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2016 ESTATE & GIFT TAX RATES IN EFFECT 

Both federal and Minnesota estate tax exemptions increased for individuals 

dying in 2016.  The federal estate and gift tax exemption is $5.45 million per 

individual (up from $5.43 million in 2015). The Minnesota estate tax 

exemption is $1.6 million per individual.  Minnesota has no gift tax (though 

gifts made within three years of death can be included in the gross estate).  

If my estate is over the estate tax exemption will my heirs need 
to pay an estate tax? 

Not necessarily! Even though the Minnesota estate tax does not include 

provisions for “portability”, which allows couples to double their exclusion, 

Minnesota couples can effectively double their estate tax exemption through 

proper estate planning. This means a married couple can have an effective 

exemption amount of $3.2 million. Minnesota farmers may also take 

advantage of the Qualified Farm Land Deduction. In 2016, a farmer can 

deduct up to $3.4 million from his estate if the property qualifies – a huge 

savings! However, proper planning is a must. 

Q: How do I know if my property qualifies for the deduction? 

A: There are some basic requirements for property to qualify. First of all, the 

property must be class 2a property – which applies to most farmland. It must 

also be classified as agricultural homestead. Finally, the farm land must be 

owned by the farmer or a qualified entity (like an LLC or trust) for at least 

three years before the farmer’s death.  For these reasons, farmers must be 

careful when placing land in an LLC or trust to ensure they don’t lose ag 

homestead or run afoul of the qualified entity rules.   

Q: Do my heirs need to do anything special? 

A: Yes! While the requirements outlined above are necessary for the property 

to be eligible for the deduction, a qualified heir must agree to deduct the 

property. By deducting the property, the heir must agree to not sell the 

property for three years after the farmer’s death and the property must 

continue to be class 2a property.  

“Minnesota couples can effectively double their 

estate tax exemption amount through proper 

estate planning.” 

WARD & OEHLER, LTD.  
     Attorneys at Law 

 

FARM SHOW A 
SUCCESS 

Thank you to everyone who 

visited our booth at the 2016 

AgriNews Farm Show! 

While we always visit the 

show, this was our first year 

as an exhibitor. It was a great 

opportunity to visit with new 

and future clients and meet 

other agribusiness 

professionals in the area. 

Look for us at the Farm Show 

next year! 

 

 

 

 

 

 

 

 

Jason and Bill at the Farm Show booth.  

Robert Ward 

William Oehler 

Jason Wagner 



RETIRING WITHOUT THE TAX BITE 

Many retiring (or would-be-retiring) farmers face a looming income tax 

burden when they are finally ready to hang it up. In that final year, the 

farmer has stored grain to sell, deferred income, and perhaps a machinery 

sale, but no deductible input expenses for the next year. All of this leaves the 

retiring farmer with significantly more taxable income than ususal.  

The solution for some retiring farmers is a charitable remainder trust, 

or CRT. By using a CRT the retiring farmer can reduce, and sometimes 

effectively eliminate, the big tax hit. One way to do this would be to move 

stored grain into the CRT then have the CRT sell the grain. Since the CRT is 

a charitable entity, it pays no income tax. Instead, the farmer receives 

income from the CRT for a number of years and pays tax when the income is 

received. Meanwhile, the funds in the CRT can grow without the tax drag.  

When the trust is terminated, the remaining funds pass to a charity that the 

farmer selects. This could be a church, school, FFA, other charity, or 

multiple charities. If structured properly, the net result is that by spreading 

the income out over a number of years, delaying tax payments, and allowing 

the sales proceeds to grow, the farmer ends up better off financially than if 

he had just sold the grain outright and invested the proceeds. All this, with 

the added bonus of helping a favorite charity in a big way.   

IN THE COMMUNITY 

Jason Wagner presented on Estate 
Planning strategies for farmers, 
including charitable remainder trusts, 
in Goodhue, Lewiston, Kasson, Preston, 
and Rochester in the past few months. 

Bill Oehler joined a panel of 

hospitalists, physicians, and chaplains 

to address issues and concerns of dying 

in the modern health care environment 

in March. 

Ward & Oehler, Ltd. was a sponsor 

for the 11th  Annual Fundraiser for 

Legal Assistance of Olmsted County 

held on March 11, 2016.  
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