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The O’Sullivan Family

Paddy (69)

Owns the home farm which was inherited from
his father. Receives state pension and also has
private pension.

He wants

» To see farm continue in the family

« To remain involved but reduce responsibility
« Some ongoing income from the farm

« To avoid Fair Deal complications

Concerned about

* How to treat all children fairly
* Maintaining farm viability

« Tax implications of transfer

* Timing of the transfer

Mary (68)

Worked part-time as a school secretary. Now
retired and receiving state pension. Jointly
owns some of the farm assets.

She wants

« Peace in the family

» Enough income for retirement

« Help all children get established

Concerned about

» Family relationships remain strong
* Financial security in old age

« Potential nursing home costs




The O’Sullivan Family

Siobhan (32)

Corm (30)

Donal 28)

Primary school teacher. Married
with one young child.
Lives in local village.

She wants

« See parents financially secure

« Help with housing costs

« Understanding that farming
not for her

Concerned about

« Being treated fairly vs. Cormac

« Parents having enough for
retirement

» Impact on family relationships

5

Lives at home. Runs a scanning/
embryo transfer business.
Has Green Cert Level 6 .

He wants

» Take on more farm responsibility

* Continue to build off farm business

* Buy the leased land & build new
facilities

Concerned about

« Parents staying too involved day-
to-day

* Long-term farm viability

« Meeting Active Farmer Test

 Building his own house on farm

Works as a civil engineer in Dublin.
Bought his own house there. No
farm interest but loves visiting home.

He wants

« Happy to see Cormac take over
the farm

« Parents to be looked after

« Family connections maintained

Concerned about

* Being excluded from family
decisions

« Parents working too hard at their
age




The family’s - Deadlines, Decisions & Questions

6.

Time Pressure - Paddy turning 70 soon
Young Farmer Deadline - Cormac is a young farmer
Fair Deal Concerns — 5 year look back

‘ki-‘zn/

80% Test - Agricultural Relief requirements

Family Fairness - Treating all children equitably

& Farm Viability - Keeping the farm economically sustainable
$» Income Needs - Parents requiring ongoing income
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Professional Expertise Needed!

- Who did they consult to get advice?

Solicitor

A ccountant

Ag.
Adviser

Farmer

Family
Member

— .




What did they learn?

A will is an important safety net.

There are taxes at play and they can affect all parties
Capital Gains Tax (CGT)
Capital Acquisitions Tax (CAT)
Stamp Duty (SD)

Reliefs are available that can reduce or eliminate the taxes

Planning and advice are invaluable in the process
Advice might cost in fees but will pay for itself many times over

In tax savings
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Risks of not having a Wil

* Legal Limbo

* Farm / Assets may be split up

» Unexpected bills (Tax / Fair Deal)

* Arguments and family division

ceogosc

AcricuLTure aND Foop DevELoPMENT AUTHORITY



1.

o

The Plan

Establish registered farm partnership between
Paddy (30%), Mary (20%) and Cormac (50%)

. Transfer site to Siobhan - max 1 acre
. Transfer remaining land to Cormac and avail of YTFR

- Cormac hopes to buy leased land

. Parents to update their wills with new wills to be put in place for

the asset owning children

Parents also commit to leaving home house to Donal in will
Rental property (will to Siobhan & Cash)

. 15 acres to Cormac (and remaining cash, etc in residue)
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What’s Achieved for each family member

Paddy — Farm will continue and he can keep involved and support
Cormac. Certainty over tax and fair deal concerns.

Mary — All family in agreement with the plan and she can look forward to
years with family members around and all getting on well

Cormac — Happy to be moving forward with succession through a
registered farm partnership structure. Roles & input for his parents and
himself agreed. Partnership tax reliefs and incentives will be useful.

Siobhan — Content that she has had input to the plan and will receive
cash, rental property and a site option to help with housing costs.

Donal — Feels involved and is going to receive the home house in the will
leaving him with a strong connection to home.
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Tax Summary

Siobhan (32)

Threshold €400,000

Receives on inheritance

Townhouse valued €220,000
Site ¢ 1ac valued €50,000
Cash €130,000

CAT Tax lability €0

Donal (28)

Cormac (30)

12

Threshold € 400,000

Receives on inheritance

Home house valued €250,000
Cash €130,000

CAT Tax lability € 0

Threshold € 400,000

Receives lifetime gift

95 ac farm valued €1,200,000
15 ac valued €200,000
Stock and machinery €200,000
Stamp duty <35 yo €0
CAT (€160,000) €0
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Nursing Home Support Scheme (Fair Deal)

« Nobody knows if they will need care

* Assessment of means (80% income) and assets (7.5% per year)

* Syear look back rule on assets

Apply for 3 year Cap — successor required

Very Expensive — Must plan in advance




What you need to know...

Am | going to pay any tax?
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Transferee is the receiver of the farm asset(s)
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(CGT)

~

Capital Gains Tax

Retirement Relief >

Entrepreneur Relief

,

.

rCapital Acquisitions Tax

Young Trained Farmer Relief>

(CAT)

< Agricultural Relief >
Business Relief

Stamp Duty

Consanguinity Relief
y
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Rate of tax 33%

Transfer takes place when the current owner IS ALIVE
&
« Transferis by GIFT (no money changing hands)

Ca p ital Where it OR by Disposal by SALE

&
. applies - Transfer of a capital asset such as land, buildings, basic
Gains Tax

payment entitlements
(Doesn’t apply to livestock, machinery etc.)

Taxes the gain in value of an asset at 33% of the gain
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Example of CGT

No reliefs applied

95 acres acquired for €300,000

Same 95 acres qgifted
at €1.2 million value

Capital
Gains Tax Gain of €900,000
(CGT) Tax @ 33% applied - €300,000
Check if Tax Relief is Available
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Retirement
Relief from
Capital

Gains Tax
(CGT)

You do not have to retire after availing of this

Main

» Transferor 2 55 years of age

relief

Conditions -+ OWNED and USED the assets for the business = 10 years

» Child transferee must retain assets for at least 6 years to avoid
clawback of relief

Market Value of Assets potentially

Any other person

Di |t Age of disponer
SLIEl ge ot dlsp eligible for relief
Upper Limit of €10 million
e Excess chargeable to CGT
A child of the owner

From s =70 vears Upper Limit of €3 million

1Jan y Excess chargeable to CGT

2025
> 55 to < 70 years|Full relief only up to €750k (lifetime limit)

> =70 years

Full relief only up to €500k (lifetime limit)




Capital
Gains Tax

Other
Reliefs

Entrepreneurial Relief

This relief gives a CGT rate of 10% on gains from the disposal of qualifying
business assets. This is reduced from the normal rate of 33%. There is a lifetime

limit of €1 million on the gains that you can claim relief on.

Annual Exemption - €1,270
Indexation Relief (1974 — 2003)

Site to Child Relief )

Principal Private Residence relief

Siobhan

Transfers between Spouses
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Transferee

(The Receiver)

Cap|ta| ( Capital Acquisitions )
. mgs Tax (CAT)
AchISItlons Agricultural Relief
Tax - Business Relief )
(CAT) i Stamp Duty )

Young Trained Farmer Relief

Consanguinity Relief
. A
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Rate of tax 33%

» Gifts - transfers by Transferor (without full
consideration) during their lifetime

Capltal Where It . Inheritances - transfers either by Will or otherwise
applies on death of Transferor

Acq uis |t|0ns » Potentially applies to total value of land, buildings,

Tax direct payment entitlements and other assets
received less any consideration given to Transferor

(CAT)

Tax free thresholds and Reliefs are available
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Every transferee is entitled to a tax-free threshold

*“a::

« Tax free threshold depends on relationship with Transferor
« All acquisitions within Transferee lifetime and within threshold are grouped

Capltal Current

Acquisitions Group Threshold
Tax Son/Daughter, minor child of deceased child | €400,000

A (Fav Nephew/ Niece)
(CAT)

Tax Free
Thresholds C |Any other person €20,000

Lineal Ancestor/ Descendent, brother, sister, | €40,000
B |niece, nephew




Main Relief used in farm transfers

e

N Reduces the taxable value by 90% of its value before
b, comparing to the relevant tax free threshold

Capital
Acquisitions

Tax  Financial Farmer Test - 80% of transferee’s assets must be classed

as Agricultural
(CAT)

Agricultural

.  To avoid clawback must retain assets received for 6 years
Relief d
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Conditions apply:

« Active Farmer Condition —the beneficiary or a lessee must have
agricultural qualification or must commit to spend 50% of working

time farming




Capital
Acquisitions

Tax
(CAT)

Agricultural
Relief

Example of Agricultural Relief

CAT Calculation — when land is transferred to Cormac

Value if Ag Assets Transferred €1.2 mill
Value of Non-Ag Assets €130,000
Total Assets €1,330,000
Farmer Asset Test Result 90% Ag Assets

Farmer test Passed?

YES (€1.2m @10%)

Category A Threshold €400,000

€120,000 used

Category A Threshold remaining after event

€280,000 left
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w‘: -

CAT- Active
Farmer
Condition

To meet the Active Farmer Test the beneficiary must
either

« Have an agricultural qualification (as listed in Schedule
2, 2A or 2B of the Stamp Duties Consolidation Act 1999)

or

« Farm the agricultural property for at least 50% of his or
her normal working hours.

or

» Lease the property to someone who satisfies either of
the above and who farms the agricultural property on a
commercial basis for at least six years from that date.
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http://www.oireachtas.ie/documents/bills28/acts/1999/a3199.pdf

: * Annual Small Gift Exemption - €3,000
Capital

Acquisitions
Tax  Business Relief

(CAT)

Ol oV - IT=i) * Favourite Nephew/ Niece Relief
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Potentially liable on Transferee where Transferor gives a lifetime gift
Does NOT apply on inheritances
Calculated on total value of land & buildings received
Not applied to Direct Payment entitlements received
Rate of Stamp Duty:

« 7.5% on non-residential assets such as farmland & buildings

» Residential Property - 1% up to €1m

2% from €1 - €1.5m

6% on excess over €1.5 million

Reliefs are available
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* Transferee under the age of 35 at date of transfer

* For relief at the time of transfer must have achieved Level 6

Stam p Agricultural Qualification

DUty * Must have Business Plan certified by Teagasc

Young

« Transferee applicant must actively farm the land for 5 years after

) ai

Trained e

Farmer Potential full relief from Stamp Duty
Relief . Currently available until 31/12/2029
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Where Transferee is a blood relation of Transferor

Imposes maximum potential Stamp Duty rate of 1%

Farmland only and must be actively farmed after

Stamp Duty

transferring (can be by any farmer)
Consanguinity
Relief

No age limits on either party to the transfer at present

Available until 31/12/2028 (reviewed in budgets every 3 years)
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Land transferred in 2025 Rate Liability
95 Acres valued at €1.2 million 7.5% €90,000
Stamp Duty
Consanguinity relief 1% €12,000
Calculations
Young Trained Farmer Relief 0% €0

ceogosc

AcricuLTure aND Foop DevELoPMENT AUTHORITY




Summary of Taxes

Tax Name: CGT CAT Stamp Duty
Rate: 33% 33% 7.5%
Young Trained
Relief Available: Retirement Agricultural Consanguinity (1%)
Farmer (0%)

If transferee >35
Land €0 €0 €0

years of age

€0 as under CAT A

Site Site to child relief €0 7.5% (non-residential rate)
threshold
None on 33% above CAT A
Townhouse None on inheritance
inheritance threshold
33% above CAT A None on inheritance
Cash -
threshold
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Item

Limits

Succession Farm Partnership —Income tax credit
Young Trained Farmer Stamp Duty Relief

CAP Direct Payment top-up payments

Higher Rate of Grant aid for developments
Retirement Relief commencement

Retirement Relief ceiling reduction

100% Stock Relief for young farmer

RFP grant 50% & Succession Advice Grant 50%

Fair Deal Scheme

Before Age 32

Before Age 35

Age 40 & within 5 years
Age 40 — 60%

Age > 55

Age >70

Within 4 years

50% of €3000 max

5 Year “Look Back” C

|
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Talk Early — Talk Often....

Maximise Reliefs To Minimise Tax

BUT don’t let taxes completely dictate what is right for you and your
family when it comes to farm transfer




or Visit www.teagasc.ie/farm transfer IFA Webinar on Fair Deal with HSE

céagosc
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