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elcome to the Winter edition of our Food & Drink newsletter, which comes to you early in what we
hope is a more politically and economically certain year than those of the recent past. This uncertainty
has hit investment, and arguably, productivity and long-term growth and we very much look forward to the
steadying of the ship - although there may be some choppy waters in the interim!
The Conservative manifesto contained a promise to conduct a national food strategy and we will wait with
interest to see what that will contain and we will look at this in detail at a later date.
The general election campaign raised many questions of great relevance to food and drink businesses. We
have looked at a number of these in previous editions and we make no apologies that we continue in this,
our latest offering.
Brexit

With a large working majority, Boris Johnson has promised to
achieve his much repeated slogan to ‘get Brexit done’. Whilst
there seems little doubt that we will indeed leave the EU on 31
January 2020, it is still unclear as to the nature of the trading
relationship with our largest export market.
As Mr Johnson has promised to enshrine in law that we leave at
the end of 2020, it seems clear that a no-deal Brexit cannot be
taken off the table. Liam Dushynsky, who heads our customs duty
team, highlights those actions you can take to work towards as
smooth as possible a transition for exporting and importing both
commodities/ingredients and finished goods from the EU.
It is crucial to the sector that favourable deals are struck, with both
the EU and the rest of the world. We will, of course, be keeping a
close eye on developments here.

Labour supply

According to the Food and Drink Federation, over a quarter of
the total sector workforce comes from the EU, and the sector
will need 140,000 new recruits by 2024. With a points based
immigration system potentially being implemented, there will
undoubtedly continue to be pressures on recruitment and
retention, as well as further investment in technology to improve
productivity levels.
As a firm we will continue to bang the drum for businesses to
utilise the generous R&D tax relief scheme. Sarah Boyes, R&D
specialist and engineer, looks at the opportunities available to
food and drink businesses.

Environmental issues

Whilst Brexit was at the forefront of the election, environmental
concerns also played their part and with Michael Gove remaining
at the heart of government, the reduction in the use of plastics
and promotion of sustainable farming practices will continue.
In this edition, I look at the plastics tax, which is due to be
implemented in 2022 and what effect this could have on the
industry.

Pressures on the high street

Other key issues

We have also taken the opportunity to address other issues that
are of real concern to the sector:
Cyber security - a key risk area to food and drink businesses,
Peter Lannon, one of our cyber experts, examines the issues
around good governance for cyber security.
National minimum wage - our firm as a whole, and the food
& drink team in particular, are delighted to welcome Steve
Ashworth, a well-known figure in the sector across the South
West. Steve’s day job is as employment tax and reward expert
and he looks here at the national minimum wage. It is important
from a compliance and reputational perspective to stay the right
side of the legislation. Steve highlights those areas where it is all
too easy to fall foul of the rules.
HMRC focus on restaurants - HMRC is continuing to target
restaurants for the underpayment of taxes. As a firm we have
seen numerous tactics that HMRC is employing to achieve its
aims. We have been successful in arguing on the behalf of the tax
payer, where assumptions have been made that are questionable!
Mark Bishop, a member of our VAT team, highlights the issues
and how we can help if HMRC comes knocking.
I would also like to highlight two fantastic client case studies in
this edition. Mindful Chef, a client of mine, has seen fantastic
growth over the past few years. Their story, and their approach
to business is inspirational. Meadowbrook Catering, a client of
our Poole office, embody what a true family business is all about,
expanding from the original, highly successful restaurant business
to an equally successful butchery, small holding and catering
business, involving the whole family - a fantastic story.
On the following page, I look at what we believe are going to be
some of the key trends for 2020 and, as always, we are here to
support businesses as the sector continues to evolve. We pride
ourselves on working with businesses from field to fork and
beyond, working closely with specialists in our agriculture and
leisure & tourism sectors, to provide our clients with an end to end
service.

The Queen’s Speech on 19 December announced plans to
reduce business rates - which has been an issue for businesses
for a long time and will no doubt be welcomed by food and drink
businesses, particularly those in the retail and hospitality sectors,
where rates are particularly onerous.
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12 FOOD AND DRINK
TRENDS FOR 2020
We have just finished what was an incredible decade for the food and agricultural
industries. So looking ahead, what does the next year hold? These are the key trends
that I have picked out for 2020.
1- T
 he rise of non-alcoholic craft beers and
mocktails alongside innovation in ‘hard seltzers’
and spirit bottlings - will spiced rums overtake
gins this year?

7 - The future of food from a global perspective is
increasingly being driven by the demand from
growing markets like Africa, China and Brazil will food and foreign policy converge in 2020?

2 - Ongoing rise of plant-based products - in
particular meat alternatives and especially in the
fresh snacking sector. 2020 might be too soon for
‘bio-manufacturing’ to become mainstream but
it could see greater investment and commercial
development.

8 - E
 nvironmentally conscious food and drinks brands linking environmental responsibility and
product provenance with a greater emphasis on
buying regionally - so in the South West we are in
a great place!

3 - ‘Food as medicine’ backed by clinical validation
including personalised nutrition solutions. As a
slight aside to this, will CBD products in foodstuffs
become more widespread? Will 2020 see the
rise of adaptogens - plants that help deal with
stress rather than the likes of stimulating caffeine,
sugars and other processed energy food?
4 - Production and processing automation,
including robotics, will continue to be a key focus
for businesses and their existing or potential
investors as access to labour continues to be
one of the biggest challenges.
5 - Harnessing the power of data and emerging
technologies like Artificial Intelligence (AI) will
enable businesses to meet the needs of today’s
consumers like never before - bringing them
healthier, more diverse and tasty food at a lower
cost whether at home or in restaurants. The
challenges on restaurant margins will support
ongoing tech adoption among operators, attracting
and extracting more margin from customers.
6 - Tariffs and trade interruptions - Brexit trade
negotiations during 2020 could lead to more
currency swings impacting, for example the wine
trade, and in particular, dairy product pricing in
the UK to diverge from global trends.

9 - More sustainable seafood will continue to be a
focus - 2020 may see a move away from prawns
and farmed salmon to more widespread use of
less familiar ‘locally’ caught species.
10 - The impact of climate change is clearly a longerterm issue which will necessitate reduction of
resource use in food and drink businesses - and
for the wine producing regions the impact of
climate change is likely to continue to be felt in
2020.
11 - Consumers will increasingly consider the
sustainability of packaging in food purchasing.
12 - Growth in UK domestic milk production in
2020 is expected to be limited due to a smaller
dairy herd and, according to the Agriculture &
Horticulture Development Board (AHDB), lower
growth yields. Although dairy consumption
showed growth in 2019, with losses in liquid
milk consumption offset by growth in cheese
and yoghurt, this growth may well continue in
2020 but with further product innovation and
proliferation of cheeses and other cultured dairy
food products, such as in Kefir.
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STOP PRESS!
Latest round of RDPE Growth Programme funding is live.
Key points:
• Deadline for expressions of interest is 16 February 2020
• Grants available for food producers looking to invest in capital items to grow the business and create jobs
• Grants for small businesses in rural areas
• Grants for larger businesses if produce Annexe 1 product
• Complicated!
Read our blog for more details pkf-francisclark.co.uk/blog/rdpe-growth-programme-the-details-are-out/

R ES EAR CH
A ND
DEVELO P ME NT
TAX RE LIE F
The opportunities available
for food and drink
businesses...

HMRC released research and development (R&D) tax
relief statistics in October which show the South West is
outperforming the national picture.
Across the UK, the value of claims grew by 14% from 2015/16 to
a total of £4.4bn in 2016/17. The South West grew by 28% over
the same period to £230m. It also looks as though the region will
continue to show strong growth in 2017/18 with the most recent
figures, released in October, only £5m behind the previous year
and there was still until the end of the year to claim.
So what does this actually mean to a food and drink business?
The Government regards investment in R&D as crucial to
economic success and R&D tax relief is designed as an incentive
for UK companies to invest in innovation to improve efficiency and
productivity. The relief can be extremely generous and enables
the company in question to accelerate its R&D programme and
invest a greater proportion of its profits into such things as hiring
new staff or investing in new machinery.
Unfortunately, it is not possible to extract the full food & drink
sector figures from the headlines. Whilst manufacturing accounts
for over a quarter of all R&D claims, and the sector undoubtedly
contributes to this figure, ‘accommodation and food’ contributes
only 0.4% of the total - which is not so impressive!
The biggest challenge faced is that a lot of businesses don’t
believe R&D relief would apply to them. However, it is proven
time and again that it does. The scheme was launched in 2000
and since then, over 300,000 claims have been made overall
and £26.9bn of tax relief has been claimed; all of which has
contributed a significant cash flow boost to the claimants and
is something that really shouldn’t be ignored, or put in the ‘too
difficult’ or ‘too good to be true’ pile.
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Areas that have led to successful claims in food and drink
businesses have included, but are certainly not limited to:
• Taste and texture improvements
• Improvements in shelf life
• Adapting for dietary requirements
• Change of packaging to reduce environmental impact whilst
maintaining shelf-life and organoleptic properties
• Production issues due to seasonal variability
• Eliminate allergens and additives
• Filtration systems
• Production issues with increasing volume whilst maintaining the
final taste
• Waste reduction
• Reduction of salt, sugar and fat content
Failed projects are also eligible, in fact failure is a good indicator
that there was R&D involved as the technological issues could not
be overcome.
Under specific subcontractor arrangements, if you have worked
in collaboration with other companies or employed them to help
with the projects, this can also be considered as part of the claim.
As a firm we are committed to supporting our clients to make sure
that we maximise claims made and relief value. If you think you
may have undertaken work that could be eligible or are planning
on doing so, get in touch with our specialist team:
innovation@pkf-francisclark.co.uk

IMPORTING OR EXPORTING GOODS IN
T H E E V E N T O F A N O D E A L B R E X I T…
Whilst we are almost certain that the UK will leave the EU this year, if the UK has
not reached a deal before 1 January 2021, the threat of a no deal Brexit remains.

OUR OVERALL GUIDANCE IF YOU ARE CURRENTLY ACQUIRING GOODS FROM THE EU IS TO:
• Make sure you hold a UK economic operator registration and identification (EORI) number
• Apply for transitional simplified procedures (TSP)
• Where required, submit a duty deferment application in anticipation of a no deal if you do not currently hold
comprehensive customer guarantee (CCG) authorisation or deferment account. Also be prepared to submit
a guarantee from your bank
ACQUIRING GOODS FROM THE EU OR IMPORTING FROM THE REST OF THE WORLD:
•Review the no deal tariff to determine your potential duty liability

EORI NUMBER
Without an EORI number your business will not be able to import
goods in a no deal scenario.
In August 2019, HMRC automatically enrolled thousands of
businesses. Check to see if you have received a letter.
Applications can be made through the HMRC government
gateway and take less than 10 minutes to complete.

For standard goods - most businesses will be able to give their
EORI number to their freight forwarder and record basic customs
information (as defined by the terms of the procedure) to their
internal records before arrival. However, a business will not have
to provide HMRC with a full (supplementary) customs declaration
until the fourth day of the month following the actual month of
importation.

HMRC will implement postponed import VAT accounting. If your
business is VAT registered, VAT will be reclaimed through your
VAT return rather than being paid to allow the goods to cross
the border and enter the UK.

For controlled goods - businesses will submit partial details to
HMRC in a simplified frontier declaration for the purposes of
proving that proper authorisations are held. Full details and duty
payment would not be required until the submission of a follow
up full declaration as per the rules for standard goods. For a list
of controlled goods, please refer to www.gov.uk/guidance/list-ofcontrolled-goods-for-transitional-simplified-procedures.

(TEMPORARY) NO DEAL TARIFF

DEFERMENT

HMRC has published a major relaxation of tariffs. The vast
majority of UK import duty tariffs will be reduced to 0%. This
alteration will apply to all imports (whether from the EU or the
rest of the world).

Deferment allows VAT and duty to be paid after import. Currently
the only official way to set up a new deferment account is to
apply for a customs comprehensive guarantee (CCG). This can
take over 120 days and requires a bank guarantee immediately.

The draft document has been uploaded by HMRC online and is
available to review.

HMRC is currently allowing businesses to apply for a simplified
‘no deal’ deferment account so businesses can benefit from
TSP if they don’t hold a CCG. Businesses need to complete two
forms C1200B and C1202. Initially, security is not required for
this. However, HMRC has indicated it will be required for TSP.

POSTPONED IMPORT VAT ACCOUNTING

This means that for many businesses there will be no liability
collected at the border. We anticipate that this would only last a
short time and HMRC has yet to commit to any timescales.
TRANSITIONAL SIMPLIFIED PROCEDURE (TSP)
TSP is intended to simplify the import of goods from the EU in
the event of a no deal.

If you are concerned about importing to, or exporting goods
from the UK and would like some advice on what best to do for
your business, please do not hesitate to get in contact.

All goods arriving in the UK need to be declared to HMRC
using the correct forms. However, TSP can defer much of the
paperwork as well as payment of any duty required.
LIAM DUSHYNSKY
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...delivering the right ingredients for s
Walk into the Mindful Chef offices when the team are creating
new recipes and you are immediately hit by the mouth-watering
smell of cooking food and you can’t help but feel the passion for
what they’re doing.
It was only five years ago in the summer of 2014 that the
concept of Mindful Chef was born. Three school friends were
back in Devon for the summer and helped a family friend on a
small fishing trawler. On returning to the village with their catch,
they would text approximately 200 customers who, if interested,
would turn up at the dock to buy what had been caught.

To achieve this monumental growth, they have had to go
through various pinch points to be able to scale up the business.
In 2016 and then later in 2017, they raised investment using
crowdfunding platforms. Most recently, at the end of 2018 they
received £6 million in funding from private equity firm Piper.
When asked about their biggest challenges over the years,
Myles says “I think scaling on a limited budget. I think we’ve
done a really good job getting to where we have in terms
of growing the business and revenue with what is actually
a limited amount of money spent.”

One of the founders Myles Hopper says “this was the eureka
moment - we thought this is how food should be sourced; direct
from supplier to the customer without it being on the shelves
and in big warehouses for weeks on end. We’d seen recipe
boxes in the US and could see that was a way to get food to fork
really quickly, but we wanted to do it differently.”

In the last year they have increased their permanent members
of staff from just 12 to 40, a dramatic increase in just one year.
This is a long way from the start of their business when they
did everything themselves. At one point they were packing
approximately 1,000 boxes a week, which involved over 30,000
ingredients moving through their warehouse every single week!

The different element was health. With this new idea, it was
key that they solve the pain point of healthy eating that a lot
of people struggle with, by giving them tasty food to make a
healthy lifestyle more sustainable and achievable. The health
aspect has naturally attracted sportspeople to the brand; both
Sir Andy Murray and Victoria Pendleton CBE are investors, they
are partnered with the English Institute of Sport and they have
a number of other GB athletes and sports professionals as their
customers.

Now with a bigger team they are able to delegate some of the
workload but they are still very much involved. When looking at
new suppliers, both Myles and Giles will visit them to make sure
that they are the right fit with the brand.

Five years on, they have impressive year on year growth
and are delivering over 25,000 meals a week (all gluten free
and dairy free) to their customers throughout most of mainland
UK, seven days a week.

As Myles comments “we can’t just work with anyone. Look at our
name - Mindful Chef - they have to fit in with us and our values
and what we’re trying to achieve. We’re an ethical business
trying to do things better which is a lot harder doing it that way;
it’s more difficult to get really good margins. For example when
you buy free range chickens or 100% grass fed beef then it’s a
lot more expensive.”

success
They are a company with strong values. Partnering with the
One Feeds Two campaign, the business has donated 1.8 million
school meals to children in poverty in Malawi. Myles describes
this as his biggest achievement from a personal point of view.

Myles says “It is a good fit and it works really well. We feel
valued essentially. So if you speak to the guys they get back
to you with comprehensive answers - very helpful and it works
well.

Whilst the company has grown, it still retains a feel of being a
responsive, fast moving start-up. They recently launched frozen
meals and it only took a couple of months to launch and test
the idea. They can do the same with other new products and
services, unlike some of their larger competitors.

“I feel that they understand us and importantly, speak our
language. We use them there as a resource. It’s great to be able
to call on a firm with all the different specialist areas, but have
one main contact that you can work closely with.”

Myles comments “Lots of people may think it’s easy to start up a
food ordering business but under the surface, operationally and
logistically, when you look at what happens in terms of back end
tech systems such as ordering systems and forecasting systems,
it’s really not.”
Precise forecasting is key to the business. The recipes are
planned three months in advance. Reducing waste is a clear
focus, which means working closely with their suppliers to make
sure they don’t over order but making sure they have enough;
it’s a fine balance to get right.
With the growth over the last year, they have had to make sure
they work with professional advisers that can support them and
grow with them. One has been engaging PKF Francis Clark
as their accountancy, tax and business adviser. The firm has
been providing the company with statutory accounts, audit,
corporation tax (including R&D credits), VAT work, advice on the
impact of IR35 legislation and support on the tax implications
and reporting requirements arising from the investment rounds.

Nick Farrant, Partner and Head of food and drink at PKF Francis
Clark said “it’s been a real pleasure working with the team at
Mindful Chef over the last year. It’s a great business and one
that we feel we can help with their growth to the next level and
beyond.”
So what are the next steps for Mindful Chef? Their frozen meals
are going well and they’re looking to extend the range as well as
being in the midst of developing a family range of meals.
Myles says “if we can have a positive impact on people’s lives,
then that is going to make the business worthwhile. 2019 has
been a real transition in terms of the team and we’re excited by
what’s to come.”

INTRODUCING

STEVE ASHWORTH
TA X D I R E C TO R

We have recently welcomed a new tax director, Steve Ashworth, to our
team and when we say that he has a passion for food and drink you
really have to hear it to believe it.
By day Steve specialises in employment taxes, by night (and at every
available moment), he is keen to get involved in anything food and
drink related. In fact, he’s actually won two awards - one for the
'Best Dish in the South West Chef of the Year' competition in 2013
and secondly, for winning the 'Somerset Life’s Food & Drink Hero'
in 2018.
That’s not where his involvement ends. He is a member of Bristol
Food Policy Council and chairs West of England Local Enterprise
Partnership Rural and Food Group. Steve is a trustee of Feeding
Bristol and Bristol Food Connections and has compered/hosted
the chef’s stage at Somerset County Show, Truro Food Festival,
St Ives Food Festival, Bath & West Show and Bristol Food
Connections.
He judges for Taste of the West, Guild of Fine Food, Western
Daily Press as well as being on the executive judging panel
for the Soil Association’s Organic Food Awards. He has also
organised pop up events, persuading top name chefs to make
guest appearances in venues across the South West - raising
money for charity at the same time.
Steve has joined our team and says that one of the reasons for wanting to
work with us is our strong reputation in the food and drink sector within the
South West.
He comments “the food and drink sector is very close to my heart and
I love the commitment to the sector within the business. There are so many
amazing businesses within our region, covering the entire supply chain
- from artisan businesses serving a local market through to businesses
across the region and beyond. Knowing that we have the capabilities and
desire to help these businesses grow is something I’m very passionate
about.”

N AT I O N A L M I N I M U M WAG E
HMRC continues to focus on the national
minimum wage (NMW), identifying more
errors which has led to an increase in
penalties.
We continue to see employers mentioned in the
press where they fail to comply with the legislation.
Recently, over 23% of businesses who were
named for not complying with NMW legislation
were in the hospitality sector.
This may come as no surprise given that there can
be additional complexity for hospitality payrolls.
Staff can be a mixture of part-time and full-time
workers and paid on an hourly, weekly or monthly
basis. There are also tips, service charges and shift
swapping to contend with.
It’s important that your hospitality payroll systems
and processes are robust and will stand up to an
HMRC NMW compliance review. You need to be
able to demonstrate that you are paying your staff
accurately, on-time and that you have consistency
in the process.
Within the sector there are areas where genuine
misunderstandings or failure to understand the
legislation can lead to mistakes. These include
the following:
Staff uniforms
Much of the hospitality sector has staff uniforms.
Often as a dress code and sometimes the
employee may have to pay for this either directly
or as a deduction from their wages.
Where an employee is required to wear, for
example, black trousers or skirt and a white shirt
the cost incurred is treated as a deduction for the
purposes of calculating the hourly rate of pay.
This means an employee can easily fall below the
minimum wage threshold.
Working time
Working time includes any time spent at the
start and end of the day or where the employee
is required to arrive early or remain at work, for
example, for a team meeting or to change into
work clothing. Employers can overlook this time
when calculating employees' pay.

The October 2019 Queen’s Speech stated that
in the future, employers must ensure that all tips
are passed on to their employees and there must
be a system in place to demonstrate this. We are
waiting for the draft legislation and HMRC’s revised
guidance.
Accommodation
If you provide employees with accommodation,
this can be taken into consideration when
determining whether it is appropriate to pay NMW.
There is an accommodation offset that is available
to use when calculating NMW.
The calculation does depend on whether you
charge a rent or it is free accommodation; another
area where mistakes can occur.
Employer obligations
It is important that employers carefully consider
their obligations under the NMW legislation.
Employers are required to maintain accurate
records (and if requested make them available to
their employees) to be able to demonstrate that
the minimum wage is being paid to employees.
An employer can find it costly to make mistakes
and not pay NMW at the correct rate:
• Penalties are calculated at a rate of 200% of the
underpaid wages subject to a cap of £20,000 per
underpaid worker (any penalty is reduced by 50%
if the unpaid wages and the penalty are paid in
full within 14 days)
• Paying the short-fall of NMW to the employees
• The reputational damage that may be caused by
HMRC’s ‘named and shamed’ listing
Conclusion
Whilst the legislation has been around for 20 years
there remains a considerable lack of understanding
of the mechanics as to how it works.
Employers need to consider the following matters
very carefully:
• What are the rates of pay in the organisation?
• What records of working hours are being
maintained?
• Is travel time being recognised?

In addition, where employees are sent to work at a
temporary place of work, the travel time also needs
to be factored into the minimum wage calculation.

• Are tips and gratuities being used to supplement
employee wages?

Tip payments

• Has the NMW rate been correctly calculated
when providing accommodation?

If tips and gratuities are paid at work they cannot
count towards the NMW and should be paid in
addition.
The use of a tronc scheme to collect and pay tips,
gratuities and service charges is commonly seen
across the hospitality sector. Where these are
properly set out and operated, payments made
to employees will not then be liable for class 1
national insurance contributions, however being
part of this scheme does not affect the NMW
regulations.

• Are there accurate records of deductions made
from an employee’s pay?

If you have any queries on the contents of this
article or would like to enquire about undertaking
a NMW review, please do not hesitate to get in
touch.

STEVE ASHWORTH
TA X D I R E C T O R
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MEADOWBROOK
C AT E R I N G
Top chef serves up a winning formula with catering company
Highly respected chef and restaurateur, Alex Aitken, has built
his career on using only the finest produce and ingredients.
One of the most renowned and decorated chefs in the south of
England - his first restaurant, Le Poussin in Hampshire earned
a Michelin star in 1995 which it retained for 14 years - he has
always championed simple, seasonal and, above all, local
produce.
Now Chef Patron at Harbour Hotels, and specifically The Jetty,
Kings Arms and Upper Deck in Christchurch, Dorset, one of
Alex’s latest ventures involves bringing the same high quality
produce and ingredients used in his restaurants to a wider
market.
The result is Meadowbrook Produce, headed by his son, Justin,
and part of Alex’s second generation family firm, Meadowbrook
Catering.

Sourcing farm, market and specialist foods is at the heart of the
business which operates from a unit on a Christchurch business
park.
Mainly wholesale, the business has customers across Dorset,
the New Forest and Southampton. The main service is butchery
but other chef supplies and produce are also offered.
“We use tried and trusted local suppliers as well as our 15
acre Meadowbrook smallholding in Sway, Hampshire, which
produces eggs, lamb, pork and occasionally beef. We also
have a preparation, cutting and maturing facility in Christchurch
where locally sourced products are bought, prepared and with
the beef, matured before cutting for our clients, predominately
the top local chefs.” said Alex.
“Any ingredients we cannot source locally are supplemented
by twice weekly visits to the London markets and traditional

This means that his advice and skills continue to be in great
demand and Meadowbrook Catering includes Alex’s freelance
and consultative activities.
PKF Francis Clark has acted for Meadowbrook since its
foundation in 2010 as well as family and related business
interests for over 20 years.
Our services have ranged from setting the business up on
Xero cloud accounting to providing payroll and tax advice. FC
Financial Planning has also assisted with pension and financial
planning.
Alex commented “We have always found PKF Francis Clark to
be very good and helpful.
“Caroline and I have become great advocates for cloud
accounting which allows us to keep a constant check on the
financial side of the business. It’s very user-friendly and I’d
highly recommend it to other businesses.”
Dan Tout, PKF Francis Clark’s Lead Partner, said “We’re proud
to work with Alex, Caroline and the family.
“The Meadowbrook business has delivered profitable, double
digit turnover growth consistently every year since it was
founded.
“Caroline and Alex have adopted cloud accounting with
great enthusiasm, showing the way forward for many other
businesses.
“It’s a great family business which has grown substantially
in recent years and is a real success story in the food and
hospitality sector. We’re delighted to have them as a valued
client.”

Smithfield butchers and traders. We pride ourselves on the
quality and standards of our products. It means everything to us.”
Meadowbrook Produce now has an annual turnover of £1.25m
and has expanded into new revenue streams such as outside
catering. The wholesale business at Christchurch opens every
Saturday morning to the retail trade with customers often
queuing around the block.
Alex continues “The business fits perfectly with our ethos of
bringing the highest quality produce and ingredients to other
restaurant and catering operations. I’m very proud of Justin and
the way he has built up Meadowbrook Produce through sheer
hard work and dedication.”
Justin, his brother AJ, and Alex’s wife, Caroline, are all involved
in the family business. Caroline, a fellow director, has worked
with Alex since they first opened Le Poussin in 1983 and today
primarily handles the accounts.
Alex has had an impressive career, which has included owning
and operating some widely recognised hotels and restaurants.

ALEX & CAROLINE AITKEN

HMRC CONTINUES
F O C U S T O TA R G E T
R E S TA U R A N T A N D
TA K E A W AY B U S I N E S S E S
F O R TA X C O M P L I A N C E
A typical business operating in the dining and takeaway sector
touches upon just about every main tax element, from VAT,
corporation and income taxes through to employment taxes
and national minimum wage.
As one of the few areas of the high-street that sees regular,
albeit falling levels of cash transactions, it is little wonder that
HMRC continues to regard such businesses as a potentially
rich source of non-compliance and additional tax receipts.
In fact, 26% of all businesses who have been named and
shamed as VAT ‘deliberate tax defaulters’ since HMRC began
publishing the list in 2017, have come from the restaurant and
takeaway sector.
Common HMRC tactics include the use of covert operations
to count customers, undertaking unannounced inspections,
sending staff to make purchases and eating at the restaurant
in order to count customers and observe areas such as cash
handling, number of card terminals, staff and to record any
transactions that they observe.
HMRC does not undertake such activities unless its risk
assessments indicate that there is likely to be a problem which
cannot be identified without such clandestine operations.
Using its powers to obtain data from banks, merchant
acquirers and on-line food order or delivery businesses, HMRC
is often well-armed with third party sales records before a
business is ever aware of a potential investigation. This is
in addition to the traditional sources of information HMRC
collects from tax returns and communications with other
government departments.

If HMRC has determined to its satisfaction that sales have
been understated, the business is then left in a position to
disprove the HMRC calculations.
An issue that we regularly face is that Officers are prone to
overestimate the level of sales and place little or no reliance
on factors that counter their estimates.
Our VAT team are often approached by businesses who
find themselves in this position and their existing advisers
have little or no experience in assessing the accuracy of the
calculations and assumptions made by HMRC. This leads to
the owners being in serious risk of punitive tax assessments,
penalties and potentially criminal sanctions.
We recently helped two businesses that faced this issue. Sales
had not been fully declared, but the business owners and their
representatives needed support in dealing with HMRC and its
assessments.
We were able to settle the cases for less than 85% of the
values that HMRC had initially indicated through data analysis,
challenging HMRC ‘facts’ and presenting them with alternative
evidence-based calculations. Between them we assisted the
businesses in reducing the assessments to tax and penalties
by over £550,000.
If you are ever in a position where HMRC intends to raise tax
assessments, you should always seek an expert review. HMRC
does not always understand the applicable legislation or its
own internal guidance.
If you would like to discuss any concerns that you may have
regarding this, please contact a member of the team at
investigations@pkf-francisclark.co.uk

MARK BISHOP
VAT M A N AG E R
mark.bishop@pkf-francisclark.co.uk

R E S TAU R A N T S F E E L I N G
THE BITE
(and how to save their bacon)

“

...more people are now eating at
home, recently made more palatable
by home delivery companies like
Just Eat and Deliveroo.

”

As an insolvency practitioner writing for a food and drink
publication, I’ve been asked not to make this article too
gloomy. So, to get the gloom over with, let’s look at the
recent facts that affect the restaurant sector, and then
look at some solutions.
In May 2019, Jamie Oliver’s restaurant chain collapsed into
administration, closing 22 of his 25 restaurants, with over 1,000
job losses. This high profile closure is just part of a rising tide,
as statistics showed that in 2018 there were 1,442 restaurant
insolvencies, an increase of 40% compared to 2017. That meant
four restaurant businesses a day went under last year, compared
to under two a day in 2010. Also, over one fifth of all restaurants
in the UK are said to be at risk of insolvency.
WHAT ARE THE THREATS?
Competition. Everyone has to eat, but more people are now
eating at home, recently made more palatable by both home
delivery companies like Just Eat and Deliveroo, along with
recipe box companies such as Hello Fresh and of course,
Mindful Chef. The market is also becoming more saturated with
increased competition from innovative new food and restaurant
concepts, including ‘pop-up’ restaurants. These can leave more
traditional business models, that are less agile and operate
larger overheads, struggling to compete. Additionally, the
restaurant trade will always attract inexperienced newcomers
who generally find it more difficult to be successful than they
envisaged.
Costs. The annual increase in the national minimum wage
means staff costs are continuing to rise. In addition, rents and
rates are eating into profits, coupled with the cost of imported
ingredients, following the post Brexit referendum fall in the value
of the pound. Seeing that the UK imports over half of its food,
with three quarters of those imports from the EU, restaurants are
faced with the options of either raising their prices or reducing
their profit margins…or both.
IS IT ALL DOOM AND GLOOM?
The statistics show that for every restaurant that is failing, four
must be succeeding. I still like to eat out and I’m sure most

other people do too. So what can a restaurant owner, whose
business is under pressure do to prevent their business from
going under? The answer is to take professional advice from an
insolvency practitioner as soon as you spot the following issues:
• Tight cash flow
• Can’t pay bills or HMRC on time
• Margins are too low to be sustainable
• High interest payments on loans
The knee-jerk answer to problems in the restaurant sector
would be to change the product or take other measures to
adapt to changing market conditions. However, that is not
always possible in the short term. An insolvency practitioner can
help you find solutions either formally or informally, such as:
• Forecast future cash flow
• Negotiate time to pay arrangements
• Agree revised payment terms with creditors
• Put cost controls in place
If a business cannot be simply turned around then a formal
insolvency process could be required, like a company voluntary
arrangement or an administration. Although, creditors’ interests
must come first, it would be the aim of an insolvency practitioner
to save the business if possible, and therefore save jobs.
Some of the inevitable business decisions can be difficult
to stomach and tough to implement, but this is where an
independent insolvency practitioner can help make the right
choices for the future of the business.
If you would like to speak to one of our insolvency experts about
any concerns that you may have, please do not hesitate to get
in touch.

NICHOLAS HARRIS
DIRECTOR
nicholas.harris@pkf-francisclark.co.uk

G O O D G OV E R N A N C E I N CY B E R S E C U R I T Y
Good governance for cyber security means having
a plan, understanding the risks, and owning them.
Digital technology is omnipresent and we must find
ways to manage it and whatever risks it may present
us with.
Cyber attacks are a serious risk to food and drink businesses.
From disrupting manufacturing processes and taking down
production lines to disturbing EPOS systems and closing
websites, the threats are real and should be taken seriously.
We have seen an increasing number of our clients expressing
a desire to properly tackle the issue of cyber security and
seeking advice on how to develop a strategy to do so.
Having a strategy is key as it demonstrates a knowledge of
the risks and threats that cyber-attacks could pose to your
organisation.
A top-down approach helps to generate a plan of actions
designed to improve the security and resilience of your
services, your digital infrastructure, and improve understanding
of the technical elements of cyber security at a board/director
level.
Applying a comprehensive cyber security strategy to your
organisation can also facilitate good processes such as
regular risk assessments, assignment of responsibilities,
and infrastructure management. Due to cyber being ever
changing in nature, good governance allows for a continual
review of procedures; making for a more adaptable and agile
organisation which can readily face the challenges presented
by the modern, technological world in which information
assurance and regulation features prominently.

The rise of regulation for data protection and therefore cyber
security, whilst it can seem onerous, is beneficial to both your
own organisation and the organisations you choose to work
with. Certification is required by these regulatory bodies to
prove that you are responsible with the data you are in control
of or are processing. By taking the necessary steps to protect
yourself, such as becoming certified with Cyber Essentials, you
are signalling to stakeholders and other organisations alike that
managing the risks properly is something that you are willing
to do in order to maintain safe, secure, business to business
relationships.
This is naturally something you would also wish to see in
other organisations that you work with. You could be sharing
potentially sensitive information and want assurance that they
hold themselves to the same standards you hold yourself.
By requiring that such standards are met by your business
partners, you can help to create a secure chain that is trusted
by all stakeholders and may also be positive for your public
image.
With increasing general awareness of the regulatory impact
poor planning for cyber could have, PKF Francis Clark is
working with many of our clients to help improve their cyber
security through an audit like approach including assessments
and training accreditation.
If you feel that your organisation could benefit from expert
knowledge or you would like to find out more, please contact
us at cyber@pkf-francisclark.co.uk
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PLASTIC
WA S T E
TA X
due to be implemented in 2022
Plans for the introduction of a single use plastic tax are set
to go ahead. Further announcements are anticipated in the
upcoming budget on 11 March 2020.
We are expecting plastic tax, given the public profile of the
underlying environmental issues, to still be covered when
Sajid Javid takes to the despatch box.

Following consultation over the summer, which
generated a record 162,000 responses, HMRC is still
due to publish the detail of the tax and draft legislation.
This will be published some time this year.
The details we have so far, as announced in March
2018, is that from April 2022 the Government intends
to introduce a new tax on the production and import of
plastic packaging with less than 30% recycled content.
The plans have been designed to tackle the problem of
single use plastic waste, which accounts for 2 million
tonnes of plastic packaging in the UK each year.
During consultation, it was highlighted that using
recycled plastic is generally more expensive than
new, despite its lower environmental impacts. The
Government’s plans are therefore set to encourage
the use of more recycled plastics, so that less is sent to
incineration and landfill, to improve productivity and to
make plastic a more valuable resource.
The majority of respondents rejected the Government’s
proposal to exclude filled packaging imports from the
tax, alongside plans to exclude UK manufacturers if they
directly export plastic packaging.
The tax will also work alongside the reforms to the
‘packaging producer responsibility’ regulations which
will encourage businesses to design and use packaging
that is easier to recycle and discourage them from
using those which are difficult to recycle. There are also
proposals to help households to separate recycling
more easily and set standards for local authorities.
It’s also worth noting that all of the parties in the supply
chain where plastic packaging is used could become
liable (on the failure of another party) and so this tax
may have wider application than might immediately
appear to be the case.
All of these proposals, the Government believes, will
have significant impact on the use of single use plastics.
There are however also concerns around replacements.
The increasing use of alternatives such as aluminium,
glass, paper and biodegradable plastics are not without
problems; all of them have environmental impacts
including their energy use and carbon emissions, as well
as issues around disposing of them.
There is no doubt that there is a need to dramatically
decrease the amount of plastic we use. It remains to be
seen how much of an impact this tax will make.
As food and drink businesses, it is important that
research is undertaken now to find alternatives to
the packaging you use and there is no doubt that
great efforts will be made over the next few years in
developing options for you. Alternatively, what about
making use of the generous R&D tax credit system, to
undertake your own project?

SAM COOK
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WASTE NOT WANT NOT
TO THE CIRCULAR ECONOMY AND BEYOND
By Steve Ashworth
One of the attractions for me when I
considered joining PKF Francis Clark
at the start of last year, was the firm’s
focus on the food and drink sector. I was
therefore pleased to be involved in the
fourth annual food and drink breakfast
event at Indidog in Falmouth.

FOOD WASTE
The event was focused on the timely
issue of food waste - this has become
a prominent discussion point with my
contacts in the sector, but also as a wider
news item. This issue has moral, social
and environmental aspects, some of
which are highlighted in the statistics
below:
• 1 .3 billion tonnes of food waste globally
each year
•Y
 et 820 million people did not have
enough to eat in 2018
• 1 0 million tonnes from the UK alone
in 2015
•F
 ood waste in landfill produces
methane, which is 25 times more
potent than carbon dioxide
• 60%

of food packaging is waste, 99%
is made from carbon and is predicted it
will account for 13% of all greenhouse
gas emissions by 2050
Reducing this waste has benefits to the
economy as a whole and to individual
businesses.

TAKEAWAYS FROM THE EVENT
• Operating a truly circular economy,
where waste is seen as a valuable
resource, is key to tackling this issue
• Local authorities need more support
from government to fully implement
comprehensive recycling schemes, for
individuals as well as for businesses
• The plastics tax will be challenging to
producers, but if we are going to see
change, new plastic needs to be more
expensive than its recycled/recyclable
alternatives
• Regulation and consumer pressure
will see the issue of waste stay centre
stage for food and drink businesses
• Businesses are already coming up with
innovative ideas to reduce waste in
food and drink production (and they
should make sure that they do not miss
out on R&D tax credits, if applicable)
• There can be a perceived
environmental impact from the public
that does not necessarily tie in with
reality that needs careful consideration,
i.e. plastic vs glass
• The initial announcement of the
RDPE Growth Programme grant fund
being re-launched. A fund that food
producers should be looking at if they
have upcoming projects
This is undoubtedly an area that we will
continue to be on the agenda for some
time and we will be examining the issues
as things develop further.
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