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Future Events 

Next Peeblesshire Monitor Farm Meeting                                May 2015 TBC    

Useful Contacts 

Johnny Mackey QMS Tel. 0131 472 4061  jmackey@qmscotland.co.uk 

SAC Consulting Facilitators: 

Chris McDonald Tel: 0131 603 7522  chris.mcdonald@sac.co.uk 

Jennifer Brown  Tel: 01835 823322  jennifer.brown@sac.co.uk 

Useful Web Addresses:  

QMS (all MF reports available here)         http://www.qmscotland.co.uk/monitor-farms  

SGRPID:       www.scotland.gov.uk 

SRUC:       www.sruc.ac.uk 
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Top Tips  

 

 

 

Introduction 

Around 25 people attended the 14th meeting of the Peeblesshire Monitor Farm held on 

Tuesday 2nd February 2015 at Peebles Hydro, Peebles.  The group were joined by Kev 

Bevan from SAC Consulting and Alastair Dale from Dales solicitors.  

Monitor Farm Matters   

Since the last meeting the cross ewes have been scanned with an overall scanning % 

of 162%. This is only 1% up on last years, which Kate and Ed are quite happy with. 

Overall the group agreed that scanning was up with a lot of ewes scanned with triplets. 

This can largely be attributed to the abundance of grass at tupping time and ewes being 

in good condition.  

Cows have also been scanned with 1 out of 19 heifers not in calf and 4 out of 53 cows 

not in calf. An overall result of 93%. 

Following from the success of the silage and soya/Ultrasoy rations fed to the ewes last 

year Kate and Ed are going to go a step further following advice from John Vipond. This 

will see Ultrasoy being fed to some ewes once per day (at a rate of 50g/lamb carried) 

and some ewes only being fed (100g/lamb carried) every second day. Silage quality is 

high again this year at 11.9ME which, when fed adlib, will provide plenty of energy for 

the ewes. Ewes will be blood tested 4 weeks prior to lambing to check energy levels are 

sufficient.  

Lambs will be recorded and weighed and results will be reported at the next meeting.    

Understanding Accounts- Kev Bevan, SAC Consulting  

Kev explained some of the basics regarding understanding your farm accounts and 

gave some key tips and calculations which can be worked out at home to give you an 

idea of current performance which in turn allows to plan for the future.  

Submitting tax accounts is a legal requirement for any farming business. These 

accounts have two key elements (profit & loss; balance sheet).  No cash flow statement 

is required, but can be estimated from the information available in the tax accounts. 

When looking at accounts as an outsider or for comparison it is important to consider 

 Removing Single Farm Payment figure from farm profit and loss will give a more 

accurate reflection of farm profitability 

 Profit before depreciation should cover the cash needs of your business 

 There is no correct time for succession planning to begin however open and honest 

discussions may prevent any surprises or issues further down the line 



o Who is involved in the business – is there more than one family? 

o How big is the farm? 

o Is the ground owned or rented? 

o How many enterprises are on farm? Cattle? Sheep? 

o Is there any off- farm income  

o Is there any on- farm diversification (e.g. renewables) 

It is important when looking at your accounts to remember.  

o Tax accounts are historical (how historical depending on how quickly you can get 

the information to the accountant). 

o Because they are tax accounts, many of the costs are often aggregated making it 

difficult to divide costs down between enterprises. Valuations of livestock and 

land are also not necessarily correct.  

o Looking at one years worth of accounts may not give an accurate picture. Volatile 

prices, weather and disease issues can all have impacts on specific years. 

Looking at trends over several years gives a more accurate picture.  

What is Profit?  

Profit= Output- Trading expenditure 

Profit should cover the cash needs of your business. The latter covers: 

o Personal drawings, tax, re-investments, loan repayments and some savings to 

allow for business growth. 

Cash needs will greatly vary from business to business depending on how many 

families are drawing from the business, farm type, size etc. 

Private drawings and Tax can be found in the Capital Account while any loan charges 

etc. will be found on the balance sheet.  

When looking at profit you should consider profit trends over the past 5 years. Excluding 

SFP figures from profit will give a better picture of how the actual farm business is 

performing. Depreciation will give an idea of how much is required for reinvestment in 

machinery.  

Does Profit + Depreciation cover cash needs of the business? 

If this is not the case there can be a number of factors contributing to this. These could 

include: 



 A low Gross Margin- this could indicate technical inefficiencies such as low 

lambing percentage, or low growth rates. High feed costs for low sale value could 

also contribute. 

 High fixed costs- business’s which are highly mechanised will have high 

machinery costs 

 A lack of scale may also be the cause.  

Kev then explained a useful benchmarking tool which can be easily carried out at home 

to appraise your business.  

By expressing key parts of the accounts as a % of total output business’s can be 

compared year on year and between business’s regardless of size.  

He used some fictional figures as an example.  

 % Gross output (excluding SFP) 

                                        Mac Mac  
 

Eg, fixed costs 
£112,900 
£151,250 

=75% 

£                                              % 
100 
45 
55 
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0 

Output                         151,250 

Variable Costs              68,007 

Gross Margin                83,243 

Fixed Costs                 112,900 

Profit (loss)                 (29,657) 

 

 % Gross output (excluding SFP) 

                                        Mac Mac Top 25%** 
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Output                         151,250 

Variable Costs              68,007 

Gross Margin                83,243 

Fixed Costs                 112,900 

Profit (loss)                 (29,657) 

 ** for LFA Beef and Sheep farms 2013/14 (FAS Data) 

This give a good indication of where any issues may lie. Further splitting up information 

in the accounts into enterprise margins then starts to give an even more meaningful 

picture of the strengths and weaknesses of the business and where improvements or 

changes are required.  

CAP Reform  

Jennifer gave an overview of some of the most recent CAP updates and how these may 

affect the group.  

The most recent announcement from the Scottish Government was the decision 

regarding the “base year” for allocation of entitlements. Initially it was proposed that 



entitlements would be allocated on “the land claimed in 2013 or 2015 whichever was 

less”. It has now been decided that that entitlements will be issued on the area 

claimed in 2015. If you have been submitting an IACS (including in 2013) even if you 

had no entitlements you will automatically be allocated entitlements on the ground 

declared on 2015 IACS.  

This could potentially have implications for those who rely on seasonal ground if 

Landlords decide to take it back in hand. Rules on active farming impose a minimum 

stocking rate on region 3 ground but not for region 1 or 2. “Active farming” in these 

regions will be defined as “keeping land in agricultural condition”. More clarity on this is 

required. 

The National Reserve is now open to applications with 3 main categories as to who can 

apply. These are 

 Farming in 2013 but did not submit an IACS you will not automatically be issued 

entitlements. They will have to apply to the reserve and be able to  prove 

farming activity in 2013. This could farm accounts or sales receipts or invoices.  

 New Entrants to farming  since 2013 will also be eligible to apply to the reserve 

 Business’s that were issued low entitlement value in the last national reserve 

can also apply in order to ‘top up’ their entitlement value to the national 

average.  

Pillar 2 – SRDP 

Some of the SRDP schemes are now open to applications. The final guidance for many 

is as yet unavailable and all schemes are still subject to EU approval. 

Agri-environment/climate scheme  

 Agri-environment schemes are open to application from ‘spring 2015’ with a 

closing date of the end of May 2015 

 Full details are expected by 6th February 2015 

 Can go to rural payments online and enter your farm code- this will give you a list 

of potential options 

New Entrant Grants 

 New Entrant Start up Grant  is an award of up to £55,000 (non match funded) 

to be eligible the following criteria must be met 

o  you must be less than 41 years of age  
o  you must have, for the first time, set up as head of an agricultural 

business (either as a sole trader, as an equal partner with other young 



farmers, as the majority partner with other farmer(s) or crofter(s) or as the 
majority shareholder in a company  

o you must have been head of that business for no more than two years 
o you must have registered your business with Scottish Government 

 Could be used to buy stock, land, improve infrastructure 

 Applications open now, closing date for first application round 30th April 2015.  

 There is an approximate budget of £8m and will be allocated on a “first come first 
served” basis. If there is enough suitable applications in the first round there is 
potential that the money could run out by the end of this year. 
  

 

 New Entrant Capital Grant 

 The scheme is open to farmers and crofters who have been head of an agricultural 

business for up to five years before the application for support. 

 Capped Individuals up to £25,000 groups up to £125,000 

 80% grant if under 41 in LFA area 

 60% grant if over 41 in LFA area 

 There will be £2m available each year  

SRDP schemes still subject to approval by the EU so there may be some changes. Any 

applications submitted prior to the EU approval will be given opportunity to amend 

anything if necessary.  

Schemes are likely to be highly competitive due to limited budget so robust business 

plan will be needed for capital grants.  

In order to be able to apply for any of these schemes including the new Basic Payment 

Scheme you will have to register online. If you work through an agent such as SAC they 

may be able to do this for you.  

 

Succession Planning , Alastair Dale- Dales Solicitors, Galston 

Alastair opened his presentation by reminding the group that there is no correct time to 

startmaking plans for succession – unforeseen eventsand individual circumstances may 

dictate when this is discussed. He than asked the group how many people had a Will 

and how many people had a Power of Attorney, emphasising the importance of both of 

these- regardless of age. As well as it being important to have these it is equally 

important to review these reasonably frequently – suggestion every 5 years.  

 

 



Wills 

It is important to appoint an executor for your will, Alastair recommended a minimum of 

2 people, usually it is best that these people are around the same age you or younger 

and most important they are people you can trust to ensure your wishes are carried out 

- regardless of self interest.  

Alastair also urged caution in appointing professional organisations as your executors 

since there can be significant costs in using such services.   

It is important to consider what you wish to do with your assets when writing your will. 

This is particularly important when a farming business is concerned. Where there are 

more than one child in question he pointed out the difference between being equal and 

being equitable. Where someone wishes to treat all of their offspring equally this often 

results in the business and assets having to split and often sold resulting in the demise 

of the farming business. If you wish the farming business to survive it may be much 

harder to keep things equal between siblings.  

When situations like this occur it is important to remember that everyone is entitled to 

Legal Rights. If a child feels they are being unfairly treated in a will they could choose to 

exercise their Legal Rights. This would entitle them collectively to one third of the 

deceased’s moveable estate (money, shares, furniture etc.) on the death of their first 

parent and one half of the movable estate of the second parent collectively between the 

children.  

If assets have been gifted during lifetime then you can get a child to revoke their legal 

rights.  

When making a will it is also important to consider whether your plans are tax efficient.  

It is also important that title deeds are checked before writing your will.   Where land is 

owned in jointly, there may be a clause in the title to say that the land is to be inherited 

by the survivor of the owners. Such a survivorship destination in a title will override the 

provisions of your will in this regard.  

Power of Attorney 

Alastair emphasised that granting a Power of Attorney is not just for the older 

generation and is important to be done sooner rather than later as you need to have 

capacity to grant. Power of Attorney is generally split into two parts: 

o Continuing Power of Attorney allows your nominated person(s) to continue to run 

your business and financial affairs should you become incapacitated. This 

includes everyday things like paying bills.  



o Welfare Power of Attorney allows nominated person(s) to make welfare and 

healthcare decisions.  

o Power of Attorney does not allow changes to be made to a Will once capacity is 

lost.  

Inheritance Tax  

Currently everybody in the UK is entitled to £325,000 zero rate inheritance tax relief. 

Anything over this value is subject to 40% tax rate. There is no inheritance tax between 

spouses and the zero rate relief is carried over. e.g. a Husband can pass all assets to 

his wife with no inheritance tax, his tax relief is then carried over allowing the wife to 

pass £650,000 at the zero rate. 

For farming businesses there is the potential for 100% tax relief on farming assets as 

well as additional business property relief, so long as certain criteria are met. This can, 

however, be brought under scrutiny by the inland revenue and this can be a long 

process. It is not uncommon for the Inland Revenue to dispute whether the farmhouse 

should be included either because it was too large for the size of the farm or because 

the ‘business decisions’ were not made in the farmhouse.  

Where assets are gifted during lifetime inheritance tax is avoided if the person survives 

for 7 years after making the gift – known as a potentially exempt transfer.  

Gifts made during lifetime are, however, subject to Capital Gains tax though it is 

possible for this to be deferred to the successor by way of a “hold over election”. 

Overriding advice from Alastair was that, notwithstanding his general overview of the 

some of the key areas and potential pitfalls of succession planning in a farming 

business, everyone’s circumstances are different and it is therefore important to take 

both legal and accountancy advice on your own circumstances at an early stage and 

frequently thereafter. 

 

Dates for your Diary 

As usual the next meeting will be after lambing time and is likely to be around May. If 

there are any comments or suggestions for future meeting topics please get in touch 

with Chris, Jennifer or a member of the management group.  

 


