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Introduction

What is the future of your farm? If you are like most farmers,
you are so busy with the day-to-day business of farming that
you find it hard to plan ahead. You probably have hopes for the
future of your farm and have thought

handbook, the authors assume that there is no successor

for the business within your family, including your children,

your siblings, and the children of your siblings. You may or
may not have an employee, neighbor

some about what will happen to
you, your family, your business
and your land.

...you may be one of

or other individual interested in taking
over your farm. In either case, this
handbook will help.

many farmers who do

Deciding what to do with your farm as
you exit farming can be challenging.
Farmers who have identified and
prepared someone to take over the
business have one crucial issue
taken care of. But you may be one

not have an identified
successor. If so, this
handbook is for you.

Many issues are similar between
family and non-family transfers. But
there are unique challenges facing a
farmer without an identified successor.
While there are guides, tools and
advisers that address farm succession

of many farmers who do not have
an identified successor. If so, this
handbook is for you.

FARM TRANSFER AND TRANSFER PLANNING
Transfer is defined as the process of handing over control,
ownership and/or management of the farm business to a
successor. Transfer and succession can be used interchange-
ably. (Some advisors, however, use the term “succession”
referring to passing of a business within the family.) In
farming, the business typically is tied to farm real estate,
which often is where the farm family lives. So, transfer will
usually involve both the business and the real estate. From
financial, legal, tax, family and emotional perspectives,
succession for farms can be more complicated than for
other kinds of businesses.

With sound succession and transfer planning, a senior
farmer has assurance that his (or her) personal, family and
business goals are met. Assets, income and management
are passed on according to this plan during one’s life or
in the estate. The senior farmer has a secure retirement,
appropriate engagement with the farm if desired, and a
meaningful legacy. In addition, there's a greater likelihood
that the farm will stay in farming.

WHEN YOU DON'T HAVE

AN IDENTIFIED FAMILY SUCCESSOR

This handbook addresses farm succession and transfer
when there is no identified, agreeable and well prepared
family successor. You also may not have identified who
will receive your non-farm assets. For the purposes of this

and transfer, none single out these
special challenges.

This guide will tackle those unique issues. It will not go into
detail on standard succession and transfer planning topics
such as the use of trusts, calculating retirement needs, or
what's in a will. You can find those materials elsewhere.
Instead, we will focus on topics such as:

¢ Assessing your unique situation, goals and values
regarding the future of your farm.

e Clarifying your offer to a non-family successor.

¢ Family decision-making and harmony.

¢ Finding and bringing on a successor.
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THERE ARE SUCCESSORS OUT THERE

You want to bring a non-family successor onto your farm.
Butis it realistic? Are there farmers who would be interested?
Every farm is different. Not all are equally marketable, and
not every farm business can design a viable succession
plan. But, consider these points:

* The number of new farmers is currently increasing
significantly in every region and across most
farming types.

* Most new farmers come from non-farming backgrounds.
They do not have family farms to work into or inherit.

¢ Beginning farmers (anyone farming for 10 years or less)
report that access to land is their biggest challenge.

* “Linking” programs that work to match available farm
properties (including those held by retiring farmers)
with farm seekers report up to a 10-to-1 ratio of
seekers to available properties.

* \While some aspiring farmers may not yet be ready to take
over your farm, many are well-trained, experienced,
savvy, educated and entrepreneurial.

e Many younger farmers have few capital assets, but
offer plenty of sweat equity and creativity.

e Gradual transfers can work well for both parties.

So, yes, there are farmers out there eager to find the right
opportunity, learn from an experienced farmer, and willing
to putin what it takes to realize their dream. Your farm and
the sharing of your knowledge can energize that dream.
Your legacy can be what you offer to a farmer who is the
right fit for you. The reward can far exceed the effort.
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CASE STUDIES

Theory is great, but examples are even better We have
included three case studies at the end of this handbook.
Itis likely that none of them exactly fits your particular

situation, but we hope that you’ll find elements applicable
to your situation.

e Smith Farm (complete buyout)
This case study is an illustration of a compete sale
of the farm operation — both the real estate and the
business. Included in this case study is a two-step
option where the business is sold first, followed by
sale of the real estate.

e Jones Farm (business-only buyout)
This case study is an illustration of the sale of the
business, with the farmer retaining the real estate.

e \\ilson Farm (benefactor transfer)
This case study is an illustration of a financially strong
farmer who wants to see the farm continue, but does
not need the sale proceeds to meet his retirement or
inheritance objectives. This example might be more
prevalent in high-value farmland areas where farm
earnings could not support a fair value farm purchase.
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