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Sell the Farm
Pay Zero Tax

As couples reach retirement age, those that have built their lives around the family farm
in America and/or have acreage in rural communities, are facing a new dilemma. The
farm and land represent their most significant assets, their residence is on the land, and
leasing the farm will only produce 2% to 3% of its present value.

There are several options that make it
possible to sell your farm, increase
your income during retirement, and
even avoid moving from the family
home. An illustration of Bill and Mary's
story is below.

Sell the Land - Pay Zero Tax
If Bill and Mary own farmland valued at
$600,000, in our example, half of the land
is transferred into a charitable remainder
unitrust (CRT) and sold by the trust. There
is no capital gains tax, and the couple
receives a significant charitable income
tax deduction.

The remainder of the land is sold for the
fair market value of $300,000. Thanks to
the tax savings generated by the trust, the
net result is that the couple owes no tax.

For the remainder of their lives, the trust
will pay them $18,000 a year, an increase
over what the land had been generating!
Upon their deaths, the value remaining in
the CRT results in a gift to charity of more
than $380,000.

The Right to Live in Residence
Let's assume that the fair market value of
the homestead is $150,000. First, they
retain their homestead. Next, they deed the
homestead to charity while retaining the
right to use the homestead for life. The
couple will benefit from an immediate
charitable income tax deduction of
approximately $37,000.

The Life-Income Trust
Of course, most farms consist of more
than the land. In our example, there is
another $200,000 of value in cattle, crops
and machinery. The sale of the livestock,
crops and machinery would typically
produce a substantial ordinary income tax!
If, however, they were to transfer these
assets into a unitrust, there would be no
tax on the sale, thereby leaving the full
$200,000 to be invested. Praise God!

This trust will generate an additional
$12,000 of income for Bill and Mary in the
first year of their retirement. Upon their
passing, the remaining value in this trust
also passes to charity.

A Springboard to the
Golden Years
Selling the farm after a life-long
commitment to farming can mark the
beginning of a new and exciting era.
Thanks to a number of planning options,
your farm can be used to provide for you
and your family in your retirement years.

The Office of Stewardship and
Development can provide a personalized
illustration with benefits for your situation.
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