
CHARTERED ACCOUNTANTS, TAX CONSULTANTS & FINANCIAL PLANNERS

Welcome to our summer newsletter. 

There are changes happening at the moment which 
affect the way you report your financial information 
to HMRC. Making tax digital is underway, and 
the majority of farming businesses will now have 
registered for this.

I am not a fan of making tax digital, as the government 
will now have access to all of your accounting 
transactions rather than just a summary of the VAT 
return, with a tax return at the year end. Big brother is 
here now. Maybe I am just cynical, however I do not 
like the idea that HMRC can trawl through accounting 
transactions of businesses looking for small errors. 

The argument is usually, if you haven’t done anything 
wrong then you have nothing to worry about. That may 
be the case, however it remains an uncomfortable 
process for many of us. On a brighter note, the spring 
has been kind to livestock and arable farmers alike. 
Harvest is nearly upon us so hopefully the weather 
(and rain) continues to be kind. Prices, on the whole 
are reasonable, so there is profit to be made, and tax 
planning to do.
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Conventional economic wisdom suggests that 
businesses have to be profitable; is such a simple 
approach always appropriate and is it really inexcusable 
to not make a profit?

In the dairy sector, we are becoming used to significant 
fluctuations in milk price over a five year cycle, an 
average producer is unlikely to make profit in all five 
of those years – probably making a loss in the year of 
trough milk prices. As long as the business is not judged 
on that one year alone – by either its owners or its 
lenders – then no harm is done. By coincidence, HMRC 
sets the example by being happy for farming businesses 
to be judged for tax purposes over the average of a five 
year period. So when a dairy farm produces a budget 
for a normal year or for an investment project, it usually 
works out to be a much more informative exercise if the 
question answered by the budget is “what price does 
the milk need to be on average over the next five years? 
- as opposed to trying to predict a milk price and asking 
“what profit will we make with that milk price?”.

Land purchase is another interesting area. It has been 
rare if not impossible in the last 40 years, for land 
purchase to increase the profit of an existing farming 
business – the returns from farming the extra acre in 
the short term are typically less than the interest cost 
associated with financing the purchase. However, once 
the benefits of capital growth are taken into account, 
(which don’t appear in the annual profit and loss account) 
then many businesses have very successfully grown 
their net worth by buying land over the years – even if 
they have made small losses farming that extra land. As 
long as the combined larger farm is still profitable, the 
original loss on the extra land is less relevant.

One of the most difficult sorts of businesses to source 
borrowing for over the last 10 years has been those 
that have a substantial asset base but no profit – the 
“asset rich, cash poor” ones. This is a more difficult pill 
to swallow for those businesses if, before the financial 
crash, they were able to borrow increasing sums against 
the value of their assets to fund day to day expenses 
or even trading losses. In the simplest of forms, this is 
pawn broking on a grander scale than the high street 
shop and as one very wise experienced banker once 
told me “….there is nothing wrong with pawn broking 

as long as I have the pawn!”. I wouldn’t go so far as to 
suggest it is only the bank’s security that is important 
though; the borrower must be aware or made aware of 
the implications of what they are doing; I would call it 
”pawn broking with integrity and transparency”.

The integrity and transparency comes with both 
parties being absolutely clear that in the absence of 
sufficient profit to cover the interest then it is inevitable 
that an asset will have to be sold at some point to 
repay the borrowing. There are many very rationale 
and understandable situations where this may be 
appropriate:

1. As part of an Inheritance Tax planning strategy. 
The prime objective here is to save tax at 40% 
- which is a relatively prudent thing to do if at all 
possible. In so doing, making a loss on the farming 
activities may be the cheapest cost of preserving 
the necessary Agricultural Property Relief.

2. As a bridge, pending a known and identified asset 
sale – that may be for a combination of well thought 
out and well advised wishes (frequently personal as 
opposed to commercial). The bridging term may be 
as overt as waiting for an elderly family member to 
pass away because of the personal impact on that 
individual if the relevant asset was sold.

3. On an estate where losses are arising, family 
requirements may be high and some long term tax 
planning is needed. New sources of income are 
prudently being established for the future but are 
simply exacerbating the drain on cash in the short 
term. However, the longer term “whole plan” is 
sensible and viable when it is fully implemented – 
but that may take some years to achieve.

What I describe is a good example of a mantra that we 
like to follow as accountants; to make sure that as far 
as possible the combination of three key drivers to any 
decision are always taken into account – the personal 
objectives of the family, the commercial needs of the 
business and minimising the tax impact. We find that 
combination is more likely to come out with the best 
answer, as opposed to driving the decision for any 
single factor. Too often the wrong decision is forced 
on families because that combination is not fully 

Does it have to be 
PROFITABLE?



understood and then advised on. Increasingly decisions 
are also being forced on families because of the lack 
of ability to borrow to fund losses, pending a more 
complete and appropriate answer being identified that 
meets the combination of factors.

This is not a request for cavalier lending against asset 
values to make a return – we are all still picking up the 
pieces of that approach. However, I do think there is a 
middle ground where well advised families with strong 
balance sheets can support extra borrowing to fund a 
temporary lack of profit. The key is absolute honesty 
and transparency from both the lender and the borrower.

In any situation where profit is not being made, it is 
essential to make sure that the cash needed to fund 
those losses and the continued farming operations is 
proactively sourced before it is needed – it is the lack 
of cash not profit that brings a business down. Some 

lenders will also lend the whole of the interest charge at 
the beginning of the term to make sure that the business 
has sufficient cash during the loan period, when both 
parties accept that profit will not be made. It may be an 
expensive way of borrowing but the results it achieves 
in complex situations can often be worth paying for – 
and these situations need plenty of thought and advice, 
they are not “off the shelve” proposals.

Of course it is better to be profitable than not, but there are 
situations where making losses is not all bad, I hope that 
where strong advice is evident, then borrowers and lenders 
accept that doing so might be the right thing to do.

Making Tax Digital (MTD) is now live and businesses with taxable turnover over the VAT threshold of £85,000 are 
required to sign up to MTD and submit their monthly or quarterly VAT returns through a digital link or through digitally 
enabled software. 

If you aren’t ready, the first thing you need to do is establish from what date you need to comply, using the table below:

RETURN PERIOD WHEN YOU MUST FILE THROUGH MTD

Monthly returns Monthly return for 30 April 2019

March, June, September and December Your quarterly return to 30 June 2019

April, July, October and January Your quarterly return to 31 July 2019

May, August, November and February Your quarterly return to 31 August 2019

Having established when you need to file by, you then need to consider if the way you currently keep your books 
will work for MTD. If you are using software which has been upgraded to be MTD compliant, you don’t need to do 
anything further. If you are using software which isn’t compatible you will need to change to something that will be, 
or you may be able to use Bridging Software. If you keep your records on spreadsheets, you may also be able to 
use Bridging Software. If you write up your records manually, you will almost certainly have to change.

At Albert Goodman, we have partnered with a number of software providers and are able to help and advise on any 
changes you need to make. We also offer a bespoke outsourcing service, which involves us keeping your books for 
you using Xero cloud accounting software, which is fully compliant for MTD. 

Once you have a compliant system in place, you then need to sign up for MTD with HMRC through your government 
gateway login. This doesn’t happen automatically.

If you aren’t ready for MTD or would just like further 
guidance on what you need to do, please contact Jenny 
Rowe, on 01823 286096.

Making Tax Digital is live: 
What you need to do now

Jenny Rowe  
Farms and Estates Team 
jenny.rowe@albertgoodman.co.uk 
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pat.tomlinson@albertgoodman.co.uk 



Often farming businesses face cash flow issues, 
typically for two main reasons – it is not generating 
enough cash from its trading operations or it has too 
much bank debt.

However, we often see that when you breakdown the 
cash flow that the business is generating a positive cash 
flow from its trade (after paying the interest on its loans), 
but the combined cost of drawings, reinvestment and 
debt repayment is too great.

Thereafter we often find that the business is repaying 
its loans too quickly which means that the cash needed 
for monthly repayments is too high compared to the 
amount of money the business can generate.

It’s a natural human trait that we want to be independent, 
that we don’t want to owe anyone and so the ambition 
is often to pay back loans as fast as possible. However, 
such a laudable ambition has to be tempered by the 
practical reality of the combined demands on cash.

How can you reduce the repayments?

Over the past few months, we have worked on a couple 
of cases where instead of reducing the borrowing we 
have reviewed refinancing to extend the borrowing 
period and also take the chance to fix the debt at a low 
interest rate.

The benefit of this is:

 � Lower monthly repayments.

 � Risk reduction of fixing your repayments.

 � Having enough cash available on a regular basis.

Looking at an example – “Mr and Mrs Smith”

Mr and Mrs Smith are dairy farmers, who over the past 
10 years have expanded their farm by buying some land 
next door and they had to replace the old parlour which 
they inherited on succession.

Their business has bank debt of £1.3m on their farm 
worth £5m. They make earnings before interest, tax and 
depreciation (EBITDA) of £190k a year and therefore feel 
they can pay the bank debt off over 15 years –which on 
the face of it doesn’t sound unrealistic. 

A bank loan of £1.3m over 15 years at 4% interest, 
equates to annual repayments of £115k a year.

Thinking about the business’s overall cash position:

£’000

EBITDA 190

Less: drawings (30)

Less: tax (15)

Less: hire purchase (25)

Less: reinvestment (10)

Less: loan repayments (115)

Surplus/(Deficit) (5)

So to fund the loan repayments, the overdraft has to 
go up by £5k per year and there is no spare room for 
anything to go wrong.

If the same loan was restructured over a longer period – 
what would the cash position look like?

Term 15 years 20 years 25 years

Interest rate*** 4.00% 4.10% 4.25%

£000s £000s £000s

EBITDA 190 190 190

Less: drawings (30) (30) (30)

Less: tax (15) (15) (15)

Less: hire 
purchase

(25) (25) (25)

Less: reinvestment (10) (10) (10)

Less: loan 
repayments

(115) (95) (85)

Surplus/(Deficit) (5) 15 25

*** Fixed interest rates will increase the longer the term 
of the fixed rate period.

This would suggest that the right term for this loan for 
this business is 20 or 25 years, so we helped Mr & Mrs 
Smith raise this issue with their bank, on the back of 
them and the bank being concerned that the overdraft 
was continually increasing and the loan was refinanced 
accordingly.

How can I reduce monthly repayments 
without reducing the bank debt?

Tom Stone 
Farms and Estates Team 
tom.stone@albertgoodman.co.uk



With the seemingly punitive changes to the taxation of 
residential property income introduced in recent years, 
you may have questioned whether letting out your 
farm or estate cottages on a residential basis remains 
worthwhile. Instead you may have considered letting 
these properties on a short term basis as a furnished 
holiday let (FHL). 

From an income tax perspective the main difference is 
that residential lets are viewed as an investment, whilst 
running a holiday let business is considered akin to a 
trade. This results in favourable income tax treatment 
of the holiday let income. For example, the deduction 
of mortgage interest, which is restricted for residential 
letting income, is fully allowable against FHL income. 
Capital allowances are also available.

However, one important consideration is the VAT 
treatment of such income. Whilst residential letting 
income is always exempt from VAT, the FHL income 
follows the same VAT treatment as hotel accommodation, 
B&Bs etc. and is subject to VAT at the standard rate 
(currently 20%). 

Therefore, a FHL business with turnover above £85,000 
would need to be registered for VAT and all FHL income 
would then be subject to VAT at 20%. Where the owners 
of the FHL business are already registered for VAT in 
connection with another business activity, for example, 
a farm business with a FHL property, the FHL income 
would be subject to VAT from the outset, regardless of 
the levels of income. 

As the majority of FHL customers would be non-
business, those customers would be unable to reclaim 
any VAT charged to them. Given the price sensitive 
nature of the industry, a VAT registered FHL business 
might be forced to swallow the output VAT rather than 
charge it on to customers. In the worst case, this would 
effectively result in a 1/6 drop in turnover and potentially 
reduce profit by an equal amount. 

Generally however, small FHL businesses would not 
be required to register for VAT from the outset. To put 
it into context, the current VAT registration threshold 
is £85,000 of turnover. With 100% occupancy, you 
would need income of £1,635 per week to exceed the 

threshold. If you only have one property this is unlikely 
to be an issue and realistically it will only be businesses 
with two or more properties that this applies to.

Tax point of FHL income - Deposits

The tax point date of FHL income follows the normal 
VAT rules. Generally for VAT purposes the tax point is 
the earlier of the date of receipt of payment or the time 
of supply. A FHL owner would ordinarily accept deposits 
in the course of business and, settlement of the balance 
or the rental would be made before the actual provision 
of the accommodation.

Therefore, for VAT purposes, the receipt of the deposit 
and the receipt of the balance of the rental represents 
two separate supplies and VAT should be declared on 
each of them, rather than on the total amount when the 
rental takes place. 

Capital Goods Scheme

Rather than switching a property from a residential let 
to a FHL, you may be considering converting a disused 
barn or building a property on a disused parcel of 
land, which would inevitably incur VAT on the build or 
conversion costs. It is not essential to claim this VAT as 
input VAT; however, doing so could drastically reduce 
the build budget.

If the build costs exceed £250,000, excluding VAT and 
you were to reclaim the input VAT in connection with 
this, the property in question would be subject to what 
is known as the Capital Goods Scheme (CGS). The CGS 
requires the taxable use of the property to be monitored 
for a period of 10 years. Provided the property is used 
solely as an FHL during this time, there is no issue. 

However, if, after say 5 years you decide to let out the 
property on a residential basis, which, as above, is an 
exempt supply, half of the VAT recovered on the build 
would be clawed back by HMRC.

VAT AND FURNISHED HOLIDAY LETS

James England 
VAT Team 
james.england@albertgoodman.co.uk



CONSEQUENCES OF THE SALE OF 
DAIRY CREST PLC

RURAL BUSINESS AND 
FINANCE GROUP

On 15 April, Dairy Crest PLC was sold to Saputo Dairy UK LTD and all Dairy Crest shares were cancelled on 16 April 
2019. Therefore, the purchase price of £6.20 a share becomes a chargeable gain for all shareholders.

Each individual has an annual exemption from capital gains tax, which for 2019/20 is £12,500. As the Dairy Crest 
shares were generally issued with no base cost, then any shareholding of more than 2,016 shares could lead to a 
capital gains tax liability, subject to you having no other chargeable disposals in the year. Each share sold over this 
amount will be subject to capital gains tax at 10% or 20% depending on your individual income.

Some farmers may have a capital loss from the cessation of milk quotas in 2015. If this is the case then the milk 
quota losses may offset the Dairy Crest share gain and no tax may be payable. However, if you have no losses then 
you could have a surprising tax bill.

Although, if the farming partnership owns the shares then there is potential for larger sums to be received tax free as 
more partner’s annual exemptions may be available for use. Due care will have to be taken here, as if partners have 
joined the partnership since the issue of the shares, in August 1996, then it may be not all partners own the shares 
and they cannot all share in the proceeds.

Before you spend all of the funds, it is best to speak to 
your accountant and see if you need to save any of the 
proceeds to pay the tax liability. Any tax liability that is 
due will be payable by 31 January 2021.

Andrew Withers 
Farms and Estates Team 
andrew.withers@albertgoodman.co.uk

We are excited to launch the Rural Business and Finance Group. The group is aimed specifically at the next 
generation of farmers to help them understand the financial side of running a farming business.

These free sessions will run from October 2019 to March 2020 and will be held on every first Wednesday evening of 
the month. Complimentary food and refreshments will be provided. 

The sessions will cover: 

 � Understanding your accounts / tax 

 � Understanding your cash position 

 � Banking / finance 

 � Forecasts / budgets 

 � Diversification 

 � Case Study bringing all sessions together 

Invitations are to follow however if you are interested in 
attending, or have any questions then please contact 
Amy Gould and Tom Stone.

Tom Stone 
Farms and Estates Team 
tom.stone@albertgoodman.co.uk

Amy Gould 
Farms and Estates Team  
amy.gould@albertgoodman.co.uk 



Over the last few years there has been a huge increase 
in the number of glamping sites, whether it is shepherd’s 
huts, bell tents, yurts or safari-tents and it now even has 
its own show, The Glamping Show. 

Many landowners are attracted to the lower cost of 
entry into a diversified activity on the farm to benefit 
from the tourism in the local area. However, to achieve 
a high value business, attracting rentals equivalent to 
cottages and hotels, a glamping site demands high end 
quality and/or a unique experience and destination. This 
will come at a cost. Therefore, before embarking on an 
investment it is important to understand the market, the 
volume of demand, its value and competition and what 
the market demands to attract them to the proposed 
site. Consideration should also be given to the affect a 
glamping site would have on the rest of the business.

As with any diversification we recommend considering 
the structure the business should be run in and the tax 
consequences of the diversification. With public coming 
onto the farm it is important that the risk associated 
with this is considered and adequately insured. Further 
protection may be prudent by the use of a limited 
company or limited liability partnership, protecting the 
property assets outside of the glamping business.

With regard to the tax position, this largely depends 
on the type of glamping and the services provided 
with it. Therefore it would be judged on a case by case 
basis. Where the glamping is the letting out of holiday 
accommodation rather than the operation of a trade the 
furnished holiday letting rules may apply. If breakfasts 
and other meals are provided the activity could be 
deemed to be a trade. 

The holiday letting rules and trading rules would allow 
certain items to qualify for capital allowances, providing 
relief against profits. Where shepherds huts and other 
structures are being used for glamping case law would 
suggest these structures are plant used in the operation 
of the trade rather than the setting in which the trade is 
carried on. The investment in the glamping structures 
should also qualify for capital gains tax rollover relief. 

Rollover relief allows the deferral of a capital gain on the 
sale of assets into the reinvestment in new qualifying 
assets. Holdover relief should also apply if the land on 
which the glamping is run is gifted in the future.

However, the land will no longer qualify for agricultural 
property relief for inheritance tax (IHT) purposes. 
Therefore it is important to consider the impact of this. 
Planning could be put in place, using the appropriate 
business structure, to ensure the glamping activity 
forms part of a larger trading activity (such as farming) 
so that business property relief is available instead. This 
may result in there needing to be a trade-off between 
maximising IHT relief and minimising risk by keeping 
the glamping activity separate from the farming trade. 
Therefore other IHT planning may be required.

It is also important to bear in mind the VAT status of 
the glamping activity. James England discusses in his 
article VAT on furnished holiday lets, the requirement to 
charge VAT on the income if the income arises in a VAT 
registered business or if the business is run separately 
but the turnover exceeds the registration limit, currently 
£85,000. Whilst VAT registration would enable the VAT 
to be reclaimed on the glamping structures it effectively 
results in one sixth of the income being lost to HMRC. 
Therefore careful consideration is required to the VAT 
implications. 

The demand for unique glamping sites does not appear 
to have gone unnoticed by the larger scale holiday parks 
and hotels. This may be proof that glamping still has a 
long way to go to meet demand. With more and more 
people using staycations for shorter breaks, increasing 
interest for sustainability alongside the future prospect 
of payment for public goods, replacing the Basic 
Payment Scheme, it seems this could be a continuing 
growing market that many farming businesses would be 
in the right place to benefit from. 

Sam Kirkham 
Farms and Estates Team 
sam.kirkham@albertgoodman.co.uk

It’s the season to be glamping



The short answer is no – and that it never will be, it’s a 
constantly revolving wheel and business owners should 
be fully aware of their responsibilities by reviewing their 
work place pension schemes before their employees do 
it for them!

For the past few years the business press has been full 
of the advancing tide of automatic enrolment as the 
various staging dates for different sized businesses have 
approached and passed. Now automatic enrolment has 
completed, there is nothing more to do – or is there?

There is more to be done – and it continues indefinitely. 
Did we really think that with rather vague requirements 
at the beginning – a combination of using old workplace 
pension schemes and some hurriedly created new 
ones, that everybody would have got the best solution?

Employers should periodically evaluate what they have 
in place and ask some questions. The answers are not 
always what they may prefer, but it is important for 
business owners to be aware of this.

Employers have at least a moral duty to ensure that 
the pension scheme their employees are paying money 
into, is performing in line with the rest of the market. 
However, where there is a variation of over 10% per 
annum on investment returns between the best and 
the worst performing pension schemes, employers 
cannot just claim ignorance where their employees are 
fundamentally disadvantaged. What are your employees 
going to say if they discover they are contributing to one 
of the lower performing schemes? Some of the major 
players have admitted mistakes and are seeking to 
make it right.

The Albert Goodman view is; employers should ensure 
that their scheme is reviewed and monitored regularly, 

usually annually, keep records to prove these measures 
are in place and take action if the scheme underperforms 
consistently. There is a vibrant secondary market for 
employers to turn to when they realise their scheme is 
not performing. They want to change but haven’t a clue 
where to start. We can offer professional advice on this 
and other pension matters. In some cases changing the 
scheme may not be necessary, but your employees will 
demand that you can explain the decisions taken and 
evidence them.

There’s also the issue of director’s pensions. Often 
company directors or owners overlook this because 
they’re too busy or simply unaware of the attractive 
retirement vehicles open to them. As well as accumulating 
retirement benefits, there is tax planning reasons why 
company directors and or business owners should be 
plugged into the opportunities available to them.

Contacts;

If employers want to discuss any aspect of their work 
place pension, they should contact Andrew Hopper at 
Albert Goodman on 01823 286096 or email Andrew.
hopper@albertgoodman.co.uk . 

Company directors seeking insights into the myriad of 
pension options open to them and the tax advantages 
of being pension savvy, should contact Michael 
Seagrove 01823 286096 or email michael.seagrove@
albertgoodman.co.uk

AUTOMATIC ENROLMENT 
- Is it really all done and dusted?

Andrew Hopper 
Workplace Pensions 
andrew.hopper@albertgoodman.co.uk



Allocate multiple invoices to one bank payment

In the example below, we have paid Mole Valley Farmers £5,642.79. This amount is made up of three invoices.

 � Under the bank reconciliation screen, on the right hand side click match.

 � Then select the relevant invoices by using the tick box by the date.

 � Click OK to reconcile the payment.

Part payment against an invoice

This example demonstrates how to part pay an invoice.  The invoice is for £18,000, but we are currently only 
paying the deposit of £3,000.

 � Under the bank reconciliation screen, select match.

 � Tick the box next to the date of the invoice that you want to part pay.

 � Click ‘split’ next to the amount figure.

 � A box then appears to confirm that you want to pay £3,000 of the £18,000.

 � Click split.

 � Click OK to reconcile the payment.

 � The invoice left as outstanding will now be for £15,000

XERO TOP TIPS

Kathy Harris  
Farms and Estates Team 
kathy.harris@albertgoodman.co.uk 



AUNTY AGi 
QUESTION

I have completed building a new grain store on my farm and have heard from my neighbour that I could claim 
the total cost of this against my profits for tax purposes. Is this correct?

ANSWER

The answer to this is... it depends...

To claim the expenditure against your profits the expenditure must qualify for capital allowances. To qualify 
for capital allowances you must first be running a qualifying activity. Assuming you are using the grain store 
in your farming trade then this test should be met. 

The second test is that the expenditure must be on the provision of plant and machinery. There is a specific 
exclusion in the legislation to confirm that expenditure on the provision of a building is not plant and machinery 
and would therefore not qualify for capital allowances. However, the legislation goes on to confirm that the 
provision of a silo for temporary storage is unaffected by the exclusion for buildings. 

In the office we often debate whether the costs of many farm structures are allowable for capital allowances 
purposes, in particular grain stores and poultry buildings. To enable a capital allowance claim on the whole 
expenditure, for a structure not to be a building, it must perform a function in the 

These discussions were recently debated in a helpful First Tier Tribunal case S May and others v HMRC [2019] 
UKFTT 32. In this case HMRC argued that Mr May’s grain store was a building and not a silo for temporary 
storage. Therefore the expenditure on the structure was ineligible for capital allowances although certain 
individual items within the structure were eligible for plant and equipment capital allowances, such as the 
drying machinery. 

HMRC argued that the structure provided no active function in the farm business beyond suitable storage, in 
much the same as any other barn. They argued the structure was similar in nature and construction to many 
other types of buildings, including warehouses. HMRC’s decision was only to allow 20% of the total amount 
claimed by Mr May. Mr May appealed to the First Tier Tribunal.

Mr May confirmed that the structure was required for drying and conditioning the grain as well as storing it 
until it was sold. The Tribunal visited the site and noted:

 � Wheat, oats and barley were being stored in the facility with the wheat and oats separated by a moveable 
barrier.

 � There were pedestals within each pile of grain and each pedestal had a fan assembly on its top to draw air.

 � On the walls there were air inlet vents and extractor fans to draw air in and out of the main structure as 
required.

 � There was a central electronic unit to control the balance between the relative humidity of the outside air 
and the moisture content of the grain.

 � The building height, roof pitch and area above the grain are specifically designed for the air extraction 
system to work.

 � Normal walling for agricultural buildings would be 100mm to 150mm whilst Mr May’s structure had 210 
mm thick walling. 

It was also noted that the structure cost double what a general purpose agricultural building would have cost 
and that, because of the design for the drying and conditioning of grain, it was unsuitable for livestock or 
forage storage. In addition this facility has meant Mr May could market his grain to achieve the best price in 



the market but also he could now sell his oats for porridge which have to be of a very high standard. 

Much of the debate centred on whether the structure qualified as a silo for temporary storage and what temporary 
meant. Mr May submitted that to achieve the best price he needs to be able to keep the grain in suitable 
condition pending sale, and to achieve the best price he needs to be able to supply it over a period of months. 
The evidence in this case is that the grain is stored in the facility from the time that it is harvested in about July, 
until the time that it is sold, which will be at the latest in May the following year. Therefore storage would be for 
a period of 9 or 10 months at a maximum. Mr May’s consultant confirmed that the grain could not be kept much 
longer than 9 or 10 months without deteriorating in quality. 

The Tribunal considered that Mr May’s business was not the storage of grain but the growing and selling of grain 
and that the storage of grain was therefore merely one part of the process by which the business is conducted. 
They understood it was in Mr May’s commercial interest to sell the grain at a time when it reaches the highest 
price but as quickly as possible. 

Based on the facts in this particular case the Tribunal found in favour of Mr May and allowed his appeal. The 
Tribunal noted that the facility performs one particular function within the overall activities constituting Mr May’s 
business and that the very structure of the building itself is integral to its successful performance. The Tribunal 
found that the facility is a silo provided for temporary storage and so the facility is plant and machinery for the 
purposes of capital allowances. As a result the whole expenditure qualified for relief.

We will need to wait to see whether HMRC will appeal this decision. However, in the meantime this case does 
support the debate in our office to allow 100% of the expenditure for capital allowance purposes on certain farm 
structures. However, this has to be reviewed on a case by case basis, depending on the facts of the individual 
case and the design and function performed by the structure in question.

HMRC policy is to “hold the line” that such structures do not qualify. Therefore it is crucial each individual case 
is considered on its own merit before claiming full relief. For this reason we like to meet our clients each year on 
the farm. This gives us and our clients the opportunity to consider investments such as this before and at the 
time the work is carried out to ensure relief is protected as far as possible.

Any questions? Send them to auntyagi@albertgoodman.co.uk

Keeping in touch
If you would like this newsletter to be sent to a different address then please send your updated details to: gdpr@albertgoodman.co.uk. 
You may also use this address to opt out of receiving this newsletter or for any other queries you may have.

If you would like to see our privacy statement please log on to our website: www.albertgoodman.co.uk/privacy

SAVE THE DATE
Thursday 1st August 2019 8am - 6pm HONITON AGRICULTURAL SHOW

Honiton Showground, Stockers Farm, Gittisham, Honiton, Devon, EX14 3AW

Join us for a cup of tea or an ice cream and chat to our experts available on the day for advice.

Thursday 26th September 2019 2pm - 9pm BUGLERS SUMMER OPEN EVENT

Buglers, Rimpton Road, Marston Magna, Yeovil, BA22 8DP

View their latest machinery and products. Meet the Buglers and Albert Goodman teams in a relaxed environment. 
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