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Preserving the Farm for the Next Generation

As dawn breaks over the farm, you think of the chores that await you: tending the cattle; repairing the
equipment; buying feed and supplies. The life of a farmer is not easy, but it has its rewards: a life close to
family and nature. But, as you age and nature takes its course, how will you protect your family and pre-
serve the farm?

Let’s look at a typical farm family: Mike and Betty and their two kids, John and Susan, live on the farm and
have an operation that usually produces enough to support the family, but they have their lean years.
Their farm has gone up in value over the past few years, even though they aren’t much more profitable. In
fact, they’ve had to borrow against the farm to make ends meet. John is active in the business, while Susan
is in college with plans to become a doctor.

Mike and Betty do not make a great deal of income, so they are surprised when they total up their assets:
Land $2,150,000, Home $250,000, Livestock $250,000, Equipment $500,000, Investments and savings
$150,000. They also have a loan on the farm of $300,000. So, their net worth is $3,000,000, which they own
jointly.

If Mike and Betty do nothing, they will have a tax problem. Mike and Betty can each pass $2,000,000 fed-
eral estate tax-free and $675,000 state estate tax-free at his or her death. However, with joint tenancy,
Mike’s property passes to Betty and she has the entire $3,000,000 in her estate and would owe $460,000 in
federal estate taxes at her death (in 2006). Mike and Betty can avoid this problem by using proper estate
planning. A Revocable Living Trust would allow the first of them to die to send his or her assets to a
“Family Trust” for the survivor and their kids. While the family would have the use of the money, it would
not be included in the survivor’s estate. Therefore, the survivor would have only his or her half of the
$3,000,000, and would owe no federal estate tax.

Proper estate planning, including a Revocable Living Trust, also helps provide a smooth transition in the
event of incapacity. When the Trust is set up, the spouses typically are the Trustees, or managers of the
trust. However, Mike and Betty would also name Successor Trustees to take over when they are no longer
able to handle their affairs. Perhaps John and Susan would be the successors. Another way to protect
against incapacity is through a Power of Attorney. This document allows the person appointed, the
“agent,” to act on behalf of the “principal,” when the principal no longer can act for himself or herseli.
Typically, one has a Power of Attorney for financial matters and a different Power of Attorney for health
care matters. Other concerns to address are: How do they leave the farm to John without being unfair to
Susan? How do they ensure sufficient liquidity to service the bank debt after they are gone? These concerns,
like many others, can be addressed with a good estate plan.

Our Estate Planning Attorneys, William F. Greenhalgh and Michelle T.L. Hernandez, are active members of the
American Academy of Estate Planning Attorneys. They will assist you in creating a thoroughly outlined estate plan
that is specific to your needs. For a FREE consultation, contact us toll free at (866) 455-2993 today.
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6 Elements of a Good Home Improvement Contract

Improvements add value to a home, but a botched contracting job
can cost owners lots of money and time to correct. That’s why it’s
always a good 1dea to sign an agreement with contractors before they

begin. What are the elements of a good home improvement contract?

e The consumer’s name, address and phone.

e The contractor’s name, address and phone.

e A highly specific description of the work to be done and materials to be used.

e Timeframes for work startup and completion. Some contracts include penalties for missed deadlines.

e The project’s cost. A contract may specify several payments on project completion dates, or withhold final
payment pending inspection or satisfaction.

e Review by an attorney, since most standard builder’s contracts are written to protect the builder. Often

they do not give the homeowner any way to require a builder to correct deficiencies.

Ask Your Attorney

Q. My neighbor has been playing loud music that wakes me late at night. Thave asked her several times to stop and even called
the police on one occasion. A friend suggested I sue my neighbor for disturbing the peace. Do you think if I did it would stop the
noise or am I just risking ruining an otherwise good relationship?

A. Anytime you sue another person, you run the risk of damaging a relationship. However, once you have exhausted all other
options, you may want to consider suing your neighbor for money damages in small claims court. To win the case you will need to
prove that your neighbor is indeed responsible for the noise, that the quality of your life is affected, and that you have asked your
neighbor to stop. You may use a police report, witnesses, as well as your own testimony. If thisis not enough to convince your
neighbor to turn down the volume, you may need to go to circuit court and seek a court order telling your neighbor to stop the
loud noise. For more specific advice, contact your attorney.
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