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“The dogmas of the 
past are inadequate 

to the stormy present. 
The occasion is piled 
high with difficulty, 
and we must rise to 
the occasion. As our 
case is new, we must 
think and act anew”.  

 

- Abraham Lincoln - 

University of Wisconsin, U.S. Department of Agriculture and Wisconsin counties cooperating.  UW-Extension provides equal opportunities in employ-
ment and programming including Title IX and ADA.  This document can be made available in alternative formats by calling (715) 258-6230 or 711 for 
WI Relay. To ensure equal access, please make requests for reasonable accommodations as soon as possible prior to the  scheduled program, service 
or activity. 
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Farm Business Exit Planning 
By Kevin Bernhardt, Center for Dairy Profitability UW-Madison, 2018 

  When the time comes for a farm business to end, everyone hopes it’s not due to financial or cash 
flow reasons.  However, life happens, circumstances change and planning how to exit the farm business may 
become a very appropriate management decision to preserve equity and or protect certain assets. The ques-
tion and challenge becomes how to manage the exit in a way that preserves the greatest amount of wealth 
and meets other goals such as a means to continue a livelihood in the future and/or potential transition of re-
maining assets to the next generation.  One thing is for sure, there is no one right way to exit a farm business 
because each farm is different depending on: 
 

    - Other assets, particularly land 

    - Other employment alternatives 

    - Family plans for current and future generations 

    - Amount of debt 

    - Tax consequences 

    - And many more 
 

 The key to any successful exit plan is communication – communication with family members, lend-
ers, tax accountants, attorneys, and other creditors. Remember, you are the CEO of this business and the 
lender, accountant, attorney, other creditors works for you. They have profited from your business relation-
ship.  So it’s OK (often welcomed) to request a roundtable meeting with them to help evaluate your options 
and determine your best possible course of action.  Remember, it’s in their best interest that your exit transi-
tion is successful.  Overall there are four main steps in a successful farm business exit plan: 
 

    1. Know where you want to be 

    2. Know where you are 

    3. Determine the gap between the two 

    4. Develop a plan 
 

Know Where You Want To Be 
 

1. Planning - Knowing what you want your future to be is a first step in making a successful transition.   
Consider the following alternatives: 

  a. Plan: start a new life in a new location 

   i. All farm assets are liquidated 

  b. Plan: start a new life, but stay on the farm 

   i. All assets (cows, machinery, land) accept the building site are liquidated 

    - Keep the land, but lease it to someone else 

  c. Plan: keep the land and continue farming 

   i. All dairy assets (cows and machinery/equipment just for cows) are liquidated 

 The level of current debt might force more liquidation or significant reduction of the debt might 

bring it to a more manageable level that could be worked out with the lender. 
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Know Where You Are (Farm Business Exit Planning cont.) 

1. Update the Balance Sheet 
 

 What are the different assets and what are they worth today. An appraiser may be consulted to deter-
mine value.  One question might be how much other assets will need to be sold in order to get the note paid 
or to get it to a manageable level with the assets that are left. 
 

a. If partial liquidation is an option, it may be helpful to segment assets on the balance sheet by en-
terprise. For example, cows belong to the dairy, but maybe there is some tractors and equipment 
that are dairy specific such that they could be liquidated and leave the land operations in tact. 

b. Selling or transferring capital assets can have significant tax consequences and understanding 
those implications is very important. Consult with a farm tax consultant to determine your capital 
gain and income tax liabilities. 

 

2. Update Your Income Statement (optional) 
 

 The income statement shows profitability and together with the balance sheet can provide ratios that 
can be benchmarked. The value in this is determining where there is good things happening in terms of prof-
itability and where there is challenges. This is particularly useful in a partial liquidation where the goal may 
be to get back to a much more solid financial position.  The ratio analysis can help determine where changes 
need to be made such as whether it is asset utilization or efficiency that is the bigger challenge. Note, this 
step is knowing where you are at, but also more useful for planning. 
 

Determine the Gap 
 

1. What needs to happen to get from where you are today to where you want to be tomorrow. Again, this is 
particularly useful if a partial liquidation is planned. Questions to consider: 

 

a. What assets/enterprises are profitable? 

b    How many dollars are needed to meet current obligations? 

 c.   Are enough assets left for a viable operation or do I need to reconsider the plan? 

 d.   Any new investment required after assets are sold? 

 e.    Don’t forget the tax consequences. 
 

Develop YOUR Plan  

1. Budgeting 
 

 If only partial liquidation is the goal, enterprise budgeting is essential to help determine what areas of 
the farm more profitable (dairy? grain crops? cattle?). Enterprise budgeting can help eliminate the least prof-
itable enterprises allowing you to focus on more profitable enterprises. 
 

2. Pro-Forma (Projected) Income Statement and Balance Sheets Going Forward 
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Develop YOUR Plan (Farm Business Exit Planning cont.) 

 “Pro Forma” means looking ahead, that is, developing/forecasting what the income statement 

and balance sheet will look like after a full or partial liquidation. Together with other sources of 

income, is there enough family income?  Is the balance sheet healthy and sustainable? 
 

3. Liquidation Plan 
 

 a. What needs to be liquidated?  Determine what needs to be liquidated based on your plans for the 
      future, the reality and needs of your current obligations, and the value of your assets.  

 b.  Know your “number”...what dollar amount and what type of assets are needed. 

    i. Know your negotiation and/or reserve price. 

 c.  Consider timing to maximize sale price and minimize tax consequences. 

    i. Is there value in waiting to sell? Cows sell better during better milk price times. 

   ii. Is there a scenario where enough assets can be sold today to cover current obligations, and 
       other assets held until prices are better? 

  iii. Selling across tax years (December/January) may help reduce taxes. 

 d.  How and Where to liquidate? 

    i.  Once you know what to sell, what will likely produce the best outcome? 

   ii.  Individual sale, sales barn, as a group to one buyer, as an entire operation to a new owner? 
 

Exit Story from a Real WI Dairy Farmer  
 I used to be a dairy farmer.  My wife and I were successful in a lot of ways that success is measured 
in our society.  We had a very good herd of dairy cattle that produced very well.  We started our farm busi-
ness from scratch, so we borrowed a lot of money.  Then came 2009 and the low milk prices coupled with 
high input prices.  It had been my lifelong goal to farm so the realization that those goals may not be the re-
ality I had envisioned was very hard to accept.  I held on longer than I should have from a financial stand-
point.  Mentally and personally, I was not ready to give up the dream.  Right or wrong, I held on a little 
longer than I should.  When I realized we could not dig out of our financial hole, WE began seriously look-
ing at selling the farm, or at least enough to manage the debt with other employment.  Making the decision 
to exit was not easy, but once the decision was made it felt like tons were lifted from our shoulders.  Both of 
us struggled for a time to find our bearings and get back on our feet, but we worked together through it and 
are stronger today because of it.  Here are a seven lessons we learned.  I hope they help: 
 

(1) there is life after cows and farming.  It will be different, but different doesn’t necessarily mean bad, just 
different. (2) Family is the number one priority. They are the one’s I can’t wait to see in the morning and 
again in the evening. Keep them close and involved in your planning process. (3) Faith helped and will al-
ways play a big role in my life.  If you are not a religious person, find something else that will anchor and 
give you real purpose and hope. (4) Go easy on yourself.  Make the best decisions you can based on infor-
mation and experience at the time. What happens after that is usually beyond  your control. (5) Related to 
#4, don’t get caught up in blaming others, it’s not productive and wastes a lot of energy. (6) Your skills, 
work ethic, and experience are more sought after than ever before. People willing and able to work long 
days under various conditions are always in high demand. (7) It’s expensive for a family to live.  Some ex-
penses can get blurred on a farm and easily overlooked as a family expense.  When the farm changes or 
ends, the family expenses don’t go away, in fact they may go up.  Planning and monitoring your family budg-
et is extremely helpful.  
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Waupaca County UW-Extension 
Courthouse 
811 Harding Street  
Waupaca,  WI 54981 

 
Important 

FSA Sign-Up / Deadlines!! 

Non-Profit Organization 
U.S. Postal Paid 

Waupaca, WI 54981 
Permit No. 3 
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Market Facilitation Program (MFP) Sign-up Now Open 

Market Facilitation Program (MFP) sign-up and payments are now available 
to local corn, soybean, wheat, dairy, and hog producers.  Payment will be 
made on the first half of a producer’s certified production. On or about 
December 3, if applicable, a second payment rate will be announced for the 
remaining 50 percent. MFP payments are available after harvest completed 
and certified. Final sign-up deadline is January 15. Don’t wait, schedule your 
appointment with Waupaca County FSA staff to receive your cash benefits 
as soon as possible. Call 715-258-7162 to schedule your appointment today. 
 

Fall Crop Reports 
Producers are reminded that crop reports for all perennial forage crops, 
including hay and grazing fields that will be carried over into the 2019 crop 
year, and fall seeded crops are required to be reported to FSA by November 
15, 2018. Contact the Waupaca County FSA office at 715-258-7162 to 
schedule an appointment. 

  

Upcoming Events: 
 

Oct 2-6 
World Dairy Expo 

Alliant Energy Center, Madison 
 

Oct 10 
Fall Field Day 

Boerst’s Farm, Manawa 
 

Nov 8 
Leadership Waupaca County 
Ag Program & Farm Tour 

First State Bank, New London 
 

Mark Your Calendar... 
 

Jan 8, 15, 22 
Cow College. 

 
Feb 14 

Forage Council winter Mtg 
Bear Lake  resort 

RETURN SERVICE REQUESTED 


