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Agricultural income

A Agricultural income is income from the sale of crops or livestock which
you raise.
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Agricultural income Is not

A Manufactured food and beverage products

A Income from non-farming and ranching activities that take place
on the land where you farm or ranch
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What happens if | call all of it farm income?

A You get more than you should (you pay less than you owe or you take
advantage of a program you do not qualify for and you may be liable for
the conseguences).

A You get less than you should (the only consequences are harm to
yourself).
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Value-added agricultural

a%:[M:tyme from the sale of products which have been processed beyond
the minimum needed to transport and sell them in available markets is
not income from raw agricultural products - but is the activity
substantial enough that you would need to report it separately?
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Derived Directly from the

L%\%ntals (including crop rentals)
A Royalties
A Proceeds from the sale of natrual resources on the land
A Income from the sale of crops grown on the land or from the use of the land for grazing purposes
A Some USDA payments
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Other activities on your land

A Income from renting your land for other uses is not farming or
ranching income. It may be rental income or other self
employment income depending on the circumstances and your
degree of involvement.
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Renting your land for farming/ranching by others

A Rent you receive from agricultural land you lease to others may be
agricultural income to you if you are paid in crop proceeds. This is
called a "crop share" and you report income and expense from a
crop share on form 4835.
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Exemption by Treaty

A Federal courts have not consistently determined what treaty
language expressly exempts tribal members from income tax
obligations

A Each treaty must be analyzed independently
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Farm Income Averaging
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Farm Income
Axera ging

Special electlon available to farmers/ranchers/fishers b
Schedule J

A Takes advantage of unused lower tax brackets.
A Elect to figure your current year income tax by averaging, over
the previous 3 years (base years), all or part of your current

year taxable income from your farming or fishing business.

A Does not amend prior returns or impact self-employment
Income/tax
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Income from Farming Business

A Business of cultivating land or raising or harvesting
any agricultural or horticultural commodity.

| Raising crops and livestock

| Nursery and sod farms

| Tree fruit, nuts

| Leasing land to farming/ranching tenant if
° JE2a X«?© ' MJ ™ XT - «
production with written agreement

133X

- Z

0 X«J«® Z°

FARM A



Ludiop Covmtry

Farm Tax & Asset Training

Farm Income Eligible for Income Averaging

A Income from Schedule F
A Income from Form 4835

A Form 4797 gain from sales of breeding livestock or
machinery/equipment

A Certain passthrough income

A Wages from S-corp (farming/ranching) for more than 2%
shareholder
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Livestock Sales b Special
Circumstances

&"Qﬂpof
FARM AND TAX ASSET rg‘ ’%
T

A
%AGREJ‘:‘&




Ludiop Covmtry

Farm Tax & Asset Training

Sales Caused by WeatherRelated Conditions

A If you sell more livestock than you normally would in a year
because of a drought, flood, or other weather-related
condition, you may be able to postpone reporting the gain
from the additional animals until the next year.

A Applies to livestock that are held for sale (either raised or
purchased) as well as livestock held for draft, breeding, sport,
or dairy purposes.

A You must meet all the conditions on the next slide to qualify.

FARM-AND TAX ASSET
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Sales Caused by WeatherRelated Conditions

Conditions to qualify:

A Principal trade or business is farming/ranching

A Cash method

A Can show that, under your usual business practices, you
wouldn't have sold or exchanged the additional animals in the
current year except for the weather -related condition.

A The weather-related condition caused an area to be
designated as eligible for assistance by the federal
government.
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Livestock Indemnity Payments

A General rule is that indemnity payments are reported in income in
the tax year that they are received.

For example:

A Payments received in 2023 for livestock losses occurring in 2023
will get reported on 2023 income tax return.

A Payments for livestock losses occurring in 2023 that were received
In 2024 will be reported on 2024 income tax return.

A Deferral possibility for breeding stock

A Must be replaced within 2 years

A Gain is deferred until replacement is sold

See: IRS Pub. 225 Farmers Tax Guide for additional
information
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Livestock Indemnity Payments

A 1099-G from USDA: gross amount of LIP payments for the
year

A If indemnity payment is for breeding livestock, then is
reported on Form 4797

A If held less than the required holding period (cattle B 24
months) b ordinary gain

A If held more than required holding periodD capital gain

A No self-employment tax

A If payment was for cattle held for sale B reported on Sch F.

FARM AND TAX ASSET
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Example:

Sole proprietor cow/calf ranch has following sales in 2023:
A $20,000 sales of raised calves
A $4,000 sales of cowsPall raised and over 2 years old
A $5,000 steers originally purchased from neighbor as calves for
$1,000

How Is this reported on the 2023 income tax return and how will it
be taxed?
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Example:

A $20,000 calf sales are included on Sch F., line ®
Sales of livestock, produce, grains, and other
products you raised. Ordinary income subject to
SE; individual tax rates

SCHEDULE F Profit or Loss From Farming OMB No. 1545-0074

(Form 1040)
Attach to Form 1040, 1040-SR, 1040-SS, 1040-NR, 1041, or 1065. 2@23

Department of the Treasury
lnkeirial Rovenus Service Go to www.irs.gov/ScheduleF for instructions and the latest information. /S\ggﬁmiﬂho 14

Name of proprietor Social security number (SSN)

A Principal crop or activity B Enter code from Part IV | C Accounting method: D Employer ID number (EIN) (see instr.)
[l cash [] Accrual !

E Did you “materially participate” in the operation of this business during 2023? If “No,” see instructions for limit on passive losses [ ] Yes [ No

F Did you make any payments in 2023 that would require you to file Form(s) 1099? See instructions . . . . . . . . [Jyes [JNo

G If “Yes,” did you or will you file required Form(s) 1099? . . . . . [ves [1No
Part| Farm Income—Cash Method. Complete Parts I and II (Accrual method Complete Parts II and lll, and Part |, line 9.)

1a Sales of purchased livestock and other resale items (see instructions) . . . . . m_

Cost or other basis of purchased livestock or other items reportedonline1ia . . . m_
Subtract line 1b from line 1a.. R T S

Sales of livestock, produce, grains, and other products you raised : o m s uh A e
Cooperative distributions (Form(s) 1099-PATR) . 3a Taxable amount
Agricultural program payments (see instructions) . m_ Taxable amount
Commodity Credit Corporation (CCC) loans reported under election . N W RS W e

CCC loans forfeited . . . . . . . . . | 5b | Taxable amount

Crop insurance proceeds and federal crop disaster payments (see instructions):

Amount received in2023 . . . 5 et & 6a Taxable amount %
If election to defer to 2024 is attached, check 1 oy S Amount deferred from 2022
Custom hire (machine work) income g e 3 e % X é AR

Other income, including federal and state gasoline or fuel tax credit or refund (see instructions) .

Gross income. Add amounts in the right column (lingsla - a8, 6b, 6d, 7, and 8). If you use the

accrual method, enter the amount from Part lll, line 50 (T‘l-. (,\I | Q (1)
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. 3797 Sales of Business Property OMB No. 1545-0184

o oy s 3 and Sy 2023

Dopartment of the Treasury Attach to your tax return, Attachment
Intemal Revanus Service Go to www.irs.gov/Form4797 for instructions and the latest information. Sequence No, 27

Ry ovn Example:

Enter the gross proceeds from sales or exchanges reported 1o you for 2023 on Fcrm(sl 1092-B or 1099-S (ov I

substitute statement) that you are inciuding on line 2, 10, or 20. See Instructions . . | 1a

Enter the total amount of gah that you are lncludlng on Ines 2, 10, and 24 due to the partial drsposmons of
MACRS assets p 5 s . va : S d e . .1b |

Enter the total amount of loes that you are Inclucing on hes 2 and 10 due to the partld dispositions of MACRS 3
assets . . . : 1c

e s e ey v P Do da OWAAA N-C "~ JKX" J3X «NBKBATXT
(b) Date acquired | () Date sold @) Doorcivon | 1 Costorower | _@hGainorgoss)

)| ) - | vonhe | e | S because they were held for breeding purposes and
held for over 2 years. No SE Tax; Capital Gain rates

Gain, if any, from Form 4684, ine 39 A

Secticn 1231 gan from installment sales from Form 6262 line 26 or 37 .

Section 1231 gain or (oss) from like-kind exchanges from Form 8824

Gain, if any, from line 32, from other than casualty or theft ;

Combina Ines 2 through 6. Entar the gain or (loss) here and on the appropnaﬁa lne as foﬂows

Partnerships and S corporations. Report the gain or (loss) folowing the instructions for Form 1065, Schedule K,
Iine 10, or Form 1120-S, Schedule K, line 9. Skip lines B, 9, 11, and 12 below,

Individuals, partners, S corporation shareholders, and all others. If Ine 7 is zero or a loss, enter the amount
from Ine 7 on Ina 11 below and skip Ines 8 and 8. If line 7 Is a gain and you dicn’t have any prior year section
1231 lossas, or they were recaptured in an carlier year, enter the gain from line 7 as a long-term capital gain on the
Schedule D flied with your retum and skip lines 8, 8, 11, and 12 below.

Nornrecaptured net section 1231 kosses from prior years. See instructions

Subtract line 8 from line 7, If zero or less, enter -0-. If ine 9 is zero, enter the gain from line 7 on Ine 12 beow, If

line § is more than zero, enter the amount from line B on line 12 below and enter the gain from line 9 as a long-term

capital gain on the Schedule D fied with your return, See Instructions : oyt e o |
Ordinary Gains and Losses (see instructions)

Ordinary gains and lossas not includad on lines 11 through 18 (Include property hald 1 yeaf or less):

Loss, if any, lromlune?n e ange OF mans 0 5 o avhitE . |

Gain, if any, from line 7 or amount from line 8, if appicanla : SRR AR |

Gain, any, romlne 31 . . . N ) , FARM AND TAX ASSET
Not gain or (loss) from Form 4684, lnm 31 and 38a . >

Ordinary gain from installment sales from Form 6252, ine 25 ov36

Ordinary gain or (Joss) from like-kind exchanges from Form 8824
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Example:

A $5,000 steer sales are included on
Sch F., line 1abSales of purchased
livestock and other resale items

A $1,000 cost is included on line 2b -
Cost or other basis of purchased
livestock

A Ordinary income subject to SE;
Individual tax rates

SCHEDULE F Profit or Loss From Farming OMB No. 1545-0074
(Form 1040)

Department of the Treasury
Internal Revenue Service

Attach to Form 1040, 1040-SR, 1040-SS, 1040-NR, 1041, or 1065. 2@23

Go to www.irs.gov/ScheduleF for instructions and the latest information. Attachment
Sequence No. 14

Name of proprietor Social security number (SSN)

A Principal crop or activity B Enter code from Part IV | C Accounting method: D Employer ID number (EIN) (see instr.)
[] Cash [ ] Accrual |

E Did you “materially participate” in the operation of this business during 2023? If “No,” see instructions for limit on passive losses [ | Yes [ ] No

F Did you make any payments in 2023 that would require you to file Form(s) 1099? See instructions . . . . . . . . [JYes []No

G If “Yes,” did you or will you file required Form(s) 1099? . . . . . [JYes []No
Part | Farm Income—Cash Method. Complete Parts I and II (Accrual method Complete Parts II and lll, and Part |, line 9.)

Sales of purchased livestock and other resale items (see instructions) . . . . . m_

Cost or other basis of purchased livestock or other items reportedon line1a . . . m_
Subtract line 1b from line 1a.

Sales of livestock, produce, grains, and other products you raised $ W W% R WS e & Wb
Cooperative distributions (Form(s) 1099-PATR) . Taxable amount
Agricultural program payments (see instructions) . Hﬂ_ 4b Taxable amount
Commodity Credit Corporation (CCC) loans reported under election . : A e OB

CCC loans forfeited . . . . . . . . . | 5b | | Taxable amount

Crop insurance proceeds and federal crop disaster payments (see instructions):

Amount received in 2023 . . . s @ = l 6a | | 6b Taxable amount

If election to defer to 2024 is attached, check here . . . . . . . [ ed Amountdeferred from 2022
Custom hire (machine work) income o0 BB A NS ® & s W e e o

Other income, including federal and state gasoline or fuel tax credit or refund (see instructions) .

Gross income. Add amounts in the right column (lingsele Badbabanbe, 6b, 6d, 7, and 8). If you use the

accrual method, enter the amount from Part Il, line SOR¢S S En| ﬁ (1
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Example

A SE tax is a Social Security and Medicare tax primarily for individuals who work for themselves.
A SE Tax: 15.3%
A It is similar to the Social Security and Medicare taxes withheld from the pay of most wage
XJ3 «X3”  MA° MA~ «X 7~ -C«X3 °JE~ ZM-°]| | JKBAEX Z
A Based on net income of business/farm
A If have low income or loss, may be no SE Tax
A Optional Method may be used
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(ico::f %)E SE Self-Employment Tax

Attach to Form 1040, 1040-SR, 1040-SS, or 1040-NR.
Go to www.irs.gov/ScheduleSE for instructions and the latest information.

OMB No, 1545-0074

Department of the Treasury

with self-employment income

Note: If your only pct to self-employment tax is church employee income, see instructions for how to report your income
and the definition of church employee income.
A If you are a minister, member of a religious order, or Christian Science practitioner and you filed Form 4361, but you had
$400 or more of other net eamings from self-employment, check here and continue with Part |
Skip lines 1a and 1b if you use the farm optional method in Part Il. See instructions.
1a Net farm profit or (loss) from Schedule F, line 34, and farm pannerships. Schedule K-1 (Form 1065),
box 14, code A . g
b If you received social security retirement or drsabilny beneﬂls enter me amount 01 Consorvabon mee
Program payments included on Schedule F, line 4b, or listed on Schedule K-1 (Form 1065), box 20, code AQ
Skip line 2 if you use the nonfarm optional method in Part Il. See instructions.
2 Net profit or (loss) from Schedule C, line 31; and Schedule K-1 (Form 1065), box 14, code A (other than
farming). See instructions for other income to report or if you are a minister or member of a religious order
3 Combine lines 1a, 1b,and 2. v, o
4a |If line 3 is more than zero, multiply line 3 by 92 3596 (0 9235) Othermse entef amount from Ime 3
Note: If line 4a is less than $400 due to Conservation Reserve Program payments on line 1b, see instructions,
If you elect one or both of the optional methods, enter the total of lines 15 and 17 here
Combine lines 4a and 4b. If less than $400, stop; you don't owe self-employment tax. Exoeptlon If
less than $400 and you had church employee income, enter -0- and continue . A .
Enter your church employee income from Form W-2. See instructions for ‘ J
definition of church employee income s a
Multiply line 5a by 92.35% (0.9235). If less than 3100 enter -O- .
Add lines 4¢c and 5b .
Maximum amount of combined wages and seﬂ-employment earnings sub]ect !o socnal secunty tax or
the 6.2% portion of the 7.65% railroad retirement (tier 1) tax for 2023 . Siica b Ja o @
Total social security wages and tips (total of boxes 3 and 7 on Form(s) W-2)
and railroad retirement (tier 1) compensation. If $160,200 or more, skip lines
8b through 10, and go to line 11 .
Unreported tips subject to social security tax from Form 4137 Ime 10
Wages subject to social security tax from Form 8919, line 10 .
Add lines 8a, 8b, and 8¢ . :
Subtract line 8d from line 7. If zero or Iess enler -0- here and on lme 10 and go to Ime 11
Muttiply the smaller of line 6 or line 9 by 12.4% (0.124) .
Muitiply line 6 by 2.9% (0.029) .
Self-employment tax. Add lines 10 and 11 Enter here and on Schodulo 2 (Fon'n 1040). Iino 4 or
Form 1040-SS, Part |, line 3 . o 3 e
Deduction for one-half of uﬂ-omploymom tnx.
Muitiply line 12 by 50% (0.50). Enter here and on Schedule 1 (Form 1040), ’
line15 . . . . F S B 13
FmemrchducﬁonAclNodco.myouruxnm Instr\ocﬁons Cat. No. 113582 Schedule SE (Form 1040) 2023

Schedule SE (Form 1040) 2023
:1¢d|l Optional Methods To Figure Net Earnings (see instructions
Farm Optional Method. You may use this method only if (a) your gross farm income' wasn’t more than
$9,840, or (b) your net farm profitsz were less than $7,103.
14  Maximum income for optional methods .
15  Enter the smaller of: two-thirds (¢/3) of gross farm mcome' (not Iess than zero) or $6 560 Also, lnclude
this amount on line 4b above
Nonfarm Optional Method. You may use this method only uf (a) your net nonfarm profnts“ were Iess than $7 103
and also less than 72.189% of your gross nonfarm income,* and (b) you had net earnings from self-employment
of at least $400 in 2 of the prior 3 years. Caution: You may use this method no more than five times.
16  Subtract line 15 from line 14 .
17  Enter the smaller of: two-thirds (?/3) of gross nonfarm income* (not Iess than zero) or the amount on
line 16. Also, include this amount on line 4b above . . . . . = b= 17

' From Sch. F, line 9; and Sch. K-1 (Form 1065), box 14, code B. 3 From Sch C hne 31; and Sch K-1 (Form 1065), box 14, code A.

2 From Sch. F, line 34; and Sch. K-1 (Form 1065), box 14, code A—minus the amount | * From Sch. C, line 7; and Sch. K-1 (Form 1065), box 14, code C.
you would have entered on line 1b had you not used the optional method.

Schedule SE (Form 1040) 2023
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Why It matters - Other Programs
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Special rules for bankruptcy

A Chapter 12 Bankruptcy is a special option available only to
farmers and ranchers meeting certain criteria related to
agricultural income. Chapter 12 was written in response to the
Farm Crisis of the 1980s and is generally a better option than
other forms of bankruptcy when the business needs to

continue operating in order to continue making payments on
debts.
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USDA
Programs

A Various USDA programs are open to farmers and ranchers
based on their agricultural income, or the agricultural use of
o X 3 KBIJ«TY A| X C?& TXZ « ° -« - z B KAX-JITTXTZ
from the IRS definition and even varies between USDA
programs.
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Agricultural credit

A There are a number of beneficial options for accessing
agricultural credit.

A Depending on the lender and the circumstances, valueadded
Income or income from nonagricultural rental of the property
may or may not be included in the lender's decisions.
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State programs

A Many states have programs designed to benefit farmers and ranchers, and there is usually a
definition of farm/ranch income included in the eligibility criteria.
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Conservation and agricultural easements

A A conservation or agricultural easement is a way that a
community can pay a landowner to keep their land in
agriculture instead of other types of uses. The easement will
limit that amount of non -agricultural activity that may happen
on the land and there may be a specific limit on income
earned from nonagricultural activities on the land.
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Why it matters b Inventory Management
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Value Added Inventory Held for Sale

A If you make an investment in processing your raw agricultural
products beyond the minimum needed to get to market, and if
you hold that inventory for sale for longer than a month - you
may begin to need an inventory management system:

| What additional costs went into creating and packaging the
product?

| How much of the product do you have available to sell?

| How much is promised to a customer and needs to be

delivered?

| How much is held at different locations?

| What products are moving too slowly and need to go on

sale (or get discontinued?)

What products move fast?

Qe

FARM AND TAX ASSET




