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FARMING

>>The Government believes 
that offering a lump sum will 
help farmers to retire or leave
the industry to do so in a 
planned and managed way

Farm Images

Expect final details of exit 
payments ‘any day now’
Following an emotive build-

up, when proposed details  for 
consultation of the BPS retire-

ment lump sum were finally re-
leased  last summer  the response 
was rather subdued. 

Instead of the large pay-out many 
were expecting, the actual figure was 
to be a ‘mere’ 2.35% of the  average 
BPS claim from 2018 to 2020. Moreo-
ver, there was a possible mechanism 
for reducing this if any entitlements 
had been transferred or sold. 

Following these revelations, dis-
cussion of the subject ceased almost 
entirely among professional advisers 
and the farming press. The conclu-
sion was that th 
scheme  might  only  be  of any rele-
vance for those who happen to be 
planning to retire anyway at the 
exact time the scheme comes into 
effect, and there was not enough in it 
to influence decision-making.

Is this really correct, though? 
For example, let us consider a 

‘small family farm’. It is currently pre-
sided over by an older family mem-
ber who is thinking about stepping 
back  and handing the reins to the 
younger generation, but doesn’t 
know whether to do so right now, or 
to stick it out for anoth-
er  few  years.  The farm includes 
approximately 300 acres of BPS eligi-
ble land, so 120 entitlements-worth 
of BPS claim.  First,  what  payments 
would they get if they stayed on: 

1. Based on  current calcula-
tions,  they would receive £187/enti-
tlement in  2022  and £152/entitle-
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ment in 2023 (the remainder of the 
BPS in its current form). That makes 
£339 per entitlement in total, which 
comes to £40,680; plus;

2. Four years of delinked pay-
ments, which in our estimations 
(which are really educated guess-
work after 2024, as the Government 
has released no detail even subject 
to consultation about these years) 
make this worth  £292  per entitle-
ment. In total this comes 
to £35,040 over the four years. 

This means without the retirement 
lump sum, on our estimations, these 
final six years of so-called ‘direct 
payments’ are worth £75,720 to the 
farm. Now suppose instead that  the 
older family member, or whoever is 
in charge decides to take the lump 
sum at 2.35%  of their  aver-
age  claim  from 2018-2020. On this 
area of land, that would be 
worth £65,593. In other words, most 
of the farm’s BPS payment for the six 
years in a single sum, providing 
much greater flexibility for reinvest-
ment.

Because of how the reference peri-
ods are likely to work the successors 
would lose their claims for  delink-
age. However, they can still buy enti-
tlements to claim in 2022  and 2023. 

This means the business also still 
gets the £40,680 remaining BPS pay-
ment, but they need to deduct the 
price of 120  new non-SDA entitle-
ments, which are currently estimated 
to  trade  at £150  per unit.  Deducting 
this £18,000 cost still leaves £22,680 
of remaining BPS payments.

In total, this means that from 
claiming the retirement lump 
sum,  the  hypothetical  farm’s total 
‘direct payment’ is now  £88,273, 
a  £12,553  increase in funds. When 
we combine this with the fact  that 
the  £65,768 would be received as a 
single lump for  immediate 
use,  the business case  for taking the 
retirement lump sum could be more 
interesting than first thought. 

There are caveats, of course. The 
‘retiree’ must genuinely  cut ties to 
the business. This means  leav-
ing  any  partnership and passing on 
legal control of assets. They would, 
we think, still be able to help on the 
farm  with day-to-day activities 
(although this is very much uncon-
firmed), but there would need to be a 
real surrender of control. 

There would also be a legal cost to 
handing over the  business  but this 
cost is inevitable  and is  going to 

apply at some point regardless,  and 
perhaps it is bet-
ter dealt with using the monies avail-
able from the  lump sum  to 
fund  this.  The tax implications will 
also need to be considered.

We must also remember that for 
now all of this is subject to consulta-
tion, so everything we have just dis-
cussed may be rendered moot at 
Defra’s next release. We are also talk-
ing about a quite specific size of 
farm. If the farm is too small, the 
complexity of the exercise compared 
to the monies involved is likely to 
make it less commercial.  If the farm 
is too large, the £100,000 cap comes 
into place and the lost  delink-
age  may  outstrip earnings from the 
lump sum.

However,  looking in detail at the 
figures, for farms of the right size, in 
a specific position where  a  retire-
ment possibility  is  being considered 
but not currently on the table, it 
might be worth taking another look 
at the lump sum  when the final 
details are announced any day now.
■ Hugh Townsend, FRICS, FAAV,
FCIArb. may be contacted on 01392 
823935 or htownsend@townsend-
charteredsurveyors.co.uk.


