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Take Home Message –  
 
Consider the influence of business structure in the amount of tax 
and NI you pay.  
 
Appreciate the importance of adequate ventilation in livestock 
housing. 
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1.0 INTRODUCTION 
 

A poor weather forecast and the attraction of good speakers covering three separate 
topics lead to an active audience of over 40 farmers. 
The main areas for discussion covered taxation, the bull beef trial and the pneumonia 
outbreak at Hindatoon which included weaned calves from Millburn.  

 
Aim of the Project: 
 

To improve both the technical efficiency and the finances of the Monitor Farm and other 
farms within Orkney. 

 
Aim of the 11

th
 Meeting: 

  
How farm accounts can be used to assess the performance of your business 

 
Demonstrate some of the pro’s and con’s of bull beef systems 

 
Highlight the affects of pneumonia on a beef enterprise and how it can be controlled  

 

 

2.0       FARM UPDATE 
 

A significant change in the location and internal layout of the proposed new shed was 
forced upon Steven and Lorraine when the roof on part of the old steading was seriously 
damaged in the gales. Although the kit for the new cubicle shed had been delivered, it 
was found that it would fit nicely in the footprint of the damaged building. Therefore, 
instead of building the standalone cubicle shed, the kit would be used to replace and 
upgrade the old steading to provide calving pens and bedded area. This coincidentally 
meant that the new shed is now in the position that some in the steering group 
suggested originally. The cubicle house will still be constructed, but at a later time.   
 
The decision to keep the farrow cows for longer than the previous year to put more 
weight on them had not proved to be as cost effective as hoped due to the drop in cull 
cow price. 
 

3.0 CAP REFORM UPDATE 
 
Ian Wilson, NFUS Regional Manager for Orkney & Shetland, delivered an update on 
how the discussions on CAP reform were progressing. He highlighted that the recent 
announcement of coupled support rising from 8% to 13% would be unlikely to result in a 
higher Beef Calf Scheme payments. Instead, he thought it would most likely be used to 
fund a headage payment on Hill/Island sheep - possibly just on Gimmers.   
 
 

4.0  FARM ACCOUNTS & TAXATION 
 

The first part of this session involved Doris Hutchison presenting information on the 
Monitor Farms performance over the last 3 tax years (table1). This type of information is 
typically included in the tax accounts of every client of Orcadia and is useful to quantify 
the output from the farm at a glance.   
Table 2 displays data provided by the Monitor Farmer himself to provide a quick and 
simple means of comparing different years within the business. It could also be used as 
a basis to compare other farms if they chose to do so. Although it was considered by the 
community group to provide a means of identifying trends in the businesses financial 
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performance, there would be issues associated with comparing it with other farms which 
had more than one enterprise. For example a beef unit with sheep. It was also pointed 
out that in was not sensible to look at a single category of expenditure in isolation. Vet & 
Med costs for example should be compared with mortality rates and/or herd fertility to 
give it more meaning.  
Ms Hutchison also explained in detail what each of the different categories of 
expenditure included and highlighted reasons for areas where costs have changed 
significantly between years. For example much of the feed costs at Millburn were due to 
minerals and the high Repairs and Renewals in yr ended 2013 was due to the repairs to 
the farm road. She also commented on the relatively low contracting costs for a “one 
man band”.  

 
Table 1. Millburn physical data from Orcadia Chartered Accountants 
 

Year Ended 31/3/11 31/3/12 31/3/13 

Cattle    

Trading Sales 41,682 49,127 57,926 

No. Weaned Calves Sold 67 77 89 

Average Selling Price 622 638 651 

Herd Sales 13,815 16,690 14,185 

Farrow cows/bulls sold 13 15 15 

Average Selling Price  1,063 1,113 946 

Total Weight sold (kg) 29,864 32,923 36,165 

Average Weight per beast 373.3 357.86 347.74 

Average Selling price per Kg 1.86 2.00 1.99 

 
 
Table 2. Millburn’s Costs Per Kg sold (pence) 
 
Variable Costs    
Feed 7 11 18 
Freight 3 1 4 
Vet & Med 9 11 9 
Other Livestock Expenses 5 5 3 
Seeds 1 5 5 
Fertiliser 17 20 20 
Contracting 13 14 14 
Other Crop Expenses 6 5 5 
Machinery Costs 21 19 17 
 82 91 95 
Fixed Costs    
Insurance 4 5 8 
Repairs & Renewals 7 4 19 
Fencing & Drainage 10 3 5 
 21 12 32 
    

Total 103 103 127 

    
Total Margin per Kg 0.83 0.97 0.72 

 
 
Steven Sinclair delivered the second part of the session explaining the role of Capital 
allowances in farm businesses. Annual Investment Allowance (AIA) gives a 100% tax 
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deduction of an asset’s purchase price in the year of purchase rather than claiming 
Writing Down Allowances at 18% or 8% per annum. AIA can be claimed on new and 
second hand purchases of machinery and vehicles (excluding cars). It can also be 
claimed on certain expenditure within buildings classed as ‘integral features’. A member 
of the audience queried whether concrete panels forming the outside structure of a new 
building would be eligible, however it was explained that it would be unlikely as it formed 
part of the main structure of the building. It was pointed out by Mr Sinclair that there had 
been a recent tax case where the frame of a poly tunnel was not deemed permanent 
and therefore had failed to attract AIA. 
 
Table 3. AIA Rates 
 

Period AIA Rate 

6 April 2010 to 5 April 2012 Up to £100,000 per annum 
6 April 2012 to 31 December 2012 Up to £25,000 per annum 
1 January 2013 to 31 December 2014 Up to £250,000 per annum 

 
Steven also discussed the affect of the structure of the business on tax and National 
Insurance contributions (figure 1). The benefits of each of the configurations were 
dependant on the profitability of the business, but it was evident that businesses 
generating high levels of profit could reduce tax and NI by forming a company structure. 
The net advice however was to have detailed discussions with the business accountants 
before considering a change as there were potentially other affects to the business 
under each system.  

 

 
Figure1.  The new shed at Millburn. 
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Figure 2. Affect of business set up on tax and national insurance. 
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5.0 BULL BEEF  
 

A trial involving 14 simmental X bull calves (7 from Millburn and 7 from Hindatoon) 
commenced in the spring when they were left uncut. Creep fed from August onwards on 
0.6kg of stock nuts and 1kg of bruised barley, the animals were weaned and housed in 
November and placed on a diet of 20% Champion 35, 10% beet pulp pellets, 1.25% 
Alcacid and 68.75% bruised barley costing £211/tonne. The Champion 35 was reduced 
to 15% of the diet and barley increased to 73.75% on 11 November which cut the ration 
to £198.6/t. The bulls were housed on slats with rubber matting. 
 
Table 4. Monitor Farm Bulls on 3 separate dates from weaning on 4/11  
  

 Tag 04-
Nov 

27-Dec 15-Feb Weight 
gain 

107 day 
DLWG 

Millburn 584 365 400 460 95 0.92 

 604 340 440 480 140 1.36 

 600 320 395 450 130 1.26 

 603 375 440 495 120 1.17 

 586 335 415 450 115 1.12 

 573 305 400 460 155 1.50 

 598 305 390 450 145 1.41 

 Average 335 411 464 129 1.25 

       

Hindatoon 1316 330 380 470 140 1.36 

 1333 280 340 395 115 1.12 

 1319 345 450 500 155 1.50 

 1291 350 445 500 150 1.46 

 1310 345 440 520 175 1.70 

 Average 330 411 477 147 1.43 

       

     Weight 
gain 

107 day 
DLWG 

12 bulls   333 411 469 136 1.32 

 
 

The bulls bred at Hindatoon were slightly younger than those of Millburn and realised 
marginally better growth rates over the period although it was not possible to ascertain 
whether this was influenced by differing genetics (table 4). Two bulls had to be removed 
from the trial with leg injuries sustained on 21 December and 4

th
 January.    

 
As a basis for comparison, Simmental X stots were weighed on the same dates as the 
bulls and their performance recorded as well (table 5) The stots weighed on average 
61kg lighter than the bulls realising a daily liveweight gain of 0.70kg/hd/day against 
1.32kg. Further meaning was brought to this comparison when the amount and value of 
the feed which they had eaten was factored in. 
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Table 5. Performance of Hindatoon Sim X stots on 3 separate dates from weaning  
 

 Tag 04-Nov 27-Dec 15-Feb Weight 
gain 

107 day DLWG 

Stots 567 370 405 460 90 0.84 
 1235 390 420 460 70 0.65 
 585 330 360 400 70 0.65 
 618 360 405 450 90 0.84 
 1254 385 430 460 75 0.70 
 1244 360 390 415 55 0.51 

 Average 366 402 441 75 0.70 

 

 

Each of the 12 bulls ate £230.09 (1114kg) of feed and £16.05 of barley straw. This 
meant that the 136kg of liveweight which they had gained on average had cost 
£1.81/kg. 
Each of the stots ate £70.40 of barley (502.9kg), £22.59 (32.1kg) of Amino Beef and 
£38.20 (1.6t) of silage. This meant that each of the 75kg they had gained cost £1.75/kg.  
At the time of the next meeting in May/June the bulls should have been slaughtered and 
the full results will be disclosed. 
 

 

 

 

Figure 2. Store cattle and bull beef at Hindatoon 
 

 

Arnot Coghill from Skinnet Farm in Caithness kindly gave an insight into his business. 
He runs a herd of 220 suckler cows where all of the males are left entire and raised on a 
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bull beef system. Housed on bedded courts and fed dry feed in hoppers with mature 
wrapped bales in ring feeders, he kills all his bulls at around 14 months of age. The 
Charolais and Simmental crosses he believes perform the best as they have a greater 
“engine capacity” than the likes of the Limousin. Having raised store cattle before 
moving to bull beef nearly 2 decades ago, he believed that it is easier to achieve better 
grades with the bulls than steers. Although he reported no issues with the behaviour of 
the bulls as long as they are kept in the same groups, he did accept that the scale of his 
system lended itself to bull beef production. 
 
Frank Ross, General Manager with ABP in Perth, highlighted that although the demand 
for beef had dropped off in recent weeks, it was still ahead of this time last year. As to 
why demand had dropped, it was thought that the high volume of frozen meat in store 
was a factor. Asked why penalties were imposed on bulls over 16 months it was 
suggested this was linked to research which indicated the eating quality declined after 
this age. It was also suggested that there can be issues when packaging larger cuts as 
their size creates difficulties in getting them to physically fit into their packaging which 
can also deter the consumer. A member of the audience raised concerns that a shift to 
bull beef production in Scotland would damage the image of Scotch beef being raised 
grazing lush grassland. This was counteracted by arguing that the bulls had still spent 
much of their lives grazing grassland and the eating quality of the bull beef had in some 
instances surpassed that of conventionally raised steers.  
Overall there was good interest expressed in what the eventual outcome would be from 
this comparison.  

 

 

 

 

 Figure 3. Handling System at Skinnet 
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7.0 PNEUMONIA 
 

Pneumonia had been an issue at Hindatoon this winter and involved young cattle that 
had been purchased from Millburn in the back end. Andy Cant of the local NorthVet 
Veterinary Group in Kirkwall, played an important role in controlling the outbreak and it 
was he, in tandem with Mervyn Sandison, who explained how the situation was brought 
under control.  
 
Pneumonia is essentially inflammation of the lungs and is the most common cause of 
death and poor performance in young cattle under 1 year old.  Nationally, it is reported 
to cost the UK livestock industry an estimated £50 million every year. 
It is a complex disease caused by various pathogens including viruses (e.g. IBR, RSV, 
PI3); bacteria (2 types), mycoplasma and even lung worm. The presence of BVD also 
increases susceptibility. The disease is influenced by the environment – particularly low 
temperatures, high humidity and poor ventilation and the immune system of the animals 
can also play a role, particularly in young calves which received little or poor quality 
colostrum. Stress on the animal is also a factor. 
Cattle are particularly susceptible to pneumonia as their relatively small lung capacity 
demands almost 100% utilisation of their lung function. Horses in contrast have a much 
greater lung capacity - 42l against 12l in a cow. It was also quoted that a cow breathes 
out 10l of moisture per day so 100 cows can produce 1 tonne of moisture which 
contributes significantly to the high humidity levels linked to the disease when ventilation 
is poor. 
 
There are no anti viral drugs available for use on cattle to control pneumonia which 
leaves three other options: 
 
Antibiotics – to kill bacteria and can be short or long acting 
NSAIDS (non-steroidal anti-inflammatory drugs) – to reduce inflammation and get the 
affected animal back eating 
Vaccines – to prepare immune system and can be used in the face of an outbreak e.g. 
IBR intranasal vaccine 

 
 
The vet was first brought onto the scene when Mervyn realised there was a problem in 
mid December. There had been one sudden death, possibly due to a clostridial 
infection, and some scour was evident also. Testing using nasal swabs produced a +ve 
result for RSV and this was backed up later with a further +ve test using paired serology. 
The 2

nd
 test also highlighted a possible background PI3 issue however it was concluded 

the main problem was RSV. Subsequent blood testing highlighted low selenium levels in 
one animal and low vitamin E in another. The full cost of treating the outbreak was 
£1,386 (table 6) however it was highlighted that no animals had been lost and 
undertaking a full vaccination program would have amounted to a similar figure. 
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Table 6. Hindatoon pneumonia outbreak costs 
 

Item Cost (£) 

Vet Visit 20 

Vet Examination 41.21 

18ml Micotil 38 

32ml Metacam 51.84 

Blood samples 13.16 

Lab admin 8.38 

16ml Draxin 58 

2
nd

 blood samples 13.16 

2
nd

 Lab admin 8.38 

All Lab fees 305.20 

  

Non Acute Treatment  

Alamycin LA 300 409.19 

  

Acute not treated by vet  

Draxin + Metacam 419.48 

  

TOTAL 1386 

  

72 treated, 135 yearlings in total  

 
 

 
Discussing where the source of infection originated from, it was pointed out that none of 
the Monitor Farms calves which had been sold to another farm had developed the 
disease. It was therefore thought likely that the Monitor Farms calves sold to Hindatoon 
had picked up the disease there.  
The ventilation in the shed was also discussed. It was notable that the shed which 
suffered the pneumonia had narrower gaps in the space boarding and was in a more 
sheltered position than a similar sized slatted building on the farm which had not 
experienced the same pneumonia issue.  
Using the formulae detailed in the link below, Andy calculated that the outlet of air for the 
building was only 2.27m2 but needed to be 4m2. He also concluded that the air inlet 
space was only met when the main doors were not closed. His recommendation was 
therefore not to vaccinate the animals in future but to look at ways to improve airflow. 
The ventilation of the building was therefore concluded as being a pivotal problem with 
the pneumonia outbreak and various options were considered as to how to resolve this.   
  
 
http://www.dairyco.org.uk/resources-library/technical-information/buildings/dairy-
housing-chapter-13-ventilation/ 
 
 
 

 


