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Falling commodity prices are leaving
farmers with the daunting prospect
of cash flow problems, according to
farm business consultants, The
Andersons Centre, who are predicting
that producers may struggle to be
profitable in the coming months as
the downward trend in trading
prices continues.

The news comes in the May 2015
edition of the ‘Agricultural
Budgeting and Costings Book’ that
offers little hope of an imminent
upturn in commodity prices, which
have continued to fall across a range
of products.

In the 12 months to May 2015, there
were significant decreases in unit
prices, notably in feed wheat, which
is down 32%, and milk, down 26%
on last year. The book reveals that
for cereals crops such as winter feed
wheat, the costs of production exceed
both current and expected future
trading prices when labour, rent and
finance costs are taken into account.
Andersons’ Head of Research, Richard
King, has been keen to stress that
the latest figures are averages and
that some firms will perform better
than others, but what is of concern
is that the gap between ‘the best
and the rest’ is continuing to grow.

With the UK farming largely dependent|
on trade within the European Union,
the strength of the pound against
the Euro is keeping UK commodity
prices low and although production
costs have receded, cost levels are
still higher than those seen five years
ago. Oil prices are beginning to rise
again and price inflation is apparent

across many farm inputs, such as i Agriculture
.- cashflow plans. http://bit.ly/1BTrz4e
pesticides.
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‘drastic rethink” needed on council-owned farms

The Taxpayers’ Alliance (TPA) has
called for a review of a wide range of
council-owned assets, including as
many as 2,586 farms, suggesting
that their sale could help local
authorities raise the funds needed
to ease their budgetary constraints.
The TPA, a campaigning group
dedicated to cutting public
spending and protecting taxpayers’
interests, based their research on
information gathered from local
authority asset registers and
Freedom of Information requests.

The local authorities owning the
highest numbers of farms include
those in Gloucestershire, Devon,
Cornwall, Lincolnshire and

Bedfordshire, each owning more
than 100 farm properties. Other
assets owned by local authorities
included golf courses, restaurants,
hotels and shopping centres. In
interpreting their findings, the TPA
has found little justification for council
tax increases given the extensive assets
at councils” disposal. They suggest
that some of the more unlikely assets
could be ‘returned to the private sector’
to help councils balance their budgets
and provide essential public services.

Responding to the TPA’s findings,
the Local Government Association
(LGA) said that councils constantly
review their assets to ensure they
represent value for money for the

taxpayer. Council assets generate
steady revenue in the form of rental
income to help support public
services and reduce council tax bills,
while farm tenancies provide a vital
first step on the ladder for new
entrants to the farming industry.

Since the economic downturn,
many councils, including
Gloucestershire, have approved the
sale of tenanted farms in an effort to
raise millions in capital receipts.
According to the LGA, councils are
to sell £13.3 billion worth of land
and property in the next three years,
much higher than the £5 billion
original proposed by HM Treasury.
Read more at: http://bit.ly/THrUk8u
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The UK200Group is a modern and proactive professional
membership association of independent chartered
accountants and lawyers which provides training and
business services to enhance the performance of member
firms. As well as being focused on the general small to
medium businesses, members have specialist knowledge
and experience of the agriculture, healthcare, charities,
legal and property and construction sectors to provide
effective support and advice in the areas of tax, financial
management, business planning and legal issues.

www.uk200group.co.uk

This newsletter has been prepared for general interest and it is important to
obtain professional advice on specific issues. We believe the information
contained in it to be correct. While all possible care is taken in the preparation of
this newsletter, no responsibility for loss occasioned by any person acting or
refraining from acting as a result of the material contained herein can be
accepted by the UK200Group, or its member firms or the author.

UK200Group is an association of separate and independently owned and
managed accountancy and lawyer firms. UK200Group does not provide client
services and it does not accept responsibility o liability for the acts or omissions
of its members. Likewise, the members of UK200Group are separate and
independent legal entities, and as such each has no responsibility or liability for
the acts or omissions of other members.
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The National Farmers’ Union (NFU)
has reported that it has won a vital
concession from the European
Commission for grassland covered in
the Basic Payment Scheme (BPS) in
England. Under rules set by the
Commission, farmers and landowners
with more than 15ha of arable land
must set aside 5% of their land as
ecological focus areas (EFAs). This
means that the land must either be
left lying fallow, used as a buffer
strip, or planted with ‘catch-and-
cover’ crops, nitrogen-fixing crops
or hedges. However, following
concerted lobbying by the NFU, the
Commission has ruled that grass
margins in arable fields that are
either part of stewardship schemes,
or are coming out of such schemes,

can be treated as meeting EFA targets.

According to the NFU, Defra has
confirmed that the Commission will
freeze the status of grassland during
the lifetime of an agri-environment

NFU wins BPS grassland concession

agreement. For example, this means
that if land is under grass for three
years, but is then set aside under an
agri-environment agreement for five
to ten years, as long as the land is
still under grass, the ‘clock’ will start
at year four on completion of the
agreement.

Defra has confirmed that, in this
situation, the land would be
considered temporary grassland on
completion of the agreement. This
means that such grassland strips
could be counted towards EFA
targets as fallow land and they
would not need to be ploughed up
(which could lead to the loss of
environmental benefits). However,
permanent grassland cannot be
used as a crop for crop
diversification purposes or treated as
fallow land for EFA purposes.

Read more about the ruling at:
http://bit.ly/11]x]3S




