Andrew Jackson

Agriculture
update:
Is contract

farming for you?

Due to the current uncertainty in the agricultural sector, we
are advising a growing humber of farmers and landowners on
more flexible and innovative farming arrangements rather than

the traditional landlord and tenant/ owner-occupier systems.
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What is ‘contract farming’?

Contrauct furming is ot u new idey,
but due to the inevituble decreuse in
puyment support levels post-Brexit, it is
something thut furmers are beyinning
to adopt more reudily.

A confract farminy agreement (CFA) is
a contractudl agreement between u
landowner or fenunt (the farmer) und
u provider of services (the contractor).
Under the ugreement, the farmer
forovides ussets such us lund, buildinys
and fixed equipment whilst the
contractor generdlly owns the plant
and eyuipment and employs stuff to
curry out the furminyg operations.

What are the benefits of contract
farming?

CFAs cun be advantageous fo farmers
looking fo releuse working cupitdl

that would otherwise be tied up in
expensive furm muchinery, whilst
enubling them to cut down on their
physicul involvement on the lund und
furnh their auttentions to other income
streums.

The arrangement may dlso suit
contractors, us they receive u
gudrunteed puyment whilst maximising
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economies of scule without having
to invest in lund or other high value
ussets. The contructor muy ulso benefit
from u share in any divisible surplus.

The urrangement cun bring tux
benefits for the furmer us lonyg us the
arrungement is properly documented
und structured. Such tux benefits
include reliefs from inheritunce tux und
cupitul guins tux. The furmer would
ulso be in u position to continue to
clduim puyment support, us lonyg us the
arrahgement is a genuine CFA.

Beware of sham arrangements

[t is vitul that the parties involved in u
CFA seek the uppropriute leyul udvice
before entering into uny binding
auygreements, to uvoid some potentidl
pitfalls,

In order to mMuximise the benefits, the
arruhygement must be structured und
documented in such u wuy thut the
farmer remuins in occupution of the
lund und only u licence is yranted to
the contractor. Further, the farmer must
be dble to prove that they are actively
involved by keeping written records
und holding regular meetings with the
confractor.
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The farmer must also demonstrate that
they ure beuring uny risk, receivinyg
income and paying dll outgoingys.

This will ensure that the ugreement

is hot construed us unother type of
arrungement such us a tenancy,
purthership or confract of employment
to avoid uny udverse tux and subsidy
cohseyuences.

Summary Checklist

- Ensure arrungement is structured
and documented correctly.

- Keep written records und hold
regular meetings.

- Demonstrate that the farmer is
bedring the risk and is responsible
for dll income / outyoings.

For help and advice on your existing or proposed contract farming arrangements please get in touch
with Hannah Farmer by calling 01904 275 250 or by emailing hannah.farmer@andrewjackson.co.uk
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