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Postgraduate Certificate in Farm Succession Planning (United Kingdom)

Estate Planning and Wills for Farm Succession

Estate planning for farm succession is a specialised area of law that combines the principles of inheritance,
tax mitigation and agricultural business continuity. It is essential for farmers who wish to transfer ownership,
management and control of their farm to the next generation or to a chosen successor while preserving the
economic viability of the enterprise. The following key terms and vocabulary form the foundation of any
postgraduate study of farm succession in the United Kingdom. Each definition is accompanied by an
example, a discussion of practical application and an outline of common challenges that may arise in
real-world situations. The aim is to provide a comprehensive reference that can be consulted throughout
the course and in professional practice.

Will — A legal document in which a person (the testator) sets out how their estate should be dealt with after
death. In farm succession a will often details the disposition of land, buildings, livestock, machinery and
business assets. For example, a farmer may write a will that leaves the farm to his two children in equal
shares, appoints his eldest son as executor and specifies that the younger daughter receives a cash lump
sum to purchase a new property. The practical application of a will is straightforward: it must be signed,
witnessed and stored safely. However, challenges arise when the will conflicts with statutory rules of
intestacy, when family members contest the document, or when tax reliefs such as Agricultural Property
Relief are not fully utilised because the will does not reflect the optimal ownership structure.

Testamentary capacity — The mental ability of a person to understand the nature of a will, the extent of their
property and the effect of their decisions. A farmer must be able to appreciate the consequences of
bequeathing land to a particular heir, especially where the farm is heavily indebted. A practical illustration: a
78-year-old farmer with early-stage dementia may still possess testamentary capacity if he can explain who
will inherit the farm and why. The challenge is that capacity can be disputed by relatives, leading to
potential litigation. Legal advice and medical evidence are often required to confirm capacity at the time the
will is executed.

Executor — The individual or professional (often a solicitor or chartered accountant) appointed in a will to
administer the estate, pay debts, and distribute assets according to the testator’s wishes. In a farm
succession scenario the executor may need to manage the sale of non-farm assets, arrange for the transfer
of title deeds, and liaise with HM Revenue & Customs (HMRC) regarding inheritance tax (IHT). For instance,
an executor might be tasked with overseeing the transfer of a 150-acre arable farm to the testator’s children
while ensuring that any outstanding agricultural loans are settled. Challenges for executors include dealing
with complex agricultural tenancy agreements, navigating tax reliefs, and handling disputes among
beneficiaries who may have differing views on the farm’s future direction.

Probate — The legal process by which a court validates a will and grants the executor authority to deal with
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the estate. Probate is required before land can be transferred, as the Land Registry will only register a title
change once probate has been obtained. A practical example: after a farmer’s death, the executor applies
for probate, which takes several months; during this period the farm may continue operating under a
temporary management agreement. One of the main challenges is that probate can be delayed by disputes,
missing documentation or the need to obtain valuations of farm assets, which in turn can affect cash flow
and the ability to meet tax liabilities.

Intestacy — The situation that arises when a person dies without a valid will. In the United Kingdom the rules
of intestacy prescribe a fixed distribution of the estate among surviving relatives. For a farm, intestacy can
be problematic because the default distribution may split the farm between several heirs, potentially forcing
a sale of part of the land to satisfy the statutory entitlements. An example: a farmer dies intestate leaving a
spouse and two adult children; under intestacy the spouse receives a statutory legacy and the remainder is
divided equally between the children, which could jeopardise the farm’s continuity if the children cannot
agree on joint ownership. The challenge is that intestacy leaves little room for tax planning, and the
resulting division may trigger a higher IHT bill and loss of Agricultural Property Relief.

Inheritance tax (IHT) — A tax on the value of a deceased person’s estate above the nil-rate band (£325,000 as
of the 2023-24 tax year). The standard IHT rate is 40 % on the chargeable amount. Farm succession planning
aims to minimise IHT by making use of reliefs, exemptions and strategic transfers. For example, a farmer
may transfer ownership of the farm to his children during his lifetime, taking advantage of the 7% annual
exemption and the lifetime allowance of £325,000 for gifts, thereby reducing the eventual IHT liability.
Practical challenges include correctly valuing farm assets, ensuring that the transfer qualifies for Agricultural
Property Relief, and navigating the seven-year rule for gifts, which can affect the eventual tax due if the
donor dies within seven years of making the gift.

Agricultural Property Relief (APR) — A relief that can reduce the taxable value of agricultural land and
buildings by up to 100 % for IHT purposes, provided certain conditions are met. APR is a cornerstone of
farm succession planning because it can effectively eliminate IHT on the farm'’s core assets. To qualify, the
land must be used for agricultural purposes, and the owner must have occupied the land as a farmer or be a
direct descendant of a farmer. A practical scenario: a farmer who owns 200 acres of arable land and a
farmyard building may claim 100 % APR, reducing the IHT chargeable on those assets to zero. The challenge
is that APR does not apply to non-agricultural assets such as residential houses on the farm, and the relief
can be lost if the land ceases to be used for farming within two years of the owner’s death. Careful
monitoring of land use and timely succession planning are therefore essential.

Business Property Relief (BPR) — A relief that can reduce the taxable value of business assets, including farm
businesses, by up to 100 % for IHT. BPR applies where the farm operates as a trading business rather than a
purely land-based activity. For instance, a mixed farm that runs a dairy operation, a farm shop and a
processing plant may qualify for BPR on the business assets, while the land itself may qualify for APR. The
practical application involves separating the business assets from the land in the estate valuation, often
through the use of a farm business trust or a company structure. A common challenge is proving that the
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farm is a trading business and not a passive investment, which may require detailed accounts, evidence of
active management and compliance with HMRC's trading tests.

Farm Business Asset Relief (FBAR) — An informal term used to describe the combined effect of APR and BPR
on a farm’s assets for IHT purposes. While not a distinct statutory relief, the concept is useful for planners
who need to assess the total relief available. For example, a farmer may calculate that 80 % of the farm’s
total value is covered by APR (land) and 20 % by BPR (business assets), resulting in a near-full exemption
from IHT. The challenge lies in ensuring that each component of the farm satisfies the specific criteria for
the respective relief, and that the documentation is robust enough to withstand HMRC scrutiny.

Capital Gains Tax (CGT) — A tax on the profit arising from the disposal of assets, including land and property,
when the market value exceeds the base cost. In farm succession, CGT may become relevant when assets
are transferred, sold or gifted. However, both APR and BPR can also provide relief from CGT, known as
Agricultural Property Relief for CGT and Business Asset Relief for CGT. A practical illustration: a farmer
transfers a block of grazing land to his son as a gift; the transaction is a “no-sale” for CGT purposes, but the
market value is deemed to be the consideration for CGT calculation. If APR is available, the CGT liability may
be reduced to zero. The challenge is that CGT reliefs are subject to a two-year ownership test, and any
subsequent sale of the land within two years of the transfer can trigger a CGT charge.

Deed of Variation — A legal instrument that allows beneficiaries of an estate to alter the distribution of assets
after death, often to achieve tax efficiencies. In farm succession, a deed of variation can be used to redirect
assets to a lower-taxed beneficiary or to create a trust that holds the farm assets. For example, the children
of a deceased farmer may execute a deed of variation to transfer the farm into a family farm trust, thereby
preserving the APR relief and potentially reducing future IHT liabilities. The practical application requires the
consent of all affected beneficiaries and must be completed within two years of the death. Challenges
include the need for professional advice to ensure the variation does not breach the terms of existing leases
or agricultural subsidies, and that the variation is correctly registered with HMRC.

Family Farm Trust — A trust established to hold farm assets for the benefit of family members, often used to
protect the farm from fragmentation, to manage tax exposure and to provide a mechanism for succession.
The trust can be structured as a discretionary trust, a life interest trust or a mixed arrangement. A practical
example: a farmer creates a family farm trust, transferring the freehold of the farm to the trust while
retaining a life interest. The trust's beneficiaries are the farmer’s children and grandchildren. The trust can
receive income from the farm, pay the farmer's living expenses, and later pass the assets to the next
generation. Challenges include the complexity of trust law, the need for ongoing professional
administration, and the potential for the trust to be subject to the “10% charge” on the value of assets
transferred into a discretionary trust for IHT purposes.

Life Interest Trust — A type of trust that grants a beneficiary (the life tenant) the right to receive income from
the trust assets for the duration of their life, after which the assets pass to another set of beneficiaries
(remaindermen). In farm succession, a life interest trust can allow a retiring farmer to continue receiving
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rental income from the farm while ensuring that the farm ultimately passes to the next generation. For
instance, a farmer may place the farm into a life interest trust, receiving the rental income during his
lifetime, with the children as remaindermen. The practical advantage is that the value of the life interest can
be excluded from the farmer’s estate for IHT, reducing the tax burden. However, the challenge is that the
life tenant may have limited control over farm management, which can create tension if the remaindermen
wish to implement different agricultural strategies.

Remainder Interest — The beneficial interest that vests in the remaindermen after the termination of a life
interest. In the context of a farm succession, the remainder interest usually represents the ultimate
ownership of the farm by the next generation. A practical illustration: after the death of the life tenant, the
farm passes to the children as remaindermen, who can then decide whether to continue farming, sell the
land or restructure the business. The challenge is that the value of the remainder interest may be subject to
IHT if not properly protected, and that it may be difficult to assess its value for tax purposes at the time of
the life tenant’s death.

Tenancy — The legal right to occupy and use land, often subject to a lease agreement. In farm succession,
tenancy arrangements are critical because many farms are operated under agricultural tenancies rather than
outright ownership. A common form is the Agricultural Tenancy, created under the Agricultural Holdings Act
1986. For example, a farmer who does not own the land outright may hold a tenancy that grants him the
right to farm the land for a specified term, with certain succession rights. The practical application involves
ensuring that the tenancy can be assigned or renewed by the successor, and that any rent reviews are
manageable. Challenges include the potential for rent increases, the need to obtain landlord consent for a
transfer, and the impact of the Agricultural Tenancies Act on the ability to pass the tenancy to a non-family
member.

Freehold — The outright ownership of land and any buildings on it, without time-limited restrictions. In farm
succession, freehold ownership provides the greatest degree of control and is often the preferred structure
for long-term planning. A practical example: a farmer who holds the freehold of a 300-acre mixed farm can
transfer the title to his children by deed, subject to tax considerations. The challenge is that freehold
ownership may expose the farm to market fluctuations in land value, and the transfer of a freehold can
attract significant stamp duty land tax (SDLT) if the transaction is not a gift.

Leasehold — A form of land tenure where the holder has a right to occupy and use the land for a fixed term,
typically ranging from 10 to 99 years. Many UK farms are leasehold, especially where the land is owned by a
private landlord or a public body such as the Crown Estate. In succession planning, leasehold interests can
be transferred to heirs, but the lease terms, rent reviews and renewal rights must be carefully examined. For
instance, a 75-year lease may contain a clause that allows the lessee to assign the lease to a family member,
subject to landlord consent. The challenge is that leasehold interests may be less attractive to lenders, and
that lease expiry can jeopardise the long-term viability of the farm if renewal is not secured.

Agricultural Tenancy — A specific type of tenancy created under the Agricultural Holdings Act 1986,
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designed to protect the interests of tenant farmers and to promote agricultural stability. The Act provides
security of tenure, rent review mechanisms and succession rights. A practical illustration: a tenant farmer
with a 30-year agricultural tenancy can pass the tenancy to a successor (often a family member) by serving a
notice of succession to the landlord, provided the successor is capable of carrying on the farm. The
challenge lies in the landlord'’s right to oppose the succession on reasonable grounds, and the need to meet
the “suitable person” test, which can be a source of dispute if the intended successor lacks farming
experience.

Succession Rights — The statutory or contractual rights that allow a successor to inherit or take over an
interest in a farm. In the UK, succession rights are most commonly associated with agricultural tenancies
and certain partnership arrangements. For example, a tenant farmer may have a right of first refusal on the
purchase of the freehold if the landlord decides to sell. The practical application of succession rights ensures
continuity of farming operations and can be used to negotiate favourable terms with landlords. Challenges
include interpreting the legal language of succession clauses, satisfying eligibility criteria, and dealing with
potential objections from other interested parties.

Partnership — A legal arrangement in which two or more persons carry on a business with a view to profit. In
farm succession, partnerships are often used when multiple family members wish to share ownership and
management responsibilities. A typical example is a family partnership where the father, son and daughter
each hold an equal share in the farming business. The partnership agreement will set out profit-sharing,
decision-making and exit provisions. The practical advantage is flexibility in allocating income and the
ability to retain assets within the family without transferring legal title. However, challenges include the
potential for personal liability of partners, the need for clear dispute-resolution mechanisms, and the
complexity of allocating IHT and CGT liabilities when a partner dies or wishes to exit.

Limited Liability Partnership (LLP) — A partnership structure that provides limited liability to its members,
similar to a company but with the tax transparency of a partnership. LLPs are increasingly popular for farm
businesses because they protect individual members from personal liability for business debts while
allowing profits to be taxed as personal income. For instance, a farmer may establish an LLP to hold the
farm'’s operating assets, with the family members as designated members. The practical benefit is that the
LLP can own the land, machinery and livestock, and members can receive income in proportion to their
interests. Challenges include the need to comply with Companies House filing requirements, potential
exposure to IHT on the members’ interests, and the requirement to maintain a separate LLP bank account
and accounting records.

Company — A separate legal entity incorporated under the Companies Act 2006, capable of owning
property, entering contracts and incurring liabilities. Many farm succession plans involve the creation of a
limited company to hold the farm assets, with shares allocated to family members. A practical example: a
farmer incorporates a company, transfers the freehold of the farm to the company, and then distributes
shares to his children, retaining a minority stake for himself. The company structure can facilitate share
transfers, enable external investment and provide a clear succession pathway. However, challenges include
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the exposure of the company’s assets to corporate tax, the need to manage dividend distributions, and the
potential for the “10% charge” on the value of shares transferred into a discretionary trust for IHT purposes.

Shareholder — An individual or entity that owns shares in a company. In farm succession, shareholders are
typically family members who hold the equity of the farm-holding company. For example, a farmer may
allocate 60 % of the company’s shares to his eldest son, 30% to his daughter, and retain 10 % for himself.
The practical implication is that shareholders have voting rights, receive dividends and may benefit from
capital growth in the company’s value. Challenges arise when shareholders have differing objectives, such as
one wishing to sell their shares while others prefer to retain the farm within the family, leading to potential
deadlock or the need for a shareholders’ agreement.

Director — A person appointed to manage the affairs of a company. In a farm company, directors are often
family members who oversee day-to-day operations, strategic planning and compliance with agricultural
regulations. A practical illustration: the farmer’s son serves as the managing director, responsible for cash
flow, livestock health and compliance with environmental standards. The director’s duties include acting in
the best interests of the company, avoiding conflicts of interest and maintaining proper records. Challenges
include ensuring that directors have the requisite skills and experience, managing the balance between
family dynamics and corporate governance, and dealing with potential liabilities for breaches of director
duties.

Share Transfer — The process by which ownership of company shares is transferred from one person to
another. In farm succession, share transfers can be used to gradually pass ownership to the next generation,
often through a “gift and loan” arrangement. For example, a farmer may gift 20 % of the shares to his
daughter while retaining a loan that the daughter must repay over a set period. The practical advantage is
that the transfer can be structured to take advantage of the annual IHT exemption for gifts of shares,
reducing the overall tax liability. Challenges include the need to value the shares accurately, the potential
for triggering a “chargeable lifetime transfer” if the value exceeds the exemption, and the risk of creating
intra-family disputes if the terms of the loan are perceived as unfair.

Gift and Loan Arrangement — A tax-efficient method of transferring assets where a donor gifts an asset
(such as shares) and simultaneously provides a loan to the recipient, which is later repaid. In farm
succession, this arrangement can be used to pass shares to children while retaining some control over the
timing of the transfer. A practical example: a farmer gifts 15% of his farm company shares to his son and
simultaneously lends £200,000 to the son, secured against the shares. The loan is repaid over ten years,
allowing the son to gradually increase his ownership while the farmer retains a degree of influence. The
challenge is that HMRC may view the loan as a “gift” if the interest rate is below market rates, potentially
attracting IHT. Careful documentation and the use of commercial loan terms are essential to mitigate this
risk.

Hold-over Relief — A relief that allows the transfer of certain assets (including farm assets) to a spouse or
civil partner without immediate IHT liability, deferring the tax until the recipient’'s death. In farm succession,
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hold-over relief can be used when a farmer wishes to pass the farm to his spouse while retaining the ability
to continue farming. For instance, a farmer transfers the freehold of his farm to his wife, claiming hold-over
relief; the IHT liability is deferred until she dies, at which point the value of the farm is reassessed. The
practical benefit is the deferral of tax and the preservation of capital for reinvestment. However, challenges
include the need to ensure that the transfer is a "gift” rather than a sale, and that the recipient is a
qualifying spouse or civil partner.

Spouse Exemption — An exemption that allows a person to transfer assets to a spouse or civil partner free of
IHT, regardless of the value of the assets. In farm succession, the spouse exemption is often used to move
the farm into the surviving spouse’s name upon the death of one partner, thereby preserving the farm for
the next generation. A practical illustration: a farmer’s will leaves the farm to his wife, making full use of the
spouse exemption. The challenge is that the exemption does not apply to transfers to anyone other than a
spouse or civil partner, so careful planning is required when the ultimate goal is to pass the farm to children
or grandchildren.

Charitable Remainder Trust (CRT) — A trust that provides an income stream to a beneficiary for a set period,
after which the remaining assets pass to a charity. In farm succession, a CRT can be used to achieve
philanthropic goals while reducing IHT and providing an income for the farmer. For example, a farmer may
establish a CRT that pays him an annual income from the farm’s profits for his lifetime, with the remainder
passing to a local agricultural charity. The practical advantage is that the value of the charitable interest can
be deducted from the estate for IHT purposes, potentially reducing the tax bill. Challenges include the
irrevocable nature of the trust, the need to meet the charity’s requirements, and the potential impact on
farm management if the charity’s objectives differ from the farmer’s operational goals.

Gift Hold-over Relief — A relief that applies when assets are transferred to a trust or another person and the
donor wishes to defer IHT until the recipient’s death. This relief is similar to hold-over relief but is
specifically used for gifts to trusts. In farm succession, a farmer may transfer the farm into a family trust,
claiming gift hold-over relief to postpone IHT. The practical benefit is that the farm’s value is not
immediately subject to IHT, allowing the family to retain cash for reinvestment. The challenge is that the
trust must be a “relevant trust” under UK tax law, and the donor must survive the transfer for the relief to be
effective; otherwise, the IHT becomes payable immediately.

Reversionary Trust — A trust that holds assets for a beneficiary during their lifetime, after which the assets
revert to another beneficiary. In farm succession, a reversionary trust can be used to ensure that the farm
remains within the family while providing for the care of a surviving spouse. For example, a farmer may set
up a reversionary trust that gives his wife a life interest in the farm, with the children as remaindermen. The
practical advantage is that the life interest can be excluded from the farmer’s estate for IHT, while the
remaindermen ultimately receive the farm. Challenges include the need to manage the trust's income and
capital, potential conflicts between the life tenant and remaindermen, and the requirement to file trust tax
returns.
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Presumption of Advancement — A legal principle that assumes a donor intended to advance the interest of a
child or close relative when a gift of property is made. In farm succession, the presumption of advancement
can be relevant when a farmer gifts a farm to his child without a formal will. The practical implication is that
the court may interpret the gift as intended to benefit the child, potentially overriding intestacy rules.
However, the presumption can be rebutted by evidence showing a different intention, such as a desire to
retain control of the farm. The challenge is that reliance on the presumption without proper documentation
can lead to disputes and unintended tax consequences.

Beneficiary — A person or entity entitled to receive benefits from a will, trust or insurance policy. In farm
succession, beneficiaries are typically family members, but may also include charities, business partners or
employees. For instance, a farmer’s will names his two sons as beneficiaries of the farm assets and a local
agricultural college as a charitable beneficiary of a portion of the estate. The practical consideration is that
each beneficiary’s rights must be clearly defined to avoid ambiguity. Challenges arise when beneficiaries
have conflicting interests, such as one wishing to sell the farm while another wishes to continue farming,
leading to potential litigation.

Executor's Account — A detailed statement prepared by the executor showing the assets, liabilities, receipts
and expenditures of the estate. In farm succession, the executor’s account must include valuations of land,
buildings, livestock, machinery and any business assets. A practical example: the executor commissions an
agricultural valuation firm to assess the farm'’s market value, records the outstanding farm loan, and
prepares a schedule of assets for probate. The challenge is that obtaining accurate valuations can be
time-consuming and costly, and discrepancies between valuations and tax assessments can lead to disputes
with HMRC.

Letter of Wishes — A non-binding document that outlines the testator’s preferences regarding the
distribution of assets, particularly useful in trust arrangements. While not legally enforceable, a letter of
wishes guides trustees in exercising their discretion. For example, a farmer may write a letter of wishes
stating that the farm should remain a family-run operation, that the eldest son should be appointed
manager, and that any proceeds from the sale of non-farm assets should be used to fund the
grandchildren’s education. The practical benefit is flexibility, allowing trustees to adapt to changing
circumstances. The challenge is that trustees are not obligated to follow the wishes, and ambiguous
language may lead to differing interpretations.

Trustee — An individual or corporate entity appointed to manage a trust in accordance with its terms and the
law. In farm succession, trustees may be family members, solicitors, accountants or a combination thereof. A
practical illustration: a family farm trust appoints the farmer’s two daughters as trustees, with a professional
farm management firm acting as a corporate trustee to provide expertise. The trustees are responsible for
overseeing the farm’s operations, distributing income to beneficiaries and ensuring compliance with tax
obligations. Challenges include potential conflicts of interest, the need for trustees to act impartially, and
the administrative burden of trust compliance, especially when the trust holds complex agricultural assets.
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Settlor — The person who creates a trust and transfers assets into it. In a farm succession context, the settlor
is usually the farmer who wishes to preserve the farm for future generations. For instance, a farmer
establishes a family farm trust, transferring the freehold and associated business assets into the trust,
thereby becoming the settlor. The practical effect is that the settlor relinquishes legal ownership, although
they may retain a life interest. Challenges arise when the settlor wishes to retain too much control,
potentially undermining the trust's effectiveness and exposing the arrangement to tax challenges.

Trust Deed - The legal document that sets out the terms, powers and duties of a trust, including the
identification of beneficiaries, trustees and the assets held. In farm succession, the trust deed must address
specific agricultural considerations such as tenancy agreements, environmental stewardship obligations and
eligibility for tax reliefs. A practical example: the trust deed of a family farm trust includes provisions for the
appointment of a farm manager, the distribution of rental income, and the conditions under which the farm
may be sold. The challenge is drafting a deed that is sufficiently detailed to cover all foreseeable scenarios
while remaining flexible enough to adapt to future changes in farming practice or legislation.

Beneficial Ownership — The right to enjoy the benefits of an asset, even if legal title is held by another party.
In farm succession, beneficial ownership may be separated from legal ownership through trusts, where the
trustees hold legal title but the beneficiaries have the right to income and capital. For example, a farmer's
children are the beneficial owners of the farm’s income, while the trust holds the legal title. The practical
implication is that beneficial owners are often the ones who pay tax on the income, while legal owners are
responsible for compliance with land registration. Challenges include ensuring that the separation of
ownership does not trigger unintended tax consequences, particularly in relation to IHT and CGT.

Control Clause — A provision in a trust deed or shareholders’ agreement that gives certain individuals the
right to direct key decisions, such as the appointment of directors, the sale of assets or the amendment of
the trust. In farm succession, a control clause can be used by an ageing farmer to retain strategic influence
over the farm's direction after transferring legal ownership. For instance, the settlor may retain a veto over
any sale of the farm’s core land. The practical benefit is continuity of vision, but the challenge is that such
clauses can be viewed as restrictive, potentially deterring external investors or causing friction with
beneficiaries who desire greater autonomy.

Family Partnership Agreement — A contract that outlines the rights, duties and profit-sharing arrangements
among family members who jointly own a farm business. It typically addresses decision-making, capital
contributions, succession planning and dispute resolution. A practical illustration: the farmer’s three children
sign a partnership agreement that sets out each child’s share of profits, the process for admitting new
partners, and a "buy-out” formula if one partner wishes to exit. The advantage is clarity and legal
enforceability; the challenge is that disagreements over farming strategy or financial contributions can still
arise, and the agreement may need to be updated as the business evolves.

Farm Business Asset (FBA) — An asset that is used directly in the operation of a farming business, such as
livestock, machinery, breeding stock, and crop inventories. For IHT purposes, FBAs may qualify for Business
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Property Relief if they meet the trading test. A practical example: a farmer’s herd of dairy cattle is classified
as an FBA, and the value of the herd is reduced by 100 % under BPR, eliminating IHT on that portion of the
estate. Challenges include demonstrating that the asset is used for trading rather than investment,
maintaining accurate records of acquisition costs, and dealing with fluctuations in market value that can
affect tax calculations.

Land Value Appreciation — The increase in the market price of agricultural land over time, often driven by
factors such as demand for housing, changes in planning policy, and improvements in agricultural
productivity. In farm succession, rising land values can create significant IHT liabilities if the land is
transferred upon death. For instance, a farm that was valued at £2 million ten years ago may now be worth
£4 million, potentially doubling the IHT due. Practical strategies to mitigate this include making lifetime
gifts, using APR, or establishing a farm business trust. The challenge is that market conditions are
unpredictable, and premature gifting may reduce the farm'’s ability to secure financing for future
investment.

Planning Permission — The consent granted by the local planning authority to carry out development or
change of use on land. In succession planning, the need for planning permission can affect the farm’s value
and the feasibility of future development. For example, a farmer may wish to convert a portion of the farm
to renewable energy generation, requiring planning permission that could increase the farm’s income and
attractiveness to heirs. The practical consideration is to assess the likelihood of obtaining permission and to
factor this into valuations. Challenges include lengthy approval processes, potential objections from
neighbours, and the risk that denied applications may diminish the farm’s projected value.

Environmental Stewardship Scheme — A government programme that provides payments to farmers for
managing land in an environmentally beneficial way. Participation in such schemes can affect the farm's
cash flow and may be a factor in succession planning. For instance, a farmer who receives stewardship
payments for maintaining wildlife habitats may need to ensure that the successor understands the
obligations attached to the scheme. The practical benefit is additional income and compliance with
sustainability goals; the challenge is that the scheme’s terms may bind the farm for many years, limiting
flexibility for future changes in land use or ownership.

Farm Diversification — The practice of expanding farm activities beyond traditional agriculture, such as
adding tourism, renewable energy, or food processing. Diversification can increase the farm’s profitability
and provide additional assets for succession planning. A practical example: a sheep farm adds a farm shop
and a small-scale cheese-making operation, creating new revenue streams that can be transferred to the
next generation. The challenge is that diversified activities may introduce new regulatory requirements,
insurance considerations and tax implications, requiring careful integration into the overall succession plan.

Farm Management Agreement — A contract that sets out the terms under which a manager or successor will
operate the farm, including remuneration, responsibilities and performance targets. In succession planning,
such agreements can provide a smooth transition by clearly defining the roles of the outgoing farmer and
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the incoming manager. For example, a retiring farmer signs a management agreement with his daughter,
specifying a salary, profit-share arrangements and a three-year training period. The practical advantage is
continuity of operations; the challenge is ensuring that the agreement is flexible enough to adapt to
changes in market conditions while still protecting the farm'’s long-term viability.

Succession Planning Workshop — A facilitated session involving the farmer, family members, advisors and
possibly key employees, aimed at discussing goals, expectations and strategies for the farm'’s future.
Workshops help surface hidden concerns, align expectations and identify potential obstacles. A practical
illustration: a farm succession workshop reveals that the farmer’s son wishes to pursue a career in renewable
energy, prompting the creation of a diversification plan that integrates solar panels into the farm'’s
operations. The challenge is that workshops can expose family tensions, and the facilitator must manage
emotions while keeping the discussion focused on actionable outcomes.

Tax Planning — The strategic arrangement of financial affairs to minimise tax liabilities within the law. In farm
succession, tax planning encompasses IHT, CGT, APR, BPR, SDLT and other relevant taxes. A practical
example: a farmer structures the transfer of the farm’s freehold to a family trust, uses hold-over relief for the
spouse, and times the gifting of shares to children to stay within the annual exemption. The challenges
include keeping abreast of legislative changes, ensuring compliance with complex relief conditions, and
balancing tax efficiency with the farm'’s operational needs.

Stamp Duty Land Tax (SDLT) — A tax payable on the acquisition of land and property in England and
Northern Ireland. Transfers of farm land that are not gifts may attract SDLT, which can be significant for
high-value farms. For example, a farmer sells a parcel of land to his daughter for market value, incurring
SDLT at the applicable rates. The practical implication is that SDLT must be factored into the cost of
succession, and the timing of transfers may be adjusted to minimise the tax burden. Challenges arise when
the transaction is a “gift” but HMRC recharacterises it as a sale, leading to unexpected SDLT liabilities.

Deed of Trust — A legal instrument that creates a trust by transferring legal title of assets to trustees for the
benefit of beneficiaries. In farm succession, a deed of trust may be used to place the farm’s land, buildings
and business assets into a trust while the farmer retains a life interest. A practical illustration: the farmer
executes a deed of trust, appointing his two sons as trustees and naming his wife as a life tenant. The
benefit is the separation of legal ownership from beneficial enjoyment, facilitating tax planning and asset
protection. The challenge is that the deed must be drafted precisely to satisfy tax relief criteria and to avoid
unintended restrictions on the farm’s management.

Valuation — The process of determining the market value of assets
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