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Making charitable contributions with commodities is a well-known strategy used by farm 
families for saving taxes. For those who give in commodities, the cost of raising the commodities 
is deducted on Schedule F, and there is no income recognized on the donated commodity.  
 
Normally, charitable contributions are deductible on Schedule A of a tax return as an itemized 
deduction. If the donation is in cash, the contribution is a straight forward deduction. If the gift is 
property that would result in a capital gain if sold, the deductible amount is the fair market value 
of the property.  Farm raised grain and livestock do not fall into this category; these products are 
deductible at their tax basis. There is zero basis for most raised commodities, because the cost of 
raising the grain or livestock has already been deducted as a farm business expense. Thus, no 
deduction results from the contribution. 
  
Commodity contribution savings 
With today’s large standard deduction (for 2005 it was $10,000 for a couple filing jointly) it is 
often a stretch for farm families to take advantage of itemizing deductions; they are less likely 
than other families to have a large home mortgage, which provides a large interest deduction. If 
the farm family is unable to itemize, they still get the standard deduction. For example, if a 
family with few other deductions makes a $5000 church contribution in cash, they won’t save 
any taxes from the contribution because they will use the standard deduction. If the family makes 
the same contribution in grain, the family will have $5000 less farm income and save 
approximately $1000 in federal and state income taxes if they are in the 15% federal tax bracket.  
 
A second savings comes from lower self-employment taxes. If the grain is donated to charity 
rather than sold, the grain will not be taxed as income on Schedule F, so there will be no Social 
Security taxes on the income saved. In our example above, the family will save $706 in self 
employment taxes. The downside to lower self employment payments, of course, is the negative 
effect on the amount of social security the taxpayer will receive in retirement. 
 
A lesser-known advantage of commodity contributions has to do with the income limitation on 
donations. If cash donations exceed 30% or 50% of adjusted gross income, depending on the 
charity involved, that excess contribution is not deductible in the year of donation and must be 
carried forward. If commodities are donated instead, there’s no restriction on the amount. For 
example, a family with an adjusted gross income of $50,000 wishes to give $30,000 to the 
church. If the donation is made in cash, the family will receive a tax benefit in the year of the 
donation on only $25,000 of the donation.  However, if they make the donation in commodities, 
they will receive a tax benefit from the entire donation in the year of the gift. 
 
Follow proper procedures 
If you are going to donate commodities, particularly grain, take some precautions to make the 
donation properly.  



 
The commodity should be put into the name of the charity when it is delivered. In the case of 
grain donations, the storage receipt should name the charity as the owner, not the producer. That 
receipt should be delivered to the church, along with a notification from the donor that the 
commodity belongs to the charity. The charity should then make the sales decision.  
 
It is not necessary to deliver grain raised in a previous year to the elevator. However, in years 
with large loan deficiency payments, producers need to be aware that they must hold beneficial 
interest in the grain to receive an LDP. For grain stored on the farm, this is not a problem.  The 
LDP can be taken while the grain is in home storage, then title to the grain can be given to the 
charity at the time of delivery. As always, consult with your tax advisor if you are unclear on the 
rules. 
 


