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is one 

of the leading causes of the breakup of multi-generation family 

ranches. A 10-year phase out of the estate tax to full repeal took 

effect in January 2010, but without further action by Congress and 

the Administration, the tax is scheduled to be reinstated January 

1, 2011 at the 2001 levels. The 2001 levels range from 37 percent 

to 55 percent with a $1 million per spouse exemption. This tax 

structure is detrimental to family ranches. 

 A variety of legislation has been filed that would provide relief 

in the tax code from the estate tax for family ranches, property 

owners and small business owners, such as making the repeal 

permanent, raising exemption levels, lowering the tax rate, and 

providing an exemption for agriculture production assets.

 As the American people voted on November 2, 2010, the 

National Cattlemen’s Beef Association (NCBA) issued a reminder 

to the current members of the U.S. House of Representatives and 

U.S. Senate that there is still work to be completed in the 111th 

Congress, including fixing the estate tax.

 “We’re all playing the parlor game in Washington trying to 

guess what Congress will decide to consider during the lame-duck 

session,” said NCBA Vice President of Government Affairs Colin 

Woodall.  “But NCBA’s top priority is to stop the death tax from 

returning to a 55 percent rate on all property over $1 million and 

provide family farmers and ranchers with some needed relief and 

certainty. If nothing is done, the death tax will hit a lot of cattle 

operations, a lot of family farms, and we can’t let that happen.”

 Dave Scott, rancher and president of the Texas and 

By Carolina Clark
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Southwestern Cattle Raisers Association (TSCRA) says, “A million 

dollars sounds like a lot of money, but when you are talking about 

ranchers, very few of us are millionaires. While most ranching 

assets have increased in value, margins in the ranching business 

are thin and cash isn’t readily handy. 

 “If Uncle Sam comes knocking on my door and demands 

millions in taxes, I have no choice but to sell off my family’s assets 

to come up with the cash. Piece by piece, my family’s culture and 

heritage is sold off to pay the tax bill,” he continued.

 It is important to note that legislation eliminating the estate 

tax completely has been introduced in both the House and 

Senate in many forms since 2001.  However, Sessions of Congress 

last two years, and at the end of each session all proposed bills 

and resolutions that haven’t passed are cleared from the books.  

Members often reintroduce bills that did not come up for debate 

under a new number in the next session.  

 While the NCBA continues to support a full repeal of the 

estate tax, Woodall considers a full repeal unachievable at this 

point given the current climate in Congress.  Therefore, the 

NCBA supports an amendment (HR 3905) introduced in the 

Senate by Blanche Lincoln (D-Ark.) and Jon Kyl (R-Ariz.) and in 

the House by Shelley Berkley (D-Nev.) and Kevin Brady (R-Texas) 

to increase the exemption level to $5 million and reduce the rate 

to 35 percent. The proposal also ensures that any relief related 

to the exemption is tied to inflation and that a stepped-up basis 

is included. Woodall said NCBA also supports proposals for an 

estate tax exemption for agriculture.  

 “Whether they won reelection or they’re headed out the door, 

we’ve got to get all members of Congress focused on fixing the 

death tax,” Woodall said. “Our success in stopping it depends 

on a strong grassroots effort from NCBA members, all cattle 

producers, farmers and landowners and small business owners 

across the country. Our industry has had a rough two years with 

this Administration and this Congress, and while we’re looking 

forward to working with the newly-elected Congress on critical 

issues dealing with tax, international trade and environmental 

policy, we’ve first got to stop the death tax from hitting thousands 

of cattle producers on January 1, 2011.”

 In addition to the dramatic estate tax hike, potential increases 

on capital gains, income and dividend taxes are on the horizon.  

If Congress continues to sit idle on these taxes, the 33 percent 

income tax rate could return to 36 percent. The 35 percent rate 

would return to 39.6 percent. These increased tax rates would 

affect small business, including ranching families, earning at least 

$200,000 annually. The current 15 percent capital gains tax will 

increase to 20 percent. The dividends tax rate will increase from 

15 percent back to income tax rates, which means up to 39.6 

percent.

 “Win or lose, members of Congress must come together 

during the Lame Duck session to reform taxes that are scheduled 

to expire at the end of this year,” Scott continued. “If they fail to do 

so, Texas ranchers will pay the price.”

 In a congressional report following the recent Republican 

victory in the House and gains in the Senate, President Obama 

said that it was imperative for Congress to resolve the tax issue 

in the post-election lame-duck session and that his primary goal 

is making sure the tax cuts for middle-income families do not 

expire, as scheduled, on Dec. 31.  

 Unlike his previous statements on the issue, he did not express 

opposition to also extending the upper-income tax rates, as 

Republicans want — a shift that appears to reflect the balance 

of power set to take hold in January and growing GOP leverage.  

While the White House seems to be open to a full extension of the 

soon-to-expire 2001 and 2003 tax cuts, what will actually happen 

is yet to be seen.  

 Lance Jones, a Canyon-based CPA / Shareholder of Brown, 

Graham & Company, PC, offers some advice on how to prepare.  

“If nothing changes in Congress and we remain at a $1 million 

exemption for 2011, there are still some options to be had.  One 

is to deal with the issue through purchasing a life insurance policy 

and establishing an irrevocable trust to pay for the estate taxes. 

However, this can be expensive.

 “Another option is to create minority ownership through 

a limited partnership.  I’d definitely encourage folks to take 

advantage of gifting assets up to the allowable $13,000 (or $26,000 

per couple) each year. All of these vehicles will help defray the 

taxes owed by those who inherit the estate,” says Jones.  His 

practice focuses on income tax preparation and consultation, as 

well as estate planning.   

 D. Lynn Tate, a Shareholder of Underwood, Wilson, Berry, 

Stein and Johnson, P.C., agrees with Jones.  “This is a very timely 

issue.  Just about anyone involved in agriculture is about to have 

problems with estate taxes,” Tate says.    

 Tate encourages individuals to take the time now, before the 

end of the year, to become informed about his or her estate and 

plan accordingly.  “Don’t forget that equipment holdings are also 

considered taxable assets.  Start doing the math.  With a couple 

tractors and a combine, it isn’t hard to rack up more than $1 

million in heavy machinery.  Also, be very careful that you don’t 

give everything outright to your spouse, as there is a $1 million per 

person exemption. It’s a very common mistake,” Tate notes.    

 The Amarillo-based attorney is well-versed when it comes to 

Agriculture in the Texas Panhandle.  Legally, he represents both 

agricultural-based businesses and families, including significant 

clients involved in the dairy expansion in this area.  Personally, 

Tate is a landowner with major farming and ranching interests.  
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 He notes, “Commodity prices – cotton, corn and all the grains 

– are high and will most likely keep going up.  Land values are 

escalating as well.  For instance, one very well irrigated piece of 

land in this area was going for $1500 an acre six months ago.  

Today it’s listed for $1850 an acre.  I feel very confident they will 

get that amount for it too.”   

 For perspective, consider that the average appraised market 

value of a farm, ranch or forest land in Texas was $1,196 per acre in 

2007 – a 140 percent increase since 1997.  Such escalation of land 

values forces many farmers and ranchers to make a hard choice 

between cashing out or hanging on, and discourages new farmers 

and ranchers from even trying.

 According to the National Cattlemen’s Beef Association 

(NCBA), 97 percent of American farms and ranches are owned 

and operated by families.  Farm and ranch estates are five to 

20 times more likely to incur estate taxes than other estates. 

According to the USDA Economic Research Service, one in 10 

farm estates (farms with sales of $250,000 or more annually) were 

likely to owe estate taxes in 2009.  The estate tax is considered to 

be one of the leading causes of the breakup of multigenerational 

farms and ranches.

 Such fragmentation into smaller operations threatens the 

economic sustainability of farming and ranching.  In 2007, fewer 

than 50% of all agricultural holdings with less than 500 acres in the 

state reported generating a profit.  When properties splinter into 

smaller parcels, agriculture, wildlife and rural economies suffer.  

As our nation counts down the final days of the 111th Congress, 

many things are uncertain, except death and taxes. Get ready. �
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