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Omni Pro
• Farm tax issues –Critical Areas for Deliberation
• 09/07/2020
• Time 12.20-13.20
• Declan McEvoy Head Of Tax Ifac
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Introduction

• Farm structures
• Vat and farm buildings –The Little 

known Trap 
• Capital Tax Issues on Farm Dwelling 

Houses
• Business relief 
• Agricultural Relief and Renewables
• Entrepreneur relief and Farmers
• Topical issues-land leasing/farm 

building allowance/income averaging
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Income averaging

• Review of what is averaging

• Changes in 2018

• Election S65(1) tca 97

• Newly commenced –when can they opt in

• Revenue position is that where a loss averaging not allowed

• We have a circuit court appeal ruling that a loss is a nil profit

• Capital allowances

• Cessation of trade –s 67 tca 97
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Income averaging and registered farm 
partnership

• A registered farm partnership is deemed to a continuance of the trade

• No discontinuance

• However cessation under s 67 must be applied

• Review of final year

• Profit as calculated will be included in averaging computation

• Same commencement rules as normal but

• Averaging calculation continues
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Farm Building Allowance

• S 658 makes provision for FBAA

• Any person carrying on the trade of farming

• 15% -years 1 to 6

• 10%- year 7

• Where buildings  transferred no balance allow/charge

• Transferee steps into shoes for remaining allowances

• Where less than full interest transferred –transferee not entitled to allowances

• Not allowable v rental income
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Land leasing

• S 81 SDCA- relief for duty on leases of farm land

• State aid

• Ceiling of 15k to any individual over a 3 year period

• Min 6- max 35 year term

• ROS
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Recent issues

• P.U.P

• Taxable

• Ceased trading meant inability to sell

• €350 pw taxable

• Early Retirement Scheme

• In papers

• Informed it was flying a kite

• Incentives here on leasing etc.

• Most farmers eligible for oap
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2. Structures

8
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Structure is Important

Ifac.ie9
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Why the different structures?

• Capital Taxes – must hold assets for 6 
years

• Must carry on a business self

• Stamp Duty

• BPS issues

• TAMS issues

• Registered Partnership issues

Ifac.ie10
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Structures

• Sole Trade

• Partnership

• Limited Company

• Hybrids – Company farming in a partnership

Ifac.ie11
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Partnerships

• Tax reporting entity - Partners taxed

• Partners

• Partner salary = profit shift

• Tax status of each partner is looked at

• Main reason –Succession/Tams

Ifac.ie12

Partnership

Partner A Partner B
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Ifac.ie13

Farm Structure Example
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Vat issues on 
Farm Buildings DM
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Effects of VAT Registration

• Subject to same VAT rules as any VAT registered trader, i.e. must account for VAT on sales 
and entitled to recovery of VAT on inputs related to the Vatable trade (including flat rate 
paid to non-registered farmers), 

• All Vatable trading activities of an individual/company will be subject to VAT on 
registration,

• No flat rate addition is received and VAT 58 refunds no longer applicable,

• Periodic VAT returns must be filed with Revenue, 

• Marts, factories, etc. should be notified of registration, 

• Normal VAT on property rules apply – 10/20 year property life (“CGS”), VAT exemption on 
leases with option to tax.

15
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De-registration

• A farmer can deregister on application to Revenue, 

• In doing so a repayment of VAT recovered may be due as he/she 
must carry out a review of the last 36 months and if VAT reclaimed 
exceeds VAT paid in that 36 month period a payment will be due, 

• An allowance is made for capital spend which would have been 
recoverable via VAT 58 and also the flat rate addition which would 
have been available. 

16
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VAT 58

• VAT recovery mechanism for Flat-Rate Farmer re;
• Construction extension and alteration of farm buildings or structures, 
• Farm Land fencing, reclamation or drainage and, 
• The construction, erection or installation of micro-generation wind turbine system or photo-

voltaic system installed in or after 01/01/2012.

• Expenditure must be capital and not repairs, 
• Claim must be made within 4 years of VAT incurred, 

• Clawback if ceases to be used for farming within 12 months of VAT incurred 
– includes transfer or lease to a company

20
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VAT on Property – Farm Buildings

• Subject to same VAT rules as sales of other property

• Vatable if sold within 5 years of completion/development –
whether VAT registered or not

• VAT registered - Clawback if exempt sale or use within 20 years –
NB cancellation of election, exempt sale or lease to company

• Non VAT Registered  - No 20 year look-back for flat rate farmers 
but remember the clawback under vat 58 within 12 months of 
invoice date

18
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VAT - Farm Leases

• Subject to same VAT rules as leases of other property,

• Lease is VAT exempt with opt to tax – landlords option,

• Generally Farmland is leased VAT exempt, 

• Lease of Farm Buildings may be vatable where farmer is VAT 
registered,

• On exercising the option to tax the tenant must be informed in 
writing – generally include an “opt to tax” clause in the lease, 

• Cannot be back-dated.

22
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Farm Buildings – CGS issues

VAT Registered Farmer – seeks to de-register (or move to non 
VAT registered pship or co);

• Can manage issues on de-reg re machinery and stock – case dependant

• Issue arises on farm buildings completed/developed in last 20 years or 
since VAT registered

• Face a clawback under CGS;
• Cannot opt to tax the lease of buildings under connected party 

rules – so CGS adjustment 
• If transfer must charge VAT (5 yrs) or opt to tax – either way we 

have 13.5% VAT cost to the non registered farm
• If de-register – CGS adjustment

20
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Farm Buildings – CGS issues – Potential 
Solutions

1. Seek concession from Revenue – allow credit under CGS for a 
farmer where the VAT 58 would applied (similar to old VAT on 
property rules)

2. Legislative change to exclude all farmers (not just flat rate farmers) 
from CGS provisions

21
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Farm Buildings – CGS issues – Potential 
Solutions

3. Sole Trader remains VAT registered and charges new 
entity for animal board;

• Farm buildings used for vatable sole trade of animal board
• VAT applies at 23%
• Issue if parlour is building on which VAT issue arises or any 

buildings are used by new entity
• Dept. of ag versus Revenue  - only one herd number
• VAT applies on the transfer of stock to new entity – machinery 

potentially can stay with sole trader

22
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Capital tax issues

• Farm house and active farmer

• FA 14 changes

• Interaction of leasing the land and the farmhouse

• Concerns

• Revenue clarification -75% of the ag property is leased –meets rules

• What happens where farm house worth more than 25%
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Solar Panels

• Prior to 2017 no relief

• FA 2017 brought changes to definition to agricultural land

• Less than 50% of land comprised in gift or inheritance were occupied

• What is 50%

• Definition “ solar panels installed on more than half the total area of agricultural land 
concerned “

• On 100 acres does this mean if 51 acres under solar the no relief ?
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Business Relief 

• Business relief available to farm business

• Not to an individual asset

• If land leased out no relief

• Potential for tax for beneficiaries
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Entrepreneur relief and CPO’s

• S 597AA does it apply to cpo’s

• Development land definition contained in s 648tca 97

• Current use value

• Appeal decision on development land

• Where do we stand

• Changes in FA 2017 

Page 26 of 40

A Personalised CPD Certificate of Completion will be forwarded to you upon completion of this course. 
These notes do not serve as proof of completion alone.

© Omnipro Education & Training 2020



Q and A

• QUESTIONS 

• QUESTIONS

• QUESTIONS
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Conclusion

Changes happening 
all the time

Structures needed 
for non-Tax reasons 

Ambiguity in areas 
Good solid reliefs 
available

Use the tax acts to 
benefit your client

Remember with 
farming one must be 
conscious of the 
interaction with farm 
schemes 

The farmer thinks 
differently – always 
optimistic 
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