Improve Access to Farmland Policy Ask

Increase the capital gains exemption 1 7

amount

Context

Several rules govern the transfer of agricultural businesses in Quebec to encourage the
young farmers. Among these transfer mechanisms, taxation plays a major role. In
agriculture, when farm businesses are transferred, a significant capital gain is realized due
to their high value. Since June 25, 2024, to facilitate transfers, the capital gains tax
exemption applies to the first $1.25 million.

However, although the increase in this amount was applauded by the young farmers and
identified as a gain, it still does not represent the reality of the agricultural sector and is not
advantageous enough since the value of farms continues to increase.

For example, in Quebec, the average farm asset value was $4.3 million as of December 31,
2023. This represents an increase of over $500,000 in two years. However, the average
debt per farm represents 31% of the assets. In Quebec, as in the rest of Canada, the
average farm value is on an upward trend, and this trend does not appear to be expected
to change.

Since 2021, several advancements and changes have been made at the federal level
regarding the flexibility of business transfers. Unfortunately, this flexibility in federal
regulations has not yet been achieved in Quebec. These Quebec regulations are still too
restrictive and should be amended to help young farmers. Despite its commitment to
supporting the young farmers, the Quebec government has still not announced that it will
relax its criteria in accordance with federal government guidelines.

Policy Ask

The young farmers are asking the Quebec and Canadian governments to increase the tax
exemption for business transfers from $1.25 million to $2 million when the agricultural
business is transferred to the young farmers. They also want the provincial exemption
criteria to be aligned with those of the federal government.
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