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WELCOME
Welcome to our first Rural Newsletter. I hope you will find the content of topical interest
and enjoy the social pieces included.
I am sure you will all agree that the sector is in a period of significant change and uncertainty. Whatever
the outcome of the EU negotiations, it is clear that the future for the farming sector will present
challenges for many of our clients. However, I am sure that this will not be without its opportunities.
One thing that is certain, is that the present Capital Tax Reliefs are as good as they may ever get.
As we await the outcome of the Office of Tax Simplification’s (OTS) Inheritance Tax review
(due Spring 2019!), there is much unease that current Inheritance Tax (IHT) reliefs may be considerably
tightened. With that in mind, now is a good time to act, where IHT and succession planning are
concerned. Particularly, structuring affairs to maximise the extremely valuable Agricultural Property
Relief and Business Property Relief, which with careful planning can provide 100% relief from IHT
under the current regime.
The above is also true for other capital taxes, including the current low Capital Gains Tax (CGT) rates.
Our article that follows details the recent changes to Entrepreneurs’ Relief, whereby CGT on qualifying
disposals of business assets is payable at 10% as opposed to 20% or 28%. The government’s
investment in development and infrastructure to combat the housing shortage, means there is
considerable opportunity for land to be sold for development at bumper profits.
If you would like any guidance on your tax planning, or if you wish to enquire about any of the topics
in the newsletter, please get in touch.

Martin Overfield
Partner, Head of Agriculture and Landed Estates

CHANGES TO CGT ENTREPRENEURS’ RELIEF
Development land sales are on the rise and it’s important to understand how Entrepreneurs’ Relief
(ER) can reduce the rate of Capital Gains Tax (CGT) paid by an individual (or in some cases,
trustees) on qualifying disposals of business assets from 20% to 10%, up to a lifetime limit of
£10 million per individual. This includes disposals of all or part of a business, assets used in the
course of a business and shares held in an unquoted trading company.
Entrepreneurs’ Relief changes
In the 2018 Autumn Budget, held
29 October 2018, the government
announced the following two changes
to ER which will see a tightening of
qualifying requirements:
1. An increase to the qualifying period
of ownership prior to disposal or
cessation from 12 months to 24
months for disposals arising on or
after 6 April 2019; and
2. In relation to disposals of shares in
an unquoted trading company, it
was announced that, with immediate
effect, shareholders would, in
addition to the requirement to hold at
least 5% of the issued share capital
and voting rights in a company, have
to now be beneficially entitled to 5%
of profits available for distribution as
well as at least 5% of the company
assets on winding up.
The second of the changes sparked
concern amongst many professionals
as there was a risk that some

businesses with alphabet and
growth shares would see relief lost
on the basis no individual class of
share is entitled to 5% of available
distributable profits. However, in a
welcome U-turn the government
made amendments to the 2019
Finance Bill which have seen most
alphabet shares come back into
scope for ER as a result of an
additional qualifying criterion which
reads: “in the event of a disposal of
the whole of the ordinary share capital
of the company, the individual would
be beneficially entitled to at least 5%
of the proceeds.”
The potential problem for ‘growth
shares’ still exists.
Topical uses of ER – sale of land for
development
With the constant demand for new,
affordable housing in the UK there are
greater opportunities for land owners,
including farmers, to sell land for
residential development. Structuring

this so that any capital gain on
disposal of the land qualifies for
ER is of paramount importance.
For ER to apply on the sale of land
there has to be either:
1. A material disposal of business
assets; and / or
2. A disposal of business assets
associated with a material disposal
(‘an associated disposal’).
In order for a landowner to make a
material disposal of land, they must either
(after owning for a period of at least two
years ending with the date of disposal)
make a disposal of: the whole or part of
a trading business (including the land).
It is important that cessation of all or
part of the business is clear as HMRC
will carefully consider the nature and
extent of activities of the business
before and after the sale. For example,
if grain remains in a store ready to be
sold after the cessation then ER would
likely be denied.
Continued on next page...
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A further example of a material
disposal, and one which can be
useful for associated disposal
planning, would be a reduction
in a partner’s interest in a
partnership’s assets. The Finance
Act 2015 laid down that this
reduction must be at least 5%
and at the date of disposal no
partnership purchase agreements
exist. It is accepted by HMRC
that the reduction or withdrawal
from participation refers to equity
participation rather than time
spent so an individual could
continue to be a full-time working
partner, clearly an attractive
feature of the legislation.
For a landowner to make an
associated disposal of land, the
disposal must be connected
with a material disposal. The
relevant asset must also be held
personally by the individual and
used for business purposes
in either the trade of the
partnership or the company
throughout the two-year period
ending with the earlier of the
date of the material disposal
or the cessation (or held for
three years for assets acquired
on or after 13 June 2016). The
associated disposal must be
made within three years of the
material disposal.
Given the three year time frame
following the cessation of the
relevant business or material
disposal it is important to
carefully consider the payment
options available as some
developers would prefer to pay
the land owner in tranches. It is
likely, particularly for the larger
development opportunities, that
these tranche payments could
be over a number of years so
it is crucial it is agreed upfront
that they will all fall in time to pay
the CGT due as created by the
unconditional contractual date.
It is clear that ER is not designed
to benefit sales of specific assets
and therefore farmers may have
cause for concern as often it
is only small discrete parcels
of land which lend themselves
for development. Where this is
the case the need for business
structures to be reviewed is
even more apparent and, where
necessary, changes should be
made, whilst also considering
commerciality, family needs
and long-term goals, to ensure

ER would apply. Given the
ownership qualification periods
needed for ER to apply any
reviews should be carried out
in good time, before any land
sale becomes likely.
As is always the case when
reviewing business structures,
consideration should also be
given to other tax implications
such as Inheritance Tax, Stamp
Duty and even Income Tax
where the sale of development
land triggers the ‘Transactions
in Land Rules’ included in the
Finance Act 2016, for example
where a ‘slice of the action’
scheme has been used.
Other topical Capital Gains Tax
implications in respect of jointly
owned land
It is common place for farming
families to bequeath the farming
business to the next generation.
Where the farming business is
bequeathed to children of the
original farmer, this seldom
causes issues in respect of
siblings undertaking the farming
activities together (although
this is not always the case).
Where the farming business is
however then bequeathed to the
subsequent generation by the
siblings, it is becoming apparent
that the cousins undertaking the
farming activities together might
not work together as effectively
as siblings – and the farming
business is then required to be
split between the families.
In the absence of relief, this split
of the farming business and
assets – including the land – can
cause detrimental Capital Gains
Tax and Stamp Duty Land Tax
implications. A complicated form
of relief exists to ensure the split
of the land can be tax neutral
for Capital Gains Tax and Stamp
Duty Land Tax purposes. It is
however important to carefully
review the application of these
reliefs to each relevant family on
a case by case basis to ensure
the tax neutral reliefs will apply
without restriction to avoid any
unwelcome tax bills.
If you would like further
information in respect of any of
the above, please contact your
existing client contact or our
private client Director Ben Thiim
at benthiim@smailesgoldie.co.uk

SOCIAL
NEWS
Zoë Jackson’s Return
We are thrilled to welcome Zoë
back to the firm. Zoë has over 20
years of experience specialising
in family owner-managed
businesses within the agricultural
and landed estates sector.
Zoë commented, “I am settling in
well, enjoying being back and it
feels great to be working as part
of the Agricultural team again as
well as becoming reacquainted
with some old clients along the
way. I’m looking forward to the
new challenges ahead.”
Away from the office Zoë enjoys
spending time with her young
family and occasionally escapes
to London to watch Tottenham
Hotspur play.

LRSN Charity Dinner
We were delighted to be sponsors
of the Lincolnshire Rural Support
Network (LRSN) for their third
dinner at the Lincolnshire
Showground. The event raised
awareness of three brilliant
charities, the Jon Egging Trust,
Lincolnshire Agricultural Society
and the LRSN.
With a theme of “Past, Present
and Future” we were treated to an
impressive meal of Lincolnshire’s
finest by “The Lincolnshire Chef”,
Steven Bennett.
With almost 600 people in
attendance, not only was lots of
money raised for the three charities
but it was also a thoroughly
enjoyable educational and social
evening which Smailes Goldie are
proud to be a part of.

MAKING TAX DIGITAL UPDATE
Launched on 1 April 2019, most VAT registered businesses are now required to comply with the new
Making Tax Digital for VAT regime. Making Tax Digital for VAT is mandatory for businesses registered
for VAT and with a taxable turnover over £85,000. All businesses caught by the legislation will have to
keep their financial records in a digital format and file their VAT return using compatible software.
If your business is required to comply
with the new MTD for VAT regime,
this will begin on the first day of your
first VAT period starting on or after
1 April 2019.

Most businesses caught by the
legislation are now keeping their
records in a digital format, however,
many businesses may not be aware
that they are required to register to

use the new system and that this
process can take up to seven working
days to complete. The timing of this
step is however critical – it is the point
of no return.
Continued on next page...
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Exam Success

A business should not sign up
to MTD for VAT until all its nonMTD VAT returns have been
filed. Once a business has been
signed up to MTD for VAT it will
not be possible to file any VAT
returns through the government
gateway online VAT return or
using non-MTD compatible VAT
software. Users are required
to allow at least 24 hours after
submitting the last non-MTD VAT
return before signing up. Those
that pay by direct debit have a
more restricted time period in
which they can be signed up,
due to the impact of banking
regulations. Where payment is
made by direct debit the business
cannot be signed up in the five
working days after the submission
deadline for the last non-MTD
VAT return and must be signed
up at least seven working days
before the first MTD for VAT return
is filed. Should you have any
questions on when you should
sign up please contact us to
discuss this.

sign up via your Government
Gateway account. HMRC has
warned businesses that this
service may be slow during
busy times.

Once you have confirmed that
you are ready to sign up for MTD
(i.e you have submitted your last
non-MTD VAT return) and that
your business has MTD for VAT
compatible software you must

If you have any questions
relating to signing up for MTD or
authorising your software ready
for Making Tax Digital please give
our MTD expert Peter Dearing a
call on 01482 326916.

Once you have successfully
signed up for MTD for VAT, HMRC
will send you a confirmation email
within 72 hours. Businesses
should not submit a VAT Return
until the confirmation email has
been received.
The last step that is required
is for you to authorise your
software. Also called linking your
software, this process enables
your MTD compatible software to
communicate with HMRC when
filing your VAT return. This step
is different depending upon the
software you use.

Congratulations to Agriculture and
Landed Estates trainee, Connor
Rigg on becoming AAT qualified.
Following joining the firm in 2017,
Connor has passed all of his
AAT exams with enviable marks
and was recently nominated for
student of the year after achieving
one of the highest marks for
the AAT Advanced Diploma in
Accounting – Level 3 paper.
Although, the study doesn’t quite
end yet for Connor who is now
embarking upon his studies for the
ICAEW qualification.
Connor is involved in a variety of
clients in the agricultural sector
but has a particular interest in
specialising in landed estates
clients and trusts.

There will be a ‘soft landing’
period during the first 12 months,
in which HMRC has promised
not to penalise businesses if they
make a genuine reporting error.

HMRC
PENALTY
REFORM FOR
LATE FILING
AND LATE
PAYMENTS
In a bid to make the
penalty system ‘fairer
and simpler’ HMRC
announced in 2017 that it
was looking to reform tax
administrative penalties.
The reform will cover both
late filing penalties and
late payment penalties.
Read the rest of the article on our
website at www.smailesgoldie.co.uk

FIRST TIER TAX TRIBUNAL ALLOW CAPITAL
ALLOWANCES CLAIM ON GRAIN ‘SILO’
In the recent case of S May the First Tier Tax Tribunal (FTT) ruled in favour of a new facility for
grain storage and drying qualifying for plant and machinery Capital Allowances.
Ordinarily, buildings and structures
are specifically excluded from
qualifying for plant and machinery
allowances. However, the ruling in
S May, coupled with the increased
Annual Investment Allowance (AIA),
currently a maximum of £1million
per annum until 31 December 2021,
means that this case will spark
huge interest amongst the farming
community and may potentially
result in significant tax savings
for farmers.
Key factors
There were two key factors in the
tribunal case. The first was to determine
whether the structure met the definition
of a ‘silo’ within the meaning of
CAA 2001, s 23 list C. Although the
legislation does not attempt to define

the term ‘silo’, such structures are
specifically eligible to qualify as plant
and machinery where “...provided
for temporary storage”. The tribunal
found that in addition to the storage
reference the building was also
used for the process of drying and
maintaining the grain in optimum
condition before sale. The specific
features of the building, including
the pitch of the roof, power floated
concrete floors, thicker than normal
walls, air inlets and fans located
on the walls, were essential to the
performance of its function as a silo
and rendered the building unsuitable
for many other agricultural uses.
The second key factor was the
definition of ‘temporary’. The taxpayer
stored his grain for a maximum period
of 10 months. Once the last of the

grain was sold, the empty facility
was cleaned to make good for the
next harvest cycle. Although HMRC
argued that in Schofield R & H Hall
(a previous silo case) the grain was
only stored in a silo for seven days,
the tribunal applied common sense
and considered the requirement to
clean the facility an impediment to
indefinite storage.
What does this mean for
future claims?
Unfortunately, FTT rulings do not
set a precedent, therefore it is
likely that HMRC will continue to
deny claims for the structural
element of specialist agricultural
buildings being treated as plant
and machinery. HMRC’s decision
not to appeal just ‘muddies the waters’.
Continued on next page...
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If you have built, or are planning to
build, a similar structure, we would
advise that you carefully analyse the
specifics of your building and compare
these to the facts of the May case
before proceeding with a claim for
100% of the building to be treated
as plant and machinery. In the event
that HMRC enquire into the claim, it
is always sensible to have your initial
evidence ready to present. HMRC
may wish to see the detailed building
contractor’s quotations, be provided
with an explanation of the building’s
actual use, see photographic evidence,
perform site visits etc.

DATES FOR THE DIARY
Lamb Racing 29 June
We are main sponsors for
the Lamb Racing event in
support of the Skirlaugh
Young Farmers Club.

Clay Pigeon
Shooting - 29 June

It will be interesting to see how this
case will impact upon claims for other
agricultural buildings. However, for
farmers looking to build similar silo
structures the ruling is a welcome
win for the taxpayer. Encouragingly,
it is generally accepted that a
significant proportion of specialist
agricultural buildings qualify as plant
and machinery in any event and any
non-qualifying expenditure relating
to the structure of the building will be
eligible for Capital Allowances of 2%
per annum.

at Bygot Wood. We are
once again sponsoring
this event and we hope to
see many familiar faces.

Moonbeams with
Wold Top - 5-6 July
As sponsors of this
fantastic event at Wold
Top Brewery, we are
looking forward to
enjoying some world
class music and awardwinning ales. We hope to
see some of you there!

If you wish to discuss this further
please contact Victoria Shannon at
victoriashannon@smailesgoldie.co.uk

Driffield Show - 17 July

for farmers
looking to
build similar
site structures,
the ruling is a
welcome win for
the taxpayer.

Come and see us at this year’s event where our team
will once again be at stand E80, serving up refreshments
to our fantastic clients and contacts.
As well as chatting to our lovely team, you’ll be able to
enjoy a delicious hog roast and a range of beverages.
For the children we even have a Smailes Goldie colouring
competition with a prize being awarded for best picture!

MEET THE TEAM
Smailes Goldie Group’s dedicated Agriculture and Landed Estates team have a
breadth of sector experience in providing the diverse range of services that farmers,
landowners and agri-businesses require. We are committed to understanding the
complexities of your business to ensure that we provide a valued service and ongoing
support. As an independent firm we pride ourselves on our broad knowledge and
depth of experience, whilst at the same time remaining small enough to deliver a
relationship based service that our clients really appreciate. Our personable team work
closely with our clients to build strong lasting relationships, based on trust and a deep
appreciation of your specific needs and values.
If you wish to discuss any of the issues covered in our newsletter please contact one of our specialist
Agriculture and Landed Estates team on 01482 326916.
We are always interested in receiving feedback on any aspect of our work, so if you have any comments
or an idea for a topic that you would like to see featured in a future newsletter – please let us know.
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Smailes Goldie Group is an independent firm of business and tax advisors, chartered
accountants and auditors, providing a broad range of business services to clients of
all sizes from all industry sectors. We are a nine partner firm with over 120 staff, with
a significant proportion of our business being within the rural sector.
Our specialist Agriculture and Landed Estates team have a breadth of experience in providing the diverse range
of services that farmers, landowners and agribusiness owners require. We understand the challenges and
opportunities facing the sector and are able to provide proactive specialist financial advice and support.
As members of the UK200Group (the UK’s leading quality assured membership organisation of independent firms
of chartered accountants, legal practices and international associates), we are committed to high standards of
professional service and benefit from the group’s specialist Agriculture Industry Group.
We are dedicated to working closely with our clients and understanding the complexities of their business,
personal and family objectives to ensure we provide a valued service and build lasting relationships.
If you would like more information, please get in touch with one of our team on 01482 326916 or simply email us:
Martin Overfield

martinoverfield@smailesgoldie.co.uk

Nicki Shipley

nickishipley@smailesgoldie.co.uk

Ian Lamb
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Contact us
Offices
Hull office:

Barton office:

Regent’s Court
Princess Street
Hull
HU2 8BA

2 Market Lane
Barton-upon-Humber
North Lincolnshire
DN18 5DE

T: 01482 326916
F: 01482 215009

T: 01652 632927
F: 01652 636225

www.smailesgoldie.co.uk
DISCLAIMER: The matters discussed in this newsletter are by necessity brief and comprise summations and introductions to the subject referred to.
The content of this bulletin should not be considered by any reader to comprise full proper legal advice and should not be relied upon. Smailes Goldie
and Smailes Goldie Turner are registered to carry on audit work in the UK and Ireland and regulated for a range of investment business activities by The
Institute of Chartered Accountants in England and Wales.

