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Farmers and business owners in 
the South West counting the cost 
of this winter’s flooding have been 
urged to beware of a sting in the 
tail when making insurance claims 
against the damage.

Insurance claims from the flooding  
are expected to run into hundreds  
of millions of pounds. The floods are 
still covering huge areas of farmland  
in areas such as Gloucestershire  
and Somerset with farmers finally  
able to start counting the cost in 
terms of damage to their crops,  
stock machinery and buildings and 
infrastructure such as damaged flood 
defences, riverbanks and fences.

For those farmers making claims, 
consideration should be given to the 
additional VAT costs because even 
though insurance claim settlements 
are not subject to VAT, the farm or 
estate is likely to incur VAT on repair 
works when righting damage or 
replacing damaged stock.

The VAT paid is recoverable from 
HMRC subject to the normal VAT 
rules. Similarly, VAT on any legal 
services that may be required where 
policies provide cover for such 
costs may also be subject to the 
same rules.

Where farm or estate businesses 
are VAT registered, farmers are 
advised to bring this to the attention 
of their insurer where they intend to 
make a claim in order that they can 
check whether it is possible to 
recover all of the VAT incurred in 
connection either with repairs or 
reimbursement for damage, stock 
or other property from HMRC.

Insurance policies may allow non-VAT 
registered farmers to make claims for 
VAT that are not recoverable from 
HMRC, or in situations where a VAT 
registered farming business is partially 
VAT exempt. 

All options should be explored as 
appropriate to ensure the farming 

business is not left out of  
pocket when it comes to VAT.  
At Murphy Salisbury, we can 
work closely with farmers to  
help them reduce manage their 
VAT efficiently. 

For more information, please 
contact us.

Farmers counting the cost of the floods

The National Farmers Union of 
England & Wales (NFU) is urging  
the Chancellor of the Exchequer  
to address issues including  
UK-Consistent and long-term 
investment allowances as well as 
better taxation tools in the 2014 
Budget. The call comes in a bid to 
help UK agriculture invest and grow 
and to encourage farmers and 
growers’ to invest, deal with volatile 
weather and help put more British 
food on British plates.

The letter, from new NFU President 
Meurig Raymond, also asks 
government to ensure its national 
infrastructure plan does more to 
promote the rural economy 
through channels such as 
reduction in flood risk and faster 
rollout of high speed broadband. 
Mr Raymond also highlights the 
plight of farms threatened by the 
High Speed 2 project.

“As George Eustice emphasised at 
the NFU Conference, there are huge 
opportunities for agriculture to grow, 
both home and abroad, but we need 
the right systems in place to give the 
industry confidence to invest and deal 
with increasingly volatile weather when 
it happens,” said Mr Raymond.

“The rural economy is worth  
£211 billion a year, driving local 
growth and contributes 
significantly to the wider economy 
which is why we would urge the 
government to consider our 
recommendations to boost 
investment in agriculture and close 
the growing gap between domestic 
production and consumption.”

There are three main recommendations 
from the NFU, which are:

• The introduction of an infrastructure 
investment allowance – to deliver 
relief over an appropriate period  
of about 25 years – showing 
businesses that government wants 
them to invest and grow, while 
delivering relief in an affordable 
manner for government;

• Retain an appropriate and 
consistent level for the Annual 
Investment Allowance (AIA) – 
agriculture needs a permanent  
AIA level of £250,000 to encourage 
small and medium-sized 
businesses to increase investment 
in specialist plant machinery  
and to plan further investment;

• Taxation tools to improve farm 
business management of  

volatility – new measures requested 
which would allow farmers to retain 
profits in good years to meet the 
demands of bad years when 
adverse weather or volatile markets 
could affect their profitability.

Our specialists at Murphy Salisbury 
can advise on any legislative changes 
and their impact on the agricultural 
community. For more information, 
please contact us.

NFU call on UK government for further investment
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Changes to livestock movement  
rules will save farmers and  
taxpayers £70 million over 10 years,  
Owen Paterson has announced.

Cuts to burdensome red tape will 
make it easier for farming businesses 
to flourish and improve our ability to 
prevent and control the spread of 
diseases such as bovine TB.

Speaking at the Oxford Farming 
Conference, Mr Paterson said: “Our 
farming industry is a cornerstone of 
our economy but for too long farmers 
have had to operate within overly 
complex rules and requirements.

“This change to the system  
for reporting animal movements  
will save farmers and taxpayers 
millions of pounds, while increasing 
our resilience to animal diseases.”

From 2016 the following changes  
will be made:

• Cutting down on complex 
bureaucracy by allowing sheep 
farmers to increase the size of their 
farms from five miles to ten miles, 
meaning they can move their 
livestock around more without 
needing to report it

• Reducing red tape by removing  
the need to report grazing on 
temporary land within ten miles

• Making animals healthier and 
safer by ensuring animal 
movements are more traceable 
without increasing red tape, by 
scrapping Sole Occupancy 
Authorities (SOAs) and Cattle 
Tracing System (CTS) links. 

The changes follow recommendations 
made by The Task Force on Farming 
Regulation. The task force was set up 
by Defra to find ways of cutting red 
tape and burdens on the farming 
industry to help it thrive.

Michael Seals, chair of the Animal 
health and Welfare Board for England, 

said: “These changes will improve  
our ability to react to disease outbreaks 
by creating a more effective system 
to report and track livestock 
movements. When an outbreak 
occurs, having a clear idea of  
where animals have been is vital in 
ensuing we can swiftly get to grips  
with the disease.”

Richard MacDonald, chair of the 
Farming Regulation Taskforce, 

said: “These proposed changes 
follow closely part of the Task 
Force recommendations and  
will make a really significant 
improvement to local livestock 
movements.”

At Murphy Salisbury, we can 
advise on changes to legislation 
and the impact the may have on 
your farming business. For more 
information, please contact us.

Cuts to red tape to save farmers £70 million

Farmers whose businesses have been 
directly affected by flooding can now 
access £10 million of government 
support, Farming Minister George 
Eustice has announced.

The £10 million Farming Recovery 
Fund was announced by the Prime 
Minister in February as part of a 
comprehensive package of 
measures to help hard-working 
people in flood-hit areas following 
the wettest winter on record. It 
opened on Friday 28 February to 
provide assistance with four key 
areas of recovery, offering support 
with uninsured losses to get farms 
into production again.

• the restoration of productive 
grassland;

• the restoration of productive  
arable and horticultural land;

• restoring farm vehicle access  
to fields;

• improvements to agricultural 
drainage.

Under this new scheme, all farmers 
affected by the flooding can apply 

for emergency funding of up to 
£5,000, covering up to 100% of their 
business costs. This will ensure that 
they can continue growing crops 
and grazing livestock.

The majority of the Farming 
Recovery Fund will be reserved  
for farm businesses whose farms 
remain flooded. Unlike the initial 
grant, the upper limit of this funding 
will be set when the impact on 
these longer term losses from flood 
damage are clearer, once the flood 
waters recede.

George Eustice, Farming Minster, 
said: “We want to help farmers 
affected by flooding and the severe 
weather to get their businesses 
back on track as soon as possible. 
The new £10 million Farming 
Recovery Fund has been set up  
to help farmers directly affected 
meet short term costs as the flood 
waters recede.

“Additionally, the £10 million 
Farming and Forestry Improvement 
Scheme will offer eligible farmers 
grants of up to £35,000 on 
schemes designed to make 
businesses more resilient.”

Designed with the NFU and local 
councils, the Farming Recovery 
Fund will be simple and easy for 
farmers to apply. Contact us for 
more information.

£10 million Farming Flood Recovery Fund now open

Agriculture Minister Michelle O’Neill 
met recently with farmers from the new 
Antrim SDA Group to discuss her 
planned proposals for reform of the 
Common Agricultural Policy (CAP).

Minister O’Neill said the meeting at 
Parliament Buildings Stormont 
provided her with an opportunity to 
hear at first hand the concerns of  
those farmers who will be directly 
affected by decisions on CAP reform.

Minister O’Neill said: “I have held 
several meetings with farmers and 
representatives on CAP reform and I 
believe it was important to meet with 
this group and hear first hand their 

views on the use of sub-regions and 
movement towards flat rate support.

“Among many issues raised, the 
group of hill farmers put their views 
strongly in relation to the need to 
address the imbalance in the current 
system, thereby assisting with the 
sustainability of hill farming.

“My department’s consultation on the 
Policy Options arising from the Reform 
of the Common Agricultural Policy 
(Pillar I Direct Payments) has now 
closed and I am greatly encouraged 
by the very significant number of 
responses received, more than 850, 
from a wide range of individuals and 

organisations. The introduction  
of the new Pillar I Direct Payments 
system is obviously a subject which  
is of great importance to farmers and 
landowners in the north.

“I will now take time to consider  
all the responses carefully before  
I take decisions on implementation 
over the next few months in 
preparation for notification to the  
EU Commission in August 2014. 
Furthermore, I am still awaiting  
the finalisation of further delegated 
legislation from the European 
Commission which may impact  
on the decisions that need  
to be taken.”

O’Neill discusses CAP reform with farmers

Farming Minister George Eustice 
announced recently that the new 
environmental land management 
scheme will provide funding for 
farmers and land managers who 
deliver benefits for wildlife, 
improve water quality and  
create woodland.

Mr Eustice said: “We have a  
great track record in countryside 
stewardship schemes and we 
want to build on what has been 
started. The new scheme will 
prioritise promoting biodiversity 
and will be tailored to fit local 
needs. It will be more targeted so 
we can deliver wildlife corridors 
but there will also be grants 
available to all farmers.”

From 2016, the new environmental 
land management scheme will be 
targeted so that farmers can help 
deliver environmental priorities 
specifically related to their local 
area, focussing particularly on 
increasing biodiversity, helping 
wildlife and improving water quality. 
For example, if one area  
is home to rare farmland birds, 
farmers will be reimbursed for 
enhancing this habitat. If, in 
another area, agricultural pollution 
has affected local rivers, farmers 

will be able to apply for funding to 
reduce soil erosion and run-off 
from their fields.

The existing Environmental 
Stewardship and England Woodland 
Grant Scheme will be brought together 
into a universal scheme that will be 
open to applications from both farmers 
and foresters.

During EU negotiations on the 
Common Agricultural Policy, the UK 
pressed for each country to have the 
option to channel a greater proportion 
of CAP funding into delivering 
environmental benefits. As a result, 
£3.1 billion of funding will be available 
for environmental schemes in England 
which is a higher proportion of the 
CAP budget than ever before.

Plans for England’s implementation  
of the EU’s Young Farmers Scheme  
to give extra support to farmers under 
forty years of age were also set out. 
Defra has announced the intention to 
apply this support to the maximum 
land area of farms. Young farmers will 
be able to claim a top-up payment for 
up to ninety hectares of their holding 
for the first five years of its operation.

The work of farmers and land 
managers through existing  

agri-environment schemes has 
created habitats for rare farmland 
birds and pollinators and boosted  
rural tourism by improving the 
natural environment. Since 2005, 
they have:

• managed 41% of English 
hedgerows, providing shelter  
and food for wildlife

• restored or newly planted 30,000 
kilometres of hedgerows

• helped pollinators by sowing 
wildflowers in arable field 
margins

• helped increase breeding 
populations of nationally scarce 
farmland birds including the  
cirl bunting (increased by 600% 
since 1989) and stone curlew.

Nearly 52,000 farmers and other  
land managers have signed up  
for the schemes, covering over  
6.4 million hectares - or 70%  
of farmland in England.

Our experts at Murphy Salisbury 
can provide advice and guidance 
on any relevant schemes which 
they may be eligible for. For more 
information, please contact us.

Environmental scheme for farmers  
to prioritise biodiversity
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Plans for England’s implementation  
of the EU’s Young Farmers Scheme  
to give extra support to farmers under 
forty years of age were also set out. 
Defra has announced the intention to 
apply this support to the maximum 
land area of farms. Young farmers will 
be able to claim a top-up payment for 
up to ninety hectares of their holding 
for the first five years of its operation.

The work of farmers and land 
managers through existing  

agri-environment schemes has 
created habitats for rare farmland 
birds and pollinators and boosted  
rural tourism by improving the 
natural environment. Since 2005, 
they have:

• managed 41% of English 
hedgerows, providing shelter  
and food for wildlife

• restored or newly planted 30,000 
kilometres of hedgerows

• helped pollinators by sowing 
wildflowers in arable field 
margins

• helped increase breeding 
populations of nationally scarce 
farmland birds including the  
cirl bunting (increased by 600% 
since 1989) and stone curlew.

Nearly 52,000 farmers and other  
land managers have signed up  
for the schemes, covering over  
6.4 million hectares - or 70%  
of farmland in England.

Our experts at Murphy Salisbury 
can provide advice and guidance 
on any relevant schemes which 
they may be eligible for. For more 
information, please contact us.

Environmental scheme for farmers  
to prioritise biodiversity



Contact us:
15 Warwick Road, Stratford-upon-Avon, Warwickshire CV37 6YW

Tel: 01789 299076

Email: enq@murphysalisbury.com

ARA Newsletter April 2014 Edition

www.murphysalisbury.com www.murphysalisbury.com

Environmental 
scheme for farmers 
to prioritise 
biodiversity

Plus:
• Cuts to red tape to save 

farmers £70 million
• £10 million Farming Flood 

Recovery Fund now open
• O’Neill discusses CAP 

reform with farmers
• NFU call on UK government 

for further investment
• Farmers counting the cost 

of the floods

Farmers and business owners in 
the South West counting the cost 
of this winter’s flooding have been 
urged to beware of a sting in the 
tail when making insurance claims 
against the damage.

Insurance claims from the flooding  
are expected to run into hundreds  
of millions of pounds. The floods are 
still covering huge areas of farmland  
in areas such as Gloucestershire  
and Somerset with farmers finally  
able to start counting the cost in 
terms of damage to their crops,  
stock machinery and buildings and 
infrastructure such as damaged flood 
defences, riverbanks and fences.

For those farmers making claims, 
consideration should be given to the 
additional VAT costs because even 
though insurance claim settlements 
are not subject to VAT, the farm or 
estate is likely to incur VAT on repair 
works when righting damage or 
replacing damaged stock.

The VAT paid is recoverable from 
HMRC subject to the normal VAT 
rules. Similarly, VAT on any legal 
services that may be required where 
policies provide cover for such 
costs may also be subject to the 
same rules.

Where farm or estate businesses 
are VAT registered, farmers are 
advised to bring this to the attention 
of their insurer where they intend to 
make a claim in order that they can 
check whether it is possible to 
recover all of the VAT incurred in 
connection either with repairs or 
reimbursement for damage, stock 
or other property from HMRC.

Insurance policies may allow non-VAT 
registered farmers to make claims for 
VAT that are not recoverable from 
HMRC, or in situations where a VAT 
registered farming business is partially 
VAT exempt. 

All options should be explored as 
appropriate to ensure the farming 

business is not left out of  
pocket when it comes to VAT.  
At Murphy Salisbury, we can 
work closely with farmers to  
help them reduce manage their 
VAT efficiently. 

For more information, please 
contact us.

Farmers counting the cost of the floods

The National Farmers Union of 
England & Wales (NFU) is urging  
the Chancellor of the Exchequer  
to address issues including  
UK-Consistent and long-term 
investment allowances as well as 
better taxation tools in the 2014 
Budget. The call comes in a bid to 
help UK agriculture invest and grow 
and to encourage farmers and 
growers’ to invest, deal with volatile 
weather and help put more British 
food on British plates.

The letter, from new NFU President 
Meurig Raymond, also asks 
government to ensure its national 
infrastructure plan does more to 
promote the rural economy 
through channels such as 
reduction in flood risk and faster 
rollout of high speed broadband. 
Mr Raymond also highlights the 
plight of farms threatened by the 
High Speed 2 project.

“As George Eustice emphasised at 
the NFU Conference, there are huge 
opportunities for agriculture to grow, 
both home and abroad, but we need 
the right systems in place to give the 
industry confidence to invest and deal 
with increasingly volatile weather when 
it happens,” said Mr Raymond.

“The rural economy is worth  
£211 billion a year, driving local 
growth and contributes 
significantly to the wider economy 
which is why we would urge the 
government to consider our 
recommendations to boost 
investment in agriculture and close 
the growing gap between domestic 
production and consumption.”

There are three main recommendations 
from the NFU, which are:

• The introduction of an infrastructure 
investment allowance – to deliver 
relief over an appropriate period  
of about 25 years – showing 
businesses that government wants 
them to invest and grow, while 
delivering relief in an affordable 
manner for government;

• Retain an appropriate and 
consistent level for the Annual 
Investment Allowance (AIA) – 
agriculture needs a permanent  
AIA level of £250,000 to encourage 
small and medium-sized 
businesses to increase investment 
in specialist plant machinery  
and to plan further investment;

• Taxation tools to improve farm 
business management of  

volatility – new measures requested 
which would allow farmers to retain 
profits in good years to meet the 
demands of bad years when 
adverse weather or volatile markets 
could affect their profitability.

Our specialists at Murphy Salisbury 
can advise on any legislative changes 
and their impact on the agricultural 
community. For more information, 
please contact us.

NFU call on UK government for further investment

DISCLAIMER: The matters discussed in this newsletter are by necessity brief and comprise summations and introductions to the subject referred to. The content of this newsletter 
should not be considered by any reader to comprise full proper legal advice and should not be relied upon. Murphy Salisbury is registered to carry on audit work in the UK and 
Ireland and regulated for a range of investment business activities by The Institute of Chartered Accountants in England and Wales.
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