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Ag-planner/IV'™ is designed to give you, other owners,
family members, and your advisors a picture of your
situation, your farm or ranch operation, and a way to
focus your dreams and hopes for the future. It allows
you to create a foundation on which you can build a
plan for growth, profitability, and management succession using the approaches developed by
specialists in the field.

Working through these pages is like having your own family business consultant. It can be
useful in a number of ways:

1) Itopens up channels of awareness and agreement necessary for
achieving your individual and shared goals

2) ltallows you to focus your dreams for the future of your farm or ranch

3) Itserves as an essential guide for your professional advisor to help
him or her understand your objectives, concerns, and desires as the im-
portant documents are being drafted

Specifically, Ag-planner/IV'™ will help you deal with, and manage, important personal ques-
tions about . . .

¢ Your individual points of view (not just the owners’, but everybody’s)

e Your joint and individual goals (to help focus on direction and reach
agreement)

« Your management, transition, security, and fairness concerns

¢ Your advisors, how to use them and how best they can serve you

* Your “Understandings,” the owner agreements which provide the founda-
tion and forecast for your successful future together

FAMILY BUSINESS MANAGEMENT SERVICES

A tool to help farm & ranch owning
families...and their advisors...

» Zero in on personal and business goals

* Focus discussion on problem solving NOT disagreement
» Define the critical management and succession issues
* Uncover the most important questions

* Address individual concerns and objectives

See inside. ..

© 2006 Family Business Management Services. All Rights Reserved.



Ag-planner/IV™"

An Agreement Builder for Family Agribusinesses by Donald J. Jo-

novic, Ph.D, and Pamela Jonovic. (132 pp.: Jamieson Press: $59.95)

This workbook provides farmily farms and ranches a comprehensive
approach to transition planning that can be self-administered. Designed
as a “consultant in print,” Ag-planner/IV '™ provides questionnaires,
rating tools, and a step-by-step guide to scoring and interpreting survey

results. Ag-planner/IV '™ duplicates consulting techniques developed by
the authors over more than three decades of experience with thousands
of family businesses. It can be used independently or in conjunction with
your professional advisors for more results-directed meetings.
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¥ _SURVEY FORM 6-1—Buy/Sell Agreement Objectives

Instructions
Circle the one number—and one number only— on that line that represents the best an-
swer for you. Try to avoid selecting “zero,” which means you are truly undecided
about relative importance. Think more deeply; usually you will be able to decide which
is more appropriate for you. Often it's best to follow your first inclination.
Example
1. What is the relative importance of the following reasons to own a family farm?

Chance to work 4 O > 1 o 1 2 5 4 Maintain personal
together with family L L L I L { i ]

Owners of a business, whether they are partners, shareholders, or members of a limited
liability corporation have an obligation to each other to agree, in advance, how they will
deal with significant “ownership” events. This requires looking ahead to the possibility of
death, divorce, disability, retirement of owners, and agreeing upon how events like that
will be handled. The questions on this and Forms 6-2 and 6-3 are designed to help you
determine how individual owners feel about these issues. This, in turn, will help you work
with your advisors to draft a written Buy/Sell Agreement that best fulfills your individual
and group intentions.

1. What are your preferences concerning distribution of ownership of the family farm or ranch
business?

Operators of

business only

Direct descendants

of founder(s) only

3 2 1 o+ 2 3 4 Opentorsandjor
P F b % 1 0t % % nonoperators of business
s 2 4 o 123 4 Aoy famiy member
AR S S SR S S
52 1 0 1 2 g

| including spouses
Family members Employees and
oy {1 L0 b b f b Y famiy members
2. What are your preferred approaches to valuing business interests when ownership of the
business/assets transfers under this Buy/Sell Agreement?
Minimal value for

Maximum value

32 0123 s
estate tax purposes L i 1 I 1 I i i I for liuidity
Valuedefinedby 4, 5, . o 1 > 3 4 Valuedefinedby
specific formula L i i i ! i i i | negotiation
Negotiatedvalueby , 5, , o 4 , 3 4 Negotiated value by
i I

professional appraisal L1 S i % agreement among owners

3. Should the business or other shareholders have a “call” on a partner’s ownership share under
the following circumstances?

Disabily of owner?

32 1 012 a3
Yes L1 T R S S SR SR I 1)
Death of owner?
a3 2 10 1234
Yes L { T S R N S S O "3
Atany time?
a3 2 1 01 234
Yes L1 T H S N SR S I 1)
Your name:
Date:
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Ag-planner/IV '™ provides detailed instructions on both
scoring of individual survey sheets and on interpretation

of the results. The workbook is designed to be used by

any member of the family, as well as professional advisors and
facilitators. The workbook is spiral-bound, which makes it easy to
copy survey forms on any office copier for distribution to all
owners and family members.

{
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Ag-planner/IV "™ provides individuals with
“gauge” sheets on which they can express

their opinions and attitudes on a wide variety of
relevant business topics. These are then summarized
on worksheets like the one represented below to get

a clearer picture of general agreement and disagree-
ment—an essential starting point for problem solving.

Ag-planner/iV
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compare averages over group responses.

SAMPLE WORKSHEET B*—Alternative Choice Questions

Use this worksheet to summarize the results of individual rating sheets. Transfer the specific
rating each individual gave to each goal to the fill-in box below their initials. For clarity,
score zero ("0”) only when that was the person’s specific selection. Otherwise use a dash
(*-") to indicate no answer was given. Then for each of the investment objective pairs, total
the ratings for each item on that side, and place that total in the box below the alternative.
Another copy of this worksheet can be used to score more individuals or to compute and

Columns can be used to_record
scores of indviduals o average
scores of speciic families, age
qroups, or any other subset you
think s appropriate. For example,
You might want to analyze the at.

indvidualsor groupsasneeded. Keep nmind that

Differences in scores among indl-

respect to value-building than his

than his son in

from blood

fartotals, onight and

9
grandchidren, possibly because his
himsel,

et as bel
buiding value may be unfocused.
1. Imfortancel of investmeht goals and m‘
IndividualfGroup Individual/ Giqup

GieJeee | Tofals for AlteMatives i ie

[wme]dose]

[ieacy]

B0 owner gty or fuMg()m\m et

T e

[T

i FEvestmen Vi payous
of proft for orowth to owners for iquidty

g\u\:‘g"‘? [ U

12— 0

Often, families and groups can agree.

o
T [ o

Use Teverage (debt) Use current cash flow
g

Focus more on Growth | Focus more on FTag{ | selves may confit. Here, the stake-
mtoagreeonreinvestingfor

on the nature of growth and risk.

ol Tl o ) 2lo] [37]2]
ST
Coestonnle, A b oS
(ﬁ“\‘ﬂ;“:‘ 1. Importance of investient goals E;ﬁz:f:ﬂ:;ﬁ;:;z;’;mma"ﬂ"am
i
B e e T B e P
T Sodweior | Ve | 1

General Note on Alternative Scoring and Interpretation: The point of using alternatives
rather than rating

a: ,
in depth. the ull range of

i b
(2.9, in-laws to blood famil, generation to generation, on-farm to of-arm).

When comparing groups, It usually best to use an average response for that group, father than a
1 of responses. Averages take out some of the "noise” of indiidual answering siyls, and also
allow comparision of individual answers to group norms.

*The questions on this example correspond to Survey Form 3-1—Investment Objectives, on Page 85.

© 2006 Donald J. Jonovic, Ph.D. and Pamela J. Jonovic. Al rights reserved. Duplication of survey forms by owners permitted.
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Cleavers’ Buy/Sell Agreement Results (Form 6-1)

Who can oyn shares?

[ Ay Famity, 1
-

9 amily §

Approach tp valuation?
Maximize

Negotats
——

Circumstarices for a "Call"?
Disability

Dgath

NOTE> 40 EY 20 Y o 10 2 B 40
The negative num-
oo denete  Everyone agreed that management structure, compensation, even strategicissues could
; wait until future meetings. Estate planning and the shareholder agreement, however, were
particular issue CONsidered emergency issues, and the Finance Committee decided to get right at that by

being rated.. immediately beginning the drafting of a shareholder or buy/sell agreement.

Looking at the results of the family survey, it seemed that the family was somewhat
comfortable with the following directions:

Cleavers’ Buy/Sell Agreement Results (Form 6-2

for a "Putf?

disability

4 Restriction pn Sale?

2[] Assignmen of First Option?

owners ro rara | [N
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Ag-planner/IV '™ also includes a "Tools" section,
which contains useful examples like sample buy/
agreement wording (with explanations), descripti

of forms ofrfancial planning, and ways to analyze and
describe estate asset distributions, such as Mary Doe'
plan, illustrated on the right.
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This may not be important in a business where all the owners are employed with
equal responsibility within the business, but there aren't many farm or ranch operations
that are structured that way. In most cases, either not all the owners are employed in the
business, or the ones who are so employed have very different responsibility levels—and,
likely, contribute very differently to the end result.

The illustration on the previous page is an example. In this plan, the partners have set
a minimum return on equity of 10% (1). At or below that level, there is no bonus pool.
Above that, they share in profits on an ascending scale (2). They're basically saying to
each other that, as managers, they should at least be able to generate a minimum return
for themselves as investors before they earn any bonus. Once that minimum is achieved,
they agree to pay themselves bonuses that can reach up to 60% of profit.

Note that they just barely made the minimum the prior year (3) and paid a small bo-
nus, and are now projecting two potential outcomes for the current year, "budget" and
"optimistic," with corresponding bonus pools. The table above shows the salary, bonus,
and partnership distributions under both plans.

This plan steps firmly away from the typically socialistic pay policies found on so many
ag operations, where everyone gets paid about the same and each partner/family draws
what it needs from the partnership. The most important decision these partners have made
is to differentiate what they receive as managers (salary and bonus—4) from what they
receive as investors (partnership share—5). They've decided to set their salaries based on
responsibility level, dividing the bonus pool according to that difference in salary.

A compensation system founded on this kind of philosophy can go a long way toward
minimizing conflict and resentment among partners and their spouses. Basing incentives

on achieving shareholder value objectives also establishes a culture of accountability,
something essential for a partnership to survive and thrive.

Separating incentive bonus from partnership share

Bonus Pool (Budget): 21,125 Profit*: 346,375

KEY EMPLOYEE BONUS - FYE: __ 200y Salary ___Proj. ‘ly Bonus __Partnership Share Total
5

Partner 1 (General Manager)| 40,000 7,545 86,59 134,138|

Partner 2 (Subsidiary Manager) 30000 4 5658 86,594 122,252]

Partner 3 (Farm Manager) 24,000 4527 86,59 115,121

Partner 4 (Field Hand) 18,000 39 86,594 107,989

Level Totals| 112,000 21,125 346,375 479,500

Bonus Pool (Optimistic): 89,850 Profit*: 385,150

KEY EMPLOYEE BONUS - FYE: __200y Salary __Proj. ‘ly Bonus __Partnership Share Total
Partner 1 (General Manager)| 40,000 32,089 96,288 168.377|
Partner 2 (Subsidiary Manager) 30,000 24,067 96,288 150,354|
Partner 3 (Farm Manager) 24,000 19,254 96,288 139,541
Partner 4 (Field Hand 18,000 14,440 96,288 128,728

Level Totals| 12,000 89,850 385,150 587,000)

*Profit s pre-tax income net of projected 200y bonuses. Bonus is based on relative salary level

© 2006 Donald J. Jonovic, Ph.D. and Pamela J. Jonovic. Al rights reserved. Duplication of survey forms by owners permitted.

Ag-planner/IV "™ helps you explore the key issues of

shared ownership, transition, and estate planning. On

the left is a detailed analysis of individual answers on
key buy/sell agreement issues, part of the illustrated discus-
sion of an example farm family's situation that's included in
the workbook. Presenting these results graphically provides
a focus for productive discussion about areas of agreement
and disagreement. Since many of the terms involved will be
new to many, a complete Glossary is included.

An Excel® scoresheet, which includes the option to
generate graphs like those to the left, is available on
request, to registered owners of Ag-planner/IV ™.

Ag-planner/IV

For their size, farm and ranch asset structures are often very complex. This makes owner-
ship transition planning very complex, also. Not only are the tax considerations difficult to
analyze accurately, the issues of control, balance, and fairness are usually exceptionally
tricky for what, otherwise, are relatively moderate estates.

When parents begin thinking about these issues, it's not unusual to give up in frustra-
tion and decide to "get to it later." Bad decision, and even they know it.

It's at times like this that the Advisory Board can show its true value and power. In
the illustrations on this
page and the NEXtIy WE; Mary Doe Estate Plan
present an example of
what resulted from a full
year of intense conver- ‘ ‘
sation between "Mary [ e L Aot ]
Doe," a widow with three

children (the names and  ——
asset descriptions have o
been changed to protect —
the family's privacy) and | [ Wary's Famiy Parnersip and RealProperty merests ]
her advisory team. We =

s realized that there was
considerable tension in —_
her family arising from e

the lack of understanding
how everything would look

—
after Mary's death. —

It wasn't that her chil- =

dren desperately wanted
her assets now (and they
certainly didn't want to
give her that impres-
sion). Instead, her son,
Jared, who operated the
farm needed to know
whether the farm would
be his eventually and
whether he would have
his brother and sister as
partners. The other two
children were concerned
abouttheir financial future
and whether or not they
could count on a continu-
ing connection to assets

I

Tosurance Ratets no T Taxable Evale ]

=R T E=R
e

| CONF\DENT\ALI

“This illustration was developed to present Mary's estate transfer intentions in
graphic form, so that the results would be easier for her children to understand.
With the exception of dollar value of insurance proceeds and actual cash as-
sets, dollar values on land and operating assets are not given, since the date
of Mary's death is indeterminate and values will change with time. Also, values,
once stated, tend to stick unhealthily in peoples’ minds.
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Ag-planner/IV "™ is not just about estate planning

or succession, important though those issues are.

It also focuses on what it takes to make a family
business partnership work and stay harmonious. This is
why there are survey forms dealing with overall concerns
about the future, strategic goals (e.g., should we own or
rent land assets), return on investment expectations, and
desired ownership structures. The workbook even deals
with standards and approaches to wages and bonuses for
owners and partners, providing specific examples such as
the tables on the left.
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TO ORDER:

Use this form to prepare your order, then use any of our four
convenient order methods:

Phone: Call 800/566-6842 with your VISA or
MasterCard number

FAX: Telefax your credit card order to 216/752-4100
Internet:  http://www.familybusinessmgt.com
Mail: Send the order form to:

Family Business Management Services
Book Order Department

FAbaLY BUSINESS MANAGEMENT STRVICES Post Office Box 201400

Cleveland, Ohio 44120

Unconditional Guarantee: Your absolute satisfaction is important to us. If, for any reason, this
book doesn’t meet your expectations, return it undamaged within 10 days and Family Business
Management Services will immediately refund your payment (less shipping/handling) in full.

L Please send copies of the Ag-planner/IV '™ Workbook at US$59.95 per copy.
LI ]2 U o T = RPN PRSP
Ohio Residents Add Applicable County Sales Tax............

Shipping/Handling:
0 US Surface (US$9.50 first copy; US$2.50 per additional) .............cceeeernne.
O International Surface (US$12.50 first copy; US$4.50 per additional) ..........
O International Air (US$18.00 first copy; US$6.00 per additional) .................
TOTAL DUE ...

O Check/Money Order Enclosed O VISA O MasterCard
Credit Card Number: Card Expiration Date:
l 44/ /| | Month: Year:

Credit Card Billing Address:

Name:

Company:

Address:

City: State: Zip:

Daytime Phone: ( )

Shipping Address (if different from your billing address): O Home O Business

Name:

Address:

City: State: Zip:

Quantity Discounts Available. Phone: 800/566-6842




