Advanced Planning: AG business case study
[Music begins]

Presenter: Hello and welcome to another AuguStar Financial podcast. My name is Jim
Barbee. I'm a member with the Advance Planning team at AuguStar. Today, I'd like to
talk about a recent agribusiness case involving a farm.

[Music ends]

Presenter: Although | should preface by saying most of the issues, client objectives and
solutions in this case are applicable to most types of businesses and industries.

So, the client in this case is a married farmer. He and his wife are both in their mid-fifties
and they have two adult children, a son, and a daughter. Unfortunately, the farmer and
his wife have not done a very good job of retirement planning or savings, and the farm
is the farmer's only real asset. So, when discussing succession planning, the first
thought was to simply leave the farm to the children.

The son, however, is a successful dentist with a lucrative practice, and he really doesn't
have much interest in owning or running the farm. The daughter, however, is currently
managing the farm running day-to-day operations, and is very hopeful that one day she
will inherit the farm. And so, when the client came to us, that was the succession plan to
just leave the farm to the daughter via the farmer's will.

But this raises two issues for the farmer. First, the farm is the only real source of income
for his wife. And so, if he leaves the farm to his daughter, his wife is going to be left
without any income, potentially creating a lot of financial problems down the road. The
second thing is the farmer would really like to equalize in his gifts at death.

He'd like to leave his wife, daughter, and son things of equal value. And if he leaves the
farm to his daughter, he won't be able to do that. In fact, he won't be able to leave
anything to his son or wife. So, what do we do? Well, we start by saying, what is this
farm actually worth? And you know, how can we divide it?

So, the agent and the client didn't really know. Our next step was to send them a two-
page data taker. The agent met with the client. They filled out the form together, and
then the agent mailed us back the form with three years of business tax returns. We
then generated four different ways to value the farm, and the farmer ultimately chose
that his farm was worth roughly $1.5 million after reviewing the report.

So, then we suggested, well, instead of leaving it to your daughter in your will, why don't
you sell it to her in a transaction financed with life insurance? This is how this works.



This is called a one way buy-sell. The daughter will be the owner and beneficiary of a
policy on her father's life. With a $1.5 million death benefit.

At her father's death, she will receive the $1.5 million income tax free. She can then use
it to buy the business interest from the estate. And if the mother is the beneficiary of the
estate, that $1.5 million can flow through to her, satisfying her income needs and
potentially staving off any financial problems. Okay, this sounds great, but then the
farmer says, well, how is my daughter going to finance these premiums?

| mean, she doesn't have the wherewithal to pay them with the salary that we pay her.
Now we pivot to something called an executive bonus. In this type of design, the farm
can actually pay the premium for the daughter and deduct it as long as the premium
amount is reasonable compensation. And the daughter then pays taxes on the premium
amount, and she doesn't pay the premium, just the taxes on it.

This worked out really well for the family, because father was actually in a much higher
tax bracket than his daughter, so the savings on his tax return far exceeded the
additional tax that she had to pay.

[Music begins]

Presenter: So that's problem one resolved. The next issue then is how do we equalize
between everyone? Well, this has got a far easier solution.

[Music ends]

Presenter: Father took out a policy on his own life and named his son as the
beneficiary of it for $1.5 million. So, let's recap. At father's death, the daughter will
receive $1.5 million income tax free of life insurance benefits.

She then uses it to buy the business interest from the estate, and that money flows
through to her mom to take care of income and financial needs. The son will also
receive a $1.5 million death benefit income tax free. And of course, the daughter has the
farm worth roughly $1.5 million. We've now solved the second objective or second issue
for the farmer.

Everyone's happy. Everyone's receiving something of value.

[Music begins]

Presenter: Roughly $1.5 million. | do want to note that we used a lot of advanced
planning material. in this case, they're all available on our website. | hope you'll check
out our website. For example, we use the two-page business valuation data taker. We
use advisor only and client-approved pieces on one-way buy-sells, executive bonus,
how to equalize an estate with life insurance. And we use several of our new



agribusiness pieces, including a data taker, a legacy succession planning guide and
estate planning guide.

[Music begins]

Presenter: | hope you've enjoyed this brief discussion of this case, but more so, | hope
that you'll call us with your cases so we can talk them through, help you come up with
solutions, maybe some marketing materials to use.

Again, my name is Jim Barbee. Thanks for listening. Today.

Announcer: This podcast is designed for financial professional use only and is not for
use with the general public. It is not a guarantee of success and individual results may
vary. The material discussed provides general information and should not be taken as
specific legal or tax advice. Clients should seek the advice of a qualified tax or legal
professional for their specific situation.

Products may be issued by AuguStar Life Insurance Company or AuguStar Life
Assurance Corporation, members of Constellation Insurance Inc family of companies.
Product, product features, and rider availability vary by state. Guarantees are based on
the claims-paying ability of the issuers. Issuers not licensed to do business in New York.
Our home offices are located in Cincinnati, Ohio.

This podcast was produced in September 2025 and is filed as 10393FMP.

[Music ends]



