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Essential guide to tax for the Tech sector

About us...
Arram Berlyn Gardner, or ABG as we are commonly known, is a multi-award winning firm of Chartered
Accountants, auditors, tax and business advisers. We are based in Central London and we are amongst the
top 60 firms of Chartered Accountants in the UK.
Since our establishment in 1965 our team, which consists of more than 100 professionals, has been
enhancing the lives of entrepreneurs and adding value to their businesses.
ABG’s approach has been built around four core service values.
Proactive – we do not just “respond”, we work with clients to help them improve and grow their 		
businesses.
Value Added – we are committed to helping clients expand and not simply keeping them 			
compliant.
Prompt – our clients’ businesses are our priority which means that they get a speedy 			
response at all times.
Partner led – our team of professionals are supported by the vast experience and knowledge of our
Partners.
ABG’s team offers a full range of audit, accountancy, tax, VAT and business advisory services and is
regulated by the Institute of Chartered Accountants in England & Wales (ICAEW).
ABG is the UK representative of EuraAudit International which is an international network of accountants
with world-wide representation.
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How we help our tech clients...
Arram Berlyn Gardner can help with the following accounting and tax
work:•
•
•
•
•
•

Accounting packages (including Xero, SAGE or Quickbooks)
VAT registration
Payroll registration
Day to day accounting (if you don’t want to do it yourself!)
Year end Corporation Tax
Research & Development Tax claims

Preparation of:
•
Monthly management accounts
•
Quarterly VAT Returns
•
Monthly payroll
•
Year end accounts
Help with:
•
Enterprise Investment Scheme
•
SEED EIS
•
EMI Share Option Schemes
•
Budgets and Cashflow Projections
•
Shareholders’ Agreements
•
Audits (if required)
Should you require international advice we are able to offer access to
our international network of advisers (EuraAudit International) who are
currently represented in over 400 towns and cities worldwide.
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Why a limited company?
Operating through a limited company has a number of advantages such as the ease of
bringing in additional capital (share capital) or allowing an individual to sell or transfer his/
her interest in the business.
It also provide for business continuity when the original owner chooses to retire or sell his/her shares.
From a tax perspective, operating through a limited company can be extremely tax efficient as:-
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•

Corporation Tax rates are low – they are currently 19% reducing to 17%

•

Remuneration/dividends can be extracted in a highly tax efficient way.
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Registering your company for Tax & VAT
A significant task for the new
business owner is ensuring
that their business properly
complies with tax and filing
requirements. Problems and
penalties could arise if the new
business is not registered with
the appropriate tax authorities
in a timely manner.

Registering your company for Tax and VAT
HMRC are adopting electronic forms and notifications via the internet. Paper forms are still required in some
instances.
Please visit https://www.gov.uk/limited-company-formation/set-up-your-company-for-corporation-tax for further
information.
HM Revenue & Customs
You must give HM Revenue & Customs (HMRC) specific information about your company within three months of
starting your business – If you do not, a penalty may be levied.
You can do this online once you have your company’s unique tax reference number (UTR):https://www.gov.uk/limited-company-formation/set-up-your-company-for-corporation-tax
HMRC will use this information to establish when your company must pay Corporation Tax.
VAT
You need to consider if it is beneficial to be VAT registered from the outset. If you are registering for VAT, form VAT 1
needs to be completed.
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Accounting & Bookkeeping

The necessity for good, well organised financial records cannot be over-emphasised.
One of the biggest mistakes made by owners of small/medium size businesses is not keeping good financial records
and making improper and poor business decisions based on inadequate information.
ABG’s outsourced accounting department (ABG OFA) can help deal with:•

Day to day accounting

•

Monthly management accounts

•

Quarterly VAT Returns

•

Payroll

•

Cash flow/budgets/projections

ABG OFA can help establish accounting systems (Xero, SAGE, QuickBooks etc)

Consider...
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1

Who will be the users of your
financial information?

2

What questions do I need
answered to manage the
business?

3

What questions will the
authorities ask the business?

4

What does the business need
to provide to HMRC?
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VAT
VAT is a tax on consumer expenditure and is ultimately paid by the final customer. Most business
transactions involve the supply of goods or services and VAT is payable if they are made in the United
Kingdom, by a taxable person, in the course or furtherance of business and are not specifically
exempted or zero-rated.
VAT is collected by HM Revenue & Customs and is normally payable quarterly.

Compulsory VAT Registration
a) A person who makes taxable supplies
becomes liable to be registered if at the
end of any month, the value of his taxable
supplies in the period of one year then
ending has exceeded the registration limit,
which is £85,000.
b) At any time, there are reasonable grounds
for believing that the value of his taxable
supplies in the next 30 days will exceed the
£85,000 limit.
c) If, where a business carried on by a
taxable person is transferred as a going
concern, the taxable supplies for the twelve
months prior to the transfer exceed £85,000.

Voluntary VAT Registration
In certain circumstances, it is possible to
register on a voluntary basis for VAT even
though the value of taxable supplies may
never exceed £85,000. This is normally only
beneficial where the majority of supplies
are being made to customers who are
themselves VAT registered.
A situation in which a voluntary registration
might be beneficial is where the supplies are
all zero-rated and no VAT is charged on the
transaction. All VAT suffered by the trader on
expenses can be reclaimed from HMRC.

6

Essential guide to tax for the Tech sector

Taxation
Payroll Taxes
Irrespective of the form of business in which you operate, if you are going to have employees, then
you will have to contend with payroll taxes. If you are trading as a limited company then remember
that the directors are also employees.
Do You Have Employees?
Whether an individual is an employee or not in a particular situation is a question of fact depending
on the terms on which he works. The question of whether an individual is employed or self-employed
is very important for the business “employing” him or her, as that business has to comply with the
reporting requirements. The “employer” should not just accept that the worker says he is “self
employed”. It is important to ensure when using the services of self-employed people that they are in
fact self-employed. If doubt exists as to the status of an individual, the situation can be clarified with
HMRC.
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EMI Share Option Scheme
Under EMI, certain small higher-risk trading companies (quoted or unquoted, with gross assets of no more than
£30 million) can grant options over a maximum of £3 million worth of shares at any one time. The limit is currently
£250,000 per employee. The options are normally free of income tax and national insurance charges on grant and on
exercise (providing the grant price is paid).
Entrepreneurs' relief may also be claimed, providing the granted EMI options have been held for one year. The
requirement to hold 5% of the ordinary share capital and voting rights to qualify for entrepreneurs' relief no longer
applies to the disposal of EMI shares.
There are various conditions on the eligibility of the company and employee, although generally these are quite
flexible. Please contact us for advice.

SEED EIS
Seed Enterprise Investment Scheme (SEIS) is focused on smaller, early stage companies carrying on, or preparing to
carry on, a new business in a qualifying trade. The scheme will make available tax relief to investors who subscribe for
shares and have a stake of less than 30 per cent in the company.
The SEIS:
applies to smaller companies, those with 25 or fewer employees and assets of up to £200,000, which are carrying on
or preparing to carry on a new business;
gives income tax relief worth 50 per cent of the amount invested to individual investors with a stake of less than 30
per cent in such companies, including directors who invest in their companies;
applies to subscriptions for shares, using the same definition of eligible shares as EIS;
applies to an annual amount of investment of £100,000 per investor, with unused annual amounts able to be carried
back to the previous year, as under EIS;
provides for relief within an overall tax favoured investment limit of £150,000 for the company. To give the greatest
degree of flexibility, this will be a cumulative limit, not an annual limit;
provides for an exemption from CGT on gains on shares within the scope of the SEIS;
is exempt from CGT a gain to the extent of 50% of the investment in the SEIS
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Enterprise Investment Scheme
Enterprise Investment Schemes are tax-efficient investments which are designed to provide finance for smaller, startup companies and so encourage entrepreneurial activities.
In return for investing in qualifying companies the Government provides generous tax breaks. EIS is probably the
most tax advantageous investment available to the UK Investor. Investors can potentially claim Income Tax, Capital
Gains Tax as well as Inheritance Tax relief.
Benefits for the investor
Income tax relief is available on the amount invested in EIS shares. The maximum investment in a tax year is currently £1m. With effect from 6th April 2018 up to £2m can be invested provided that any sum over £1m is put into
qualifying knowledge intensive companies.
The maximum tax relief available is the lower of 30% of the monies invested and the amount that would reduce the
investor’s tax liablity to nil.
An election can be made to "carry back" up to 100% of the EIS investment to the previous tax year for relief and if
the EIS shares are held for at least three years any subsequent disposal is exempt from CGT.
Gains on other assets can be deferred by reinvesting the gain in EIS shares. Any amount of capital gain can be deferred - even above the £1m annual limit. The gain is triggered when the EIS shares are sold and CGT then becomes
payable at the prevailing rate at that time.
As long as the EIS shares are held for at least two years 100% business property relief should be available to reduce
their value for inheritance tax purposes to £nil.
Dividends from EIS companies are taxable and are paid net of basic rate tax.
Benefits for the qualifying company
The company can enjoy the opportunity to raise finance, either for initial start-up or for expansion.
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Research & Development Tax Relief
Research and development (R&D) tax relief for small limited companies provides an enhanced deduction for the costs
of qualifying R&D projects. R&D tax relief for large companies is given as an expenditure credit in the company’s
profit and loss account before the tax charge is deducted.
Relief available
R&D tax relief currently provides an enhanced deduction of 230% of qualifying R&D revenue costs. This is made up
of 100% of the costs which would normally be deducted without R&D tax relief; and 130% of those tax deductible
costs. This means that for every £100 of qualifying R&D costs, £230 is deducted from the company’s profits, or added
to the company’s trading losses for tax purposes.
If the company makes a loss in the period for which an R&D claim is made, after deducting the R&D enhanced relief,
part or all of that loss can be surrendered to HMRC for a payable tax credit. This is a cash sum paid to the company
to use how it wishes.
Calculating tax credits
The payable tax credit is calculated as 14.5% of the surrendered loss, which must be the lesser of unrelieved trading
loss; or 230% of the qualifying R&D costs.
Who can claim?
Only companies can claim R&D tax relief; it is not available to unincorporated businesses. The company must have
no more than 500 employees and satisfy one or both of the following conditions in the current accounting year or the
previous year:
• annual turnover of no more than €100 million
• balance sheet total of no more than €86 million.
The company must also be a going concern at the time the R&D claim is made. If its last published accounts were
prepared on a going concern basis, and nothing in the accounts suggests that its trading status depends on its
receiving R&D relief or tax credits, HMRC will accept that this condition is met.
A company in administration or liquidation cannot make a claim to R&D relief. The company does not have to spend a
minimum amount on R&D projects in the accounting period in order to claim R&D relief.
If your company has not made an R&D claim before, make sure to apply for advance assurance from HMRC to check
whether the R&D project and the company will both meet the conditions for the relief.
Costs
Not all costs incurred during an R&D project will qualify for relief. The qualifying costs are broadly those which fall
into the following categories direct staff costs (but not employment related benefits), consumables, software and/or
payments to clinical trial volunteers.
In addition, 65% of the costs can be claimed on subcontracted R&D work or externally provided staff. Capital
expenditure, and rent for premises do not qualify for relief.
Advance assurance
HMRC is keen to encourage more companies to apply for R&D tax relief by providing them with an advance assurance
that their company will qualify. This procedure can be used by small companies which haven’t claimed R&D tax relief
before, and which have fewer than 50 employees; and annual turnover of no more than £2 million.
The main benefit of advance assurance is that the company has a guarantee that HMRC won’t raise further questions
about the initial R&D claim, and for R&D claims submitted for the next 2 accounting periods. It is effectively a
guarantee that R&D claims will be accepted for 3 consecutive accounting periods.
Making a claim
The R&D tax relief claim should be included on the company’s corporation tax return. There is detailed guidance on
which boxes of the return to complete for this claim within HMRC’s guide: research and development tax relief. The
deadline for submitting a claim for R&D tax relief is 2 years from the end of the accounting period in which the costs
were incurred.
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Contact us

Mark Rubinson - Partner
mrubinson@abggroup.co.uk
Telephone 020 7330 0005

Victor Dauppe - Tax Partner
vdauppe@abggroup.co.uk
Telephone 020 7330 0022

Rhys Dyke - Associate Director
rdyke@abggroup.co.uk
Telephone 020 7330 0059

Kay Merryman - Head of Marketing
kmerryman@abggroup.co.uk
Telephone 020 7330 0012

Download ABG’s free app
The ABG App will enable you to calculate the tax on certain company cars or check the
amount of tax you might be paying. It will give you the power to check Stamp Duty costs
or see how you might increase your profits. You can also use the built in mileage tracker
to track your business mileage, browse our library of tax tables which will give you access
to the very latest tax rates whenever you need them. You can also register to attend our
complimentary seminars and workshops – it’s there at your fingertips.

Please use access code: ABGEC1y2AB
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“WE HAVE DIFFERENT
AND CREATIVE

SOLUTIONS“

Arram Berlyn Gardner LLP is registered to carry out audit work in the UK and Ireland by the Institute of Chartered Accountants in England and Wales. Details about our audit registration can be viewed at www.auditregister.org.uk under reference number C006321677. Arram Berlyn Gardner LLP is not authorised
under the Financial Services and Markets Act 2000 but we are able in certain circumstances to offer a limited range of investment services to clients because we are members of the Institute of Chartered Accountants in England and Wales. We can provide these investment services if they are an incidental part of
the professional services we have been engaged to provide. Arram Berlyn Gardner LLP is a member of EuraAudit with worldwide representation.
Arram Berlyn Gardner (AH) Limited is registered in England with the company number 9178155. ABG and Arram Berlyn Gardner are registered trademarks of Arram Berlyn Gardner LLP and trading names of Arram Berlyn Gardner LLP and Arram Berlyn Gardner (AH) Limited and both are regulated by the Institute
of Chartered Accountants in England and Wales for a range of investment business activities. ABG Corporate Finance LLP is authorised and regulated by the Financial Conduct Authority (FCA).

Important: This publication has been written for the general interest of our clients and contacts and is correct at the time of going to print. No responsibility for loss occasioned to any person acting or refraining from acting as a result of material in this publication can be accepted.

