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Developing a written transfer plan is an important part of a successful farm transfer. It forces discussion
between involved individuals. It clears up questions and misunderstandings. It provides aroad map to
follow even though you may have to make a few detours. It provides all parties with an early commitment
to follow through all phases of the transfer process.

Who Should Be Involved?

If the transfer is between two families, it isimportant that both entering and exiting parties and their
spouses be involved in developing the plan. Informed contributing spouses are more supportive than
uninvolved spouses.

Key contributors to the development of your transfer plan will be your tax accountants. They will make
sure your plan makes good tax sense. Others you might wish to involve are your farm management
association consultant, extension educator or vo-ag instructor, and insurance or financia planner.

When your plan is nearly developed, you will lastly want to seek your attorney's opinion on it and ask
him/her to do the final drafting and required legal work.

It isagood idea also to inform or involve the non-farm heirs as to the details of the plan. Point out to
them that you are taking a business-like and systematic approach to transferring the business. Let them
know that their rights as heirs are being protected.

What Should BeIncluded in the Plan?

Include as many specific details as possible. Details make the plan more useful and reduce future
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guestions. Here are some items to cover:

e How will the land be rented? What are rental rates and payment dates? How will rental rates be
determined in the future?

e How will the machinery be transferred? Gift, sale, lease with piecemeal buyout, or exchange of
labor for machine use? Who will pay the insurance, fuel, major and minor repairs? When will the
machinery be transferred?

e How will livestock be transferred? Lump sum sale, gradual sale, shared income for afew years, or
livestock share lease with a buyout?

e How will buildings and the house be handled? Use rent-free? What rental rate? Included with land
rent? What arrangements are made for transfer? Sale, gift, tax-free exchange? Who will pay for
insurance, real estate taxes, repairs, utilities? Does the plan make maximum use of the Minnesota
Homestead Credit?

¢ Are arrangements made to guarantee the security of the entering farmerlife insurance on parents,
option to buy assets later, parents living trust or will that binds other heirs to sale terms?

¢ Will land be sold? If so, when and how will price and terms be determined?

¢ Have adequate and acceptable housing arrangements been made for the long run? I's everyone
happy with these arrangements?

e |f parents will be working for children or children working for the parents, what is the method and
rate of compensation? How much will parents be expected or want to work on the farm after
retirement?

¢ |f families will be working together through severa transition years, who will be responsible for
what segments of the business? Who will be responsible for and manage the livestock, crops,
machinery, marketing, farm records, and employees? How will work be divided? Are hours and
vacation times agreeable to all?

e What are the arrangements for transfer of management and who is responsible for overall decison
making? In other words, who has the final word and when does that right transfer to the next
generation?

¢ How will the debt be handled? Does the entering farmer assume the existing debt, borrow
elsewhere, and pay off old debt? How will thisimpact the existing farmer's tax situation?

When Should the Plan Be Set Up?

The sooner a planis set up, the more confident and content the participants are likely to feel. Once you
decide to transfer the farm, the planning process should begin. The plan should provide for the complete
transfer of the business, so it may have to cover 10 years or more.

Get It in Writing!

Putting it in writing isamust. If it is not written, details are easily forgotten and often misconstrued as
time goes by. After afirst writing, all parties should review the plan and check it out with their advisors
and tax planner. As soon as the document has agreement from everyone involved, afina transfer plan can
be drawn. All involved parties should read and sign the final agreement.

Caution: This publication is offered as educational information. It does not offer legal advice. If you
have guestions on this information, contact an attorney.

Other Fact Sheetsin This Series:

20f3 10/7/1999 9:28 AM



Developing a Written Transfer Plan http:/www.extension.umn.edu/Documents/D/F/DF6311.html

Questions to Ask Before Y ou Start Transferring the Farm Business (FS-6302)
When to Transfer the Farm (FS-6303)

Major Tax Considerations When Transferring Assets (FS-6304)
Selling the Crops and Market Livestock (FS-6305)
Transferring Breeding Stock and Machinery (FS-6306)

Should You Sell Your Real Estate? (FS-6307)

Gifting Farm Assets (FS-6308)

Protecting the On-Farm Heirs (FS-6309)

How to Be Fair With Off-Farm Heirs (FS-6310)

10. Developing a Written Transfer Plan (FS-6311)

11. Farming Together (FS-6312)

12. The Revocable Living Trust (FS-6313)

13. Financia Help for Beginning Minnesota Farmers (FS-6314)

14. Using a Farm Partnership to Transfer Assets (FS-6315)

15. The Farm Corporation - Ist for You? (FS-6316)

©WoNoTh~WNE

Or Order All 15 Fact Sheetsin the Series:
Transferring the Farm (PC-6317)

Erlin J. Weness
Area Extension Educator
Farm Management

Produced by Communication and Educational Technology Services, University of Minnesota Extension Service.

In accordance with the Americans with Disabilities Act, this material is available in aternative formats upon request. Please
contact your University of Minnesota county extension office or, outside of Minnesota, contact the Distribution Center at (612)
625-8173.

The University of Minnesota Extension Service is committed to the policy that all persons shall have equal accessto its programs,
facilities, and employment without regard to race, color, creed, religion, national origin, sex, age, marital status, disahility, public
assistance status, veteran status, or sexual orientation.

a Previous Page

}:‘f University of Minnesota Extension Service Home Page

-

30f3 10/7/1999 9:28 AM



