
use of valuation discounts in determining fair market value for gift tax 

purposes. The 2010 Tax Act does not include any restrictions on the 

use of valuation discounts. For now, valuation discounts remain an 

important tool to be used with the $5 million exemption to leverage 

gifts of closely-held business ownership interests.

Minnesota Gift and Estate Tax

Currently, Minnesota does not have a gift tax. Minnesota has an 

estate tax with a maximum estate tax rate of 16% for gross estates 

of $10 million or more. The filing requirement for the Minnesota estate 

tax is $1 million.

Opportunities and Advantages of Gifting

The dramatic increase in the gift tax exemption was unexpected and 

presents new opportunities to transfer wealth to children or future 

generations. Advantages of gifting include the following:

1.	 A gift removes future appreciation on the property from the estate  

	 and, thus, is more effective than a transfer at death.

2. A transfer is more tax-efficient if made during lifetime due to  

	 differences in the way the gift tax and the estate tax  

	 are computed.

3. Transfers can be made in trust as well as outright. Transfers in  

	 trust during lifetime allow a parent or grandparent the opportunity  

	 to guide the recipient on the wise use of the assets transferred.

Disadvantages of Gifting

Lifetime gifts have the following disadvantages:

1.	 To make a completed gift, the donor must relinquish all control 

	 over the property given.

2.	 The recipient of the gift must use the donor’s basis  

	 (“carryover basis”) in determining gain or loss on a  

	 subsequent sale of the property. If the recipient received   

	 the property as a result of the death of the donor, the  

	 recipient’s basis in the property is “stepped-up” to fair  

	 market value as of the donor’s death. Gifting leads to higher taxes  

	 than transfer upon death if the value of the property appreciates  

	 in the hands of the recipient.

3.	 The 2010 Tax Act expires on December 31, 2012. Thereafter,  

	 the gift and estate tax exemptions will be $1 million unless  

	 Congress takes further action. One action Congress could take  

	 is to lower the gift and estate tax exemptions to something  

	 between $1 million and $5 million. If the estate tax exemption is  

	 less than $5 million at the time of a donor’s death, there is a risk of  

	 additional estate taxes being imposed on the donor’s estate as a  

	 “clawback” of the tax benefits of utilizing the higher gift  

	 tax exemption.

The dramatic change in the gift tax exemption is available for only 

two years. Further, Minnesota could enact a gift tax in the coming 

years. Those who see opportunities in the current law should  

act soon.

Holiday Giving
Moss & Barnett is committed to giving back to the community, 

and this year we were honored to participate once again in  

Sponsor-A-Family, a holiday project of Catholic Charities of St. Paul 

and Minneapolis. This was Moss & Barnett’s 20th year participating in 

this important community outreach program. Sponsor-A-Family helps  

low-income families and individuals in the Twin Cities area celebrate the 

holiday season. Participating family members prepare a list of desired 

items (e.g., clothing, household items, toys), and Moss & Barnett 

employees donate time and money to purchase the listed items, as well 

as a grocery store gift certificate to provide a holiday meal for the family. 

You can learn more about Sponsor-A-Family at sponsorafamily.org.
Julie Donaldson, Personnel Administrator, and Lori O’Donnell,  
Facilities Manager, with gifts for this year’s family
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