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In the winter edition of  
Farming Matters, I often take 
the opportunity to look back at 
the year that has gone and look 
forward to the year ahead and 
what a year 2020 has been.  

Welcome
Coronavirus has changed the world forever. 
Thankfully, for the most part, the agricultural sector 
has been less hard hit than some others. However, 
there is no doubt that the long-lasting ramifications on 
the wider economy will impact everyone and will take 
generations to fully recover from.

Hopefully the vaccines will be rolled out without delay, 
so that life can return to some sort of normality in 
2021. I think an important lesson I have learnt this 
year is not to take anything for granted! 

When thinking about topics for my opening comments 
here, it was scary to realise that the list I came up with 
was virtually identical to those I covered 12 months 
ago!  

Last year the farming community helped Boris win 
a landslide victory and the main challenge for the 
forthcoming year was to “get Brexit done” and, 
notwithstanding the pandemic, this still must be the 
most important issue we face as a country.

I thought 2020 should be used wisely to negotiate 
a favourable deal and even suggested then that 
crashing out of the EU without a deal was unlikely to 
happen, albeit recognising that 12 months was not 
very long to get a deal in place! 

As I write we now have less than six weeks to agree a 
Brexit deal and the likelihood of a no deal seems to be 
growing daily, a scenario that the NFU has said from 
the start would be catastrophic for the farming sector. 
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Frankly it would seem to be a flip of a coin whether a deal 
with the EU can be agreed and ratified in time.  

On this matter I must express concerns in relation to the 
comments made by George Eustice on the Andrew Marr 
Show recently. Having spoken to many farmers since, 
the suggestion that the issues of a no deal Brexit on the 
UK sheep sector can simply be dealt with by diversifying 
into beef did nothing to give them any confidence that the 
NFU’s stance is overly pessimistic.

If we end up with no-deal all I can say is that whatever the 
sector, hold onto your hats as it could be a bumpy ride!

I also considered wider global trade deals and the 
importance of not compromising our high standards in 
negotiations. I talked of the continued issues facing the 
sector regarding the availability of overseas labour and the 
need for a workable solution. Also, possible changes to 
inheritance tax and capital gains legislation and the need 
to consider your position as soon as possible. All of which 
are still high on the agenda.

Finally, I commented on the prospect of the Agricultural 
Bill returning to the table and what it was likely to mean 
in relation to future funding for the sector with the devil 
coming in the detail. 

The Agriculture Bill received royal assent on 11 November 
after more than 100 hours of parliamentary debate. 
The legislation sets out how farmers in England will be 
rewarded in the future with public money for ‘public 
goods’ which includes measures to improve air and water 
quality, enhance wildlife and soil health, reduce flooding 
and tackle the effects of climate change, under its flagship 
Environmental Land Management (ELM) scheme.

What is very clear is that the Bill will fundamentally change 
UK agriculture in the short and long term, and it is vital 
that the sector is able to face up to the challenges and 
grasp the opportunities that it presents.

We know that direct payments will be phased out, starting 
with the 2021 BPS year and running until the end of 2027. 
Farmers will need consider the impact on their business 
and adapt their approach accordingly, considering which 
component of the new ELM scheme might work best 
for their farm. More specific details in relation to this will 
follow over the next few months. As ever, we will keep you 
informed on how this will directly impact you and your 
business.

I suggested that the word for the agricultural sector for 
2020 would be ‘uncertainty’. Not surprisingly I was wrong, 
and the word of the year has been officially announced as 
‘lockdown’. 

Whilst the country seems to have stood still for 2020, I think 
that my word for the agricultural sector for 2021 is also 
going to be similar to last year – and that word is ‘change’.

There will undoubtedly be large and fundamental change 
for the sector that will need to be embraced, no matter 
what deals our Government can make with the EU or 
further afield.

With change there is undoubtedly anxiety, and it is 
important that the whole farming community do our best 
to look after each other in what could be challenging 
times. However, with change there are also opportunities 
and it is up to each of us individually to try and grasp 
them.

This may well require a new way of thinking and I have no 
doubt that the future of farming involves consideration of 
the environment, natural capital, the environmental costs 
and benefits of different farming systems, regenerative 
farming, sources of carbon sequestration and the 
commitment to be carbon neutral by 2050. All things 
to start thinking about in 2021, if you have not done so 
already.

I remain confident that farming and land ownership will 
play a significant positive role environmentally and in the 
long term the future for British Agriculture is bright. The 
main challenge could be getting to the long term!

Hopefully this edition of Farming Matters will give you 
some food for thought and as ever, if there is anything 
that we can assist with, please do not hesitate to contact 
either me or your local contact as listed on the back page.

I look forward to working with both current and future 
clients in the forthcoming year to ensure that you and 
your businesses are best placed to grasp the various 
opportunities that change presents.

Wishing you all a Merry Christmas and  
a Happy and prosperous New Year.

BRIAN HARVEY 
PARTNER 

brian.harvey@pkf-francisclark.co.uk



Developing into 
big trouble?

Building land:

Let’s not beat around the bush. If you are 
a farmer or landowner and you get the 
opportunity to sell land for development, 
then you are going to consider that a 
blessing and indeed it is.
However, with that opportunity comes a 
significant responsibility and there is 
also a significant risk that the windfall 
you initially imagined slips through 
your fingers, not least as a result of high 
levels of taxation.
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Inheritance tax considerations
Possibly the most important tax that should always be 
considered first is inheritance tax. If you have land with 
hope value, don’t assume that just because you farm it, 
including if you farm it in hand, that the land will be entirely 
free of inheritance tax.  

For example, if you farm as a partnership but the 
partnership itself doesn’t own the land, or if you farm as a 
company yet the land is owned by one of the individuals 
personally, at best you are likely to only get 50% business 
property relief (BPR) and in the case of companies, unless 
you control that company, you will get no BPR at all.

I mention the term BPR, but you may be thinking to 
yourself that’s OK, we still get Agricultural Property Relief 
(APR). Well yes you may, but the limitation of APR is that it 
only covers agricultural value of the asset in question.

Now ask yourself a question. If you owned development 
land that is subject to an active option or promotion 
agreement, would you sell that land to your neighbour for 
agricultural value? I suspect not! Therefore, you need to 
be concerned as to how the excess value or what is often 
called hope value will be taxed to inheritance tax if APR is 
not available. 

Tax on sale
The next question of course is how you are going to 
mitigate any tax when the land is eventually sold.  

There is often an automatic assumption that the sale of 
the land will be subject to capital gains tax (CGT) but 
occasionally this isn’t the case. Land sale contracts can 
be full of nuances and there can be circumstances that 
can result in the land sales at a profit being potentially 



How safe is that asset?
Moving away from tax, you need to always ask whether 
the security of the asset itself is robust. We always 
emphasise the need to identify exactly who owns the land 
and whether that land is appropriately dealt with in the 
relevant landowners’ wills. Without being cynical, there 
is often an increased opportunity for family members 
to become interested in land when they know there is 
significant uplift in value. That could expose uncertainty 
or ambiguity within partnership agreements and wills and 
could also expose the land to claim by unintended family 
members, divorcing spouses etc. Overcoming these 
risks might sound like insurmountable challenges, but 
the reality is all these matters can be easily dealt with by 
putting in place the appropriate paperwork.

Get the appropriate advice
What is the cost for all this advice when entering into land 
sale agreements? Who is going to pay for it? 
Whilst land agents are often understandably keen to get 
their own negotiation fee covered as part of the upfront 
payment in an option or promotion agreement, there is 
absolutely no reason why you shouldn’t also ask for a 
contribution towards appropriate tax and accountancy 
planning. That way the developer pays the cost of you 
getting in place the appropriate paperwork and even, like 
the agent’s fees, that cost might be deducted from the 
eventual sale proceeds, the advantage of not having to 
pay out up front together with the benefit that the advice 
should give you, should seem a pretty good deal!
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treated as a trading profit and therefore subject to income 
tax in the case of individuals. This is clearly something to 
be avoided bearing in mind income tax rates are currently 
higher than capital gains tax rates.

Contracts can also give the right to value in circumstances 
other than selling the land. For example, equalisation 
agreements where multiple landowners are involved in a 
phased development can mean that a farmer can receive 
money for not actually selling their own land at certain 
phases. The tax position here can be quite complicated, 
and it can also be quite devastating. For example, do 
you wish to retain the right to rollover the capital gain into 
replacement farmland if you are receiving money as part 
of an equalisation agreement?  Often the answer is no.

For more elderly landowners, another issue can be what 
they might do should they sell the land with the intention 
of rolling over, but fear that they may not survive long 
enough to complete the rollover. For example, an elderly 
farmer selling £1million of land of which most is capital 
gain, may risk paying 20% CGT on that sale which would 
be a loss of £200,000. In addition, with the net £800,000 
proceeds, should that same farmer die before he or she 
gets the chance to reinvest in replacement farmland, 
their estate would potentially pay a further 40% on that 
retained amount i.e. 40% of £800,000 or £320,000. In total 
therefore the individual together with the estate would 
have paid £520,000 of tax on the land sale of £1million.
That is an effective tax rate of 52%!

There are many moving parts to planning for development 
land sales and if any one of those parts fails, the outcome 
could be catastrophic. Therefore, early planning and 
robust advice is necessary to deal with what is often a 
once in a lifetime opportunity. Don’t let that opportunity 
slip through your fingers.

MIKE BUTLER 
PARTNER 

mike.butler@pkf-francisclark.co.uk



Inhertian 
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Which rate?

At the moment, CGT rates are at a historically low level. 
Gains on the sale of farmland for instance will be taxed at 
20% to the extent that you are a higher rate tax payer. As 
recently as 2008, capital gains were treated as if they were 
your highest slice of income and taxed accordingly at the 
income tax rate of 40%.

The report recommends aligning the CGT and income tax 
rates once again, which would more than double the tax 
due on the same transaction, given that we now have a 
top income tax rate of 45%.

In addition, the report also recommends reducing the 
number of CGT rates. For example, if you sell a piece of 
land the tax rate applicable to this could be 10%, 18%, 
20%, 28%, or even possibly 45%. As well as the use to 
which the land has been put, the rate will also depend 
on your income level in the year that you make a capital 
gain. The view is that simplifying the rates will reduce what 
HRMC see as avoidance.

Whatever is decided there is nothing in this report to 
suggest that CGT rates are likely to be going anywhere 
other than up. Should you be taking any action now?

Uplift on death

One recommendation which has been made previously 
in the context of inheritance tax is the removal of the CGT 
uplift on death. This is repeated in this report. Currently if 
you die holding an asset then the person who receives this 
on your death will receive it at its market value at that time. 

The report recommends that this uplift is removed where a 
relief such as business property relief (BPR) or agricultural 
property relief (APR) applies.   

If the asset remains in the family forever, then this would 
not be an issue. However, when it is sold, the gain will be 
much more significant because the only deduction will be 
for historic cost. 

In fact, the report goes even further and suggests that  
the uplift on death could be removed altogether with  
the person inheriting the asset acquiring it at its historic 
base cost. This could be combined with a rebasing of all 

assets or the extension of holdover relief to all assets. This 
would be a significant change and seems to fall outside of 
pure ‘simplification’.

This uplift on death is potentially very valuable for farmers 
and landowners who have historically inherited valuable 
assets where the availability of APR or BPR has meant that 
the asset has passed to the next generation without any 
CGT or inheritance tax (IHT) having been paid.  

Clearly any changes would have implications for the 
sector and as a result could see assets being relinquished 
to the next generation earlier, which might not be a bad 
thing. However, the clear implication is that if assets are 
subsequently sold more CGT will be payable.

Retirement

The report recommends that the relief previously known 
as entrepreneurs’ relief which relieves gains made when a 
business or part of a business is sold should be refocussed. 
Entrepreneurs’ relief has been continuously tinkered with 
since it was brought in in 2008 and the concern is that it 
doesn’t really help those that it should.

Conclusion

While this is only a report giving recommendations to the 
Government, it is clear that CGT will be in the Chancellor’s 
sight and as a result it is reasonable to assume that the 
rates of CGT are only likely to head up and that the removal 
of the CGT uplift will now be being seriously considered. 

Whilst you shouldn’t make any decisions based on this 
report alone, now may well be a suitable time to think 
carefully about tax planning and whether action should be 
taken to realise or gift assets to protect the family silver. 

The office of tax simplification (OTS) has recently released its first report on 
the possible simplification of capital gains tax (CGT). The report is 135 pages 
long and examines the policy and principles underpinning CGT. 

So why should this interest you? It makes some revolutionary 
recommendations that whilst are only recommendations, would certainly 
affect tax planning for farmers and landed estates in fundamental ways. The 
three most eye catching of these recommendations are examined below.

Capital gains tax reform 
- one step closer?

It is difficult to see a more favourable position for capital 
gains in the near future, so perhaps the time is to act now, 
as better the devil you know, than the devil you don’t!

JANE LOGAN 
DIRECTOR 

jane.logan@pkf-francisclark.co.uk
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To R&D or not to R&D?
That is the question
As a firm we are passionate about helping our 
clients which is why we must keep banging the 
drum about research and development (R&D) 
tax credits for our farming clients. Sadly, as this 
is a corporate tax relief, this is not available to 
partnerships and sole traders, but for limited 
companies this can provide valuable cashflow. 

In all our discussions with clients we know how innovative 
the industry is, in every sector and size of business. In 
the past six months we have seen increased interest from 
clients in exploring this relief and the sums of money 
involved is not inconsequential. In that time the claims 
we have submitted have been worth between £16,000 
to £70,000. If you are paying a considerable level of 
corporation tax you will reduce your liability, or you could 
go from having a liability to receiving cash back from 
HMRC (although at a slightly lower rate than a reduction in 
tax brings). Now that is a nice feeling!

The surprise for those clients who have spoken to us 
has been how broad the qualifying activity can be. As a 
good starting point, if you are doing something where the 
outcome is unknown, you could we be eligible to make a 
claim. 

Some examples of areas where we have made successful 
claims include crop rotation, companion planting, 
sustainable grass and silage production, feed trials, seed 
trials, antibiotic reduction, reducing tillage, bedding trials 
and reducing incidents of mastitis. These projects are of 
course of benefit to the business from a tax relief point of 
view but are also of real benefit to the farm business itself, 
improving efficiencies, reducing outgoings and improving 
the health and well-being of stock, soils and crops. 

PKF Francis Clark is one of the few firms in the South 
West that has its own specialist in house R&D tax team 
and of course we have been pro-active not only with our 
agricultural clients, but all our clients in the South West in 
pursuing R&D tax claims where possible.

For those of you that may been approached by external 
agencies or indeed introduced by your own accountant (if 
you are not one of our clients), it is important that you are 
confident that the tax claims being made are justified and 
defendable.

In a lot of circumstances, external agencies are 
remunerated based on a percentage of the tax they save 
or recover and therefore there may be scope for this to 
influence how aggressive the R&D tax claims are. The more 
tax that is saved, the more they may be paid.

If you have been drawn in by the promise of significant 
tax refunds but feel that perhaps your innovation is not 
proportionate to the magnitude of the tax claim being put 
in then you need to ask whether you are content to have 
made that a claim. It should be remembered that it is you 
as directors that have made the claim and not the external 
agency. 

For us the security of our clients’ affairs is paramount, and 
we absolutely pride ourselves on giving a pro-active service 
giving the best possible advice without exposing our clients 
to risk of unnecessary scrutiny from HMRC. 

JUSTIN GLIDDON 
DIRECTOR 

justin.gliddon@pkf-francisclark.co.uk

Our R&D team are happy to have a no-obligation fact 
finding chat with you to see if they believe there could 
be a claim to be had.

Contact your PKF Francis Clark adviser or Sarah Boyes 
at sarah.boyes@pkf-francisclark.co.uk to find out more.

So, what have you got to lose?



‘tis  
proper  
Devon  

cider
case  
study

Hunt’s Cider can be found nestled in the rolling hills 
of the South Devon countryside, with its 18 acres of 

apple trees and over 200 years of history. A family 
business in the truest sense of the word, it is now 

being run by 8th generation cider makers, brother 
and sister duo Richard and Annette Hunt (with  

some advice from their Dad along the way).
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The company was recently featured on BBC’s Countryfile 
to showcase the resurgence of cider making in the region. 
The business is going from strength to strength, producing 
half a million litres of cider each year which is worlds apart 
from when their Grandparents used to produce 9,000 litres 
annually and sell their cider from the kitchen window. 

The distribution model has also changed quite dramatically 
since then, now selling predominantly to pubs and retailers 
throughout the South West of England as well as to 
customers buying online and at their shop on site in Stoke 
Gabriel near the River Dart. 

Annette tells the story that neither she nor Richard really 
considered the family business when they were younger; 
both pursuing different careers before gravitating home. 
However, their early careers have helped them now they are 
running the family business. 

Richard started his career as a professional rugby player and 
this insight into team sports now helps with managing their 
team of staff. Annette studied food at university and then 
worked for Tesco’s head office and Samworth brothers, as 
well as working on a cattle station in Australia for two years.

Annette explains that when she first started working in the 
business, she used her retail experience concentrating on 
getting their products into retail units as whilst pubs are more 
profitable, they do come hand in hand with more complex 
arrangements. Having the retail units in place has also been 
a lifeline to the business throughout 2020.

Whilst Covid has had a certain impact, they have been 
luckier than some. Annette comments: 

“The pubs having to shut was a massive thing for 
us but we have been incredibly lucky that local 
people got behind us having home deliveries 
which definitely kept the show on the road. “
“What’s more, now the pubs have reopened, the same 
customers have gone into the local pubs and told them 
that they should stock our cider as they have enjoyed it 
throughout lockdown. That gives us the leverage to go into 
more places and follow up the leads so that has definitely 
been a positive from it. We are slightly down on sales but not 
by much so we’re feeling very grateful.”

When asked what their biggest challenge has been, Annette 
replies: “Growing pains. To have grown the business to 
the scale that we have done has been hard – from the tank 
space, the kit to do the job and having staff that we now 
employ – it all comes with a rapidly growing business. They 
are nice problems to have but that’s where we are”.

The business has recently built a new cider barn which  
holds up to 1 million litres so there’s plenty of space for  
their operation to grow.

It is very much a family business but the operation and 
day to day running is left to Annette and Richard, with their 
parents offering advice from their experience every now and 
again but it’s down to the two siblings to decide if they take 
the advice or not.

To be able to make sure that they are running and growing 
their business in the best way financially, they now work 
with regional accountancy and business advisory firm PKF 
Francis Clark. 

Richard and Annette decided to start working with them 
having seen the help and advice that their parents were 
receiving from the accountancy firm. Of the move, Annette 
comments: “We chose to work with PKF Francis Clark as 
we saw them as being more polished and contemporary. 
It’s been brilliant - because they know our business, they 
come to us if they think we could benefit from something. It’s 
having someone who is proactive and who is looking out for 
us as well as us going to them for things we would like.” 

Andrew Squires, partner at PKF Francis Clark added: “It’s 
been great working with the Hunt family to support them 
and help them grow their business. They are a hard-working 
family and a classic example of clients who require a holistic 
approach from us. We interpret financial information to 
advise not only on tax but on more general commercial 
matters too; decisions made now have an impact over many 
years to come and are key to maintaining the cider making 
business through future generations. 

Their reputation and reach regionally continues 
to grow and I like many others I know, am always 
delighted to purchase excellent cider made 
locally as so much of what’s offered often comes 
from so far away”.
So what’s in the future for Hunt’s Cider? Cider can be a 
seasonal product but they are soon to launch some winter 
lines which is exciting for the business. Annette also explains 
that they would like to be a tourist destination, as well as 
increasing the distribution of their product to more pubs and 
restaurant. 
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For many farms, Bovine TB is something that is 
still present in everyday lives. Whilst the amount of 
compensation from DEFRA for just one or two animals 
may not be significant, if the very worst happens 
and the whole herd (or a large proportion of it) is 
taken down it could be. This abnormal profit on your 
livestock account can consequently give rise to a large 
tax liability.

HMRC recognises that you wouldn't ordinarily expect 
to sell all these animals in one go and therefore any 
profits made on these animals can be deferred over 
the next three tax years in what is known as ‘spreading 
relief’. Below is a straightforward example of how 
spreading relief might work.

It is important to remember however, that spreading relief 
can only reduce the taxable profit for the year in which the 
animals are slaughtered and it cannot create or increase a 
loss.

Be aware when farming in a partnership, it is just your 
personal share of the profit which can be deferred, and 
it should be requested by that individual partner. This 
deferral decision is similar to farmers’ averaging claims 
that can be made over two or five years. 

The relief is restricted to exclude animals in which a 
herd basis election has been or could be made. Broadly 
speaking, a herd basis election allows you to ask HMRC 
that your animals kept for producing produce, rather than 
kept primarily for resale, so they are treated like capital 
assets instead of ‘normal’ trading stock.  

The main benefit of the election is where the whole herd, 
or a substantial part of the herd, is sold and not replaced, 
the resulting profit is not taxable. Furthermore, the cost 
of maintaining the herd is tax deductible. However, also 
be aware that any losses made from herd disposals are 
fortunately exempt from tax relief.

There are various scenarios and time limits in which a herd 
basis election can be made so please do get in touch with 
us and tell us about your herd so we can give you the right 
advice.  
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Example
30 animals were taken for compulsory TB slaughter  
on 1 November 2020 and DEFRA compensation has  
been received.  

• Compensation received = £27,000 (30 x £900) 
• Estimated cost = £18,000 (30 x £600)
• Profit = £9,000 

Rather than the full £9,000 being subject to income tax in 
2020/21, you can choose to defer your profit into each of 
the following three tax years being; 2021/22, 2022/23 and 
2023/24. In this example each of your future year’s profits 
are increased by £3,000.

Compensation  
for TB losses

ADAM WADDLE 
SENIOR MANAGER 

adam.waddle@pkf-francisclark.co.uk



Retirement and providing  
a legacy for your children
The day to day demands of running a farming business 
can lead to a head down and plough on through 
the work mind set. Dealing with the here and now 
can consume most of your time and energy leaving 
little opportunity to consider planning for your own 
retirement and the succession of the farm. 

Setting time aside with professional advisers such 
as your accountant and financial planner can provide 
some space to consider your long-term plans. The 
phrase ‘asset rich and cash poor’ can often be heard 
in relation to farming businesses and two common 
challenges are facilitating retirement, or more likely 
semi-retirement, as well as considering succession 
planning especially if not all beneficiaries work in the 
farming business. 

Retirement planning - look at your pension 

Looking at retirement planning first, many business owners 
plan to sell their business to realise a capital sum at the 
point of retirement. This is not generally the position for 
farming businesses and provision of capital to the retiring 
generation at the right time can allow the next generation to 
take over the running of the farm without restriction. 

One of the most tax-efficient methods of building 
up an asset independent of the farming business is 
through contributions to a pension plan. With pension 
contributions attracting income tax relief or corporation 
tax relief (depending on whether you are a Partnership 
or Limited Company), the tax benefits can be significant. 
Typically, 25% of the fund is available as tax free cash 
from age 55 and the residual fund is used to provide 
income, taxed at your marginal rate. The additional 
flexibility brought in by the pension freedom rules in the 
past few years has further enhanced the attractiveness of 
paying into pensions and residual funds on death can now 
be passed to beneficiaries inheritance tax (IHT) free.

The key to building a significant retirement fund is to start 
making regular pension contributions as early as possible 
as these will benefit from pound cost averaging and 
compounded returns. 

You can invest in many different types of underlying assets 
in a pension plan. Many farmers like to invest in tangible 
assets like agricultural land and/or commercial property 
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through a Self-Invested Personal Pension Plan (SIPP) or 
Small Self-Administered Scheme (SSAS). Rent generated 
by these investments is then tax-efficiently recycled back 
into your pension plan for your long-term benefit. 

Providing a legacy - look at ISAs and life assurance

Turning to longer term succession planning, it can often 
be a challenge for farm owners to provide a legacy for 
children not directly involved in the farm. Making provision 
for non-farming beneficiaries can prove challenging if the 
bulk of your estate is tied up in land and property linked to 
the farm. Building a personal pension fund outside of the 
farm can help provide an income for the retiree and an IHT 
free legacy for beneficiaries who do not inherit the farm. 

A further consideration alongside pension contributions 
should be building a tax-efficient ISA portfolio. Although 
ISA contributions do not attract tax-relief, they are fully 
tax free in regard to withdrawals of capital and/or income 
in the future and any residual fund on death can be left to 
beneficiaries as a legacy, albeit potentially subject to IHT. 

If building a lump sum legacy is not achievable by 
contributions to a personal pension fund or an ISA, the 
provision of life assurance through a Whole of Life policy, 
placed in trust, can deliver a specified legacy on death to 
beneficiaries free of IHT.

Investing a little time now to lay the foundations for the 
future can ensure a smooth, stress free and financially 
secure transition of the farming business from one 
generation to the other. 

At PKF Francis Clark, our accountants and financial 
planners work together to provide you with joined 
up advice enabling you to achieve your long-term 
objectives. 

JAMES PHILLIPS 
CHARTERED FINANCAL PLANNER 

james.phillips@pkf-francisclark.co.uk



In a recent survey of new clients joining PKF Francis 
Clark in the last 12 months, we have been surprised 
to find that a significant proportion of farmers do not 
have a Will in place.

Furthermore, of those that do, most have identified 
that their Will is out of date and that should they die 
now, the wishes they hold today are unlikely to be 
fulfilled.  

In the same survey, of those partnerships that have 
recently joined us, only a minority had a partnership 
agreement in place and again, many of those that did, 
did not necessarily understand what the agreement 
said but did say that the agreement was probably well 
out of date.

So, what’s the lesson here?
Well the lesson is quite simple. You spend a lifetime 
working hard to grow your asset base and you have also 
taken on the responsibility from your parents and your 
forefathers to preserve the farming business for the future 
generation.

Succession is often very much at the forefront of our 
farming clients’ minds and yet the one thing that they 
should be doing to best protect that aspiration, they don’t 
do. Making sure that the appropriate paperwork is in 
place.

We know that dealing with paperwork is a chore and 
you may think that trying to deal with it is either too 
complicated or even if it can be dealt with, all you will 
do is end up with large bills from your accountant and 
solicitor.  

One thing is for sure, the cost of getting these things 
wrong and the cost of dealing with most unsavoury issues 
such as family disputes (explored later in this newsletter) 
or contested Wills can be catastrophic both in financial 
terms and emotional distress.
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Getting the paperwork in place is not  
difficult or costly with the support of good 
advice
The route to getting your documents up to date including 
your Wills, your partnership agreements and your 
shareholders deeds is not complicated. What is more 
challenging is for you to decide what you want to do with 
your assets. Importantly you should consider discussing 
these wishes with the family as it is often better that 
everyone has a clear understanding of what is going to 
happen with assets and what is going to happen with the 
business as and when people either step back or sadly 
pass on. 

Once you have decided as a collective what should happen, 
the paperwork can be relatively straightforward. Therefore, 
the responsibility is on you.

Of course, you will also want to pay the minimum amount 
of tax when passing assets on and we know there is 
likely to be a push by future governments to increase tax 
charges across the board. This could include increased 
inheritance tax levies and capital gains tax levies. Whilst 
we should not crystal ball gaze as certain things may not 
actually happen, what we can do is explain the tax reliefs 
available today and how you might take advantage of 
them now in anticipation that some of those reliefs may 
well become more restricted in the future.

You may not be a PKF Francis Clark client at the moment, 
or indeed you may have been with the firm for many 
years. Either way, making sure the paperwork is in order is 
critical and as we have passed what has been a busy and 
challenging spring, summer and autumn, perhaps now is 
the time to reflect and deal with these matters.

Pick up the phone and speak with the partner who deals 
with your affairs and if you are not a client, feel free to 
call your local agricultural partner who will be more than 
happy to speak to you in confidence and without charge 
about how we can help you here and indeed with any 
matter.  

If you are happy, and subject to social distancing and 
Government guidelines, we are happy to visit you on the 
farm as discussing these things cannot easily be dealt with 
by way of a Zoom call! Whilst everyone’s health remains 
our greatest priority, we also don’t want you to be worried 
about asking for a face to face meeting as often we can 
find straightforward solutions.

MIKE BUTLER 
PARTNER 

mike.butler@pkf-francisclark.co.uk

JAMES ENGLAND 
MANAGER 

james.england@pkf-francisclark.co.uk
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Family dynamics 
resolving family disputes
There are many benefits of family owned farms, but 
sometimes there can be tensions and disputes amongst 
family owners which could have an adverse impact on the 
business.   

Each family member will have their own opinions, ideas 
and visions about how the business should be run but this 
can lead to conflict when these do not align.

Conflict can arise in several situations; some common 
examples are:

•  Sibling rivalry where they may be battling for control or 
one feels they contribute more to the business than the 
other

•  Tensions between generations where the younger 
generation want to make changes to well established 
practices within the business or parents are unwilling to 
relinquish control to their children

•  Lack of money, profit or success of different areas run by 
family members

The list goes on but the important thing is how to resolve 
these disputes so the business can flourish and provide all 
family members with the lifestyle they desire.

Steps to resolving disputes:

 The first thing is to get family members to realise that 
they are running a business and therefore they need 
to take time to plan for the future. There needs to 
be clear roles and responsibilities, budgets and it’s 
crucial to deal with conflict professionally as it arises.

Monthly/quarterly meeting times need to be agreed 
and all family members and key staff should attend. 
These should be held at a mutual location, there 
should be an agenda, minutes taken, and action 
points noted. All family members should have the 
opportunity to give input.

Every family member should be assigned a role within 
the business in the same way that external employees 
are. If each family member knows their clear roles and 
responsibilities on the farm this will ensure that the 
farm’s aims are achieved. Roles should be matched to 
individuals’ aspirations within the business which will 
drive efficient productivity.

It is important that professionals are called in to help 
when needed. Having the view of your accountant, 
solicitor, banker, farm consultant or land agent could 
provide valuable insight when required. They will help 
provide an accurate picture of the current position and 
performance, helping to steer the family in a profitable 
direction.

Calling in an independent chairman or facilitator for 
meetings, particularly where difficult discussions are 
due to take place, is very beneficial. This person must 
have the respect of all family members and have the 
required skills to promote compromise or agreement. 
They will not decide the matters for the family 
members but will make suggestions or challenge 
assumptions so that plans are workable, robust and 
mutually satisfactory.

Engaging professionals or facilitators may come at a cost, 
but their involvement will hopefully result in swift resolution 
of issues and therefore saving what could be huge 
costs to the family in the long run and most importantly 
preventing family break-ups.
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SONIA FISHER 
PARTNER 

sonia.fisher@pkf-francisclark.co.uk
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1.  Capital allowances - Annual Investment 
Allowance (AIA)

The £1m allowance has been extended for another year, 
which is welcome news but from 1 January 2022 this will 
be reducing to £200,000. Therefore, if you are planning 
on replacing any machinery the timing of the purchase 
(as well as when it is on farm and ready to use) is still 
important.

For example, if you have a 31 March year end; £750,000 
of AIA will be available for the nine months ended 31 
December 2021 but then only £50,000 in the three month 
period ended 31 March 2022.

Obviously, there is now less urgency to make purchases 
by the end of December 2020 but perhaps the allowance 
would also be better used later on in 2021 if tax rates are 
set to rise from April?

2. Repaying overdrawn directors’ loan accounts
If you have borrowed money from your company and 
the company has paid s455 tax in the past, the timing of 
when you repay the loan is very important. When the/a 
part of the loan is repaid an application can be made to 
HMRC in order to receive the s455 monies back. The due 
date for repayment is nine months and one day after the 
accounting period during which the loan is repaid.

Therefore, repaying the loan just one day after the year-
end delays the refund by 12 months.

The 5 April 2021 might feel a long way off, but from experience it always 
arrives incredibly quickly! There are some fundamentals that should be 
considered when you are thinking about your year-end tax planning.

Back to basicsYear-end tax planning

3. 2020/21 dividends
The dividend allowance for this tax year is £2,000. If your 
company has sufficient distributable reserves it is good 
practice to consider profit extraction by way of dividends. 
The first £2,000 is tax free with anything in excess being 
taxed at 7.5% (basic rate), 32.5% (higher rate), or 38.1% 
(additional rate).

4. Transfers between spouses
Transfers of capital assets between spouses prior to 
disposal so that both annual exemptions can be fully 
utilised. Please note that for income generating assets 
there is anti-avoidance legislation in place so do seek 
advice in the first instance. 

5. Pension contributions
Income tax relief can be claimed when contributions are 
made into personal pension schemes. Note that there are 
annual and lifetime allowances that can restrict the relief 
available.

The points raised above are applicable to most of our 
clients. Please do speak to your contact at PKF Francis 
Clark for specific advice for your individual requirements.

DAWN PEATTIE 
DIRECTOR 

dawn.peattie@pkf-francisclark.co.uk
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