
CHARTERED ACCOUNTANTS, TAX CONSULTANTS & FINANCIAL PLANNERS

Welcome to the Albert Goodman Autumn Agricultural Newsletter.  There is plenty of change happening within the 
industry at present, and looking forward there will be business decisions to be made where the future economic 
climate is uncertain.  The prosperity of our industry may depend upon the negotiations which will take place with 
all countries, as we seek new trade agreements.  It is critical that Government gets this right, and does not throw 
agriculture to the wolves when agreeing trade tariffs and deals.

The green shoots of recovery are growing well now.  Milk prices are starting to increase, and the weak pound 
has had a positive effect on the prices of other farm commodities.  There will be an increase in the sales value 
coming through, but on the downside there will also be price increases on the way for some inputs to farms.  Farm 
businesses must make sure that the extra income is used wisely.

Also we have had some good news on the continuity of the Basic Payment Scheme, with the Government agreeing 
that the current system should remain in place until 2020.  There has also been bad publicity with regard to the 
subsidy system, as those receiving extra-large payments are being publicly named, with pressure groups trying to 
limit the amount of subsidy received by these farms.  This does not bode well for negotiations with regard to the 
future of farm subsidies.

On a lighter note, our farming team has expanded 
the number of farms it deals with again, which means 
recruiting a few more accountants.  In the last month 
we have had four trainee accountants join our team, 
which takes our farming team up to 24 in number.  We 
welcome them all and wish them a long and happy 
career with Albert Goodman.
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MILK PRICES – THE 
MADNESS CONTINUES
My first “proper” job was with the Milk Marketing Board 
(MMB) and one of the last roles I had (as with all MMB 
employees at the time) was to try and secure signatures 
on the Milk Marque contracts prior to deregulation of the 
milk market in 1994.  Once I had found the relevant farm 
I knew there was about a 70% chance I would achieve 
the necessary signature and I could tell within 5 minutes 
of meeting the family if that chance had increased to 
100% - it all depended on what generation of the family 
was present around the table.

If the people were of an age to have experienced trying to 
sell milk pre MMB days, then I was assured a signature, 
if the people were younger and tempted by the “extra 
penny” then it was an altogether tougher proposition.

So much has changed in the milk market since the MMB 
days (and indeed some of it good) and a couple of simple 
realities are identical – raw milk is a perishable product 
and only about half of the milk produced goes to the 
fresh liquid market.  Over the last 22 years (yes it is that 
long since the dairy market was deregulated), all that has 
repeatedly occurred is a myriad of price changes (I am 
reluctant to generalise them as negotiations because 
that infers mutual agreement between buyer and seller) 
which has created a horrible concoction of volatility with 
inequality, inequity, high costs of production and losses 
across largely milk producers and also some processors.

I am not necessarily an advocate of reforming the MMB 
or similar but having spent all of the last 22 years in and 
around the dairy farming and processing sectors we 
have to find an end to the madness.

That madness seems to have gathered pace since 
there was even a glimpse of milk prices recovering.  As 
recently as this Spring and early Summer, almost all milk 
processors were refusing to consider taking on new 
suppliers – and some even forced suppliers away - and 
as I write this, on the eve of the Dairy Show, several 
processors are making it clear that they would like to 
recruit new suppliers at the show (even the ones that 
forced suppliers away!).

We have had A and B quotas introduced in a “heads 
we win, tails you lose” manner, we have had some of 
the worst paying processors being heralded for being 
the first to increase prices and the most transparent 
processors being publicly flogged.  Rather surprisingly, 
the only group to come out with any credibility are 
some (but definitely not all) of the supermarkets for the 
consistency they have delivered at both processor and 
producer profit level.  We have had Northern processors 
with access to cheap milk pinching product share from 
Southern processors who haven’t got a local First Milk 
situation to benefit from, with the only result being to 

drive down the value in the whole chain.

By my calculations, to invest in the dairy supply chain 
from conception of the heifer to production of let’s say 
mature cheddar takes about 4-5 years.  Which part 
of that chain benefits from the u-turn in milk supply 
strategy that we have seen in the last few months?  
Which part has or should have been expected to have 
the confidence to invest in the future?  Which has been 
forced into ever shorter tactical milk production and milk 
buying policies?   And of course, individual producers 
continue to have no practical ability to negotiate with 
the milk buyer – whatever the euphemistic noises made 
by the toothless producer groups (although Direct Milk’s 
DPO has very recently grown some “milk” teeth with its 
deadlock declaration to Muller).

This is not about volatility – I believe any farming sector can 
learn to adapt and cope with volatility; it is about whether 
volatility is really necessary in the UK market, whether UK 
producers are effective in their negotiations with buyers 
and whether there is anything that can be done after 22 
years of trying to improve that negotiating position. 

There are fundamental factors in the domestic milk 
supply chain that will never change (just like there were 
in the 1930s when the MMB was formed).  If, as looks 
promising, milk price is soon to recover to viable levels 
then we must look for a new way of doing things (just like 
the creation of the MMB did) to prevent the same amount 
of pain as has been inflicted in the last price trough – 
because quite genuinely it does not suit any party other 
than one with simple short term objectives.  If we are not 
careful we will end up losing milk producers and milk 
processors and the UK’s dairy sector will simply shrink.  

The one fundamental similarity with pre MMB days is 
that the dairy farmer has to be better and more tangibly 
represented in the supply chain.

I have one (rose tinted spectacle) solution……all non-
retailer aligned dairy farmers (the aligned ones could join 
in) could terminate their existing contract and move en 
masse to Arla and in so doing, tell their current processor 
that they would be really happy to carry on supplying 
them but they just want to do it through an organisation 
that has proper and tangible negotiating strength so that 
they stop being taken advantage of, the processor still 
has access to the supply it needs and the whole chain 
has more consistency.  I fear this will never happen and 
that is why it took a bill of parliament to do it in 1933.

Of course until there is some sanity in UK milk price 
negotiations, the best advice will always be to minimise 
the cost of producing each litre of milk – and even when 
sanity does prevail, that is still best advice.

Pat Tomlinson 
Agricultural team 
pat.tomlinson@albertgoodman.co.uk 
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WHO IS YOUR BANK 
MANAGER?
Who is your bank manager? This might seem a simple 
question for most farmers; however for some businesses 
this is a key question, which may require action.

During the last couple of years, the low farm-gate 
prices mean that many farming businesses have 
struggled for profitability and cash.  This can manifest 
itself in many ways for the business, including 
increased borrowing or having to bring forward sales 
of crops and animals.

If you are in this position, you may have had a “Letter 
of Concern” from your bank, or have been introduced 
to a new bank manager with a job title such as 
Special Situations Manager; Turnaround Manager; 
Relationship Manager – risk; or Business Recovery 
Manager.  This type of change in your relationship with 
your bank should be taken very seriously, as there will 
be specific objectives to be achieved.

In simple terms, a recovery manager will have three 
objectives:

1. Help return the business to mainstream banking,

2. Encourage the business to re-bank elsewhere, or

3. Get the bank’s money back!

There is also a fairly tight timescale with regard to 
the farming business making changes, as the usual 
timescale for one of the three objectives to be 
achieved is about 18 months.

Almost all farm businesses do end up back in 

mainstream banking, but to do this, you must show 
that you have a viable business, which you can 
manage without going over agreed bank overdraft 
limits or constantly increasing borrowing.  This usually 
must be demonstrated in practice, rather than having 
a forecast which shows that the business performance 
will improve in the future.

To do this within 18 months is a tall order for most 
farming businesses, so swift action is often required.  
This usually means that you will need to assess your 
business, possibly with the help of an agricultural 
consultant, or accountant.  Then you will need to 
prepare some forecasts to show what the profitability, 
cash flow and balance sheet will look like over the next 
year to three years including any proposed changes 
to the way the business is run.

It is highly likely that you will need to make changes to 
the way that your business is structured and run.  This 
is because changing nothing will result in the same 
outcome that you have had in the past, which has 
caused banking issues.

I have one message for the banks, which is that they 
give farming businesses time to turn the business 
around and prove viability.  Often it takes farming 
businesses three or more years to change a system, 
and start to generate additional cash from the changes.  
Patience by bank recovery managers is needed, and I 
am concerned that this may be in short supply.

Iain McVicar 
Agricultural team 
iain.mcvicar@albertgoodman.co.uk 

Although widely welcomed, both by those in the wealth 
management profession and the clients they advise, 
the recent raft of reforms to pensions have taken the UK 
pensions industry by surprise, with many still struggling 
to cope with the sheer volume and pace of change.

Most financial commentators welcomed one reform 
in particular, the abolition of ‘compulsory annuity 
purchase’ at age 75.  Except for the now dwindling 
number of investors whose older pension contracts 
contain valuable ‘guaranteed annuity rates’, most were 
faced with ‘swapping’ their pension pot for a ‘level of 
secure income’ at 75, which was less than 50% of what 
they could have secured 20 years earlier.

Although this particular reform, combined with the 
introduction of so called dependants drawdown, now 
offers individuals the option to ‘pass on’ their pension 

fund (and the ‘tax wrapper’ that surrounds it) to spouses, 
children and grandchildren, many of the UK’s leading 
pension providers simply cannot accommodate this.

One of the largest UK providers of personal and 
workplace pensions, for example, now writes to holders 
of its Stakeholder pensions, 6 months before their 75th 
birthday, requesting instructions as to what they wish 
done with their pension fund. Those policyholders who 
fail to respond within the required timeframe risk a dire 
outcome.

Firstly, the pension company will pay 25% of the 
individual’s pension fund to HMRC (as a tax charge), 
regardless of whether the individual’s pension assets 
exceed the current £1m Lifetime Allowance.

Secondly, regardless of the individual policyholder’s 
wishes, personal circumstances or (critically) 

WHY TURNING 75 COULD PROVE BAD FOR YOUR WEALTH
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BASIC PAYMENT SCHEME 
- UNDERPAYMENTS
Following the fiasco of the 2015 Basic Payment 
Scheme (BPS) claim process there are still a number of 
farmers in the dark about whether they have received 
the correct amount of BPS or not. The RPA have said 
that they will only check claims if the farmer contacts 
them to query the amount. Reports suggest that there 
have been a number of underpayments made.

The RPA have released the rates per hectare in euros 
for each category of land, including the greening 
element.

These rates per hectare are shown in the following 
table.

Standard Greening

Non SDA €171.83 €76.19

SDA €170.60 €75.64

SDA moorland €45.07 €19.99

The exchange rate was 0.73129 £ per € for the 2015 
scheme year.

There was also the young farmers’ element, if 
applicable, which was 25% of the average claim per 
hectare, up to a maximum of 90 hectares.

There is a maximum claim of €150,000 that needs to 
be taken into consideration, if applicable.

There will be a reduction for the Financial Discipline 
Mechanism (FDM) for 2015 of 1.393041%. The first 
€2,000 is not taken into consideration.

As an example if a claim included 100ha of valid non 

Severely Disadvantaged Area (SDA) entitlements, with 
greening and young farmer element then the amount 
received should be as follows:

2015 BPS scheme – elements of 
total subsidy

£

Standard  non SDA – 100ha x €171.83 
x 0.73129

12,565.75

Greening – 100ha x €76.19 x 0.73129 5,571.70
Sub total 18,137.45

Young farmer –18,137.45/100 (average 
rate per ha) x 25% x 90ha (max)

4,080.93

Less Financial Discipline Mechanism 
(FDM) (€171.83 + €76.19) x 100 
= €24,802 -€2,000 = €22,802 x 
1.393041% = €317.64 x 0.73129 

(232.28)

Total 21,986.10

Farmers with a valid 2015 claim worth more than 
€2,000 will also receive a FDM refund for the farmer’s 
2015 payment from the 2014 FDM fund. This will start 
to be repaid to farmers from September 2016 but will 
only be £130 per £10,000 of BPS received.

In summary make sure you have received the correct 
BPS income for 2015 and contact the RPA if you feel 
you have been underpaid. 

With some good news - the weak post-Brexit pound 
means 2016 BPS payments are set to increase by 
16.5% on 2015. The exchange rate will add about 
£350m to farmers’ direct payments.

James Bryant 
Agricultural team 
james.bryant@albertgoodman.co.uk 

their state of health, the pension company will use the 
remaining 75% of the pension fund to ‘buy’ a standard 
pension annuity.

Even those more diligent policyholders who do respond 
(in time) to this letter will need to transfer their pension 
fund, online, to another pension contract, to avoid this 
outcome.

Pension providers concede that, although the new 
‘pension freedoms’ have been designed to allow a 
grandparent say to pass their pension assets to their 

grandchildren, some simply cannot accommodate this.  
There is clearly therefore still a huge gap between what 
the legislation allows and what pension companies can 
actually facilitate.

It is vitally important therefore for those with 
‘uncrystallised’ pension funds (i.e. funds they haven’t 
yet touched), especially those between the ages of 55 
and 74, to check that their existing pensions contracts 
are fit for purpose and that they can accommodate the 
new pension freedoms fully.  If they cannot, remedial 
work will be needed, as will some decent advice, from 
an independent (whole of market) ‘fee-based’ pension 
specialist.

Mike Seagrove 
Financial planning 
michael.seagrove@albertgoodman.co.uk
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The provision of shooting rights in the course or 
furtherance of business is a taxable supply for VAT 
purposes. This means that where the income received 
exceeds the current VAT registration limit of £83,000 in 
any period of twelve calendar months or less the shoot 
would need to have a VAT registration in place and 
charge VAT to those participating in the shooting activity.

This feature will also have an impact where there is an 
existing VAT registration in place (e.g. a farm) and the 
shooting activity is carried out by the same legal entity. 
In this scenario the shooting activity will automatically 
come within the existing VAT registration unless it can 
be seen that is operated on a non-commercial basis.

There are instances where HMRC accept that the 
provision of shooting rights is outside the scope of 
VAT on the basis that the activity is not operated on 
commercial lines. Where this can be proven there 
will be no VAT due on the income received but of 
course the counterpoint is that there will be no VAT 
recoverable on the associated costs that are liable to 
VAT. These instances are:

Shooting in hand

Under this arrangement the landowner will control the 
private shoot and can accept contributions towards 
the costs from those taking part. The contributions 
received are held to be outside the scope of VAT 
where:

 � The participation in the shoot is restricted to 
friends and relatives;

 � The shoot is not advertised to the public;

 � The accounts for the shoot show an annual loss 
at least equal to the usual contribution made by 
one participant over the year; and 

 � The loss is borne personally by the landowner.

Shooting syndicates 

Alternatively syndicates can be set up under which 
individual members share the expense of shooting 
under an arrangement similar to the above. The issues 
here are that if the syndicate has other activities that 
take it over the VAT registration limit it must account 
for VAT on the charges made to the members. In 
addition where the landowner is also a member he will 
need to account for VAT on the full value of the grant 
of shooting rights over the land itself to the syndicate.  

In some cases there is also scope for VAT exemption 
to apply by setting up an eligible non-profit- making 
body to provide the shooting rights to those individuals 
participating in the shoot.  The issues here are that the 
aims of the organisation must clearly be non-profit –
making i.e.

 � it is precluded from distribution of any profit it 
makes;

 � it must apply any profit made to the continuation 
of its activities; and

 � it is not subject to commercial influence.

This last feature is an important point to note as it 
effectively means that any parties connected to the 
shoot cannot extract profits by means of management 
services or the letting of land.

If the eligible body condition can be satisfied then the 
exemption applying to the sporting services is now 
extended to any individual participants rather than just 
those who are members of the of the non-profit-making 
sports club. This has been brought about by the ECJ 
decision in respect of the Bridport and West Dorset 
Golf Club and took effect from 1 December 2015.

HMRC still tend to look at shooting arrangements 
very closely. The interest is not limited to those 
arrangements where VAT is not charged but also 
to situations where the activity has been set up 
purportedly on commercial lines to secure VAT 
recovery on the associated costs. The clear advice 
in this area is that the arrangements should be kept 
under review to ensure that the income from shooting 
receipts is treated correctly and that where appropriate 
the correct amount of VAT is claimed.

VAT AND SHOOTING 

Andy Branson 
VAT Consultant 
andy.branson@albertgoodman.co.uk 
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RECLAIMING VAT ON CARS 
Businesses generally cannot reclaim input VAT charged on cars, and so the cost to the business will be the gross 
amount paid for the car. However, the case Borton t/a Contract Build [2016] TC 05224 has tested this. The case 
revolved around whether the purchased Land Rover Freelander, at the time of buying, was intended to be used 
exclusively for the purposes of the builder’s business or whether she intended, at that time, to ‘make it available’ 
to herself or any other person for private use. If it was exclusively for business, the input VAT would have been 
reclaimable. 

The case was rather protracted and this area formed only a small part of the overall assessment. However, the 
Tribunal found that the builder had no intention to make the car available for personal use and allowed the input 
VAT of £4,913 to be reclaimed and for the misdeclaration penalty to be set aside. 

The sole trading builder worked in a specialised sector of the building trade. She bought the vehicle, intending 
to use it exclusively for the purposes of her business, to transport tools and materials to and from building sites. 

She also had another car for personal use. The Freelander was so dirty from business use that it was unsuitable 
for private use. It was, from the outset, always intended to be (and actually always was) kept at the appellant’s 
business address, which also happened to be her home, when it was not being used for the purposes of the 
business. 

It was registered with DVLA at that address and was apparently insured solely for business use. It was available 
for use on emergency call outs, as well as for normal building work, and was used to tow business equipment, 
such as a portable office and mobile generators to and from site. 

The difficulty is that, in the case of a sole trader, the very act of buying a motor car means that arguably the 
trader has made that car available for his or her own private use, even if the trader has a firm and settled 
intention never to use the car in that way.

The case states: ‘The very fact of his deliberate acquisition of the car whereby he makes himself the owner of 
the car and controller of it means that at least ordinarily he must intend to make it available to himself for private 
use, even if he never intends to use it privately.’ 

However, it was argued that if the taxpayer has specifically arranged and maintained insurance cover which 
extends only to business use of the car (and has a settled intention to maintain that state of affairs throughout 
his or her period of ownership), then it is permissible for a tribunal to make a finding of fact that the taxpayer had 
no intention to make it available to any person for personal use. 

This case was decided on the facts presented and 
the testimonials of the taxpayer. If any reliance is to 
be placed on its outcome, you should ensure that all 
records support any initial sole business use intention.

Helen Pulman 
VAT and Indirect Taxes 
helen.pulman@albertgoodman.co.uk 

AUTUMN 
STATEMENT – 23 
NOVEMBER 2016
On the 23rd of November, Phillip Hammond 
will deliver the autumn statement, the first 
major economic update from the Chancellor 
since the decision was made to leave the 
European Union. We will be live ‘tweeting’, 
the expert reaction of our team and live 
broadcasting a summary as soon as the 
Chancellor steps down from the ballot box. 
You can stay up to date by following us  
@AG_LLP. 

mailto:sam.kirkham%40albertgoodman.co.uk?subject=


With an extra 3 percentage point SDLT surcharge on 
purchases of additional residential properties, the cost 
of buying residential property has never been so high. 
The surcharge can apply to main residences, buy to lets, 
farm workers cottages and furnished holiday lets, with a 
property purchase of £250K costing £7.5K more in SDLT. 

Therefore, whether you are buying or selling a residential 
property it is important to take advice on the SDLT.  
Proper consideration should be given to the correct 
application of the SDLT rates and any relief from SDLT. 

The rate of SDLT depends on whether the property 
is deemed to be residential or non-residential. Non-
residential will include a mixed property with both 
residential and non-residential parts. For both sets of 
rates the SDLT is now calculated on each band of the 
consideration as follows:

Residential property Rate 2+ property 
rate

Up to £125,000 Nil 3%

£125,001 - £250,000 2% 5%

£250,001 - £925,000 5% 8%

£925,001 - £1,500,000 10% 13%

£1,500,001 or more 12% 15%

Non-residential or mixed property Rate

Up to £150,000 Nil 

£150,001 - £250,000 2% 

£250,001 + 5% 

For purchases of non-residential or mixed property the 
SDLT can often be less expensive than on purchases of 
only residential property. For example, where a farm is 
purchased which includes the farmhouse and farmland 
the entire purchase cost should be charged to the lower 
mixed property rates of SDLT. However, a holiday letting 
complex consisting of just the main owner’s house, 
holiday letting cottages and the gardens and grounds 
of those properties, is likely to be chargeable to the 
higher residential rates and, depending on the number 
of dwellings, potentially the 3% surcharge. Where there 

is more land than just gardens and grounds the rate 
applicable will depend on the facts of the individual case. 

Application of the appropriate rate of SDLT and relief 
from SDLT is particularly important if the purchase 
involves multiple “dwellings”. 

Where property is being purchased that could be charged 
to either residential or non- residential rates or where 
the transaction consists of more than one dwelling it is 
important advice is taken early particularly as SDLT is be 
payable within 30 days of completing on the purchase.

Sam Kirkham 
Agricultural team 
sam.kirkham@albertgoodman.co.uk

IHT - MAIN RESIDENCE 
NIL RATE BAND
Details of the how the much publicised main residence 
nil rate band will operate for inheritance tax purposes 
(“IHT”) are now included in the 2016 Finance Act.

As the legislation stands, the headline addition to the 
transferable IHT nil rate band is being phased in from 
2017/18, with the full additional allowance of £175,000 
per person being available from 2020/21. After that, 
the allowance will increase by the consumer price 
index each year.

The new band will be available where there is a death 
after 5 April 2017, but may apply to any sales of 
qualifying homes that take place after 8 July 2015.

In particular, the calculation of the downsizing 
addition is very complex and does not necessarily 
work as you may expect. Downsizing can apply in 
two situations: where the person has previously 
downsized, replacing their home with a smaller 
property; and where there is no residential property 
on death, because they have sold a property before 
death and not replaced it with another one.

Where several properties have been sold, it is possible 
to nominate the most advantageous qualifying sale.

The calculation is complex, however, the important 
message is that detailed records of any sales made 
since 8 July 2015 should be kept, to enable the most 
beneficial claim to be made, possibly many years later.

Sam Kirkham 
Agricultural team 
sam.kirkham@albertgoodman.co.uk

BUYING OR SELLING PROPERTY – CONSIDER THE 
STAMP DUTY LAND TAX (SDLT)
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Contributing most to our  
clients’ success
Our aim is to work closely with our clients. Our practical 
agricultural knowledge, accounting and tax expertise and 
enthusiasm mean that we are well placed to do this. We believe 
that we bring a proactive approach and fresh perspective to our 
clients’ businesses. This means that we can give the best possible 
advice, enabling businesses to have the most suitable structure, 
pay the least amount of tax and effectively plan for the future.

ALBERT GOODMAN 150TH ANNIVERSARY
On Friday 30 September 2016, Albert Goodman reached the rather special milestone of being 150 years old.

Most businesses do not make it past three years, and certainly very few get to 50 years old.  Commenting on the 
longevity, Managing Partner, Richard Bugler said that the secret for Albert Goodman has been putting its clients 
first, then making sure that our staff are well looked after.  

Also the partners in Albert Goodman treat the business the same way that many of our farming clients look after 
their own business.  The main premise being that the partners work within the business and when they retire, 
they aim for it to be in a better state than when they arrived.  This makes for good long term decision making, 
which benefits clients and the business enormously.

As part of the celebrations on 30 September, eight people, including our own Iain McVicar cycled over 150 
kilometres for 150 years, starting at our Weymouth office, visiting and celebrating with every office, finally arriving 
at our Weston Super Mare office 10 hours later.  Commenting on this effort, Iain said “all the offices made a real 
effort to welcome us and cheer us on our way again.  Also the camaraderie within the cycling team, including two 
support vehicles, made the long cycle a pleasure”.

Here’s to the next 150 years!


