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Several tax changes on the 
horizon are likely to have a 

significant impact on businesses 
in the construction sector over the 
coming months and beyond. 
 In this edition, we focus on two 
key changes - one affecting sales 
of residential property and the other 
affecting R&D tax credits for loss-
making SMEs. We also flag the 
importance of year-end tax planning 
and highlight potential changes 
affecting Entrepreneurs’ Relief. 
 Elsewhere in this edition, we look at 
the steps Irish construction companies 
need to take if all of their directors are 

UK-based. This is vital to ensure that 
you continue to comply with company 
law when the Brexit transition period 
expires.
 During periods of change and 

uncertainty, it is important that 
businesses have robust financial 
management procedures in place so as 
to have accurate, up-to-date financial 
information at their fingertips when 
making decisions. This edition takes 
a look at how real-time accounting 
information can help your business 
navigate successfully through volatile 
times.
 We hope you find this month’s 
articles useful and informative. For 
more information on any of the topics 
discussed, please contact a member of 
our team.

Proposed changes 
to the R&D tax 

credit regime could have 
a significant impact on 
construction businesses.

Within the construction 
sector, there is huge scope 
to claim R&D tax credits 
with a significant amount of 
innovation taking place in 
areas such as sustainability, 
developing environmentally 
friendly products and 
processes and novel design 
techniques to name a few. 
Under the R&D tax credit 
scheme, there are two types 
of scheme -  an SME Scheme 

which applies to Small and 
Medium Enterprises and a 
Research and Development 
Expenditure Credit (RDEC) 
scheme which applies to 
large companies and to 
SMEs who have received 
grant funding towards 
their R&D activities. While 

HMRC are still committed 
to rewarding companies for 
investing in R&D, there are 
some proposed changes to 
the SME scheme for loss 
making companies. These 
could have a significant 
impact on the status of R&D 
projects and the funding of 
the R&D activities by SMEs. 

Unfortunately, the SME 
scheme has been abused 
with some companies 
setting up various 
structures to capitalise on 
surrendering losses so 
as to receive a larger tax 
refund. To crack down on 

this, HMRC are introducing 
an anti-avoidance measure 
for accounting periods 
commencing after 1 April 
2020. It is intended that this 
will restrict the amount of 
repayable R&D tax credit 
to a loss making SME to 
three times the company’s 
PAYE and NIC liability for 
the corresponding R&D 
claim period. It is important 
that SMEs who could be 
impacted by this change get 
specialist advice as it could 
have a significant impact 
on how R&D activities 
are progressed within the 
business. 

Changes to R&D Tax Credits

TAX CREDITS
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Real-time accounting 
information can 

help businesses navigate 
successfully through 
periods of change. 

While we don’t yet know 
what the shape of the future 
trading relationship between 
the UK and the EU will be 
now that the UK has left the 
EU, one thing we do know 
is that businesses mak-
ing decisions in the coming 
months will need accurate, 
up-to-date financial informa-
tion at their fingertips. 

Fortunately, the advent 
of real time accounting 
solutions has made it 
easier to track your Key 
Performance Indicators 
(KPIs) and monitor progress 
on an ongoing basis. This 
type of insight will be critical 
in 2020 as businesses 
look for opportunities to 
streamline processes and 
improve efficiency ahead 
of the changes that may lie 
ahead next year. 

Monitoring profitability, 
tightening up credit 
control, managing stock, 
benchmarking - all of 

these activities can help 
businesses be more 
confident when making 
decisions and planning for 
the future. 

Take the difference between 
profitability and cashflow 
in a construction business, 
for example. In growing 
businesses, it is sometimes 
the case that sales are 
increasing, which should 

mean profits are up, but 
the business is running out 
of cash, perhaps because 
customers are paying too 
late (too much cash tied 
up in accounts receivable), 
defaulting, or the business 
has too much stock and 
work in progress. Learning 
to understand, and manage, 
the balance between profit 
and cash can be one of 
the most effective ways 

to enhance business 
performance. 

Benchmarking is another 
practical example where 
tracking indicators like 
cashflow, gross margins on 
sales, use of capital and cost 
of finance and comparing 
your performance to that of 
similar businesses in your 
industry, can indicate what 
you are doing well along with 
where you may need to do 
better. 

With much change on the 
horizon over the coming 
months, it will be more 
important than ever to 
keep a close eye on your 
KPIs. At a minimum, you 
should be controlling costs, 
maximising both profitability 
and cashflow, and trying to 
be one step ahead of your 
competitors. 

If you are unsure which 
indicators to monitor, or 
need assistance interpreting 
your data, now is the time 
to contact the PKF-FPM 
team so that we can help 
you ensure your business 
is as fit as possible for the 
challenges that lie ahead. 

Property Sellers, Beware! !From 6 April, a UK resident selling residential property giving rise to a capital 
gain must file a standalone return and pay the Capital Gains Tax within 30 days of 
completion.
    At present the same transaction could have up to 22 months delay between the sale 
and the tax payment. The change in legislation brings the Capital Gains Tax payment 
date in line with the purchaser’s Stamp Duty payment date which has been 30 days post-
transaction for many years. The planning point here is to accelerate property sales before 
6 April 2020 although valuations and records may need to be updated to facilitate that. 

The key to success in changing times 
Financial Management is...
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With increasing pressure on 
companies to become more 

sustainable, how can construction 
industry businesses achieve this?

 
Environmental, Social and Governance 

(ESG) issues have gained much 
attention in recent times. While it may 

seem that in a plant heavy industry such 
as construction, little can be done to 

reduce environmental impact, this is not 
the case! One example of a company 

that is working towards becoming more 
sustainable is CRH, who publish an 

annual sustainability report, setting out 
what their priorities are and how they are 

performing against them. CRH embed 
sustainability in their business strategy 
so that it becomes the norm. Some of 

their 2020 targets include zero fatalities, 
a targeted reduction in CO2 emissions, 
restoration plans for sites, and recycling 

programmes where possible. The 
full list is extensive and covers many 

environmental, social and governance 
issues. 

On a smaller scale, there are several 
achievable targets companies can aim 
for such as implementing solid health 
and safety procedures, investing in 

training, measuring and devising plans 
to reduce carbon emissions, reducing air 

pollution where possible, and so on. 

For more information, please contact 
Nicola Connolly at 

n.connolly@pkffpm.com 

Achieving...

SUS
TAIN
ABILITY

With weeks to go before the end of the 
2019/20 tax year, individuals and business-
es are clamouring to avail of valuable tax 
reliefs before 5 April 2020. 

While pensions have been curtailed greatly 
in recent years, they remain attractive as a 
tax-efficient investment medium especially 
for owner-managed companies and senior 
executives within companies. Individuals with 
existing pensions who have not contributed 
significantly in the last three years can ac-
cess their unused pensions relief and poten-
tially make a lump sum investment of up to 
£160,000 this year. 

Year-End 
Tax Planning
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Contact Us..
For further information and/or advice 
on any of the matters discussed in this 
newsletter, please contact: 
Feargal McCormack, 
Lead Construction Partner 
on (028) 3026 1010 
or email f.mccormack@pkffpm.com.

IN  ASSOCIATION WITH

PAGE 04

Irish Companies 
with only UK-based 
Directors 

With the Brexit transition 
period due to end on 31 
December 2020, Irish 
companies with only 

UK-based directors must 
ensure that they have taken the 
appropriate steps to continue 
to trade legally beyond this 
date. 

Once the transition period 
expires, these companies will 
need either to appoint an EEA 
resident director or to put in 
place a Section 137 Revenue 
Bond in order to comply with the 
Companies Act. A third possibility 
is to prove you have a real and 
continuous link to the State 
however specific approval is 
required for this. 

There are also other company 
law implications to be aware of, 
including restrictions on changing 
your financial year end when 

aligning with group companies 
and changing branch registrations 
from EEA to Non–EEA. 

For assistance, please contact 
Nicola Connolly n.connolly@
pkffpm.com 

Entrepreneurs' 
Relief
Finding out what will happen to 
Entrepreneurs’ Relief is perhaps the 
most eagerly awaited item in this 
year’s 11 March Budget. 

This generous Capital Gains Tax relief 
taxes the first £10m of business-related 
capital gains at 10%. Had Labour won 
the general election, they intended to 
scrap it. The Johnson Government looks 
like it may reduce it in terms of either its 
level or scope. 

Ahead of the Budget there is a flurry of 
activity among qualifying asset holders 
seeking to ‘cash in’ with the most popular 
method being genuine accelerated 
retirement of shareholders using the 
Company purchase of own shares route 
which essentially distributes cash out to 
retiring shareholders at 10% provided 
all conditions are met. This procedure 
can be cleared in advance by HMRC 
however time is running out to obtain 
clearance.


