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Get Your Questions Ready!

April 8, 6:00 — 8:00pm
1. Attorney Brook Duer, Penn State Ag Law Center

2. Breakout Sessions for Panel Discussion

- Eastern PA
- Central PA
- Western PA

Submit questions via Chat during our session, and
indicate if the question is for the Panel Session.

Or keep a running list and come prepared April 8.
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Zoom Housekeeping

.9
- Meeting Sessions are being recorded ‘

- Please Mute your Microphone!!!

- Chat can be seen by the panelists and attendees, or
just panelists

Y - ~ A ®

Unmute Start Video Participants Share Screen Reactions

- Technical issues email DJM428@psu.edu
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Penn State University is committed to equal access to
programs, facilities, admission, and employment for all
persons. It is the policy of the University to maintain an
emnvironment free of harassment and free of
discrimination against any person because of age, race,
color, ancestry, national origin, religion, creed, service in
the uniformed services (as defined in state and federal
law), veteran status, sex, sexual orientation, marital or
family status, pregnancy, pregnancy-related conditions,
physical or mental disability, gender, perceived gender,
gender identity, genetic information, or political ideas.
Discriminatory conduct and harassment, as well as
sexual misconduct and relationship violence, violates the
dignity of individuals, impedes the realization of the
University's educational mission, and will not be
tolerated. Direct all inquiries regarding the
nondiscrimination policy to Dr. Kenneth Lehrman lll, Vice
Provost for Affirmative Action, Affirmative Action Office,
The Pennsylvania State University, 328 Boucke Building,
University Park, PA 16802-5901; Email: kfl2@psu.edu; Tel
814-863-0471.

Photo: https://www.fns.usda.gov/cr/and-justice-all-posters-guidance-and-translations
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This presentation is
available in
alternative media
upon request

Where trade names or vendors
appear, no discrimination is
intended, and no endorsement by
Penn State Extension is implied.

Photo source: USDA.gov
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Disclaimer

This seminar is intended solely to provide
information to the public. It is not intended as
legal advice. We recommend speaking with legal
and real estate professionals about your personal
situation. The views and opinions expressed by
panelists as part of this Internet seminar do not
necessarily state or reflect those of Penn State
Extension or American Farmland Trust.
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"‘o,’ PennState Extension _cmtdla®



2
=
< o]
i:
[ay]
B v
o
m =
an
o
3+
By
=
v
D
e
3+
5
8 -
b
@ Ay,
= al
a
c
8

-

¢

>
>




T
Make Sure You Understand

the Rights of Property Ownership

= Owning property comes with a “bundle of rights”

- The right of possession: as long as you hold title,
it's yours

- The right of control: you can do what you want with the
property, within the limits of the law

- The right of exclusion: you have the right to decide who
comes onto and uses your property — or not

- The right of disposition: you can sell or transfer your
property in whole or in part (or protect it forever using a
conservation easement)

5‘““@@
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Are You Ready to Be a Landowner?

= Along with rights come responsibilities
- Paying a mortgage
- Paying taxes
- Maintaining the property

- Following local land use laws and state and federal
regulations

- Insuring against liabilities
- Defending title defects, if any

5‘““@@
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When You Are Ready, Assemble a Team

= Buying a farm or a ranch is a big commitment

= |t helps to pull together a team to help you find,
finance and purchase the best property for you

= Key professionals to reach out to include:
- Areal estate agent
- A qualified accountant
- An appraiser
- Afarm advisor
- Alender
- An attorney

5‘““@@
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What to Look for in a Real Estate Agent

= Look for someone who has experience with
agriculture and transferring large estates

= |f possible, find a “buyer’s broker” to work for you

= |deally, one who:
- Has relationships with ag lenders and
- Local knowledge and contacts

5‘““@@
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Work with an Accountant

= A qualified accountant will help you:
- Gather financial information for your loan

- Help you to develop financial statements for your
business, if needed

- Understand your short- and long-term tax situation and
- Prepare your taxes

= What to look for in an accountant:
- Someone you trust and who listens well
- Preferably someone with experience with farm taxes

5‘““&@
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Find a Property That Meets Your Needs

= Follow your plan, not your heart

- Buying property is a long-term commitment, so be sure it
IS where you want to be

- Will the property support your business, financial and
personal goals?

= Make sure you can afford it!

- Purchase price — how much can you invest and put
toward a mortgage?

- Carrying costs — how much can you pay to support the
ongoing costs of ownership, e.g., taxes and insurance?

5‘““&@
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Assess the Site and Surrounding Area

= Find out what kinds of farms or ranches are in
the area: Is the community “farm friendly™?

= Will the property meet your personal, financial
and business needs?

= |s there enough infrastructure to support your
operation? Or can the site be built out or
planted to meet your needs”?

= How has the property been used?

@ PennState Extension
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Figure Out Prices

= Land prices depend on market forces and things
like location, infrastructure and improvements

= You can get an idea of local real estate prices from:

Local real estate listings — in newspapers, online or
through Multiple Listing Services

Local real estate agents
Government agencies
Assessors and
Appraisers

5‘““&@
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Determine Affordability

100% 9
GROSS MONTHLY \

INCOME

MAX TOTAL

HOUSING PAYMENT

.
‘ _ MAX MORTGAGE
\ PAYMENT

T 40“/0 (82,666)
MAX MONTHLY
DEBT PAYMENT

For most lenders, affordable means your total debt payments suntdhl o Be
should be no more than 40% of your total gross income ~ #American Farmland Trust




NYFC Affordability Calculator

Land Affordahility Calculator

| findingfarmland.youngfarmers.org ]

A website designed to help farmers and ranchers across
the country make informed decisions when buying land

> Choose between financing options to build
land access scenarios

> Compare the costs of different financing III
scenarios and different properties e

A S R BT

> Determine whether you can afford the
properties you are considering e

b T e

> Prepare yourself to meet a loan officer v

st a®
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Consider the Tax Implications

= [ncome taxes affect your available cash; buying
and will change them.

= |[f you buy a property with certain kinds of assets
(e.g., barns, fences, orchards, vineyards), you can
deduct the cost of those assets over time.

= |f you buy a property with a loan, the interest is a
deductible business expense.

= |f it also has a house where you will live, part of the
Interest is deducted as an “itemized deduction.”

5‘%‘“&@
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Calculate the Ratio of
Personal to Business Assets

1. ldentify the values of your assets, both personal

and business

= Business assets go on your balance sheet and are
depreciable over time — e.g., an orchard valued at $10k is

depreciated over 10 years, so you can deduct $1k annually

2. Calculate the ratio of personal and business

assets and apply it to:

= Mortgage interest
= Property taxes and insurance

= Shared maintenance and utilities — if any and if appropriate
5‘““&@
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Part 2: Line up Your Financing




ldentify Financing

= USDA Farm Service Agency (FSA)

- Temporary loans to prepare you for commercial credit

= Farm Credit System (FCS)

- Geared toward farmers/ranchers/rural homeowners

= Aggie Bonds/state loan programs
- Geared toward beginning farmers/ranchers

= Local commercial banks
= Seller financing

= Personal loans (friends and family)
_umtla®
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Beginning Farmer Oriented Loans

= Farm Service Agency
- Direct Farm Ownership Down Payment Loan

= Farm Credit
- Many have beginning farmer/rancher programs, need to
Investigate in your service area
= Aggie Bonds
- Available in 16 states

- Offer below market interest rates for beginning farmers
and ranchers

5‘““@@
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-
When Approaching a Lender: Be Ready!

= Know how much you really can afford:
- How much down payment you can make
- How much loan you can repay

= Have all your financial documents in order

= Be prepared to describe your financial position and
convince them you can handle debt

5‘““@@
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The 5 Cs of Credit

Collateral
__M_
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s
Main Documents

You Need to Approach a Lender

= Statement of personal assets and debts

= Balance sheet and income statements for any
businesses you own

- 3 years unless business is newer
= Business plan and cash flow budget
= Credit report
= Production histories — often 3 years
= Tax returns — usually 3 years

5‘““@@
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Most Lenders Require a Business Plan

= [t's a roadmap to success

= |t's critical for long range planning as well as to get
financing

= |t should be written down and general enough to
be flexible, but provide clear direction
- Reflecting your vision and goals
- And how you will get there

5‘““@@
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Elements of a Business Plan

= The 5 Ws:
- Who, what, why, where, when (and how)

= Mission statement

= Objectives to achieve your mission

= SMART goals for each objective

= Action plan to achieve the SMART goals
= Cash flow budget or pro forma financials

5‘““&@
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Close the Deal

Part 3




Practice Due Diligence

= Find out what state inspections are required

= |dentify local land use regulations
- What is the zoning?
- |s there a local right-to-farm act?
- |s the property in an agricultural district?

= Conduct a soil survey
= |dentify water sources

= Perform an environmental site review

5‘““&@
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Take Care of Legal and Inspection Issues
= |egal

- Review title, survey and deed to the property
- |dentify water and boundary rights

= |[nspections
- Determine prior land use
- Look at condition of buildings and other infrastructure
- Test soils and water quality
- Inspect septic system

5‘““&@
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Sign a Purchase & Sale Agreement

= P&S agreements are legal documents that cover the
weeks between when a property is taken off the market
and the closing date

= Key elements include:

- Details of exactly what is being bought and sold, and its
condition

- All terms of the purchase
- A statement that the seller has clear title
- The final sale price
- Conditions that must be met for closing to take place
- Atermination provision
sl %o
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Check for Clear Title
and Review the Deed

= Title is the legal way of saying you own something
- You can have full or partial rights to a property

= Deeds are the legal documents that transfer title
from one person to another
- They must be written and
- Must be recorded in the Courthouse or Assessor’s office

5‘““@@
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What Is Covered in a Deed

= Date of ownership transfer

= Purchase price

= Names of buyer and seller and their addresses
= |_egal description of the property

= Expression of “intent to convey”

= Signature of the grantor

5‘““&@
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What Is Clear Title?

= You own the property “free and clear”
= There are no liens on the property
= There are no heir property issues

5‘2‘ h&@
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Review the Deed Carefully
= \What to look for:

- |s the grantor’s legal name and signature correct?
- Are the boundaries clear?

- |Is the legal description correct?

- Are there any encumbrances?

5‘““&@
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What Are Encumbrances?

= An encumbrance is a limitation on or claim or
liability against real estate

= Common encumbrances include:
- Liens
- Deed restrictions
- Easements and
- Encroachments

5‘““@@
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A Note on
Agricultural Conservation Easements

= Pay special attention to agricultural conservation
easements in a deed

= They permanently protection farmland, which:
« May make land more affordable

» Supports land access and farmland succession

= But they also:
 Limit what you can build on the property and where

» Require regular monitoring and engagement with a
land trust or government agency

5‘““@@
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Title Review

= Banks require title insurance

= An attorney will conduct a title review after the
Purchase and Sale Agreement is signed

= Look for any deed restrictions or other
encumbrances

5‘““&@
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