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Understanding Agricultural Law
A Legal Educational Series for General Practice Attorneys and Business 

Advisors Representing Agricultural and Rural Clients

This webinar series is specifically tailored to create subject matter literacy and 
competence on fundamental issues of agricultural law for attorneys, advisors, and 

service providers to agricultural producers and agri-businesses.
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Past Topics:

• Agricultural Labor Laws 
• Leasing Farmland for Energy Development
• Local Land Use Regulation of Agriculture
• Statutory Protections for Ag Operations
• Agricultural Cooperatives
• Livestock Market Regulation
• Crop Insurance
• Federal & State Conservation Programs
• Licensing & Regulation of 

Direct Agricultural Product Sales
• Agricultural Finance 

• PA's “Clean & Green” Tax Assessment Program
• Animal Confinement Laws
• Conservation Easements
• Landowner Immunity Statutes
• The Farm Credit System
• Milk Pricing
• Pesticides
• Seed Laws
• Fair Labor Standards Act (FLSA)
• Perishable Agricultural Commodities Act (PACA)
• Food Labeling

aglaw.psu.edu/understanding-agricultural-law/

https://aglaw.psu.edu/understanding-agricultural-law/
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Understanding Agricultural Law Educational Program 
Understanding the Basics of-- 
May 30, 2025—Migrant and Seasonal Agricultural Worker Protection Act
June 27, 2025—PA’s Clean & Green Program: County-Level Administration
July 25, 2025—ADA Compliance for Agritourism Operations
Aug. 22, 2025—Foreign Agricultural Land Ownership Laws

Attorney CLE available
Register at https://aglaw.psu.edu/understanding-agricultural-law/ 

All events: https://aglaw.psu.edu/events/

Upcoming programs from the Ag Law Center:

https://aglaw.psu.edu/understanding-agricultural-law/
https://aglaw.psu.edu/events/
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Register at https://aglaw.psu.edu/events/

 
July 15, 2025—2nd Quarter of 2025: 2025 Federal 
Milk Marketing Order Reforms 

Attorney CLE Available

Upcoming programs from the Ag Law Center:

Quarterly Dairy Legal Webinar Series:

https://aglaw.psu.edu/events/
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Register at https://aglaw.psu.edu/events/

May 21, 2025—Navigating ADA Compliance for 
Agritourism Guests, Center Staff Attorney Jackie 
Schweichler

June 18, 2025—An Overview of State Grain Dealer 
Statutes in the United States, Center Director Ross Pifer

Upcoming programs from the Ag Law Center:

Partner Programs with the National Agricultural Law Center:

https://aglaw.psu.edu/events/
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Register at https://aglaw.psu.edu/events/

Upcoming programs from the Ag Law Center:

Save the Date—Mark your calendar!

2025 Agricultural Law Symposium
Thursday, September 18, 2025

In-person at Penn State Dickinson Law, University Park
Lunch & refreshments provided
6 Attorney CLE Credits available

Registration available!

https://aglaw.psu.edu/events/
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Housekeeping 

• This webinar is being recorded.

• Please use the Q&A feature for questions.

• Please fill out surveys.

• CLE credits:

• Link to CLE form will be posted in the chat

• Please fill out form ASAP 

• Listen for code word, enter code word in the form
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Today’s Presentation

I. Brief Overview of Pennsylvania Inheritance Tax

II. Agricultural Exemptions and Family-Owned Business 
Exemption to Inheritance Tax

III. Beginning Farmer Tax Credit

IV. Transfer Tax Exclusions

V.  Participant Comments – Application of Exemptions / 
Credits
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Pennsylvania Inheritance Tax – Basics 

• Pennsylvania Inheritance Tax return required for all 
decedents who have property subject to tax.
• Filed by personal representative; OR
• Filed by transferee of property, if no personal representative 

appointed or if property is not included on return.

• Must be filed within nine months of decedent’s date of 
death.
• Potential extension for additional six months
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Pennsylvania Inheritance Tax – Basics 

• Pennsylvania Inheritance Tax return is filed in County 
Register of Wills Office.

• Inheritance Tax Rates (since July 1, 2000):
• Spouse – 0%
• Transfers to/from Minor Child (21 or less) – 0%
• Lineal descendants/ancestors – 4.5%
• Siblings – 12%
• Other beneficiaries – 15%
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Pennsylvania REV-1500 – Resident Decedent
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Pennsylvania REV-1500 – Resident Decedent
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Pennsylvania REV-1500 – Resident Decedent
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PA Inheritance Tax – Agricultural Exemptions

• Business of Agricultural Exemption – 72 P.S. § 9111(s)

• Farmland Other Exemption – 72 P.S. § 9111(s.1)
• Originally referred to as Farmland Commodities, Easements and 

Reserves Exemption by PA Department of Revenue

• Qualified Family-Owned Business Exemption – 72 P.S. § 
9111(t)
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PA Inheritance Tax – Agricultural Exemptions

• Act 85 of 2012
• Sections 22 and 23 – established Business of Agriculture and 

Farmland Other exemptions

• Act 52 of 2013
• Section 34 – established Family-Owned Business exemption

• Act 84 of 2016
• Section 46 – amended above exemptions
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PA Inheritance Tax – Farmland Other Exemption

• “A transfer of an agricultural commodity, agricultural 
conservation easement, agricultural reserve, agricultural use 
property or a forest reserve, as those terms are defined in 
[72 P.S. § 9122], 

• to or for the benefit of lineal descendants or siblings is 
exempt from inheritance tax, 

• provided the foregoing property is reported on a timely filed 
inheritance tax return.” –  72 P.S. § 9111(s.1)
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PA Inheritance Tax – Farmland Other Exemption

• Agricultural commodity – “Any and all plant and animal 
products, including Christmas trees produced in this 
Commonwealth for commercial purposes.”

• Agricultural conservation easement – As defined in section 3 
of the [Agricultural Area Security Law].”
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PA Inheritance Tax – Farmland Other Exemption

• Agricultural reserve – “Noncommercial open space lands used for 
outdoor recreation or the enjoyment of scenic or natural beauty 
and open to the public for such use, without charge or fee, on a 
nondiscriminatory basis.”

• Agricultural use property – “Use of the land for the purpose of 
producing an agricultural commodity or when devoted to and 
meeting the requirements and qualifications for payments or 
other compensation pursuant to a soil conservation program 
under an agreement with a federal agency.”
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PA Inheritance Tax – Farmland Other Exemption

• Forest reserve – “Land of ten acres or more that is stocked by 
forest trees or any size and capable of producing timber or 
other wood products.”
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PA Inheritance Tax – Farmland Other Exemption

• “A transfer of an agricultural commodity, agricultural 
conservation easement, agricultural reserve, agricultural use 
property or a forest reserve, as those terms are defined in 
[72 P.S. § 9122], 

• to or for the benefit of lineal descendants or siblings is 
exempt from inheritance tax, 

• provided the foregoing property is reported on a timely filed 
inheritance tax return.” –  72 P.S. § 9111(s.1)

22



Understanding Agricultural Law Educational Program

PA Inheritance Tax – Farmland Other Exemption

• Benefits:
• Exemption with no ongoing reporting requirement

• Limitations:
• May not cover all assets 

• Does not apply to structures, equipment, etc.

• May not cover all “family” members
• Only applies to lineal descendants and siblings
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PA Inheritance Tax – 
Business of Agriculture Exemption

• “A transfer of real estate devoted to the business of agriculture

• To or for the benefit of members of the same family,

• provided that after the transfer the real estate continues to be 
devoted to the business of agriculture for a period of seven years 
beyond the transferor’s date of death

• and the real estate derives a yearly gross income of at least two 
thousand dollars ($2,000) and the real estate is reported on a 
timely filed inheritance tax return . . .” –  72 P.S. § 9111(s.1)
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PA Inheritance Tax – 
Business of Agriculture Exemption

• Business of agriculture:
• Includes “the leasing to members of the same family or the leasing 

to a corporation or association owned by members of the same 
family of property which is directly and principally used for 
agricultural purposes.”
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PA Inheritance Tax – 
Business of Agriculture Exemption

• Business of agriculture – does not include:
• Recreational activities such as hunting, fishing, camping

• Raising, breeding, or training of game animals, game birds, fish, 
cats, dogs

• Fur farming
• Stockyards and slaughterhouses

• Manufacturing or processing operations
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PA Inheritance Tax – 
Business of Agriculture Exemption

• Members of same family:
• “Any individual, such individual’s brothers and sisters, the brothers and 

sisters of such individual’s parents and grandparents, the ancestors and 
lineal descendants of any of the foregoing, a spouse of any of the 
foregoing and the estate of any of the foregoing.  Individuals related by 
the half blood or legal adoption shall be treated as if they were related 
by the whole blood.  For a transfer made by a surviving spouse, the 
term shall include any individual considered to be a member of the 
same family of the decedent spouse.”
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PA Inheritance Tax – 
Business of Agriculture Exemption

• Members of same family:
• 2nd cousins

• Ancestors and descendants

• Second-to-die spouse to relatives of first-to-die spouse

• Step-relatives?
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PA Inheritance Tax – 
Business of Agriculture Exemption

• If not used in business of agriculture for seven years or if 
under income threshold:
• Must pay inheritance tax that would have been due at date of 

death plus interest from date of death;

• Tax on land no longer used in business of agriculture is a lien in 
favor of Commonwealth and is a personal obligation of owner at 
time of ineligibility event.
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PA Inheritance Tax – 
Business of Agriculture Exemption

• Reporting requirement:
• “Every owner of real estate exempt under this subsection shall 

certify to the department on an annual basis that the land 
qualifies for this exemption and shall notify the department within 
thirty days of any transaction or occurrence causing the real estate 
to fail to qualify for the exemption.”

30



Understanding Agricultural Law Educational Program

PA Inheritance Tax – 
Business of Agriculture Exemption

• Reporting requirement:
• PA Dept of Revenue will send certificate to property owner each 

January.

• Certification is due by Feb. 15 of each year.
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PA Inheritance Tax – 
Business of Agriculture Exemption

• “A transfer of real estate devoted to the business of agriculture

• between members of the same family,

• provided that after the transfer the real estate continues to be 
devoted to the business of agriculture for a period of seven years 
beyond the transferor’s date of death

• and the real estate derives a yearly gross income of at least two 
thousand dollars ($2,000) and the real estate is reported on a 
timely filed inheritance tax return . . .” –  72 P.S. § 9111(s.1)
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PA Inheritance Tax – 
Business of Agriculture Exemption

• Benefits
• Broader coverage of real estate – residence and structures are 

generally covered under exemption
• Broader definition of family

• Limitations
• Ongoing reporting requirement
• Minimum income threshold
• Only applies to real estate
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PA Inheritance Tax – Agricultural Exemptions

• 2016 legislative amendments:
• Expanded “members of the same family” definition to include 

family of first-to-die spouse in transfers from second-to-die 
spouse;

• Allow for transfers to trusts where all beneficiaries are qualifying 
family members.
• Retroactive to 2012

• Adds timely filing requirement  
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PA Inheritance Tax – Agricultural Exemptions

• Claiming an exemption:
• Complete and submit REV-1197 Schedule AU (Agricultural Use 

Exemptions) as part of PA Inheritance Tax return

• Attach “written statement explaining in detail how the real estate 
qualifies for the claimed exemption.”

• Attach copy of county assessment card

• Attach copy of deed
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PA Inheritance Tax – Agricultural Exemptions
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PA Inheritance Tax – Agricultural Exemptions
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PA Inheritance Tax – Agricultural Exemptions
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PA Inheritance Tax – Agricultural Exemptions
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PA Inheritance Tax – Agricultural Exemptions
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PA Inheritance Tax – 
Family-Owned Business Exemption

• Qualified family-owned business interest
• Fewer than 50 FTE employees

• Assets less than $5 million

• Entity wholly owned by decedent and members of the same family

• Has been in existence for five years prior to date of death

• Seven-year post-death compliance period
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PA Inheritance Tax – Exemptions
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PA Beginning Farmer Tax Credit

• Established through Act 65 of 2019

• Codified at 72 P.S. §§ 8801-H to 8807-H

• Provides a state income tax credit to seller or lessor of 
“agricultural assets” to qualifying beginning farmer.
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PA Beginning Farmer Tax Credit – 
Key Definitions

• Agricultural assets – “agricultural land, livestock, facilities, 
buildings and machinery used for farming.”

• Beginning farmer:
• Demonstrated experience in ag or related field
• Income from agriculture for last ten or less years
• Intends to provide majority of labor and management on farm
• Written certification of beginning farmer status from DCED
• Is not a partner,  member, or shareholder of entity purchasing or leasing 

from
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PA Beginning Farmer Tax Credit – 
Process

• Both the seller/lessor and beginning farmer must have the 
transaction certified by DCED to generate the tax credit.

• Beginning farmer can be certified by DCED prior to the 
transaction.

• Beginning farmer certification is for three years and 
recertification can extend time period.

• One beginning farmer can enter into multiple tax-generating 
transactions.
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PA Beginning Farmer Tax Credit – 
Process
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PA Beginning Farmer Tax Credit – 
Process
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PA Beginning Farmer Tax Credit – 
Process

• DCED works with PA Department of Revenue to issue the tax 
credit.

• Seller/lessor must be current on all state tax obligations.

• Tax credits are not refundable, transferrable, nor can they be 
carried forward.
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PA Beginning Farmer Tax Credit – 
Amount of Credit 

• For a sale – “five percent of the lesser of the sale price or the 
fair market value of the agricultural asset, up to a maximum 
of $32,000;” or

• For a lease – “ten percent of the gross rental income in each 
of the first, second and third years of a rental agreement, up 
to a maximum of $7,000 per year.”
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PA Beginning Farmer Tax Credit – 
Program Authorization / Funding Level 

• Program is statutorily authorized through 2029.

• Funding authorized at $6 million annually [$5 million in 
2020] with unused funds carried forward.
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PA Beginning Farmer Tax Credit – 
DCED Reporting 

• Statute mandates that DCED provide a report to the General 
Assembly no later than Feb. 1, 2025 containing information 
including the following:
• Background on beginning farmers
• Number of tax credits
• Geographic distribution of tax credits
• Number and amount of disallowed tax credits
• Number and amount of requests in excess of allocated funding
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PA Beginner Farmer – Transfer Tax Exclusion 

• Transfer tax exclusion for “for transfer of real estate that is 
subject to an agricultural conservation easement established 
under . . . the Agricultural Area Security Law to a qualified 
beginner farmer.”

• “Qualified beginner farmer” is defined very similarly to 
“qualified beginning farmer” under Beginning Farmer Tax 
Credit program.
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PA Beginner Farmer – Transfer Tax Exclusion 

• Transfer tax exclusion for “for transfer of real estate that is 
subject to an agricultural conservation easement established 
under . . . the Agricultural Area Security Law to a qualified 
beginner farmer.”

• “Qualified beginner farmer” is defined very similarly to 
“qualified beginning farmer” under Beginning Farmer Tax 
Credit program.

54



Understanding Agricultural Law Educational Program

PA Beginner Farmer – Transfer Tax Exclusion 

• Established under Act 13 of 2019.

• Codified at 72 P.S. § 8102-C.3(18)(vii)
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Agriculture – Transfer Tax Exclusions 
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Thank You!
QUESTIONS?  
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