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Welcome to our Winter edition of Farming Matters which, like 
many things, has been delayed by Brexit and the General 
Election. However, after what seems to have been months and 
months of rain and political uncertainty, Boris Johnson and 
the Conservative Party have won a landslide victory, which to 
coin a phrase will allow him to 'Get Brexit done'. Although even 
Boris hasn't been able to stop the rain yet!

The question as we enter a new year and a new decade is 
what this will mean for Britain and British agriculture and can 
the industry now move on with certainty? Having been fearful 
of another hung parliament and a continuation of the state of 
flux that has hamstrung the economy for far too long, the lifting 
of the political fog has to be a good thing.  

The powerful mandate which the country has given Mr 
Johnson, should allow him to get things done and fulfil election 
promises (we shall see!) but it will be interesting to keep an 
eye on what direction Boris now takes the Conservative Party. 

Equally, it will be interesting to see what direction the Labour 
Party takes. It is worth noting that by the time the next 
(planned) election comes around, it will be 50 years since a 
Labour Party leader, other than Tony Blair, has been elected as 
Prime Minister - so perhaps this might give them some clues!

In terms of Brexit, initial comments from analysts suggest that 
crashing out of the EU without a deal is now unlikely. This has 
to be good for the sector, however anyone who thinks Brexit 
will be done and dusted on 31 January is well wide of the mark. 
We will now look to negotiate a post-Brexit trade deal by the 
end of 2020 and practically this will be hard to achieve in such 
a narrow window. To that extent, the threat of a no deal, the 
nature of future global trading relationships and the position 
with regards to the availability of labour all remain.  

One thing that we can reasonably expect is the resurrection 
of the Agriculture Bill. There will be opportunity for this to be 
tinkered with or changed more fundamentally. With the green 
lobby becoming ever more powerful, I have no doubt the 
mantra of 'public money for public goods' will remain. There 
will be the phasing out of the current direct support and we 
await clarity as to the details and timeframes and the schemes 
that will come and what this will mean to you.

As we enter the next decade I am sure that there will be more 
talk of the environment, natural capital, the environmental 
costs and benefits of different farming systems, sources of 
carbon sequestration and the Government’s commitment of 
being carbon neutral by 2050, (a target I expect to be brought 
forward) and rightly so for the future of the planet.

However, I am certain that farming and land ownership will 
play a significant and positive role environmentally and this is 
something that the industry leaders need to be shouting from 
the roof tops and reported far more fairly in all forms of the 
media.

In terms of taxation, the return of a Conservative regime is 
likely to be less traumatic than what was feared from a Corbyn 
government and things may well remain relatively benign. 
That said, we must not take things for granted; there will be 
a budget early in the New Year and it will be interesting to 
see what it brings. It will be interesting to see which, if any, 
of the recommendations from the Office of Tax Simplification 
report on inheritance tax will be picked up, several of these 
recommendations would have potentially large implications for 
the farming sector if implemented. We will, as always, keep you 
informed of all the key points of the budget in due course.

2019 has seen PKF Francis Clark celebrate our 100th 
anniversary and we have once again made further significant 
strides in advising the farming industry. The recruitment of 
Mike Butler as a partner in the East of the region being a real 
coup for the firm and I must thank that team right across the 
patch for their continued support across the year.

As we enter what I hope might be another 'roaring twenties' 
and start our next 100 years, we look forward to continuing 
to work with the farming community to face challenges that 
will no doubt arise head on and also look to help you grasp 
opportunities as they arise.  

As ever we live in interesting times but here’s to a positive 
2020! 
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BRIAN HARVEY
PARTNER AND HEAD OF AGRICULTURE 
brian.harvey@pkf-francisclark.co.uk



M I K E  B U T L E R  
J O I N S  T H E  F I R M

Mike Butler has become our new agricultural partner, 
joining us from Old Mill. With 28 years in the industry, he 
is a very well-known figure in the sector across the South 
West. 

Mike has specialised in the rural sector throughout his 
career and works with clients in what is an ever-changing 
and continuously challenging sector, with an emphasis 
on tax planning and mitigation. With this experience 
and with ongoing family farming interests himself, Mike 
understands the challenges that the sector is facing.

Mike commented, “I’m so pleased to be working with 
PKF Francis Clark and our clients. I’m passionate about 
being straight talking, proactive and approachable, whilst 
delivering cost effective solutions. I like to help make a 
difference for my clients, whilst delivering it with a sense 
of humour.”

Managing Partner, Andrew Richards, commented, “Mike 
has a wealth of experience in the agricultural sector and 
we’re thrilled that he has joined our team. We are certain 
he will help us to further develop our offering in both 
Wiltshire and Somerset, in what is a very important sector 
for the firm.”

Brian Harvey, the firm’s Head of Agriculture added, “We 
have successfully grown our agricultural offering in recent 
years and Mike joining us will undoubtedly add to the 
firm’s agricultural offering. What makes Mike successful 
is that he genuinely cares about farming and his clients 
and most importantly he speaks a language that farmers 
understand.”

If you would like to get in touch  
with Mike, please email  
mike.butler@pkf-francisclark.co.uk  
or call our Salisbury office on 
01722 337661 or Taunton office  
on 01823 275925.

As part of our ever growing rural 
offering, we now have office space 
at Frome Standerwick Market. 
We are there on market days 
(Wednesdays and Fridays) and will 
be manned by members of our 
Salisbury and Taunton teams.

We’d love to see you there,  
so pop in for a cup of tea and  
a chat!

W E ' R E  N O W 
AT  F R O M E 
S TA N D E R W I C K 
M A R K E T !



One of the biggest dilemmas facing many 
farming businesses is how to deal with 
succession; in particular, the passing of 
farming assets to those likely to succeed 
in running the business, whilst remaining 
as fair as possible to those siblings who 
may not be involved. With profits often 
under pressure and a continual need to 
reinvest in the business itself, it is very 
difficult to find a way using farming profits.

It may be better for the older generation 
to consider taking out life cover for the 
whole of their lives so that at a future 
point, when they do eventually die, a lump 
sum is paid to non-farming siblings.

This may sound like an expensive solution. 
However, it is not uncommon for the 
cost of this type of life insurance to be a 
feasible option, when compared to the 
final pay-out.

For example, for a farming husband and 
wife who are both 65, non-smoking and 
in good health, the monthly premiums 
to provide a cash lump sum on death of 
£600,000 would be around £780 per 
calendar month, based on typical current 
quotes.

If we extend this example, with at least 
one of the couple living a further 25 years 
until 90, the total premiums paid for the 
entirety of the policy would amount to 

£234,000 which is significantly less than 
the pay out of £600,000 that would be 
made.

Insurance companies operate in a 
competitive market and therefore have to 
set their premiums accordingly. Typically, 
a significant proportion of life insurance 
policies that are taken out end up being 
cancelled during the anticipated term. 
As a result, the cancelled policies can 
effectively subsidise the remaining 
policies that continue to run until the 
policy holder dies and ultimately the  
pay-out is made.

Whilst normally the premiums paid would 
not be tax deductible for the business, if 
they are structured correctly, the pay-out 
from the policy does not form part of the 
policy holder’s estate for inheritance tax 
purposes, creating significant savings.

Who will fund these premiums? In reality, a 
farming son or daughter may feel that this 
a reasonable and fair cost to be carried 
by the farming business, in return for free 
and unfettered succession to the farming 
assets. This option can also provide an 
alternative to selling either part or all of 
the farm or alternatively  borrowing money 
to fund a lump sum which, in the longer 
term, can prove very expensive.

As with all types of investments, advice 
is needed to make sure that the best 
solution is found. A combination of the 
specialist rural accountant and qualified 
financial planner provides farming 
businesses with a fantastic opportunity to 
build a comprehensive succession plan. 
Careful Will planning, use of properly 
constructed partnership and shareholders’ 
agreements and most importantly an open 
communication amongst the family, can 
mean that this most difficult of tasks is 
made a whole lot easier.

FA R M E R S  O P P O R T U N I T Y  T O  I N S U R E  AG A I N S T 
S U C C E S S I O N

If you are currently considering 
succession issues or are finding it 
difficult to understand how you might 
pass assets down, please contact Mike 
Butler or your usual PKF Francis Clark 
contact. 

MIKE BUTLER
AGRICULTURAL PARTNER 
mike.butler@pkf-francisclark.co.uk



The scenario is a familiar one. Parents (or one of them) 
make promises to one of their children that the family farm 
will be theirs one day. The child relies on those promises, 
forgoes alternative opportunities, works long hours for very 
little, in the sure knowledge that they will get their reward 
in due course. Relationships subsequently deteriorate and 
what seemed a done deal at the time gets overridden. Cue 
irreparable damage to relationships, untold stress and legal 
costs to match. 

Three farming disputes based on similar scenarios were 
ruled on by the High Court last year: Gee v Gee, Thompson 
v Thompson and Habberfield v Habberfield. A fourth case, 
Guest v Guest, has been decided this year. In all four disputes 
the claimants were successful. In all of the cases, the promise 
was not a one-off casual comment, but was repeated at 
various points over a long period of time; this seems to have 
been a critical factor, overruling any later change of mind. 
Also critical is the fact that the claimants had relied on the 
promises made; in one case a daughter had prepared a 
formal tender with her husband for a farm of their own but 
was persuaded not to submit it after her father persuaded 
them that the ‘home farm’ was their future. 

All of the claimants had suffered ‘detriment’ by relying on 
the assurances they had been given. In all cases this took 
the form of working for significantly less than if they had 
taken jobs elsewhere; time-off was a rarity. Other work 
opportunities were turned down. 

Importantly, other siblings and their own claims played a 
part in all of the disputes, demonstrating once again that the 
challenge of treating all children fairly while passing the farm 
to one of them is a fraught exercise needing careful thought 
and implementation.

AVOIDING SUCCESSION DISPUTES

The potential for expensive and drawn-out legal proceedings if 
succession planning goes wrong is very real, as shown by the 
sheer number of High Court cases. Below is a checklist which, 
if followed, may help to limit the risk of future litigation. 

Make plans
- Take the long view
-  Distinguish between property ownership and managing the 

farm business
-  Consider how to cater for other family members (insurance 

policies/non-farming assets/use of farm cottages/future roles)
-  Bring in outside help if needed (a facilitator can help unlock 

difficult discussions)
-  Get early advice on tax implications

Document things
-  Make sure your will is in line with what you say to the family
-  Check partnership agreements and accounts to make sure 

that they are also in line with your intentions and show where 
the value of farmland sits

- Use a professional

Avoid secrecy
- Keep plans out in the open with all family members
-  Formal family meetings, with a follow-up note or minutes,  

will help avoid nasty surprises

Revisit plans
- Take stock every few years
- Have circumstances changed? 
- Are family members still on board with the plans? 
- Is the original plan still tax efficient?

“ O N E  DAY,  M Y  C H I L D ,  
T H E  FA R M  W I L L  B E  YO U R S …”

Julie Robinson, agricultural partner at Roythornes Solicitors, draws some lessons from recent 
cases where the courts have upheld children’s claims to the family farm.

G U E S T 
A R T I C L E



2017 was a stressful year for PKF 
Francis Clark client James Cock, a third 
generation Cornish cut flower grower/
wholesaler. Having worked in his parents’ 
nursery for 28 years, their decision to sell 
up and retire left James with a dilemma 
about the future.

Growing and selling flowers is in his 
blood, but as much as he knew his way 
around the sector, did he want to buy the 
business and take on the responsibilities 
of employing 10 people and the 
considerable overheads that he would 
inherit?

James said, “I was only an employee and 
not a shareholder of my parents’ business, 
so taking it on was a big ask. I actually ran 
the business for 10 years and we always 
did direct sales which were beginning to 
outpace other areas of the business and 
I could see the potential in the increasing 
interest in British grown flowers.

“Going on my own meant I would be 
selling my own produce and adding value 
by creating direct relationships. There 
would be just me, but because of this I 
didn’t need to have some of the traditional 
overheads.  

“I knew direct sales would do well but it 
was untested. Firstly, I needed to build 
on existing relations and connect with 
customers through a weekly mailshot.  
There were still risks involved as I had to 
operate from somewhere. However, all I 
really needed was a shed, a fridge and the 
internet to start this business.”

In 2017, after "a stressful time and 
sleepless nights", James launched Flowers 
by Clowance as a sole trader. He had 
acquired five acres of land with a four 
bedroom house along with suitable sheds 
to which he has also added a further 8.1 
acres. The business is located near the 

Clowance Estate at Praze, on the outskirts 
of Camborne right in the middle of the 
horticultural growing region of Cornwall.

He added, “We had always supplied 
wholesalers with local grown flowers but 
the internet provided the opportunity 
for florists to buy directly, so I took 
advantage of grants available to help to 
get broadband onsite and to develop the 
website.”

Now a hub for Cornish growers, James 
sources from 20+ growers in the South 
West and Isles of Scilly. A weekly mailshot 
goes to over 2,500 florists and according 
to their response, James then orders 
from the growers thus reducing the risk 
of having unsold produce on his hands.  
Current volumes are impressive including 
moving some 6,000 daffodils, 2,000 
narcissi, 200 bunches of foliage every 
week, as well as tulips bought by the 
pallet from Lincolnshire.  

The business model is working, but James 
readily admits that cloud accounting, 
introduced to him by specialist advisers 
at PKF Francis Clark, has made a huge 
difference to his ability to handle the 
volumes, maintain control and realise his 
vision.

F LOW E R S  BY  C LOWA N C E

C A S E 
S T U D Y



“I opted to run the business as a sole 
trader,” said James. “I saw the burden 
of escalating overheads in my parents’ 
business so when I went on my own I 
just wanted things to be simple. I have 
a strong work ethic and I have a self-
employed part-timer who helps me but 
generally I do everything myself because 
I am able to work very smartly.

“I have a FedEx Ship Management 
System which enables me to pre-date 
labels instead of having to print them 
on the day of dispatch. PKF Francis 
Clark also introduced me to Xero 
cloud accounting software and this has 
fundamentally changed the way I work 
and the opportunities open to me. Xero 
puts me in control and minimises any risk 
of error. 

“I’ve known about PKF Francis Clark for 
a long time through the Young Farmers, 
in particular Partner Brian Harvey, and 
I would always see him at the Royal 
Cornwall Show. We used another Truro 
based firm and, although I’m pretty loyal, 
they didn’t do me any favours. Brian 
helped guide me through the set-up 
process and suggested cloud accounting 
as a suitable business tool for my needs.  
He introduced me to Georgina Stephens, 
a cloud accounting specialist in his rural 
team. Together, they have been very 
proactive and not afraid to show me how 
to do things that accountants traditionally 
make money from.

“Georgina showed me how Xero works 
as a means of improving and controlling 
the business and even made up a fake 
customer so I could really see it in 
action. It does everything I need. All the 
customers are stored in it, it can give me 
an instant update on my VAT position. It 
was a revelation. 

“There are so many advantages to 
it including control, cost and time 
efficiencies. It allows me to work 
remotely and to pre-date work. For 
instance, I can draft up next week’s 
invoices today and get ahead of myself. 
Working in advance is both time-saving 
and creates more control and less risk of 
errors.

“Previously, I was paying a considerable 
weekly sum for accountancy services 
that Xero now does for me. We now 
have a package including Xero for a 
quarterly fee which I’m very pleased 
with.”

Brian Harvey and his team not only 
advised James on start-up issues, they 
are also handling the business’ year end 
accounts, tax and national insurance 
as well as advising on the benefits of 
making James’ wife Debbie a partner in 
the business.

James Cock continued: “My relationship 
with PKF Francis Clark is very positive. 
With Xero, I can do things for myself, 
but we still have quarterly reviews and 
if I have any questions, Georgina is very 
good at coming back to me promptly 
with a solution. Brian and Georgina are 
just a phone call away and that gives me 
confidence.

“As a start-up, we have had a lot of 
investment to find, including deposits for 
land acquisition, initial professional fees 
and tax bills. I have had good advice 
and it gives you confidence that Brian 
Harvey’s brilliant business advice is 
grounded in his own experience in the 
agricultural community.

“My unique selling point is Cornish cut 
flowers and my mission is to be the hub 
for British cut flowers and we’re getting 
there. We have plans for the future with 
PKF Francis Clark and cloud accounting 
being very much part of them.”



C A P I TA L  G A I N S  TA X  C H A N G E S  
C O U L D  T H I S  A F F E C T  YO U ?

W H E N  I S  T H E  C A P I TA L  G A I N S 
TA X  PAY M E N T  D U E  A N D  H OW  I S 
I T  R E P O R T E D  TO  H M R C ?

Currently, when a capital disposal occurs, 
the capital gains tax liability is payable on 
31 January following the tax year of that 
disposal. Therefore, most people have 
between nine to 18 months’ to calculate 
and submit the capital gains tax return. 

From 6 April 2020, for residential property 
disposals, the capital gains tax return 
and any tax payable must be sent to 
HMRC within 30 days of completion and 
penalties will be imposed if this is not 
done (both property and non-property 
gains will continue to be reported on 
the annual tax return as well, with credit 
given for the tax paid during the year). 
This much reduced timescale could prove 
challenging for cash flow and reporting. 

When considering a capital disposal, often 
valuations will need to be undertaken 
in order to calculate the potential tax at 
stake. This can be more difficult if you 
inherited the farm cottage (to be sold) 
as part of wider inheritance where no 
probate value was attributed to individual 
assets, or where the assets have been 
owned for a long time. Therefore, early 
professional involvement will be key to 
getting this information together to avoid 
unnecessary late filing penalties. 

W H E N  M I G H T  A  C A P I TA L  G A I N 
A R I S E  OT H E R  T H A N  O N  A 
S A L E ?

It is important to note that it is not just the 
sale of a property that will trigger a capital 
gains tax liability. It could also occur when 
a property is transferred to children or 
grandchildren by way of a gift as part of 
succession planning for inheritance tax 
purposes. A disposal may also occur on 
other transfers of properties, such as a 
divorce settlement or into a trust. 

In these circumstances the same 30 day 
rule applies. 

M A I N  R E S I D E N C E  R E L I E F 

Relief from capital gains tax is available 
when somebody sells their only or main 
residence. It can get rather complex 
for farm houses or cottages with large 
gardens, paddocks or outbuildings and it 
is always worth taking advice.

The current position is that once a 
property has qualified as the only or 
main residence, the final 18 months of 
ownership automatically qualify for relief 
even if the individual no longer lives in the 
property during this time. This final period 
is set to reduce to nine months with effect 
from 6 April 2020. 

L E T T I N G S  R E L I E F

Currently, once a property has qualified 
as a main residence - but has partly 
or entirely been let as residential 
accommodation - lettings relief may 
exempt the capital gain for the let period, 
subject to certain restrictions. Lettings 
relief currently reduces the capital gain by 
up to a maximum of £40,000 per owner.

From 6 April 2020 lettings relief will only 
be available when the tenants are in 
shared occupation with the owners of 
the property. This restriction to the relief 
could have a significant impact on the tax 
liability where a main residence which 
has at some stage been let as residential 
accommodation is sold. 

There are significant tax changes coming in from April 2020 which could affect you if you are considering 
selling a large capital asset like a farm house, cottage or land in the near future. 

ANDREW SQUIRES
PARTNER 
andrew.squires@pkf-francisclark.co.uk



If you are considering selling you may wish to 
consider the benefits of making the disposal 
before 6 April 2020. A delay will have a negative 
impact on the tax that you are likely to pay, though 
clearly there may be other factors to consider and 
tax is only one element. 

Even if you do not plan on selling the property, 
there may be an opportunity to crystallise a 
disposal, perhaps by way of a gift, or the use 
of a trust, in order to bank the reliefs currently 
available. Whether or not this would be beneficial 
will depend on the sums involved and would need 
further exploration.

. . . N E X T  S T E P S

If you have any questions, or would like to discuss 
your position further with us, please do not 
hesitate to get in touch.



As a farm business, if you are 
purchasing property and/or land, the 
significant differences in stamp duty 
land tax (SDLT) between the residential 
and non-residential rates means that it 
is essential to be clear on the nature of 
the land before going ahead, to avoid 
nasty surprises.

For the purposes of SDLT, residential 
property is defined as:

•  A building that is used or suitable for 
use as a dwelling, or is in the process 
of being constructed or adapted for 
such use

•  Land that is or forms part of the 
garden or grounds of a dwelling

•  An interest in or right over land that 
subsists for the benefit of a dwelling 
or garden or grounds

Non-residential property is defined as 
land that is not residential.

Mixed use property is a combination 
of both residential and non-residential 
property, and is subject to the non-
residential rates of SDLT.

HMRC is increasingly scrutinising 
mixed use claims, so it is more 
important than ever to ensure that the 
correct rates of SDLT are applied.

HMRC only published guidance on 
its understanding of the meaning 
of garden or grounds, or land that 
subsists for the benefit of the dwelling, 
in June 2019 so before this there 
was much confusion, particularly for 
those purchasing rural dwellings with 
significant land attached. 

HMRC’s interpretation clearly gives 
significant weight to the use of the 
land at the date of completion, and 
to a lesser degree, its historic use. 
However, HMRC will disregard any 
intended future use in determining 
whether the land is residential or 
not. Thorough research into land use 
before purchase is essential.

Also, whilst commercial use of the 
land is a strong indicator that the land 
is non-residential for SDLT purposes, 
there is a grey area where the activity 
carried out on the land could be 
considered to be used for leisure 
purposes. Examples provided by 
HMRC include beekeeping, grazing 
and equestrian activities. Therefore, 
it is important to determine the true 
nature of the activity, particularly in 
instances where the activity is carried 
out by a third party. 

Where the view is that the land 
is used for commercial purposes, 
supporting evidence should be 
sought to confirm this. Examples could 
include, written agreements between 
the landowner and third party (e.g. 
licence agreements), photographic 
evidence of commercial use, or 
written statements from the parties 
concerned. 

In addition to land use, other factors 
should also be considered when 
determining the nature of the land for 
SDLT purposes. These include (but are 
not limited to):

• The layout of land and outbuildings

•  Physical proximity of the land to the 
dwelling and the extent of the land

•  Legal factors such as planning 
restrictions and restrictive covenants

• Interaction with capital gains tax

S TA M P  D U T Y  L A N D  TA X 
N AV I G AT I N G  T H E  M I N E F I E L D

VICTORIA CHRISTOPHER
TAX DIRECTOR 
victoria.christopher@pkf-francisclark.co.uk



Privately owned renewable energy facilities are becoming rarer in the 
market place, so landowners who hold a development will undoubtedly 
have received contact with a view to selling.

For those developments that have been in place for a few years, it’s 
likely that they are not only generating decent returns on investment, 
but also as debts have largely been paid down, they provide welcome 
cash flow. The initial reaction could therefore be to hold onto the 
guaranteed index linked income.

However, with investors looking for ‘safe’ but improved returns, the 
potential to cash out on renewables projects should not be dismissed 
without due consideration.

The majority of projects have a guaranteed income life of 20 years, but 
how is this income being used?  

Of biggest concern is if the income is simply propping up a loss making 
business and at the end of the project’s life the business will hope 
new opportunities present themselves. The risk if they don’t is that the 
business could go backwards or fail.

For others, the additional income has provided the opportunity to make 
provision for family members outside of the farming business. Therefore 
retaining the development may continue to be a worthwhile option.

Some may have used the income to buy more land to expand and with 
interest rates at an all-time low, this again may well have merit.

However, with many developments that have been commissioned and 
working in excess of five years, it’s likely that the capital allowances 
available on the initial expenditure have been fully utilised. Subsequently 
income and profits are significant and likely to be taxed at 40 - 45% if 
held individually. If the development is held in a company, the profits will 
be sheltered at corporation tax rates of 19%.

The problem is that with changes to dividend rules over the past few 
years, extracting income means increased personal tax charges so the 
tax saving is minimal.

W H AT  A R E  T H E  O P T I O N S ?

R E N E WA B L E  E N E R G Y  D E V E L O P M E N T S 
R E TA I N  T H E  I N C O M E  O R  S E L L

T H E  B E N E F I TS  O F  S E L L I N G

Privately owned facilities are in short supply and 
market prices for the developments have seen a 
keen upturn.

In addition, a key consideration is that if 
structured correctly, the developments should 
receive favourable capital gains treatment.

Of equal importance the owner receives a 
significant one off consideration payment. This 
provides options, either investing with reduced 
or zero borrowing, providing cash outside of 
the farming enterprise to secure their future and 
potentially for the next generation.

This is particularly relevant at a time when 
farmers reaching their mid-60s have reduced 
retirement options, given the leaner returns 
in farming and agriculture in the last 20 years, 
which has resulted in reduced retirement 
funding.

It’s worth noting that selling may not work for 
all, but for those who have the choice it’s worth 
taking advice and making an informed decision.  

Your local PKF Francis Clark contacts will be 
happy to discuss and make the appropriate 
introduction to our energy team, who will be 
happy to assess your options.

JUSTIN GLIDDON
DIRECTOR 
justin.gliddon@pkf-francisclark.co.uk



S H O U L D  T H E R E  B E  C O N C E R N  A B O U T 
T H E  G R O W T H  I N  FA R M  B U S I N E S S 
T E N A N C I E S ?

Since the introduction of Farm 
Business Tenancies (FBTs) in 
England and Wales in 1995, 
the area of land retained within 
the let sector in agriculture has 
remained stable at around a 
third of the total farmed area.  
However, approaching half 
of that area is now covered 
by FBTs rather than the older 
style, Agricultural Holdings Act 
1986 agreements. Whereas 
the old-style tenancies 
provided security of tenure, 
usually for the lifetime of the 
tenant and sometimes for two 
further generations, depending 
upon succession criteria being 
met, 85% of FBTs are let for 
five years or less.

With the gradual accretion 
of FBT agreements at 
the expense of 1986 Act 
agreements, it is of concern 
that we are developing a let 
sector dependent on short 
lengths of term. At a time when 
the mantra of Government 
is about public payments for 
public goods, the development 
of ecosystem services and 
long-term environmental 
improvement, a way must be 
found to ensure tenant farmers 
are not disenfranchised from 
participation in new forms of 
public support.  

It is for this reason that the 
TFA has been encouraging 
the Government to look 
at the taxation framework 
within which landlords make 
decisions about letting land 
to encourage longer term 

tenancies. A principal plank 
of TFA lobbying has been to 
suggest that landlords should 
only be entitled to obtain 100% 
agricultural property relief 
from inheritance tax if they 
are prepared to let land for 
periods of 10 years or more.

At the same time, we have 
been looking at how to provide 
greater flexibility for landlords 
to bring long-term agreements 
to an end in situations where 
tenants are in breach of their 
agreements. The existing 
provisions through forfeiture 
are at best tortuous and at 
worst impossible to use in 
any meaningful way. It is 
hoped that a sensible balance 
of carrot and stick in these 
circumstances will encourage 
landlords to think longer term 
than hitherto seems to have 
been the case.

Sometimes, in individual 
circumstances, tenants will be 
approached by their landlords 
with proposals to surrender 
their 1986 Act Agreements in 
favour of a new style FBT.  The 
advice from the TFA has been 
to think about it, think about it 
again, but don’t do it! However, 
there may be circumstances 
where it does make sense, 
particularly if the landlord 
is offering a considerable 
advantage to the tenant either 
financially or otherwise. Care 
must be taken to consider 
the taxation consequences of 
such decisions both in terms 
of capital gains tax (CGT) in 

respect of the surrender of the 
old tenancy and stamp duty 
land tax (SDLT) on the new 
lease. Taking advice to ensure 
that the terms of the new lease 
match the expectations of the 
occupier will also be essential.

Accepting an FBT may also be 
beneficial if it allows the next 
generation to be given security 
in circumstances where rights 
of succession are not available 
or where there will be difficulty 
in proving eligibility for 
succession. The taxation and 
contractual considerations 
noted above will apply equally 
in these cases.

If the landlord is concerned 
only about exposure to 
inheritance tax, they may offer 
a surrender and re-grant of a 
1986 Act tenancy. Whilst it can 
be anticipated that in most 
cases the tenancy terms will 
remain unchanged, tenants 
ought to consider asking the 
landlord for an indemnity 
against any CGT and SDLT 
liability that might arise.  

GEORGE DUNN
Chief Executive, 
Tenant Farmers Association

G U E S T 
A R T I C L E

0118 930 6130
tfa@tfa.org.uk



A R E  YO U  U N D E R TA K I N G  AG R I -T E C H ?

R E WA R D I N G  I N N O VAT I O N

Companies conducting qualifying development work can claim 
government-backed tax reliefs of up to a third of the associated 
costs. As a firm we are seeing increasing numbers of our agricultural 
sector clients embracing technological advancements and seeking 
out scientific and technical improvements - making these reliefs 
particularly relevant.

It is important to stress that the scheme is only available to those 
businesses trading as limited companies and not to partnerships or 
other business structures. It may be that the numbers work so that 
creating a limited company for these activities is viable - but advice 
should definitely be taken before going ahead.

W H AT  I S  E L I G I B L E  R & D ?

The scope of what is covered under R&D is broader than you may 
think. If there is some element of your work that you cannot do - and 
to do this you need to create a solution which isn’t available in the 
marketplace then you could be eligible to claim R&D tax credits. 
This could be using technology in a new way or even designing new 
technology to improve or create a process, device, service or product 
to ultimately mean that you can run and grow your business.

Whether the project achieves its objective or not, does not matter 
and any field of science or technology may be the focus of an R&D 
project. The following are just some of the example areas within the 
agriculture sector that could qualify:

A R A B L E
• Improving or developing new harvesting methods
• Disease protection or prevention
• Pest protection
• Improvement in crop yield
• Resistance to environmental factors
• New crop growing techniques, for example vertical farming

DA I R Y
• Livestock monitoring systems
• Breeding programmes to improve yield or prevent disease
• Livestock feeding methods or formulation
• Animal housing and welfare

D I V E R S I F I C AT I O N
• Waste reuse or repurposing
•  Integration of renewable technology, anaerobic digestion plants for 

example

H O W  D O E S  I T  W O R K ?

Once eligible activities have been 
identified, a company may look back 
to the last two accounting periods for 
the associated qualifying R&D spend 
on permanent and temporary staff 
costs, materials used (including utilities), 
subcontractors and software licences.

Relief is then claimed under one of two 
schemes - the SME scheme (broadly for 
those with fewer than 500 employees) 
is the more generous but comes with 
complex conditions. Relief is claimed in 
the company tax return and is given by 
way of a reduced tax liability of up to a 
quarter of the qualifying spend. If the 
company has current year losses it may 
claim a payable cash credit of up to a 
third of qualifying spend.

There are rules around claiming state aid 
(government grants etc.) under the SME 
scheme which may mean that a company 
may only be eligible for the less generous 
RDEC scheme. This is calculated as 12% 
of qualifying R&D spend (c.10% net of tax).  
Our team will be able to advise on this.

PKF Francis Clark has a specialist R&D 
team, including a time served engineer, 
who have experience across a large 
number of sectors, including agri-tech. 
For more information, or if you have any 
questions, please get in touch.

SARAH BOYES
TAX MANAGER 
sarah.boyes@pkf-francisclark.co.uk



H M R C  C O N T I N U E S  T O  F O C U S  O N  T H E  N AT I O N A L  M I N I M U M  WAG E 
( N M W ) ,  I D E N T I F Y I N G  M O R E  E R R O R S  W H I C H  H A S  L E D  T O  A N 
I N C R E A S E  I N  P E N A LT I E S . 

WORKWEAR
Where an employee is required to 
wear, for example, wellies and safety 
equipment as part of their role, but 
this is not provided by the employer, 
then the cost incurred is treated 
as a deduction for the purposes of 
calculating the hourly rate of pay. This 
means an employee can inadvertently 
fall below the minimum wage 
threshold.

WORKING TIME
Working time includes any time 
spent at the start and end of the day 
or where the employee is required 
to arrive early or remain at work, 
for example, for a team meeting 
or to change into work clothing.  
Employers can overlook this time when 
calculating employees' pay.

In addition, where employees are 
sent to work at a temporary place of 
work, the travel time also needs to 
be factored into the minimum wage 
calculation.

ACCOMMODATION
If you provide employees with 
accommodation, this can be taken 
into consideration when determining 
whether it is appropriate to pay NMW. 
There is an accommodation offset that 
is available to use when calculating 
NMW.  

Where rent-free accommodation is 
provided, the accommodation offset 
is seen as income and added to pay 
for NMW calculations. However, any 
rent paid by the employee should be 
deducted from the wage so this is 
another area where mistakes can occur.

EMPLOYER OBLIGATIONS
It is important that employers carefully 
consider their obligations under the 
NMW legislation. 

Employers are required to maintain 
accurate records (and if requested 
make them available to their 
employees) to be able to demonstrate 
that the minimum wage is being paid 
to employees.  

An employer can find it costly to make 
mistakes and not pay NMW at the 
correct rate:

•  Penalties are calculated at a rate 
of 200% of the underpaid wages 
subject to a cap of £20,000 per 
underpaid worker (any penalty is 
reduced by 50% if the unpaid wages 
and the penalty are paid in full within 
14 days)

•  Paying the short-fall of NMW to the 
employees

•  The reputational damage that may 
be caused by HMRC’s ‘named and 
shamed’ listing

CONCLUSION
Whilst the legislation has been 
around for 20 years there remains a 
considerable lack of understanding of 
the mechanics as to how it works.

Employers need to consider the 
following matters very carefully:

•  What are the rates of pay in the 
organisation?

•  What records of working hours are 
being maintained?

• Is travel time being recognised?

•  Are there accurate records of 
deductions made from an employee’s 
pay?

•  Has the NMW rate been correctly 
calculated when providing 
accommodation?

It is also important to note that the 
NMW replaced the Agricultural Wages 
Order (which had higher rates of pay 
than the current scheme). However, 
this rate does still apply to those 
workers employed prior to 2013, 
where it is built into their employment 
contracts.

It’s important that your payroll systems and processes are robust and will stand up to an HMRC NMW compliance review. 
You need to be able to demonstrate that you are paying your staff accurately, on-time and that you have consistency in the 
process.

Within the sector there are areas where genuine misunderstandings or failure to understand the legislation can lead to 
mistakes. These include the following:

If you have any queries on the 
contents of this article or would 
like to enquire about undertaking 
a NMW review, please do not 
hesitate to get in touch.

STEVE ASHWORTH
TAX DIRECTOR 
steve.ashworth@pkf-francisclark.co.uk



VAT  A N D  S H O OT  C LU B S 
S O R T I N G  T H E  R E A L I T Y  F R O M  T H E  M Y T H

As the shooting season is in full swing, 
many shoots will be familiar with the 
suggestion that shoots can be operated 
as a club with the consequential benefit 
that VAT need not be charged on shoot 
'income'.  

Whilst no one would argue against the 
fact that this would present a significant 
fiscal advantage, VAT costs for most 
commercial shoots are large. It is 
therefore inevitable that this will fall under 
close scrutiny from HMRC in the not too 
distant future, to make sure business 
structures are legitimate.

It is the running of a shoot for profit to be 
taken by the operator rather than retained 
for the benefit of the club members that is 
critical in terms of determining whether or 
not a club truly exists.  

If a shoot is run genuinely as a club, 
any surpluses will be retained in full for 
the benefit of the club itself and not to 
individuals who happen to work within, 
or who provide services to the club. Any 
deficits that may occur will have to be 
borne by the members of the club with 
historic reserves typically used to cover 
such shortfalls.

Being a club member means that you 
will typically be entitled to a number 
of benefits that you would expect to 
see a member receiving. In effect, your 
membership means that you would have 
an interest in the assets and a say in the 
operation of the club. You also have the 
ability to participate in its running which 
can include attending meetings and 
receiving feedback on how well it is being 
operated.

We have heard of some extreme cases 
where individuals turn up to shoot in the 
morning and are asked to ‘join the club’ 
there and then, sign a simple book in the 
corner of the shoot-room and then hear 
nothing from them ever again. Even an 
individual with the most ambitious attitude 
towards tax-planning would find this a 
difficult scenario to defend.

For those shoots that, in reality, truly 
operate a commercial shooting business, 
there are other ways to mitigate tax, even 
if VAT still needs to be charged. Of course 
VAT will almost certainly be the largest 
element of tax paid. For shoots being run 
with a view to profit, one also needs to 
take advantage of legitimate opportunities 
to minimise other taxes paid on those 
profits. That type of tax planning can be 
altogether more robust.  

However, one must also remember that 
many shoots, including those run on 
a commercial basis, do tend to have a 
significant repeat customer base, and so 
there may be an opportunity to consider 
whether their involvement with the 
shoot is reasonably aligned to that of a 
syndicate or a club member. There may 
be opportunities to explore these areas in 
terms of overall tax mitigation, but once 
again, each case will depend upon these 
specific facts. One thing is abundantly 
clear, simply deciding that your shoot has 
suddenly become a club is not something 
that is likely to stand up too much scrutiny.

For more information on this topic 
or indeed any matters relating to tax 
mitigation and advice, please get in 
contact.

MIKE BUTLER
AGRICULTURAL PARTNER 
mike.butler@pkf-francisclark.co.uk
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WE WANT THE  
BEST IN  THE F IELD
We’re always looking for accountants and trainees specialising in 
the farming sector to help us grow, as we expand our agricultural 
expertise throughout the South West. 

We have deep, muddy roots in the rural farming community, working 
with over 550 farms and 45 landed estates across the region. We 
work across the whole sector, advising some of the country’s largest 
dairy, livestock and arable farms as well as related rural businesses. 
So we’re looking for talented, passionate, ambitious people who live 
and breathe 21st century farming.

If you want to be part of a firm with more than a century of 
experience sharing the ambitions of farmers, landowners and 
agribusiness and you’re excited by what might lie ahead in the next 
100 years, we’d love to talk. 

For more information, visit our careers website at pkf-francisclarkcareers.co.uk 
or email careers@pkf-francisclark.co.uk 


