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Agenda

* Agriculture-specific topics
* Record keeping
= General records requirements
= Requirements for records related to business items
= Special requirements:
* Assets
* Travel, Gifts,
* Supplies, and Value-Added Inventory
= How long to keep records
= Financial record keeping methods and practices
= Options for preparing your income tax returns
* Finding a Tax Professional
c Q&A
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Capital Assets - depreciation & Sec. 179
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Capital Assets - Depreciation & Sec. 179

Section 179
Deduction

Bonus
Depreciation

Depreciation

Section 179 limits

2023:
$1,160,000 deduction limit
$2,890,000 capital purchase limit

2024:

$1,220,000 deduction limit
$3,050,000 capital purchase limit
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Capital Assets - Depreciation & Sec. 179

Bonus Depreciation
2023: 80% deduction
2024: 60% deduction

For example, a $100,000 piece of used equipment would get $60,000
of bonus depreciation in 2024 with $40,000 being depreciated over a
seven-year period.

* Class election
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Capital Assets - Depreciation & Sec. 179

Depreciation:

Remaining farm/ranch assets (not 179 or bonus
deprecation) can be depreciated over the life of the asset.
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Record Keeping-Activity
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Record
Keeping

Basic requirements for business records

* Must keep business records to support all items of
income and expense reported on a tax return.

* No requirement to use an accounting program, but is
helpful
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Recording
Keeping

Business Records

General rule is to keep most income tax records at least 3 years from
date tax return was filed or 2 year after tax paid, whichever is later

IRS can go back 6 years if substantial understatement (25% or more)
IRS can go back indefinitely if required income tax return was not
filed

Keep records related to depreciable assets as long as own the asset
Keep payroll tax records at least 4 years
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Record
Keeping

Income Related Records

Checking and savings account statements

Receipts from sales

Records of bad debts or amounts sold on account but
never paid.

1099, 1099-G, 1099-PATR,
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Recording
Keeping

Deduction-Related Records:

Invoices and statements from suppliers
Receipts

Bank statements and canceled checks
Credit card statements

1098 Mortgage Interest

1099-INT Other Interest

Must identify the payee, the amount paid, proof of payment, the date
incurred, and include a description of the item purchased or service
received that shows the amount was for a business expense.
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Record

Keeping
Vehicle Related Deductions

There are two methods for calculating vehicle-related deductions: actual and
mileage

« Actual method allows you to take a depreciation deduction to recover the
cost of the vehicle and deduct all fuel and maintenance expenses.

Ny hio PRV g * Mileage method allows you to calculate the deduction by multiplying the
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Recording Keeping - Depreciable Assets

Must include:

* Description of Asset

* Purchase date

* Purchase amount (including trade details)
Depreciation/179 deduction taken

Date sold or taken out of service

Also keep:
* Cost of any improvements
* Deductions for any casualty losses (i.e. fires, storms)
e Business purpose

 Sales price if sold or details of any trade-in or exchange CARM AND T Dot
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Record Keeping Options For Income Tax Reporting &
Management

Manual (paper) recordkeeping system
Spreadsheets

Software Program
o QuickBooks
o Red Wing - CenterPoint
o Other Software Options
Hire Bookkeeper/Accountant
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Recording Keeping -Double-Entry
Accounting/Bookkeeping

« Best practice

* Entries create:
o Balance Sheet
o Income Statement (Profit & Loss)
o
» Customize Chart of Accounts for tax & management purposes
o Example of QuickBooks chart of accounts -

FARM AND TAX ASSET



https://agecoext.tamu.edu/wp-content/uploads/2018/04/M.-Grassfed-Beef-Ranch-QuickBooks-Setup-Accounts-4-27-2018.pdf
https://agecoext.tamu.edu/wp-content/uploads/2018/04/M.-Grassfed-Beef-Ranch-QuickBooks-Setup-Accounts-4-27-2018.pdf
https://agecoext.tamu.edu/wp-content/uploads/2018/04/M.-Grassfed-Beef-Ranch-QuickBooks-Setup-Accounts-4-27-2018.pdf
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Recording Keeping -Double-Entry
Profit . Loss Accounting/Bookkeeping

January through December 2016
Jan - Dec 16
R R Income Statement
¥ Income
¥ Farm Income
¥ 01100 - Beef, Raised
01110 - Beef Feeder Steers, Raised )
01120 - Beef Feeder Heifers, Raised

S * Shows total sales and expenses for the

¥ 01700 - Grain
otr2e: Corn date range.
Total 01700 - Grain 32,700.00
03110 - Crop Insurance
¥ 03200 - Machine Work
03210 - Trucking
03230 - Combine
03280 - Haying Equipment
Total 03200 - Machine Work
03520 - Supply Cooperatives
¥ 06100 - Beef, Resale
06110 - Beef Feeder Steers, Resale
Total 06100 - Beef, Resale
Total Farm Income
Total Income
Gross Profit

¥ Expense

e Credit: Kansas Farm Management Association Farmers Guide to

* 04100 - Labor Hired QUiCkBOO ks
04110 - Wages

04120 - Social Security Tax
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My Farm Name

Balance Sheet
As of December 31, 2016

“ ASSETS

Recording Keeping -Double-Entry

¥ Checking/Savings

Accounting/Bookkeeping R,y M e ik

5018 02 « Very Big Bank - Money Market 75,000.00
Bala nce Sheet Total Checking/Savings 13301582
¥ Accounts Receivable
11000 + Accounts Receivable 780.00
Total Accounts Receivable 780.00
¥ Other Current Assets
Shows assets and liabilities at a particular point * Rasln koo
¥ 556100 - Beefl, Resale INV
in ti me. 56110 - Beef Feeder Steers, Resale ... 127600.00
Total 56100 - Beef, Resaie INV 127 600.00
Total Resale Inventory 127,600.00
Total Other Current Assets 127,600.00
Total Current Assets 261,395 52
* Fixed Assets
¥ Depreciable Assets
¥ 09100 - Beef Breeding
09110 - Young Bulls 6,500.00
Total 09100 + Beef Breeding 6,500.00
09600 - Motorized Equipment P,772.50
Total Depreciable Assets 4627250
Total Fixed Assets 4627250
¥ Other Assets
1068 02 - Coop Deferred Patronage 168993
1069 01 - Little Coop - Def Patronage 6,543 21

Credit: Kansas Farm Management Association Farmers Guide to
QuickBooks FARM AND TAX ASSET
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Recording Keeping -Double-Entry Accounting/Bookkeeping

* No matter what type of recordkeeping system, it is important to reconcile all bank accounts,
credit cards, lines of credit the end of each month

* This verifies the numbers on the Balance Sheet & Income Statement

* If working with a bookkeeper, review reconciliations and reports each month
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Potential Questions to Ask a New Accountant/Tax Preparer

 What are your qualifications?

 What percentage of your clients are farmers and ranchers?

* Are you familiar with farming/ranching in Indian Country?

« How will | be charged for your services?

 How do you handle issues you are unfamiliar with?

« Are you conservative or aggressive when handling tax matters that are “gray”?
* Will you represent me if | am audited?

* Are you available for consultation throughout the year?

* Do you have a succession plan if you retire/stop providing accounting

FARM AND TAX ASSET
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Tax Professionals - Designhations

Enrolled Agent (EA): Certified Public Accountant (CPA)
IRS credential State licensed
Passed a basic test given by the Passed comprehensive test, work
Internal Revenue Service experience
Must complete continuing Must complete continuing

education. education

Can represent clients before Can represent clients before IRS
IRS May or may not be experienced in
May or may not be experienced farm/ranch issues or Indian

in farm/ranch issues or Indian Country

Country

Regardless of professional designation, it is important to find someone who is familiar with agriculture and Indian

Country.
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Ludiop Covmtry

Farm Tax & Asset Training

Resources:

* Publication 225 (2023), Farmer's Tax Guide

e Publication 5424, Income Tax Guide for Native American
Individuals and Sole Proprietors

« Agricultural Financial, Tax and Asset Protection Initiative
(AgFTAP)
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https://www.irs.gov/pub/irs-pdf/p225.pdf
https://www.irs.gov/pub/irs-pdf/p5424.pdf
https://agftap.org/
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Questions?
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