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Introduction
Welcome to our Manufacturing Newsletter
Welcome to our Autumn Manufacturering Newsletter. As I sit here
to write this, life returns to normality (ie children back to school,
summer holidays completed) or does it?
We have a huge uncertainly over Brexit, there is much unrest
within parliament with unchartered waters in some resolutions so
it is important to focus on things we can control and we are good
at.
I hope you find the articles herein interesting. If you would like to
discuss any of them or anything else, please do not hesitate to
contact me.

Chris Hill
Partner
Sheffield
cih@Hawsons.co.uk
01142667174
Hawsons are specialist Manufacturing accountants
Hawsons has a dedicated team of specialist manufacturing and engineering
accountants in Sheffield, Doncaster and Northampton.
Our specialist team offers a wide range of services which are tailored to meet your
individual needs. Our understanding of the issues faced by the manufacturing and
engineering businesses means that we can proactively seek out ways for you to
maximise your profitability and minimise your tax liabilities.
For more information on our manufacturing expertise, including the services we
offer and our experience, please visit: www. Hawsons.co.uk/manufacturingengineering-accountants/

The Decline in Manufacturing Output
According to the latest the Confederation of British Industry (CBI) Industrial Trends Survey
manufacturing output has decreased to a standstill in the three months leading up to June 2019. The
total number of orders submitted in the manufacturing books has been the lowest since October
2016, and this has been the slowest growth since April 2016.
The decrease in the manufacturing output in the three months leading up to June was mainly because
of the 83% reduction in motor vehicle production. This has been the largest drop since the financial
crisis.
On the other hand, the manufacturing output outside the motor vehicle area is looking much brighter.
Ten out of the other sixteen sectors grew, mainly in areas such as chemicals and food, drink and
tobacco sectors.
Key facts:
• There has been 83% reduction in motor vehicle production.
• Manufacturing has decreased to a standstill in the three months leading up until June 2019.
• Manufacturing output outside motor vehicle is looking much brighter as ten out of the other
sixteen sectors grew. (CBI)
Tom Crotty, Group Director of INEOS and Chair of CBI Manufacturing Council, said: “Manufacturers are
proving highly resilient in the difficult circumstances they face, but these results are further evidence
of how ongoing Brexit uncertainty is holding back growth in key industries.
“The first item in the new Prime Minister’s in-tray must be to quickly resolve the Brexit deadlock. We
can then look forward to working with the new government to address long-term challenges and
identify new opportunities to enhance productivity in the sector”.

What Automation Really Mean For Jobs and
Productivity?
The robotics industry is quickly evolving, as technological advances mean that the
capabilities of robots will enable them be able to take over tasks once carried out by
humans. The number of robots used worldwide has tripled in the past two decades to 2.25
million. Trends suggest that this will increase even quicker in the next 20 years, reaching 20
million by 2030.
The growth in robots will be challenging for governments and policy makers as robots will
increase productivity and economic growth, which will produce new jobs in industries that
currently do not exist. However, many currently sectors will be disturbed and millions of
current jobs will be lost to robots, with an estimated 20 million manufacturing jobs to be
taken by robots.
This will affect job losses across countries and regions, with lower skilled workers and poorer
local economies more at risk than anyone else. As well manufacturing jobs robots will be
able to carry out one third of jobs currently carried out by people. This includes supermarket
workers, over-the-counter bank staff, security guards, waitresses, cleaners, bar workers and
those in administrative roles are most at risk.

Key Statistics:
•

Technological advances mean that the capabilities of robots will enable them
to be able to take over tasks once carried out by humans.

•

The number of robots used worldwide has tripled in the past two decades to
2.25 million.

•

An estimated 20 million manufacturing jobs are going to be taken by robots.

Government Announce New £30m R&D Funding to Help
Manufacturers go Digital.
Manufacturers are looking into digital
technologies as a way of upgrading their
productivity and competitiveness, and
can now bid for a new layer of
government funding. In what was one of
Greg Clark’s final acts as Business
Secretary (before the role was taken over
by Andrea Leadsom) he announced the
£30m R&D competition to boost the
drive for digital transformation of UK
manufacturing.

This competition is open to businesses
that have ambitious strategies to
renovate and develop their
manufacturing processes by using new
industrial technologies. For example data
analytics, immersive technologies,
connected environments and the
Internet of Things, according to BEIS
(Department for Business, Energy &
Industrial Strategy).

Clark said: “We want to support companies
of all sizes who want to develop new
digital capabilities, and will support
projects that will help ensure the UK
remains at the forefront of technological
developments.”

Key Facts:
• Manufacturers are looking into digital
technologies as a way of upgrading their
productivity and competitiveness, and
can now bid for a new layer of
government funding.

• This competition is open to businesses
that have ambitious strategies to
renovate and develop their
manufacturing processes by using new
industrial technologies.

The funding will come from the Made Smarter Challenge, the funding is
projected to have benefits such as improved productivity and revenues,
increased export sales, job creation, and upskilled and/ or retained
workforce, greater supply chain integration, and reduced environmental
impact.

11 businesses located in the North West have joined the 24 other
businesses who have been given funding up to now. The Made Smarter
business support programme could provide a further £13m in gross
value added (GVA) in the North West economy for these 11 businesses
alone over the next three years.

Juergen Maiers CBE, Siemans UK CEO and Co-Chair of the Made Smarter
Commission stated: “In a recent study, we found that 90% of
manufacturers believe the sector will transform fundamentally by 2021.
Technology has always been the bedrock of the manufacturing industry;
it is essential that organisations continue to embrace innovation and the
new possibilities that technologies like automation, robotics, quantum
inspired optimisation, and inter-connected devices.”

Apprenticeship Levy Must be Changed According to
Manufacturers

95% of manufacturers strongly believe that the
Apprenticeship Levy needs to be altered to an employerled system. Employers from the manufacturing industry
are asking the government for an immediate rethink to
the Apprenticeship Levy. This is to make access to funding
more flexible so they can develop the crucial skills
required for the future.
One of the main problems is the absence of suitable
apprenticeship training standards (training course
criteria). Which is the ability for employers to provide the
skills their business needs which is stopping companies
from training the next generation of employees. This is
due to companies not being able to use funding they
receive through the Apprenticeship Levy on workforce
training, as only 19% of the Levy paying companies
actually spent all of their Levy last year.
Key Facts:
•

95% of manufacturers say the Apprenticeship Levy
has to be altered to an employer led system.

•

One in five manufacturers want to scrap the Levy,
and one in 5 wish for improvements to be made.

•

19% of Levy paying companies actually spent all their
Levy last year.

Tim Thomas, director of Labour Market and Skills Policy at
Make UK, commented: “The apprenticeship levy was
rushed in development, hurried in implementation and
has been caught ever since in systemic chop and change.
It’s little wonder then that manufacturers overwhelmingly
want to see real change, not tinkering at the edges of a
skills system that is just too slow, too complex and
increasingly too late to deliver the skills needed by
tomorrow’s technologies.”

Preparing for the IR35 rules changes
If your business utilises subcontractors who provide personal services through limited
companies or other intermediaries then you may have to make substantial changes to
comply with the new rules.
The government has reformed the off-payroll working rules which will apply to workers
who supply their services to a client on a self-employed basis through an intermediary,
such as a limited company.
These changes will come into effect from 6 April 2020. The intermediary is often known as
a personal services company (PSC). HMRC has implemented these new rules to ensure that
off-payroll workers’ pay generally the same tax and national insurance contributions as an
employee.
It is currently the responsibility of the PSC to consider employment status and account for
PAYE/NICs where necessary. But from April 2020, this responsibility will be on the engager
to determine whether IR35 applies. If it does apply then tax and NIC will need to be
withheld from the payment to the PSC.
Although the changes do not come into effect until April 2020, it is advised that those
affected should start preparing now. HMRC has released a list of guidance for how to
prepare:
• Look at your current workforce (including those engaged through agencies and other
intermediaries) to identify those individuals who are supplying their services through PSCs.
• Determine if the off-payroll rules apply for any contracts that will extend beyond April
2020. You can use HMRC’s Check Employment Status for Tax (CEST) service to do this.
• Start talking to your contractors about whether the off-payroll rules apply to their role.
• Put processes in place to determine if the off-payroll rules apply to future engagements.
These might include who in your organisation should make a determination and how
payments will be made to contractors within the off-payroll rules.
The new rules will not apply to small companies that have an annual turnover of less than
£10.2 million, a balance sheet total of less than £5.1 million and less than 50 employees.
The Government has estimated that, as a result of the exception for small businesses, 95
per cent of end users will not need to apply the reform.
Please talk to us if you have concerns regarding these new rules.
To contact us and book your free initial meeting click here.

Crypto Assets Questions and Answers – HLB Webinar 27
August 2019.
1. Has HM Revenue and
Customs (“HMRC”) issued
any guidance?
On 19th December 2018, HMRC
released guidance on the taxation
of crypto assets for individuals. It
is believed to be one of the most
comprehensive sets of guidance
currently issued by any
government. It can found here.

3. What are the
identification rules for CGT?
Similar to a disposal of shares ie
•Same day transactions
•30 day rule
•The section 104 pool

2.How is an individual taxed?
Mining – subject to Income tax as
miscellaneous income on discovery
(not necessarily sale) ie tax rates up to
45%. Future growth is normally Capital
Gains Tax (“CGT”).
Investment – subject to Capital Gains
Tax, tax rates typically 20%. Losses can
be used against other gains.
Trading – slightly unusual that HMRC
would argue that an individual is
trading and subject to Income Tax
unless there were many transactions
and there was a profit. An individual
might argue for trading if there were
losses (to offset against income and
gains) , but HMRC would argue against.
It follows all the usual badges of trade
rules.

4.How is a company taxed?
It depends on how it is treating the crypto assets in
its accounts. Following IFRS interpretations
Committee guidance, it suggested IAS 2 (inventories)
could apply (when held for sale in the ordinary
course of business) or IAS 38 (intangible assets) could
apply when held as an investment. The corporate
taxation should therefore follow as trading income or
capital gains with rates of currently 19%. However,
any formal guidance/law has yet to be issued.

6. Are crypto assets
subject to Value Added
Tax (“VAT”)?
They are recognised as
akin to a financial product
and currently not within
the scope of VAT.

5. How is an employee taxed on
receipt?
If given by reason of employment it
is a readily convertible asset in
money’s worth. In essence subject to
PAYE (income Tax and NI employment taxes) on receipt.

7.Are there any tax “red herrings” or incorrect
stories?
The following are in circulation, but not accepted by
HMRC:
• It is gambling so it is not taxable
• It is a gain on money for personal use and is not
taxable under CGT.
• Exchanging one cryptocurrency for another (or a
different type) does not give rise to a taxable event.

8. Is HMRC on the offensive and
seeking out non disclosure of
income and gains?
Absolutely! HMRC has sent letters to at
least three popular cryptocurrency
exchanges operating in the U.K.,
requesting client transaction data. These
advance notices, which have been mailed
to eToro, Coinbase and CEX.IO, will serve
as precursors to a later statutory letter
which will require more definitive action.

10. Is Crypto asset use
regulated on unregulated?
The UK is fully supportive of Crypto
assets and has appointed a Crypto
assets Taskforce to understand and
develop the market. Their last
report is dated October 2018 and
can be found here.
Crypto assets remain largely
unregulated, but this may change
from early 2020.
Other countries for example India
and China do not support crypto
assets and have made their use
illegal.

9. What is the situs of a crypto
asset for resident but non UK
domiciled individuals?
With UK resident but non-UK domiciled
individuals being subject Inheritance Tax on
UK situs assets or potentially capital gains on
the remittance basis. This one is still open to
interpretation or regulation.
If the crypto currency is treated as UK situs,
then the downside for non UK resident and
non UK domiciled individuals is that it could
be subject to UK inheritance tax on death.
Yes the UK does want to tax foreigners!
These individuals should consider
company/trust structures to own UK assets.
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Sign up to continue receiving
updates from Hawsons...

Why do I need to
sign up...again?
Due to the new General Data
Protection Act (GDPR), that
comes into force on the
25 of May 2018, we need
confirmation that you are still
happy to receive our updates,
newsletters and events.

What do I need to do?
Just fill in your details to
confirm that you still want to
receive our updates, events
and newsletters. It only takes
a minute, and will mean you
stay in touch with us:
http://www.hawsons.co.uk/
newsletter/

Anything else?

Not at all! Although....you
can follow us on social
media to stay even more
up to date with everything
that we’re up to here at
Hawsons.

