
PRESERVING THE LEGACY
OF LAND

Planning for Family
Farms and Ranches



WE HELP FARMERS AND RANCHERS
PLAN FOR, PROTECT AND PRESERVE

THEIR LAND, THEIR FAMILY
AND THEIR HERITAGE.



THE SWEET SMELL OF FRESH HAY, an azure vista rolling along 
emerald hills and the roar of a tractor piercing the silence of dawn. This is the backdrop where you 
have tirelessly built your life, your family and your legacy. This is not just a business; itʼs a way of life.
Our role as a legal advisor for farmers and ranchers is an important one. Our goal is to help you 
preserve a legacy that has been carefully shaped--sometimes over the course of many generations. 
From planting the first seed in the fresh soil to tucking the last grandchild into bed at night, a farmʼs 
business and family are often seamlessly intertwined. For this reason, itʼs important to plan ahead 
when it comes to how you want your farm/ranch to be handled in the future. By getting to know you, 
we are able to co-create a plan to better address your concerns while focusing on protecting your 
business, family and future. As we say, “peace of mind, not just a piece of paper.”



FARMERS AND RANCHERS HAVE UNIQUE
PLANNING NEEDS.



A farm or ranch succession or transition plan is most simply about protection. 
The goal is to hear you, protect your income, your families, your future and 
your assets. While one client may worry about providing income protection 
for their spouse, another may be concerned with creating a legacy for future 
generations. When we work with farmers and ranchers weʼll encounter 
factors that we do not typically come across in our day-to-day client 
meetings. Our farm and ranch clients have unique planning needs that 
require an attorney who is experienced in estate planning while also helping 
farmers plan for, protect and preserve their legacy of land.

In this guide youʼll learn the important aspects of how and why we work with 
family farms and ranch clients. The following topics will help you better 
understand what this process looks like and why itʼs important.
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Americaʼs farms and ranches are vital to our communities. Covering about 
40% of the land in the United States, American farms are undeniably a large 
part of our economy, our culture and our future. Consider the following to get 
a better picture of the modern American farm or ranch:

Why Focus on Today’s Family Farms
and Ranches

2.1
million

farms in the
United States

55.3
years old

is the average
age of a farmer

87% of farms are operated by
families or individuals

395$billion
is nearly the amount of agricultural
products US farms sold in 2012

With this large and aging population, we believe that as attorneys have the 
opportunity to build meaningful relationships with farm and ranch 
communities. When it comes to succession and estate planning, family farms 
and ranches would greatly benefit from utilizing this service as well as 
looking at financial goals. By focusing on the farmer or rancherʼs challenges 
and needs, our goal as an attorney/team member is to become a trusted 
part of a farmer or rancherʼs team.
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Below are some key considerations for attorneys 

working with farmers and ranchers: 

 Significant farm transfers are    

 expected over the next decade

 The number of farm families has    

 dropped in every decade since 1920

 Estate planning and exit planning   

 have become an integral part of    

 farm/ranch management

 Average farmer/rancher is    

 approaching retirement age

 Farmers and ranchers need to be   

 educated about their options

Challenges for
Today’s Farm and 
Ranch Families:
Rising cost of doing business 
(equipment, technology, fuel, 
supplies, land)

Decreased interest in the family farm 
or ranch (next generation not 
interested in taking over)

Large farms and ranches taking over

Aging farmers/ranchers - no 
succession plan

Shrinking workforce

3



Before we can begin to assess the farmerʼs situation, we first need to establish the 
goals for the farm or ranch. For example, what do you  envision for your farm or 
ranch? We find that a large majority of our clients want a sound succession plan, 
but that can mean several different things. For example, is it leaving the 
farm/ranch to immediate family, other relatives or even a friend or worker on 
their farm? Or are you interested in charitable opportunities or additional legacy 
techniques, such as leaving the farm/ranch to an organization in their family 
name? Analyzing and determining goals upfront will greatly help us to be more 
productive in the various client planning meetings which make up our “process”.

Below are concerns that are common to the family farmer/rancher:

Income/Cash Flow    Income and cash flow are important during working years. Consideration must 
be given to assure a flow of income at the death, disability or retirement of an owner.

Business/Farm Continuity    Whether the business or farm/ranch remains in the family or is sold to 
an outside interest depends, in part, on whether there is a capable heir who wants to take over as 
owner.

Taxes    Tax implications should be considered with every material business decision. All taxes must 
be considered--income, capital gains, gift, estate and GST taxes.

The Transfer of the Farm    Passing wealth (in this case, the farm or ranch) on a tax efficient basis 
is often a goal. However, this is a goal that needs to be coordinated with other objectives. For 
instance, the ownerʼs desire to exit from daily management while still having an income during 
retirement is a big part of wealth management.

Valuation    Valuing a business or farm/ranch often requires an expert. Determining the value of a 
business is an important step in effective planning.

Limited Market for Resale    If there is no heir for the business, there may not be a ready market 
for the business or farm/ranch. While inventory, equipment and land can be sold, it may be sold at a 
value far less than the business would bring as a going concern.

Asset Protection    Protecting the assets of a business or farm/ranch is vital.

These materials contain statements regarding the tax treatment of certain financial assets and transactions applied to farmlands, farm owners and 
family-owned farms. These statements represent only our current understanding of the law in general and are not to be considered legal or tax advice. All 
tax rules are subject to change, including the tax rules and tax treatment of farmlands and tax treatment of life insurance.

Concerns and Planning Needs
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We believe itʼs important that CPAʼs, financial advisors and attorneys do not take 
an overly simplistic approach to family farms and ranches. For example, we find 
that ranches share some of the following characteristics that can create concerns 
during the planning process:

Life Insurance Challenges for
Farmers and Ranchers

A farmerʼs or rancherʼs “wealth” is typically concentrated in the land, its structures, equipment 
and the crops or livestock.

Most of what a farmer/rancher owns is not liquid and is not easily marketed. Getting top dollar 
is easier said than done. There can be no assurance a buyer will appear or make a reasonable 
purchase offer.

Many farmers/ranchers have not accumulated adequate resources for their own retirement.

If the children receive the farm/ranch as their inheritance, will the surviving spouse or partner 
be assured of a comfortable retirement after the income from the main breadwinner goes away?

What about the situations where a child does not intend to work on the farm/ranch? How will 
the farmer/rancher divide his/her estate equally among the children when so much of the estate 
is concentrated in the land and farm/ranch operation?

A Team Approach
We believe that, when working with these 
concerns, itʼs important to keep in mind this is a 
team project. We also believe we are more 
valuable to our farm and ranch clients by working 
with other professionals (financial advisors, tax 
professionals, accountants, etc.) when needed. 
Building an estate planning team will put our 
clients in good hands, and help them feel secure 
about the future of their farm or ranch.

These factors can be critical obstacles to passing the farm/ranch to the children or selling the 
farm/ranch after retirement or death. Altogether, these hurdles are linked to the central issue in 
planning for farmers/ranchers: lack of liquidity.
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We firmly believe that, regardless of how our clients earn a living, how 
wealthy they may be or the size of their family, all can benefit from the 
fundamentals of estate planning. Estate planning is not just for the wealthy. 
By helping our clients create an estate plan, regardless of the size of their 
estate, we are helping them to avoid leaving the succession of their property 
to state laws of inheritance. At the same time, we are also providing 
protection from creditors and predators. 
Basic estate planning is simply the preparation and execution of formal, 
legally valid documents--including the instructions and directions from the 
farmer/rancher to his/her heirs. There are many facets to a comprehensive 
estate plan, but the essence is to inform heirs and direct how the deceasedʼs 
assets will pass at death. The creation of such a plan requires robust 
counseling before any actual documents are created.

What Every Family Farm or Ranch Household Needs: Basic Estate Planning Documents

A Will    A Last Will and Testament (Will) is a personal declaration of your intentions about the 
distribution of your property at death. A Will does not become legally enforceable until your death, so 
it may be changed at any time before your death or mental incompetence. A properly drafted Will 
contains instructions for your personal representative or the executor (the person who will administer 
your estate). If you die without a Will, your stateʼs laws will dictate how your assets and property will 
be distributed.

Basic Estate Planning
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Challenges for
Today’s Farm and 
Ranch Families:
Rising cost of doing business 
(equipment, technology, fuel, 
supplies, land)

Decreased interest in the family farm 
or ranch (next generation not 
interested in taking over)

Large farms and ranches taking over

Aging farmers/ranchers - no 
succession plan

Shrinking workforce

Name the personal representative and successor of your 
estate

Designate a guardian for your minor children or other 
dependents who are unable to care for themselves

Control the distribution of your assets

A Will
Allows
You To:

Override any annuity life insurance policy IRA or any 
contract or account with an already designated 
beneficiary

Abolish the terms of a trust youʼve established

A Will
Does
Not:
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Health Care Power of Attorney and Living Will    A Living Will (also known as an Advance 
Medical Directive) is a document that expresses your desires and preferences about medical treatment 
in the event you are in a terminal medical condition. This could be due to illness, accident or if you are 
in a persistent vegetative condition (stroke), with no reasonable prospect of recovery based on the 
diagnosis of a qualified medical professional(s). A Living Will should be used in conjunction with a 
Health Care Power of Attorney. This names a patient advocate and a successor patient advocate who 
is authorized to make medical decisions for you in the event that you are unable to do so yourself. 
 

Financial Durable Power of Attorney    A Financial Durable Power of Attorney is a document 
that authorizes one or more persons to act on your behalf on financial, legal and administrative 
matters if you are incapacitated (physically or mentally unable to make these decisions for yourself. 
The Financial Durable Power of Attorney document typically does not govern medical or health care 
decisions.

Assigned representative(s) can manage the following:

15
Taxes Real Estate Bank Accounts Loans Bills
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Trusts    A Trust is a legal arrangement involving the transfer of property from the owner (the 
Trustmaker) to a trustee who holds legal title and manages the property for the benefit of one or more 
individuals. Trusts can be an important element of your estate plan. Establishing a trust can help you 
avoid probate, provide financial support to loved ones and maintain privacy if your state requires the 
filing of an inventory of assets in probating your will.

There are a variety of trusts. Some trusts become effective during your life while others rely upon your 
death. Revocable Living Trusts (RLTs) are effective during your lifetime and may be revised, or even 
revoked entirely, prior to your death. If still in place when you die, the RLT becomes irrevocable. 
During your lifetime you can also create a more permanent, irrevocable trust to meet specific needs 
and objectives. Some of those objectives could be  tax savings, asset protection or professional asset 
management. With an Irrevocable Trust, assets you transfer into the trust are no longer owned by you. 
With this technique, when it is used, the trust is actually the owner and the succession heirs are only the 
'beneficiaries"

Another type of trust is created by the provisions of your Will and cannot become effective until after 
your death and upon approval of the trust by the local probate court. These are called Testamentary 
Trusts because they come into existence through your Last Will and Testament. Once created, they are 
irrevocable and operate in accordance with the provisions found in the Will. Once created, with 
probate court approval, the trust is thereafter operated without probate supervision.

The benefits of trusts vary according to the type of trust chosen, but most trusts give 
you the following benefits:

 Professional management and investment of your trust property
 Specific conditions on how and when your assets will be distributed to your heirs based on   
 your instructions
 Provisions that can help minimize gift and estate taxes
 Allow your assets to be distributed to your beneficiaries without dealing with the delay,   
 expense and publicity of probate
 Provide protection for your property against any claims from creditors

Estate planning canʼt always be completed in a short period of time, so make sure you take the time 
for basic estate planning. Donʼt make the mistake of leaving things to chance. Some of the basic 
documents can be assembled and signed in a few weeks or even faster. You can encourage the 
farmer/rancher to begin the process of developing the estate plan with his own attorney who can draw 
up the key documents.
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We have a number of strategies to help our clients achieve their goals with their family farm or 
ranch. Whether the plan is to reduce income taxes or other taxes, effectively pass the farm/ranch 
to the next generation or focus on a solid retirement plan, working with someone to make a plan 
can help you reach your goals. Together with your team, we can help you choose the strategies 
that work for your farm/ranch and family. In many cases, several strategies may come together to 
help create a well-rounded plan.

Planning Ideas for Farmers and Ranchers
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For some situations, a family farm can be transferred to the children with simple, direct gifts of title to 
the land and improvements. If youʼre concerned that the current rules may change for the worse in the 
future, lifetime exemption gifts can be advantageous for those who may want to act now to enjoy the 
benefits of current tax rules.

Strategy 1 Direct Gifts to Children

Strategy 2 Basic Family Protection
What would happen if the main breadwinner in the family dies?

Are the survivors going to be financially secure and keep the farm/ranch as a family-owned business? 
In a non-farm business context, this is called “key person” coverage. This is where we consider how life 
insurance on the key personʼs life provides an adequate amount of death benefit to cushion the 
business (i.e. the farm or ranch) from the financial shock of losing its primary farm/ranch manager.

Strategy 3 Estate Equalization
Estate equalization refers to an estate plan designed to treat all the children fairly and equitably. Like 
most parents, farmers/ranchers do not wish to leave out children who may be pursuing career or 
personal aspirations that do not include working on the farm. Keep in mind, fair may not necessarily 
mean equal when it comes to estate equalization. Itʼs important to understand family dynamics when 
tackling this issue. How can we split up the farmerʼs assets when they are concentrated in the farm 
operation? Passing a fair share of the farm/ranch to an inactive child is not a practical option since the 
working children will be the ones who earn the farm/ranch income. Life insurance for the farmerʼs life 
can provide a death benefit that pays out equivalent amounts to the inactive children, leaving the farm 
or ranch owned only by and active child or children.
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We sometimes help our clients by developing an appropriate buy-sell agreement within the family to 
help structure and fund a purchase of the farm or ranch by the younger generation. With this strategy, 
a farm/ranch owner can enable his/her children to receive the cash funds needed to complete the sale 
of the farm/ranch to the children (or, if necessary, to a third-party buyer). The triggering event is typi-
cally the death of the farm/ranch owner, but it can also be a retirement or disability. The purpose of 
this strategy is twofold: to keep the farm/ranch in the family and to provide the surviving spouse/part-
ner (or retiring farmer/rancher) with a source of income after ownership passes to the next generation.

This strategy focuses on how to title the farm/ranch, its improvements, equipment and the farm/ranch 
operations as a going business. This is not centered on an insurance need but is an area that should be 
addressed as part of any comprehensive tax and estate planning for the farmer. Farmers/Ranchers 
should consider various ways the land, improvements and business operations can be legally titled. 
Titling can greatly impact the likelihood and cost of achieving important planning goals. This leads to a 
discussion of Limited Liability Companies (LLCʼs) and other structuring and ownership strategies.

This strategy is a great way for farmers/ranchers to build up their retirement nest egg in an era of 
rising income taxes. This strategy basically exploits a powerful tax advantage of cash value life 
insurance under current tax laws (the tax deferral of the potential gains in policy cash values which is 
a feature of certain types of permanent life insurance offered by insurance carriers).

In addition, the strategy potentially develops a reserve for future cash flows using permanent life 
insurance as the source. When times get tough, access to policy cash values will provide an additional 
layer of financial security by providing the policy owner with cash when needed.

Strategy 4 Farm or Ranch Continuation with Buy-Sell Agreements

Strategy 5 Smart Ways to Title Farm/Ranch Property

Strategy 6 Tax Deferred Accumulation
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Life insurance can potentially help a farmer or rancher obtain business financing and working capital 
loans as collateral for third-party loans. As a condition for making a loan, banks may require life 
insurance on the borrowerʼs life as security (collaterally assigning the policy to the bank).

Farmers and ranchers often make regular charitable contributions to churches and other organizations. 
Not all charitable strategies are appropriate for an average farm or ranch. This strategy may point to 
the use of trusts. For a prosperous farmer or rancher, a charitable gift can be made with some portion 
of the farm/ranch without disinheriting the heirs and without interruption of the farm/ranch operation. 
Any property will work. For example, perhaps a subdivided tract of land or the recording of a 
negative conservation easement where the landowner surrenders his/her rights to develop the 
property for anything other than agricultural purposes permanently. The technique generally begins 
with creating a charitable trust. Another popular technique is to help farmers and ranchers set up a 
conservation or easement trust, which would allow all or some of their property to continue to be used 
by an organization for wildlife or farming purposes.

Strategy 7 Security for Loans (Creditworthiness)

For some of your farm or ranch clients, we find that advanced estate planning arrangements need to 
be made, possibly in addition to some of the other strategies discussed here. The following techniques 
can work to reduce death taxes for farm and ranch families:
 Dynasty Trust
 A-B Trust Planning
 SLATs (Spousal Lifetime Access Trusts)
 DAPTʼs (Domestic Asset Protection Trusts)
 IRATʼs (Irrevocable Retirement Accumulation Trusts)
 BERT The Wonder Trust (Build Up Equity Retirement Trust)

Strategy 8 Reduce Death Taxes

Strategy 9 Charitable techniques
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Avoid guardianship and probate court 
Second marriage protection
Divorce lawsuits and immaturity protection for children
Donʼt disqualify USDA subsidy payments and the government benefits
Keeping ownership “in the family”
“Equalizing” the estate among children/heirs
Maintaining income stream for financial/retirement security
Reducing income taxes
Reducing/avoiding federal estate/gift taxes
Developing management and operational skills in the successor
Rewarding “sweat equity” invested by a child in the farm business already 
Continuing right to work on the farm or ranch
Maintaining the farm or ranch use as agricultural in nature

Universal “Wish List” for the Farm/Ranch
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1. Seminars and workshops. We offer an ongoing series of these free events to educate people about 
how all of this works.

How it Works

2. Pathfinder Meeting. We meet with you one-on-one for a complimentary one hour meeting to 
answer any and all of your personal questions about the law, our process, our fees and our 
expectations. As Mom always said “Itʼs a two way street so look both ways.” Are we the right firm, 
are you the right client and is this the right time?

3. Discussion Draft. This is a two to three hour “closed door” private counseling meeting for you, your 
team and sometimes your entire family to lead you through the first steps of the Plan Protect and 
Preserve Process and begin to narrow down and clarify your goals and choices.

4. Working Draft Meeting. This is a two hour meeting to revisit your design template, review your 
actual documents and sign them.

5. Final Draft. We work together with you, your financial advisor and your CPA as a “team” to make 
sure your plan is properly implemented.
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