Practical guidance on effective tax planning and the law relating to agriculiural land

Farm business records — the life of the

business

Recent tax cases combined with HMRC guidance on
business records have highlighted that there is 2 greater
veed for farm businesses to alm towards improved
records and to wy and keep records for longer,

Cn 21 Febroary 2011 HMIRC introduced four new
products to help Small and Medivm Enterprises (SMEs)
raise thelr business records o a higher standard. This
followed a Consultation Document in December 2070,
suggesting that poor record keeping was leading to a loss
of mx in two million SMEs and proposed te launch a
serics of compliance checks on SME recouds.
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self-cmployed, sole traders and small businesses. They

four new  produces  are suitable  for  the

have been produced in advance of the hunch of

HMEICY new  Business Record Cheeks progranime
fater in 2001, which will impose penaldes for significant
record-keeping failures,

Brian Redford, HMRCS Acting Direcror, Business

Customes Unie, sad:

Laier this yeay, MMRC will siart o progranmie of Brsiness
Record Checks thar will foole ai ihe adequacy and acernaey

assess how well they are being kept. If a farmer i
thinkmg of starting a business the tool provides a
checklist, If the business is established it will give
feedback and advice on improvements you may need to
make: www.businesslink.gov.uk/recordkeepingcheck

The recent case of Golding v HMRC [2011] UKFTT
351 has raised wvery interesting tax planmuing points
but one key point arising is perhaps the need to keep
records for longer than the statutory time, ideally
it would seem from the start of trading. When looking at
the business matrix and the general position on Golding
it wasnt just a question of looking at what happened in
the last two years — the history was a key point, and how
can the history of the farm business be argued to help
the taxpayer unless the accounts and the accounting
records and other information is available to present
that history? A large number of decades were actually
considered and therefore there must be the records for
this time, ideally from the start of the business — in the
case of Golding his father ransferred ownership in 1965.
Two other THT cases did not acrually just lock
at the ewo-year rule for BPR or seven years for APR.
These cases look back over a longer period to establish
the business mawix, a business model or o provide
replies to HMRC and if necessary, the FTI'T. The cases
of Brander v HMRC [2009] UKFTT 101 and Fariter v
IRC [1999] STC (SCI) 321, both looked av cight-year
records to establish the cligibility of the clim for
BPR. so that HMRC could review the questions of
capital, profitability, turnover and number of employees
and the spliv of all these items berween the investment
side of the business and the wading side of the business.
The message of these Tribunal cases does seem to be
to stop the ‘shredder’ when it comes to farms, estates and
potential THT relief claims. With reeard to anv businesy
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actsheets to online wols:

.

of business yecords i SAMEs 1o bring about a major
fmprovement i the standard of record-keepiing. Now is ihe
fiime 1o imvest a bit of effort 1o make sure your business
records are petfea’

here 15 something for all fann businesses ~ from basic

Keeping records for a business — what you need to
know: a basic guide with a helpful list of where o
get more iformation: www hinrc.gov.uk/factsheer/
record-keeping.pdf

A general guide ro keeping records for a tax revurm:
detailed guidance on record-keeping covering what
type of yecords you may have to keep, common
problems and examples for diferenc types of business:
waww lnmire.govaakdsaZrk-bk 1opdf

Sev up a basic record-keeping systen: with examples
of spreadsheets and information about setting up a
record-keeping system: wwwbusinesslink gov.uk/
recordkeeping

Find our what records the business should be keeping:
ook at the records the business needs to keep and
where BPR is going to be claimed and there 15 a possible
worty over questioning of s103(3) IHTA 1984 or
establishment of a business, records could be needed,

With the possibility te keep the records in electronic
format, this could be the way forward for IHT protection
— 10 kCL’p l'CCOi'dS since commnencement QF U':l(']il'lg.
[FITM 24068 states that with regard to studs and APR
an essenuial requirement is for an element of horse
breeding carried on in a systemagic manner with proper
record keeping’, HMRC will therefore want to test these
‘proper’ records where a claim for APR s made.

There is no escaping the fact that to support
arguments that have been presented in recent Tribunals
to protect the taxpayer, records to provide evidence has
o be kept for a long period of time - the complete
protection since the start of the business. In the case of
a farm and swud this will include livestock records etc
that tie in to the traditional records.

With the ability to keep records electronically the
approach to the keeping of the key documents will have
to be considered as possibly for the life and the history of
the business — back to 19057 The suategy for the record
and document recording will have to be reconsidered
i order to protect future claims for APR and BPR and
generally to keep HMRC happy with regard to any
possible business record checks.
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