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CONSIDER A PLAN AND LEGAL 
DOCUMENTS YOUR SAFETY NET 

Passing a family farm on to a younger 
generation may seem like a given, but 
sometimes good intentions are shattered when 
a family faces an unexpected life event. Loan 
officer Mark Robertson, in the Lexington and 
Yadkinville offices of Carolina Farm Credit, says 
one of the biggest obstacles he sees for farm 
families is the lack of a transition plan. 

One of the pitfalls Robertson often sees is the two generations 
not talking openly and frankly about expectations. “Often, 
they each have good ideas but they don’t really put their heads 
together and work out a plan. Often the older generation isn’t 
ready to let go, and the younger generation isn’t patient enough 
to allow the parent some time to work through the transition and 
let it happen,” he says. 

In addition to considering how to pass a farm from one 
generation to another, transition plans need to be considered 
in the event of other major life events that can place a family 
and farm business in jeopardy: death, divorce, dismemberment 
or disability, discouragement, disagreements, and disasters, 
sometimes referred to as the “dreadful D’s.” 

Robertson said he has seen disagreements between the older 
and younger generation totally derail the transitioning of a farm 
from a father to a son, and the result is that the farm is no longer 
in operation. A conversation about expectations, followed by a 
plan all can agree on, even if a mediator has to be involved, can 
help families make the transition that is benefcial for all. 

While a good business plan is a road map to success, a good 
transition plan goes hand-in-hand with it to help safeguard a 
business. It’s the tool that is necessary to help you weather a 
dreadful D. 

“A yearly assessment is important,” he says. “An important 
resource in considering transition plans is a trusted advisor. It 
might be your loan ofcer or it might be your fnancial advisor, 
but you need someone who has a vested interest in your well-
being and is willing to have hard conversations with you.” 

Robertson says he often refers people to Tom Haarmann, a 
Money Concepts fnancial services manager with Carolina 
Farm Credit in the Statesville ofce, to assist with developing a 
transition plan. Haarmann uses a tool to gather information from 
farm families that helps guide them through the initial steps of 
transition planning. It helps families determine what their wishes 
are. That is one of the frst steps in working toward a plan, says 
Haarmann. “If they can get a basic plan down a good estate 
attorney will be able to give them a good framework.” 
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TOOLS TO PROTECT AGAINST 
THE “DREADFUL D’S” 

If something happened to you today, would your 
family and farm business be taken care of? Would 
the farm remain in the family? Who would you 
want to run the family farm? What if everything 
you had worked for was lost in an instant due to a 
death, disability, or divorce? 

Do you have a plan in place to safeguard your family and your farm business 
in the event one of these “dreadful D’s” rears its ugly head? 

Tom Haarmann, Money Concepts fnancial services manager with Carolina 
Farm Credit in the Statesville ofce, has worked with farm families the past 20 
years providing fnancial management advice, including the considerations 
needed in estate planning to protect your assets and your farm. Drawing 
on his background as an attorney (though he no longer practices law), 
Haarmann says there are a number of tools families can consider when 
looking at how to develop a transition plan. 

“The frst thing is to recognize that life happens. Farm families are not 
immune. All the dreadful D’s – disability or dismemberment, discouragement, 
disagreements, death, divorce – are out there,” Haarmann says. “Start with 
a general outline of what you want for the family farm business in the event 
any of these things happen. How do you want to address them? What’s 
the overriding goal? Do you want to keep the farm going? Do you want to 
transition it to sons or daughters? Do you have an exit strategy that may be 
diferent? Do you plan to sell the farm at some point? Are there 
partners involved?” 

Haarmann says that once you have a crucial conversation with your family 
and maybe a trusted advisor, you need to list your goals. What do you want 
long-term? When you can answer those questions, it’s time to consider the 
resources you may need to put a viable, legal plan in place. That will likely 
include an estate attorney who is well versed in estate planning laws. It may 
also include a CPA, fnancial planner, and an insurance representative. If the 
farm assets and family relationships are complicated, a mediator may be 
required. 

“By nature, a lot of us are very private about our fnances, especially with 
something so near and dear to us like a farm,” says Haarmann. “Farming is not 
just an occupation; it’s a way of life so these decisions can be difcult but it’s 
never too soon to have them.” 

Haarmann has seen plenty of horror stories play out with farm families, some 
who have lost farms due to a farm accident killing the main bread winner and 
leaving a mountain a debt with no life insurance policy to cover it, resulting in 
the loss of a farm at a tragic time for the family. That’s why he urges families to 
start the important conversation and to schedule time to put a plan in place. 

A number of tools are available, depending on what a family wishes, and a 
good estate attorney can share options. Here are a few examples: 

• A buy-sell agreement is a commonly used tool. It may be useful in 
a number of scenarios: if one partner wants to get out; if something 
happens to one partner; if a divorce occurs and a spouse needs to be 
bought out, for example. It’s an agreement of how partners might 
value the farm and who has the right to buy out a partner. It can be 
a one-page agreement that outlines the rules of the game so that 
everyone knows where they stand if something happens. 

• A private annuity may be useful for the elder generation who wants 
to sell the business to a family member. This may be an option when 
they trust their family member and are able to take an unsecured 
promise that a child, for example, is going to make payments to 
them over time. It’s considered a sale; it removes the asset from the 
elder generation and in return the elder generation gets a stream of 
payments. 

• A self-canceling installment note (SCIN) is another tool that allows 
a younger generation to make payments to parents over a period 
of time. Upon the death of the older generation, any payments that 
haven’t been made are forgiven, hence the name self-canceling. 

• Gifting is another option that may be used when the elder generation 
owns the farm and wants to gradually hand over the reins of the 
operation. They may gift shares or other values of the farm each year 
to children. It helps remove it from the estate of the elder on a gradual 
basis. 

• A Family Limited Partnership (FLP) is another tool for parents to 
annually gift shares or value to children who are considered limited 
partners. 
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MAKE IT YOUR DECISION, 
NOT THE STATE’S 

Sadly, when someone dies without a plan in place, it’s often difcult for Consider this alarming fact: most farms usually 
the family to make decisions due to requirements of the law. “Without a don’t survive to the next generation because of will or a legal plan, it goes into the North Carolina Statutes of Intestate. 

an inadequate job of planning. What that means is that the statutes are going to dictate what happens,” 

The good news is that there are a number of 
tools and resources in place. Consider Carolina 
Farm Credit and its Money Concepts Services as 
a place to turn for help to get you started with a 
plan that works for you and your family. 

Tom Haarmann, Money Concepts fnancial services manager with 
Carolina Farm Credit, urges farm families to take the time to sit down 
and talk about what they want for the family business. “Often a trusted 
advisor can help guide families through these tough discussions,” says 
Haarmann. “The key is to make a general outline as a start.” 

Haarmann says one of the most difcult things to witness is families 
discussing plans but then never putting their plans in writing. 
“Sometimes the older generation doesn’t want to reveal any of the 
secrets. They don’t want to turn over the books. But it’s better for the 
younger generation to know upfront. It also helps for the family to work 
together to develop a plan. 

explains Haarmann. 

This can be particularly jarring when families may have made farm 
purchases together or when diferent family members recall diferent 
promises that parents may have made. “Regardless of what promises 
have been made, if it’s not in writing the North Carolina statutes are 
going to kick in and decide what happens to the land, the cattle, the 
equipment,” says Haarmann. “I’ve seen it tear families apart.” 

While crucial conversations can be daunting, they need not be. 
Haarmann advises setting aside a day to get the ball rolling to 
determine what the goal is for the family farm. Then seek out the 
experts – estate attorney, CPA, fnancial planner, insurance agent – 
who can help develop the plan and put it in writing. Consider it an 
investment well spent for peace of mind and for protecting your farm 
and family. 

“If you’re seeing a fnancial planner or a CPA on a regular basis, make it 
part of a yearly check-in to review the plan, make sure it’s up-to-date 
and make sure it’s still what you want to do,” he advises. 
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