Setting Goalsfor the Future of your Farmland

Published on Mar 30, 2017 by Peoples Company

What M atters M ost?

“You cannot maximize more than one variable. You have to prioritize. Most people aren’t going to have the
resources. It becomes so important to consider the various goals and decide ‘thisis my number one goal.””

Set Goals First

Farmland owners: Y ou are part of a businessimportant like none other: the growing of our food and fiber,
and you are fortunate to call a piece of the earth “yours’. Many have realized — and then lost — their farmland
ownership dreams; others have never even had the opportunity.

Y our farmland may be the primary financial asset you will leave behind when you are gone. “Family farms
are businesses, in which the land is the bulk of the operation’ s value,” says Michael Duffy, Professor
Emeritus at lowa State University and an expert on farmland values. “ This makes farmland transfer such a
difficult areato navigate.”

For many of us, it is hard to think through — and then talk about —what matters most (farmland or
otherwise). What are your plans for the future of your farm after you leave this earth? Only through
reflection about the legacy you want to leave behind can you put into place strategies that will help you
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achieve your goals.

For some, owning farmland is ssimply a good financia investment. If that piece of real estate has been in
your family for generations, it may be an important part of your family heritage that you want to continue.

Y ou may want more than anything for your heirsto prosper in the farming business when you are gone or
help anon-related family continue the farming tradition. Or your top goal may be donating your farmland to

acharity or using it for conservation. Y ou are certainly not alone in your need to address the future of your
farmland. | S et —

Y ou are part of atremendous land transfer that is taking place. About 10
percent of all farmland is expected to change hands within the next five
years alone, according to the U.S Department of Agriculture.1

Stories abound about what goes wrong with farmland succession. Some
landowners die having made no plans at all for the future of their farm
businesses and land. Others sell the farm without communicating their
plansto their heirs, leaving the family in shock. Fathers fight with sons over the farm business; brothers and
sisters fight once mom and dad have passed on. Landowners pass their land on equally to farming and non-
farming heirs, leaving the farming heir unable to continue a viable farming operation. Farmers without
children who farm cannot find the right young people to continue their operations.

Tom and Irene Frantzen's goal is the “long-term protection for atrue lowafamily farm that has significant
conservation features blended into aworking landscape.” Reports Tom: “ This was written after much
thought and a lengthy discussion with our family. With that stated goal, we could now measure proposed
actions against it.” Other farmland owners come up with different goals. For Bob and Linda Lynch of
Gilmore City, lowa, providing land for the next generation to farm is atop goal. Bob's great-great
grandfather bought the farm near Gilmore City, lowa, in the early 1900s. Bob and Linda s son Jay isthe fifth
generation of Lynches to work that land.

Unfortunately, it may not be possible to accomplish al of the goals you would like for the future of your
farmland. As Mike Duffy says, “Y ou cannot maximize more than one variable. Y ou have to prioritize. Most
people aren’t going to have the resources. It becomes so important to consider the various goals and decide
‘thisis my number one goal.’”

For example, many farmland owners want to give their heirs an inheritance of equal economic value but also
want afarming heir to continue to farm the family land as well. Without long-term planning and likely
considerable off-farm resources, accomplishing both of these goals may not be possible.

The important thing is to begin the transfer-planning process right away. Start with simple goal-setting,
then you can move on to the legal and financial strategies that will help you. Ask yourself these
guestions about your farmland:

* What do | own?

* How do | own it? (joint owner, right of survivorship, etc.)

* What isit worth?

* Who do | want to giveit to?

* When do | want to give it to them?

* How do | want them to own it?

Towalk through and find out what your
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goals are and how that tiesinto your succession planning
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