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Welcome to the latest edition of our
newsletter where we provide an
update on the latest news and events
affecting tech businesses.
As we look back on another London Tech Week,
one of our highlights was to host a panel event at
Createch, the conference that celebrates the role of
creative technology in the wider economy, and here
we summarise our key takeaways.

Also in this edition, guest author Pat Saini from law
firm Penningtons Manches Cooper, explores the
relevant immigration options for tech companies
and tech entrepreneurs who are looking to bring
talent to the UK. We also demystify some common
misconceptions around R&D tax credits and explain
how many tech businesses could be overlooking the
opportunity for a significant cash-injection.
Read all this and more here.
To discuss any of the topics raised or to find out how
else we can help you, please contact us.
Nick Winters
Partner – Head of technology

nwinters@ks.co.uk

Finance and funding for
tech businesses

In case you missed our lively panel discussion at the Createch conference in
June, we summarise the key points for you here.
Createch, which took place
during London Tech Week,
is the conference run by the
Creative Industries Council
that celebrates the role of
creative technology in the wider
economy.
These are the key takeaways from
our discussion:

1. The proposition and
management matter to
investors
Investors will not invest unless
both aspects meet their criteria,
with management often being the
determining factor.
We can help you develop your
investment proposition and
present the opportunity to
selected investors. We will then
project manage the transaction
to conclusion. Our focus is on
delivering the best available deal
and most suitable funding partner
to our clients, while providing
active institutions with quality
investment opportunities.
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2. Consider all your fundraising
options

3. Start-ups can benefit from
the UK’s tax environment

Equity funding is not the only way
to find financial backing. It’s worth
considering debt and alternative
financing, as they can be cheaper
and less time-consuming as well
as preserving your equity stake.
We can help with this by advising
you on your options and making
introductions to lenders and
alternative finance providers.

Such reliefs as SEIS and EIS can
be very beneficial to early-stage
businesses. We can help you
navigate the complex tax reliefs
available to tech businesses and
help you avoid making expensive
mistakes.

If the equity funding route is
the best option for your tech
business, we can help with that
too. We raise growth capital funds
for private companies, typically
with revenues of £1 million plus,
via our network of institutions. Our
network encompasses leading
VCT and EIS fund managers,
private equity and mezzanine
providers with a focus on growth
capital and consortiums of
high net worth individuals with
institutional backgrounds and
investment criteria.

Contact us for more information
and to find out how we can
help you.
Click here to read our quarterly
Growth Capital Update. It
presents analysis of transactions
where UK private companies have
raised between £1 million to £15
million of growth equity capital.

The Knowledge Transfer
Partnership:
supporting business growth

The Knowledge Transfer Partnership
(KTP) scheme helps businesses to
innovate and grow.
It does this by giving them access to the skills
and research in UK universities and other
academic and research organisations. The
scheme links businesses to such organisations
and a graduate studying in them for the purpose
of delivering a specific, strategic innovation
project. The scheme can last from 12 – 36 months
depending on the project and business needs.

Advantages for tech companies
For tech companies, the KTP provides an
opportunity to benefit from expertise they currently
don’t have in-house. This can help improve business
performance and productivity and make them
more competitive.

A tech company who partnered with the University
of East London on the scheme commented: “The
level of expertise offered by the university is not
available on the market through consultancy or any
other means because they represent entirely new
knowledge and methods.”

Costs
Companies are required to make a contribution
and the amount depends on the scale and length of
the project and the size of the company. Typically,
this is around £35,000 for SMEs and £55,000 for
large businesses.
To find out more and how to apply, visit gov.uk.

The KTP provides
expertise not currently
available in-house
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R&D tax relief – have you
claimed all you’re entitled to?
The Research and Development Tax Relief scheme (R&DTR) helps businesses
fund their research and development activities.
There are two main formats; R&D
Tax Relief for SMEs and R&D
Expenditure Credit for Large
Companies (RDEC). Which a
company is eligible for depends
on the size and the conditions
under which they are carrying out
their research or development
activities.

33.35% of your eligible R&D
spend. For most of the companies
we assist in claiming, this results
in a five or six figure pay-out from
HMRC! Larger companies are
eligible under the RDEC scheme
which can be up to 9.72% of
eligible R&D spend.

How much can I claim?

Common misconceptions
demystified

If your company employs fewer
than 500 members of staff, it’s
likely you can claim under the
SME scheme which is up to

R&D is not only for scientists –
The R&D tax legislation is much
broader than many people think
and most of the companies
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making claims are not within the
scientific sector at all.
Being paid to undertake R&D
does not mean you can’t make
a claim – In order to determine
the eligibility of a project under
the SME scheme it is important to
examine which company takes on
the technical and financial risk –
one of the key determining factors
for this is which company “takes
the hit” when the complexity of
the R&D results in additional work
being undertaken.

Receiving grant funding does
not exclude a company from
making a claim – However, it
may exclude that company from
claiming all of the expenditure
under the SME scheme. Whilst
this may mean that the company
receives a lower rate of relief, as
they may have to claim under
RDEC instead – this will still
enable them to gain almost 10p in
every £1 back.
You have longer than you might
think to make a claim – Time is
of the essence, although the R&D
tax scheme does allow companies
to claim for R&D activities in the
last two financial periods.

Making a claim doesn’t have
to be time-consuming or result
in an investigation by HMRC –
Experienced R&D tax specialists,
like the team here at Kingston
Smith, take the weight off the
company’s shoulders, ensuring
that they are claiming all the
eligible R&D within the business
while satisfying HMRC with a
strong technical justification.
To find out how much you could
claim, please contact us.

R&D is not only for scientists –
The R&D tax legislation is much
broader than many people think
and most of the companies making
claims are not within the scientific
sector at all.

Kingston Smith
secures 6-figure
cash back for
broadband
company
We recently helped a
company that delivers high
speed fibre networks claim
over £100,000 in R&D tax
credit. We helped them
identify eligible R&D
projects and collect the
information required to
make the claim.
Just over two months later,
our client received their
refund, with more to follow
over the next few years.
The significant cash benefit
will help the company fund
further R&D activity, from a
source that would have
been overlooked without
Kingston Smith’s advice.
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Bringing talent to the UK

Despite the uncertainty surrounding Brexit, the strength of the UK tech sector
means that the UK remains a critical hub in the global tech ecosystem and a
key destination for tech talent from around the world.
Pat Saini head of Immigration
at Penningtons Manches
Cooper LLP and Chair of
Tech London Advocates
(TLA) immigration and talent
working party explores the
relevant immigration options
for tech companies and tech
entrepreneurs who are looking
to bring talent to the UK.

Tech Nation visa
Also known as the Tier 1
(Exceptional Talent) visa. This
visa enables the brightest and
best tech talent from around
the world to come and work
in the UK’s digital technology
sector, contributing their cuttingedge expertise, creativity and
innovation to maintaining the
UK’s position at the forefront
of the global digital economy.
Those applying will have a track
record in digital tech, which can
be either technical expertise or
digital marketing and business
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development experience.
Recognised leaders in tech can
expect to be endorsed under
‘Talent’ whilst emerging leaders
can expect to be endorsed
under ‘Promise’.
Under this visa category,
applicants do not need a job
offer in the UK in order to apply.
Individuals are assessed solely
on their skills, expertise and how
they intend to benefit the UK’s
digital tech sector.
The application process is in two
stages:
Stage 1: Application for
Endorsement – assessed by Tech
Nation experts, those that are
endorsed can proceed to apply
for the visa.
Stage 2: Application for
Visa – this is submitted to the
Home Office.

Those endorsed under Exceptional
Talent may be eligible to apply for
Settlement in the UK after 3 years.
Those endorsed under Exceptional
Promise may be eligible to apply
for Settlement in the UK after
5 years.
More information on the eligibility
criteria for this visa can be found
here.

Start-up and Innovator visas
These visa categories were first
announced during London Tech
week in 2018 and were formally
rolled out by the Home Office in
March 2019.
The start-up visa is for those
seeking to establish a business in
the UK for the first time. Applicants
should have an innovative, viable
and scalable business idea, which
is supported by an endorsing
body. The start-up visa is an
expanded version of the Tier 1

Graduate Entrepreneur visa,
which allowed universities to
endorse international students.

A list of business and higher
education endorsing bodies can
be found here.

are exempt from this requirement
and therefore sponsors can fill
vacant positions quickly.

The innovator visa is for more
experienced business people
seeking to establish a business
in the UK. Applicants will have an
innovative, viable and scalable
business idea, which is supported
by an endorsing body. With some
exceptions, applicants will also
require £50,000 funding to invest
in their business.

Tier 2 sponsor licensing and
Tier 2 visas

The following four digital
technology roles are currently on
the shortage occupation list:

The key requirement under
both these categories is that
individuals will need to obtain
an endorsement from a relevant
body. These bodies will include
UK higher education institutions,
which meet specific requirements
and organisations with a proven
track record of supporting UK
entrepreneurs. Such bodies will
need Home Office approval.

The UK remains
a critical hub in
the global tech
ecosystem

Tech companies wishing to hire
or transfer skilled migrants should
also consider Tier 2 sponsor
licensing and Tier 2 visas.
Before a business, which is
established in the UK, can
sponsor (employ/transfer) foreign
individuals into skilled jobs that
it has been unable to fill from the
resident workforce, the business
will need to obtain a sponsor
licence. A sponsor licence is valid
for four years.

Tier 2 subcategories
There are two subcategories of
Tier 2 as follows:
Tier 2 (General), which is for
workers who have an offer of
a skilled job from an employer
in the UK that cannot be filled
by a settled worker. Most roles
under Tier 2 (General) require
advertising. However, digital tech
roles on the shortage occupation
list and which meet certain criteria

•
•
•
•

product managers
data scientists
senior developers
cyber security specialists

Tier 2 (Intra-Company Transfer)
is for an existing employee of a
multinational employer who needs
to be transferred by the overseas
employer to a UK subsidiary or
branch for training purposes or to
fill a specific vacancy that cannot
be filled by a settled or EEA
worker either on a long term basis
or for frequent short visits.
There may be other immigration
routes open to companies or
individuals operating in the tech
space. Advice should therefore
be taken to understand all the
relevant immigration options.
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Managing the risks of
third-party outsourcing in
the technology sector

The search for more efficient means to access technology capabilities without
investing significant amounts of resources in non-core activities has fuelled the
markets for outsourced services.
Outsourced service providers
(OSPs) are in a strong position to
help those firms that are keen to
outsource their internal business
processes while also remaining
accountable for the outsourced
risks. Firms don’t need to own
the assets; they just need to
access the capabilities and be
assured that the service will
perform as well as or better than
when undertaken internally. The
capability model has seen the
exponential growth of the
OSP market.
Software and technology in
particular have experienced
tremendous growth in the
service market over recent
years fuelled by constant
technological innovation (e.g.
artificial intelligence, machine
learning and robotic process
automation). These technological
changes bring many benefits but
also require significant cyclical
investment.
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Improvements in technology have
enabled more efficient remote
access and produced cost
savings from shared propositions.
Software-as-a-service (SaaS),
platform-as-a-service (PaaS) and
infrastructure-as-a-service (IaaS)
models are now widely accepted
and form key components of
business operating models.
Continuing use of an ownership
model is prohibitively expensive
compared with accessing these
services from an OSP.

These
technological
changes bring
many benefits
but also require
significant cyclical
investment.

Effective risk management
As firms will always retain
accountability for outsourced
activities, they must manage the
related risks effectively to remain
within their risk appetites by
ensuring robust internal controls,
appropriate governance and
oversight arrangements, are
operated by the OSP.
Traditionally firms have sought to
manage their outsourcing risk by
inserting ‘right of audit’ clauses
in contractual agreements so
that their own staff, typically risk,
compliance or audit teams, can
review the processes of their
OSPs. However, these review
scopes were often restricted by
the OSPs due to data protection
and privacy issues.
Instead, to deliver more robust
assurance on outsourced
operations, two framework
standards provide independent
assurance to customers of

OSPs. These standards are the
Statement on Standards for
Attestation Engagements No.18
(SSAE 18) issued by the American
Institute of Certified Public
Accountants (AICPA), and
the International Standard on
Assurance Engagements (ISAE)
3402 issued by the International
Federation of Accountants (IFAC).
These audits provide assurance
on the internal controls of a
process affecting the customers’
financial statements e.g. project

Data protection
concerns and
scarce internal
resources are
managed much
better.

management or billing, or over
non-financial internal controls,
e.g. data centre services. The
assurance can be provided at a
point in time or over a period.

Benefits
OSPs and their customers all
gain many benefits from these
audits. These benefits include
more robust examination and
testing of the OSP’s processes
and controls due to the
independent skilled auditor having
access to all relevant records
and documents, undertaken by
specialists with much broader
understanding of the market
(including best practice). Data
protection concerns and scarce
internal resources are managed
much better.

risks in a single report to all
customers; this enables greater
efficiency, consistency and wider
acceptance of coverage for
outsourced risks. One report by
one independent audit team will
meet these requirements.

Expert advice is crucial
Undertaking a successful
independent controls assurance
report requires initial investment
in time and resources. This effort
should not be underestimated
and requires an expert team that
understands the requirements
of both the OSP and their
customers.
Contact us to find out how we can
help you.

The OSPs are then dealing
with subject matter experts
who can clearly articulate all
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Spotlight on Corporate
Finance

It’s been another busy
period for our corporate
finance team and we are
advising on increasing
numbers of transactions
in the tech sector.
We have covered below some of
our highlights from the last six
months including our deals and
publications. If you would like
to find out how our corporate
finance team can help you,
please get in touch.

YouTube
We advised on the successful sale
of a majority stake in Toddler Fun
Learning (TFL) to private equitybacked media vehicle Moonbug.
TFL delivers children’s content via
YouTube and an app and aims to
transform learning and storytelling
for children worldwide. This is the
second sale of a YouTube channel
our team has assisted with,
having previously advised on the

sale of children’s channel Little
Baby Bum last year.

HealthTech Fundraise
We assisted Triumph Research
Intelligence, a company dedicated
to risk-based monitoring in clinical
trials, in securing growth capital
funding from Octopus Ventures
to accelerate the development
of its technology and expand its
international presence.

Renewables
Renewables provide nearly a third
of UK power in the UK and half
of this is generated from wind
energy*. Our team are experts at
providing tax and financial due
diligence in the renewables space
and have advised on eight wind
and solar transactions in the last
two years, five of which were in
the last six months.

Keeping you informed
Our Growth Capital Report is our
quarterly report on UK private
companies raising £1 million
to £15 million each. Our latest
edition revealed tech companies

(including fintech and online B2B)
accounted for half of deals in Q1
2019. It also showed that Q1 2019
surpassed the same quarter 2018,
demonstrating the continued
appetite of UK institutions.

Looking ahead
In the face of increasing economic
uncertainty, it will be ever more
important for tech businesses
to focus on their long-term
objectives by ensuring they have
a robust strategic plan to achieve
them. Our strategic advisory
services help owners prioritise
key value drivers within their
business and identify how to
proactively take steps to improve
them. These services focus on
increasing both the profitability
of our clients’ businesses and
the valuation multiple they can
achieve on exit. To read more
about how we can help, please
click here.
Please get in touch for more
information on any of the above,
or to discuss future opportunities.

*www.renewableuk.com/page/WindEnergy
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Money 20/20
Europe
Over 5,000 payment professionals
from across Europe and farther afield,
including Kingston Smith financial
services partners Tom Moore and
Ryan Day, congregated in Amsterdam
at the beginning of June for
Money20/20 Europe, Europe’s largest
fintech event.
Money20/20 offered attendees the opportunity to
visit exhibitors, network, build relationships, and
listen to over 70 hours of content from 350 speakers.
There were also keynotes from fintech heavyweights
including Santander chief digital & innovation officer
Lindsey Argalas, Stripe CEO Patrick Collison,
Starling Bank CEO Anne Boden, Amazon Pay VP
Patrick Gauthier, and ING Group CEO Ralph Hamers.
This year’s conference centred on 12 industryadvancing themes: banking transformation,
payments evolution & innovation, platform ecology,
cyber security & risk management, data driven
innovation, transformational technology, future
commerce, identity & authentication, regulation
& compliance, marketing & communication,
entrepreneurship & investing, inclusive finance and
globalisation.
With so many exciting things happening in the sector
right now, organisations attended Money20/20
to formulate strategies, educate themselves and
identify new business partners. Representatives of
the major investment funds were also present and
took the chance to identify potential new investment
opportunities. We were proud to be part of such an
exciting event and look forward to seeing the themes
play out in the market over the next year.
If you would like to discuss any of the themes from
Money 20/20 Europe, or if you have a business and
need some advice, then please get in touch with
Tom Moore.
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