
RBC Dominion Securities Inc. 

Farm Succession 

Planning
“The Kitchen Table Discussion” 

Part 2

Brent DeKoning, Associate Advisor 

Lorkovic Wealth Management of RBC Dominion Securities Inc. 

RBC Dominion Securities Inc.



Who are we? 
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Disclaimer

---------------------------------------------------------------------------------
The strategies, advice and technical content in this presentation are provided for the general guidance and 

benefit of our clients, based on information that we believe to be accurate, but we cannot guarantee its accuracy 

or completeness. This presentation is not intended as nor does it constitute legal or tax advice. Clients should 

consult their own lawyer, accountant or other professional advisor when planning to implement a strategy. This 

will ensure that their own circumstances have been considered properly and that action is taken on the latest 

available information. Interest rates, market conditions, tax rules, and other investment factors are subject to 

change.

Insurance products are offered through RBC Wealth Management Financial Services Inc., a subsidiary of RBC 

Dominion Securities Inc. When providing life insurance products in all provinces except Quebec, Investment 

Advisors are acting as Insurance Representatives of RBC Wealth Management Financial Services Inc. In 

Quebec, Investment Advisors are acting as Financial Security Advisors of RBC Wealth Management Financial 

Services Inc. RBC Wealth Management Financial Services Inc. is licensed as a financial services firm in the 

province of Quebec.

This presentation has been prepared for use by Royal Bank of Canada, RBC Dominion Securities*, RBC Phillips, 

Hager & North Investment Counsel Inc. and RBC Global Asset Management Inc. *Member – Canadian Investor 

Protection Fund. Royal Bank of Canada, RBC Phillips, Hager & North Investment Counsel Inc., RBC Global 

Asset Management Inc., Royal Mutual Funds Inc., and RBC Dominion Securities Inc. are separate corporate 

entities that are affiliated. RBC Phillips, Hager & North Investment Counsel Inc., RBC Global Asset Management 

Inc., RBC Dominion Securities Inc., and the Private Banking division of Royal Bank of Canada are member 

companies under RBC Wealth Management. ®Registered trademark of Royal Bank of Canada. RBC Wealth 

Management is a registered trademark of Royal Bank of Canada, a business segment of Royal Bank of Canada. 

Used under licence. ©2018 Royal Bank of Canada. All rights reserved.  
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1. What is the future of this farming operation? 

2. What if something happens? 
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Two very important questions 
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1. Why and how to hire an agriculture professional 

2. Capital gains exemption – how it applies to farmers

3. Children are given vs. purchase farming assets 

4. Estate equalization for farming families with one or 

more non-farming children

(Based on listener feedback from last webinar on Aug 29, 2018)
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Today’s agenda
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Why and How to Hire an Agriculture Professional 
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Farmer

• busy running operation 

• emotionally invested

• don’t know where to start 

• scared to offend family 

Professional

• listen & understand 

• proactively advise 

• help explore all options 

• professional expertise 

• tailored to your individual situation

Great Outcomes

• save time & money 

• a proper, well thought out plan

• better chance of family harmony 

• more time to continue great 

management of your operation



Lifetime Capital Gains Exemption

What is it? 

• Allows an individual to receive up to $848,252 of a capital gain tax-free

When do you get it?

Upon the disposition of Qualified small business corporation shares

Qualified farm property

Qualified fishing property

Impact of 2015 Federal Budget

• For qualified farm property and qualified fishing property, the lifetime 
capital gains exemption was increased to $1,000,000
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May qualify for the capital gains 

exemption:

 Shares in a family farm corporation 

 Farm land

 Farm buildings

 Quotas

Will not qualify for the capital gains 

exemption:

 Inventory

 Farming equipment and machinery

Types of farm assets considered Qualified Farm Property 
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Defining Qualified Farm Property 

1) Real or immovable property and eligible capital property used in 
carrying on a farming business in Canada by an individual, 
spouse, parent or child

What does “used” mean? 

Property purchased after June 17, 1987

 Owned for at least 24 months immediately prior 

to disposition; AND

 For at least 2 years ownership, gross revenue 

from farming must exceed the total of all other 

sources of income; AND 

 The property was used principally in a farming 

business where the individual, spouse, parent, 

child is actively engaged on a regular and 

continuous basis

Purchased prior to or on June 17, 1987

 Property must have been used principally in a 

farming business during the year of disposition; 

OR

 In at least 5 years during ownership, property 

was used principally in a farming business
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Defining Qualified Farm Property 

2) Shares of a family farm corporation

What is a Family Farm Corporation (FFC)?

 Throughout any 24 month period prior to disposition, 50% of property owned by the FFC 

is used principally in a farming business where the individual, spouse, child or parent is 

actively engaged on a regular and continuous basis 

 At time of disposition, all or substantially all of the fair market value of the property owned 

by the FFC is used principally in a farming business where the individual, spouse, child 

or parent is actively engaged on a regular and continuous basis

10 Farm Succession Planning  |  "The Kitchen Table Discussion" - Part 2



>50% of property’s use is in the business 

of farming by the individual, spouse, 

child, parent
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What does “used principally” mean?
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What if I used to use it for farming but 
now I don’t? 

What if I lease it to tenants who farm it —
Is this considered farming? 

What if I’m in a sharecropping 
arrangement?



12 Farm Succession Planning  |  "The Kitchen Table Discussion" - Part 2

What does “Actively Engaged on a Regular and 

Continuous Basis” mean? 

Actively Engaged

• CRA Guidance 
actively engaged in the 
management or day-to-
day activities

• Contribution of time, 
labour, and attention
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Regular & Continuous Basis

• CRA Guidance 

an activity that is 

undertaken infrequently, 

or at irregular intervals, 

would not meet the 

requirement



Dad sells the farmland
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Is the capital gains exemption available? 

1988 1998 2008 2018

Dad buys 

farmland for 

$100,000

Dad sells 

farmland for 

$2 million

Farming is sole source of income

 Therefore, Dad can use the capital gains exemption on the sale of this farmland

Owned for 24 months? ……………………………………………………….

Gross revenue from farming exceeded total of all other sources of 

income for at least two years? ……………………………………………….

Property was used principally in a farming business in Canada in which 

Dad was actively engaged on a regular & continuous basis? …………….

Yes

Yes

Yes
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Son sells the farmland
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Is the capital gains exemption available? 

1988 2018

Dad buys 

farmland for 

$100,000

Son sells 

farmland for 

$2 million

Farming is 

sole source of 

income

 Yes, Son can use the capital gains exemption on the sale of farmland… but how?

Owned for 24 months? ……………………………………………………….

Gross revenue from farming exceeded total of all other sources of 

income for at least two years? ……………………………………………….

Property was used principally in a farming business in Canada in which 

Son was actively involved on a regular & continuous basis? …………….

No

No

Yes

2014

Dad dies in 2014; 

passes farmland to Son 

who never farms it
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Son sells the farmland
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How can Son use the capital gains exemption? 

1988 2018

Dad buys 

farmland for 

$100,000

Son sells 

farmland for 

$2 million

Farming is 

sole source of 

income

 Therefore, Son can use the capital gains exemption by relying on Dad’s years 

2014

Dad dies in 2014; 

passes farmland to Son 

who never farms it

Out of 30 years, 26 years of farming.  

 More than 50% principal usage 

From 1988 to 2014, farm gross revenue 

exceeded all other income sources
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Giving the farming assets to your 

child or children 

• During your life time vs. at death?

• Ownership vs. profit sharing? 

• Do you have other non-farming 

assets? 

• Other children–what about them?

• What is your retirement income?
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Children being given vs. purchasing farming assets 

Can gain more flexibility if some assets are outside of the farm operation 
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Children being given vs. purchasing farming assets 

Child purchases farming assets 

(full price or discount)  

• Do they have funds to purchase? 

• Can they take on debt to do so?

• Should they sell some farming assets to 

fund your retirement?   

• Can they put in sweat equity ?

Want to make sure the farming operation remains viable 

without jeopardizing the current owner’s retirement 
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Establishing a sinking fund

Sell some farming assets for non-farming assets 

Life insurance
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Estate equalization for farming families with one or more 

non-farming children 
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Thank you
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How to contact us 

Phone: 519-747-1634  | Toll free: 1-800-265-8720
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