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Postgraduate Certificate in Farm Succession Planning (United Kingdom)

Tax Planning for Farm Succession

Agricultural Property Relief – a tax relief that reduces the value of agricultural land for inheritance tax (IHT)
purposes. Related terms: Inheritance Tax, Estate Valuation. It can halve the taxable value of qualifying land,
allowing a smoother transfer to heirs. Example: A 150‑hectare farm qualifying for APR may see its IHT
charge reduced from £1.5 million to £750 000. Challenge: Accurate mapping of qualifying land and
documentation of agricultural use are essential; failure can lead to loss of relief.

Agricultural Tenancy – a lease of farm land where the tenant engages in agricultural activity. Related terms:
Farm Lease, Rent Review. The tenancy determines who holds the beneficial interest for tax purposes,
affecting CGT and IHT calculations. Example: A 99‑year tenancy may be treated as a “leasehold” for CGT,
potentially triggering a charge on the lease value at transfer. Challenge: Distinguishing between short‑term
and long‑term tenancies influences the tax position.

Agricultural Value – the market value of land based on its productive farming capability, distinct from
development value. Related terms: Land Valuation, APR. Used to calculate APR and to support the “farm
business” test for reliefs. Example: A parcel valued at £10 000 per acre for farming may be £30 000 per acre
for housing development; the lower figure is used for APR. Challenge: Obtaining an independent
agricultural valuation can be costly and may be contested by HMRC.

Business Property Relief – a relief that can reduce the IHT charge on qualifying business assets, including
farm enterprises. Related terms: Inheritance Tax, Family Business. Up to 100 % relief may be available if the
business is actively trading. Example: A farm machinery company owned by the farmer may qualify for BPR,
lowering the IHT liability on the assets. Challenge: The business must be “actively trading” and not merely a
passive investment; HMRC scrutinises the level of activity.

Capital Gains Tax – tax on the profit arising from the disposal of assets, including farm land and buildings.
Related terms: Deemed Disposal, CGT Exemption. At succession, a “no‑gain/no‑loss” rule often applies, but
transfers of assets outside the rule may trigger CGT. Example: If a farmer gifts a field to a child during life,
CGT may be payable on the market value at the time of gift. Challenge: Determining the appropriate base
cost and applying reliefs such as APR can be complex.

Capital Gains Tax Exemption – an allowance (£12 300 for 2025/26) that shields the first portion of gains from
CGT. Related terms: CGT Allowance, Annual Exempt Amount. While the exemption applies to individuals, it
does not apply to companies or trusts. Example: A farmer who sells an outbuilding and realises a £10 000
gain will owe no CGT if within the exemption. Challenge: The exemption is per person per tax year; using it
efficiently across family members requires careful planning.

Deemed Disposal – a notional disposal triggered by certain events such as death or gifting, used to
calculate CGT. Related terms: Capital Gains Tax, Inheritance Tax. At death, assets are deemed disposed of at
market value, potentially creating a CGT charge that can be offset against the estate’s IHT. Example: A farm
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building valued at £500 000 at death is deemed disposed of, generating a CGT liability that may be
reclaimed by the estate. Challenge: The timing of the deemed disposal and the availability of reliefs like APR
affect the net tax payable.

Deferred Tax Liability – a tax charge that is postponed to a future date, often used in succession planning to
smooth cash flow. Related terms: Inheritance Tax, Tax Deferral. Techniques such as “family limited
partnerships” can defer IHT until assets are sold. Example: A farmer transfers farm shares into a partnership,
delaying IHT until the partnership disposes of the land. Challenge: Deferred liabilities may accrue interest
and can be subject to changing tax legislation.

Estate Duty – the historic term for inheritance tax; still used colloquially. Related terms: Inheritance Tax, Tax
Planning. Understanding the evolution of the tax helps in interpreting legacy documents. Example: Older
wills may reference “estate duty” thresholds that differ from current IHT limits. Challenge: Translating
historic provisions into modern tax law requires professional advice.

Family Trust – a legal arrangement where assets are held by trustees for the benefit of family members.
Related terms: Trusts, Inheritance Tax. Trusts can be used to control farm assets and manage tax exposure.
Example: A “discretionary trust” holding farm shares can allow income distribution to lower‑taxed
beneficiaries. Challenge: Trusts are subject to the “10‑year charge” and periodic IHT charges, potentially
eroding benefits.

Farm Business Test – a criterion to determine whether a farm qualifies for certain reliefs, such as APR.
Related terms: Agricultural Property Relief, Business Property Relief. The farm must be run as a business and
generate at least 75 % of its income from agricultural activities. Example: A mixed farm with significant
tourism revenue may still meet the test if farming income is the majority. Challenge: Changing income
streams may cause the farm to fall out of the test, risking loss of reliefs.

Farm Lease – a contractual agreement granting the right to occupy and farm land for a specified term.
Related terms: Agricultural Tenancy, Rent Review. Lease terms affect the tax treatment of the interest,
influencing both CGT and IHT. Example: A 30‑year lease may be treated as a “leasehold” asset with a market
value for IHT purposes. Challenge: Lease renewals and rent reviews can alter the asset’s valuation and tax
position.

Farm Succession Plan – a comprehensive strategy outlining the transfer of farm ownership and
management to the next generation. Related terms: Tax Planning, Estate Planning. It integrates legal,
financial, and operational considerations to ensure continuity and tax efficiency. Example: A plan may
combine gifting of shares, use of APR, and establishment of a family trust. Challenge: Aligning the interests
of multiple heirs and adapting to regulatory changes requires ongoing review.

Farm Transfer – the movement of farm assets, either by sale, gift, or inheritance. Related terms: Capital Gains
Tax, Inheritance Tax. Each transfer triggers tax consequences that must be evaluated. Example: Selling a
portion of the farm to raise capital for diversification may attract CGT on the capital gain. Challenge:
Balancing liquidity needs with tax liabilities demands careful timing and valuation.

Gift Hold‑Over Relief – a relief allowing CGT to be deferred when assets are gifted, transferring the tax
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liability to the recipient. Related terms: Capital Gains Tax, Deemed Disposal. It can be used to pass farm
assets to children without immediate CGT, subject to conditions. Example: A farmer gifting a field to a child
can apply hold‑over relief, so the child inherits the original base cost. Challenge: If the recipient later
disposes of the asset, CGT will be due on the original gain plus any subsequent increase.

Ground Rents – periodic payments made by a tenant to a landlord for the use of land. Related terms:
Agricultural Tenancy, Rent Review. Ground rents affect the valuation of the leasehold interest for IHT.
Example: A nominal ground rent of £200 per annum may be ignored for tax purposes, but higher rents
increase the leasehold value. Challenge: Accurate assessment of ground rent levels is essential for correct
IHT calculations.

HMRC Guidance – official publications from Her Majesty’s Revenue & Customs providing interpretation of
tax law. Related terms: Tax Planning, Compliance. Guidance on APR, BPR, and trusts shapes practical
application. Example: HMRC’s “Technical Note TN 17/11” clarifies the farm business test. Challenge:
Guidance can be updated; relying on outdated material may lead to non‑compliance.

IHT Threshold – the nil‑rate band (£325 000 for 2025/26) below which no inheritance tax is payable. Related
terms: Inheritance Tax, Tax Planning. Effective planning seeks to keep the estate value below this threshold
or utilise reliefs. Example: A farm valued at £600 000 may fall below the threshold after applying APR,
reducing IHT exposure. Challenge: Asset re‑valuation and market fluctuations can push the estate above the
threshold unexpectedly.

IHT Reliefs – mechanisms that reduce the inheritance tax charge on specific assets, such as APR and BPR.
Related terms: Agricultural Property Relief, Business Property Relief. Reliefs can lower the effective tax rate
from 40 % to zero on qualifying assets. Example: Combining APR (50 % relief) with BPR (100 % relief) on
different parts of a farm can dramatically cut the IHT bill. Challenge: Eligibility criteria are strict; improper
claims may trigger investigations and penalties.

Inheritance Tax – a tax on the value of a deceased person’s estate above the nil‑rate band. Related terms:
IHT Threshold, Tax Planning. The standard rate is 40 % on the taxable portion, but reliefs and exemptions
can lower it. Example: An estate worth £1 million with a £325 000 nil‑rate band and APR on £400 000 of farm
land may owe only £140 000 in IHT. Challenge: Valuation disputes and timing of asset transfers can
significantly affect the final liability.

Joint Ownership – a form of ownership where two or more persons hold an asset together, often with rights
of survivorship. Related terms: Tenancy in Common, Inheritance Tax. Jointly owned farm assets may pass
automatically to the surviving owner, potentially avoiding IHT on the deceased’s share. Example: A husband
and wife own a farmhouse as joint tenants; on death, the survivor inherits full ownership without a CGT
charge. Challenge: Joint ownership may not align with succession intentions if the surviving partner wishes
to retain the asset but later passes it to heirs.

Land Valuation – the process of determining the market value of farm land for tax and planning purposes.
Related terms: Agricultural Value, APR. Accurate valuation is critical for calculating IHT, CGT, and reliefs.
Example: A professional valuer assesses a 100‑acre mixed farm at £2 million, separating agricultural and
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development components. Challenge: Valuation can be contested by HMRC; obtaining multiple opinions
and robust documentation mitigates risk.

Lifetime Gift – a transfer of assets made during the donor’s life, potentially subject to IHT if exceeding the
annual exemption. Related terms: Annual Exemption, Deemed Disposal. Gifts can reduce the estate’s value,
but may trigger CGT and IHT “seven‑year rule” charges. Example: A farmer gifts £3 000 of livestock to a
child; this falls within the £3 000 annual exemption, incurring no IHT. Challenge: Larger gifts must be
carefully timed and may attract IHT if the donor dies within seven years.

Mortgage Interest Relief – a deduction for interest paid on loans secured against farm assets, reducing
taxable income. Related terms: Taxable Income, Farm Finance. While not directly an IHT relief, it improves
cash flow for tax‑efficient succession. Example: A farmer with a £500 000 mortgage pays £20 000 interest
annually, which can be offset against farm profits. Challenge: Interest must be genuine and documented;
artificial arrangements may be disallowed.

No‑Gain/No‑Loss Rule – a principle that assets transferred on death are deemed to be disposed of at
market value, but the gain or loss is ignored for CGT purposes. Related terms: Deemed Disposal, Inheritance
Tax. The rule prevents immediate CGT on the estate, but the base cost for future disposals is reset to market
value. Example: A field passed to an heir on death retains its market value as the new base cost, eliminating
any CGT on the transfer. Challenge: Subsequent disposals will be taxed on the uplift from the new base cost,
potentially increasing future CGT.

Notional Value – an estimated value assigned to an asset for tax calculations when a market price is
unavailable. Related terms: Land Valuation, CGT. Used in determining APR relief and IHT charge on unique
farm assets. Example: A historic barn with no comparable sales may be assigned a notional value of
£250 000 for tax purposes. Challenge: HMRC may dispute the notional value, requiring evidence and
possibly leading to adjustments.

Off‑Shore Trust – a trust established in a jurisdiction outside the United Kingdom. Related terms: Family
Trust, Tax Planning. May be used for asset protection and tax deferral, but is subject to stringent UK
anti‑avoidance rules. Example: A farmer sets up a trust in Jersey to hold farm shares, aiming to defer IHT.
Challenge: The UK tax authorities closely scrutinise off‑shore structures; non‑compliance can result in heavy
penalties.

Owner‑Occupier – a person who both owns and lives in the farm dwelling, often qualifying for principal
private residence (PPR) relief. Related terms: PPR Relief, Capital Gains Tax. Owner‑occupier status can affect
CGT on the sale of the farmhouse. Example: A farmer selling the family home may claim PPR relief,
exempting the gain from CGT. Challenge: If part of the property is used for business, apportionment rules
reduce the relief.

Parental Transfer – the movement of assets from a parent to a child, either as a gift or via inheritance.
Related terms: Lifetime Gift, Inheritance Tax. Often used in succession planning to gradually shift ownership
while utilising annual exemptions. Example: A parent gifts £3 000 of farm equipment each year, staying
within the exemption. Challenge: Accumulated gifts may still be subject to the seven‑year rule if the parent
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dies soon after.

Participating Interests – shares in a farm business that entitle the holder to a proportion of profits and
assets. Related terms: Business Property Relief, Farm Transfer. Participation levels influence the amount of
relief available. Example: Holding a 25 % interest in a farm partnership may qualify for partial BPR.
Challenge: Complex partnership agreements can complicate the calculation of reliefs and the attribution of
gains.

Pension Contributions – payments into a retirement scheme that can reduce taxable income and free cash
for succession. Related terms: Tax Planning, Income Tax. Contributions may also be used to fund inheritance
tax payments. Example: A farmer contributes £40 000 to a personal pension, lowering the farm’s taxable
profit and creating a source of cash for IHT. Challenge: Pension limits and lifetime allowances must be
respected to avoid penalties.

Pension Withdrawal – taking benefits from a pension, which can provide liquidity for tax payments. Related
terms: Pension Contributions, Inheritance Tax. Strategic withdrawals can be timed to coincide with IHT due
dates. Example: A farmer withdraws £30 000 from a defined‑benefit scheme to settle an IHT bill on the farm.
Challenge: Withdrawals are subject to income tax and may reduce future pension income.

Principal Private Residence Relief – a CGT exemption for the gain on the sale of a dwelling that has been the
owner’s main home. Related terms: Owner‑Occupier, Capital Gains Tax. The relief can be apportioned if part
of the property was used for business. Example: A farmhouse used 70 % as a residence and 30 % as a
workshop may receive 70 % PPR relief on sale. Challenge: Accurate records of occupancy periods are
required to substantiate the claim.

Qualified Agricultural Land – land that meets the definition for APR, being used for agricultural purposes
and not for development. Related terms: Agricultural Property Relief, Land Valuation. Eligibility is essential
for obtaining the 50 % relief. Example: A 20‑acre plot planted with crops qualifies, while a neighboring plot
earmarked for housing does not. Challenge: Changing land use can disqualify the asset, causing loss of
relief.

Rent Review – a periodic adjustment of ground rent or lease payments to reflect market conditions. Related
terms: Ground Rents, Farm Lease. Rent reviews affect the valuation of leasehold interests for IHT. Example: A
10‑year rent review raises the annual rent from £1 000 to £2 000, increasing the leasehold value. Challenge:
Negotiating rent reviews can be contentious and may impact the tax position.

Retention Ratio – the proportion of farm income retained within the business versus distributed to owners.
Related terms: Profit Extraction, Tax Planning. A higher retention ratio can support reinvestment and reduce
personal tax exposure. Example: Retaining 60 % of profits allows the farmer to fund capital improvements
without drawing high‑rate dividends. Challenge: Balancing cash needs for personal expenses with the goal
of preserving capital for succession.

Revenue Farming – farming activities that generate income from sources other than primary agricultural
production, such as tourism or renewable energy. Related terms: Farm Business Test, Tax Planning.
Diversification can affect eligibility for APR, which requires a dominant agricultural income. Example: A farm
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leasing land for solar panels may still qualify for APR if farming income remains above 75 %. Challenge:
Monitoring income streams to ensure the farm stays within the relief criteria.

Rollover Relief – a CGT relief allowing the gain on the disposal of an asset to be deferred when the proceeds
are reinvested in a similar asset. Related terms: Capital Gains Tax, Asset Replacement. It can be employed
when selling farm buildings to purchase new facilities. Example: Selling an old barn for £200 000 and
purchasing a new shed for the same amount defers the CGT liability. Challenge: The replacement asset must
be acquired within a specified period (usually 12 months) and meet the “like‑kind” test.

Section 103 Relief – a CGT relief that eliminates gain on the transfer of assets between spouses or civil
partners. Related terms: Spousal Transfer, Inheritance Tax. It allows the surviving spouse to inherit the full
base cost. Example: A farmer transfers farm shares to his wife; the transfer is CGT‑free, preserving the
original acquisition cost. Challenge: The relief applies only to spouses/civil partners; other family members
do not qualify.

Shareholder Agreement – a contract among shareholders of a farm business outlining rights,
responsibilities, and exit mechanisms. Related terms: Family Trust, Farm Transfer. The agreement can include
provisions for succession, buy‑outs, and tax‑efficient transfers. Example: An agreement may stipulate that
departing shareholders sell their shares at market value, triggering CGT that can be mitigated by BPR.
Challenge: Drafting an agreement that balances flexibility with tax efficiency requires specialist legal input.

Spousal Transfer – the movement of assets between spouses or civil partners, usually free of CGT and IHT.
Related terms: Section 103 Relief, Inheritance Tax. It is a common step in succession planning to consolidate
assets. Example: A husband transfers ownership of the farm to his wife to utilise her lower income tax band.
Challenge: The transfer must be genuine and not a device to avoid tax; HMRC may challenge artificial
arrangements.

Stepped‑Up Basis – a CGT provision where the base cost of an asset is reset to its market value at the date
of inheritance. Related terms: No‑Gain/No‑Loss Rule, Capital Gains Tax. The stepped‑up basis eliminates any
unrealised gain for the heir. Example: A field bought for £100 000 and valued at £500 000 at death receives a
new base cost of £500 000 for the heir. Challenge: While beneficial for CGT, the stepped‑up basis does not
affect IHT, which still charges on the market value.

Strategic Gifting – the deliberate transfer of assets during life to reduce the eventual estate value and utilise
exemptions. Related terms: Lifetime Gift, Annual Exemption. It can be coordinated with APR to maximise tax
efficiency. Example: Gifting a parcel of land each year within the £3 000 exemption reduces the farm’s
taxable estate. Challenge: Gifts must survive the seven‑year rule; otherwise, they re‑enter the estate for IHT
purposes.

Tax Deferral – a technique that postpones tax liability to a later date, often to align with cash flow or lower
tax rates. Related terms: Deferred Tax Liability, Family Trust. Instruments such as “installment payments” of
IHT can spread the burden. Example: An IHT bill of £200 000 can be paid in five annual installments, each
subject to interest. Challenge: Interest accrues, and future tax rates may increase, eroding the benefit.

Tax Efficiency – the optimisation of financial arrangements to minimise tax liability while complying with
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legislation. Related terms: Tax Planning, Succession Strategy. It involves the coordinated use of reliefs,
exemptions, and structures. Example: Combining APR, BPR, and a family trust can achieve a low effective IHT
rate. Challenge: Over‑optimisation may attract HMRC scrutiny; balance is essential.

Tax Planning – the proactive arrangement of financial affairs to achieve the lowest possible tax outcome
within the law. Related terms: Tax Efficiency, Farm Succession Plan. It encompasses timing of transfers, use of
reliefs, and structuring of ownership. Example: Planning the sale of a farm building before death to benefit
from CGT exemptions. Challenge: Changing tax law requires periodic review of the plan.

Tax Relief – a reduction in tax liability granted by law for specific activities or assets. Related terms: APR, BPR.
Reliefs can be absolute (e.g., 100 % BPR) or partial (e.g., 50 % APR). Example: Claiming APR on qualifying
agricultural land reduces the IHT charge by half. Challenge: Eligibility must be documented; improper claims
can lead to penalties.

Taxable Income – the portion of earnings subject to income tax after allowances and deductions. Related
terms: Profit Extraction, Mortgage Interest Relief. Managing taxable income can free cash for succession
costs. Example: Claiming allowable expenses reduces the farmer’s taxable profit, freeing cash for IHT
payments. Challenge: Over‑claiming expenses may trigger HMRC investigations.

Tenant‑in‑Common – a form of co‑ownership where each party holds a distinct share that can be
transferred independently. Related terms: Joint Ownership, Inheritance Tax. Interests can be gifted or
bequeathed, affecting IHT calculations. Example: Three siblings own a farm as tenants‑in‑common, each
with a one‑third share. Challenge: Unequal shares may cause disputes and complicate tax reporting.

The Seven‑Year Rule – a rule governing the tax treatment of lifetime gifts; gifts made within seven years of
death may be subject to IHT on a sliding scale. Related terms: Lifetime Gift, Strategic Gifting. The closer the
gift to death, the higher the IHT charge. Example: A gift made two years before death may attract a 40 %
IHT charge on the amount exceeding the nil‑rate band. Challenge: Predicting lifespan is uncertain;
premature gifting may lock in reliefs that later become unnecessary.

Trustee – an individual or entity appointed to manage assets held in a trust, ensuring compliance with the
trust deed and tax rules. Related terms: Family Trust, Beneficiary. Trustees have fiduciary duties and may be
liable for tax errors. Example: A solicitor acting as trustee for a farm trust must file annual tax returns and
account for IHT charges. Challenge: Selecting competent trustees and providing clear instructions is vital to
avoid mismanagement.

Triple Net Lease – a lease where the tenant bears all operating expenses, including taxes, insurance, and
maintenance. Related terms: Farm Lease, Ground Rents. This structure can affect the valuation of the
leasehold interest for IHT. Example: A farmer leases a barn on a triple net basis, paying all associated costs,
which may increase the lease’s market value. Challenge: Accurate accounting of the tenant’s obligations is
required for tax reporting.

Undervaluation Risk – the possibility that an asset is valued below its true market value, leading to lower tax
reliefs but potential HMRC challenge. Related terms: Land Valuation, HMRC Guidance. While a lower
valuation can reduce IHT, it may be rejected. Example: Valuing a farmhouse at £300 000 when comparable
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sales suggest £450 000 may attract HMRC scrutiny. Challenge: Balancing tax savings with the risk of
adjustment and penalties.

Valuation Discount – a reduction applied to the market value of an asset for tax purposes, often reflecting
lack of marketability or control. Related terms: Land Valuation, APR. Discounts are used for minority
interests or non‑trading assets. Example: A 25 % minority share in a farm partnership may receive a 20 %
discount, lowering its value for IHT. Challenge: Discount percentages must be justified; excessive discounts
can be contested.

Variable Interest Rate Loan – a loan where the interest rate fluctuates with market indices, often used to
fund farm operations. Related terms: Mortgage Interest Relief, Cash Flow Management. The interest
expense can be deducted, affecting taxable profit. Example: A farmer borrows £200 000 at LIBOR + 2 % to
finance a land purchase; the interest is deductible. Challenge: Variable rates can create uncertainty in cash
flow and tax planning.

Veterinary Expense Deduction – an allowable expense for costs incurred on animal health, reducing taxable
profit. Related terms: Taxable Income, Farm Operating Costs. Proper documentation is required. Example:
£5 000 spent on herd health checks can be claimed as a business expense. Challenge: Only expenses directly
related to the farming business qualify; personal veterinary costs are excluded.

Yield Taxation – the tax treatment of income derived from farm yields, such as crops or livestock products.
Related terms: Taxable Income, Profit Extraction. Yield income is subject to income tax after allowances.
Example: Revenue from grain sales contributes to the farmer’s taxable profit. Challenge: Fluctuating yields
can cause volatile tax liabilities; forward contracts may be used to stabilise income.

Zero‑Rate Relief – a relief that reduces the tax rate to zero on specific assets, such as certain BPR‑qualified
business assets. Related terms: Business Property Relief, Tax Relief. It effectively eliminates the IHT charge on
qualifying assets. Example: A farm machinery business qualifying for 100 % BPR incurs no IHT on that
portion of the estate. Challenge: Maintaining the “trading” status is essential; passive holding may disqualify
the relief.
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