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New Rollover Relief time limits
Over the years, many of our clients have lost land under 
Compulsory Purchase Orders (CPO’s) for transport infrastructure 
projects such as the M40, A43 improvements and A14. Now many 
are affected by HS2, the Huntingdon bypass and the 
East West railway.

Situations differ, but we find many farmers wish to claim Rollover 
Relief to avoid paying Capital Gains Tax on the compensation 
received.  This is achieved by reinvesting all of the compensation 
into new assets, such as land.  Please note where not all of the 
compensation is reinvested, the relief is restricted.

With a CPO a wider range of new reinvestment assets can qualify 
for Rollover Relief, for example let land and buildings can qualify.

Currently, landowners can claim Rollover Relief on new assets as 
long as they are acquired between one year before and three years 
after the sale of the old asset.  HM Revenue and Customs (HMRC) 
have recently confirmed that (at their discretion) landowners 
affected by compulsory purchase may have longer to rollover the 
capital gain, extending the time limit to three years before disposal 
and six years after.

This is very welcome news as landowners affected by compulsory 
purchase often find strong competition for farmland near large 
compulsory purchase schemes, making it difficult to find suitable 
replacement land within the timeframe. 

It can also takes years for compulsory purchase compensation 
to be negotiated.  The effective date of disposal is when the 

compensation is finally agreed. This affects the time limits for 
reinvestment (see example 1).

Examples where HMRC discretion could be available (but not 
guaranteed) include:

1. Land is lost to HS2 in late 2017, with replacement land 
 bought in 2018 but the compensation not agreed
 until 2027, or

2. Land sold in 2015 but compensation only agreed in 2017 and 
 replacement land not acquired until 2022.

Each case will be determined on its own merits.  We always advise 
clients looking to extend their rollover period to retain proof of 
attempted purchases over the years e.g. offers in writing and 
instructions to agents, as evidence to present to HMRC. Provisional 
rollover claims can be made if reinvestment is likely, but not made 
by the time the tax is due.

Please note that HMRC discretion also applies to Rollover Relief 
claimed under normal circumstances, where there is a valid reason 
that land could not be disposed or acquired within the usual 
time frame. 

There are many potential pitfalls within the detail of Rollover Relief 
legislation.  Please get in touch if you are looking to sell land or are 
affected by a Compulsory Purchase Order.  We would be pleased 
to advise on your specific position.

HMRC are getting more sophisticated with their lines of enquiry, 
and are also now looking at cross tax enquiries (for example 
looking at Income Tax, VAT and PAYE etc. in one go).  Taxpayers 
need to be aware of this and ensure that if HMRC approaches 
them for information, they discuss this with their accountant to 
make sure that HMRC’s requests 
are ‘reasonable’.

So, what is reasonable? Reasonable means being “fair, sensible, 
logical and proportional”.  HMRC really need to be asking a specific 
question or raising a specific issue or area of concern rather than 
requesting all the records, for example invoices, bank statements 
etc., for a given period or quarter. If HMRC were just asking for a 
general list of information, we would go back to them to identify 
what their specific questions were or what is their given area 
of concern. 

HMRC are also cross-referencing to third party information, for 
example information provided by banks with regard to interest 

What is reasonable?

received, local authorities with regard to planning applications 
and the Land Registry to identify property sales.  In order to protect 
yourself from future enquiries it is important to make sure that as 
much detail as possible is included on your tax return to explain a 
particular transaction.  By making adequate disclosures on your 
tax returns, the time HMRC have to open an enquiry can 
be reduced.

The professional costs of dealing with an enquiry can be significant 
and so you should review whether your insurer provides cover.  
As with all insurances, you need to advise your insurer as early 
as possible if you intend to make a claim, to make sure that your 
claim is accepted.

Please contact us if you are concerned about enquiries being 
made by HMRC, as they may not have the power to be making the 
enquiries and might be asking for information that goes beyond 
what is ‘reasonable’.



Employer minimum 
contribution Employee contribution Tax relief on employee 

contribution
Total minimum 

contribution

Until 5 April 2018 1% 0.8% 0.2% 2%

6 April 2018 – 5 April 2019 2% 2.4% 0.6% 5%

6 April 2019 onwards 3% 4% 1% 8%

Farmers face increasing uncertainty on many fronts. Resilience 
demands careful management of numerous risks.  The Ellacotts 
team has privileged access to many farming businesses; we take this 
opportunity to share some of the good, and not so good, lessons 
some of our clients have learned over 2017. 

Security is vital, as is a back up plan
Whether farm biosecurity (notably TB and Avian Influenza), control of 
keys and passwords, computer back ups, or being alert to financial 
scams, security is vital.  On the latter, talk to your bank, and your 
insurer, to ensure you have minimised your exposure to risk.

Keep your staff happy and safe
Staff contracts, National Minimum Wage, pensions Auto enrolment, 
and Benefits in Kind can cause confusion and friction with staff, and 
potentially with HMRC.  The Ellacotts payroll team would be pleased 
to talk to you about your payroll obligations if you have any concerns.

Ensure you comply with best Health and Safety practice.  Your insurer 
and the ACAS website can help.

Insist on written agreements, read and understand them
A well-written Partnership Agreement minimises the friction 
within the business; sadly, we often meet farmers confused by the 
agreements they have signed.  This can cause major problems.
Contract farming and share farming agreements can cause 
disagreements, particularly when results fluctuate.  The impact and 
treatment of a loss is often misunderstood- if one party has drawn too 
much on account of the result, will they actually repay the excess?

Have you read your banking mandate recently? When does your 
bank manager expect to see your year end accounts, budgets, and 
business plan?  

We encourage clients to be as open as they are comfortable with 
regarding the terms of their Wills, to avoid shocks and 
family friction.

If the current contributions from you and your employees already 
meet the minimum requirements for April 2018 and April 2019, you 
do not have to take any action. 

Tips for farmers

Review your insurance
Employers’ Liability insurance is mandatory. Speak openly with your 
insurer and discuss the cover you need.  Accidents do happen, and 
inadequate insurance cover could leave you open to costly 
legal claims.

Price movements
What is the potential impact of currency and interest rate movements 
on the business? Talk to your bank about managing these risks, and 
consider your buying or selling strategies to minimise the impact of 
market movements.

Are you eligible for any grants?
Useful amounts of grant funding can be available via LEADER 
and other schemes (see https://www.gov.uk/guidance/rural-
development-programme-for-england-leader-funding).  A well-
presented application for a project to boost farm diversification, 
rural tourism, farm or forestry productivity, amongst other aims, is 
time well spent.  We would urge you to consider associated VAT and 
tax matters at the outset, before applying for any finance, grant, or 
planning permission.  Your presentations to the planners, HMRC, 
grant committees, bank etc. must all be consistent. 
 
Winter is a great opportunity for some business housekeeping; do 
contact us if we can help you to avoid any of these pitfalls, or achieve 
any of these wins.  We will be pleased to help.

If you have any questions on Auto enrolment, please do get in touch.

Auto enrolment increases in 2018 and 2019
Auto enrolment has been being implemented since April 2012.  By 
law, Auto enrolment minimum contributions will increase in two 
phases: 6 April 2018 and then again on 6 April 2019.

Currently, the minimum pension contribution is a total of 2% on the 
standard contribution basis. This will rise to 5% in April 2018 (of which 
employers must pay at least 2%), and again to 8% in April 2019 (of 
which employers must pay at least 3%).

It is important to start thinking about the increases and these key 
dates. Your payroll team will need to be prepared and ready to make 
the necessary adjustments, as will your IT department if you have 
bespoke payroll software. 

If you use Ellacotts payroll services, these changes will be applied 
automatically, and we will correspond with you directly 
where relevant.

Some pension providers will be writing to your employees. However, 
it is good practice for you to communicate this change to your 
employees. The Pensions Regulator has provided a template 
letter for you to use: http://tpr.gov.uk/docs/minimum-pension-
contribution-increases-letter-phasing.pdf 

From 6 April 2018 and 6 April 2019, you must make at least the 
‘employer minimum contribution’ shown in the table below. This 
is based on an employer calculating their minimum pension 
contributions on qualifying earnings.  These percentages can vary if 
an employer calculates contributions using different elements 
of pay.



Yield – average per Hectare

2017 Harvest 2016 Harvest Change %

Winter Barley 7.55 7.10 +6.33

Spring Barley 6.55 6.20 +5.65

Winter Wheat 9.40 8.45 +11.24

Oilseed Rape 3.71 3.01 +23.26

Following the announcement by HMRC that farmers can now use 
Farmers’ Averaging Relief over five years or the original two years 
for the 2016/17 tax year onwards, we are considering eligibility and 
potential tax savings for all clients. 

For many farmers eligible for averaging, the new five-year relief has 
resulted in large savings of tax, often into thousands of pounds. These 
tax savings are a result of the high profits of the 2012 harvest seen in 
the 2012/13 tax year being averaged over the five years to 2016/17. 
The intervening tax years saw farmers struggle with low profits and 

The Patent Box regime was conceived as an incentive for companies 
to commercialise their intellectual property (IP) in the UK. The more 
familiar Research & Development Tax incentives regime having 
encouraged companies to create IP since April 2000, the Patent Box 
regime is aimed at the subsequent commercialisation of that IP 
within the UK.

Phased in from April 2013, Patent Box Relief provides a reduced rate 
of Corporation Tax for companies exploiting patented inventions or 
other innovations protected by certain intellectual property rights. 
Patent Box Relief is designed to enable companies to reduce the 
effective rate of Corporation Tax for qualifying profits to 10%.

This reduced rate applies to a proportion of the profits derived 
from the licensing or sale of the patent rights or from the sale of the 
patented invention or products, which incorporate the patented 
invention. Profits derived from routine manufacturing, development 
or exploitation of brands and marketing intangible assets 
are excluded.

The hot days of the summer came too early, limiting yields, 
particularly of spring crops.  Unsettled weather then prolonged the 
harvest. Our early observations of 2017 harvest, compared to 
2016, are:

Farmers’ Averaging - two years or five years – is it beneficial for you?

Patent Box

Early observations of 2017 Harvest

even losses. Averaging the high profits from 2012/13 has brought 
many farmers out of higher/additional rate tax (40%/50%) and down 
in to the basic/higher/additional rate tax (20%/40%/45%), achieving 
large tax savings.
 
The Farmers’ Averaging computations are complex and non-
specialist accountants can struggle with them. If you would like more 
information or would like to check your eligibility, contact us today.

Innovation in agriculture is improving performance, yields and profits.  
The Patent Box regime could provide significant tax savings for 
the industry.  

Today’s farmers require the latest equipment and technology with 
some of the most successful farming machinery actually being 
developed on the farm. The Patent Box regime may apply to more 
ideas than you initially think. 

The regime applies to accounting periods beginning on or after 1 April 
2013.  As the regime is only open to companies, innovative farming 
businesses may wish to consider incorporating to take advantage 
of the regime. The UK government acknowledges that introducing 
the regime is likely to increase the incentive to incorporate and are 
encouraging businesses to take advantage of the special tax relief.
We are already exploring this with some of our existing clients and 
can work with you in preparing and submitting a claim to maximise 
your prospects of benefitting from this potential tax relief.

Barley
Spring barley yields have been poor again this year, giving farmers a 
difficult choice of spring crops for 2018. 

Wheat
Lack of sunshine at the right time and some areas of 
drought-stressed crop produced variable yields.  However, some 
of our farmers are reporting average yields in excess of ten tonnes/
hectare.

Oilseed
Clients are reporting significant increases in yield, back to around five-
year average.  Expected lower yields from areas such as Canada are 
likely to move prices above 2016 levels.  Some new hybrid varieties 
have performed very well, exceeding five tonnes/hectare.

Other crops
Yields of beans and peas have been variable. Prices have been under 
pressure due to oversupply with large areas planted, due to the three-
crop rule.

Outlook
Currency fluctuations are still having a significant impact on grain and 
oilseed prices, these generally remaining positive. This should result 
in Basic Payments being high again this year- last year’s having been 
16% up on the previous year due to exchange rate movements.
Brexit is still causing uncertainty in the market place and is likely to 
continue to do so. 

Banks still seem to be supporting agriculture and specialist managers 
are well aware of the issues and demands facing their agricultural 
clients.  Monitoring and controlling cashflow remain critical.  We have 
been helping a number of clients move long-term overdrafts to loans 
on relatively favourable terms.

We will be providing full details of our benchmarking figures for the 
2016 harvest later this year and early 2017 harvest results will be 
in our winter 2017 newsletter edition.  We will again be holding a 
benchmarking event (details on back page) to present the results.



Information of readers:
This material is published for the information of clients. It provides only 
an overview of the regulations in force at the date of publication, and no 
action should be taken without consulting the detailed legislation or seeking 
professional advice. Therefore no responsibility for loss occasioned by any 
person acting or refraining from action as a result of the material can be 
accepted by the authors or the firm.
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Meet some of our Agricultural team

We have had a busy summer of events, most recently attending 
the Blakesley Show, Bucks County Show and Moreton in Marsh 
Show.  It was great to see so many clients and contacts at these 
and other events over the summer.

At the Blakesley Show, we ran a cryptic puzzle competition, with 
a prize of a Kindle Fire.  We are delighted to announce that the 
winner was Rachel Parry.

Benchmarking seminar 
This autumn, we will once again be hosting a Benchmarking 
seminar for our farming clients on Thursday 2nd November at our 
Kettering office. 

We will reveal, amongst other things, a summary of our farming 
clients’ 2016 Harvest data, early observations of 2017 Harvest data 
and examples of successful non farming business income streams.
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We will also show you how to monitor your cash requirements 
particularly using “what if” scenarios for commodity prices and 
levels of uncertain Basic Payment.

If you would like to attend, please contact Rosie Parish 
on 01536 646000 or rparish@ellacotts.co.uk. 


