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Taking the ‘con’
out of conacre
Why both farmers and
landowners should
seriously consider
long-term leasing
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Teagasc Rural Economy
& Development Programme

Long-term
leasing
BOOKLET
Long-term
leasing makes
a lot of sense
for both the
landowner
and the active
farmer in terms
of land use and
maintaining the
land in a good
productive
state. It also
makes sense
lNANCIALLYTO
both parties
as it allows the
active farmer
TOBETTERJUSTIFY
ANYREQUIREDINvestments and
the landowner
HASTHEBENElT
of the income
tax incentives.
A booklet on
long-term land
leasing is available at http://
www.teagasc.
ie/publications/

S

hort-term, 11-month land rental
has long been part of Irish
farming. But there are a number
RI VLJQLoFDQWQHJDWLYHVDWWDFKHGWR
LW)RUWKHDFWLYHIDUPHULW VGLIoFXOW
WRSODQWKHEXVLQHVVDQGLQYHVWLQ
the rented land. For the landowner,
FRQDFUHRIIHUVpH[LELOLW\EXWWKHODQG
PD\EHFRPHUXQGRZQWKHLQFRPHLV
WD[DEOHDQGWKHUHPD\EHLPSOLFDWLRQV
IRUFDSLWDOWD[HVLQWUDQVIHUULQJWKH
ODQGWRDIDPLO\PHPEHU/RQJWHUP
OHDVLQJRIIHUVDQXPEHURI UHDOO\
VLJQLoFDQWEHQHoWVFRPSDUHGZLWK
FRQDFUH

What is a land lease?

A land lease is a written legal agreement between a landowner (lessor)
DQGDQDFWLYHIDUPHU OHVVHH ,WLV
VLJQHGE\ERWKSDUWLHVZLWQHVVHGE\
an independent person and stamped
E\5HYHQXH'HWDLOVWREHLQFOXGHG
vTerm of the lease.
v$QQXDOSD\PHQWDQGSD\PHQWSURFHGXUH
v'HWDLOVRI WKHODQGXVHDQGWKHXSkeep of the land.
v,QVXUDQFH
v7UHDWPHQWRI %DVLF3D\PHQWHQWLWOHments.
v$FODXVHSUHYHQWLQJVXEOHWWLQJ
v7KHOHDVHPXVWEHVWDPSHGE\5HYHQXHDQGUHJLVWHUHGZLWKWKH3URSHUW\
5HJLVWUDWLRQ$XWKRULW\ 35$, 

Legal advice
7KHSHRSOHLQYROYHGLQWKHOHDVHPXVW
VLJQXSWRWKHFRQGLWLRQVFRQWDLQHG
in the written lease agreement. While
there are template lease agreements
DYDLODEOHLWLVLPSRUWDQWWRWDLORUWKH
lease agreement to the needs of both
WKHOHVVRUDQGWKHOHVVHH$QH[DPSOH
RI WKLVZRXOGEHWKHXSNHHSRI IHQFHV
or hedges on the farm. The responsiELOLW\IRUWKLVVKRXOGEHFOHDUO\VWDWHG
LQWKHOHDVH+DYHDVROLFLWRUUHYLHZ

the terms of the lease before signing.
)DUPEXLOGLQJVVKRXOGJHQHUDOO\EH
dealt with in a separate agreement to
DYRLGDQ\LVVXHVZLWKWKH/DQGORUG
7HQDQW$FW$OWHUQDWLYHO\DVHSDUDWH
UHQXQFLDWLRQFODXVHPD\EHVLJQHGE\
ERWKSDUWLHVZKHUHWKHWHQDQWZDLYHV
DQ\ULJKWVXQGHUWKH/DQGORUG7HQDQW
$FWDWWKHRXWVHWRI WKHOHDVH
6RZK\VKRXOGODQGRZQHUVFRQVLGHU
long-term land leasing?

1. Enhanced tax relief incentives
7KHLQFRPHWD[LQFHQWLYHVZHUH
HQKDQFHGE\5HYHQXHDQGWKH'HSDUWPHQWRI $JULFXOWXUH)RRGDQGWKH
Marine in 2014 to make leasing more
DWWUDFWLYHWRODQGRZQHUVZKRGLGQRW
ZLVKWRIDUPWKHODQGWKHPVHOYHV7KH
FKDQJHVZHUHDOVRGHVLJQHGWRHQFRXUDJHODQGRZQHUVZKRDOUHDG\KDGWKHLU
ODQGOHWRXWRQFRQDFUHWRFKDQJHWR
long-term land leasing.
6LQFHWKHLQWURGXFWLRQRI WKHVHQHZ
LQFRPHWD[LQFHQWLYHVDVXUYH\FDUULHGRXWE\WKH'HSDUWPHQWRI $JULFXOWXUH)RRGDQGWKH0DULQHVKRZHG
that the use of long-term land leasing
LQFUHDVHGE\LQ7KHWD[IUHH
thresholds are shown in Table 1.
6RPHIXUWKHUFKDQJHVLQWURGXFHG
ZHUHWKDWODQGFDQQRZEHOHDVHG
IRUXSWR\HDUVZLWKRXWDIIHFWLQJ
WKHODQGRZQHU VULJKWWRTXDOLI\IRU
UHWLUHPHQWUHOLHI RQFDSLWDOJDLQVWD[
/LPLWHGFRPSDQLHVFDQQRZTXDOLI\
WKHODQGRZQHUIRUWKHLQFRPHWD[
LQFHQWLYHV
3D\PHQWVUHFHLYHGXQGHUWKH%DVLF
3D\PHQW6FKHPHDQGWKHDJUHHGODQG
OHDVHIHHSHUDFUH RUSHUKHFWDUH FDQ
EHDGGHGWRJHWKHUDVWD[IUHHLQFRPH
XQGHUWKHUHOHYDQWWKUHVKROG7KH
ODQGRZQHUPXVWVWLOOSD\356,DQG
86&RQWKLVLQFRPH7KHDPRXQWRI 
LQFRPHLQYROYHGPD\GHWHUPLQHWKH
length of the lease agreed. If land
LVFRRZQHGEHWZHHQDKXVEDQGDQG
ZLIHWKHUHOHYDQWWKUHVKROGVVKRZQLQ
7DEOHFDQEHGRXEOHG

Where land is let
on conacre for more
than 10 years, the
landowner may not
qualify for retirement relief on capital
gains tax if the farm
is sold or transferred
to a family member.

Table 1: Income tax incentives for
long-term land leasing
Term of lease
Max tax-free
Income/year
&IVETOSEVENYEARS
3EVENTOYEARS
4ENTOYEARS
-ORETHANYEARS

€18,000
€22,500
€30,000
€40,000
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John and Mary are in their early
sixties and they want to step back
from farming. They are looking at
the option of leasing the farm to a
third party to avail of the income tax
incentives. John is the sole owner
of the 32ha farm and there are 32
entitlements worth €260/ha. The
farm is a grassland farm and is very
good quality land.
To maximise the income that is
covered by the income tax exemption, they are looking at leasing the
farm and entitlements for 15 years.
The total potential income is
€24,320 including a lease payment
of €500 per hectare and entitlements worth €260 per hectare.
All of this income would be tax free
as it comes under the threshold of
€30,000 for a 10- to 15-year lease.
Table 2 illustrates the advantages of
leasing the land long-term and availing of the income tax incentives.

Table 2: Net lease income
32ha at €500/ha (plus Total lease income
Lease income threshold Income tax payable
lease of 32 entitle(land and entitlements) for 15-year lease
with lease income
ments at €260/ha)
exemption
Long-term lease
€24,320
€30,000
€0
(10-15 years)
* NOTE 1: Assumes all lease income is taxable. It also excludes tax credits, USC and PRSI.

To qualify for the income-tax incentives, land can only be leased to nonrelatives. The only exception to this
is the uncle/aunt to nephew/niece
relationship.

2. Providing an opportunity for lessee
to invest in the land

By opting for a long-term lease, the
landowner is providing the opportunity to the active farmer to invest in
the land during the term of the lease.
This means that the land may be
better looked after and more productive both during and at the end of the
lease.

3. Qualify for retirement relief on transfer or sale of the farm

Where land is let on conacre for more
than 10 years, the landowner may
not qualify for retirement relief on
capital gains tax if the farm is sold or
transferred to a family member. Leas-

ing the land long-term provides the
structure to avoid this happening.

Why should active farmers consider
long-term land leasing?
1. Security of tenure

An active farmer (lessee) who is using long-term leased land as part of
their farming operations can better
plan their business in terms of lands
farmed, stock carried and crops
grown. It gives more certainty to the
business, the scale of farming operations and may provide expansion opportunities. This is the key advantage
for the active farmer.

"ETTERlNANCIALJUSTIlCATIONFORTHE
required investment
With a long-term lease, the active
IDUPHU OHVVHH FDQMXVWLI\oQDQFLDO
investment in any improvement

Income tax payable
without lease income
exemption*
€4,864

works that are necessary to the land
in order to farm it productively. Such
investments may include: reclamation, soil fertility, reseeding, roadways, fencing and the provision of
adequate water supply.

3. Farm buildings may come
with the land which will reduce
capital investment

In a situation where the active farmer
is expanding their farm business,
making use of existing facilities can
greatly reduce any capital investment
required in buildings. Such investment may include the provision of
animal housing, slurry storage and
silage facilities.
A good reference is the publication
Guidelines to Long-term Land Leasing,
which can be found on the Teagasc
website.
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