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This issue includes articles on:
• Being prepared for the VAT rate 

changes.

• Kevin Batty takes a closer look 
at the new Uplands Entry Level 
Stewardship scheme

• How the pre budget report may  
affect you

• Forthcoming payroll changes

• David Allen Financial Management 
take a look at the changing 
landscape for pension income

And features on:
• Armstrong Dairy Goats and 

how a hobby was turned into a 
livelihood



Sandra Gowling the Agricultural Partner at David Allen and Co 
reviews 2009 and the outlook for 2010.

2009 Review:
Over the last 12 months the agricultural sector may not have been directly affected 
by the recession as with manufacturing, motor industry and retail, but there has 
certainly been other ‘harsh’ elements to deal with.

Obviously no-one can predict 100% the weather even if the experts try and then 
we have to cope with what we get. This would be all OK if crop was ready to be 
harvested in April/May when it appears we had our ‘summer’ and not just be content 
with the fi rst cut of silage.

The red meat sector has continued to improve with demand being assisted by the weak pound against 
the euro. This has been one sector in desperate need for a boost after years of poor returns for livestock.

It would be hard to write about the dairy sector without mentioning Dairy Farmers of Britain and the 
fi nancial impact on farmers that the failure of this company caused. Of course up to the date of press the 
milk industry is still not stabilising with many producers not breaking even on their current milk price.

Our last 12 months here at David Allen & Co has brought with it change also, with the opening of our two 
offi ces in Workington and Penrith, which now enables us to work even closer to our clients.  We are here 
to support agriculture no matter what issues arise.

So what do we have to look forward to in 2010?
There is a strong indication that following a general election, a new government will be at the helm. The 
question is what difference in the short term will this make? 

The VAT rate returned back to 17.5% on 1 January 2010 and it is now compulsory to fi le your VAT returns 
online for a lot of businesses. This obviously creates a few issues with some businesses and if you have any 
queries on this please get in touch (more details on this below).

Grant funding may be something you have not explored which would add value to your existing structure. 
There are currently a number of grants available for different projects and this is something we can assist 
you with to enable you to kick off the New Year with a much needed cash injection.

Finally, on behalf of everyone here at David Allen & Co 
I would like to wish you all a prosperous 2010.

Are you prepared for the VAT Rate changes?

Change of VAT rate
The standard rate of VAT reverted back to 17.5% on 1 
January 2010.  If you make sales of standard-rated goods 
and services and calculated your VAT using the VAT 
fraction of 3/23 you should now use the fraction 7/47 
from 1 January 2010 to account for the increase from 15% 
to 17.5%.

In addition, the fl at rate percentages have changed, it is 
worth noting that some of the fl at rate percentages have 
not returned to their old rate but have changed to refl ect 
up to date business data.

The change is signifi cant for agricultural services which 
from the 1 January 2010 has increased from 7% to 10%. 
General farming or agriculture has also increased from 
5.5% to 6%, a full list of the rates can be found on our 
website.

If you require any further assistance with this then please 
do not hesitate to contact us.
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The Chancellor stated in his pre budget report that apart from the pre-announced VAT increase there would be “no 
other changes in VAT.”



Farmers will already be quite well versed with the ELS (Entry Level Stewardship) scheme.  In 
most cases “money for old rope” springs to mind, as farming wise, you don’t need to do a 
great deal different to get on to the scheme.

They are 5 year agreements with a payment of £30 per ha (except in extensively grazed upland 
areas) for all land entered into the scheme.  Launched in 2005, this means a majority of these 
will need to be renewed in early 2010.

Unfortunately re-applying won’t be as easy as ticking a box.  The options available to score points on have changed since it was 
fi rst launched, for example the loss of management plans will make it harder for farms to reach the 30 points per ha total.  As a 
result a new application form with the associated maps will need to be completed.

The ELS is available across all areas and land types in England, but in early 2010 the Uplands ELS will be launched.  This is basically 
a modifi ed version for farmers with land designated as either Severely Disadvantaged or Moorland.

This has been introduced to replace the Hill Farming Allowance (HFA) which has effectively fi nished.  Farmers in these areas will 
receive their fi nal HFA payment in March 2010.  They will then need to apply to enter the Uplands ELS if they wish to receive any 
additional support.

This creates a few different scenarios for farmers, some being:

Q: I have always received HFA but already have an ELS agreement across my land, what do I do?

A: You will need to surrender your existing ELS agreement and enter into the Uplands ELS if you wish to receive the additional 
payments.

Q: I have always received HFA but have an Environmentally Sensitive Area or Countryside Stewardship Scheme agreement across 
my land, what do I do?

A: The RPA will be administrating an Uplands Transitional Payment for farmers in this situation until your existing ESA or CSS 
agreement fi nishes.

Q: I have always received HFA and have a Higher Level Stewardship agreement across my land, what do I do?

A: If you have a HLS agreement it also means you will have an ELS agreement in place which as mentioned above, will need to 
be converted into an Uplands ELS.  Due to the individuality of HLS agreements Natural England will look at amending these on a 
farm by farm basis to ensure no ‘double funding’ occurs with the options available under the Uplands ELS.

Basically the Uplands ELS application will only be a straightforward application if you have no other stewardship scheme running 
on the farm.

The question most farmers will ask though is “will I be better off?”

This depends on your individual 
circumstances. Payment rates for the 
Uplands ELS are shown to the right.  But 
unlike the HFA rules which had a cut off at 
700 ha’s, there is no cap or taper applied 
to payments.  In addition Uplands ELS will 
also be available to dairy farmers.

Because of the removal of tapers the bigger farms, i.e. >700 ha’s, should gain from the new scheme.  However much depends on 
whether they were already in another stewardship agreement and how much this was worth per ha to them.

One fi nal point is that uptake onto the Higher Level Stewardship (HLS) has been relatively poor due to a variety of factors.  For 
farmers in Upland (or even lowland areas) it is worth looking into the possibility of entering this.  

The HLS does not cover the whole farm, but instead “bolts on” specifi c environmental measures in specifi c areas.  Examples 
include capital works such as fencing or historic building repairs, wetland creation etc.  The average HLS agreement in the North 
West is worth £18,500 in the fi rst year, so it’s worth considering.

We are keen to help farmers understand and maximise the amount of stewardship funding available to them.

If you have any queries on any of the schemes or would like help applying for the ELS or Uplands ELS agreement please don’t 
hesitate to contact us

Kevin Batty our agricultural consultant takes a closer look 
at the New Uplands Entry Level Stewardship (ELS) Scheme
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Land Category Existing ELS (£/ha) Uplands ELS (£/ha)

SDA moorland parcels > 15ha 8 23

SDA moorland parcels < 15ha 30 62

SDA land below the moorland line 30 62



In recent years, income from Furnished Holiday Lets (FHLs) 
has been treated the same as other trading income providing 
that they meet the various criteria set out by HM Revenue & 
Customs. These reliefs are the benefi ts enjoyed by sole traders 
and partnerships and include specifi c loss and Capital Gains Tax 
reliefs, the claiming of Capital Allowances and the inclusion of 
the income as net relevant earnings for pension purposes.

From 6 April 2010 (1 April 2010 for companies), FHLs are to be 
treated the same as other rental properties with regards to 
Income Tax, Capital Gains Tax and Capital Allowances as follows:-

Losses incurred in the letting of FHLs can no longer be offset 
against your other income for the year.  Instead, these  losses 
have to be carried forward to be offset against land and property 
profi ts only.

The disposal of FHLs are to be treated as non business assets 
for Capital Gains Tax purposes.  This means that the  disposals 
are to be taxed at 18%, instead of an effective rate of 10%, as 
Entrepreneurs Relief is no longer available for these assets. Other 
capital reliefs such as rollover relief are also no longer available.

New expenditure on Plant and Machinery for the purpose of use 
in a FHL no longer qualifi es for Capital Allowances to reduce the 
profi t levels.

However, all is not lost.  The unrelieved losses as at 6 April 2010 
(1 April 2010 for companies) can be offset against rental income 
profi ts from the year ended 5 April 2011 and future years. Plant 
and Machinery bought before 5 April 2010 (31 March 2010 for 
companies) will continue to qualify for Capital Allowances.

There is no change to how FHLs are treated for VAT purposes.  
FHLs are still allowed to charge VAT and liable to pay VAT if the 
income is above the threshold levels.

There is also no change to how FHLs are treated for IHT purposes, 
as they are treated as investment properties and do not qualify 
for Business Property Relief (BPR).

If you want to know how these changes affect you, please 
contact us.

Below are some of the changes which were proposed in the pre-budget report that may 
affect you or your business!

Inheritance Tax

Inheritance Tax is payable at a rate of 40% on 
the value of a person’s chargeable estate which 
exceeds the Nil Rate Band threshold at the date 
of their death.

It was announced in the Budget of 2007 that 
the Nil Rate Band threshold for 2010/11 would rise to 
£350,000 in 2010/2011. However in the recent Pre Budget 
Report, the Chancellor Alistair Darling stated that due to 
the current economic climate the threshold for 2010/11 
will remain at £325,000.

Currently married couples can transfer any amount 
of the Nil Rate Band that is unused 
after the fi rst of them 
die to the survivor. This 
means that married 
couples and civil partners 
(but not co-habitees!) have 
a maximum Nil Rate Band of 
£650,000 between them and 
although equalisation of 
assets was recommended 
in the past, it is not always 
necessary now. 
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The Pre-Budget report on 9 December 2009 announced 
that legislation will be brought in to introduce a new bank 
payroll tax, whereby a 50% tax charge will become payable 
by a bank on any bonuses exceeding £25,000 which are paid 
to their employees. 

Banks, building societies, fi nancial business and holding 
companies in banking groups and building societies and UK 
branches of foreign banks will all be affected by the new 
tax which became effective from 9 December 2009 and will 
operate until 5 April 2010. 

So for example if an employee is given a year end bonus of 
£50,000 the bank will need to make payment of £12,500 to 

HM Revenue and Customs and this will be due on 31 August 
2010. Provisions for penalties and interest for late payment 
of this tax have yet to be confi rmed. 

There will be an exception for contractual bonus 
entitlements where the payer has no discretion as to the 
amount of the bonus because of a contractual obligation 
existing at the time of the Chancellor’s announcement. 

Bank payroll tax does not affect Income Tax or National 
Insurance liabilities for bank employees but will certainly 
increase government revenues. The tax is also not taken into 
consideration when calculating banking profi ts or losses for 
corporation or income tax purposes. 

Tax on Bank Bonuses

In the Pre-Budget Report, the Chancellor announced that 
Corporation tax rates will remain at their current levels for 
2010, these are as follows:

• 21% - for profi ts up to £300,000

• 29.75% (Marginal Rate) - for profi ts in excess of £300,000

• 28% - for profi ts in excess of £1,500,000

The 21% tax rate is due be increased to 22% from 1 April 2011.

Corporation Tax

The changing landscape for 
pension income

Thanks to the credit crunch, the 
landscape for annuity products 
has changed. Market volatility, low 
interest rates and changing investor 
demand have combined to bring 
new products onto the market while 
others have fallen by the wayside.

Annuity rates are dependant on 
interest rates so recent base rate 
cuts have hit prospective payouts 
quite hard. As a result, investors 
have looked to tease out additional 

income, impaired life annuities and so called ‘postcode 
annuities’ have become more popular. Other potential 
retirees have simply decided to defer buying an annuity for 
as long as possible.

Market volatility has also affected the so-called ‘third way’ 
annuity products, originally designed to fi ll the gap between 
annuities and unsecured pensions, allowing exposure to 
the stockmarket, but with capital and income guarantees. 
They have had a diffi cult time as the cost of maintaining the 
guarantees has soared with the increased market volatility.

However, the market is also opening up to new ideas – for 
example, one new (fi xed term) product is offering a secure 
rate of income for a pre-agreed term and then returning a 
guaranteed amount to the investor on maturity, which can 
then be rolled over into another annuity or income producing 
product. This ensures investors are not locked into what are 
currently considered very low rates for the long term and 
instead allows them a ‘second chance’ to get what might be 
better rates in a more favourable future environment.

For advice on the right protection contact us for further 
information and guidance at the Dalston offi ce. Tel. 01228 
711881.

If you would like further information or would like to discuss 
your requirements, please do not hesitate to contact one of 
our advisers.

David Allen Financial Management Limited is an appointed representative of InvestAcc Limited 

which is authorised & regulated by the Financial Services Authority.

DAVID
ALLEN
FINANCIAL

MANAGEMENT

... recent base rate cuts 
have hit prospective 
payouts quite hard.



Further to the article in our Autumn 2009 newsletter, with 
April 2010 fast approaching you need to start preparing 
for completing your Form P35 ‘Employers Annual Return’.  
Once you have completed the payroll for the 2009/2010 
fi nancial year, you can fi le online immediately therefore you 
don’t have to wait until 6 April to fi le your Form P35.  The 
deadline for HM Revenue & Customs receiving your Form 
P35 for the 2009/2010 fi nancial year is 19 May 2010.

Your Form P35 for the 2009/2010 fi nancial year will need to 
be fi led online to HM Revenue & Customs as they may begin 
to reject the paper format and issue penalties.  If you haven’t 
already registered with HM Revenue & Customs to fi le online, 
you should look to do this as soon as possible to ensure you 
are prepared for the changes.

David Allen & Co provides a year end service to our clients.  
This is where clients decide they want to take up the challenge 
of processing their own payroll during the fi nancial year and 
then send us the records to check over and fi le online on their 
behalf.

From 6 April 2011 it is expected by HM Revenue & Customs 
that you will have to fi le online:

• Form P45 Part 1 - when an employee leaves your business

• Form P45 Part 3 - when a new employee starts

• Form P46 - when an employee starts but has no P45 from 
 previous employment

With HM Revenue & Customs bringing in these changes, there 
will be constant need to fi le various PAYE returns and forms 
online on a regular basis as penalties are sure to be introduced 
from not fi ling these online.  This may be a timely process and 
mean you may be spending more and more time dealing with 
PAYE demands.

Please be aware that from the 2010-2011 fi nancial year HM 
Revenue & Customs may begin to charge penalties for any 
PAYE Tax or National Insurance that is paid late.  Depending 
on how late your payment is HM Revenue & Customs will 
start penalties at 1% and increase depending on how many 
payments are made late and how late the payments are. 

Therefore you should ensure all payments are made to HM 
Revenue & Customs by 19th of the following month (or 22nd 
if paying electronically). 

Further information will be provided in the next issue of the 
Agricultural newsletter of the late payment penalties together 
with the details of the Budget changes due from April 2010.

If you would like to discuss any of the above matters in further 
detail or are interested in David Allen & Co offering you their 
year end service, please contact Jill Hetherington our Payroll 
Manager on 01228 711888.

Do you employ staff?? 
- Below is a summary of the forthcoming changes that may affect you or your business



Armstrong Dairy Goats started off as a hobby which has 
since turned into a livelihood for Stan and Tracey Armstrong 
who spend their time looking after and milking their herd 
of goats. Below is an insight into how Stan and Tracey have 
turned a hobby into a business.

“We started out like many goat keepers, just enjoying the 
company of a couple of nannies that we hand milked twice a 
day, the number crept up to four- and then we were hooked!

Two years ago we made the life changing decision to turn 
our love of goats into a business and set about fi nancing and 
building a purpose built goat shed and milking parlour. In 
the early days we travelled the country to increase our herd, 
and by the spring of 2008 we were hand milking thirty goats, 
getting up at 3.45 every morning to milk before setting off for 
our ‘day jobs’.

By May that year the fi rst part of our parlour was completed 
and we enjoyed the luxury of milking six goats at once!

We began selling our milk to local cheese makers and 
continued to add to our herd, and by the end of 2008 we 
were milking just over a hundred goats, a mixture of British 
Saanens, British Toggenburgs and British Alpines, but still only 
six a time, so milking was three and a half hours a session! 
Thankfully our son, Shaun, was willing to swap milking cows 
at a local farm for milking goats so we now had an extra ‘body’ 
on board.

Kidding began in January, ending in June this year and we had 
to decide very quickly what to do with our surplus stock, the 
thought of having to have our male kids destroyed did not 

appeal, so we decided to rear them and to fi nd a market for 
them as meat animals. The gamble paid off, and thanks to 
people’s increasing awareness of the health benefi ts of goat 
meat we have succeeded in marketing them all and we are 
already beginning to take orders for them for next year!

In April, Stan was fi nally able to leave his day job and has been 
able to concentrate all his energy into the business full time.

We spent this summer having the parlour extended so that 
we are now able to milk eighteen goats a time, averaging two 
and a half litres of milk per goat per day, and currently supply 
fi ve cheese makers as part of a small cooperative with Dolken 
Dairy Goats, a long established local goat herd.

Next year will see us completing an extension to our existing 
goat shed, which will see it double in size and we expect to be 
milking 185 goats, our original ladies, plus last years nanny kids.

Of course, everything we have achieved over the past two 
years would still just be a pipe dream but for the massive 
amount of help and support we have received from so many 
other local businesses including the guys at MTS agricultural 
services who  designed, built and extended our parlour, the 
vets at Belle Vue veterinary practice in Wigton, everyone at 
David Allens, and especially Dolken Dairy Goats for all their 
knowledge, experience and patience!”

David Allen & Co are pleased to have been associated with 
Armstrong Dairy Goats and to have seen from what was an 
idea turn into a successful business. We wish them every 
success for the future. 

Armstrong Dairy Goats




