
CHARTERED ACCOUNTANTS, TAX CONSULTANTS & FINANCIAL PLANNERS

Welcome to Albert Goodman’s farms and estates 
autumn newsletter. There is a range of articles included 
in this publication which cover tax and financial topics 
for rural businesses. I hope these are informative and 
useful for you.

Recently, the Government was impelled to publish 
its Operation Yellowhammer document setting out 
reasonable worst case planning assumptions on a no 
deal Brexit.

The press is currently picking up on the fact that a 
lot of our food is imported to shops on a just-in-time 
basis. Therefore concerns are growing about the 
consequences of a no deal Brexit on food supply, 
with the supply of ingredients and certain food types 
set to be in short supply. This was highlighted in the 
Yellowhammer document.

There is a saying that we are only three meals away 
from anarchy. Most of us in the UK do not understand 
real hunger, and a botched Brexit is unlikely to change 
that, although we may not get our cherry tomatoes for a 

few days. Having said that, we only produce about 50% 
of the food we currently eat, with 30% coming from the 
EU and 20% from the rest of the world.

Whatever the Brexit outcome, or the colour of 
government following this autumn’s probably election, 
there will remain opportunities for UK agriculture to 
produce high quality food that consumers are willing 
to pay for. Perhaps I am too optimistic however, I 
would hope that the decline in home produced food 
consumption can be halted or reversed.

Maybe the Government should pay more attention 
to food production alongside the environment as it 
develops the future agriculture policy for the UK. Our 
farming industry, and the UK consumers deserve, and 
would benefit from, this.
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How much have you had? This question has been 
rather topical especially within the last couple 
of years of arable farming in the UK. With the 
answer to the 2018 harvest being, not much, to 
the 2019 harvest being too much! Proving just 
how influential the weather can be for both a 
profitable and stress free harvest. 

After spending a season as a combine harvester operator 
in Australia, a regular reminder from the farmers I 
harvested for was how lucky we, as a country, are to have 
such a consistent climate and therefore, consistent yields. 
Although, understandably we aren’t quite as variable as 
the farmers ‘Down Under’, the last couple of years has 
given us a real taste of the challenges that the weather 
can pose for both yields, quality and harvesting ease. 

After a promising start to 2019, growing crops were 
looking optimistic as reflected in some above average 
yields across the country. However, with rain interruptions 
causing havoc, resulting in increased lodging amongst 
cereal crops, this has had a significant impact on grain 
quality. Harvest results are showing the Northern and 
South West counties being those most affected. Focus 
this year has turned more towards price, after the dizzy 
heights of 2018 in which feed wheat peaked at around 
£175/t in June with a £12/t milling premium. Prices have 
currently fallen to £130/t for feed wheat in September 2019 
with milling premiums at around £18/t. Milling premiums 
have showed some promise due to the relatively low grain 
quality of harvest 2019, encouraging millers to pay more 
for the quality they need. 

The UK grain market is seeing a typical end of harvest 
price drop due to over supply. This, teamed with above 

average yields, has resulted in the domestic market 
becoming saturated, primarily with poor quality feed 
wheat. This surplus and future EU trade uncertainty has 
contributed to a current poor UK wheat price. 

On the global market, the weak value of Pound Sterling 
is holding the grain price from lowering further, however, 
future concerns for the strength of sterling could have 
major impacts on future grain prices. 

With the constant pressure that the dreaded flea beetle 
has put on the UK Oilseed supply, harvest results have 
showed, as expected, a wide range of yields averaging 
around 3.2 t/ha. Although yields have been in line with 
the 5 year national average, the area of OSR grown has 
seen a massive decline resulting in a UK national supply 
of 1.54Mt to 1.70Mt, the smallest since 2004/05. With 
UK prices increasing around £1.5/t week-on-week to 
£340/t in September 2019, this may tempt farmers into 
a change of farming policy and next years cropping.

To summarise, the industry has shown exactly how 
adaptable it can be in managing factors, such as the 
weather, which are outside of human control in order 
to remain productive. However, it is becoming apparent 
the factor currently most negatively affecting UK arable 
farming is one which is, within human control, politics. 
Let’s hope for some luck from the weather over the 
coming year to assist the farming industry in this political 
and financial transition phase, that is leaving the EU.

How much have you had? 
a harvest update
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The majority of farms in the UK have some sort 
of banking and agricultural loans on their balance 
sheet.

A change in the base rate will therefore, affect the 
businesses repayments on the loans unless they already 
have fix rated the loan.

If I sat here a year ago writing this article, I would of 
said that we should be expecting the Bank of England 
to make at least one, if not two increases to the Bank of 
England base rate in 2019.

Sitting here now if the economists are expecting very 
little change to the rate, expect a decrease in the base 
rate over the next year.

The current market has low confidence in the growth of 
the world’s key markets. Brexit is just a small part of this 
mood. The world we currently have, a trade war between 
the USA and China, heated tensions between the West and the Middle East, and then Brexit to add onto that, means 
investors have little confidence in the global market. 

If you look at today’s market at the Gilt market (government bonds), the short term rate of return has exceeded the 
long term rate of return – meaning investors are expecting the global economy to get worse, not better.

As a result, it means an interest rate increase should be a way off. However, given the markets uncertainty, it has 
meant that investors such as pension and hedge funds are now looking to lock into long term guaranteed deals as 
they feel that another recession could be around the corner.

This means that a farming business with bank debt could lock into fixed rates for up to 25 years at historically cheap 
rates. The benefit of this is that it will give you long term security of payment amount and is ultimately a good deal 
when you compare it to historic rates.

In terms of the aftermath of 31 October, or now 31 January, it’s going to more than likely, as Iain McVicar has 
indicated previously, that there will be a weakening of the pound.

If this “run” on the pound does occur, it may force the Bank of England to raise the base rate quicker than it would 
otherwise like. Therefore a fix of interest rate now, may be beneficial anyway.

I think to put the current market into context and we consider the historic Bank of England base rate 30 years ago, 
in 1989; the base rate was 13.875%. If we look at the rate 30 years before that in 1959 the base rate was 4% not 
too different to 10 years ago. 

Ultimately the global economy works in a cycle. I would not be surprised if within my working life time I see interest 
rates of 10% or above. My recommendation therefore to anyone looking to take out any bank loan, whether that is 
a residential mortgage or a business loan, would be to fix your finance for as long as you can.

How will Brexit 
affect the Bank of 
England base rate?
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SUMMARY OF RECOMMENDATIONS FROM 
THE OFFICE OF TAX SIMPLIFICATION

In January 2018 the Chancellor asked the Office of 
Tax Simplification (OTS) to review various aspects 
of inheritance tax (IHT). Their last report on the 
administration of IHT was issued in November. Their 
second report on the main complexities and technical 
issues with the tax was released to the public.

The OTS have made a number of recommendations for 
changes, with the aim of making the tax simpler and 
more intuitive, addressing distortions in the operation 
and scope of reliefs.

It is noted in their report that few people are within the 
scope of IHT, with less than 25,000 estates being liable 
each year – less than 5% of all deaths. This is due to the 
reliefs available from the tax with 64% of estates relieved 
by the nil rate band, 14% by the spouse exemption, 
and a total of 3% by business property relief (BPR) or 
agricultural property relief (APR).

The OTS has made 11 recommendations concentrating 
in three areas:

1. BUSINESSES AND FARMS

Two of the main reliefs from IHT are those for businesses 
and farms – APR and BPR. The rational for these reliefs 
is to remove the need to sell and break up businesses 
or farms to finance IHT payments – protecting food 
production and security, entrepreneurship and the 
economy. The report noted that the total cost to the 
Exchequer of APR and BPR over the next 5 years is 
expected to be £5.85 billion compared to an expected 
£30.4 billion total IHT yield. There are three main areas 
that the OTS has made recommendations for change:

 � Diversified farms and estates

To qualify for BPR, the business must not consist 
of wholly or mainly holding investments. Through 
case law this has been argued to be greater than 
50% test. Therefore, as it stands, a diversified 
farming business with farming activities and a rental 
business, will qualify for BPR on the combined 
business (including rentals) if the investment (rental) 
business is not greater than 50% of the combined 
business, looking at the value of the capital invested, 
turnover and profits as well as the time spent in each 
area. For capital gains tax (CGT) purposes, to claim 

holdover relief or entrepreneurs relief, the test is not 
a ‘wholly or mainly’ test but a ‘substantial’ test – 
greater than 80%.

The OTS have recommended consideration be given 
to whether it is appropriate that BPR should have 
a lower level test for trading than for holdover and 
entrepreneurs relief. There is a proposition that these 
should be aligned and this would suggest it should 
be to the higher CGT test.

Farms and estates will need to review the structure 
of their businesses to ensure they would be able 
to meet the 80% substantially test should this 
recommendation be taken forward.

 � Furnished holiday lets

The treatment of furnished holiday lets (FHL) has 
been subject to many legal challenges over the last 
few years. HMRC’s guidance explains that FHLs 
will not qualify for BPR as the income consists 
of rental. However, where the level of additional 
services provided is so high that the activity can 
be considered as not an investment, then that case 
will be considered on its own facts. This creates 
confusion in itself, added to the fact that FHLs are 
effectively deemed to be trading for the purposes of 
income tax and CGT.

The OTS has recommended consideration is given to 
aligning the IHT treatment of FHL with that of income 
tax and CGT, where certain conditions are met.

This would be very welcome for many diversified 
farms and estates with FHLs.

 � The farmhouse and farmers in care

In order to qualify for APR, the farmhouse must 
be occupied for the purposes of agriculture. 
Complications arise where the farmer moves out to go 
into care and does not return. HMRC consider these 
cases on a case by case basis, leading to uncertainty.

The OTS believes the tests for eligibility in such 
circumstances should be clearer and more 
transparent, and have recommended HMRC should 
review their current approach.

Clear legislation providing relief in these 
circumstances would provide more certainty for 
the farming family.

Simplifying inheritance tax  
– THE SECOND REPORT



2. Lifetime gifts

There is no doubt that the array of different gift 
exemptions, together with the tax treatment of a gift 
which comes into charge to IHT on death, is both 
complex and widely misunderstood.

The OTS has recommended replacing the annual gift 
exemption and gifts in consideration of marriage with 
an overall gift allowance. However, they have also 
recommended this single allowance replaces the useful 
exemption for normal gifts out of income. As the reliefs 
have not increased for many years they have also 
recommended consideration is given to the level of the 
allowance.

Of most note in the press is their recommendation 
to decrease the current 7 year period, during which 
a lifetime gift may become subject to IHT, to 5 years 
together with the abolition of taper relief. This would 
be a welcome change and would reduce a lot of the 
misunderstanding particularly with taper relief. Many 
people do not appreciate that taper relief is only relevant 
to gifts of value made over the nil rate band (currently 
£325K).

Further to this, the OTS has recommended alternative 
ways to change the way IHT operates on lifetime gifts. 
This is another area of common misunderstanding. 
Many people are not aware that the recipient of a 
lifetime gift is liable for the IHT payable on that gift when 
the donor dies within 7 years.  In addition, that the nil 
rate band is first allocated to gifts in the 7 years before 
death before any remaining is available to relieve the 
assets left on death. 

3. Interaction with capital gains tax

On death, no CGT is payable but the assets are uplifted 
to market value. Therefore, assets can be sold shortly 
afterwards without CGT. Further, where an asset is 
exempted or relieved from IHT through APR/BPR, the 
CGT uplift means the asset can be sold without either 
IHT or CGT payable. The ability to receive a CGT uplift 
on death can put people off passing assets on to the 
next generation during their lifetime. To remove this 
distortion, the OTS have recommended the CGT uplift is 
removed where a relief or exemption from IHT applies. 

Interestingly, the most complex area of the IHT 
legislation is the residence nil rate band (RNRB) and the 
transferable RNRB. Whilst the OTS agreed that this area 
is too complex it commented that, as this is a new relief, 
more time is needed to evaluate its effectiveness before 
making recommendations to simplify it.

In summary the OTS recommendations, in the main, 
are ones that should simplify a very complex area. If 
this government or any future government take the 
recommendation forward, the major impact on farming 
estates will be the recommendation to align the IHT 
BPR test with the CGT test. Therefore, farm and estate 
owners should consider their own position, and whether 
they would be affected by this potential change.

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



After many years of positive returns from long term 
investments invested in a portfolio of Stocks and 
Shares, Fixed income and alternative assets such as 
commercial property have in the last 12 months have 
seen times where returns have fallen into negative 
territory. So if you chose to take your investments out 
you may have less than you did 12 months ago.

Investments took a downward turn towards the end of 
2018 and have made a good recovery since but there 
continues to be the uncertainty of Brexit, the USA and 
China trade war, and tension with Iran.

The majority of modern, regularly reviewed investments 
now adopt a global investment strategy and the reality is 
that Brexit will play a far smaller role in the performance 
of your Pension and Investments and will have less 
impact than a downturn in the global economy.

It is therefore, important to ensure that you are prepared 
for the value of your investments to go down, as well as 
up over the next 2 – 3 years, over the relative short term, 

there will be times where you will experience negative 
returns, over the long term, a well-diversified investment 
portfolio will continue to provide a better return than 
cash, the ability to grow and maintain the real value of 
your hard earned wealth.

It is vital that you review your short term plans now 
and ensure that you have the money you need to do 
what you want to do, funds you need to meet planned 
projects, refurbishment, renewals over the next 2 – 3 
years should be retained in cash. Where you rely on 
income from your investments you should review how 
that income is being generated and always ensure 
that you have an emergency fund to meet unexpected 
changes in circumstances. 

If you are looking to take pension benefits within the 
next 2 – 3 years understand your retirement options, will 
you want to buy and annuity or keep your pension pot 
invested and make withdrawals from it. 

How much investment risk are you taking? How well 
diversified are your pensions and investments? Will 
you need access to or take benefits from your pensions 
and investments in the short term, if you do, you need 
to consider if your current investment strategy is 
appropriate, if you do not, understand the investment 
risks being taken and accept that you are investing in 
the long term. The volatility that the current economic 
climate brings is part of the investment cycle.

If you look back in time, we had a Property Crash in the 
1980’s the 1990’s and the last in 2007. 

On the Stock markets we have, in modern times, seen 
Black Wednesday in 1992, September 11 in 2001 and 
the Credit Crunch from 2007 - 2008, all saw investment 
markets tumble and go onto recover.

Where you have planned your spending, have a strategy 
for withdrawals and an emergency fund to fall back 
upon, whatever happens with Brexit, and Trade Wars, a 
global recession should have little impact over the long 
term, and whilst past performance is not a guarantee 
for future performance, it provides an indicator for the 
future.

If you are planning on taking pension benefits, would like 
to review your pensions and investments, understand 
the investment risk you are taking please contact 
Michael Seagrove, to arrange a free initial consultation.

What’s 
happening  
with my  
Pension and 
Investments?

Mike Seagrove 
Financial planning 
michael.seagrove@albertgoodman.co.uk



Adding a new bank account

TO ADD A NEW BANK ACCOUNT ON XERO:

1. Go to the Accounting tab and then click on Bank accounts

2. Then click add bank account

3. Start typing the name of your bank and select from the drop down list

4. Enter the account name and select account type from the drop down menu

5. Enter the account sort code and account number

6. Click continue

Set up a bank feed

Once you have set up the bank account on Xero, click ‘get bank feeds’. You will then be prompted 
for your online banking credentials. Follow the steps as prompted.

Bank feed troubleshoot

Occasionally, the bank feeds drop out and you are faced with an error message it can be frustrating! 
Try and update your credentials. If this doesn’t work, deactivate the feed by clicking on the three 
dots, deactivate feed and then reactivate the feed by clicking ‘get bank feeds’.

XERO TOP TIPS

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

Congratulations to the winners of our Honiton Show 
competition! We ran a competition on the day of the Show 
where we asked people to guess the weight of our bale of 
hay. Our lovely competition winners Mr and Mrs Perrior, 
guessed the closest, and won themselves a hamper worth 
£100 full of Sheppy’s Hamper Cider goodies.

HONITON SHOW 
PRIZE GIVING



Remember when GDPR was the new set of regulations 
on everyone’s lips? Well now there’s another new 
directive in town – PSD2, or the Revised Directive 
on Payment Services. This new set of rules aims to 
ensure that consumers are better protected when using 
online banking and payment services, and to promote 
development and innovation within that industry. Open 
Banking is the resulting technology from these aims.

Open Banking improves the accessibility and security of 
how bank customers can access or share their banking 
information. The regulations require banks to maintain 
an open API system, to which any software developer 
can build a connection; and these new API systems 
should be up and running by 14th September 2019.

These connections could be for a variety of purposes – 
whether that’s collating and reviewing your income and 
expenditure from multiple different sources; streamlining 
your payment processes from information in other 
systems not currently linked to you bank; gaining access 
to alternative funding sources such as invoice factoring 
providers outside of the normal high-street lenders; or 
perhaps just giving you better oversight in to the ins-
and-outs of your bank account. 

You may think that this isn’t much of a change if, for 
example, you are already used to having your bank 
connected to and feeding transaction information to 
your accounting software – and you are mostly right.
In such a case Open Banking is just a potential change 
in the background working of that system, but Open 
Banking provides that experience for a much wider 
variety of banks, account providers and regulated 
services. 

If you want to take advantage of an Open Banking 
connection, you will need to be using online banking, 
but once you have access to this you are able to control 
which services you connect to and benefit from.

For more information and to search the institutions 
already signed up to Open Banking, visit the Open 
Banking website at https://www.openbanking.org.uk/. If 
you’re interested in moving your business systems and 
records online to take advantage of Open Banking, get 
in touch with us to discuss your options.

What is  
OPEN BANKING?

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



We hear about exchange rates all the time when 
listening to the news. Either the pound is strengthening 
or weakening. If it is weakening then it is normally 
couched in terms of it being bad news for the economy.

If we leave the EU on 31 October without a Brexit deal, 
then economists are forecasting a weakening of the 
pound.  

Farmers normally produce commodities, be it crops or 
meat. These commodities are traded worldwide, and 
the UK price is dependent upon the world market price, 
adjusted for tariffs and the UK exchange rate. Most 
often the world market price is in US dollars, so it is the 
£ to US $ which is the exchange rate adjuster.

If the world currency markets drop the UK exchange 
rate by about 20% upon a no deal Brexit. This would 
change the price received for grain. For example if grain 
in the UK is £150 per tonne and there is $1.20 to the £ 
then grain is $180 per tonne.

If the UK exchange rate then falls to $1 to the £, then 
the UK price of grain would increase by £30 per tonne 

to £180 per tonne. Therefore a weakening pound is 
potentially good news for UK farmers.

Of course, some inputs into farms are also priced in 
foreign currency then imported. A weak pound will 
result in a price increase for many of these costs. This 
increase in costs can fuel inflation in the economy, 
which then increases other prices such as wages.

The good news for farmers is that with a weakened 
pound, the increase in the sales value should outstrip 
the increase in the price of most costs, leaving an 
increase in profits.

In conclusion, exchange rates are extremely important 
to farming, as they are a major factor (after supply 
and demand) influencing the end price of farming 
commodities. A weak pound can help the prices that 
farmers receive in the short term. 

Iain McVicar 
Farms and Estates Team 
iain.mcvicar@albertgoodman.co.uk 

The exchange rate effect

Join us for lunch at 
The Dairy Show

Iain McVicar, Sam Kirkham and Pat Tomlinson are delighted to invite you, 
on behalf of Albert Goodman, to join them for a ploughman’s lunch at:

The Dairy Show, The Bath and West Showground - 1st floor of The Restaurant 
Wednesday, 2nd October 2019, anytime between 12pm - 2pm

To give us an indication of numbers for catering, please reply to Kerry Hake 
on 01823 286096 or email kerry.hake@albertgoodman.co.uk

However, please don’t worry if you do not reply, you are still very welcome to join us!



Rural Business and Finance Group
A series of six workshops aimed specifically at the next generation of farmers to help you understand the financial 
side of running a farming business. The workshops will include an introduction / presentation on each month’s topic, 
followed by an interactive session, worked examples, Q&As, with workbooks / handouts for each attendee.

To book your place please contact Kerry Hake on 01823 286096 or 
email kerry.hake@albertgoodman.co.uk

Alternatively, you can also book by contacting either Amy Gould 
or Tom Stone on 01823 286096 or by emailing 

amy.gould@albertgoodman.co.uk or tom.stone@albertgoodman.co.uk

The workshops are FREE and will take place at Junction 24 Conference Centre, with the execption of the first one 
on 2nd October, as this will be held in the Albert Goodman office at Junction 24.

First Wednesday of 
each month 

7.30pm - 9pm

Including tea / coffee 
and bacon baps

Session dates
2nd October 2019 Understanding your accounts / tax

6th November 2019 Understanding your cash position

4th December 2019 Banking / finance

8th January 2020 Forecasts / budgets

5th February 2020 Diversification

4th March 2020 Case Study bringing all sessions together



AUNTY AGi 
QUESTION

Can I reclaim the VAT on the purchase of my Landrover?

ANSWER

In deciding whether you can reclaim VAT on the purchase of a Land Rover, or any vehicle, you need to 
establish whether it is considered a car or a commercial vehicle for VAT purposes. 

If the vehicle is a car, and it is available for private use, VAT on the purchase cannot be reclaimed.

A car is defined as any motor vehicle of a kind normally used on public roads which has three or more wheels 
and is either:

a) constructed or adapted solely or mainly for the carriage of passengers; or

b) has to the rear of the driver’s seat roofed accommodation which is fitted with side windows or which is 
constructed or adapted for the fitting of side windows

Even if a vehicle meets these two conditions in some circumstances it will not be a car. There are a number 
of exclusions but the most likely to apply to a Land Rover is that the vehicle is constructed to carry a payload 
of one tonne or more. If this is the case the vehicle is considered to be commercial.

Whether a car is available for private use is a very stringent test. Even if there is no intention to use a vehicle 
privately or it is not actually used privately HMRC would still consider it was available for private use unless 
there is something that prevents it being used for a private purpose, e.g. to pop to the shops. 

In some cases it may be possible to put measures in place to show a car cannot be used privately but these 
are likely to be onerous and HMRC will expect to see evidence these are being complied with. 

If you have purchased a “commercial vehicle” for use in your business the VAT charged on the purchase 
can be reclaimed. HMRC are prepared to ignore any incidental private use, which they say  would normally 
represent no more than about 5% private use in a year, allowing all the VAT to be reclaimed.

If private use is significant, say for example the vehicle is the only one available to a family, some adjustment 
for private use should be made. The simplest method would be to reclaim only a proportion of the VAT on the 
purchase.

As well as considering the above points you must also make sure the normal rules for deducting VAT are 
met, including the vehicle is being purchased by the VAT registered business, it must in some way be used 
for business purposes and a valid VAT invoice must be held. It is particularly important to make sure the 
invoice shows a separate amount of VAT being charged, the supplier’s VAT registration number and that it is 
addressed to your business.

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
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