What is an

Ag Legacy?

John P. Hewlett,
University of Wyoming
Ranch/Farm Extension Specialist

Speaker Notes:
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What is a Legacy?

« An alegacy is the summation of a lifetime of achievement, including
the context in which that lifetime will be remembered. It includes:

— Your reputation
— Things you have done
— Your impact on the world

Speaker Notes:

In historical terms, a legacy is something that is handed down from one period of time to
another. An individual’s legacy is a summation of a lifetime of achievement and the
context in which that lifetime will be remembered. A legacy is not just money but your
reputation, what you have done, and the impacts you have made in the world.
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Why Worry About Legacy?

« Alegacy is something that is handed
down from one period of time to
another

« Anindividual's legacyis a
summation of a lifetime of
achievement and the context in
which that lifetime will be
remembered

» Alegacy is not just money but your
reputation, what you have done, and
the impacts you have made in the
world

Speaker Notes:

The Allianz Life Insurance Company of North America, in conjunction with Dr. Ken
Dychtwald, president of AgeWave, conducted a study on people’s beliefs and attitudes
about legacy. There are significant gaps in what baby boomers and their parents expect
from and define as inheritance. Non-financial items that parents leave behind — like ethics,
morals, faith and religious beliefs — are 10 times more important to both boomers and their
parents than the financial aspects of inheritance. Legacy gaps exist because boomers and
their parents are not having the in-depth conversations about legacy and inheritance in
productive and meaningful ways — even though they say they are having such
conversations.
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AG LEGACY
Components

Speaker Notes:

The Allianz Life® survey found that both parents and adult children were uncomfortable
discussing the topic of leaving an “inheritance,” but both enthusiastically embraced the
idea of leaving a “legacy” because it captures all facets of an individual’s life — including
family traditions, history, sharing stories, values and wishes. For most people in the study,

inheritance and estate planning are scary, dry terms. A complete legacy, according to the
Allianz Life® study, is built on four pillars:

Values and Life Lessons

Personal Possessions of Emotional Value
Instructions and Wishes to be Fulfilled
Financial Assets/Real Estate

Bwn =

In the survey, both generations uniformly agreed that the most important elements of a
legacy are “values and life lessons”.
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Values and Life Lessons

+ Values and Life Lessons Val
is the first pillar of a legac alues
P gacy & Life

Lessons

Personal
Possessions
of Emotional

Value

Instructions
and Wishes
to be
Fulfilled

Speaker Notes:

A complete legacy, according to the Allianz Life ® study, is built on four pillars: Values and
Life Lessons, Personal Possessions of Emotional Value, Instructions and Wishes to be
Fulfilled, and Financial Assets/Real Estate.

In the survey, both generations uniformly agreed that the most important element of the
legacy is “Values and Life Lessons”.
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Three Components of Values and Life Lessons

Speaker Notes:

Sharing your values and life lessons includes such things as personal and family traditions
and stories, a sense of ethics and morality, faith and religious beliefs, hopes and blessings
for future generations, and life experiences. The three main components of Values and
Life Lessons are: Family Traditions, Family History, and Belief systems. Let’s discuss
each of these.

More than just routines, family traditions are practices and beliefs that create positive
feelings and are repeated at regular intervals. Often times these traditions are handed
down from generation to generation. Some could be based on religious beliefs, while
others on culture. Each family creates their own traditions and cultivates connections
between each member of the family and generations to come.

Family history offers a great value to its members and wonderful stories of the families. It
is important to get your plan in order of what you want to include to create a family history
project.

Your belief system is very important as it defines the limits of your experience and is the
set of precepts by which you live. Beliefs often influence your thoughts, words, and
actions.
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Personal Possession of Emotional Value

« The second pillar of a legacy is
Personal Possessions of
Emotional Value : Personal

Possessions
of Emotional
Value

Speaker Notes:

The second pillar of the Allianz Life ® study is Personal Possessions of Emotional Value.
This section addresses the process of passing on personal possessions to younger
generations.
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Transferring Non-titled Property

« Non-titled personal property
transfers may offer these
challenges:

— Itis often the sentimental value
attached to the property, not dollar
value

— Belongings have different
meanings for each individual

— Itis hard to be fair to all parties

— Talking about possessions can be
more personal then talking about
financial assets

Speaker Notes:

While most people are aware of the importance of planning for the transfer of titled
property, most families do not plan for the transfer of non-titled property.

Transferring non-titled property can often create conflict among family members. These
items may have sentimental value based on the memories and feelings they evoke.
Measuring sentimental or emotional values is difficult and complicated the transfer
process.

Many of the same legal tools can be used to distribute both types of property.

Transferring ownership of non-titled property can pose more challenges that titled property
transfers. Some reasons why this is so are listed on the screen.
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Instructions and Final Wishes

+ The third pillar of a legacy is
Instructions and Wishes to
be Fulfilled

{ PPor!or‘aI
— Step 1: Define a “good” death P 'Q" SiEmonicesl
— Step 2: Identify and document [ /

pre-death wishes
— Step 3: Document after-death

instructions .
Management Instructions
— Step 4: Document secured Succession and Wishes

places and passwords rinancial \ tO be Fulfilled

Assets &
Real
Estate

Speaker Notes:

This module pertains to the final instructions and your wishes to be fulfilled. The first step
is to decide what constitutes a “good” death to you.

The second step is to identify and document your wishes for the end of your life: where to
live, where to die, what medical care you want to receive, and who should care for your
dependents.

The third step is to document your final wishes — those things pertaining to your burial and
memorial.

In today's world, Step 4, which is to provide a list of secured places and passwords, is
also important.
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Consider the End

Which of these scenarios come to your mind when you consider the end
of your life? Why?

Spiritual Hospice Hospital Riding Off
Ritual Into the
Sunset

Speaker Notes:

Death is a natural part of life - but for most of us, talking about it isn't. Most people are
uncomfortable talking, or even thinking, about what will happen when they or a loved one dies.
Avoiding the topic doesn't stop death from happening.

Spiritual Ritual: ~ When | go, | want to be right with God. | want my spiritual advisor by my side
to help guide me through my last days and to administer the last rites of my faith in preparation for
death. | want to have a funeral service and a Christian burial. Then, my family can take comfort
knowing that | am in a better place, with the Lord.

Hospice: When she realized that she would probably not return home again from the hospital,
all my mother said was “l want to go home. | want to be at home.” So, we brought her home, and |
am so glad we did. She got to live out her last days in the comfort of her own home, surrounded
by the people who loved her most. We told stories and shared memories. We didn’t have to worry
about visiting hours. She ate what she wanted, slept when she wanted and wore what she
wanted. When she slipped away, we were all there to hold her hand and comfort one another.

Hospital: When Dad was diagnosed, we immediately knew we wanted him at victory
Community Hospital. He received the best medical care available around the clock. The doctors
and nurses attended to his every need and he did not suffer much pain due to the modern pain
management medications and techniques available. Advance medical treatment gave him a few
extra weeks during which he was able to say his goodbyes and get his affairs in order.

Riding Off into the Sunset:  When | realized that the end was near | spent two months getting
ready. | got all my legal work done and | spent some one-on-one time with each of the important
people in my life. | told them all the things | wanted them to know and gave them the things |
wanted them to have. | said my goodbyes and brought each relationship to closure. Then, |
packed my remaining things, hopped in the car and drove to Kansas City. | leased an efficiency
apartment and settled in to live out whatever time | have left. | didn’t want my loved ones to have
to watch me slowly waste away. | wanted them to remember me alive and vibrant, like | am now.

10
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People Who Can Help

« |tis valuable and important to talk
with other people about your end-
of-life decisions

« You may find it useful to reflect
with:
— Your family and friends
— A spiritual advisor:
» Priest
+ Pastor
* Rabbi
+ Shaman
— Health care providers

Speaker Notes:

It is also important to share your thoughts about how people should communicate with
you. Should people address you formally (Mr. Jones, Ms. Garcia) or informally (Sue,
Bobby, Juan)? May they use terms of endearment (honey, missy, abuela)? Do you want
them to be forthright in telling your various information (you have no more than 2 months
to live)? Or should they be less forthright or direct?

Not talking doesn’t ease the pain associated with loss. Many people avoid talking about
end-of-life because of their fears: suffering, pain, separation from loved ones and the
unknown. These fears keep them from dealing with life’s final lesson and make it harder to
plan their lives as they wish. Not talking can make it harder for those left behind.

11
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Are you ready?

Personal Readiness Personal Legal Readiness
Funeral, Memorial Service, Other Business Arrangements

« After each statementis read, rate the importance level based on
your own feelings

+ One means you strongly disagree with the statement
+ Five means you strongly agree with the statement

Speaker Notes:

Answer the questions in this activity to assess how prepared you are for the end of your life.
Personal Readiness

1. I have no fears about dying 2. | have achieved my lifetime goals 3. | am at peace with myself 4.
| am at peace with others 5. | have received counsel from my spiritual advisor

Personal Legal Readiness

1. My legal documents are in order 2. My funeral/memorial service arrangements have been
finalized 3. | have completed the necessary documents for donation of my organs 4. A trusted
person knows the location of my legal documents 5. | have a written plan for transferring my real
property and am following that plan

Funeral, Memorial Service, Other

1.1 have made all my funeral or memorial service arrangements 2. | have made arrangements for
interment, scattering of ashes, or other preparations for a final resting place 3. | have created a list
of instructions for loved ones to carry out after my death 4. | have drafted a plan for my memorial
service, including details about décor, program, music, reception, etc. 5. | am satisfied with the
advice my spiritual advisor has provided me to prepare for my last days

Business Arrangements

1.1 have made arrangements for the care of my animals after | die 2. | have completed documents
identifying my financial assets and liabilities 3. | have made arrangements for my business to
continue or be sold following my death 4. A trusted person knows the location of my legal
documents, secure places and passwords 5. | am following a formal retirement or estate plan

12
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Financial Assets and Real Estate

« The fourth pillar of a legacy covers
Financial Assets & Real Estate

- Estate planning
— Financial planning
— Titled proper transfer

Financial
Assets &
Real
Estate

Speaker Notes:

The fourth component of a legacy is Financial Assets and Real Estate. It covers the topics
of estate planning, financial planning and titled property transfer.

An estate plan is a plan for the disposition of your property upon your death. Your estate
plan can help you enjoy financial security during retirement and provide for your heirs. If
you have a business, your estate plan should include provisions for the continuation or
systematic sale of the business.

Estate plans impact personal finances, and they have legal and tax ramifications. It is
important to seek appropriate counsel from your attorney, tax preparer, and other
professionals knowledgeable about estate planning.

You will want to designate someone to handle your financial affairs, including paying
monthly bills, when you are unable to do so. You will need to allow that person access to
your bank and other accounts. This is commonly accomplished via powers of attorney and
ownership of joint accounts.

There are some unique issues to consider when transferring ownership of real property.
Before you transfer ownership, you should consider your ultimate goals for the property.

You should also consider the process. How will you determine a fair and equal distribution
of the property? Who should be involved in the decision making?

13
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What is Estate Planning?

« An estate plan provides for:
— Financial security in retirement
— Transfer of assets to heirs

— Continuation of your business after
your death

Speaker Notes:

An estate plan is a plan for the disposition of your property upon your death. Your estate
plan can help you enjoy financial security during retirement and provide for your heirs. If
you have a business, your estate plan should include provisions for the continuation or
systematic sale of the business.

Estate plans impact personal finances, and they have legal and tax ramifications. It is
important to seek appropriate counsel from your attorney, tax preparer, and other
professionals knowledgeable about estate planning.

A well thought-out estate plan can provide for fair consideration of your heirs.

14
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Financial Accounts

« Inorder to properly manage
financial affairs, your agent will need
to have a list of all your assets and
liabilities- what you own and what
you owe others.

* The agent will also need
authorization to act on your behalf.

Speaker Notes:

You will want to designate someone to handle your financial affairs, including paying
monthly bills, when you are unable to do so. You will need to allow that person access to
your bank and other accounts. This is commonly accomplished via powers of attorney and
ownership of joint accounts.
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Types of Property

« Titled property — has a Iegal
document specifying ownership and
typically has greater monetary value

— Real estate

— Motor vehicles

— Stocks and bonds

— Personal property:
« tangible and

- intangible

Speaker Notes:

Real property are assets including land, buildings, and other permanent improvements
which are fixed to the land.

Personal assets can be defined as either titled property or non-titled property. Most people
have plans and are familiar with the legal tools for distributing titled property when the
owner dies. In many cases, however, individuals fail to plan ahead to include non-titled
property as part of this decision-making process.

16
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Management Succession

« The fifth pillar of a legacy includes
Management Succession

- Background

— lssues

— Process for planning
— Written plan

Management
Succession

Speaker Notes:

The fifth component of a legacy is Management Succession. This segment covers
background on the succession of management responsibilities in agriculture, issues

involved, a suggested process for planning succession, and an outline for developing a
written plan.

17
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Ownership vs. Management Succession

OWNERSHIP \\l MANAGEMENT

Speaker Notes:

There are two distinct transfers to consider during succession planning. One is the ownership of
the business and the other is the management of the business.

Review the chart on screen to understand the differences between these two responsibilities.

18
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Succession Planning

Succession planning — the first stage of a smooth and efficient
transition of ownership, leadership, and management of a
business to the next generation.

* Only 1/3 of all family businesses successfully transition to the
next generation.

« 70% do not survive into the 2nd generation.
+ 90% do not survive into the 3rd generation.

Speaker Notes:

Succession planning is the first stage of an efficient transition of ownership, leadership, and
management of a business to the next generation.

Almost all business owners want their business to transfer to the next generation. Unfortunately,
only about a third of all family businesses successfully make that transition. Nearly 70 percent will
not survive into the 2nd generation, and 90 percent will not make it to the 3rd generation.

19
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Why Don’t Businesses Plan for Succession?
Reasons why business owners avoid success planning:

Control Fear Inability
To Choose

Speaker Notes:

Logic would indicate that developing a succession plan should be an obvious requirement of
management and business ownership. However, complex forces are at work and despite
recognizing the importance of a plan, most farm owners and managers decide to do nothing
about succession.

Instructor: Click through the next two pages for a description for Fear and Inability to Choose

Control: Few business owners find it easy to come to terms with the idea that the business could
operate and survive without them. Thus, they are reluctant to give up control. Facing the realty
that others may be able to run “their” business as well or better than they can is painful and
threatening. The business defines them and surrendering power can be a huge sacrifice.

Fear: Fear of retirement can also be a powerful force. The thought of leaving their day-to-
day involvement in the business and adapting to a whole new life style can be scary.
Succession planning forces business owners to think about the end of their lives and
come to terms with their own mortality. These thoughts can evoke feelings of fear or
regret.

Inability to Choose: The inability to choose among children often discourages
succession planning. The dilemma is between business values and family values. Should
the selection be based on business competence versus the family values of loving and
treating all family members equally?

20
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Succession Planning in Agriculture

Owning and operating a farm has some unique differences compared
to most other occupations. The primary differences that most hinder
succession planning in agricultural businesses include:

Owning an operating a farm has some unique differences
compared to most other occupations.

The primary points that most hinder succession planningin
agricultural businesses include: an emotional attachment to
the land, no plans to retire, the farming lifestyle, and no
retirement income.

N a

Speaker Notes:

Owning an operating a farm has some unique differences compared to most other occupations.
The primary differences that most hinder succession planning in agricultural business include:

Instructor: Click through this next 3 slides for each of the four reasons to display.

Emotional Attachment to the Land: Most farmers are emotionally attached to the land they own and
manage. In many cases, these lands have been a part of the family for more than one generation. Selling
or dividing the land is often not considered due to these emotional attachments.

No Plans to Retire: Many full-time farmers have a very difficult time "hanging-up their hats" when
the time comes to retire. They often never expect to fully retire from farming. The reasons are
many but often center around that 24/7 work ethic and personal drive that led them into farming in
the first place. Most farmers have developed a lifelong attachment to farming and many find it hard
to accept the slowdown that generally comes with retirement.

Farming Lifestyle: Farming is a lifestyle and most people in agriculture feel it offers something
non-farm life can’t match—the opportunity to live, work, and play together; live in the country;
teach children responsibility, a strong work ethic, and healthy goals and values.

No Retirement Income: No source of retirement income is another issue that often prevents
farmers from fully retiring. In many cases, farmers have invested in agricultural assets (land,
machinery, livestock, buildings, etc.) throughout their careers and have had few resources to
invest in retirement plans. In order to perpetuate the business, it is inadvisable to sell, or otherwise
liquidate, productive assets.

21
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Issues in Management Succession

« Interpersonal issues
— Perspectives
— Communication
- Managing conflict
« Businessissues
- Formalized management
— Business communication
» Production management issues
— Livestock
— Crops
— Labor

Speaker Notes:

There can be any number of issues that arise around succession of management
responsibilities:

Managing interpersonal issues is a critical aspect of succession planning in family
business. The good and not so good aspects of relationships within the family spill over
into the business decisions that need to be made.

Formalized management incorporates planning with the use of goals, financial analysis,
and other strategic management tools. Formalized management allows a family to
understand the existing operations, evaluate alternative enterprises, measure past
performance, and determine when milestones are reached on the way to fulfilling
business goals.

Production management issues cover a host of areas where differences may come up.
Whether management responsibilities have been delegated to particular individuals for
various crop or livestock enterprises, whether the person with the responsibility feeds the
cows correctly, whether they can plow a straight furrow, whether they are too easy on the
hired hands, or perhaps most importantly, if they have the option to fail and learn from
their own mistakes can be the difference between ultimate success or failure.

22
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A process for Succession Planning

SUCCESSION

PLANNING -

PROCESS

Speaker Notes:

A big challenge in succession planning is knowing where to start.

This seven-step process defines not only how to begin, but also important actions to take
throughout the entire transition.

Click each step in the diagram to learn more

23
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Management Succession Journey

« There are seven stagesto a
journey to Management Succession:
— Executive Summary,
— Business Overview,

— Strategic Plan, - ’
— Retirement Plan, ___'_...—"‘ :_‘a
— Succession Planning Process, ,,"' ' {
- -
— Financial Plan, and .~ P N
- Y v
— Contingency Plans. S - ';, /
— 1!

Speaker Notes:

Following the stages of a management succession journey can help to assemble a written
plan. The process of outlining each stage challenges the individuals involved to consider
the alternatives available, it can serve as the impetus for discussion with others, and help
to clarify what to expect going forward.

It is also critically important to keep in mind that management succession is a journey and
NOT a destination. Even with a perfect plan in place, adjustments will be needed as
individuals’ lives unfold with all the changes that those may imply.

For this reason the plan must also be revisited periodically to be sure the roadmap is still
accurate and relevant.

24
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The Legacy Journey

+ Clarifying plans and explaining
intentions can make otherwise
contentious decisions
understandable and avoid lasting
resentments

« |f the conversations between a
parents and children do not cover
all five components, the legacy
conversion is not complete

Speaker Notes:

Leaving a legacy that everyone buy into depends on elders and adult children being able
to bridge the communication gap.

Communication between generations is vital to ensure that the needs of elders and heirs
are aligned. Talking about a legacy can be an emotionally satisfying experience for both
parents and children. It gives elders and their heirs an opportunity to share their most
important dimensions of their lifetime.

Mentoring the next generation into ownership and proper management of the farm or
ranch is a lifetime goal for many in agriculture.

25
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Ir was a beautiful day as Bob stepped off the porch that
spring morning. He was looking forward to this year. He
was finally able to share some of the management
responsibilities for the operation with his two sons.

Gerting the paperwork together had taken a while, but
now that Joe and Tom are full partners, things are really
looking up.

Over the next few weeks Bob planned to have Joe help with
planting some of the crops, while Tom would be helping move
cattle to the next pasture, as well oversee branding for the first time.

Suddenly Bob clutched his hands to his chest and collapsedin the
field He was dead within minutes. No warning. No chance of
survival. His wife and five children were left in utter disbelief. How
was it possible that such a young man could be gone so quickly and
without warning?

And life continued to go on around them ...

Chores had to be done, crops planted, calves branded, bills paid and
family activities attended - afﬁn the midst of their grief. anger and
emotional struggles.

How will they go on without their husband, father, and main decision-maker? .. ..

Speaker Notes:
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AG LEGACY Vabes & Lie

Lessons

* Important
* Challenging
« Complicated

* Resources are
available to
help

Speaker Notes:

An AG LEGACY is an important if not critical chapter for success in most farm and ranch
families lives. Perhaps even THE reason they are involved in agriculture.

Yet many, if not most feel powerless to create the legacy they so desperately what to
leave behind.

Resource to help are available.

27
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Establishing an AG LEGACY

« Learning
— Courses
« Materials
-~ Electronic tools
— Workbooks
— Bulletins
« External links
* Modules:
— Newsletters
— Live webinars
— Online component

Speaker Notes:

AGLEGACY.org is designed to assist individuals and families begin the journey to creating
their legacy in agriculture.
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Questions?

AGLEGACY.ORG

l 'IE {SION
orticultur JE

Speaker Notes:

A legacy is something that is handed down from one period of time to another. An

individual’s legacy is a summation of a lifetime of achievement and the context in which
that lifetime will be remembered.

Each of us will leave behind a legacy, whether we want to or not.

Is yours ready?
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