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Welcome to the first edition of 
Agricultural Spotlight for the new 
year. Despite such hope for an 
improvement on previous years, 
it has been a tumultuous start to 
2014 with many areas suffering 
significant flooding. All those in 
the agriculture sector are looking 
to the future with a renewed 
sense of optimism. 

WELCOME
We hope that you find the following articles 
informative and give you something to think 
about in your business plans.



TIMING IS EVERYTHING –  
A REDUCTION IN 100% TAX RELIEF FOR 
PLANT & MACHINERY

Since 1st January 2013, the Annual 
Investment Allowance (AIA), or the 
amount at which 100% tax relief is given 

for plant and machinery additions in a 12 month 
period, has been £250,000 per annum. This 
generous extension was only to last 2 years, so 
subject to any announcements in the upcoming 
budget, the relief will revert back to only 
£25,000 on 1st January 2015.

This must be taken into consideration in the 
timing of any future machinery purchases. 
Significant amounts of tax could be saved 
simply by changing the day you make that  
big purchase.
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Example One
A farming partnership with a year end  
of 31st December 2014 is to spend 
£60,000 on a new tractor and has already 
spent £50,000 on other machinery already 
in the year. So what difference will the 
timing make?

  The tractor is purchased before  
31st December 2014

  The full £60,000 spend qualifies for 
100% AIA relief as the total spend in the 
year is £110,000, less than the AIA limit 
of £250,000.

  The tractor is bought after  
1st January 2015

  The tractor falls into the new year 
but only partially covered by the new 
£25,000 limit. So £25,000 will get 100% 
relief and the remaining £35,000 will 
only get 18% relief. Whatever does 
not get full relief is carried forward to 
receive 18% relief annually. Crucially, 
any further asset purchases in 2015 will 
only get 18% relief for that year.

So in tax terms, buying a £60,000 tractor 
later could mean an increase in tax of up to 
£5,740 for companies, or over £12,000 for 
partnerships or self employed farmers.

What if your year end is different? There  
are rules to calculating the entitlement to 
 the AIA for business periods which straddle 
1st January 2015. We will not cover the  
rules here as they are particularly 
complicated, however please see the 
following example which shows that timing 
can be even more crucial.

Example Two
A farming partnership with a year end of 
31st March 2015 is to spend £60,000 on 
a new tractor and has not made any other 
significant machinery purchases. 

  The tractor is purchased  
before 31st December 2014

  The full £60,000 spend qualifies for 
100% AIA relief as the total spend in  
the year is £110,000, less than the 
adjusted AIA limit of £194,250.

  The tractor is bought after  
1st January 2015

  The AIA for the period 1st January  
to 31st March 2015 is dramatically 
reduced to £6,164, so only this  
amount gets 100% relief. The  
remaining £53,836 gets an allowance  
of 18% in the year of purchase.

In tax terms, this could mean an increased  
tax bill of over £8,800 for companies or  
over £18,500 for partnerships or self 
employed farmers.

Remember that these limits are for the 
total spend in any year so even if a number 
of purchases are expected, it is always 
important to keep your accountant informed. 
With the right information to hand, business 
owners could be saving significant amounts 
of tax and boosting their cash flow prospects 
in the process.

Do you know what qualifies as plant 
and machinery? Do you need advice on 
when to make those large purchases for 
your business? To ensure you maximise 
your tax savings, please give Whitley 
Stimpson a call.
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RPA UPDATE 

The Rural Payments Agency (RPA) has 
exceeded its latest domestic Single 
Payment Scheme (SPS) targets more 

than two months early.

The Agency has now paid £1.61billion to 
more than 100,650 English farmers and has 
exceeded targets to pay more than 97% of 
those eligible and 97% of the fund value by 
31st March. This is its best ever performance 
and also means that it has exceeded the 
benchmark set by the EU five months early.

RPA Chief Executive Mark Grimshaw said: 
“We have exceeded the impressive figures 
we produced last year and have set even 
higher standards with another exceptional 
performance. While this is great news for the 
Agency, it is also excellent news for the vast 
majority of English farmers and producers 
who have received these vital funds earlier 
than ever before. These results clearly 
demonstrate our commitment to deliver a 
first-class service to our customers.”

The Agency’s commitment in its Business 
Plan 2013-14 was to pay 86% of payments by 
value and 93% of customers by number by 
31st December 2013.

This first target was more than met on the first 
banking day (2nd December) when 89.3% of 
the estimated fund value was paid out, and  
the second target was achieved within the  
first week of December, three weeks ahead  
of schedule.

The Agency achieved its end of March targets 
in January. Its target to pay 97% of customers 
by 31st March was met on January 19th, and its 
target to pay 97% of the estimated fund value 
was met two days later. The EU benchmark is 
to pay more than 95.2% of the scheme fund 
value estimate by the end of June.
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Since the time of writing our last issue, 
the Chancellor delivered his Autumn 
Statement setting out the Coalition’s 

economic plans for the next year. We outline 
below the crucial changes that may affect 
those in the agricultural sector.

Income Tax and National Insurance
  The personal allowance for individuals 

born after 5th April 1948 will increase to 
£10,000 from 6th April 2014. This means 
that you will not need to pay tax on the 
first £10,000 of your income, however if 
your income exceeds £100,000 this will 
gradually be reduced to nil.

  The upper limit for the basic rate band will 
fall to £31,865 from 6th April 2014. This 
is the amount of income which will be 
subject to tax at 20% only. 

  Income between £31,865 and £150,000 
will continue to be taxed at 40%.

  From April 2015, a spouse or civil partner 
will be entitled to transfer up to £1,000 
of their personal allowance to their 
spouse or civil partner. This will only 
apply where the transferor is not liable to 
income tax or not liable above the basic 
rate (20%) for a tax year, and provided 
the recipient of the transfer is not liable 
to income tax above the basic rate.

  For 2014/15 there are no changes to the 
percentage rate of contribution for Class 
4 NICs which self employed individuals 
pay on the their business profits, 
however the Class 4 Upper Profits Limit 
for NICs falls to £41,865. This means 
that on self employment profits between 
£7,956 and £41,865 Class 4 NIC is 
payable at 9% and any profits  
exceeding this are subject to  
NIC at 2%.

THE AUTUMN STATEMENT
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Employers
  From 6th April 2015 employers will no longer 

be required to pay Class 1 secondary NICs 
at 13.8% on earnings paid up to the Upper 
Earnings Limit (£41,865) to any employee 
under the age of 21.

  Further to this, the new Employment 
Allowance will come into effect from 
6th April 2014. This will allow employer 
to deduct £2,000 from their employer’s 
National Insurance bill.

Capital Gains Tax
  From 6th April 2014, the Annual Exemption 

will rise to £11,000 and to £11,100 from 6th 
April 2015. The Annual Exemption is the 
amount of capital gains arising in any tax year 
which is exempt from Capital Gains Tax.

  There has been a significant change to 
Principal Private Residence Relief. This 
relief is given on any gains arising when an 
individual sells a property which was once 
their private residence and is given at 100% 
according to the period of time that the 
owner occupied the property. 

In calculating the relief, the current rules say 
that the last 3 years of ownership count as 
owner occupied. For example, an individual 
owns a property for 10 years before selling 
it, but he only lived in it for the first 5 years. 
The current rules say that he ‘occupied’ the 
property for the first 5 years plus the last 3 
years, so he will get 100% relief for 8 years  
out of the 10 years of ownership.

However the new rules will reduce this period 
to the last 18 months for sales of property after 
5th April 2014. Where a large gain is expected, 
this could mean a significant amount of Capital 
Gains Tax. In the example above, 100% relief 
will only be received for 6 years out of the 10 
years of ownership.

It is expected that if contracts are exchanged 
before 6th April 2014 then the old rules will still 
apply even if the sale completes after this date.

Fuel Duty
  The fuel duty increase planned for 

September 2014, expected to be worth 
1.61p per litre, is to be cancelled. It will 
remain frozen for the remainder of this 
Parliament. The government estimates that 
this will result in prices being 20p per litre 
less than they would have been by the end 
of this Parliament if they had continued with 
the fuel duty rises.

ISAs
  The ISA, Junior ISA and Child Trust Fund 

annual limits will increase in line with CPI. 
The 2014/15 ISA limit will be £11,880 (50% 
of which can be saved in cash) and the 
2014/15 Junior ISA and Child Trust Fund 
limits will both increase to £3,840.

These announcements are set to be 
confirmed in the 2014 Budget on 19th 
March 2014 and will be covered in our 
next edition. Should you want to discuss 
how these recent announcements will 
affect your business, please contact us  
at Whitley Stimpson.
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In the last edition we discussed DEFRA’s  
Farm Business Income figures for 2012/13 
which were released in October 2013. In 
January of this year, DEFRA released their 
forecast figures for 2013/14, which include  
the 2013 harvest and include the 2013 rate  
of Single Farm Payment. 

As a reminder, Farm Business Income 
effectively refers to a farm’s net profit as 
shown on an accountant’s profit and  
loss report.

DEFRA’s published findings were as follows:

  Average Farm Business Income is expected 
to be higher across all the livestock farm 
types in 2013/14 due to an increase in 
the value of output from the livestock 
enterprises. However there is still likely to 

be a negative impact in terms of additional 
costs and a fall in productivity from the cold 
and late spring of 2013.

  For the cropping sector the knock on effect 
of the wet autumn of 2012 will still influence 
profitability in 2013/14 due to a greater 
proportion of lower yielding spring crops 
harvested in 2013. Although 2013 harvest 
yields were higher than those of 2012, the 
average wheat and oilseed rape yield was 
still below that of earlier years. In addition 
many crop output prices fell as supplies 
increased onto weakening global markets.

  The single payment for 2013 was around 
2.5% higher than the previous year.

WEATHER HITS FARM 
INCOMES IN 2013/14
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In 2013/14, average Farm Business Income 
is expected to fall by 28% on cereal farms 
and by 8% on general cropping farms. This 
is the result of the wet conditions in 2012 
which prevented the drilling of autumn crops 
and led to an increase in lower yielding spring 
sown crops for the 2013 harvest. In addition, 
as global commodity supplies recovered due 
to record harvests around the world, cereal 
and oilseed rape prices fell, meaning that total 
output for these farms was substantially lower 
than the previous year. On general cropping 
farms this fall was partially offset by potato 
and sugar beet enterprises which achieved 
higher yields and subsequently higher output 
than the previous year, despite a fall in potato 
prices. Input costs are also expected to fall on 
cropping farms, but only slightly, due to the 
lower requirements of spring crops and the 
easing of prices for some key inputs such as 
fuel and fertiliser.

Average incomes are expected to almost 
double on dairy farms in 2013/14 to £101,000. 
This reverses the trend seen in 2012/13 when 
average incomes fell on dairy farms by 40%. 
The increased income shown here is primarily 
driven by higher milk prices which have risen 
by around 14% compared to the previous 
year. Input costs are also expected to increase, 
particularly for feed as the late cold spring of 
2013 delayed turnout and increased purchased 
feed requirements. The higher milk prices are 
also likely to have encouraged an increase 
in production. This will have driven higher 
volumes of purchased feed throughout the 
year, particularly as farmers sought to replenish 
forage stocks which were severely depleted 
during the wet conditions in 2012. Note that 
this income figure is subject to a considerable 
degree of uncertainty as the changes to input 
costs are difficult to estimate due to the weather 
conditions earlier in the year.

Grazing livestock farms (lowland and less 
favoured area) are also forecast to see a 
recovery in average incomes in 2013/14 with 
a 33% increase on LFA grazing livestock farms 
(to £26,000) and a 15% increase on lowland 
grazing livestock farms (to £19,000). These 
increases are largely driven by increased 
output from the sheep enterprises reflecting 
higher values for store and finished lambs and 
increased numbers as stock held over from the 
previous year were brought to market. Whilst 
fat cattle prices were on average 7% higher 
than the previous year, throughput and carcase 
weights for both cull and finished cattle were 
lower. This reflects the poor seasonal conditions 
earlier in the year and low feed availability. Note 
that the calculation of livestock output within 
Farm Business Income includes the change 
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in price between opening and closing 
valuations for trading (but not breeding) 
livestock. This is predicted to increase 
output on these farms as values for store 
lambs and to a lesser extent store cattle are 
currently slightly higher than at this time 
last year. Total input costs are expected to 
increase slightly with small increases across 
numerous items. Feed costs are expected 
to remain similar to those in 2012/13 
despite the fall in cereal prices and 
improved grazing and forage conditions. 
This is because feed prices were at their 
highest during the cold spell in the spring 
of 2013 and during lambing when demand 
was at its highest.

Average Farm Business Income is forecast 
to increase by around 90% to £78,000 on 
specialist pig farms. Data for finished pig 
prices indicate an average increase of 9%  
whilst input costs have only risen slightly.  
Feed prices, which represent around half 
the total costs on these farms are expected 
to remain similar to the previous year 
despite the fall in cereal prices. This is due 
to much higher feed prices in the first half 
of the year and firmer soya prices for most 
of the year. A change in livestock valuation 
is also responsible for some of the increase 
in income shown here as the value of 
weaners and store pigs is forecast to be 
considerably higher at closing, compared 
to opening, valuation. 

On specialist poultry farms higher 
output from both the broiler and egg laying 
enterprises is forecast to be partially offset 
by an increase in feed volume. Average 
incomes are therefore expected to increase 
by 10% to around £103,000 on these farms. 

Incomes on mixed farms are forecast to 
fall by 8% in 2013/14 to £35,000. Although 
the value of livestock output is forecast to 
increase this is likely to be offset by lower 
output from the cropping enterprises. Total 
costs are expected to be broadly unchanged 
with higher feed costs offset by lower crop 
input costs. 

The agricultural team at Whitley 
Stimpson understand the pressures 
that those in the farming sector are 
currently facing. For a comprehensive 
review of your accounts and help 
creating a reliable business plan 
please contact a member of the team.

www.whitleystimpson.co.uk
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Accounting for agriculture, farming and rural 
business is a specialist area that requires 
expertise and an understanding of the industry.  
Our dedicated team come from farming 
backgrounds and offer a clear understanding  
of the issues facing farmers.
 
We provide professional knowledge and 
hands-on experience in the agricultural sector. 
We have worked with agricultural businesses 
for over 80 years, providing the expert advice 
that is required to help you enhance the 
potential of your farming business.

Talk to someone who  
understands the real issues
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