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Welcome to this (first) issue of Land 
& Rural Review, also my first issue 
as editor and as head of the firm’s 
Landed Estates and Rural Business 
Group.

Many businesses, whether or not they are rural or land-
based, have been hit by the double blow of the pandemic 
and Brexit. In the autumn of 2020, we carried out a survey 
of landed estate and rural business clients, to find out how 
they were faring. The feedback we received was perhaps 
better than we had anticipated: despite the enormous 
business disruption and upheaval caused by the pandemic 
(at that point), Covid-19 ranked only fifth in a list of the 
most important issues facing rural businesses. Brexit and 
trade was, overwhelmingly, the most important issue. 
Months later, for many of our clients it continues to remain 
the most important issue, as uncertainty over EU trade 
continues.

Though Landed Estates Annual Review is now Land & Rural 
Review, we feature similar articles that provide practical 
guidance and insight to support landowners and rural 
businesses through the potentially challenging business 
conditions ahead.

In this issue, we consider how landowners can capitalise 
on natural capital, given the changing subsidy system 
for farmers. We also identify opportunities for farming 
businesses that need to review their operations as grant 
funding shifts. Contract or share farming could allow 
businesses to share the risks – and rewards.   

We are very grateful to James Probert for contributing 
an article in this issue. He explains how Historic Houses’ 
1,500 member houses, castles and gardens have 
weathered the pandemic.

We feature two VAT articles: one looking at the need for 
careful cash flow management and the ways that the VAT 
system can help businesses with this, with a little forward 
planning, and another highlighting how some estate 
businesses may be caught out by the new VAT domestic 
reverse charge.

We also showcase some of the projects we have assisted 
our clients with this year: from inheritance tax planning for 
a multi-generational farming business through to advising 
on heritage assets and claiming Conditional Exemption. 

Finally, with many businesses moving their accounting 
systems into the cloud, we highlight the benefits of cloud 
accounting.

I wish you all well and do hope that you find the following 
articles both practical and interesting. 

David Chismon 
Head of Landed Estates and Rural Business Group
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Environmental gains?

Barely a day passes without us seeing news on climate change and tackling 
it is now a mainstream issue. Governments worldwide are shaping policies 
with the climate in mind and businesses are being compelled to act. One 
only needs to look at the recent surge in demand for ESG (environmental, 
social and corporate governance) investment solutions and carbon offset 
opportunities.
The Agriculture Act 2020 (the replacement for the EU’s 
Common Agricultural Policy) has now come into force 
and the Environment Bill is (still) working its way through 
Parliamentary process and is expected to be enacted by 
autumn. 

One of the main purposes of the Environment Bill 
is to introduce legally binding targets in respect of 
environmental components like air, water, waste and 
biodiversity, and to ensure we reach the government’s net 
zero ambition by 2050. This ambition is also highlighted 
in the information published in March by government 
regarding the new agricultural support schemes (the 
Environmental Land Management Schemes or ELMS). 

The Agriculture Act provides the legislative framework for 
these new support schemes, with a focus on public money 
for the much talked about ‘public goods’. Three new ELM 
schemes have currently been announced:

 y The Sustainable Farming Incentive (SFI);

 y The Local Nature Recovery Scheme; and

 y The Landscape Recovery Scheme. 

The SFI will be launched mid-2022 and will be available to 
all farmers, albeit initially only to those who were entitled 
to receive payments under the Basic Payment Scheme 
(BPS). Testing will be commencing shortly and DEFRA 
has appealed for farmers to help test the concept, which 
comes with a financial incentive for their time. Whilst this 
scheme will be open to all, payment will only be made 
for actions landowners take to manage their land in an 
environmentally sustainable way (ie going above and 
beyond the basic regulatory requirements). 

The other two schemes are expected to be competitive 
to apply for and may require collaboration between 
neighbouring landowners. 

All three schemes are intended to make a significant 
contribution towards the goals of the 25-Year Environment 
Plan and the UK’s net zero targets. 

Monetising natural capital beyond 
subsidies
There are a number of different ways of ‘monetising’ 
natural capital, which have been steadily gaining 
momentum and traction over the past couple of years. 
Some of the funding available is geographically driven 
and there are various payments available for ‘ecosystem 
services’. Bodies such as water companies are often 
willing to pay landowners to change the way that they 
manage their land, offering payments to take land out of 
agricultural production, for example, in order to reduce the 
nitrogen run-off from the land. 

Other ways of monetising natural capital include:

Carbon credits
There is now a well-established carbon credit market, 
where carbon emitting industries are prepared to 
pay landowners to carry out activities that sequester 
carbon (typically by planting forests). There are various 
requirements that need to be met and ongoing monitoring 
required to ‘create’ a carbon credit, but these tend not 
to be too onerous for those that were wanting to plant 
forestry anyway. From 2020, large companies are required 
to disclose their carbon usage. There is wide expectation 
that this will encourage more businesses to focus on their 
carbon consumption and seek to offset this.

Biodiversity net gain
A requirement is being brought into planning law that 
developments over a certain size will need to be able to 
deliver a ‘biodiversity net gain’ of 10%. What this means 

Increasing environmental awareness is overtly impacting the UK’s 
post-Brexit environmental and agricultural support policies. But is 
there profit in it for landowners?
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in practice is that either developers need to find ways 
of enhancing the biodiversity of the land in and around 
the developments they are building (such as by the 
introduction of wetlands, ponds, woods or meadows), or 
where it is not possible to achieve this full ‘gain’ physically 
on the development site in question, they will need to find 
other ways of increasing the biodiversity net gain of the 
wider local area. 

This has given rise to a market for ‘biodiversity net gain 
units’ which can be created by landowners who are in 
the same area as development sites and which can be 
purchased by developers to allow them to meet the 
planning requirements. This provides a potentially very 
attractive new revenue stream to landowners that can 
be used to take unproductive land out of agricultural 
production and put it to alternative uses.

As the ELM schemes develop, it will be interesting to 
see how government will deal with the situation where 
landowners may be paid subsidies to undertake certain 
environmental activities and where they also receive 
private money from the open market for things like carbon 
offsets. 

Tax considerations of ‘rewilding’ and 
similar schemes
Many ways of monetising natural capital involve taking 
land out of agricultural use. Currently, this creates a 
potential issue when it comes to inheritance tax and capital 
gains tax planning, as the land may potentially no longer 
qualify for Agricultural Property Relief. This issue is being 
carefully considered by our firm and the wider industry and 
it is felt that a change of legislation is required to remove 
this potential financial disincentive from undertaking 
schemes which are being encouraged by government.
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It’s now clear that, along with hospitality and live entertainment, heritage and 
the activity associated with historic sites – visiting, staying, getting married – 
will be the worst-hit sector of the economy by the Coronavirus pandemic. 
Historic Houses, the UK’s association for owners of highly 
listed houses in private hands, was set up to halt the 
tremendous destruction of country houses as ‘surplus to 
requirements’ or impractical ‘white elephants’ between the 
First World War and the 1970s.

The survival and diversification of these much-loved 
places since then is a huge success story. By 2019 almost 
30 million visits a year were made to independent historic 
houses, and they generated well over 30,000 full time 
equivalent jobs through commercial activities. Far more 
people are employed in country houses today than at the 
height of Edwardian service culture a century ago – and in 
far more rewarding and varied roles, from web designers to 
school engagement officers.

The closures and visiting restrictions that came with the 
pandemic dealt a huge blow to this thriving, but still fragile, 
sector. Average turnover in 2020 was less than half 2019; 
those places that could open received around a quarter 
of their usual footfall. Half our member properties have 
already made, or are planning, redundancies; 3,000 jobs 
are on the line. Hundreds of thousands of pounds worth 
of repair and maintenance work scheduled for 2020 was 
postponed, storing up greater problems for the future and 
adding to a repair bill already estimated at well over  
£1 billion across our membership. 

But what comes through from the member surveys 
we’ve conducted is owners’ determination to adapt to 
the challenge. Perhaps it’s in their DNA; the social and 

Doing things differently is 
what we always do
James Probert of Historic Houses explains how independent 
historic houses and gardens are weathering the pandemic.

Hedingham Castle © Hedingham Castle and Historic Houses
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economic landscape circumstances of our homes and 
gardens have been transformed beyond all recognition 
over the centuries, including more than once within living 
memory. 

Jason Lindsay, our deputy president, is descended from 
the Earls of Oxford, who built his home, Hedingham 
Castle, in the twelfth century. The Norman keep has seen 
off more serious assaults than Covid-19 in its time. But 
even in recent years drastic changes in course have been 
needed to keep these wonderful buildings standing. 

“After the Second World War my cousin had to sell farmland 
and turn her house into an old people’s home – while she was 
still living in it – to keep the roof on,” Jason told me. “But 
even that wasn’t working by the 1980s, when we inherited. In 
the last 30 years we’ve built a tourism business that attracts 
25,000 visitors a year for jousting events, and weddings 
provide 70% of the costs of staff and maintenance. 

“That’s all been on hold since March 2020 and shows no sign 
of picking up any time soon, so we’ll need to cut expenditure 
and find other sources of income. But if my predecessor 
managed to take desperate measures to keep the place 
standing, I’m determined not to be the weak link.” 

Throughout the pandemic our policy team have 
interpreted and influenced government decisions to ensure 
that the long-term interests of the nation’s heritage are 
protected. Although not perfect, state support for the 
sector has been forthcoming; we’re delighted that many 
of our member places received financial aid in October 
through the Cultural Recovery Fund. Last summer we 
achieved clarification that garden attractions could safely 
welcome visitors again. Over 150 of our member places 
did reinstate some public access – essential for the 
country’s physical and mental wellbeing. 

Independent heritage sites don’t enjoy the same 
advantages or protections as places in the care of the state 
or national charities. Most will survive, but things won’t 
be the same in the future. Amidst the retrenchment and 
recovery, we’ll see innovation and evolution. Half of our 
members have either already diversified their business 
models in light of the virus or have plans to do so. 

While the acute crisis of Coronavirus has dominated the 
agenda, in the longer term the chronic crisis of climate 
change is of far greater significance – as both a threat 
and an opportunity. That is keenly recognised by historic 
house owners; in our most recent survey respondents 

rated sustainability as their third highest policy priority 
for 2021, only beaten by Covid recovery and the real risk 
of a counterproductive approach to taxation on heritage 
assets in the face of much tighter public finances. The UK’s 
hosting of COP26 in the autumn will be the culmination of 
a year of opportunities to highlight the leading work that 
our houses are doing to reduce carbon use and promote 
sustainability. 

The Covid-19 crisis has illustrated the power and value 
of our self-help association. We help our member houses 
share and use the tools that will support their survival 
and recovery. But it’s the great country house tradition 
of changing everything in order the keep these beautiful 
places looking the same that will be the salvation of our 
sector.

historichouses.org

Historic Houses: key facts
 y The UK’s largest association of 

independently and privately-owned 
heritage.

 y Around 1,500 mostly Grade I and II* listed 
member houses, castles, and gardens.

 y Most are still lived-in family homes.
 y Hundreds more open for everything 

from weddings to guided tours, filming to 
accommodation, conferences to festivals.

 y It supports members with lobbying and 
representation, technical advice and 
guidance, and marketing and promotion.

James Probert 
Director of Marketing & Development,  
Historic Houses
E: james.probert@historichouses.org



In this article, we highlight various 
VAT reliefs that can provide cash 
flow savings to businesses, including 
instalment payments for deferred 
VAT liability and accelerated approval 
for partial exemption methods. 

Deferred VAT liability – instalment 
payment
In 2020, HM Revenue & Customs (HMRC) announced a 
number of VAT support measures to help UK businesses 
adversely affected by the Coronavirus pandemic. 

This included allowing UK businesses to defer VAT 
payments due between 20 March and 30 June 2020. 

The liability had to be paid in full by 31 March 2021, 
however in February 2021, HMRC said it would allow 
payment by instalment. To benefit from the instalment 
scheme, businesses must have opted in before 21 June 
2021. 

The new measure gives businesses the chance to pay their 
deferred VAT liability over a maximum of 11 instalments. 
The first instalment payment is made as part of the opt-in 
process and thereafter equal monthly payments will need 
to be made (typically by direct debit, unless other specific 
payment arrangements are made with HMRC). By 21 June 
2021 (the deadline for opting-in), the outstanding balance 
will need to be paid over eight instalments.

For businesses that face ongoing cash flow issues due to 
the pandemic and lockdown, and are struggling to pay 
their VAT liabilities, the opportunity is still there to discuss 
with HMRC additional time to pay arrangements. We 
would encourage businesses to speak with HMRC as soon 
as it is identified that settling a VAT liability by the due date 
may be an issue.

Partially exempt businesses can vary their 
recovery methods
HMRC has introduced an accelerated process for VAT 
registered businesses to request temporary alterations 
to their partial exemption methods (including combined 
special methods for partial exemption and non-business 
apportionments) to reflect changes to their business 
practices because of the Coronavirus pandemic.

The accelerated process applies where business activity 
has changed as a result of Coronavirus, but is expected 
to recover in due course. Where this is the case, HMRC is 
likely to accept proposals that use representative income 
streams from the previous tax year or projected income 
for a delayed activity to get a fair and reasonable recovery 
rate. 

The onus will be on the taxpayer to demonstrate in its 
submission to HMRC that the requested changes seek 
to address the impact that lockdown has had. An HMRC 
Brief outlines some of the detail around submitting a 
variation request by email and the evidence that is needed 
to support the position.
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Can the VAT system aid 
business cash flow?
Thanks to the pandemic, managing cash flow is  
more important than ever for business owners.



Businesses that have already agreed a special partial 
exemption method should review their position now, 
to take advantage of this accelerated review process. It 
should be noted that HMRC considers the pandemic to 
be an exceptional circumstance, meaning a variation to a 
partial exemption method may have retrospective effect, 
with HMRC’s approval.

Businesses that have not agreed a special method (ie they 
use the standard method) may not see the benefit of this 
opportunity and HMRC is encouraging them to rely on 
the standard method override to make input tax recovery 
adjustments, which is only available if the under-recovery 
using the standard method is significant. Such businesses 
may instead decide to apply for a special method, however 
that may not be reviewed and approved by HMRC under 
the accelerated process and may take some time to agree. 
The important point to note is that an application for a 
special method needs to be made within the tax year to 
which it relates. Therefore, the application for the period 
commencing on 1 June 2020 needs to be submitted 
before the end of May 2021.

Other cash flow measures 
We have highlighted some other items that may be of 
interest to businesses looking to find ways to improve cash 
flow position, as follows:

VAT bad debt relief 
Businesses that have not been paid by their customers for 
more than six months after the due date of payment, can 
claim relief from the VAT paid to HMRC on the bad debts.

The claim is made through reducing the output tax amount 
in the current VAT return. 

On the other hand, if a business has not paid its suppliers 
for over six months, a corresponding input tax adjustment 
to repay input tax claimed must be made. 

Where the Covid-19 deferral measures have been utilised, 
careful analysis of the availability of VAT bad debt relief is 
required. 

Demands for payment in place of VAT invoices
Businesses should review whether their invoicing process 
is VAT efficient, especially in relation to a property letting 
business, where demands for payments are a common 
mechanism for landlords to eliminate VAT cash flow costs. 

VAT is payable on recurring rental income by reference to 
the earlier of payment date or issuing a VAT invoice. It is, 
therefore, possible for rent demands/requests for payment 
to be issued without creating a tax point. This means that 
if landlords do not receive payment as normal, then the 
payment of VAT can be deferred until tenants are able to 
pay. A VAT invoice should be issued by the landlord once 
payment has been received.

Cash accounting
Businesses that have a taxable turnover of £1.35 million 
or less can switch to cash accounting at the start of a 
VAT accounting period. Under this scheme, VAT on sales 
is accounted for when payment is received and this is 
beneficial in a context where customers are delaying 
payment of invoices. However, VAT is recoverable only 
when purchase invoices have been paid, and so this may 
impact VAT cash flow savings in cases of expenditure with 
longer payment terms. 

Conclusion
Businesses should review whether one or more of the VAT 
measures we have outlined in this article can be utilised 
to improve their cash flow position, including some basic 
housekeeping and process improvements. Any strategies 
employed should be evaluated to avoid any compliance-
related risks moving forward.

Land & Rural Review
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The changing face of 
agricultural subsidies

UK farmers have had plenty of notice about the tapering of Basic Payment 
Scheme (BPS) grants, with the introduction of the Environmental Land 
Management Schemes (ELMS) just around the corner. As the phasing out of 
BPS starts to take effect, many have used the change as an opportunity to 
step back and assess the profitability and future direction of their farming 
operations. Is it time for a change? In this article we consider some options 
available to farmers who may be considering their next steps as grant funding 
shifts. 

One of the ways that business owners might consider 
reshaping the basis of their farming operations is via 
contract farming or share farming arrangements.

A contract farming agreement (commonly referred to as a 
CFA) is a contractual arrangement whereby a landowner 
provides the land and incurs the financial costs of inputs 
such as seeds and fertilisers, whilst another party provides 
contracting services – for example planting, spraying and 
harvesting. The landowner receives all the income from 
the operation, whilst the contractor is paid a fixed fee to 
undertake the work required. If there is a surplus at the 
end of the year, this is divided between the two parties on 
a pre-agreed basis. 

A CFA will often mean that the landowner can sell now-
redundant machinery and release cash. Farm machinery 
is typically not chargeable to capital gains tax (CGT), 
but taxpayers should be aware that a capital allowance 
balancing adjustment may arise on the disposal of the 
equipment. This may have income tax or corporation tax 
consequences, depending on the structure of the farming 
operations. 

The implementation of a CFA can also potentially retain 
inheritance tax (IHT) reliefs on the land being farmed. 
Careful drafting of the CFA will be required and the 
terms of the CFA need to be implemented to make sure 
that the arrangement does not cause unintended IHT 
consequences. 

On the other hand, a share farming agreement usually sees 
two landowners pooling their land areas and farming them 
collectively, thus sharing in the expenses and profits of the 

enterprise. This means that there are no fixed inputs or 
outputs and there is a greater degree of inherent risk for 
both parties. However, the landowner should be able to 
retain existing IHT reliefs on the land being share farmed.

Alternatively, taxpayers may take a wider view and wish to 
consider whether the changes present a fork in the road 
for the operation of their business altogether. An outright 
sale of an entire business is unlikely to fit in with many 
families’ plans for succession and continued ownership of 
farms that have been held by one family for generations. 
But might this be an opportunity to review the ownership 
of land, potentially selling off small outlying parcels of 
farmland, or exploring sites with development potential on 
the edge of existing areas of residential and/or commercial 
property? 

The key tax to consider when selling land is CGT. 
Taxpayers may find it helpful to bear in mind the rules 
relating to small part-disposals. These rules state that 
where part of a land holding is sold, an election can be 
made such that the transfer should not be treated as a 
disposal for CGT purposes. There are three conditions 
which all must be satisfied:

 y Consideration does not exceed 20% of the market 
value of the entire holding at the time of the sale or 
transfer; and

 y Consideration does not exceed £20,000; and

 y Consideration for all transfers of land made by the 
taxpayer in the tax year in question does not exceed 
£20,000.
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The changing face of 
agricultural subsidies 
will present an 
opportunity for many 
farmers to review their 
businesses. Where a 
scaling down or scaling 
up of operations is 
being considered, it is 
important to seek tax 
advice.

Where these conditions are all satisfied, the taxpayer can 
deduct the consideration from the allowable expenditure 
on the landholding in computing a gain arising on any later 
disposal of the land. This small part-disposal rule may be 
helpful in cases where outlying parcels of land are sold.

If an outright disposal of a business or a separate part 
of the business, including the farmland, emerges as a 
possibility, the taxpayer (or taxpayers) could consider 
whether the conditions for Business Asset Disposal Relief 
(BADR) may be met. This relief, which is the less generous 
replacement to Entrepreneurs’ Relief, allows for the first 
£1 million of capital gains arising on qualifying disposals 
to be taxed at a reduced rate of 10% CGT. It is also worth 
bearing in mind that a BADR-qualifying disposal may also 
arise on the gift of a business to a connected party for 
CGT purposes, for example, a son or daughter. Taxpayers 
could therefore crystallise a capital gain at lower rates of 

CGT whilst ensuring that an asset remains in the family: 
although should be mindful that if the gift is made for nil 
consideration, the resultant tax charge will need to be 
funded from elsewhere. 

Overall, it is likely that the changing face of agricultural 
subsidies will present an opportunity for many farmers to 
review their businesses. Where a scaling down or scaling 
up of operations is being considered, taxpayers should 
seek tax advice to ensure that the costs and benefits of 
making any changes are fully reviewed to enable well-
informed decisions to be made for the future. 

Lucy de Greeff 
Senior Manager, London
E: lucy.degreeff@saffery.com
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Our expertise

Inheritance tax planning
We advised a multi-generational farming family that  
faced significant inheritance tax (IHT) exposure. This  
was an area of concern for the family.

We advised on how to restructure the way the family owned their business and 
private assets. Restructuring saw all business assets moved to be held within the 
business, to benefit from full relief from IHT. A partnership agreement was created, 
to avoid any doubt over where the business asset ownership lay. A combination of 
spousal transfers, transfer of interests in the private assets into a new discretionary 
family trust, and re-designing the wills of the older generation, meant that full use 
could be made of available IHT reliefs.

This work virtually eliminated the family’s future exposure to IHT and helped to 
ensure their multi-generational business could thrive and continue for generations 
to come.

A new operating company
We advised an estate client where the majority of assets were 
owned and managed by trustees.

Despite the benefits of trust ownership, the restrictions of such ownership and 
management meant it was difficult for the trust beneficiaries, who were running 
operations on the ground, to maximise the potential from the estate property 
assets and to move quickly to exploit diversification opportunities.

We advised on the implementation of a new estate operating company to lease 
certain estate assets from the trustees. This had numerous benefits, including 
greater tax efficiency, as profits were taxed in a limited company with lower 
taxation rates, and enabled tax-efficient reinvestment of estate profits. There 
was also greater flexibility over remunerating the beneficiaries through the 
new operating company. Leases over estate properties passed management 
responsibility and investment decisions to those running the business on the 
ground.

The owners of landed estates and other rural businesses can face complex 
tax issues with the assets they own, their businesses, and family transactions. 
Often, what is right for one tax is wrong for another. Below are some 
examples of projects we have recently assisted clients with:
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Selling development land
Our client had a trading company that owned land with 
development potential and wanted to continue with the 
trade in the company but also sell the land for development.

We advised on a demerger of the development land into a new limited company 
with the same ownership as the trading company, without any tax implications. 
This was achieved through the transfer of a business ‘undertaking’ to the new 
company. It also ensured that the risk associated with the development was 
ringfenced from the continuing trading business.

Once planning permission was granted, the ‘undertaking’ in the new company 
was ceased and the land sold to a developer. We successfully achieved our client’s 
objectives: they continued to trade and benefitted from the ‘windfall’ from the 
sale of the land, the profit from which was subject to tax at lower capital gains tax 
rates, as it was extracted as part of the liquidation of the new company.

The impact of carbon offset
Our estate client was approached by a company about 
a long-term lease over some of their hill ground. The 
company wanted to use the land to manage its carbon 
offset requirements. Overall, the land in question is a relatively modest area for 
the estate, but as the agreed price was considerably greater than agricultural 
value, this has led to discussions around how that might impact the value of the 
estate’s other similar land by creating additional ‘hope value’. 

This has necessitated plans to ensure that the other land continues to qualify for 
Business Property Relief, as this relief can exempt hope value rather than merely 
agricultural value, which is important due to potential IHT charges, as the land is 
owned in trust. 

Heritage: Conditional Exemption
We advised a large estate client on succession planning. A part 
of this planning included a claim for Conditional Exemption on 
a large heritage property. We liaised with HMRC and Historic 
England in establishing a Heritage Maintenance Fund to support the property and 
in doing so further mitigated the IHT exposure on income generating assets that 
would not otherwise qualify for IHT relief. 

Although the potential IHT savings are substantial, this process is still a sensitive 
one for the family involved, due to the process of agreeing access to the public 
and examining the property and chattels, as this remains their current family 
home. 



12

The VAT domestic reverse charge (DRC) within the construction sector has 
been introduced with effect from 1 March 2021. Despite pressures from the 
sector and professional bodies, HM Revenue & Customs (HMRC) resisted 
calls for the implementation to be postponed again (having already delayed its 
implementation twice before) or even shelve it altogether.

The DRC is a measure designed to tackle VAT fraud in 
supply chains identified as being particularly vulnerable 
to fraud. The measure has already been introduced in 
other sectors with the same anti-fraud purpose. However, 
many commentators are sceptical about the potential 
effectiveness of the DRC with respect to tackling fraud in 
the construction sector.

What is the domestic reverse charge?
The DRC is a mechanism that shifts the obligation 
for accounting for VAT on a supply to the customer. 
Essentially, the customer charges themselves the VAT and 
pays it to HMRC through its VAT returns. The supplier is 
therefore not charging or collecting VAT from its customer.

In the construction sector, the scope of the DRC covers 
construction services reportable under the Construction 
Industry Scheme (CIS), and it applies where services are 
supplied to parties who are VAT and CIS-registered and 
who are making an onward supply of construction services 
to another party.

If the recipient of the service is not VAT or CIS-registered 
(and is not required to be), and is not making a supply of 
construction services, it is likely to be considered an ‘end 
user’. Supplies to end users are not subject to the DRC and 
normal VAT rules apply.

The impact on landed estates
Some landed estates will need to be mindful of the 
DRC in the construction sector. However, for the most 
part, estates will be end users and therefore supplies to 
them by third party builders or maintenance businesses 
will continue as normal as far as the VAT accounting is 
concerned.

Those landed estates that include development companies 
within their structure may have more to consider.  
A CIS-registered development company that is receiving 
a supply of construction services (subject to the standard 
or reduced rates of VAT) may not be an end user in these 
circumstances, unless it is developing for itself. The 
question to ask would be, is the development company 
itself supplying a construction service, perhaps as the 
main contractor, to another party? If it is, and it is VAT and 
CIS-registered, then the construction services it buys in 
will be subject to reverse charge VAT and it will have to 
self-account for the VAT on the supply it has received.

Construction and maintenance services supplied to 
estates in respect to rental properties will likely be 
unaffected by the changes. Even in situations where the 
landlord is deemed to be supplying on a DRC service to 
the tenant, the fact it has an interest in the same property 
as the ultimate recipient of the service means the landlord 
would likely be considered an intermediary supplier to 
an end user, with normal VAT rules applying in these 
circumstances.

The end user declaration
Regular suppliers of construction and maintenance 
services to estates have likely been in touch to ascertain 
the status of the estate within the construction supply 
chain and many have been issuing questionnaires in order 
to gather the appropriate details. Ultimately, if the party 
receiving services is not CIS-registered and is not making 
an onward supply, it will be an end user and it must 
communicate this status to the suppliers in question. This 
will involve providing a written statement to the effect the 
supplier should apply normal VAT rules.

The VAT domestic reverse 
charge: will you be caught out?
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Construction Industry Scheme
There are clear synergies between the DRC and CIS, not 
least the commonality of services which fall within the 
scope of both. Given that end user status under DRC is, in 
part, dependent on whether the party receiving a supply 
of construction services is registered for CIS or not, it is 
a pertinent time for landed estates to review whether 
there should be a CIS registration as part of overall tax 
compliance.

Contractors are obliged to register for CIS. Within the 
make-up of an estate there may well be a contractor 
whose business is construction and who pays 
subcontractors for construction work. Trusts are not 
considered to be within the scope of CIS and therefore 
registration for CIS is not required where a trust pays 
subcontractors.

Development companies within estate structures are likely 
to be required to register for CIS and to report payments 
to subcontractors on monthly CIS returns. Deductions 
from those payments will be required to be reported 
and paid to HMRC if the subcontractor is registered 

for CIS under the ‘net’ scheme. The CIS status of the 
subcontractor would, therefore, determine the nature of 
the reporting which the contractor is obliged to undertake.

It is fair to say the introduction of the DRC is not a 
popular one within the sector. In particular, the lack of 
clarity on certain aspects of the application of the DRC 
within HMRC’s technical guidance is proving frustrating. 
HMRC has suggested it will take a light touch in the first 
six months of the new regime, in terms of any mistakes 
or misunderstandings. However, what is really needed is 
comprehensive guidance that can provide comfort that 
diligent taxpayers are getting it right from the off. In the 
absence of such guidance, the sector begins accounting 
for VAT under the DRC with a degree of uncertainty and 
trepidation and so taking advice from your advisers is all 
the more important.

Nick Hart 
Director, Bristol
E: nick.hart@saffery.com

If the party receiving 
services is not CIS-
registered and is not 
making an onward 
supply, it will be an 
end user and it must 
communicate this 
status to the suppliers 
in question. This will 
involve providing a 
written statement...

Land & Rural Review
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Every cloud...
Businesses across all sectors are realising the benefits  
of moving to cloud-based accounting solutions.

The popularity of cloud accounting continues to grow, 
with many businesses moving away from more traditional 
accounting systems thanks to the flexibility offered by 
cloud-based solutions. In this article we consider some of 
the benefits of cloud accounting.
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Why move to cloud accounting?
Cloud accounting packages are user friendly. They are, 
on the whole, designed for the end user rather than for 
accountants or financial experts. They are modern, simple 
and easy to understand.

They are accessible on any device with an internet 
connection. There is no need to be situated in an office, 
or where the records are stored. For example, you can 
record your expenses while on the road via an app on 
your phone, or produce a sales invoice which is entered in 
your company books and on its way to the customer long 
before you get back to the farm or estate office.

They save time. Cloud accounting systems can link 
directly to your bank account, automatically downloading 
transactional detail and reconciling transactions, meaning 
that data input time is significantly reduced, as well as the 
risk of error. Making regular data back-ups is no longer 
required as data is automatically backed up in the cloud.

The user is provided with real time information, meaning 
that a business should be right up-to-date with its financial 
position in a couple of clicks.

They reduce cost. Where traditional accountancy 
software packages tend to be more expensive, with annual 
subscriptions payable, the new cloud-based systems tend 
to be cheaper and can cost as little as around £20 per 
month for most bookkeeping and recording needs. The 
subscription cost is payable monthly.

The ability to integrate cloud accounting packages with 
other apps which add further, sector specific functionality, 
is a huge advantage.

The downsides of cloud accounting
There are, of course, some downsides. 

The user is entirely reliant on the internet connection. 
Whilst availability of superfast broadband is spreading 
across the UK, problems with connectivity in rural areas 

are well documented. Internet connectivity is still slow, 
intermittent, or even non-existent in many rural areas.

Whilst free support is provided, unlike traditional providers 
where you may have been able to pick up the phone, 
most cloud accounting providers prefer email and online 
support, which can be slower. That said, support providers, 
including your accountant, can log in and see exactly what 
you see.

Systems have been known to throw up errors from 
time to time. You cannot fully rely on the automation of 
the system. However, the systems do have an artificial 
intelligence, and learn transactions and patterns the more 
they are used. They can make mistakes, but as with other 
non-cloud-based accounting packages, review of the 
information should pick up any errors.

Many cite concerns about security. However, in reality, 
cloud accounting packages are probably much safer than 
traditional packages. Your data does not travel with your 
computer, or on any storage device. The data cannot be 
lost or corrupted. Whilst no system can be completely safe 
from cyber criminals, providers offer the highest levels of 
encryption and protection.

 Cloud accounting systems 
can link directly to your 
bank account, automatically 
downloading transactional detail 
and reconciling transactions, 
meaning that data input time is 
significantly reduced, as well as 
the risk of error.  
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Martyn Dobinson 
Partner, Manchester
E: martyn.dobinson@saffery.com

What do users say?

We spoke to several clients who have made the 
transition to Xero. All of them gave positive feedback: 

“The transition was really easy. It was seamless. We 
provided a back-up of our data and within a week or so, 
we received Xero login details and were good to go on 
the new system with everything reconciled.”

“I like the bank feed and the ease with which payments 
and receipts can be matched against the respective 
invoices. It is much quicker than performing a traditional 
bank reconciliation. The system learns transactions and 
patterns the more you use it, suggesting which invoices 
should be matched against a transaction.”

“The main dashboard is really useful and summarises 
everything in a single, real-time snapshot of the business, 
at a glance. From there, it’s simple to navigate into the 
detail.”

“The system makes VAT reporting through Making Tax 
Digital easy.”

“We’re able to attach copies of documents such as 
purchase invoices to specific transactions and supply 
agreements and leases to specific customers and 
suppliers. This means we can effectively do away with 
storage of hard copy documents.”

“Our payroll subscription works out cheaper. After an 
initial five employees, each additional employee is paid 
for separately and there is no need to sign up and pay for 
a large and unnecessary number of employees.”

“When we have had questions, our Saffery Champness 
contact was able to log in to our system, see exactly 
what we were looking at, and at the same time. We were 
able to much more easily discuss the issue and they were 
able to advise accordingly.”

The popularity of Xero
Many more landed estate and rural business clients are 
now moving to cloud accounting solutions. In the last few 
months, we have transitioned several estates and rural 
businesses from more traditional packages to Xero.

Those businesses are also looking at other cloud-based 
sector specific apps to help them manage their businesses, 
particularly apps that integrate seamlessly with Xero, such 
as Re-Leased, AgriWebb and Figured:

 y Re-Leased streamlines property portfolio management, 
using ‘set-and-forget’ workflow automations to 
manage property inspections, rent reviews, repairs and 
invoicing. There is also functionality to allow tenants to 
report issues to the landlord through the software.

 y AgriWebb is a farm management app with a range 
of tools to improve livestock management. The app 
digitises farm mapping, herd management, tasks and 
farm record keeping, making it simple to record farm 
activities whilst on the farm. The app also integrates 
with government databases, automatically syncing with 
the farmer’s government account.

 y Figured is a livestock, dairy and crop budgeting, 
production tracking and forecasting tool which 
facilitates the collaboration of the farmer and 
their professional advisers, including bankers and 
accountants, around the same data in real time.

All three of these packages dovetail with and automatically 
share data with Xero, simplifying financial management 
and eliminating duplication of effort.

There is a huge range of Xero-approved apps for all 
manner of industries and sectors. One client is looking 
at the possibility of an integration between Xero and a 
specific app for managing their golf club business, for 
example.

A summary of cloud accounting
It might not be for everyone just yet. However, with 
increasing digitalisation of business operations and 
reporting and, of course, Making Tax Digital, cloud 
accounting is certainly here to stay. The pandemic has 
increased remote working and has really highlighted the 
advantages of cloud accounting solutions and accelerated 
digitalisation for many businesses. With investment in 
superfast broadband and improving coverage across the 
UK, cloud accounting will surely become a much more 
viable option for many rural businesses.
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