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Besides cost,
factors to consider when selecting an attorney

Farm transition

Individual focus

competence
e Estate and * Tailoring tools to ¢ Personality
business you Referrals
knowledge e Explaining the e Location
* Knowledge of plan to you « Mode of working
agricultural
operations

Choosing an attorney:

PLARRIRD FOR Toff FUTURE OF YOURL FARM

COLLIGE OF FOOD, AICUL TURAL AN | RYIRCMS ¥ 1AL ACRLICH B
QHAD STATE URYLAMTY (XTI NUON SCAICULTURL & AFSOLICT LAW PROCALS

Choosing an attorney
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braets planrg av) aeaute s noararors Tk Care 10 v the Dent azamay for s gian

critical questions

| ot s ey e e s 1. Is the attorney you have now
a good fit for developing a
T T e e e S farm transition plan?
AT § APoR I

2. If you need to find an
attorney, which factors matter

B ol O 00 Tl B BRNTGY. KR v e profeS Rl adediors of ofer penpie sho mught be able

o roder U 10 0 EOMRW(E) WA has PRSIV S fOr T ATRDON DIANNNG Fes most to yOU?

e o e e 3. Who can provide referrals?

Lo s o _— 4. What attorneys might you
want to interview first?
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What will
your attorney
be thinking?

* |s there a federal estate tax issue?

* What’s the financial situation for the
operation?

* What assets are farm versus non-farm?

* What special needs must be addressed?

* What pieces are already in place?

* What needs to be changed?

9
What does your attorney need from you?
N cracs | =y Py Facts and data:
SR S B TR e * Balance sheet of personal and farm assets and debts.
Meeting with your attorney ; 5 : :
i g b riomaton 0rt3 e = yous sRoey s b * List of how assets and accounts are titled, including
"G Yo Fam & Facdy Atast i Drsie’ e youll diriicy hah Pey gt . 1 .
L e DG L L S beneficiary designations.
e A 0 hava T raletonabep fa you aad ther brinda s and addrety . ” 5 5 4 . -
e e e et R ¢ List of heirs, their relationships to you, and their birthdays
s W B ERON BB P il St STl eierey
and addresses.
Conuatad I8 OB L pou v SELDN IR S0 rour TR 40 10T by £04 BR4FD T o e - .
] + Business entities you own or have interest in,
* Existing estate planning documents such as wills, powers
of attorney, etc,
Lt duta# abend 7ous SAreng opRTEBON et 1 P o maka dec s shatia * List of advisors: accountant, insurance, financial planner
PO Nk OF ABTE Ol i Taly AROL O R Y e SRR sl SueTine
ots slong —The e e oot detals Tl adh halp your afiornay Qurde You Other attorney
Personal:
* Goals
* Details about the family and business
10
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Legal tools
and strategies

Powers of
Attorney

Advance
Directives

.
o .
> . --"-..

Transfers Will
| on Death L3

Business

Trusts Entities
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Which tools do you have? (poll question)

* Will
* Power of Attorney

* Health Care Power of Attorney

* Living Will
* Trust
+ Gifting plan

* LLC, partnership or corporation

* LLC Operating Agreement

* Buy-Sell Agreement with heirs

* Leases with heirs
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Tools for
transferring
decision making

13

Financial Power of Attorney (POA)

* Grants someone authority to make B s
financial decisions for you. L RE OFOR FARY

{3 olt 80 SYRNGPS b F3T ARLLON 400 H1TATE kg

* Scope of authority can be “general” me s e e e
* All things necessary to manage assets :-_:':::-f_'r:: e
«  Or authority can be “limited” to specific  imrorcrmmmr—re
purposes, assets, time period e
 Unless otherwise stated, a POA is Eﬁ:-:mmmmmm

“durable” and remains effective if the
principal is “incapacitated.”
* Impaired in ability or missing

j THE CHKO STATE UNIVERSITY COLLEGE of FOQD. AGRICULTURAL. dnd ENVIRGNMENTAL SCIENCES
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Health Care POA

* Grants someone authority to make your health
care decisions to the same extent you would if
you were able:

— Choose doctors and communicate with them.
— Choose treatments, surgeries, etc.

— Set up appoeintments.

— Review health care records.

— Determine long term health care needs.

— Refuse artificially supplied nutrition or hydration

+ Effective if you are “incapacitated”

— Unable to make informed decisions, as determined
by your doctor

PLANNING FOR THE

FUTURE OF YOUR FARM
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M e o : management, not life-sustaining treatment.
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e I e e T T = permanently unconscious state, as
determined by two doctors.

SISO e EEE  » Anatomical gifts/donor registry.

o o s oy e s s — Via Living Will, Health Care POA, or BMV
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— Name person who makes these decisions
and provide guidance on what you want.

_m THE OHIO STATE UNIVERSITY COLLEGE of FGOO, AGRICULTURAL, and ENVIRONMENTAL SCIENCES
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Tools for
transferring assets

17
Options for transferring assets at death
{---“""ron, POD, N
Assets ' survivorship,
. insurance,
\ “._x_ business entity
- Yy
Will/Probate
Court » Beneficiaries
18
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The Will

Wills have multiple purposes:

1. Distribute your property.
—  With special ruies, restrictions.

— To beneficiaries or to a trust.

Minimize the probate process.

Establish guardianships for minors and
incompetent adults.

Appoint an administrator for your estate.

ORi=

PLANNING FOR THE
FUTURE OF YOUR FARM
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WILLS AND WLL BASED FARM TRANSITION PLWRS
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Assets

NO-probate SDIOLESION |

Ll g W WY

Spouse 2
with will

|

Beneficiaries

A will-based plan

20
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fees attorneys can charge for
probate.

go through probate.

instead of percentage fee.

can save on these costs.

« County probate court sets maximum

» Charges only apply to assets that

» Estate attorneys are not required
to charge this rate, it's negotiable.

* Client can ask for an hourly fee

* Using tools that avoid probate

* And transfer assets more quickly.

Wills and the costs of probate court

Example of county rates:

For personal property including
proceeds of real estate sold
under power of sale:
6% on the first $3,000
4% between $3,001 and
$15,000
2% on the balance
For real property not sold:
2% on the first $10,000
1% on the balance
For all other property. 2%

21

Tools for
avoiding probate

22
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Joint survivorship deed

» Automatically transfers real property to
surviving co-owners upon death,
doesn’t go through probate.

* Deed must include language to the
effect of “for their joint lives, remainder
to the survivor of them?”

» Typically used with spouses but can be
used by any joint owners.

_m THE QHID STATE UNIVERSITY COLLEGE of FOOD, AGRICULTURAL, and ENVIRONMENTAL SCIENCES
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ALLIANCE TITLE L «108171496-1497
ATTN: DIANE CLONCH -
5000 TUTTLE CROSSING BLVD DL&. RIPTION APPROVED? )
DUBLIN, OH 43016 FOR TRANSFER )
Chris Bauserman | x&
Dakvrare Coung%h&g’k&
.VIVORSHIP DEED Order No. 11480072
KNOW ALL MEN BY THESE PRESENTS, that DOMINION HOMES INC., AN OHIO CORPORATION,
the Granior, for valuable consideration paid, grants with general warranly covenants to:
ROBERT E. MOORE AND KELLY B. MOORE, HUSBAND AND WIFE
for their joint lives, remainder to the survivor of them,
whose tax-mailing address is:
24
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Transfer on death designation affidavit

* Ohio law allows landowners to designate that real property will
transfer on death, without going through probate.

* Process:
1. Landowner completes an Affidavit that names beneficiary(s).
2. Files Affidavit with county recorder

3. After death, beneficiary finalizes the transfer
* Presents death certificate and beneficiary affidavit to county recorder

* Owner may revoke prior to death.

25
TRANSFER ON DEATH DESIGNATION AFFIDAVIT
[C.R.C Section 5302.22]
STATE OF OHIO )
) §s:
COUNTY OF DELAWARE )
1. That Affiant, a single man, is the owner of record of the following real property
located in Fayette County, Ohio:
2. That title of record to the above property is held by Affiant as follows;
X Sole Owner
__Tenani(s) in Commeon
__Tenant(s) in Survivorship
_Tenants by the Entireties
3. That Affiant hereby designates the whole undivided interest in the property held by
Afﬁam-for transfer on death to the person or persons named below, as transfer on death
beneficiary, to receive the title of Affiant upon his death as follows:
Name of Bepeficiary Undivided Jnterest of Affiant Type of Tenancy
26

Legal Issues, Strategies and Tools



OSU Farm Transition Workshop Winter 202

Transfer on death title designations

. May also use Transfer on Death Assets transferable by TOD in Ohio
designations for titled assets.

* Use BMV form and file with
county title office.

Real property
Motor vehicles

Boats
* Beneficiary brings original title Campers
and death certificate to apply Mobile homes

for new title.
BUT NOT equipment or livestock

*  Aren’ttitled assets

27

Payable on death accounts

_ » Accounts pass directly to the named beneficiary,
O W don’t have to transfer through probate.
M- — Must complete proper form with account holdet
o —— i — Beneficiary provides death certificate to account
holder

* Examples:
— Life insurance
— Checking and savings accounts
— Retirement accounts
— Investment accounts

28
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So, you have a will . ..

Do you also need a trust?

\_m THE OMIO STATE UNIVERSITY COLLEGE of FOOD, AGRICULTURAL, and ENVIRONMENTAL SCIENCES

30
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Do you need a will-based or trust-based plan?
Issue Will Plan o Trust Plan
Complexity of situation Sir;ple Complex
Concerns about heirs Little or none Some or significant
Remarriage/2nd marriage Little or none Some or significant
concerns
Transition of operation Little or none Some or significant
Estate taxes Little or no concern Need to maximize savings
Probate Don’t mind; probate judge is in  Want to avoid; trustee is in
charge charge
Privacy Not important Important
Legal fees Less at outset; maybe more More at outset; maybe less
later later
What is a trust?
* A “container” with rules.
* Assets go into the trust — during life, at death, or after death.
* Assets flow through the trust and eventually come out to the beneficiaries.
* While in trust, conditions and rules can be attached to the assets.
* A trustee oversees trust administration.
* You appoint who is the trustee.
— Can be you, until your death.
* You can change the trust if it's “revocable.”
* You can’t change an “irrevocable™ trust.
— An irrevocable trust requires giving up ownership of the assets in the trust.
ﬂ-. THE OHID STATE uuwj!nsnv COLLEGE ffroon. AGRICULTURAL, and ENVIRONMENTAL SCIENCES
1
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.y a = Death of Andy
Transition
Bill’s right to purchase is placed an

of assets the land

th rou g h a Bill buys the land and pays the

t t purchase price to the trust

rus Trust now holds the purchase
proceeds
i Purchase proceeds are distributed
to trust heirs
Heirs
_m THE GHIO STATE UNIVERSITY COLLEGE of FO0D. AGRICULTURAL. and ENVIRONMENTAL SCIENCES
33
Joint
Assets
. First spouse passes
A simple trust- pousep
based plan
Income and
Principal to €
Surviving Spouse
Second spouse passes
Heirs

34
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Trust “rules” that can accomplish
farm transition goals

Conditions of inheritance:
Certain age, blood heirs only, finish education,
treatment for addiction, divorce

How to deal with a second marriage of
surviving spouse or heirs.

Beneficiary must lease farmland to
farming heir or designated tenant.

Create a real estate trust or LLC to hold
land longer term.

Grant heir a Right of First Refusal to

Special rules for heirs with disabilities.
purchase land or home.

Grant farm successor option to
purchase land and machinery with
specific terms.

B oo

Contributions to church, non-profit,
alma mater etc.

THE QHID STATE UNIVERSITY COLLEGE of FOCD, AGRICULTURAL, and EWVIRONMENTAL SCIENCES

35
Example:
Using a trust
Family’s goals:
Protect farmland for farming child
Allow farming child to buy out other children
Preserve sibling relationships
36
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Lease of land
until death of

) second parent Farmin
Trust MCTICHEET ' Child';?
. Trust
solution l
Option to purchase
- land at discount at
death of second
/ parent
1/3 land sale
proci:e:s or 1/3 land sale | /3 land I
n proceeds or
/ land
Non-farming l | Farming ]
Child 1 | Child 3
Non-farming
Child 2
37
Example: Family’s goals:
Using a trust
A Keep farm assets in family after
second marriage
Provide income for second spouse
38
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Farm Spouse

Trust solution

Non-farm

Farm Partnership
Operating Assets

Farm Spouse

¥ Trust
Farm / Children are
1 trustees
Spouse’s

Children

Cash, personal assets

W

Spouse

Non-Fa rm
Spouse
Trus_t

Non-Farm
Spouse
Children

39

Considering a trust?
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Federal estate tax
Gifting

Part 2 Bgusiness entities and the LLC

topics Tools to use with LLCs
Transferring machinery and livestock
Reviewing the equitable vs. equal concern
l.ong-term health care strategies
Q&A

41

Seven common mistakes farmers
make when transition planning

Procrastination

Thinking joint property titles will do
Overlooking expenses at time of death
Assuming no federal estate taxes

Trying to be fair to all beneficiaries

Failing to consider disability as well as death
Avoiding communication

Nooswn S

Webster & Garino, Attorneys, Westfield, Indiana

42
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Federal estate taxes
_ Year | Individual Couple
* Net worth |§ u§§d for federal 2021 $11.7M $23.4 M
SIS Tl 2022 | $12.06M | $24.12M
+ $12.06 m.ill.ion per person.and 2023 2022 + inflation
$24.12 million per couple is 2024 2023 + inflation
exempt from federal estate tax. 2025 2024 + inflation
* Portability rule allows using a Back to
couple’s combined exemption on 2026 $5,000,000 per person
death of second spouse. adjusted for inflation

» Strategies can reduce value of the
estate to minimize estate tax risk.

B

THE OHIO STATE UNIVERSITY COLLEGE of FGOD, AGRICULTURAL, and ENVIRONMENTAL SCIENCES
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Gifting your assets

+ Gifting transfers an asset now, rather than
after your death.

* Gifting can:
* Reduce the size of your estate and your federal
tax risk.

* Provide equity to the younger generation now.

« Commonly gifted assets:
* Cash
* Land
* Farm machinery
+ Livestock
* Grain
* Financial accounts

B cc2ex
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Gift taxes

Gifts can be subject to federal (and some state) gift taxes.

* No gift tax in Ohio.
* The giver of the gift pays the tax.

But there are exceptions to the federal gift tax
» Annual exclusion: an individual may gift up to $16,000 per person per year
free of the federal gift tax.

+ Lifetime exemption: The amount of a gift in excess of the annual gift
amount counts toward the lifetime estate tax exemption of $12.06 million.
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Effect of gifting on tax basis

* An heir that inherits an asset receives a “step-up” in the tax basis to
the fair market value of the asset at the time it is inherited.

* The heir can re-depreciate the asset.
* The heir can sell the asset and not pay taxes if sold for no more than the

stepped-up tax basis.
* But an heir that is gifted an asset takes the giver’s “carry over” tax
basis in the asset and does not receive a “step-up” in basis.

— The heir cannot re-depreciate the asset.
— If the heir sells the asset, will pay tax on gain in the value of asset from giver’s

basis to sale price.

B e |
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When gifting can be a good strategy

* Transferring a depreciating asset

* If owners don’t need income from an asset that is losing value
over time, transferring now reduces ownership challenges
such as maintenance and liability.

* Gifting an appreciating asset
* Transferring an asset that will continue to appreciate in value
reduces the owner’s federal estate tax risk.

47

Business entities
as tools for farm
transition plans

48
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Boll question:

What type(s) of business entity
do you have in your operation?

*

Sole proprietor
Partnership

Limited Liability Company
Corporation

Cooperative

Other

Not sure
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Using business entities for farm transition

* Business entities differ in liability protections,
taxation, ownership transfer and management
flexibility

— Explained in our bulletin.

* The Limited Liability Company (LLC) is often
favored for farm transition planning because it
allows for considerable creativity to:

1. Protect land.

2. Discount asset values.

3. Designate farm management roles.
4. Negate the need for a trust.
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Using an LLC to protect the land

* Dividing the farmland among children can put land at risk of being
sold out of the family and inaccessible to the operation.

* Making your children co-owners of farmland puts the fand at risk of
“partition” by the children, their spouses, heirs, and creditors,

— Ohio’s partition law allows anyone with an ownership interest in land to fite
a legal action asking the court to sell the land and divide proceeds among
' ownership interests.
|« Butan LLC keeps the land together and extinguishes partition
rights because the LLC, not individuals, owns the land.
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Using an LLC to protect the land

You own
600 acres

0 ti on A You could give each child 200 acres
p The ones who do not wish to farm
may sell of rent the land Bul this can
hurt the ability of the child
L alll who wants to farm {o continue farming
the land depending upon finances
I 1 0
1
|
Child1 | Child2
200 acres | | 200 acres

. Child3
| 200 acres

i
You have 3 children. One wants to |

continue farming, the other two do not J | l L
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You own
600 acres |

Using an LLC to protect the land

You could make your children joint

opt'on B owners of the entire land, but each child

would have partiion nghts and could
force a division of the farm. There would
also be na rules on howthe land is

managed or rented.
Child 1 Child 2 Child 3
13 interest 173 interest | 1/3 interest
You have 3 children. One wanls to
continue farming. the cther two do nol
53
. Option C
USIng an LLC to By placing your land in a busin#ss enlity,
you can keep the land togethes and
protect the land croate ulss on how fha and s o b
managed, rastric its sale of bansfer,
and establish which children get income
[ from the land and how much
You own
500 acras Business Entity
Rules you establish on
how the entity Is owned —»
and operated
Your 600 acres
You have 3 children One wants to
continue farming, the other two do not
54

Legal Issues, Strategies and Tools



OSU Farm Transition Workshop Winter 202

Using an LLC to discount values

* Placing assets in an LLC can be an easy way to reduce value of
estate and federal estate tax risk.

* The vaiue of ownership in a closely held company can be
discounted to less than the value of the assets in the company
due to minority ownership, shared management, and transfer
restrictions.

* Discounts can be as high as 30 to 40%.

55

Using an LLC to discount values: example

Mom and Dad own a farm and their net worth exceeds the federal estate tax exemption by $1
million, so their heirs will owe $400,000 in estate taxes upon their death.

Mom and Dad own 500 acres of land valued at $5 million. They put the land in an LLC, and
each holds 50% ownership in the LLC. They also set up the LLC so that a decision requires a
majority vote and ownership interests can only be transferred to direct family members. Neither
Mom nor Dad have majority ownership or control, and each is limited as to whom they can
transfer their ownership — all important factors to obtaining a discount.

Let's assume a 35% discount applies to Mom and Dad's LLC ownership interest because the
discounting factors exist. Now, instead of owning land valued at $5 million, they co-own an LLC
worth $3.25 million. Mom and Dad have reduced their net worth by $1.75 million by placing
their land in the LLC. They have given up little to receive a significant reduction in their net
worth.
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Using an LLC to designate management

» An LLC can designate who will have management and decision-
making authority

Mom and Dad intend for their three children to jointly inherit their farmland.

Two children live out-of-state and have never been involved with the land while
the third child lives locally and has been involved with the farm.

Mom and Dad’s transition plan transfers the land to an LLC, makes the children
owners of the LLC, and designates the local child to be the manager of the LLC.
The management provisions help ensure that the land will be managed properly
and that the out-of-state children’s unfamiliarity with the land will not cause
disruptions or poor decision making.

ﬂ THE OHIO STATE UNIVERSITY COLLEGE of FOOD, AGRICULIURAL, and ENVIRONMEHTAL SCIENCES

58

Using an LLC instead of a trust

¢ An LLC can avoid probate and contain rules much like a trust can
do but can save time and legal fees.

Mom and Dad want their children land to inherit their farmland.

They don’t want the land sold outside of the family and want one specific child
to manage the land.

Instead of a trust, Mom and Dad establish an LLC with their required terms and
conditions and make ownership of the LLC “transfer on death” to their children,
The children inherit the LLC without going through probate and are subject to
the transfer and management terms of the LLC.

Mom and Dad accomplished their transition plan without the use of a trust.
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Using a Buy-Sell Agreement in an LLC

* Sets rules for buying business ownership in event of an
owner’s death, disability, divorce, or disassociation, whether
voluntary or involuntary.

* Owners negotiate the terms of the transfer prior to the event.

* Knowing terms beforehand creates stability for the operation
and allows successors to prepare for the sale.

* Life insurance and other accounts can play a role in funding
the sale.
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Using leases in an LLC

* Pre-established long-term leases can ensure stability for
farming heir

* Terms can be pre-negotiated.

* Leases can continue or arise after death, enable transition
to next generation.

* Can provide income for older generation, non-farming
heirs.

» Can also address machinery and livestock.
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Family’s goals:
Example:
Using an LLC

Bring next generation into
the operation

Balance assets between
on/off farm heirs

61

LLC solution

Operating Entity Leases Land
LLC — LLC

Farming heir(s) Off-farm
heirs

62
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Example:
Using an LLC

Family’s goals:

Bring next generation into the
operation

Balance assets between on and
off farm heirs

Provide income to older
generations

63

Multiple LLC solution
— ~
| Operating Entity LLC
Farming heirs |« | S500,000 Grain Off-farm heirs
inherit \ = e inherit
I ,, leases i
Machinery/ ' lt . tanallilc |
Trucking LLC ncome to older
SSOO (g)OO generation Sl’OOO’OOO
4 during lifetime
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machinery and livestock

transfer

the machinery/livestock?
— Do you need income from it?

B =2

' Challenges with transfer;ing

— Do you want to get it out of your name?
— Do you want to control it until after death?

Often the most challenging assets to

Important question: what is your goal for
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Receive stepped up basis--can depreciate
fair market value.

Transfer options for machinery or livestock

All recapture of depreciation is

Sell outright Generates income at one time. - "
ordinary income tax.
Installment sale Spread income over several years. All recapture tax due in year of sale,
Gifting No tax. : No income producgd.
Easy to make gift. No stepped-up basis.
Inheritance No tax (assuming no estate tax).

Must own till death.
No income from sale.

Lease-to-own Generates income over time. Retains liability with ownership.
Retains ownership until bought out. More recordkeeping required.
Spreads income taxes over term of lease,
usualtly 7—10 years,
Delays taxes on purchase until end.
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Addressing the equitable vs. equal concern
Questions to help you consider what is “equitable” or fair:

Do any heirs want to continue the farm?

How many heirs want to be involved in the farm?

Who has “sweat equity” in the farm?

Will the estate have a balance of farm and non-farm assets?
Do some heirs need more inheritance than others?

Have | helped some heirs more than others during my lifetime?
How do | define fairness, in my situation?

What are my goals for the farm?
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Strategies for creating an equitable plan

Gift assets during lifetime.
Calculate sweat equity and lost income of on-farm heirs.

Assign farm assets to on-farm heirs and non-farm assets to off-farm
heirs.

Include an option to purchase or a right of first refusal for farm assets.
— Address buy-out terms such as price, repayment options.

Use life insurance to fund buy-out or balance asset distribution.
Use an LLC to distribute ownership interests differently.
Use LLC or lease to create income for off-farm heirs.
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Child 1
Helps on the farm
occasionally

Option o purchase
one of the farmv's
parcels at 3/4 fair
market valua.

It Child 1 exescises
the option, the
praceeds goto the
trust's residuary.

}

$—>

Proceeds of sale are
added to the trust's
residuary

Chikg 2
Lives In angther
slate, 1akes you on

tunting tips

Racaives your gun
collection

Child 3
Lives in ancther

county, never visits

TRUST RESIDUARY

Contains

- ATl land not pwichased
- Ptoceeds of land purchased
- All non-farm assets
- Famll residence

To be divided by the Trustee inthe
fcliowing shares

Child 1 40 percenl
Child 2: 30 percent
Child 3. 10 patcent
Child 4 10 percent

Chiki 4
Woiks on the farm

full time

¥ ¥

Option lo purchasa all Receives all farm
tarmiand net purchased machinery
by Child 1 at 172 fair
market value.
it Chitd 3 exercises the
option, the proceeds go
10 the trust's regiduasy.

l Life Insurance Policy |

payable to Child 4 1o

$ help offset purchase |
cost of tarmland

— |

Proceeds of sale are
added to the trusts
residuary

Is this plan legal? Yes
Is this plan fair? That is up to you

Itis your property. and you €an
distribule it as you wish
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Strategies for
long-term health care

72

Legal Issues, Strategies and Tools



QSU Farm Transition Workshop Winter 202

Nursing home costs

Average annual nursing home costs in Ohio are $85,416 for a semi-
private room and $94,896 for a private room.

» Ohio ranks 30" highest in nation.

Average national costs are expected to continue rising:

Semi-Private Room $82,128 $89,297 $120,008

Private Room 552,376 5100,375 $134,896

Source: seniorliving org

How will you pay for these costs?

73

Long-term care costs

A long-term care facility requires a contract upon entering.
The contract will require the person to pay all bills.

Facility can file breach of contract lawsuit for unpaid bills.
And can place a lien on and foreclose against assets.

This puts farm assets at risk.

|
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Long-term care costs and Medicaid

Most farmers don’t qualify for Medicaid.
* For married couple, countable assets cannot exceed $115,000.

— Exempt assets — home {if return within 13 mo. or spouse resides in home),
personal belongings, 1 car burial plot.

— Exempt assets are subject to estate recovery action by Medicaid.

* Cannot apply for Medicaid until assets have been spent down
below the $115,000 threshold.

Medicare is different than Medicaid.
* Maedicare may cover first 100 days of nursing home.
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Long-term care costs and Medicaid

The Medicaid “look back” period:

* Medicaid looks back for gifts made in the 5 years prior to applying for
Medicaid.

—Includes transfers to irrevocable trusts.

* For a gift made in the last 5 years, an ineligibility penalty of
$6,300/month is assessed.

— A $100,000 gift in the 5 years prior to Medicaid application would cause
16 months of ineligibility for Medicaid.

— A $100,000 gift & years prior to application would cause no ineligibility
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Long-term care strategies

1. Do nothing and hope.
2. Self insure with cash available to pay costs.
3. ldentify asset(s) to be sold if needed.

4. Gift assets away,
* Give up control, lose income and wait 5 years.
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Long-term care strategies

5. Put assetsin LLC.

* Nursing home can receive income but can’t force sale of assets.
6. Put assets in irrevocable trust.

*  Give up control and wait 5 years.
7. Purchase long-term care insurance.

* Not always insurable and premiums can be high.

* Purchase a 5-year policy to cover 5 -year look back period?

8. Use long term leases for land.
* Lastresort to keep land in family but an unproven strategy.
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Final polling question
How are you feeling about
planning for the future of your farm?

+ Still very unsure of what to do.

+ Alittle uncertain of the next step to take.

* | need more information.

+ More informed than | was before this workshop.
* Ready to take steps to create a good plan.

+ Confident about the plan that | already have.

* Secure that planning will protect our family and farm in the future.
* None of the above.
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