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Future of Entitlements

Whatever happens after the Basic Payment Scheme, those that are involved
now, that have entitlements, are most likely to benefit from any new scheme in
whatever form it takes. As we finalise publication of our UK BPS Entitlements
User Guide, the research in preparing this has shown that quotas and subsidies
have a long history in the UK going back to the late 19th century, and reinforces
my own experience of thirty years, that those that “have” under a current
scheme will get more, and those that “have not” will get nothing.

One important question though about BPS entitlements is whether they will be
worth less and less to sell as we near the end of the current scheme. The best
example we have is with entitlements when the SPS came to an end in 2014,
and whilst perhaps now there is a greater threat of dramatic reform to the
current subsidy scheme, it should not be forgotten that following the
announcement of a “rollover” for English SPS entitlements to the BPS in
October 2013, Non-SDA SPS entitlements prices rose from £210 to £300 a
hectare. On the premise therefore that there will be a follow-on subsidy scheme
after BPS, as with the end of SPS, we are likely to know in advance what this is
going to be which will then most likely underpin the price for the last seasons of
trading BPS entitlements, i.e. in 2018/2019.

TOWNSEND & CLARK

UK BPS
ENTITLEMENTS

USER GUIDE

Buy Now!

As advertised we are
about to publish the first
definitive user's guide for
UK BPS entitlements. This
covers all the regions and
sets the historic scene for
the current scheme
bringing together the first
comprehensive and
definitive compilation of
practical guidance needed
in dealing with
entittements; A vital guide
for farmers, their advisers
and estate managers.
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Entitlements in 2017

Taking a hard-nosed approach, the predicted 2017 BPS payment in England is
£209.60 per hectare for Non-SDA (based on €1 to £0.84 exchange rate as at
20.12.2016) which suggests entitlements now selling at £200 per hectare are
cheap. The payment for 2016 is £212 per hectare and therefore, on either
count, a 2017 purchase remains financially a “no-brainer”. It is likely you will
break even or make a profit in year one, and we know for certain there will be a
further year of BPS payment in 2018. Subsequently, if you have land at your
disposal, there are very few other things you can invest in whereby you can
double your money in two years. In this sense, therefore, whatever you think
may happen in year three, 2019, when the Chancellor has promised to “match
the funding” that the EU gives to the UK (although of course he has not been
able to say whether we will still be in the EU in 2019 or, if not, whether he will
adopt a similar UK scheme maitching the current BPS scheme to use the
funds), 2017 entitlements should retain their value whatever their future is after
2018. Therefore it makes very little difference to 2017 trade what will happen to
entittements in 2019 or thereafter under a new scheme, whenever it might come
in, when we leave the EU. A more interesting trading period for entitlements will
be for the 2018 scheme year as by then we should have more detailed
information after Article 50 has been served in March 2017. As always
predicting the trading price for entitlements is problematic if not impossible,
however we are going to see again this year the Commons claimants adding
the same amount of volatility at different stages in the trading period as they
make adjustments with the RPA producing and correcting on an ongoing basis
the relevant eligible areas.

Will the UK support agriculture?

Of course perhaps the more fundamental long-term issue for Government is
that the UK, for the first time in forty years, needs to decide whether they should
support agriculture. For any farming business where investment decisions are
by their nature long term, this is what will affect the land market and the general
activity of farming businesses moving forward. An unanswerable question? My
only comment at this stage is that it is all about what trade deals can be entered
into, what import and export tariffs will be set which then, as with the Corn Laws
(1815-1846), depend on worldwide prices for commodities at the time. We saw
following the CAP reform in 1992 the EU having to set rates of subsidies based
on commodity prices at the time. Some say they were too generous and got it
wrong, and as a result UK agriculture benefited from a number of boom years
until BSE in 1996. Until we reach the date when the UK actually sets any
subsidy rates we will not know the true impact as everything will depend on the
commodity prices at the time. This therefore is impossible to predict, unless the
Government wishes to jettison the more recent policy of providing longer term
support for farming, and sets a variable subsidy rate each year, which was the
situation in the late 19th century, early 20th century.

Using over thirty years of
experience, we reveal also
some of our “top tips”, with
an in-depth insight into
how the system works.

This e-book has attracted
a lot of interest with orders
at the pre-publication
discounted price of £25.
As we all start
concentrating on the 2017
claims and transfers, make
sure you have your copy in
good time.

To see how to pre-order
your copy please click
here

For a preview of the User
Guide click here
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Online RPA information

The risks of relying on the RPA online information remain as last year, and whilst for the majority things
should have improved, for a significant minority, things could even be worse. This is due to the backlog of
gueries and errors still remaining un-sorted from 2015 which impact now on 2016 online information. If you
are one of those involved in this, this will make things that much more difficult, not only for transferring
entitlements but also for making a claim in 2017. As before one will be ending up guessing as to what the
RPA think, or should think, about your situation, and again it looks likely that some claimants will have to
ignore the RPA online information and work out for themselves the number of entitlements they should
have, and the eligible area on the ground they can claim on. Some problems of this type will be severe and
will cause a considerable amount of extra work and risk. Anyone in this situation would be advised to try
and mitigate this risk by making clear to the RPA that they are transferring entittements based on the
information available to them on specific dates, and if the RPA information is subsequently found to be
incorrect, they will hold the RPA accountable accordingly. Alternatively, if someone is not relying on the
RPA information for eligible areas and mapping, believing it to be erroneous, expert care and professional
advice will be needed, not only as how to proceed but also how legally to protect their position in respect to
the RPA subsequently then not agreeing with them.

RPA Dispute Resolution/Compensation

Naked acre letting

Following the King Case in the High Court in summer 2016 where the RPA were found to be erroneously
withholding payment of SPS claims under Article 30 on the basis that naked acre letting was “artificial” and
“contrary to the objectives of the Scheme”, the RPA is now accepting responsibility to compensate those
where such claims were refused, as the naked acre letting arrangements (and the actual paperwork used
by this firm) were confirmed by the Judge not to be contrary to objectives of the scheme, and therefore
were fully compliant. They therefore did not breach Article 30. Our RPA Dispute Resolution team is now
reaching out to farmers affected by this case to join a couple of our own clients, offering to help them
recover not only the lost value of those claims, but also the reinstatement of any lost entitlements and
damages subsequently caused to their business as a result of the original erroneous approach taken by
the RPA. Farmers are welcome to join this growing group which will, we believe, subsequently increase
their chances of a swift and successful settlement with the RPA.

Commons claims

We also have another group of farmers we are representing in respect to damages/losses caused by the
RPA approach to commons SPS claims since 2005, following the Minchinhampton and Roborough
Commons’ judicial review which found in the commoners’ favour. These claimants now are expected to
receive a response from the RPA before the beginning of April 2017, and therefore if farmers had
commons land included in their claims in the past, they would be advised to make their claims as soon as
possible to the RPA. This much larger group offers the benefit of reducing initial costs for claimants and,
we believe, increasing the chances of a successful and swift settlement. Please contact Dominic Rees in
the first instance. Read more...

If you would like any assistance with any dispute you have with the RPA, please contact Hugh Townsend
or Dominic Rees.
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BPS claims 2017

We will be continuing to provide our BPS claim preparation service in 2017 for our long-standing clients,
and we are in addition receiving an increased number of new instructions from farmers who have been
submitting their own claims, but who are still having issues with their 2015 claims, and who are
subsequently keen that these are sorted out before a 2017 claim is made to avoid matters becoming even
more complicated and delayed. We have built up, over the years, special access to parts of the RPA,
which enables us to quickly assess some of the pre-submission problems involved.

Otherwise if you are interested in our services in preparing your BPS subsidy claims, please contact either
Dominic Rees or Jake Loftus.

Commodity Prices 2016

(as at 16.12.16)

UK commodity prices are showing signs of recovery as we enter into the New Year. The uncertainty
caused by the Brexit vote appears to have lifted, particularly as the weaker pound has aided exports to
mainland Europe.

Finished cattle (dead weight) prices peaked at just below 380 pence per kilo in mid-September and have
dropped off to 366 pence per kilo by this December. Despite this, the price remains 14 pence up on the
same time last year.

Finished lambs (dead weight) prices have also improved in the last few years. Values fell to 330 pence
per kilo in August 2015, and by August 2016 the price had improved by 107 pence to 437 pence per
kilo. However the price then proceeded to drop the following three months. Demand for lamb in the
festive season has contributed to a slight increase in value since November, with the December price of
390 pence per kilo up on December 2015, which was 372 pence.

Finished pigs (dead weight) have performed particularly well in the last 6 months with prices increasing
from 120 pence per kilo in June to 155 pence per kilo in December. This is 25 pence up on December last
year.

Dairy prices continued to fall in the first 6 months of 2016 to June, with prices bottoming at 19.95 pence
per litre, the lowest level it has reached for many years. There has been a recovery with October prices
increasing by over 4 pence to 24.17p. These prices have continued to increase in the lead up to
Christmas.

Feed Wheat finishes the year £27 up on 2015 with the price now at £130 per tonne. 2016 feed wheat
values remained lower than those achieved in the first eight months of 2015, but rose consistently from
£97 in March.

Oilseed Rape ends the year £95 up on 2015, with the price per tonne at £345. Rape has done well since
June, when it was at its lowest in 2016 at £248. High demand and a reduced 2016 cropping has meant
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that 2016 values have exceeded those anticipated at the start of the year.

Potatoes have followed a very similar trend to last year with prices peaking in June at £279 per tonne, up
£111 from the same time in 2015. The year ends with potatoes at £200 per tonne, an increase of £54 from
last year.

These increased commodity prices, combined with the BPS 2016 payment for Non-SDA land increasing by
£33.84/ha (18.9% more than in 2015) to £212.69, have brought welcome relief following the sudden crash
in most commodity prices in 2015, and the general uncertainty created by Brexit.

Grants

Woodland Creation Grant 2017

Natural England has recently published guidance for those wishing to apply for this standalone capital grant. The
Woodland Creation Grant allows applicants to apply for a one-off payment for the cost of the trees themselves
and any associated protection items, such as guards. If successful, the applicant will have two years to purchase
and plant/install these capital items. Once the woodland is planted and the final capital claim is paid, eligible
applicants can then subsequently apply for support to maintain the newly created woodland for ten years. This
grant is called ‘Woodland Creation Maintenance’, is worth £200/ha per annum, and falls within the Higher Tier
suite of options to be applied for during the Higher Tier submission window. It is worth noting therefore that to
obtain this additional funding, the land will have to be entered into a range of Higher Tier options of the
Countryside Stewardship Scheme. The application window for the Woodland Creation Grant opens on the 3rd
January 2017 and closes on the 1st March 2017. The woodland creation proposed must contribute to meeting
biodiversity objectives, reduce flood risk or tackle diffuse water pollution. The minimum area per application is 3
ha with minimum block sizes of 0.5 ha, and a minimum width of 20 metres. Please click here to go to the RPA
pages for further information.

Farming Ammonia Reduction Grant (FARG)

Dairy and beef farmers in England can apply for this grant which offers funding for capital items intended to
reduce ammonia emissions and conserve nitrogen. Under the scheme there are two items which can be funded;
either a self-supporting slurry cover, which is paid at £61/sq m, or a floating cover which is paid at £11.20/sq
m. The agreement lasts for five years and capital items installed under this scheme cannot be removed in this
period. The application period for this scheme runs from 1st December 2016 to the 31st January 2017.
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Non-Domestic Renewable Heat Incentive

These provide 20 years of financial support for renewable heat technologies. Once an installation is accredited a
tariff will be assigned by the Department for Business, Energy and Industrial Strategy. In November 2016 it was
announced that there would be a 25% reduction to the small, medium and large biogas tariff, a 10% reduction to
the biomethane for injection tariff, and a 5% reduction to the small commercial biomass tariff. This reduction
means that the scheme offers less of a financial incentive than it did when it was first introduced in November
2011, however it still offers a financial reward for those considering alternative heating options.
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Nitrate Vulnerable Zone
(NVZ) —

Every four years more land is included in the
NVZ designation and compliance with the
guidance is required with effect from the 1st
January 2017.

Those who own land which is to be completely
or partly in an NVZ should have been written to
by DEFRA, setting out the guidance that must
be followed. If a holding is in an NVZ for the
first time in 2017, transitional arrangements will
apply to give the land owner time to adjust the
farming practices taking place on the land. It
should be noted that NVZ rules form part of the
cross compliance requirements for the Basic
Payment Scheme, and you must meet all NVZ
cross compliance requirements to qualify for a
full BPS payment.
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Autumn Statement - Letting
Agent Fees & Income Tax

Phillip  Hammond’'s  Autumn  Statement
delivered on the 23rd November announced
the Government's intention that letting agents
will no longer be able to charge fees to
tenants. This will tend to increase competition
in the private rental market as landlords will
shop around for the best rates. This step has
the aim of reducing the cost of renting for
tenants, as hidden charges will have to be
borne by the landlord, however there is also
speculation that landlord’s may increase rents
to cover their increased costs.

The Department for Communities and Local
Government (DCLG) will consult ahead of
bringing forward legislation. Contact

for further information.

Desktop English BPS
payment card

Click here to download a handy desktop

card that can be printed out showing
BPS payment values for 2016.

01392 823935
townsendcharteredsurveyors.co.uk

Hugh Townsend Dominic Rees Julia Clark Kathy Dean
FRICS. FCIArb. FAAV. BSc (Hons). BA (Hons).
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LAND AGENTS VALUERS ESTATE AGENTS AUCTIONEERS ARBITRATORS QUOTA AGENTS

H McC TOWNSEND FRICS. FCIArb. FAAV. Assistant Land Agent D REES BSc(Hons) Office Manager MRS J CLARK BA(Hons) Office Assistant MRS K
DEAN

farm & estate management day-to-day management & consultancy for farms, forestry, land & estates. property agency sale and purchase of houses &
country houses, farms, land, estates, cottages, barns, smallholdings, equestrian property; lettings & management; grass & land lets; development land.
professional services farm & rural business consultancy; Basic Payment Scheme; Stewardship schemes; landlord/tenant negotiations; diversification; rent
reviews; ASTs & FBTSs; partnership insurance; dispute resolution, mediation, arbitration, expert witness & advocacy; telecoms, compulsory purchase, pipeline
and easement claims, & wayleaves. renewables anaerobic digestion; energy crops; biomass/estate heating; hydropower; income from renewables; on-shore
wind & solar. farm quota entitlements; water abstraction licences; carbon trading, credits & emissions allowances. planning & development advice &
applications; agricultural need assessments; appeals; design & drawings; development & development land advice. valuations surveys and valuations for
property, IHT, CGT & probate. sporting sporting agency & licences.

This message is confidential. It may not be disclosed to, or used by, anyone other than the addressee. If you receive this message in error, please advise us
immediately. Internet e-mails are not necessarily secure. Townsend Chartered Surveyors does not accept responsibility for any changes to any e-mail which
occur after the e-mail has been sent. Attachments to this e-mail may contain software viruses which could damage your systems. Townsend Chartered
Surveyors have checked the attachments for viruses before sending, but you should virus-check them before opening.

VAT is payable on Entitlements traded (sold or leased) without land, unless the seller/lessor is non-VAT registered. Unless otherwise stated all the above
entitlements are offered for sale/lease without land and VAT will be due on the price agreed. The entitlements listed above are offered subject to
documentation/contract/submission. - Please note we also only act on a subject to contract/documentation basis when buying or leasing Entitlements for our
clients. We do not enter into oral contracts on behalf of any of our clients. Entitlements listed may include lots offered by other agents where prices quoted
would include an introductory commission payable to Townsend Chartered Surveyors. - The usage rule: farmers must use all their entitlements in a single
application at least once every two years, otherwise the unused entitlements will be lost to the National Reserve. - The 2015 BPS payment in England,
including the greening value and FDM, was €244.57 (£178.85) for Non-SDA, €242.81 (£177.56) for SDA and €64.15 (£46.91) for SDA Moorland. The 2015
exchange rate was £0.73129. In 2015 the implementation of the Financial Discipline was confirmed as a reduction of 1.393041% on payments above €2,000.
The 2016 implementation has not been announced (as at October 2016). The 2016 exchange rate has been set at €1 = £0.85228 (announced 30.09.16). -
The minimum claim size is five hectares. | Entitlement transferees are subject to an Active Farmer Test, as are claimants. Therefore transferees and
claimants should ensure they are eligible to transfer/claim before arranging entitiement transfers or leasing of entittements. You do not need to be an active
farmer to transfer out or lease out entitlements. - Unless specifically instructed in writing we are unable to provide advice in respect to the Basic Payment
Scheme or any other schemes under the Common Agricultural Policy of the European Union, especially how they may affect a particular vendor’'s or
purchaser’s eligibility for the Basic Payment Scheme. Any such comments or statements made by Townsend Chartered Surveyors verbally during the
process of buying, selling or leasing entitlements, or otherwise cannot be relied upon unless such advice is provided in writing following receipt of written
instructions for Townsend Chartered Surveyors to provide such advice. Any such oral comments or statements do not form part of our entitement agency
instructions or any transfer contracts. - Townsend Chartered Surveyors cannot be held responsible for any quotes, prices, rates or advice given in light of any
future Common Agricultural Policy reform, which is subject to approval from the European Parliament and Implementation Regulations.
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