Ingredients and County are a good strategic fit, and
the acquisition complements Orkla Food Ingredient's
position as a supplier of ingredients and accessories
to the UK bakery, chocolate and ice cream market.”
There is also at least one other transaction in the
pipeline where an internationally headquartered
food group is looking at acquiring one of our clients,
whose product lines complement their existing
offering. We also had a national business looking to
acquire a South West food and drink brand to market
on a national and international scale with Liverpoolbased Halewood International adding Cornwall
originated Dead Man's Fingers Rum to its portfolio.

AS ALWAYS, I F YO U H AV E A N Y Q U E R I E S
REGARDI N G E QU I T Y O R A N Y OT HE R
FUN DI N G, DO N OT HE S I TAT E TO G E T
IN TOU C H W I T H YO U R U S UA L P K F
FRA N C I S CL ARK A DV I S E R O R A M E M BE R
O F O UR CORP OR AT E FI N A N C E T E A M .

NICK FARRANT
PA R T N E R A N D H E A D
OF FOOD & DRINK
nick.farrant@pkf-francisclark.co.uk

SOUTH WEST FOOD & DRINK
E N T R E P R E N E U R S H A V E A TA S T E F O R
EQUITY (AND THE CROWD)
Despite the prominence of equity finance being
lower for UK SMEs than in Germany or the USA for
example, the food and drink sector does appear to
have an appetite for equity and there are a number
of sources for this equity.
One of the most famous exponents of crowdsourced equity is the drink busines, Brew Dog - a
client of PKF UK & Ireland partner firm, Johnston
Carmichael, which has arguably paved the way for
other craft beer producers, and now increasingly
spirit distillers, to see the crowd (their consumers)
as brand ambassadors and sources of expansion
finance.
A look at the Crowdcube site on any given day
will show that food and drink businesses are
well represented and getting funded; showing
crowd funded equity to be popular with both the
entrepreneurs and the crowd investor community.
This is not the only route to equity being
investigated by our food and drink sector clients.
We have a number looking at business angels and
private equity - to fund expansion, with growth
in market share an objective as a precurser to a
planned exit. An exit in which they will hopefully
be able to leverage value from their South West
provenance…
Johnston Carmichael has also seen recent activity
in the equity market in Scotland, with two notable
examples being the equity fundraise for Holyrood
Distillery to develop a single malt whiskey distillery
in Edinburgh, and provision of equity growth
funding to Fierce Beer from Southern Cross
Beverages.
This trend looks to continue in 2019 with further
consolidation and national roll out of South West
originated food and drink businesses. We look
forward to advising on these transactions as well
as assisting the next generation of food and drink
businesses in their finance raising.

A N D F I N A L LY,
A F E W VAT R E M I N D E R S
On-site catering
Here is a reminder that whilst cold
takeaway food can be zero-rated
(unless it is a product that is always
standard rated such as beverages,
sweets, crisps etc.) any food or drink
that is sold hot or for consumption
‘on the premises’ is liable to VAT
at 20% if sold by a VAT registered
business.
The question arises of where ‘the
premises’ actually are when an event
is not held in a traditional outlet, such
as a market, festival or similar? In
these cases, the stall itself and any
facilities provided by that business
falls within the definition of premises.
Any common seating areas available
to the public and not specific to
one or more food retailers are not
included within that meaning and any
food consumed in such areas would
not be seen as ‘on-site’ catering.
Hot food?
We still see many examples of
businesses who are unclear on
when their supplies are regarded as
‘hot food’.
‘Hot’ simply means that the food is
sold when it is above ‘the ambient air
temperature’ and therefore standard
rated when any of the following tests
apply to any part of the food:
• It has been heated to enable it to
be consumed hot
• It has been heated to order
• It has been kept hot after being
heated
• It is provided to the customer in
packaging with heat retaining
properties - even if it was not
designed for that purpose
• It is marketed in any way that
indicates that it is supplied ‘hot’.

So, for example, bread that is sold
as ‘fresh out of the oven’ would be
standard rated as implying that it
would be ‘hot’, whereas bread that is
held out for sale as ‘fresh’ would be
zero-rated (subject to meeting all of
the other tests).
VAT liabilities
The VAT liability of food is fraught
with complexity and potential banana
skins.
When looking to expand product
offering, it is important to at least
consider the VAT liabilities. An
indication of the complexity of the
VAT considerations and how far
HMRC is willing to take an argument
is in the example that follows.
The VAT rules allow for biscuits to
be zero-rated unless they are wholly
or partly covered with chocolate or
some product similar in taste and
appearance.
HMRC allows minor concessions
in some cases such as allowing a
gingerbread man to have ‘a couple
of dots for eyes’ made of chocolate,
but if that extends to a chocolate
nose or smile as well as the eyes,
the product no longer qualifies and
is standard rated. HMRC does not
comment on non-gender specific
gingerbread people or how big a
‘dot’ is so there is always an element
of jeopardy if chocolate is used to
decorate biscuits.
During a recent VAT inspection,
HMRC challenged the use
of Smarties for buttons on a
gingerbread man as it regarded
this as resulting in a chocolate
covered biscuit. On that occasion
we successfully argued that as
the chocolate was in the centre of
the sweets (within a sugar coated
shell) that chocolate itself was not
‘covering’ the biscuit…

P LE ASE CO N TAC T O U R VAT TEA M I F YO U
T HINK YOU WO U L D B EN EF I T F R O M A
R E VIE W O F TH E VAT L I A B I L I TY O F YO UR
P RODUCTS O R H AV E A N Y OTH ER Q U E R IE S

MARK BISHOP
V A T C O N S U LT A N T
m a r k. bi sh op @ p kf - f r a n c i sc l a r k.c o. u k

S HA RE DA M B IT IO N
Why do we talk about Shared Ambition?
It's simple.
YOU'RE A BUSINESS THAT MADE EVERY PENNY COUNT.
SO ARE WE.
YOU INVEST IN MAKING YOUR PEOPLE EVEN BETTER
THAN THEY ALREADY ARE.
SO DO WE.
WHEN YOU GET A CHANCE YOU LIKE TO LOOK UP FROM
THE NEXT 12 MONTHS AND IMAGINE THE NEXT DECADE.
SO DO WE.

pkf-francisclark.co.uk
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