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for the 1971 International
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Once a young man has

decided to farm, he possibly
should consider working for
wages for a period of two
years. This can be
considered in initial trial
period where neither party
has made a definite
commitment. During this
time the following questions
Can bs answered.

— Can both parties work
together in an agreeable
manner?

— Will the farm now
support two families, and if
not, could the necessary
adjustments be made to
bring the farm to support
two families?

— Is the junior member
still convinced that farming
is for him?

— If the above questions
are answered in the
affirmative, then it is time

. to consider a more formal

working agreement. We may
then proceed to an income
sharing agreement. At this
stage the son does not own
any real estate (land and
buildings) or chattels

(machinery, livestock, etc.)
and still only contributes his
labour and management to
the farm business. But
because
income sharing agreement
the son will now get a
percentage of the net farm
income at the end of the
year. The son now ceases to
be an .employee and
becomes a partner in the
farm business.

they have an

If the farm does well he

stands to gain or if on the
other hand it does poorly he
will lose.
illustration shows a method
of determining the percent
of net farm income which
would go to the son.

The following

Contributions to the farm

father, 5775; son, 0; and a

supplies would be,
total of 5775. transferred.
Livestock, machinery, Now the son owns
supplies etc., amount

everything except the land
36,600; " rate, 8 percent; and he may decide to rent
father, 2928; son, 0; and the farm from his father at
total of 2928. this stage. Or a gifting

Labour and Mmanagement, program can be used to
amount, 12 mos.; rate, —; transfer the farm property
father, 4800; son, 4000: and itseif by using ‘the
total of 8800. once-in-a-lifetime gift of

This example shows that $10,000 plus yearly gifts of
inputs to the farm are being $2.000

contributed 77 percent by
the father and 23 percent
by the son. Therefore, net
farm profit can be divided
at year’s end in the same
proportions. These earnings
for the son could be
withdrawn by him or left in
the farm business.

Partrership agreement:
Where son now owns
livestock and machinery but
dad still owns real estate:

Contributions to the farm
business:

Real estate, amount,
$82,000; rate, 7 percent;
father, 5,775; son, 0; and a

Partnership: The next total of 5,775.
step in transferring the farm Livestock, machinery,
is for the son to gain some supplies etc., - amount,

€quity in the farm business.
It is here that a gifting
program would be used to
transfer some property to
the son. One of the easiest
assets to start a transfer
with is machinery.

Machinery is considerce a
capital sale and so there are
no income tax problems for
the father. There can be
income tax implications
with livestock if there is no
basic herd, and the transfer
of ihe cattie is not handled
properly.

If the machinery in our
above example is valued at
$20,000, this could be sold
to the son and demand note
for the $20,000 taken back
from son to father. Each
year the father could make
a $2,000 gift to reduce the
note, and as well the son
may pay $2,000 to his
father from his earnings in
the farm business.

In this manner the note is

36,600; rate, 8 percent;
father, 0; son, 2,928; and a
total of 2,928.

Labour and management,
amount, 12 mos.; rate, —;
father, 4,000; son, 4,800;
and a total of 8,800 s

Now the net farm profit
at the 'year’s end will be
distributed so that 44
percent goes to the son and
50 percent goes to the
father. ;

Here we have aiso shown.
an increase in wages for son
and a decrease for father,

These transfers will
continue until the son is the .
sole owner and operator of
the farm business. There i;
no particular format that all
families should follow but
the above example
illustrates one possible
approach. If you are a farm
family in Haldimand
County who has been

i wondering about this kind
Wi reduced. by $4,000 éach ¢ problem, the Cayuga
SUsiness: year and the transfer is - -
: - office can give you some
Real estate, amount, completed in five years. guidance in this area
82,000; rate, 7 percent: Next, the livestock and ;
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Deluxe Solid State
Portable Pocket Radio
includes carrying case

*8.88
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e SAGERSVILLE 768-3754

- For less than the price
of a bushel of corn

YOu can insure an acre
of grain corn
against the hazards of
Talk to your _
Crop Insurance Agent

THE CROP INSURANCE COMMISSION OF ONTARIO
Parliament Buildings, Toronto 5, Ontario

Crop Insurance Agents in this Area
Robert C. Young, RR 1 Robinson Road, Dunnville. Phone: 774-4213
Jack Hughes, Box 21, Simcoe, Phone: 426-1304




