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Welcome to the Winter edition of our Enterprise Newsletter!

As we enter a new decade many of us will be thinking about what the 
future holds for our businesses. While we can’t plan for everything, 
we can make sure we are prepared in the short term by keeping up 
to date with the latest tax and legislative changes affecting business.  
In this edition of Enterprise we take a look at why good management 
information is essential to the success of any organisation and 
how alphabet shares could be a good way to maintain the perfect 
balance of control and flexibility in your business. The April end of 
tax year might seem some way off, but these things always sneak up 
on business owners, so we’ve included an early guide to year-end 
tax planning to help make sure you maximise your tax effectiveness. 

At Albert Goodman we’ve been busy investing in new offices and IT 
systems that will give our staff a better working environment, which 
in turn helps them deliver the best possible service to our clients. 
Please feel free to pop in to see our new offices at Blackbrook Park 
in Taunton or Filers Way in Weston-super-Mare. We’ve also been 
celebrating the full qualifications of six members of our team who 
passed their final accountancy exams with flying colours.  2020 
looks set to be an exciting year for our business and we hope it will 
be for yours too.

Mike Cahill
Partner

welcome
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CHRISTMAS DAY 
TA X RETURN 
FILING
Were you one of the 3003 people 
who submitted their tax returns 
to HMRC on Christmas day?

Staggeringly this is the number of 
returns that HMRC have reported 
being filed electronically on 
Christmas day. 248 of these people 
had submitted their returns by 
8am no less!
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The use of alphabet shares is becoming more and more common in owner-managed businesses (OMBs) 
and small and medium enterprises (SMEs). They are beneficial to the shareholders for a variety of reasons, 
including preserving control, tax planning and allowing flexibility in the day to day management of a 
company.

SO, WHAT ARE ALPHABET SHARES? 

Shares are split into classes and each class of share 
has rights attaching to it. The most common classes 
of shares are ‘ordinary’, ‘preference’ and ‘redeemable’. 
Each of these classes can be split into sub-classes. For 
example, ordinary shares can be split into sub-classes, 
such as A ordinary shares, B ordinary shares, C ordinary 
shares and so on.

Rights attaching to these shares then need to be 
determined. The three core rights that attach to all 
ordinary shares are usually dividends, voting and a 
right to capital upon a sale or winding up of a company. 
Shares rank equally in relation to all three, unless 
stated otherwise, within the articles of association. 
Share classes (or alphabet shares) are utilised when a 
company wants to vary one or all of the core rights so 
that they do not rank equally.  

An example of class rights for alphabet shares is the 
payment of dividends at different rates. With just one 
class of ordinary shares, if four shareholders each held 
one ordinary share in a company they would each have 
an equal right to a dividend, so 25% of any declared 
dividend. If the company wanted to issue dividends at 
different rates to each shareholder, for example 40%, 
30%, 20% and 10%, it couldn’t do so easily, with just one 
class of share.

Alphabet shares can help in this situation. Each 
shareholder would still hold one ordinary share, but 
they would hold a different class of share (A, B, C and 
D). This would then allow the payments of dividends at 
different rates to each class of shareholder.

Having the flexibility to pay different dividends to 
shareholders can be useful for many reasons, such as 
tax planning or where you have individuals who own a 
company equally for capital purposes, but who wish to 
share profits in a different way, perhaps because one 
party contributes more  on a day to day basis. 

If your company was set up without alphabet shares, 
all is not lost, as it is possible to change articles of 
association to allow your company to have alphabet 
shares and you can then redesignate ordinary shares 
in issue to change them to A ordinary, B ordinary, 
C ordinary and so on.

There are some draw backs with 
using alphabet shares and this 
may not work for all. Careful 
consideration needs to be given to 
making such a change. For more 
information regarding alphabet 
shares please contact us.

Sharron Quick
Senior Manager

ALPHABET SHARES

sharron.quick@albertgoodman.co.uk
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WH Y GOOD  M A N AGEMEN T 
INF ORM AT ION  IS  ESSEN T I A L 
F OR  SUCCESS

Every business holds a wealth of information in their accounting software. Used well, this data exposes key 
insights into your business’s performance and helps with strategic decisions.

Clear, readily accessible management information can help your business in many ways, for example:

 REAL TIME DATA
Access to meaningful live data will enable you to 
accurately monitor the performance of your business 
in real time, by identifying key performance indicators 
critical to the success of your business. This will allow 
you to rapidly identify any risks and opportunities and 
address them as they arise.

 IMPROVED CASHFLOW MONITORING 
Good management information will enhance your 
cashflow forecasts by integrating live data to keep them 
up to date. This will give you the peace of mind to invest 
in your business, knowing you have adequate cash 
reserves to pay liabilities as they fall due.

 SUPPORT FINANCE APPLICATIONS
Robust management information can help you raise 
finance and reduce interest costs. It can also reduce the 
burden of ongoing reporting requirements.

 TIME & COST SAVINGS
With the continual improvements in accounting 
software, it is now possible to design automated and 
tailored reports that refresh each month at the click of 
a button. Automation not only minimises processing 
time, but also increases accuracy by reducing the risk 
of human error.

Claire Machin & Romain Bayzelon
Financial Modelling Team

claire.machin@albertgoodman.co.uk
romain.bayzelon@albertgoodman.co.uk

If you are interested in automation or enhancing 
your management information reporting, 

get in touch with us to discuss your options.
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From recent experience we are aware that HMRC are making increased checks on businesses exporting 
goods and are focussing on whether evidence of export is held.  

For VAT purposes, exports are sales of goods which are 
removed from the EU by the supplier, or by an overseas 
person who arranges transportation of the goods. 

At the time of writing, the details of Brexit have not 
been finalised but it is possible the sale and removal of 
goods to EU customers will also become exports. This 
would mean the evidence required to zero rate these 
EU sales will change and an export declaration will have 
to be made to HMRC prior to the goods being removed.

It is therefore a good time for businesses who sell 
goods abroad to review the export evidence they 
obtain.

There are various conditions that have to be met if 
exports are to be zero rated, including time limits for 
removal and in which evidence of export has to be 
obtained. This is normally three months. 

For most exports from the UK by sea or air you must 
hold either official or commercial transport evidence.
Official evidence is generated by HMRC from their 
National Export or CHIEF systems. This documentation 
must include specific codes to show the goods have 
departed.

Commercial Transport evidence is documentation 
generated or completed by a third party responsible for 
moving the goods such as a haulier, shipping company or 
airline. This type of evidence includes authenticated sea or 
air waybills and International Consignment Notes (CMRs).

It is essential that Commercial Transport evidence 
is complete. Where waybills make provision for a 
signature and date they should be signed and dated 
and a CMR should be completed by the consignor, the 
haulier and completed and signed by the receiving 
customer.

The key feature of this type of evidence is that there is 
documentation from a party, other than you or your 
customer, which confirms the goods have left the EU.
In addition to Official or Commercial Transport 
evidence, HMRC expect you to hold supplementary 
evidence. This can take many forms and includes 
customer orders, correspondence with your customer, 
copy sales or export sales invoices, insurance 
documentation and evidence of payment.

Whatever evidence is held it should be consistent and 
contain enough detail to link the different documents. 
In combination, the evidence must show:

• the supplier
• the consignor (where different from the supplier)
• the customer
• the goods
• an accurate value
• the export destination, and
• the mode of transport and route of the 
   export movement

EVIDENCE REQUIRED TO SUPPORT 
THE VAT ZERO RATING OF EXPORTS
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In some cases, such as exports by post or courier, 
alternative evidence is acceptable but this should 
still be held and accessible for a period of six years. 
Where a website track and trace facility provides 
the evidence, HMRC advise you print the shipping 
confirmation. Websites often only display the details 
for a limited time.

Export evidence has to be retained for six years 
and HMRC would expect you to be able to produce 
the evidence within two or three weeks of it being 
requested. 

If you cannot show you hold evidence of export 
HMRC may issue an assessment for the VAT due on 
the sale. While this could be reversed if evidence is 
obtained at a later date, interest and penalties may 
still be imposed.

FURTHER ADVICE
If you would like to discuss your 
own position or require more 
information please contact us.

Richard Taylor
VAT Manager

richard.taylor@albertgoodman.co.uk

CLOUD ACCOUNTING 
BANK FEEDS UPDATE
With the introduction of the new open 
banking rules, bank feeds in many of the cloud 
accounting packages have changed. 

Each package and bank is different, but you may 
have found that you have to refresh or reconnect 
your feed. 

Historically, some of the banks have charged for the 
bank feed, but all feeds going forward will now be 
free, so do make sure you update to the new free 
feeds that should be available for all.

If you are experiencing any problems with this, 
please contact one of our Cloud team.
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HAVE YOU HEARD ABOUT THE 
INSPIRE BUSINESS SUPPORT SERVICE? 
With so much expertise and support out there for SME owners, it is hard not to get bogged down with which 
is best for your business. Inspire’s business support service in the South West is making things a lot easier 
for some.

Founded over 25 years ago in Wiltshire, Inspire has been dedicated to helping businesses in the area maximise 
their success for the last 25 years.  The company have successfully launched their service into Somerset and 
Devon.  At Albert Goodman we have a close working relationship with Inspire as their strategic accountancy 
partners for Somerset. Inspire currently work with 550 growth members, and more than 3,000 ordinary 
members that range from small businesses to large corporations.

GETTING ACCESS TO BEST ADVICE AND SUPPORT 
Once a clear growth strategy has been developed 
between the owner of the business and one of Inspire’s 
business experts, they have access to a ready-made 
network of trusted professionals in every discipline 
of business thanks to a team of experienced business 
advisors and around 100 partner experts who they 
refer to when their clients need specialised help.

Inspire connect businesses to each other and help 
them to provide mutually beneficial services. It can be 
difficult for business owners to sift through the large 
amount of business support, and what’s best for your 
business is something business leaders don’t have the 
time to fully commit to when running a business.

Inspire have also recently launched a fully integrated 
digital transformation package for SMEs to ensure they 
are taking full advantage of new technologies, including 
artificial intelligence, to drive business growth, beat the 
competition and become more productive.

They are excited about the recently launched 
“Virtual Board” in January bringing affordable  
and flexible NED support to ambitious SMEs across  
the South West.

GOLDMAN SACHS 10,000 SMALL BUSINESS PROGRAMME
Inspire have partnered with Goldman Sachs to bring 
access to the Goldman Sachs 10K Small Business 
Programme, which brings together leaders of small 
businesses from across industry sectors and creates 
unique networking and peer learning opportunities. 

The programme provides 100 hours of expert, fully 
funded support and education for business leaders in 
business growth.

Programme results show that graduates consistently 
grow their revenues and create jobs at rates that 
outperform the broader economy.



DID YOU KNOW THAT WE 
HAVE OUR VERY OWN APP? 

This can be downloaded from the 
App Store or Google Play. 

It includes links to all key software 
(Xero, Auto-Entry, QBO) and a useful tax 

calculator plus many other features. 

It’s free to download, so why not take a look.

 APP

EVENTS NOT TO BE MISSED
As an Inspire member, you will have access to a large 
number of monthly events that take place across the 
region.

They include everything from education and learning 
on a huge variety of business issues and business 
growth strategy forums to visits to innovative 
businesses and meetings with the Bank of England.

A BIG PEDIGREE
Inspire won a contract to run the Swindon and 
Wiltshire growth hub in 2016 and have since embarked 
on a strategy to become the leading organisation in 
the wider South West for delivery of support to fast 
growing businesses or scale ups.

Having successfully launched into Bristol in 2017, they 
were then endorsed as ScaleUp ambassadors for 
Swindon and Wiltshire by the ScaleUp Institute.

Last year they won a contract with the Heart of the 
South West Growth Hub to deliver scale up support to 
fast growing businesses across Somerset and Devon. 

For more information on how Inspire 
can help your business, visit 

www.inspirebiz.co.uk or telephone 
01225 355553.
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YEAR-END PLANNING
As we start a new year, thoughts invariably turn to new years resolutions and fresh starts. Whether 
considering your personal or business position as we approach the end of the tax year (5 April 2020) there 
are many aspects that can be considered with a view to mitigating overall tax liabilities and achieving 
income objectives. Working closely with your accountant and financial adviser is vital to achieving optimum 
individual effectiveness. Areas that can be considered include:

PERSONAL INCOME
Achieving optimum tax effectiveness is usually the main 
consideration. However, sometimes income maximisation 
can be more important, for example in the circumstances 
where a mortgage may be applied for, based primarily 
on income shown on the 2019/20 tax return. Therefore, 
understanding objectives is important in the first 
instance. However, when aiming for tax efficiency, various 
aspects should be considered, including:

• The personal tax allowance - £12,500 in 2019/20.

• The basic rate tax band - £37,500 in 2019/20
(which, with the personal allowance, means that a 
total of £50k can be received before higher rate tax 
is payable).

• Effective use, where possible and applicable, of:
 - The £2k dividend allowance.
 - The saving allowance - £1,000 for a basic  
    rate tax payer and £500 when in higher rates.
• The overall impact on any tax credits being

received and that could become payable/repayable. 
• When child benefit is being received, avoiding

income between £50k and £60k (when a 
proportional amount becomes repayable).

• The point at which the personal allowance is lost
- income between £100k and £125k – resulting in a 
very high effective marginal tax rate.

• The top rate tax income tax threshold of £150k.

Planning such things as dividends and interest paid on 
director’s loans can have a significant overall effect. 
Spreading income between spouses can also have a 
significant effect, particularly by carefully structuring 
family shareholdings.

BUSINESS TAX
Many companies and unincorporated businesses have 
financial years that end either on 31 March or 5 April. 
Business tax can be mitigated via careful planning, 
which may include, for example, the timing of capital 

expenditure e.g. on equipment and vehicles. Different 
types of finance agreements differ in the way that tax 
relief is achieved. However, the commercial aspects of 
this expenditure are also important to consider, as well as 
potential benefits in kind for company vehicles.
Other potential things to consider are pension 
contributions for business owners, bonus payments 
for key staff or family members, dividend payments 
for shareholders.

PENSIONS AND INVESTMENTS
Reviewing pension arrangements and considering 
additional lump sum contributions can also be effective, 
linked to the overall position, and early advice from our 
Financial Planning Team can be useful. Linking to this 
is the effective use of Individual Savings Accounts (ISA) 
allowances and other more specialised tax effective 
investments (for example EIS and VCTs).

CAPITAL TAXES
In certain circumstances it can also be useful to consider 
the timing of capital disposals, the use of the annual 
capital gains tax annual exemption and possible 
crystallisation of, or use of, capital losses.

SUMMARY
In conclusion, there are many factors that should 
be considered to achieve individual objectives. Each 
individual is unique and a combination of the above and 
other factors should be considered 
to achieve the optimum position. 
Liaising and working closely with your 
accountant is important to help us 
to work towards achieving the best 
overall position for you. Please do, 
therefore, speak with your normal 
Albert Goodman contact to discuss 
and consider optimal tax planning.

John Coupe
Senior Manager

john.coupe@albertgoodman.co.uk
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CLOUD
ACCOUNTING... 
WHAT NEXT?

So, you’re getting to grips with cloud 
accounting and keeping your records 
on Xero, QBO, Sage Cloud... and seeing 
the benefits this brings – what next?
 
Which part of your process can you 
automate next to save more time 
and enhance your record keeping 
and management information even 
further?

In the first of a series of articles we 
introduce our AG App Stack. This shows 
examples of some of the apps available 
and will be further developed and more 
apps added as we find the best ones to 
recommend to you:

• Invoice processing can be automated 
with Auto Entry, Hubdoc and Receipt 
Bank.

These systems capture, analyse 
and posts invoices, receipts and 
statements into your accounting 
system. Documents can be uploaded 
using a mobile device, desktop, email, 
or scanner and then you can access 
all your documents in one centralised, 
digital system of record.

Prices vary across the systems and can be tiered pricing, price per item and with Hubdoc from 18 March 2020, 
will be included in Starter, Standard and Premium Xero plans free. Once documents are uploaded to Hubdoc, 
the key data is automatically extracted and synced to Xero as accurately coded transactions. Xero then matches 
these transactions to the bank feed for one-click reconciliation. All documents are searchable and easy to access 
from anywhere in the world.

 
• Get paid quicker by adding a payment service to your invoices. Systems such as Stripe allow you to receive

online payments from the full range or debit and credit cards.

Stripe integrates with Xero and a number of other systems and gives your customers 
a quick and easy way to pay you.
 

• If you are using Xero, QBO or Sage and are looking to improve the quality of your data, 
be more efficient or benefit from hearing about new developments or tips and tricks then  
an AG System Health Check is the thing for you. We review your accounting system and 
prepare a report detailing areas for consideration and suggestions to improve the records  
and aide the business management.

 
Please speak to your usual Albert Goodman contact 
for more details on any of the above and more. Clare Blackmore

Director of Cloud Accounting

clare.blackmore@albertgoodman.co.uk

app stack

Business Insights

Snapshots

Reports and advice 
from Albert Goodman 
including Cash Flow, 
MI, KPIs and Health 

Checks

Expenses
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Legislation was introduced a few years ago providing clarity on what HMRC will consider to be a trivial 
benefit and therefore exempt from tax and reporting obligations.

This is a useful bit of legislation and perhaps not that widely known about.

The rules allow employers to provide benefits of up 
to £50 per employee and providing the following 
conditions are met, no tax charge arises: 

•  the cost of providing the benefit cannot exceed  
 £50 per employee (including VAT), 

•  the benefit is not cash or a cash voucher (but  
 gift cards would qualify as long as they are not  
 exchangeable for cash);

•  the employee is not entitled to the benefit as  
 part of any contractual obligation (including under  
 salary sacrifice arrangements);

•  the benefit is not provided in recognition of  
 particular services performed (or in anticipation  
 of such services) or as part of their normal  
 employment duties.

In most instances, an employee can receive multiple 
trivial benefits throughout the year, as long as each one 
does not exceed £50. However, where the employer is a 
close company, the exemption is capped at a total cost 
of £300 in the tax year where the benefit is provided 
to an individual who is a director or other office 
holder of the company (or a member of their family or 
household).

EXAMPLES OF TRIVIAL BENEFITS
As per HMRC’s guidance, some types of examples of 
trivial benefits are:

• taking a group of employees out for a meal to  
 celebrate a birthday (this could be covered by the  
 £150 employee entertaining allowance if it hasn’t  
 already been used)

• buying each employee a Christmas present or  
 birthday present

•  flowers on the birth of a new baby

•  a summer garden party for employees

The aforementioned is on the basis that the benefit 
per employee does not exceed £50. 

There are many other tax efficient 
ways of providing benefits to staff. 

If you would like further information 
on trivial benefits or benefits in 
general, please contact us.

Sharron Quick
Senior Manager

TRIVIAL BENEFITS

sharron.quick@albertgoodman.co.uk
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VAT  CH A NGES  F OR  T HE 
CONS T RUC T ION  SEC TOR

From 1 October 2020 there are significant changes planned for VAT in the construction sector to help HMRC 
combat VAT fraud. These changes were originally planned to take effect in 2019 but were delayed due to the 
sector not being ready. 

WHAT IS CHANGING?
From 1 October 2020 the way that VAT is accounted 
for on supplies of specified construction services will 
change. This is through the introduction of a reverse 
charge mechanism which means:

• The supplier of the services will no longer have  
 to charge VAT where the services are supplied     
 to another VAT registered business in the  
 construction sector 

• Instead the customer will declare the VAT due  
 as output tax on their own VAT return and reclaim  
 it through the reverse charge mechanism

WHAT SERVICES ARE IMPACTED?
These VAT changes will impact subcontractors and 
contractors that fall within the scope of Construction 
Industry Scheme (CIS) who are VAT registered. It is 
estimated that these changes will impact up to 150,000 
businesses nationally.

The types of services impacted by these changes 
include:

•  General construction 
•  Groundwork construction
•  Renovations and maintenance
•  Internal cleaning of buildings and structures  
 (carried out in the course of their construction)
•  Installations of heating, ventilation and air  
 conditioning

But this excludes:

• Sales to consumers not in the construction sector

•  Building suppliers (e.g. plant and machinery,  
 materials and equipment)
•  Architectural services
• Security
• Signage

WHAT IS THE IMPACT?
The greatest impact is likely to be the administration 
involved. Businesses will have to review their internal 
accounting processes and have greater dialogue with 
their suppliers and customers on the VAT treatment. 
It will also be important for businesses to maintain 
evidence to support the decision and minimise risk of 
VAT penalties.  Businesses will also need to consider 
the impact of the changes on their 
cashflow. 

Whilst there is plenty of time until  
1 October 2020, it is still a good idea 
to start your preparations early by 
checking your processes, speaking 
to your contacts and suppliers, 
and seeking assistance from your 
accountant if needed. Joe Doggrell

Partner

joseph.doggrell@albertgoodman.co.uk
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Whilst the best time for entrepreneurs and business owners to think about exit planning is when the business is 
set up or acquired, with all the other things that need to be dealt with in a fledgling business, it is fair to say that 
exit planning rarely gets the attention it deserves at this key stage.

Worse than that, the reality is that business owners often only start to think about exit planning when they 
decide to exit, or when they are approached by a potential acquirer and subsequently find themselves on the 
back-foot from the outset of any resultant sales negotiation process.

All too often the decision to sell is driven by factors 
outside of the control of the business owner, for 
example unexpected illness, a change of family 
circumstances or even simply due to a desire to do 
something different. 

Regardless of the motivation to sell and even before a 
conscious decision to sell has been made, there is much 
that can be done to make the eventual sales process as 
smooth as possible and, more importantly, to maximise 
the value that is eventually achieved for the business.
In a nutshell, preparing for sale is very much ensuring 
that the ‘ship is in good order’ but what practical 
actions should business owners consider to ensure that 
this the case?

•  Take a good objective look at your business as if
you were a potential buyer and list the issues 
that could put you off or that could result in a 
‘discounted’ offer. Such a review should encompass 
physical attributes such as the condition of 
property and other tangible assets as well as the 
more intangible attributes such as its culture and 
‘look and feel’ of the business.

•  Identify and understand the real ‘value drivers’
in your business so that these areas can be  
focused on.

In addition to obvious factors such as recurring 
work and fee levels, this should also consider 
opportunities open to the business such as 
diversification into other products or services  
or perhaps geographical areas.

•  Prepare and regularly update a ‘business
information pack’ or ‘seller pack’ to include 
information that would be of interest to a  
potential acquirer such as detailed financial 
information and budgets.

•  Review key contracts (including contracts of
employment) to ensure that these are up to date 
and in the correct ‘name’ and don’t include any 
onerous terms (change of control etc) that could 
get in the way of an exit.

•  Consider documenting key business procedures
which will not only assist the handover of the 
business to new owners but also assist new and 
existing members of staff to better understand 
their roles and responsibilities.

•  Formalise roles and responsibilities within the
business and have a clearly laid out organisation 
chart that demonstrates, as far as possible, that an 
effective management team exists.

PREPARING FOR SALE
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Neil Hutchings
 Corporate Finance Director

neil.hutchings@albertgoodman.co.uk

•  Address any ongoing disputes or disagreements
with internal or external parties.

•  Know your position with regards to taxation.

•  Consider the handover period that you would
be prepared to provide to ensure the efficient and 
effective handover of the business to new owners.  

•  Ensure that you are supported by the correct
team of advisers who fully understand your 
business and provide you with the ‘hand-holding’ 
that will be required to guide you through a sales 
process. In addition to the peace of mind that 
being ‘sale ready’ provides to business owners, 
undoubtedly a business that is sale ready is seen as 
much slicker and more professional in the eyes of 
the potential purchaser. 

In addition, being prepared in this way will greatly assist 
in the financial, commercial and legal due diligence 
phase of the sales process during which you will be 
required by the prospective purchaser of your business 
to ‘bare-all’ with regards to the business. Having the 
required information to hand and with explanations 
already in mind, this can greatly reduce the time and 
costs involved in the due diligence process as well as 
minimising the likelihood of any unforeseen issues and 
the potentially costly negotiation of warranties and 
guarantees.    

Aside from being important aspects to consider in a 
sales process, in many ways the list above includes 
best practice procedures that would aide the efficient 
ongoing operation of a business and therefore, 
whether or not a decision is made to sell the business, 
undertaking such an exercise will never be a waste of 
time. However, on top of ever increasing workloads 
and with the prospect of adding another project to the 
‘to do’ list rarely being an attractive proposition for 
business owners, the engagement of Albert Goodman 
to assist with your exit planning is an effective way of 
helping to ensure that you are sale ready and receive 
full value for your business.
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Financial Planning Ltd, which is authorised and regulated by the Financial Conduct Authority.

www.albertgoodman.co.uk


