
The recently announced Shooting Rates 
methodology caught many advisors wrong 
footed. The intention of the tax was to openly 
target shooting estates, yet rates were 
announced at £2 per hectare for the offending 
deer forests and moors, while arable farmland 
was valued at £4 and woodlands, including 
commercial forestry, at £5. It was a move 
that nobody predicted and, in relative terms, 
placed upland shooting in a favoured position 
compared to the Scottish Government’s usual 
cause celebres of farming and forestry. In the 
case of forestry, this is particularly surprising 
when an additional 13,000 hectares of planting 
per year is required to meet the government’s 
ambitious 2022 target. 

More curious still is the fact that this tax will raise 
no significant revenue; indeed it may be a drain 
on the public purse –  the reason Sporting Rates 
were withdrawn in 1995. However, at the time 
of the Land Reform Bill (Scotland) progressing 
through parliament, the Scottish Government 

predicted a net tax take and were bold enough 
to state the resulting revenue would support 
community buy-outs. To understand the basis 
of these claims, Chiene + Tait LLP submitted a 
detailed Freedom of Information request while 
the bill was progressing through parliament. 
Despite our request being blocked during 
this process, the eventual return showed no 
financial modelling had been undertaken and 
no specialist advice had been documented to 
support the government’s assertion. 

Although it is not possible to accurately assess 
net tax take at this time, the valuation roll 
published by the Scottish Assessors makes 
for interesting reading. Of the 25 largest rating 
assessments, 11 (including the largest) are 
for Forest Enterprise – an organisation wholly 
owned by the Scottish Government. More 
curious still, of the top 20 largest shooting 
rates assessments, three are the very same 
community buy-outs the scheme is intended to 
support.
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The Scottish Government is pressing ahead 
with its plan to abolish Sporting Rates Relief, 

despite a chaotic view from the ground.

Shooting Rates:
Assessing the assessors 

If you have a query about any of the articles featured in this newsletter,  
please contact a member of our rural business team:

Gavin Morton 
gavin.morton@chiene.co.uk

Helen Mackenzie  
helen.mackenzie@chiene.co.uk

Rory Kennedy  
rory.kennedy@chiene.co.uk

If you’d like to talk to us about  
this issue, contact Rory Kennedy  
on 0131 558 5800 or  
rory.kennedy@chiene.co.uk

CONTINUED OVERLEAF...

Increasing use of digital technology has been a core strategy of 
HMRC in recent times. The ‘Making Tax Digital’ project has been 
well publicised, but another significant change that will impact upon 
trusts (and complex estates) is the Trust Registration Service. This 
will be a central electronic register with up to date information relating 
to individual trusts. It will be the responsibility of the trustee, or their 
agent, to ensure that the register includes the required information. 

As with other HMRC digital projects, things have not gone as planned. 
Although trustees have had access to the new service since June, 
agents have only just been granted access.  

There are strict deadlines for providing information and the first of 
these is 5 January this year. This will apply to trusts that commenced 
during the year ended 5 April 2017 and have a liability to income 
tax or capital gains tax. The next deadline of 31 January 2018 is for 
trusts that commenced prior to 5 April 2016 and that have a liability to 
tax (including inheritance tax or LBTT) during the year ended 5 April 
2017. In future years, most trustees will need to provide the relevant 
details by 31 January following the end of the tax year. 

The information required on the Trust Registration Service will include 
the names, addresses, dates of birth and tax reference numbers for 
all beneficiaries. The primary trustee will need to provide a contact 
telephone number and e-mail address. Details of the assets held will 
also need to be provided, unless these have previously been notified 
to HMRC.

If you are concerned that you may need to register a trust or complex 
estate and require advice regarding this, please get in touch with 
your usual Chiene + Tait contact.

TRUST 
REGISTRATION 
SERVICE: ACT 
BY 5 JANUARY

It is often fascinating to research the history behind specific tax 
legislation and we need to look back to 1967 to find the source of 
the so-called “hobby farming” loss relief restriction.  

The perceived view at the time was that “genuine” farmers would 
always be able to make a profit and, in his Budget speech in 
April 1967, James Callaghan, then Chancellor of the Exchequer, 
announced:

“I shall propose that, except in special circumstances, gentlemen 
known as “hobby farmers” may no longer set off their losses 
against other income for more than five years running”.

The penal rules mean that careful timing of income and revenue 
expenditure must be considered to ensure that there is a taxable 
profit at least every six years. Brexit will necessitate a national 
discussion on the future of farming subsidies, with the government 
stating current support will continue to 2020. However, with one 
eye to the future, it may be particularly important to achieve a 
taxable profit to re-set the five year loss clock while the subsidy 
regimes are favourable and a predictable trade structure is in 
place. The following points will need to be borne in mind: 

 + It is a tax-adjusted profit BEFORE capital allowances that 
is required. Once capital allowances are claimed there will 
often be an allowable loss to set against income.

 + A profit is required for the TAX YEAR. If the year-end is 
anything other than 31 March/5 April, it will be necessary to 
apportion the tax-adjusted results for two accounting years.

RE-SETTING THE 
HOBBY FARMING
LOSS CLOCK

Moira McMillan
Tax Director

Richard Clarke
Tax Manager



In this regard, it was suggested by those in the assessor’s office that 
this is a short term stop-gap, to be revisited, refined and targeted 
once the assessors build up, long-since lost, expertise in valuing 
shooting land. Importantly, to expediate the overdue roll-out of this 
tax, it has been necessary to use the blunt mechanism of publicly 
available land-use data. In time, it will also be possible to refine 
this to include more detailed assessments of true sporting values. 
Many of those who have received sporting rates valuations and 
bills will be relieved to avoid having to pay  due to qualification 
for Small Business Rates Relief if their cumulative rateable value 
is under £15,000.  However, the above analysis would suggest the 
current rates system will neither raise revenue or tax its intended 
targets; meanwhile, reform of the small business exemption is long 
overdue. It is wise counsel not to assume Small Business Relief will 
always apply to shooting rates and, should you feel your current 
valuation is onerous, lodge an appeal within the statutory 6 month 
window. 

I recently stepped down as a Tax Partner 
after 32 years, and have been reflecting 
on the changes I have seen over the 
many years I have spent at Chiene + Tait. 
Throughout my career, there has been, in 
general, a lowering of tax rates (although 
when bills land on the mat it does not 
always seem that way). 

When I started as a tax trainee, the top 
rate of tax on earnings was 83% and there 
was up to a further 15% on investment 
income, making a marginal tax rate of 
98%. It was little wonder that so many 
schemes, such as container leasing, 
existed to help shelter income from 
such high marginal rates. The top rate of 
inheritance tax stood at 75% and this was 
a cumulative tax over your lifetime. There 
was an easing of tax rates throughout 
the Thatcher era and, by and large, the 
tax rates set then have endured to the 
present day. The rate of inheritance tax 
agricultural property relief and business 

property relief increased to 100% in 1992 
and this generous rate of relief has been 
with us for 25 years, including through the 
New Labour era of government. Many will 
now be well through their working lives 
without knowing a time when we did not 
have 100% relief on business assets.

Over the last two decades or so, 
HMRC have become more effective at 
collecting tax and levying penalties. 
The overall regime is tougher but the 
headline rates have been remarkably 
stable. The improved effectiveness of 
collecting taxes, cutting down on losses, 
and improved accounting standards on 
income recognition have all helped the 
Treasury.

We are in a potentially volatile political 
state at the moment and it is quite possible 
that any complacency we have over tax 
rates and relief will come to an abrupt 
end with Westminster and Holyrood both 

following a more left-leaning agenda 
of high taxation and spending. This 
would come on top of a much-improved 
collecting and penalising Revenue and 
Customers machine, thereby making the 
tax bills that land on the mat even less 
palatable.

If you consider that this is likely, the normal 
sensible steps should be applied: plan 
ahead, make best use of reliefs, keep 
flexibility in your financial arrangements, 
don’t tie yourself into knots which might be 
impossible or expensive to untangle, and 
don’t get involved in high-risk tax planning 
schemes which invite close scrutiny from 
HMRC’s specialist anti-avoidance teams.

Taxation: where are 
we heading?

A year in Inverness
We’re delighted to say that our Inverness office has been open 
for over a year.

Since opening, the team has grown from one to five. Two 
directors - Jackie Fraser and Shona Fraser, both Inverness 
natives, head up the office.

We’re particularly pleased to have secured the business of 
multiple rural and farming clients in the region, alongside 
entrepreneurs, private clients and multiple growing businesses 
and established practices.

It has been an exciting year, and it’s clear that the region is 
continuing to grow while also harbouring substantial potential.

We look forward to the next year, and being part of Inverness’ 
exciting future.

For food with long production cycles, April 
2019 isn’t far away and decisions may need 
to be made now – and there isn’t much 
information for farmers to go on. We’ve 
also just had our first reports of fruit and 
veg left to ‘rot in the field’ in Cornwall due 
to a shortage of migrant labour – whether 
or not this is exaggerated, or unrelated to 
Brexit, it’s wise to plan for the worst case 
scenario. But even on the obvious issue 
of immigration, no firm progress seems to 
have been made. 

All farmers can do, it seems is to keep 
ploughing on and hope for a positive 
outcome.

It’s been left to the business community 
to flag up important issues which, if not 
suitably addressed, may prove detrimental 
to UK businesses that trade with the EU. 
The potential for a ‘no deal’ Hard Brexit to 
paralyse HMRC is one such issue. 

The Hard Brexit currently on the cards 
would include departure from the single 
market and customs union, meaning the 
UK’s tax collection authority would face 

a huge strain. The UK Government’s 
favoured two year transitional period, in 
which the existing customs union would 
remain in place with no tariffs, would likely 
become null and void should the Brexit 
talks end with no deal.

In this scenario – far from implausible – a 
huge influx of resources to manage a new 
wave of trade duties between the UK and 
the EU would be required. HMRC, which 
plans to recruit up to 5,000 extra staff in light 
of Brexit, could still find itself short-staffed 
to deal with the rigorous checks required 
on imported goods from outside a single 
market, as well as customs applications 
and requirements for business support on 
technical matters.

Practically, there are a few measures 
that businesses can take as part of their 
contingency planning. Importers should 
forecast for the impact of additional costs 
on goods from the EU, and also consider 
whether they might need to operate 
customs duty deferment accounts, utilise 
facilities such as inward processing relief, 
or use freight forwarders to deal with any 

additional red tape and documentation 
that would result from the UK being 
suddenly removed from the customs 
union. Exporters need to consider the 
tariffs a ‘no-deal’ will incur upon their 
goods, and factor that into forecasts.

Businesses require time to prepare for 
potentially adverse changes within their 
operating environment. At this moment we 
have no idea what outcome will prevail and 
if it will result in UK companies suddenly 
facing significant tariffs to continue their 
trade within the EU. That said, most of 
our farming sectors have significant trade 
deficits with the EU so there will be obvious 
winners as well as losers. 

Either way, it is an important issue which 
the Government needs to urgently 
address. Just don’t expect an answer by 
next week. 

Iain Masterton
Director of VAT 

Save the date:
THE 2018 C+T CHARITY FLY-
FISHING COMP
Our fourth annual charity fishing competition returns in 2018. 
Join us at the Lake of Menteith on Wednesday 13 June for 
a great day’s fishing in a beautiful setting with the usual 
smorgasbord of bacon rolls, teas, coffess and a hog roast. 
We’ll again be offering prizes and a fundraising raffle for a 
worthy cause.

ANNUAL SCOTTISH GAME 
FAIR DEBATE
Chiene + Tait will once more host a breakfast seminar at 
the Scottish Game Fair on Friday 29 June. Keep an eye out 
for more information on venue, topic and speakers.

Hard Brexit means hard 
decisions for HMRC and 
rural businesses alike
A week may be a long time in politics, but it’s a snapshot  in 
the current Brexit negotiations. Despite plenty of rhetoric 
there’s little clarity about the post-Brexit world. 

Making Tax Delayed
HMRC’s flagship digitisation project, Making Tax Digital, has 
been delayed. Small businesses will no longer need to complete 
a quarterly digital tax return by April next year - the deadline has 
been extended until 2020.

This news will be welcome to the many who felt the deadline was 
too onerous, and did not take into account the multiple kinks that 
needed ironing out. The Houses of Parliament agreed.

The revised schedule means that all VAT reporting will need to 
be done online by April 2019. Tax returns will follow the next year, 
with additional deadlines thereafter set according to business 
turnover.

The delay does not change our advice, however: it remains 
important for you to be compliant with MTD in advance of its roll-
out, so start thinking about it now. Get in touch with your usual 
C+T contact if you have any questions or concerns.
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