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AT A GLANCE

The House of Commons Environment, Food and Rural Affairs Committee has opened a survey
seeking views on experiences of applying for the Sustainable Farming Incentive (SFI) 2026. The
survey closes at 11:59pm on 16 October 2026 and gives farmers and others involved in the scheme an
opportunity to share their experiences.

Applications are now open for the 2027 round of the Peatland Restoration Grant in Wales, with
funding of between £10,000 and £250,000 available. Applications close at 23:59 on 30 November
2026. The grant supports restoration projects that improve the condition of peatland and its
environmental benefits.

DEFRA has highlighted funding for livestock keepers to access a vet visit through the Animal Health
and Welfare Pathway. The visit can include checks for signs of disease, advice on bluetongue risks
and measures to reduce them, and advice on vaccination.

Natural England has outlined how it will respond to development-related advice requests under the
Town and Country Planning Act 1990. It expects to use standing_advice and standard guidance
more, with more detailed input focused on cases where it can make the greatest contribution to
nature recovery and sustainable development. This may be relevant to rural development and
agricultural projects requiring planning consent.

Defra has announced a £79 million funding package for local action on nature and climate change,
including £53 million for tree planting and £26 million to support Local Nature Recovery Strategies
under the Environment Act 2021. These strategies may be relevant to landowners and farmers as
local approaches to nature recovery develop.

The Welsh Government is seeking views on proposals it may take forward in primary legislation
through its Rural Proofing and Environmental Sustainability White Paper. The proposals include
introducing a statutory duty for rural proofing, changes relating to climate change, forestry and
waste, strengthening the biodiversity and ecosystem resilience duty under the Environment (Wales)
Act 2016, and enhancing enforcement. The consultation is relevant to agricultural businesses and
rural landowners, particularly regarding how public bodies consider rural needs and how
environmental legislation may change.

The Scottish Government has published an indicative timetable for implementing_statutory nature
targets under the Natural Environment (Scotland) Act 2026. Relevant provisions are expected to
come into force during the first half of 2027, with regulations setting the targets expected within 12
months thereafter. The framework may affect land management and agricultural policy in Scotland.

The government has announced changes to Natural England’s role in the planning process, aiming to
accelerate housebuilding. Under a new operational statement, Natural England will focus its advice
on proposals presenting the greatest risks or opportunities for nature, rather than responding to
every planning application. The changes are intended to prioritise complex and strategic cases and
identify environmental issues earlier in the planning process. Read the operational statement here.
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LEGACIES OF RELIEVABLE PROPERTY
FROM 5 APRIL 2026

ALA TAX COMMITTEE

This note highlights risks and problems in will drafting caused by the reforms to APR/BPR
introduced by the Finance Act 2026. Wills drafted prior to 5 April 2026 or based upon precedents
that pre-date these reforms may now face difficulties of construction because of how they define
gifts of relievable property.

The issues identified in this note are, in the main, caused by the application of s124D IHTA 1984. This
section applies where the value of chargeable assets passing at death (whether by will, intestacy or
termination of a qualifying life interest) exceeds the 100% relief allowance, currently set at £2.5m.

We have provided deliberately poorly considered wording to illustrate these points so as to make
the issues as clear as possible. This should not be taken as identifying specific precedents or forms
of wording that are no longer effective. There will not be a problem with every will, nor even in the
majority of cases where relief is claimed. Individual fact patterns, precedents and forms of wording
will have to be considered on a case-by-case basis in light of the concerns raised here.

Over Funding of a “Nil Rate Band” Gift
This issue can arise on outright gifts of relievable property as well as in relation to gifts of property
into trust.

Example 1
“I give all that property qualifying for a reduction in value of 100% due to the application of sections
104, 105, 115 and 116 of the Inheritance Tax Act 1984...”

In an estate that contains, for example, £5m of property potentially qualifying for relief at the 100%
rate, there are now two possible constructions of such gifts.

First, the subject matter could extend to all property that actually achieves 100% relief, i.e. the first
£2.5m. Whilst ‘common sense’ would seem to prefer this construction, it is difficult to sustain. The
legacies of a will generally take effect simultaneously, so there is no “first £2.5m” in any
circumstance where the other relievable assets over the 100% relief allowance pass to non-exempt
recipients. s.124D compounds the problem by prorating the 100% relief allowance between all
chargeable transfers occurring or deemed to occur at the date of death.

This means that where the chargeable estate exceeds the 100% relief allowance, there is no specific
property that qualifies for 100% relief. Rather, the relief is apportioned across all chargeable
transfers of relievable property at death.

Second, the subject matter could extend to all property potentially qualifying for the 100% relief
allowance. In this example then, all £5m of property would pass via these gifts. In the case of a gift
to a discretionary trust, that would result in the creation of a trust that was unintentionally taxable
by the inclusion of additional property that could qualify for 100% relief but does not achieve such
relief because of the £2.5m limit.

It may be objected here that property above the 100% relief allowance does not “qualify” for 100%
relief and ought therefore to be excluded from the gift made above. That argument represents
circular or defective reasoning. If there is £5m of “potentially relievable value” (s.124D(5)(a)), then in
order for the 100% relief allowance to be exceeded, all of that £5m of value must qualify for the
100% rate of relief, but for the limit imposed by the 100% relief allowance. Otherwise, the 100% relief
allowance threshold could never be passed.
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FROM 5 APRIL 2026
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The existence of s.124D makes clear that establishing the extent of relief under APR/BPR is now a
two-stage process. First, property that could qualify for 100% relief is identified. Second, the
available 100% relief allowance is applied against that property. The application of the second stage
of this process does not change the conclusions of the first.

Finally, it could be argued that due to the operation of s.124D there is no property at all that qualifies
for 100% relief. Instead, there is in this case £5m of property which is reduced in value for IHT
purposes by £3.75m (i.e. £2.5m of 100% relief allowance and £1.25m of 50% relief).

That means that the individual properties making up the £5m are each, in fact, reduced in value by
75%, meaning none of them satisfies the definitions above and the gift simply fails. This risk is

explored further below.

Outright Failure

Example 2

"I give all that property in respect of which the deemed transfer of value taking effect on my death
shall be treated as reduced in value by 100% by the application of sections 104, 105, 115 and 116 of the
Inheritance Tax Act 1984 to my Trustees...”

As explained above, where the available allowance is insufficient to cover all chargeable transfers in
the estate, s124D does not select particular assets and confer 100% relief on those assets alone.
Rather, it apportions the allowance proportionately across the qualifying chargeable assets.

As a conseqguence, there is no individual asset whose value is “reduced by 100%”. The gift above
should therefore fail entirely unless one is prepared to depart from any kind of common
understanding of mathematics altogether in suggesting that reducing a £5m asset by £2.5m
represents a 100% reduction of 50% of the asset’s value!

Fully Exempt Residuary Estates

Between the publication of draft legislation and the enactment of Finance Act 2026, representations
were made by the ALA and others (in particular STEP) in relation to the interaction of s.124D with
relievable property forming part of a residuary estate passing via the spouse exemption.

The original draft legislation apportioned the 100% relief allowance between all property transferred
at death, raising the possibility of the 100% relief allowance being apportioned to part of an exempt
residuary gift. The saving words “so far as it is a chargeable transfer’” were inserted in s.124D(6)(a),
making clear that exempt transfers will not use up the 100% relief allowance.

We raise this point to make clear that the issues identified above should not arise in the more
straightforward cases where relievable property beneath the 100% relief allowance passes via a gift
(into trust or otherwise) on first death with all other assets passing to the surviving spouse. The
problem remains, of course, of identifying what property will pass by such a gift on first death.

s.39A IHTA 1984

It has always been possible for complications to arise in relation to gifts of relievable property where
a will includes chargeable or exempt specific legacies and relievable property falling within the
residuary estate. This is due to the allocation rules in s.39A IHTA 1984.
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The 100% relief allowance will not, generally, produce a worse outcome. In cases where the residue
passes entirely to an exempt spouse, this is because the 100% relief allowance is used up by only
chargeable transfers (s.124D IHTA 1984), meaning any relievable property considered for the
purposes of the s.39A calculation will be treated as subject to 50% relief, not reducing the allowance.
It is also because both the legislation and HMRC are equally clear that the provisions of s.39A apply
only to valuing specific and residuary gifts under ss.38 and 39 and must not be used for another
purpose (IHTM26102).

Nevertheless, any wills that contain legacies taking effect on first death and that allow relievable
property to pass via residue should likely be reviewed, as the expected outcome in terms of the

s.39A calculation may have changed.

Possible Solutions:

We have set out a range of options to consider, with the potential difficulties that attend each.

Possible Solution

Issues to Consider

Specific gifts of identified properties with a
value established at the time of drafting the
will.

E.g. the qift of specific parcels of farmland
with a value calculated at or near the 100%
relief allowance.

-Valuation uncertainty.

-Necessitates frequent review of values and
potentially frequent rewrites of the will.

-Risks over or underutilising the 100% relief
allowance.

A gift of relievable property to a non-
residuary trust with trustees having thepower
to select or appropriate propertyup to the
100% relief allowance.

-Trustee risk in terms of selection of property.
Could selection of the “wrong” property be a
breach of trust?

-If badly drafted, this could amount to a
taxable  cash legacy  satisfied by
appropriation of assets that happen to be
relievable.

-Is such a gift conditional on the subject
matter achieving relief, and indeed relief at
100%? If so, does APR/BPR need to be
determined before any appropriation? If not,
how do the trustees/executors determine
what qualifies for inclusion within the gift?

-Issues of certointy/construction described
above as to whether any property in an
estate exceeding the 100% relief allowance
contains any property that can be said to be
fully relieved may remain, subject to the
drafting of this trustee power.
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Possible Solution

Issues to Consider

A gift of all relievable property to a non-
residuary discretionary trust with a view to
appointing assets out within 2 years in
reliance on s.144 IHTA 1984.

-No statutory read back for CGT purposes
(unlike s.142 IHTA 1984), though again HMRC
practice accepts that beneficiaries of such
an appointment take as legatees if the
estate has not been fully administered at
the time of the appointment.

-Is the 2-year deadline realistically
achievable in light of current probate
registry and HMRC delays? What if
negotiations with HMRC Shares and Asset
Valuation are ongoing at the 2-year mark?

-Cash flow issues, as IHT will need to be
paid in order to obtain the grant and then
reclaimed after the appointment, limiting
the trust assets to the 100% relief allowance.

Fully discretionary will i.e. discretionary trust
of residue and no other legacies. Again, a
view to appointing assets within 2 years in
reliance on s.144 IHTA 1984 and the spouse
exemption.

-Appointment of an IPDI in favour of a
chargeable beneficiary over relievable
assets up to the 100% relief allowance. The
deceased'’s 100% trust relief allowance may
be forfeited if unused.

-Leave relievable assets up to the 100% relief
in trust to the chargeable beneficiary, with
remaining assets either appointed to the
spouse absolutely or on IPDI. This risks issues
with s.39A [HTA 1984 as the relievable
property is not specifically gifted, and
therefore is outside the terms of s.39A(2)
IHTA 1984.

-Trusteeship issues, including whether the
spouse will agree to such appointments.

WWW.ALA.ORG.UK
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Possible Solution

Issues to Consider

IPDI to spouse with overriding power of
appointment to make PETs or CTs of
relievable property or disclaimer.

-Deceased’'s 100%
may be wasted.

trust relief allowance
-Trusteeship issues, including whether the
spouse will agree to such appointments.

- Exacerbates risk of failed PETs by surviving
spouse.

ALA DISPUTE RESOLUTION

ALA Dispute Resolution (ALADR) provides
specialist dispute resolution services for
businesses and professionals across the UK, with
a particular focus on agricultural, rural property
and business disputes. Its independently assessed
panels bring together experienced professionals
from the legal, surveying and accountancy
professions, offering access to expertise in
mediation, arbitration and expert determination.
ALADR also administers statutory appointments
on behalf of the Chair of the Agricultural Law
Association, including appointments under the
Agricultural Holdings Act 1986 and the
Agricultural Tenancies Act 1995 in England and
Wales.

In mid-November, ALADR will be inviting
applications  from  suitably qualified and
experienced professionals interested in joining its
Mediation Panel. This is an opportunity for
mediators with relevant expertise to help resolve
disputes affecting the agricultural and rural
sectors. Further details about the application
process will be available in November.

To find out more about ALADR, its existing panels
and the services it provides, visit our website.

WWW.ALA.ORG.UK
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MEMBER ACTIVITIES

RECENT REGIONAL EVENTS

ALA Oxon & Bucks - Forestry for Farmers and Rural Estates Woodland Walk on 15 September
2026

ALA South East - Visit to Little Mill Farm on 16 September 2026

ALA Cheshire - Visit to Vines of Cheshire on 18 September 2026

ALA Cornwall- Presentation from the Duchy of Cornwall and Walk

ALA West of England- Visit to Badminton Estate on 29 September 2026
ALA / UKELA - The Sustainable Farming Scheme event on 6 October 2026

ALA / Essex Agricultural Valuers Association - seminar on 7 October 2026

Capture the moment! We love seeing our events through your eyes. If you're
attending an ALA event, please take photos, share them on social media, and
tag the ALA Linkedln page. Your stories, experiences, and pictures help

showcase the value of our community and inspire others to get involved.
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ON THE GROUND

WITH ALA HQ

ALA / Essex Agricultural Valuers Association
Mike Holland

| am using this On-the-Ground article to reflect this month on discussions we had at our recent joint
event with the Essex Agricultural Valuers Association.

Members will largely be aware of the debacle that was the SFI window 2 application process on 22
September which opened at 10am and closed at 3:48pm on the same day with a very large
proportion of applications remaining unsubmitted or with errors.

Much has been written in the farming press on the way in which DEFRA have handled this latest
application window, where clearly the first past the post system has created the ‘haves and have
nots’.

DEFRA was quick to issue an update on their blog on the 23 September SFI26 Window 2: an update
- Farming, acknowledging that some applications had been started but were not able to be
submitted owing to technical issues.

Those farmers and advisers who were unable to submit will be feeling rightly aggrieved.

So, what can be done to address this highly unsatisfactory first past the post system that is so
reliant on those who can click the submit button in time and there being no digital/ technical errors.

| cannot profess to know the best alternative but it does appear to me that in the absence of an
increased budget to allow for all applicants to be successful, that applications will have to be
assessed on merit and the budget allocated accordingly in future.

Think of it as the triple A approach: Application - Assess - Allocate

Yes, this may mean some applicants would not be successful in being awarded the full suite of
options that they applied for but it does provide a platform that not only allows the budget to be
more evenly allocated but also one that can be targeted so that the scheme provides a greater
‘bang for the buck’ in terms of environmental return.

The farming sector would be in a better place if all applicants received something rather than some
receiving all and others receiving none.

In the meantime, there will be many who will have had to urgently review their farming budgets to
now exclude what they were hoping to receive from SFI.

However is it done, DEFRA must put the sector in a position that provides certainty at the earliest
possible opportunity for those who will now be hoping that the 2027 application window offers a
very different prospect for success.
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FORTHCOMING

EVENTS

1 4 ALA Somerset and Dorset - Yeo Valley visist
We are delighted to invite you to join us for a farm tour at Yeo Valley, led
OCT by Estate Manager Jon Wilson. Discover insights into the farm's operations,

current agricultural market conditions from 8 am until 11 am.

2 7 ALA Cheshire - Visit to Twemlows Stud Farm

Join us for a visit to Stallion Al Services, where we will learn from brothers

OCT Edward and Tullis Matson.

12 ALA North East - Autumn Seminar
We are delighted to invite you to our Autumn Seminar, bringing together
N OV professionals from across the agricultural and rural sector for an afternoon

of topical discussion, learning and networking.

26 ALA Central England re-launch event
Join us for a breakfast meeting featuring a lively discussion on key issues
N ov affecting the rural sector. Further details to follow.
30 ALA South Central Autumn Professionnal Update

Further details and booking link to follow shortly.

NOV

For more information about these events, check our Eventbrite page.
Follow us to stay informed about new events as they are added.
We want you to be in the loop!
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RURAL PROFESSIONALS
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