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Navigating Agricultural  
Business Exits: 
A Guide to Seamless Transitions and Family Prosperity

When the family farm becomes a 
financial decision, planning how to 
change or step back from this becomes 
emotive and frightening. For those 
who’ve put their heart and soul into 
farming, thinking about changing or 
leaving requires careful thought. 

In this article, we’ll look at two examples 
of options for farming business owners 
to move away from farming or changing 
this, while keeping it simple and focusing 
on what suits the owner and their family.

OPTION 1: SELLING THE 
BUSINESS

The hardest decision to exit is to sell the 
whole farm. This decision may impact 
a farming family most significantly but 
can provide the owner and family with a 
lump sum of cash for their years of hard 
work and the capital growth they have 
generated. Engaging with land agents, 
finance and tax and legal professionals 
to optimise the transaction value and 
minimise tax liabilities is essential from a 
financial and tax perspective.

Main Benefits:

Money to invest: Selling can offer 
immediate increased financial security 
and flexibility, giving the owner and their 
family a chance to reflect and consider 
future investments and returns without 
the significant farming responsibilities.

Diversification: The sale proceeds may 
be used to invest into new opportunities 
or enhance existing investments, 
reducing risk and potentially generating 
additional income streams for the family, 
enhancing cashflow for the family.

Retirement: The sale cash can be used 
to invest for the retiring family members, 
ensuring they have capital and income 
for their retirement.

Legacy Sales: Selling the business to a 
reputable buyer can preserve the legacy 
of the farming business, allowing the 
family to pass down a positive reputation 
and goodwill in the farming community.
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OPTION 2: PASSING DOWN THE 
BUSINESS TO FAMILY

For many, passing down the business 
to the next generation is a deeply 
rooted aspiration as custodians for a 
farming business. This option involves 
careful succession planning, legal 
documentation, and addressing potential 
tax implications and planning options 
early.

Benefits: 

Family Legacy: Passing on the business 
keeps the family legacy alive, allowing 
subsequent generations to continue 
the profitable and sustainable business, 
with core values instilled by the founding 
members. For many owners, knowing 
that their life’s work will continue in 
the hands of family members brings 
immense satisfaction and fulfilment.

Tax Benefits: An appropriately 
structured, family succession plan can 
offer significant tax advantages for the 
family. Utilising tools such as business 
restructures, trusts and lifetime gifting 
strategies and will planning, can minimise 
tax liabilities and ensure a smooth 
transition.

Community Connection: A family-
operated farming business can positively 
impact the local community. The 
business can continue contributing to the 
community’s economic and social fabric 
by keeping it within the family or selling 
to the right buyer.

KEY TAX TIPS:

Estate and IHT Planning: Formal 
considered estate planning is crucial 
to mitigate estate taxes. It would be 
best to explore options like tax-efficient 
structures, wills, trusts and other 
investment options. Expert advice helps 
with tax planning, especially regarding 
what happens after the owner isn’t in 
charge.

Small Gifts Matter: Consider using 
annual gift exemptions, gift reliefs and 
gifts out of income and other gifting 
strategies to transfer capital and 
ownership gradually, minimising the tax 
burden on the generations. Passing over 
part shares in farming businesses, as gifts 
over time can help save on taxes. 

Know Your Farm’s Value: Understanding 
how much the farm is worth ensures 
everyone agrees on a fair deal, whether 
sold or passed on.

Matrimonial Risk: Marriage and 
relationship breakdowns can be 
heart-breaking for the couple and 

the farming family if assets are lost to 
divorce settlements. This needs careful 
consideration if updating Wills and 
considering lifetime gifts. Pre and Post 
Nuptial agreements may also need 
consideration.

Summary: Passing over and exiting a 
farming business is a complex process 
that requires thorough planning, with 
consideration of tax, financial, and family 
wishes. Both selling the business and 
passing it down to family members offer 
unique benefits, and the choice ultimately 
depends on the owner and their families’ 
goals and priorities and financial 
requirements. By carefully navigating 
these options and collaborating with 
experienced professionals, farming 
families can facilitate a transition that 
benefits them now and the future for 
their families.

Embarking on succession planning is a 
pivotal part of the journey for leaving a 
family legacy, and having your accountant 
and other professional advisors by your 
side can make all the difference. Enabling 
transition where financial and tax detail 
is expertly managed, ensures maximum 
benefits for you and your family. We 
specialise in succession planning 
to optimise tax strategies, business 
restructuring and estate planning for a 
long-term prosperity. 

Let us know if you’d like us to work with 
you designing a roadmap that aligns with 
you and your family’s aspirations and 
safeguards the family farming business. A 
succession plan isn’t just a document, it is 
a strategic investment for the future. 

TOP TEN TIPS FOR SUCCESSFUL 
SUCCESSION PLANNING:

1.Start Early: Begin planning the 
succession early to help start the period 
of transition.

2. Family Conversations: Open and 
honest communication within the family 
is crucial. Discuss goals, expectations, 
and individual roles before starting the 

succession plan.

3.Professional Guidance: Seek advice 
from tax advisors, land agents, legal, 
financial and bank advisors to navigate 
the complexities of succession planning 
and optimise tax benefits.

4. Understand Finances: Clearly 
understand the farm’s financial health, 
valuations, and potential tax implications 
to make informed decisions and ensure 
the bank is supportive of your strategy.

5.Explore Options: Consider various exit 
strategies, such as selling the business, 
passing it down to family, or combining 
both to find the best fit for your situation.

6.Legal Document: Ensure legal 
documents are complete and up to 
date, including partnership agreements, 
shareholders agreements, wills, trusts, 
and property ownership, to avoid 
conflicts and assist with transition.

7.Equip and motivate successors: Invest 
in the next generation to help them 
develop the skills and knowledge to 
run the business successfully. This may 
include on-the-job coaching and training 
and more formal training, if necessary.

8.Test the Waters: Gradual transition 
periods, where successors take on 
increasing responsibilities, as paid 
employees can help gauge their 
commitment, skills and readiness and 
help ease the adjustment for everyone 
involved.

9.Independent Reviews: Bringing 
in external advisors or mentors can 
provide fresh insights and unbiased 
perspectives, contributing to the success 
of a succession plan.

10.Monitor and Adapt: Regularly 
review and update the succession 
plan to account for changes in family 
circumstances, tax legislation, market 
conditions, and business goals, ensuring 
it has relevance and is effective.



Expert Guidance on Asset Gifting  
Strategies Under UK Tax Law

Embarking on the journey of gifting 
assets to your family involves more 
than just financial transactions; it’s a 
strategic approach to legacy planning. 
Understanding the intricacies of asset 
gifting is paramount for a tax-efficient 
and impactful wealth transfer. Here, we 
will explore the tax benefits offered by 
various gifting strategies.

The UK provides avenues for tax-free 
gifting through annual and lifetime 
allowances, offering individuals 
opportunities to craft a tax-efficient 
legacy. These allowances are not static 
and are subject to shifts in tax legislation, 
making it imperative to stay informed 
about the prevailing thresholds.

SO FIRST, WHAT ALLOWANCES 
ARE AVAILABLE:

When considering gifting assets to 
your family, it’s crucial to navigate the 
intricacies of tax implications. 

Holdover relief

Holdover relief emerges as a valuable 
tool, particularly, when transferring 
business or farming assets, but 
understanding the relationship between 
Inheritance Tax (IHT) and Capital Gains 
Tax (CGT) reliefs is essential. Holdover 
relief lets people or businesses delay or 
lessen the amount of capital gains tax 
(CGT) they have to pay when they give 
certain assets to someone else. Instead 
of paying CGT right away when they 
transfer the asset, they can “hold over” 
the gain and pay it later, like when the 
person who got the asset sells it. People 
often use holdover relief for giving gifts 
or passing assets within families, or when 
transferring assets between companies 
in the same group. 

Annual Gift Allowance:

A cornerstone of tax-efficient gifting is the 
annual gift allowance, which is currently 
£3,000. Leveraging this allowance 
empowers you to make tax-free gifts 
each tax year without them being added 
to the value of your estate.

Small Gift Exemption:

For those thoughtful gestures and tokens 
of affection, the small gift exemption 
allows tax-free gifts of up to £250 to 
any number of individuals. These small 
acts can carry sentimental value without 
triggering inheritance tax implications.

Gifts for weddings or civil partnerships

Each tax year, you can give a tax-free gift 
to someone getting married or starting a 
civil partnership. You can give up to:

• £5,000 to a child

• £2,500 to a grandchild or great-
grandchild

• £1,000 to any other person

Suppose you’re giving gifts to the same 
person. In that case, you can combine a 
wedding gift allowance with any other 
allowance, except for the small gift 
allowance.

You can also make regular payments.

You can make regular payments to 
another person to help with living costs. 
There’s no limit to how much you can 
give tax-free, as long as:

• you can afford the payments after 
meeting your usual living costs

• you pay from your regular monthly 
income

• These are known as ‘normal 
expenditure out of income’. 

They can include:

• paying rent for your child

• settling into a savings account for a 
child under 18

• giving financial support to an elderly 
relative

Suppose you’re giving gifts to the same 
person. In that case, you can combine 
‘normal expenditure out of income’ with 
any other allowance, except for the small 
gift allowance. 

For example, you can give your child a 
regular payment of £60 a month (a total 
of £720 a year) and use your annual 
exemption of £3,000 in the same tax 
year.

STRATEGIC GIFTING 
APPROACHES:

Strategic Cash Gifts:

The annual gift allowance opens avenues 
for regular cash gifts, providing financial 
support for specific needs such as 
education or homeownership. This 
optimises your tax position and fosters 
economic empowerment within your 
family.

Appreciating Asset Transfers:

By strategically transferring assets poised 
for appreciation, you share your wealth 
and potentially shield future growth from 
inheritance tax. This forward-thinking 
approach aligns your legacy with prudent 
financial management.

Family Maintenance Payments:

Recognising the nuances of family 
dynamics, regular gifts for the 
maintenance of loved ones, when 
structured appropriately, remain exempt 
from inheritance tax. This approach 
ensures that financial support aligns 
seamlessly with the accustomed standard 
of living.

Implementing these strategies can 
substantially mitigate your inheritance 
tax liability, safeguarding your wealth 
and your family’s financial future. 
Understanding available allowances and 
exemptions forms the bedrock of this 
personalised approach. 

Gifting assets is not just about numbers 
on a ledger; it’s about empowering your 
loved ones. Providing the means to 
navigate significant life events or pursue 
aspirations fortifies familial bonds, 
ensuring your legacy is not just financial 
but deeply impactful.

Embarking on the path of tax-efficient 
asset gifting demands a bespoke strategy 
tailored to your unique circumstances. 
I encourage you to view this as a 
collaborative effort with your Advisor 
that crafts a legacy that transcends 
generations. 

Claire Smith
Rural Partner



Unlocking Opportunities: How Trusts  
Can Transform Your Rural Business

In the expansive landscapes of rural 
business, strategic planning is not just 
about sowing seeds—it’s about nurturing 
a legacy. Trusts can be powerful tools 
that go beyond just asset management. 

As an accountant dedicated to your 
financial success, Tom and Elizabeth 
explore how various trusts can offer 
significant opportunities to propel your 
business forward.

BARE TRUSTS: STREAMLINING 
ASSET TRANSFER

Issue: Transferring assets to minors

Solution: Bare trusts simplify transferring 
assets by separating legal ownership 
from beneficial interest. This can be 
beneficial when transferring assets to 
children under 18, they can receive the 
benefit of the income, whilst the legal 
ownership is held by Trustees on their 
behalf.

Case Study:

Sophie, a farmer, has surplus income 
and wants to provide her young 
grandchildren with a regular income from 
their own assets. Sophie sets up a bare 
trust with the grandchildren’s parents as 
Trustees to legally own an investment 
portfolio on behalf of the children.  The 
trustees manage the investments to 
benefit Sophie’s grandchildren, providing 
a hassle-free transfer of the family legacy.

Key Point: The trust is set up by a 
grandparent to benefit grandchildren, 
as if it were set up by the parents to 
benefit their children, the parents would 
be taxed on the income arising until the 
children are 18.

INTEREST IN POSSESSION 
TRUSTS: PROTECTING AND 
PROVIDING INCOME

Issue: Ensuring Beneficiaries Receive 
Regular Income

Solution: Interest-in-possession trusts 
offer beneficiaries a guaranteed right to 
income from trust assets. This ensures 
financial stability for heirs by providing a 
regular income stream while protecting 
the ownership of the assets.

Case Study:

John, the owner of a rural estate, wants 
to ensure that his children receive a 
consistent income while protecting 
the estate’s ownership. By creating an 
interest in possession trust and settling 
part of the estate, John can designate 
his children as beneficiaries with a right 
to the estate’s income while retaining 
assets to provide for his own income 
requirements. This allows the family to 
maintain their lifestyle through a regular 
income stream from the trust assets, 
while protecting ultimate ownership of 
the estate.

Key Point: Creating an interest in 
possession removes any discretion over 
how the income of the trust is managed.

DISCRETIONARY TRUSTS: 
ADAPTABLE ASSET MANAGEMENT

Issue: Adapting to Changing 
Circumstances and Asset Distribution

Solution: Discretionary trusts allow 
trustees to distribute income and capital 
based on the evolving needs of the 
beneficiaries. This adaptability allows for 
managing assets effectively in response 
to changing circumstances or business 
requirements.

Case Study:

Emma, a business owner, wants to 
provide for her nieces and nephews to 

help with funding driving lessons and 
university costs. As the beneficiaries 
will have different income needs each 
year, she creates a discretionary trust 
with her nieces and nephews as named 
beneficiaries, giving the trustees the 
ability to vary the distributions made 
each year.

Key Point: The Trustees retain control 
over how the income and assets are 
distributed to the beneficiaries. The 
beneficiaries are not guaranteed an 
income.

MIXED TRUSTS: BALANCING 
VARIOUS INTERESTS

Issue: Managing Diverse Assets and 
Interests

Solution: Mixed trusts accommodate 
various assets and interests within a 
single structure, providing a versatile 
solution for rural businesses with diverse 
needs. This balanced approach enables 
efficient management of a wide range 
of assets, addressing the complexity of 
different business aspects.

Case Study:

The Anderson family has diverse assets, 
including farmland, a vineyard, and rental 
properties. To manage these varied 
interests, they establish a mixed trust. 
This trust structure allows the Andersons 
to handle different types of assets under 
a single umbrella efficiently, balancing 
income requirements of different family 
members and protecting the future of 
the business.

Key Point: A mixed trust can allow for 
income to be distributed or accumulated 
depending on the financial needs of 
managing assets and beneficiary income 
requirements. It provides the trustees 
with some discretion and is beneficial 
for active management of changing 
requirements.
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Navigating Capital Gains Tax: Holdover  
Relief and Rollover Relief in Agricultural Businesses

Capital Gains Tax (CGT) is a critical 
financial consideration that can 
profoundly impact businesses across 
various sectors, and the agricultural 
industry is no exception. In farming 
businesses and partnerships, where 
assets like land and property form a 
substantial part of their wealth, CGT 
implications can have far-reaching 
consequences in the agricultural sector. 
Agricultural land, for instance, may hold 
financial value and significant sentimental 
and strategic importance for the 
continuity and success of a family-owned 
farm or a partnership. 

Recognising these intricacies, the UK 
tax system has incorporated Holdover 
Relief and Rollover Relief as mechanisms 
to ease the burden of CGT on farming 
businesses, fostering their sustainability 
and growth.

In this article, Kathryn and Mike delve into 
the benefits and opportunities presented 
by these two CGT reliefs for those 
involved in the agricultural industry.

HOLDOVER RELIEF:

Holdover Relief is a valuable provision 
that allows individuals or partnerships 
to defer the payment of CGT when 
transferring qualifying assets, such as 
agricultural land or property, to another 
individual or entity. This relief benefits 
those looking to pass on assets within a 
family or partnership structure without 
triggering an immediate tax liability.

There are other benefits of Holdover 
Relief for Agricultural Businesses, 
including:

Succession Planning: Holdover Relief 
facilitates smooth succession planning 
within family-owned agricultural 
businesses. It enables the transfer of 
assets from one generation to the next 
without the burden of an immediate CGT 
charge, ensuring business continuity.

Preservation of Working Capital: 
By deferring CGT payments through 
Holdover Relief, agricultural businesses 
can preserve their working capital. This 
is crucial for maintaining liquidity and 
funding ongoing operations, especially 
in an industry where cash flow can be 
unpredictable due to weather conditions 
and market fluctuations.

Encouraging Land Improvement: 
Holdover Relief encourages investment in 
agricultural land improvement. Farmers 
and landowners may feel more inclined 
to undertake infrastructure development, 
soil enhancement, or biodiversity 
initiatives without the immediate 
pressure of capital gains taxation.

ROLLOVER RELIEF:

Rollover Relief is a CGT relief that allows 
for the deferral of capital gains tax 
when an individual or partnership sells 
a qualifying asset and reinvests the 
proceeds in another qualifying asset. This 
relief can be particularly beneficial when 
selling land or assets to reinvest in a 
similar enterprise.

There are many benefits of Rollover Relief 
for Agricultural Businesses, including:

Flexibility in Business Expansion: 
Rollover Relief provides flexibility for 
agricultural businesses looking to expand 
or upgrade their operations. It allows 
for the sale of outdated or underutilised 
assets, with the proceeds reinvested in 
more modern facilities, machinery, or 
additional land.

Mitigating Tax Liability on Asset Sales: 
The capital gain can be substantial 
when selling assets, such as agricultural 
land. Rollover Relief helps mitigate the 
immediate tax liability associated with 
these transactions, giving businesses the 
financial breathing room needed to adapt 
to changing market conditions or seize 
new opportunities.

Encouraging Sustainable Practices: 
Agricultural businesses increasingly focus 
on sustainable and environmentally 
friendly practices. Rollover Relief 
supports these efforts by providing tax 
incentives for reinvesting in technologies 
and practices that enhance sustainability, 
such as precision farming equipment or 
eco-friendly infrastructure.

In conclusion, Holdover Relief and 
Rollover Relief are valuable tools that 
can significantly benefit agricultural 
businesses and partnerships. These 
reliefs provide financial advantages and 
support the long-term sustainability and 
growth of the agricultural sector. 

As with any tax-related matters, 
businesses must seek professional advice 
to ensure they fully understand and 
capitalise on these reliefs’ opportunities. 
By strategically utilising Holdover 
Relief and Rollover Relief, agricultural 
companies can navigate the complexities 
of CGT and position themselves for 
continued success.

Mike Atkin 
Senior Client  
Manager
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Choosing the Right Business  
Structure for Farmer’s Fields

Having the right business structure is 
important for day to day activity and 
also succession considerations, Andrew 
considers a Case study as an example of 
things to consider. 

John Green, a third-generation farmer, 
owns a medium-sized farm in the rural 
outskirts of a small town in the UK. Over 
the years, his farming operation has 
expanded significantly adding a number of 
additional income streams, prompting John 
to consider the best business structure 
for his enterprise. Currently operating as a 
sole trader, John is evaluating whether to 
maintain this structure or opt for a more 
formalized setup considering the unique 
challenges and opportunities in the UK 
agricultural sector.

FACTORS TO CONSIDER:

Liability Concerns: Given the inherent 
risks in agriculture such as volatile market 
conditions and unpredictable weather 
patterns, John is wary of the personal 
liability associated with his current sole 
trader status. He is concerned about 
safeguarding his personal assets against 
potential financial impacts.

Business Expansion: With the farm’s 
growth, John is contemplating diversifying 
into new crops and expanding the livestock 
operation. He seeks a business structure 
that can accommodate this growth 
trajectory and offer flexibility for future 
changes.

Succession Planning: As John has children 
interested in continuing the farming 
legacy, succession planning is paramount. 
He requires a structure that facilitates 
a seamless transition of ownership and 
management to the next generation.

Tax Implications: John is keen to 
understand the tax implications of different 
business structures available in the UK. 
While he aims to minimize tax liabilities, 
he also values a structure that allows for 
strategic tax planning and optimization.

OPTIONS CONSIDERED:

Remain as a Sole Trader:

Pros: Simplicity and full control over the 
business.

Cons: Personal liability, limited succession 
planning options, and potential tax 
inefficiencies.

Incorporate as a Limited Company:

Pros: Limited liability protection, tax 
advantages including corporation tax 
rates, and potential for easier succession 
planning.

Cons: Increased administrative 
requirements and compliance costs.

Form an Unincorporated Partnership:

Pros: Shared liability among partners, 
flexibility in management, and potentially 
simpler administration.

Cons: Personal liability of partners, 
potential conflicts among partners, and 
limited continuity.

A mixture of the above structures

Pros: some Limited liability protection, 
tax advantages including corporation tax 
rates, and potential for easier succession 
planning.

Cons: Personal liability remains on retained 
assets, increased administration burden in 
running 2 businesses.

DECISION:

After thorough deliberation, John opts 
to incorporate some of his farming as 
a Limited Company with the remainder 
remaining, at this stage, as a Sole 
Trader. This structure offers the liability 
protection he seeks, lays a foundation for 
succession planning involving his children, 
and presents potential tax advantages, 
including favorable corporation tax rates. 
Although he acknowledges the heightened 
administrative responsibilities, John 
believes the long-term benefits outweigh 
the initial challenges.

IMPLEMENTATION:

John engages with legal and financial 
advisors to navigate the incorporation 
process and ensure compliance with UK 
regulations.

The family discusses and formalises 
corporate roles and responsibilities, 
establishing clear decision-making 
protocols.

John collaborates with his tax advisor 
to devise an optimized tax strategy for 
the corporation, leveraging available 
deductions and credits.

OUTCOME:

John plans to consult advisors to evaluate 
each option thoroughly. He aims to 
prioritise asset protection, flexibility for 
growth, and tax efficiency. His decision will 
reflect the long-term sustainability of his 
farm business in the UK.
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