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Gifting strategy saves tax
OM Johnson just left my office; he was
in to do some income tax planning.
Tom has the same situation that many
of my clients have. He will owe a large
amount of income tax on his 2010 crop.
I suggested that Tom has too much
grain and needs to give some of it away.
While Tom disagreed, saying one can never
have too much grain, he was willing to consider a gifting program.
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Gifts are generally taxable. However,
there are two ways to avoid the tax.
The first is to limit annual gifts to one

person to $13,000 or less. This $13,000
amount is called the annual exclusion and
is available to everyone. The annual exclusion applies to a gift to a single person —
thus, the $13,000 annual gift can be made to
multiple people. For example, during 2010,
Tom can give his daughter $13,000, his son
$13,000, his daughter-in-law $13,000 and
his grandson $13,000.
Furthermore, he can split the gift with
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his wife, even though it is Tom’s property.
For example, Tom can give grain to
each member of the family. Since it is
Tom’s grain and not his wife’s, he can use
split-gift rules to give each family member
$26,000 worth of grain. This will use up his
wife’s annual exclusion, as well. In this example, Tom has four family members, and
he and his wife can annually give a total of
$104,000 free from gift tax.
In addition to the annual exclusion, gift
tax law also allows a lifetime exclusion.
At this writing, the lifetime exclusion is
$1 million per person. The lifetime exclusion is over and above the annual exclusion. Thus, in 2010 Tom can give his son
$1,013,000 without having to pay gift tax.
However, the $1 million lifetime exclusion is not per recipient. Thus, if Tom gives
each of his four family members $250,000
in excess of the annual exclusion, he will
have used his $1million lifetime amount.
Keep in mind that Tom’s wife also has a
$1 million exclusion, so the couple can give
$2 million to their family, plus $104,000 per
year without triggering gift tax.
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The Twin-Row Difference is Staggering.
Last season, thousands of acres of twin-row crops delivered signiﬁcant yield
increases. Twin-row delivers a larger root mass, improved plant canopy and
superior light utilization in all crops. Combining the latest genetics, with higher
per acre plant populations on staggered twin-rows, is unlocking breakthroughs
and removing barriers in yield technology.
Great Plains is a proud sponsor of Twin-row.com and offers the industry’s largest
line-up of Yield-Pro® Twin-Row capable planters. With models ranging from
4-row 30 inch to 48-row twin-row, they deliver the productivity, maneuverability
and control you need for high-population planting. See all the groundbreaking
advantages for yourself at www.greatplainsmfg.com

Sponsored by:
Listen to
Twin-Row
Producers

Calculate
Twin-Row
Proﬁt

´6HWWLQJWKHSDFHWKURXJKLQQRYDWLRQµ
ZZZJUHDWSODLQVPIJFRP

Great Plains Manufacturing, Inc.
1525 E. North St., Salina, KS 67401
800.255.0132
©2010 Great Plains Manufacturing, Inc.
All Rights Reserved.

This brings us back to tax planning and the
large 2010 crop.
Tom could use his annual $13,000 gift
amount to give family members grain
rather than cash. This means he will not
have to pay tax on the grain prior to the
gift. The downside is that the recipient of
the gift will have to pay the tax because
Tom deducted his expenses for growing
the crop on his Schedule F.
However, if the grain given as a gift is
over a year old when sold, the gifted grain
will qualify for long-term capital gain rates
in the hands of the recipient.
In 2010, those rates are 0% federal for
low-income recipients and 15% federal for
high-income recipients. Minnesota also
taxes this income at regular Minnesota
income tax rates.
The giver will avoid both regular
income tax and self-employment tax on
the gifts.
For example, Tom and his wife are in
the 25% federal income tax bracket and
will be paying self-employment tax on the
grain when they sell it. Instead of selling
the corn, they give their son John 5,200
bushels in December 2010. This corn has a
fair market value of $5 per bushel, thus the
total value of the gift is $26,000. The grain
was harvested in 2009, so it is a year old.
When John sells the grain he will report
it as a long-term capital gain. John’s longterm capital gain rate is 0% federal so he
will owe no federal tax, and since he lives
in South Dakota, he pays no state income
tax. Tom and his wife save about $3,674 in
self-employment tax and $7,743 in federal
and Minnesota income taxes by not selling
the grain.
As always, consult with an experienced
tax adviser before proceeding.
Anderson is a farm financial management consultant in Redwood Falls. E-mail
him at bob@farmfinancialsolutions.com.

