President’s Message
In no other industry
or place can we
recognize spring more
than in agriculture
and rural America.
From trees blooming,
grass getting greener,
time changing and
Michael R. Morton
days getting longer,
and folks scurrying around their farms making
preparations for planting; everything in rural
America says springtime is here. One of the most
intriguing aspects of agriculture is the opportunity
to be involved throughout the entire life cycle.
We prepare, plant, nurture, harvest, and then we
have springtime and start all over again. So it is
with farming, so it is with business, and so it is
with life.
At Carolina Farm Credit, just as on your
farm, we have closed out 2010 and started our

process all over again to ensure your financial
needs are being met. I hope you have had a
chance to review our recently published 2010
Annual Report. We had another very successful
year and again, your Board of Directors declared
a patronage refund which was paid in April. We
exceeded our goal of returning 20 cents on every
dollar you paid in interest as our 2010 patronage
refund represents 23.5 cents of each dollar
of interest.
Additionally, we held Customer Appreciation
Events (CAE) in each of our 36 service centers
during April to distribute patronage checks and
say thank you for your business. We hope you
enjoy the CAEs as much as we do. It’s always
nice to sit and visit with members that we don’t
see on a daily basis, especially since we consider
our customers as friends and family.
In March, we completed our 11th annual
Agricultural Leadership Institute in Asheville.

This year we hosted 17 young, beginning,
small, or minority farm couples for a weekend
of education which is designed to better enable
them to be successful in agriculture and establish
relationships with other similar producers across
our territory. We have also just completed our
second year of the Ag Biz Planner program. This
program involved 11 young, beginning, small, or
minority farm couples and provided additional
education to include the actual preparation of a
business plan for each operation. I continue to
be impressed with the quality of the individuals who are involved in agriculture and attend
these programs. It is very rewarding to have the
opportunity to invest in the future of N.C. agriculture by investing in the lives of these folks.
Each year I come away more convinced than ever
that the future of agriculture, in our area, is in
good hands. n

Carolina Farm Credit Issues Patronage Refunds
Each of Carolina Farm Credit’s 36 service centers
held customer appreciation events in April where
patronage checks were distributed to members.
The amount of patronage totaled nearly
$18 million. Borrowers received a refund of
23.5 percent of the interest that accrued on their
loans in 2010. A cash refund of $5.4 million was
paid, and the remainder was placed in allocated
capital accounts for future revolvement. Since

1988, Carolina Farm Credit has declared patronage
totaling more than $355 million to be paid to its
member-borrowers through patronage refunds and
retirements of allocated surplus.
“Carolina Farm Credit had another successful
year in 2010. We’re pleased to be able to share our
success with our borrowers by putting our profits
in their pockets,” said Tommy Porter, Chairman
of the Carolina Farm Credit board. n

The amount of patronage totaled nearly $18 million. Borrowers received a refund of 23.5 percent
of the interest that accrued on their loans in 2010. A cash refund of $5.4 million was paid, and the
remainder was placed in allocated capital accounts for future revolvement.
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BOARD OF DIRECTORS:
Thomas E. Porter, Jr., Chairman | Joseph A.“Joe” Lail, Vice-Chairman | John M. Barnard | E. Bernard Beck
W. Rex Bell | Mark A. Bray | Herbert R. Cheeks | David M. Coltrane | Charles L. “Butch” Deal | Bobby Joe Gambill
W. Stephen “Steve” Love | Bobby J. “Bud” Matthews | R. Dwayne Myers | Clark M. Newlin | Tony L. Ragan
Lewis E. Smith | Vickie N. Smitherman | L. Kim Starnes | Dr. Alton Thompson

Director Elections Schedule
Director Elections are scheduled for later this fall. As a member-stockholder, the Board of Directors represents you and your interest in Carolina Farm
Credit, making your vote very important. A ballot will be mailed to each eligible voting stockholder. Directors whose terms expire in 2011 are as follows:

Region 1

Region 2

Region 3

Region 4

Charles L. Deal

R. Dwayne Myers

Bobby J. Matthews

Thomas E. Porter, Jr.

Clark M. Newlin

MACON COUNTY

WILKES COUNTY

YADKIN COUNTY

CABARRUS COUNTY

ALAMANCE COUNTY

Please note the dates so you will know when to
expect and return your ballots by mail and when
the results of the election will be complete. n

August 1
August 16
August 29

Annual Meeting Notice Mailed
Annual Meeting
Ballots Mailed

Region 6

September 20 Polls Close
September 21 Results Announced

Carolina Farm Credit Holds 11th Annual
Ag Leadership Institute
Carolina Farm Credit recently held its 11th annual
Agricultural Leadership Institute in Asheville, NC
at the Grove Park Inn. This educational conference
brings together and celebrates young, beginning,
small and minority farmers. It was created to
equip these farmers to meet the challenges of
modern agriculture and encourages the sharing
of ideas and networking within the industry. This
year’s 31 participants were couples or individuals
from farms across Carolina Farm Credit’s
territory and were selected for their leadership
and achievements.
The dynamic and interactive three-day
seminar was led by Dr. David Kohl, professor
emeritus at Virginia Tech and professional
speaker and Dr. Alex White, Virginia Tech
Professor in the Department of Agriculture and
Applied Economics. Dr. Kohl focused on the
“Mega Trends of Agriculture” and “Tools &
Rules” of a successful operation. His topics are
designed to enlighten and help participants meet
the daily challenges of modern agriculture while
maintaining balance between family business,
family life, and personal life. Dr. White conducted
the DISC personality profile on the attendees
and discussed how to work and interact with
different personalities.

Other speakers for the Institute included;
Dr. Michael Walden, William Neil Reynolds,
Distinguished Professor of Agriculture and
Resource Economics, North Carolina State
University; Mike Morton, CEO of Carolina
Farm Credit; Dr. Ted Katsigianis, Vice President
of Agriculture at the Biltmore Company; Tom
Haarmann, Manager of Financial Services with
Carolina Farm Credit; and Dr. Michael Hester,
Director of the Pastoral Counseling and Growth
Center in Asheville. The group enjoyed a reception
and dinner at the Grove Park Inn on Friday
evening that several state representatives, senators,
and congressional aids also attended. They took a
tour of the Biltmore House on Saturday, had lunch
at the Lioncrest and enjoyed dinner at various
local restaurants.
The participants voted to send five
outstanding couples to the North Carolina
Cooperative Leadership Conference in Pawley’s
Island, S.C. later this year. The five outstanding
couples are
Josh & Tori Hudgins, Statesville, N.C.;
Michael & Renee McPherson, Mebane, N.C.;
Paul & Patricia Talley, Stanfield, N.C.;
Marty & Michelle Waters, Lenoir, N.C.;
and Jason & Heather Wright, Franklinville, N.C.

Attendees of the 2011 Ag Leadership
conference were
John & Heather Blythe, Penrose, N.C.;
Roy Carver, Roxboro, N.C.;
Seth & Jenn Church, Hays, N.C.;
Ben & Anna Eason, Waynesville, N.C.;
Matt & Kaye Harris, Mooresboro, N.C.;
Josh & Tori Hudgins, Statesville, N.C.;
Patrick & Leslie Lancaster, Hendersonville, N.C.;
Chad & Susan Matthews, East Bend, N.C.;
Michael & Renee McPherson, Mebane, N.C.;
Jared & Colleen Porter, Concord, N.C.;
Rodney & Allison Purser, Charlotte, N.C.;
Paul & Patricia Talley, Stanfield, N.C.;
Marty & Michelle Waters, Lenoir, N.C.;
Robert & Katie Wise, Lincolnton, N.C.;
Jason & Heather Wright, Franklinville, N.C.;
Houa “Jim” Xiong & Maykia Yang,
Carthage, N.C. n
Visit our website for photos of the participants.

Business Succession Planning
When developing a succession plan for your
business, you must make many decisions.
Should you sell your business or give it away?
Should you structure your plan to go into effect
during your lifetime or at your death? Should
you transfer your ownership interest to family
members, co-owners, employees, or an outside
party? The key is to pick the best plan for your
circumstances and objectives, and to seek help
from financial and legal advisors to carry out
this plan.

Selling your business
Selling your business outright
You can sell your business outright,
choosing the right time to sell—now, at your
retirement, at your death, or anytime in between.
The sale proceeds can be used to maintain your
lifestyle, or to pay estate taxes and other final
expenses. As long as the price is at least equal
to the full fair market value of the business, the
sale will not be subject to gift taxes. But, if the
sale occurs before your death, it may result in
capital gains tax.

Private annuity

Gifing your business

With a private annuity, you transfer your
ownership interest in the business to family
members or another party (the buyer). The
buyer in turn makes a promise to make periodic
payments to you for the rest of your life (a single
life annuity) or for your life and the life of a
second person (a joint and survivor annuity).
Again, because a private annuity is a sale and
not a gift, it allows you to remove assets from
your estate without incurring gift or estate taxes.
Until very recently, exchanging property
for an unsecured private annuity allowed you to
spread out any gain realized, deferring capital
gains tax. IRS regulations have effectively
eliminated this benefit for most exchanges,
however. If you’re considering a private annuity,
be sure to talk to a tax professional.

If you’re like many business owners, you’d
prefer to have your children inherit the result
of all your years of hard work and success.
Of course, you can bequeath your business in
your will, but transferring your business during
your lifetime has many additional personal and
tax benefits. By gifting the business over time,
you can hand over the reins gradually as your
offspring become better able to control and
manage the business on their own, and you can
minimize gift and estate taxes.

How a Buy-Sell Agreement Works
Agreement

Transferring your business with a
buy-sell agreement
A buy-sell is a legally binding contract
that establishes when, to whom, and at what
price you can sell your interest in a business.
A typical buy-sell allows the business itself or
any co-owners the opportunity to purchase your
interest in the business at a predetermined price.
This can help avoid future adverse consequences,
such as disruption of operations, entity dissolution, or business liquidation that might result in
the event of your sudden incapacity or death. A
buy-sell can also minimize the possibility that
the business will fall into the hands of outsiders.
The ability to fix the purchase price as the
taxable value of your business interest makes a
buy-sell agreement especially useful in estate
planning. Agreeing to a purchase price can
minimize the possibility of unfair treatment to
your heirs. And, if your death is the triggering
event, the IRS’ acceptance of this price as the
taxable value can help minimize estate taxes.
Additionally, because funding for buysells is typically arranged when the buy-sell is
executed, you’re able to ensure that funds will
be available when needed, providing your estate
with liquidity that may be needed for expenses
and taxes.
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Buy-sell is established with a separate agreement or is created
by including buy-sell provisions in a business’ operating
agreement.

2

The plan is generally funded in some manner.

3

Upon a triggering event (as defined in the agreement), an
owner’s interest is purchased by either the business itself or
the other owners. Price is determined according to the terms
of the agreement.

Self-canceling installment note
A self-canceling installment note (SCIN) allows
you to transfer your interest in the business to a
buyer in exchange for a promissory note. The
buyer must make a series of payments to you
under that note, and a provision in the note
states that at your death, the remaining payments
will be canceled. Like private annuities, SCINs
provide for a lifetime income stream and they
avoid gift and estate taxes. But unlike private
annuities, SCINs give you a security interest in
the transferred business.
Thomas Haarmann, J.D.
Manager Financial Services
P.O. Box 1827
Statesville, NC 28687
704-761-2869
thaarmann@moneyconcepts.com

Gifing your business using trusts
You can make gifts outright or use a trust.
You can even structure a trust so that you keep
control of the business for as long as you want.
You can establish a revocable trust, which will
bypass probate and allow you to change your
mind and end the trust, or an irrevocable trust,
such as a grantor retained annuity trust (GRAT)
or a grantor retained unitrust (GRUT) that can
provide you with income for a specified period of
time and move your business out of your estate
at a discount.

Gifing your business using a
family limited partnership
You can transfer your business interest using
another entity, such as a family limited partnership (FLP). An FLP is a limited partnership
formed to manage and control a family business.
You (and your spouse) can be the general partners, retaining control of the business itself and
receiving income from the business, while your
children can be limited partners. By transferring
the business to an FLP, you may be able to use
valuation discounts and substantially reduce the
value of the business for tax purposes by making
annual gifts to the limited partners.
Gifting your business interests can minimize gift
and estate taxes because:
• It transfers the value of any future appreciation in the business out of your estate to your
heirs. This can be especially valuable if
business growth is expected.
• Gifts of $13,000 per recipient (in 2010) are
tax free under the annual gift tax exclusion.
• Aggregate gifts up to $1 million are tax free
under your lifetime exemption.
• Partial interest gifts, as with GRATs, GRUTs,
and FLPs, may be valued at a discount for
lack of marketability or restrictions
on transferability. n

INDEPENDENT CONTRACTOR OF MONEY CONCEPTS INTERNATIONAL, INC. All securities through Money Concepts Capital Corp.
Member FINRA/SIPC 11440 Jog Road; Palm Beach Gardens, FL 33418-3764; (561) 472-2000. Not FDIC Insured, No Bank Guaranteed, Accounts May Lose Value.
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Find us on Facebook and be sure
to sign up for our e-newsletter!

AgBiz Planner
Participants
Graduate
Eleven Carolina Farm Credit couples/participants
were among the second group of 28 farmers from
across the state that recently completed the Farm
Credit University (FCU) AgBiz Planner program.
The program, funded in part by a grant from the
Tobacco Trust Fund Commission, is aimed at
helping young, beginning, small, and minority
farmers gain the business and financial skills to
successfully manage and grow their operations.

Save Money on
Vehicle Purchases
through CFC Lease
Programs

The group successfully completed the
college-level, online course over several months,
learning how to develop business and financial
plans, as well as budgeting and management skills.
The on-demand, 10-module online computer
course is part of the Farm Credit University and
was designed by Dr. David Kohl, a retired Virginia
Tech professor known for his agricultural financial
and business management expertise.
The participants kicked off the course with a
video conference in November and ended it with
a two-day conference in Raleigh in March, cosponsored by Carolina Farm Credit, AgCarolina
and Cape Fear Farm Credit.
Carolina Farm Credit CEO Mike Morton
reports, “We are pleased these educational
opportunities so our farmer-customers can learn

and benefit in ways that are certain to enhance
their farming operations.”
The AgBiz participants from Carolina Farm
Credit were
Thomas & Tommie Blue, Aberdeen, N.C.;
Patrick Brennan / Summers Brennan,
Kernersville, N.C.;
Richard & Keshia Enoch, Burlington, N.C.;
Patrick & Nicki Florence, Cedar Grove, N.C.;
Lelia Gentry, Timberlake, N.C.;
John & Tina Gross, Sanford, N.C.;
Michael & Renee McPherson, Mebane, N.C.;
Darrell & Melissa Merritt, Dobson, N.C.;
Eric & Mary Riley, Gastonia, N.C.;
Marty & Michelle Waters, Lenoir, N.C.;
Randy & Debora White, Wake Forest, N.C. n

• No mileage fees
• No mileage restrictions
• Not limited to what is on dealer lot
• Lease payments 100% tax deductible
• Good for SUV, pick- ups, cars or heavy
duty transportation
• Choose from all major manufacturers

Call your local loan officer for more details

