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regular news from our specialist agriculture team

The Farming Scotland Conference aims to bring 
together like minded, progressive businesses 
from throughout the Scottish agricultural 
industry to listen to and promote discussion and 
debate on issues which affect the industry here 
and throughout the world.

Our next annual conference, which will in fact 
be our thirteenth, will take place on Thursday,  
4 February 2016 at Carnoustie Golf Hotel, 
Angus. We are delighted to have secured four 
excellent speakers, each of whom will bring 
their views and expertise to our conference from 
their perspective as “Partners in farming’.

Terry A’Hearn is Chief Executive of SEPA. He has 
over twenty years experience working in the 
environment profession, including senior roles 
in his native Australia, London and Northern 
Ireland before joining SEPA in February 2015.

Jack Watts is Lead Analyst, Market Intelligence 
in Cereals and Oilseeds with AHDB. A farmer’s 
son from Devon, Jack has almost ten years 
experience in analysing grain marketing 

strategies and has a particular interest in 
managing volatility across agriculture.

Shaun Groom is General Manager of Alios 
Pottinger UK Ltd, the family owned Austrian 
supplier of grassland and tillage equipment. 
Shaun has spent most of his adult life with 
leading agriculture machinery suppliers and is 
a respected source of knowledge in modern 
mechanised agricultural equipment and systems.

Robert Graham is Managing Director of 
Graham’s The Family Dairy, his family having 
farmed for five generations. The Graham 
family are committed to the highest quality of 
dairy production and the company has firmly 
established itself as Scotland’s top dairy brand 
and is now ranked number three overall out of 
top Scottish brands.

Bookings can be made by contacting  
Mary Campbell on 01307 474274 or  
mar y.campbell@eqaccountants .co.uk . 
Delegate places cost £70 (inc. VAT) and places 
are limited so early booking is recommended. 

Farming Scotland Conference - 4 February 2016



Farming businesses are experiencing difficult 
trading conditions at present due to a variety of 
factors, including commodity oversupply, the 
strength of Sterling against the Euro and reduced 
support payments under the new BPS. Many 
businesses will either be breaking even or making a 
loss. Whilst this is in no way desirable it does present 
us with the opportunity to secure significant tax 
repayments on behalf of our clients through some 
basic tax planning.

This includes:

Farmers averaging
This allows us to average farming profits over two 
tax years enabling a greater proportion of your 
income to be either covered by your personal 
allowance or fall into lower rate tax bands.  
If you have traded profitably in recent years then 
a proportion of those historic profits can now be 
taxed at lower rates, securing a repayment of tax.

Loss offset against other income
If your business has made a trading loss then this 

can be offset against other income in either the 
current or previous tax year. It is therefore possible 
to secure a repayment of tax deducted at source 
on other sources of income such as employment or 
pension income.

Loss offset against capital gains
Once losses have been used against any other 
income, any remaining trading losses can be 
offset against capital gains in either the current or 
previous tax year, thereby reducing exposure to tax. 
For example, if you sold a development plot last 
year and paid Capital Gains Tax (CGT) on the gains 
then it may be possible to secure a refund of CGT  
if a loss was made in the current year.

We have been securing very significant tax 
repayments for our clients over recent months 
through such planning. In the right circumstances 
the tax refunds can be very significant and give  
a much needed boost to cash flow. 

If your own accountant is not discussing these 
issues with you then come and speak to EQ.

agriculture news

At the time of going to print in early December 
we still do not have certainty in relation to 
Basic Payment Scheme (BPS) rates in Scotland. 
Anecdotally we hear of client businesses which 
have still not been able to agree the payment 
region classification their holdings fall into.

The Scottish Government have promised, however, 
that payments will start to be made to Scottish 
farmers by the end of December, with “the 
majority of farmers” receiving a first instalment of 
at least 70% of their annual payment by the end 
of January. All first instalments are expected to be 
paid by the end of March.

The balancing payments are due to be settled  
in April.

Farming businesses are advised to consider 
cash flow carefully over the coming months,  
as later and potentially lower subsidy payments, 
combined with low returns from poor  
commodity prices, will put many businesses 
under pressure.

Speak to your usual EQ contact about assistance 
with budgeting and projections and keep your 
bank informed if existing banking facilities need 
to be re-visited.

Basic Payment Scheme

Back to basics  
for tax planning



Strengths Weaknesses

• Technically efficient

• Unsupported

• Consumer focused

• Dominated by large scale professional producers

• Reliant on a small number of processors/buyers
• High capital start up cost
• End buyer often supplies feed giving them power 

to control margins earned

Opportunities Threats

• Current low grain price

• Supportive long term consumption trends

• Very price competitive against other protein 
sources

• Development of niche brands

• Concern over animal welfare

• Rise in feed prices

• Unexpected processor closures or changing 
requirements

Sector focus – poultry

call our agriculture specialists

The June Census figures for Scotland, published 
in October, showed contrasting fortunes for 
Scotland’s poultry sector. The laying flock of hens 
showed an increase of 14.3% to stand at 4.370m, 
the highest level seen over the past decade.  
In contrast, the number of broilers declined by 
27.4% on the previous year to stand at 5.670m, 
the lowest level seen in the past ten years.

Anecdotally this would support what we at  
EQ are seeing on the ground, with egg production 
expanding as farmers seek to diversify into  
new enterprises, while those in the broiler 
sector have been hit by disruption in the onward 
processing sector.

Poultry is a dynamic sector. Traditionally 
unsupported, producers have been keen to 
embrace new technology and squeeze out 
further technical efficiencies wherever possible. 

Why do you do what you do? This may seem 
like a silly question, but nevertheless it is worth 
asking from time to time. The mix of enterprises 
found on farms will often be there for a variety 
of reasons, including suitability for the farm, 
tradition, spreading risk and workload, rotational 
considerations, or it may be that the farmer has 
a particular interest in the enterprise. Compliance 
with greening requirements also now plays  
a part. Economics is often well down the list  
of considerations.

With farm profitability under pressure it is more 
important than ever that farming businesses 

are not carrying any “passengers”. Farmers 
should be analysing their profitability in greater  
detail to assess the contribution to profit at 
enterprise level. 

Returns will of course vary from year to year 
depending on market conditions and weather 
and we would not recommend major change 
on the basis of one bad year. However, if over 
a three to five year period an enterprise is not 
making any meaningful economic return then 
you have to question the rationale behind it. Is 
it still worth its place in the mix? What can you 
replace it with that is more profitable?

Management matters - Getting the enterprise mix right
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• The exchange rate for the 2015 basic payment 
has been fixed at €1:£0.73129, compared 
to a rate of €1:£0.7773 in 2014, a reduction 
of 5.9%. The rate only applies to those who 
elected to receive their payment in GBP.

• The Scottish Government published updated 
greening guidance for 2016 in October. Refer 
to www.ruralpayments.org for more details.

• Scotland’s share of the EU dairy aid package 
has been confirmed at £2.3m out of a total 
UK aid package of £26.2m. Payments are 
expected to be made in December based on 
2014/15 production and the average payment 
in Scotland is expected to amount to £2,500 
per herd.

Support news in brief

It is almost two years since new legislation was 
introduced to prevent what HMRC regard as excess 
profits being allocated to a corporate partner 
within a trading partnership. The legislation was 
brought forward because the authorities believed 
that a partnership structure which included  
a corporate partner was a form of tax avoidance,  
if profits, which would otherwise have been 
taxable on the individuals, were allocated to the 
corporate partner and taxed at a lower rate.

A further change to the tax position for corporate 
partners came in March 2015 when it was 
announced that their participation in a trading 
partnership would no longer be sufficient for 
them to qualify for Entrepreneurs Relief (ER) for 
capital gains tax purposes.

How have we dealt with these changes?
Low profitability in farming over the past couple 
of years has bought businesses some time, as 
profits have not been sufficient to worry about 
the level to be allocated to the corporate partner.

Incorporation of the farming business or a 
particular part of it has been possible in some 

cases. Where the company is the entity which is 
undertaking the trading activity, it will be taxed 
on its profits and the individuals will be taxed on 
the remuneration they draw from it. A company 
which is trading will also continue to attract ER 
on a sale or winding up.

Where an existing partnership structure which 
includes a corporate partner has continued we 
have looked closely at how much profit the 
corporate partner can be justifiably allocated. 
The allocation will depend on the corporate 
partner’s contribution to the partnership, both in 
terms of capital and resources, but the amount 
which can be justified can often be higher than 
was initially thought when the new legislation 
was announced.

The issue of corporate partners has not gone 
away and each partnership with one should be 
reviewed. We continue to look at each case on its 
merits and make recommendations for the future 
structure of the farming business. Please contact 
us if you would like to discuss the structure of 
your farming business.

Corporate partners - where are we now?




