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AAre you workin



C. REALISTIC CASH FLOW AND APPROACHE

D. WHAT NOT TODO

E. PRACTICAL PLAN




The Agriculture Industr

I Market Value of Land/Unit Size

I Management/Business Technology
I Participation by both Husband/Wite '
I Children Entering Management 22
i Non-Farm Children >
I Farm as a Way of Life

I Preservation of Operating Unit
i Balancing the interest of Children S
on Estate Planning e
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Evaluating Your Estate Plan

-
sl B

A Language of Estate Planning
1 A Property Ownership
" A Use of Business Entities
"2 A Transferring Decision Making Control A
3 A Gift, Estate & Income Taxes
A Calculating Retirement Costs
— A Setting Goals for Retirement of Farm Transition

A Steps for Implementing Your Estate Plan e
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" AWills/Trusts
A Power of Attorneys

? I Financial e
§ I Health Care =
gz A Living Will

P ACommunlty Property Agreement
—— AOut of State Trusts
~1Along Term Care Insurance *
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LURING YOUR ASSETS

A - i .

{

P

e A Asset Protection

". .
o
55

A Tax Planning
A Transition Planning

i A Always Evolving

) ’ A
. .
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ENTITY CHOICES

Py

A SOLE PROPRIETORSHIP .
A GENERAL PARTNERSHIP \ -
¥ ALIMITED PARTNERSHIP

A CORPORATION
~ I TAXED AS A REGULAR “C_
I TAXES AS AN “S CORPORA

A LIMITED LIABILITY COMPANY
ATRUSTS
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. ADO NOT PUT LAND INSIDE A
;,j CORPORATION
G



What Is a Corporation?

e A separate | egail wentit
e« Repl aces t hesfarmer .as
e« Opens "a bank'!' 'account

e Obtains a. Federal =D
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TRUSTS

A IRREVOCABLE
A Life Insurance

:-; e A REVOCABLE

O HOLD TI

LE TO LAND

4AFIDUCIARY ISSUES

t?j@ﬁ AWHAT IF | WANT TO CHANGE

'y ' Vi "
: T HAE A A 25
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e .
A Estate Tax levied at each death
LA NBFGS | 4{S02yR 9adl
- ATax savings occur at deaths of descendanth
_?‘? A Accumulate S|gn|f|cant weakiFAX FREE
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é ROTECTING BUSINESS ASSETS

ﬁusELLC CBRF PORATION

. ———

"A’iN:FERNAL/EXTERN A\
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ASEPARATED ANG
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AUSING MULTIPLEH /&®AYERS
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e ~They have th ee _- r.-.la- —
‘j ::"'famﬂﬁy farm Operat_lon and :_."_‘fm--‘

S SaTIV ~Their-children are aII marrl
~ blessed with 'flve gra dchildren.
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P $ 5,000,000
= KeouaHIRA/Stocks * 5 1,000,0
_ KeoughlRA/Stocks * = -~ 00
-~ 95%interestinR & H’F—Iariso —

-=“- Farm§’ ‘Inc. (operating Corp’

~ Life Insurance/Roger (Qash Value)$ 10 JOE
(Death Benefre $300,000) - .

o 1 { = Insurange/HeIen (Cash
e =1 B -$100,000) :
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The Transfer Process

Transfer Ownership %

Transfer Management >

Divide Incoms —>

The Transfer Stages

Testing Commitment Eztablished Withdrawal

Beginning

Brock Law Firm, P.S. Attorneys at Law 18
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A. Minimize Federal Estate Tax and State Estat
Tax Costs

~ B. Provide for Succe»ssmn Planning
: C Protect Income to Roger

- D. Provide for Safeguards om DA
Bankruptcy and nepprov d‘tra
- lineal Heirs) ——- =8 e

"v"'

?~~E~~I\Aa1n1amC@NEI'ROLto Roger/He_Iena 3=
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E rc,hase and/or operate additional land

imitatic es =
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‘ :-.. | G‘F.-'!!e
OPERATING STRUCTURE

Hansen Famil\
Farms Land LLC
Partnership

Mom/Dad Cor Kid Corp

A Operating EntityHansen Farms

ANot Changingﬂow_ Farming

_ A—Thﬁ Wh et

b — e
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'A Need to Gift Several Hundred Thousand
!  Dollars of Asset Equity over the Next-Pb

| years.

B. Utilize $14,000 (2016)Annual Gift Tax
Exclusion Per Done Per Year
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ATRANSITION PLANNNING
ZL@ONTROL OF ASSETS

_“_" -

_AMND HOLUH:I:@__;T REI

"‘ISSUES o
AAPPROPRlATE_ | SES

.__‘-’

--A NEXT GENERATIQ FAM
:QQMIN§ BACK TO FARM
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VA Aseparate legal ent
/A Not a Corporation

“Landlord

T.IT-':A Opens a Ba.nk Aecaunt b
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A Partnership Not a Taxpayellt is a Pass Through i
Entlty

A Partners Report Their Dlstrlbutlve Share of
Profits/Losses as Shown r—

== K Assume Hanson Fam

IfRQger/HeIen own 100%Report all on
Tax Return' oo - -'-“*??"_

LY T o

i If Children own 2% then they each v Do
"-:_ - ($1,000 on their Tax?etum and Rog r/He len
~Fsce. %94%-@4.11)00;)_
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A 500 Ul'l of Pref wau- h e'.-'—%;'
- A 24,500 Umts of Cormno 1 LLC Mem

-.QL"’

,A_ Value $200/Unit based on F.NIV of Contrlb
’m"fm, S
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500 Common Units

Year Units Vélue Net Gift | Tim Gladice ally j
2016 200 $40,000 | 40% $24,000 | 1% 1% 1%

19%

-~;‘--201j_. 200 | $40,000 | 40%

200 |$40,000 |4

- |2019 [200 [$40000 [40% _ _|$24,000 |19% |
b ~ s ki st S ($16,000). 2=

b R B

- |Overa4 Year Periodi 24% of LLC ($480,000) Transferred vs.

88,000 (difference of $192,000in Value) .- —
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‘bi%roportlonate Distributions
ExampT — Assume 2016 -
= 4——'., : -\.R‘ﬁger and 1d Helen (826 a}

.-.-:"’ 2. Tim; Gladice, Sa,lly.(.6(_3/o each)
_' == Roger andeeIen' could.d stribute § ..u of~the|r dlst butive
O Chl|d and that lez vﬂ. T “h«.ﬂﬂ_

but 'Roger/HeIen coul,d_dlstub
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A. Hansonsre the de'ignated managers/may !
desighate successor manager

~_B. Complete control over aII farm deC|S|ons relating to
- the land- rentﬁse exchange.at

é Complete contro over e

~ decisions
D. As Complete Prohibiti
- ofunits as possmletyplca ‘wal Tt
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W IS ESSENT|AL TO A TRANS|T|ON
AN.-THAT Ly UR 1 H - FAMILY “

‘”‘?‘iﬁé‘q__s_E OF PROP
ESS‘ENHAL COI\/IPON
~ FAMILY TRANSITIO AN

cv‘- "‘.

;AWHAT ABOUT A TRUST
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A Keep control of farm operation while younger generation
transltlons INto operatlon
- Usually no means to buy out parents
- ' T‘ Parents want to ke eep-ca a..-_s;
: - Avoid losing farm to |nla VS: ©

e
e . [ —

w

L ———

A Retire for Social Securlty purpos
i Collect Social Security

.1 Keepallthe beneflts of Ihe @rp ---- . |
. _Corporation - b -
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" A Just get started on the transition plan; !
A The transition plan will change throughout your
lifetime; so create it W|th erX|b|I|ty

~ AThe estate/pmbal very last thing, aﬂuﬂ
——— very S|mple ST '.--;--

A JUST TELL ME

== -AD._QN T WORRY ABOUT THE PROC‘ 7SS
- WILL GET“YOE THERE, Jus;.r QEI.‘. ,
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ase with 15% After Tak ‘ i
ollars

f_plrt—lnterest Purchase
A‘Corporatrons acquired a temporary Interest in the land with

—el - —--’

_ ‘remainder held personally- T :’“
-"& Remarnder holder obtail :v*‘“‘ oW

-
e -
.

3 -term - - -
~ A Not advisable under curre tIaW foraco horatic

N e

land-"—= = s T
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—% Cannot use sphltnterest purchase—wr

W—— -

;pecause of anfreeze rules =

' .Rem inder heleter recér”vee Tujt basrra-t-:e;ng ’-
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Example 7 Tax Effect 000 Real Estate Purchase’ :!

-

A l@r}son family purchases land for $100,000 on eym

'_f"nQIe at 9% -

~ A Purchase persor?o\‘ﬁ‘-'f,,g’ =

"='"-:::- S

~~ 1 Hanson family needs $175,000'

— .";.Ii$;.7..5_,_..0.0 IR S e e
principal" """ - shasste LA

- A Split Interest

e i -The Hansmfgmlly and Iherr-corporatlon need
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~ AcCreateYOUR plan,not buy
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