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~ When 5 change in form of bDusinesg is being considered, I a son-
entering tha businese, & simple Proprieforship T8y De changed +q
'partnership or CoOrporation, The tax advantages and disadvantages
Various fopms Of businegs Organization mest then he Welghed -
partnershipj corporation, small business corporation, Or simple

proprietorship.

- gﬁ:a major Dusinegs 2Xpangion is plﬁpned. Enlarging the businesg
usuglly entzilg Sizeable capital investments in both depreciable a

_nondepreciable Property, 13 ig important to know hoy fast these
investmentg can bhe Tecovereq, what the effect on cash flow Will be

and whether capital gain C&an be Cieated gt Toture disposition of
he acquired itemg,

-~ In Improving labor Management; Practices, Increaseq efficiency iy
use of faim labor cap often ha attaineq with better labor manage.

ent Practiceg, lnprovag Tringe benefits and an Ownership Share
" in the businesg nmay he Considered for kay Smployeeg, Tax consider.
ation wily influence.the Torm that such Compensation takes,

i

- + . -4 - "J_. I3 .-.
~ When obtalnlng the uze OFf major Squitmant items, T 18 sometimeg

Possible %5 lease op rent large Pleces or eQuirment as.an altop.

native 4o outrighg Purchase, 714 may be tax advantageous'to Tent

'rather than buy g large machine, op o lease on & long term basig
rather thap Purchage Outright,

- In'Elanﬁing for retirement, Farmers looking ahead to.retirement
can sometimeg increage theiy retirement income agng decrease Current

taxes by planning to bPosipone lhcome untiy retirement Jears., Thig
may'be'done directly through investing in approved retirement blansg,
or indirectly by'using current income to builg & larger business

Which wilg be disposed of at retirement.

= In weiehing Tarm vs, offufarm'invéstmentg.; Successryl Tarmers with

money to invegs welgh the advantages and disadvantages of investing
in mope Tarm Property o including lang . azaingt investments in |
Commor, stock, nonfarm pegl estate, ang nany othay elternative inv st
ments, Ths dQuesgtion op the tax Position op the 1ncome from ang o1’
the growty in thege alternative investments mgt be g najor part o1

the decision #o invest,
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- In estate Elanning. An important ohjective of estate plapning for

MBTEY Farm owners ig to arranget for ownershlp of the farm e pass 0

the next generation. Tnecome taxes as well a8 estate taxes have &

divect bearing o1 tranafers of farm propert . Byen where there 1is
no younger generation to take OVer; income tax is an important con~
aideration 1n disposing of farm property for estate planning pur-
poses.

TAX MANAGEMENT STARTS WITH GoeD RECORDS

A1l baxpayers, 1ncluding farmers, are reqpired to keep records which
«will enable thew to accurately.prepare an income tax return. Account
hooks guiteble for keeping & record of cash receipts and expenses_and of
annual. farm.inventories are available at county and agricultural college
extension service offices. Aso svailable to farmers are the services of
various electronicddata mail-in record keeping gystems. Most of these
sre designed to fit needs for income tax reporting and managenent. Farm
operators mail datae ponthly to & central yrecord keeping center, Where it
1g fed into & computer. summaries are periodically*mailed.back to farper-
menhers, sllowing them to check resulis against expected,performance
throughout the year. This also places the managel in a good positicn to
plan for tax managenent a8 he has current data on which to base his
decisions.

Farmers have other uses for pinancial records which are equally &8
importanﬁ aa bax reporting. These include use gg 8 4iary¥s 1o determine
the strengths and weaknesses of the business, for the purpose of obtaining
and using credit, a8 s basls for partnership operation, for adjusting
claims in case of Tire or other casualty, and for estate gettlement. ille]
farmer should oF wants to keep & separate set of records for ecach Purpose.
Yet a sysbem jdeally auited for Tax reporting does not provide 511 the
information neaded for other usesd of records. By meking g few adjustments,
however, aubstantially the same set of records may be psed for all the
purposes 1isted.

A Permaneht Record of De reciation and A1l Capitel Transactions ig
Toportant .

Annual tax returns form & part of & permanent record keeping gystem.
These returne ghould be kept as long ag the pusiness continues . The

depreciaiion schedule on the tax returns will provide needed jnformation
upon final disposition of the property; bub the depreciation pecord alone
will not provide all the necessary informatioa.when the property ig sold.

In addition to & record of receipts, expenses; and depreciationa it
1s important for tax purposes to keep & permanent record of purchases,
im@rovements, and sales of real estate and other capital spems. When &
fayrm is bought, & permanent record should be nade of the allocation of
purchese price to land, each Hullding, fences, orchards and growing cToPs.
Also, an accurate vecord of 211 capital improvements should be kept. This
record of capital jtems hasd taken oL added jmportance with recent changes
in the law affecting capital gain.
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_ RECORD OF.REAL mgTATH PURCHASES, AIMPROVEMENTS, anp SATES

B - | Lost op e
Date , Ttem - ~ Sale Price Notationg
196k Bought 3004 Tarm, $100,000 . _
Allocations Regidence $ 6,500
Tenant house 3,500
Dairy barn 20,000
Other barns g sheds - 5,000 - :
2 8ilos 10,000 Investment credit taken
Fences o L, 000 Lovestment credis taken
Tile draing ' -- L, 000 Investment credit taken
Wells o f 2,000 Investment credit taken
Growing cropg _ ' 3,000 Taken ag expense, 196k
‘ ' Return . o :
Wood and timyer o 1,000 Est. value or standing
| . ' timber 8t purahags
250A tillable lang 38,000 g
454 wastalang & woodlang 2,000
1965  New kitchen, residence 1,500 ' '
1966 Building lot solqg ' 500 24, see 1965 tax return
1966 Loa lamg , 6,000 _ :
1967  Silo o 12,000 Investment credit taken
- Sale of 50! strip to state -
1968 to widen highwsy 2,500 About 34 801d, see 1968
. ' : Return . '
1968 Machinery storage sheq 2,000 ' T '
1969 Sale of right of way, 10A 6,000 'Nbﬁ-reported,'reduced
g Basis '
1970  Sale of tinber 1,000 Ordinary income, $500
, ‘ B ' depletion ‘

becauge they are not depreciable items., Some ol these are in connection
with the'operatorfs house. The cost of a new bathroom, extensive remcdelw
ing of the kitchen, a new furnace, or othep similar items ig Just as
important to Tecord as is the cogt of & new barn, Bven though these are
not businesg eR@enses, they should be added to the cogt of the farm to
determine the adjusteg bagis. IT the farmer gells hig farm, the adjusted
basig is subtracteq from the gale price to determine the capital gain,

If he hag not recorded thaga expenses, hig capital gain will he increased
and he will bay more tax than Necegsary,

Another item that can be missed ig soil and Water'conservation eX-
bense. Thaze SXpenses cannot be depreciatedg 80 if they are not deducted
88 Operating expenses in the vyear the work is done, they should be addeq
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Maintaining & relatively simple record of real estate yransactions
in a form such'as'shownﬂin the-eXample on PagE 4 is of greab value. Such
a record ghould be prought wp © date each year and might be kept in the
file with tax returns. : '

The Farm Manager and The Tax Counselor

Good records are egsential to accurate teX reporting, vt they don't
guarantee it., Even though yecords &re the higgest proadblock 1o good tax
reports, many farmers with adequate records BYe gtill paying too much or
too little income HaXs Tax regulations goverﬂing'farmers continue to
Lhecome MOre complicated, and. errors in farm tax reports gue to lack of
understanding of the law are to0 COMMOT +

Every commercial farner ought £o. have a general wpowledge of the farm
income tax pules and regulations. 1f he completes his own tax TetuIns;

he obviously mast understand reporting procedures oo well &8 keep good.
records. If he hires his tax work 4one, he still mst understand the
general tax effects of each major purchase, sale, or other managenent
decision. - : : :

THE FARM MANAGER AND THE TAX COUNSELOR

_Good. tax management requires that the Tarm owner and manager Xnow
when and how to employ the services of & qualifiedntax aounselors

farm MANAZET must knovw enough about tax menagement and his tax position
to make decisions intelligently. He cannot sdopt the attitude that he
can hire a tax consultant to do his taxX work and then stop thinking about
taxes, The penager Who recognizes the importance of tax nanagement and.
considers Tax consequences prior to each major management declsion ig in
a position to make excellent use of profession&l tax assistance.

A hax expert earns his fee in three ways: First, OY helping the
manager agtimate taX consequences of major management decisions Before

~ the move g mades second, DY using his xnowledge to help the farmel
minimize taxes at tax reporting rime; third, Wy gupporting the taxpayer
4f and when his tax procedure is questioned'by I. R. S, if a tax expert
is hired to do the farm bax reporTS, his knowledgs ghould be used in tax .

planning and panagement as well,

The pdvisalility of hiring & bax consulbant depends upon the ability
and intevest of the farm manager {or his wife) in tax management and tax
reporting, and the size and complexity of the business'and business trans-
actions. Prdbably'most_farm,businesses grossing $50,000 can benefit from
hiring professional rax assistance annually. “Whenever & fart ig gold oOT
purchased, outside Tax advice a8 well a8 legal aagisgtance jg & must. Farms
operated 88 partnershlps or corporations are 1ikely to require outeide tax
agsistance on & continuing nasis, and where & partnership or & corporation
ig being jpnitiated, & tax professional ghould gefinitely be consulted.
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Not all tax ractitionerg VIO accept fees from farmers ape Compete
In retaining a tax_consultant,-a Tarmer should look for one experienced
farm tax reporting and;management, and ghould 00t expect #g hire-highly
skillgd advice fop & very low fee, mTgx counselors wWho accept farm b1z

Siness haye g responsibility"to gain some understandlng of faxm Tinance
a8 well ag tax Problems Peculiay tq Tarm businesses.

Fermers nay keep records and feport their income op elther fhe cagh
Or acerysl method, They make their choice when they fita their firgs
farm tax return, Baving made the choice, they are not allowed to change

- & farmer. on the cagh basig Teports incdme when‘received‘in cash opr
:equivalent, and reports GXpenses whap Paid., A former on thefaccrual
basis reports income_in the year it is earneqd even though not actually
rébeiveds'and Teports expenges When incurred, even though not paid for,
On the acerugl ba,sis9 an inventory‘must be kept of livestock; unsold
Crops, feed, ang Supplies., Apn inereage in the value of these itemg at

To illustrate the difference between cash and accrual reporting,
assume,a_farmer buys $100 WOrth of faegd on December 15th, but does not
uge the feed untij January, If he i5 opn the cagh basis he can pay fop
the Ffeeq in December and lower hig current taxahle income by $100 or ray
for it in January ang reduce hig Next veartg taxable income by $100,

If he is on the aceryal basig, the Decenher Purchage will pet affect
hig Current; taxable income, because the feed-will'appear in hig invéntory
at year's end, Ir he pays ror it in December, the expenge Will be offges
by the addition 4o inVentory. If he dpeg not pay for it in December3

Ports the income in December and adds the amount 4o aceounts receivable,
The cash basgig Tarmer makes no Feport until the cash ig Teceived in ‘

(1) Simplicity.r-Fewer records need 4o be kept, and. the problen of
maintaining inventories is largely avoided, .



'\2')' An a.gg,ressive farmer who 18 continua.lly srvesting in and

puilding up bis fbusines.s pays 1egs ok cur'rently, ccaube the
 increase in 1S imrentories 1s nob recog,nized., He thas post-
pones P ymery Lax un il husiness propert is L qul&ate .

(3) Under the cash method, there 8¥e greater opportunities to
even oub ineone from year Lo yesr and avoid high taac—bra.ckets

(h) ggles of raised dairy oY preeding lives-“bock. regull 3n less tax

5, mero Past qhen 80 dy while ander th acc othod, the
1iagt inventory galue 18 the cost | 2818 for dete ning & i,

The cash pasis § rmer CB0 sn eff et convert WO ordinary jnecone
to capd 1 galn throud raising dgiry ©Of preedid agtoC

(5) Upon death of & poxmer USINE the cash pasis, unsold 13vestocks
aTOPS s and othe¥ farn coinmodities pass o his estate free O
1 peome taX, pecanss the estete roxes the property with & tax
pasis of faly market value &b dea’th. The aceTual pagis farmeT
has a‘.i._rea.dy inc],uded these jhems &8 4 pcoine year Py yeads

Por eXampC: a crop farme who sometl 14s his ¥ jpbo the
po1lowing year W 1L ‘tome.tically avol t problem of yeporving {ncome
from TWO crops ne year 3¢ on b a,CCTuE pasls a grew

A Farmels 1ike othe¥ Businessmers hag SOME flexﬁ.bili’oy in ma.nagement of
hig income and expenses: This flexibili’oy ghould e used ro even out nis
+axable jpcomne pron year Lo yeals If he gllows his Laxable i picome o fluc~
wuate widely prom year Lo veal; he mey Pe aub ject o highubracket tax in
the best yearss The rogult 18 more rotal bax over & period of years.

Tn the 1ast fe¥ seeks of wis tax yealsy & farmer WHO yeport the cash
pagis cab mak y mov s GO Hrilng nig incom ore 1B 1ine past years
and what he eXP ts fo next year: In atenpbing alke daus’omen’cs in
jpcome © wpense for inco ek purposes, ey SH a keep 10 WRe

that ab dgustment jmlize raxes cal pegult 1 an ofitabie jecision
for the pusinesss that aLempts o winimlze raxes D th current yeal

may meas 1arget taxes AD the fubure yearss




En

return With hig Wile, ang hag g total of four xemptions. He hg
Titable business and hgg been Paying 4 Come gy $l;OOO to $13
annually, but. he eXpe ts thig ar hig will p highe than 4
€ Uses hig Tecords ¢, Complete 4 worksheet.-
sizing 1 the tuatiog s Joe T foung that; the Clrrent
Will he szgnificantly highes than Usual fon his buainess. Federg,
8X on the estinateg $11,500 OF taxahle thcome yiyq be $2,057, Gk
Crops, proveg milk production and smajy g ugugl chinery‘;
chasag for the Year will result in ineg tax adout g, tle the usy
Wless Joe wake g Some moveg 1 Decemhe
Hére'are 8some éxpense adgustments ha might Congidap for Decen
Purchase feeq Which he wilil Use in January and Fébruary
Sounting ¢, $1,400 $1
Arrange Tor tractop repairg in December Wiich he hag Plamneg
07 February o Mazeh, estimated ogy $500 _
= Buy par or fertilize, feeded o, SPring, opge 81,500 i,
= Pay Up all December ills for gasoly
Other accountg bafopre Janus

Aw

00 L,00¢
b .th"““—«
otal j Creageqg Xpernge $5,80¢
n 8dditiog to adjusting SXpengeg UbWard, Joe Jame g CoOuld make
ing adjustments to Teduce CXpectaqg Teceipty. :
Ebstpone Sale or Tenainday of beapn Crop ungii alter
anvary 1g4. Merket i 10T expecteq 0 change $1,000
Pbstpone Culling op Talsed daip COWS untig after
Guary g4 * Milk the Prodypea in the Dext m nth wigy
OfTget feed qq ts 460
Tota) reduceq Teceipty .

‘,Jg' 1, ILO‘O-
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Tneomne Tax Esﬁima’oe Torh == Cash Basis
uve] T

_ Apounts date Estima’oed Es_'bimated
Jan. to Dec.";g_s’c of year year‘s tobad

AT, TTEMS

TTEAY So=m= .
. gold - -@3’4;000 ' §32500- §373500
tle held for sale 750 __ - 150 o 900
ps g0l . : L 1.0 ' 15000 5,400
cellaneous 600 - 600
AL TTEMS :
in on saies of purcha.sed
1vestock : , ' 200 - : 200
in on gale of machinery - AR - e
de of COWS raised for
1iry = 1,000 100 1,100
%:'Ln on ‘saie of real estate T
tP £ = . - o P o
TOTAL TNCOME 330,000 §5,200 §§h;800
TENSES m———— - ' A L
[ano b 2,759 5 230 & 3,000 .
Repair & ‘Mai_n‘bena;nce, pouipnent 1,500 100 7,600
Interes I ' ' 7,000 —200 2,000
Renb 700 T e 100
Feed 7 200 h 800 5,000
geeds and. plants 50 : T o 50
Fertilizey and Time 12000 : - 1,600
Machine hire : 200 - 200
gypplies 350 50 LOO
‘_Breeding Tee ‘ 350 ‘ .50 ' LOO
Veterinaly and Medicine o £00 . 100 708
Gagoline’ and 01l o 12000' 150 . : 12150
Storage-and Werehousing ' - ' - =
Taxes o 1,100 ' — 1,100
Tngurance TOO e e - 700
Tpilities 650 700 . 750
Trucking s ‘ ITel0] 50 L50
Conservation Typense T - e
Auto Bxpense _ 200 = 200
Tivestock Testings Btes - W50 - 100 s 550
Crop Spraying - 250 ‘ pRETE 250
Building and Fence Repair . 700 109 ' 00
| ¥ sCel1aneous | B 750 50 , 800
" ,TQTPL‘L FARM EXPENSES‘ 5734200 __‘2_9100 T 29 Q0
© HOW TARM PUSTNESS EYPENSES T s —
TOTAL EXPENSES ' \39‘232300__,. ' §2;100_____“ §25 ;EOO
S De-precia.tion - '
retimased BeW deprecia’bion 1y, 1500 :
"'- TQTAL FXPENSE TNCLUDING DE?RECIATIO‘N $29 ,800




B, Totay Expenses Plus Depreciation
+ (Lipe Ao Line p) ADJUSTRD GROSS INCOME.
oo

** Net farm bProfig, On which selr SMDloyient tax ig based, will
be thig émount reduceg by sale of Capitayl 1tems and Nonfarm

SQ3use all he adgustments CoOnsidereg Culd haye he effect ¢
inereggy income ¢ Tolle ing ye > Joe mighy 2Cide 44 folle
& middie rSe, ang make enough adjugty, nts o OWer hig income
tax fop the cuppe t year ¢ the $1. 000 ~ $1, Fange, whicn would he



3. Subtract nonaVerageahle jncome ‘ _ , _
from current 1peome . The - §22,000 - _$12,ooo = $10,
pemaindeTs as 1o this case st
exceed 43,000 o e cubjech
o avemgiﬂgo
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« Adg 3 £ averageable n
Come ¢ Chaversge ble incop $12,000 + 2,000 - g1y
5. Compute tax a5 Tollowg .
A - Py °n $1k4 o0oo $2, 760
B~ ILegs tax opn $12, 000 2,260
Différenc Jualg tax
attribytey, € to1/5 4p
- -916.1:952..?5&.1:999 ...... # 500
C < $500 X5 = on g
&Veragesny ine $2, 500
D - 444 tax op $12, 0o
Nonaves able inoom ) 2,260
E . Totay X" equalg Sum op
$4,760
e tax o nt ome $22,0 Withoyt averag; € is $5,000
The ¢4 Saving 4 h Taging in thi AMple g $26
aSh Flowg nd_zggg End oy Eianning
he obgectlve of yegr end fqy Nagement i Manage bu31ness
50 ag tq redue the net le ipq + Cagh e mugt porarily
oregone, ©XPengeg Yaige s D t is o eguiy 1 rgap than
UsSual caep Inputg nd/g Wers g Normay heingy
hese asy are y ert durin € montyg of
bugine Year, hichp On mogt b ol Cideg h time When Alvancg
Darehags of > Sprg t ert; the temg e
esirg becay Attrg 1 SCcounty, o advantag
T thega dig un quip c ta 1me h ofit bl
armg gy Lliaby t Tessed funds, B
I rdep 1nsure er Clent eds, i+ Woulg
Seem op o hat o HLannin 11 a ca leed jgq
Crueciay, Nahij oy he cg t yeay a ¢ Moveg
Which will Ze ina X ang axi Bociay ecup YV ba erig
Ter time dig tio Poor Ranagep, T, he eed fbrward
planning £ h Low To Sar eng Aagemea t emg a Urgent than
eVer hep &nd at the g ime of7P, faseg Tewarqg O th Uccegy
Managey,
Ny OPERATING Logse
Fa g tly'fall take Antage perating logg
Provig 8 ang Us pg Norea t Cesgap eri of‘years.
Very sty 1Pt ghe 1d be Nade t Deome p m 0 Year through
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a operatiﬂg loasesd.

anagement, and thus avol
come from other aources,

;cient.taxable in
' emph Ancome in the ;
ible 1O avoid.operating jogeed, they
ip previous or fubure tax years.
An operating joss must rirst be carried'back three years and applied
inst taxable inCOnE . If the incone of T i I sufficient to
~rb the 1088, it is then_carrie then to
spmediate past yeares Any excess 0
+ the previous three years must be carried

necessarys 3¢ can be carried

b income.
pfget income:

A claim

e for & refumd'baSed on
bring apout on
or be willing

METHCDS AND -RATES OF DEPBECIATI@N

SEIECTING
thousand

A Tarmel operating a large farm'business i
iness property each yeal. TYarious options are
iation OB these newly
] out oY post-

dollars 1D depreciable pusine
open to hin in 8- as and rabes
3 ax.manageme

nvests several

neome tax

and rates
the tax ratixrns .

the past year

poning i
:oﬁ'methodsf
until time to file
ing taxable incoms foT
ciabion mebhods.
on ALl depreciable
sciation when 1t is dues
i in @ later years

hat 1lost depreciatloﬂ
aiionAschednles in the

Depreciation ig nob optional.
ut 1T 8 puyer neglects
a to recovel

1o establish reason

;.property.
he will 1O
Tt is imperative

year of ac
are“straight line,,declining .

depreciation

pte diglits. are'explained and
qplicaticons:
they are X

equipment.
Lexsble income. rne 20% spect
of eligible property on & single retorn OF 420,000 or a joi
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depreciation. He can eke g Separate Selection o each itep Acquireg
ig Current tax Position will probably'influence to g degree the leng
of 1ife selection ot somas Brticles s and this Will algg be ref._leci_:ed i

Generally@ a taxpayer Will benerst by selecting reasonably'rapid
rates ang methods op depreciation. Rapig depreciation has the effect o
postponing tax to be paid rathep than reducing it, 71 giveg the taxpaye

FOSSIRIR SAVINGS proy FAST DEPRECTA PO .
$10,000 Ttem, L0-Yeqy Life, 15 Salvage Value
‘ Taxpayes in 259 qg. Bracket S

5 . t._ . . :
(1)~ Hgieton () (4) (5) (6)

o S DD-Balance and Tax - Present Value Present-value
12T §uTing 20% Special Reducﬁigg —_ Factor of Tax Difference

L $1,000 $3,600 P $650 $.93 : $+60l

2 1,000 1,280 : 70 .86 : + 60

3 1,000 1,024 : 6 .79 : + 5

Lo 1,000 819 - : - 45 . 7h : ~ 33

2 1,000 655 P -85 .68 : - 58

6 1,000 52k : ~119 .63 : ~ 75

7 1,000 524 : -11g .58 : - 65

8 1,000 524 P w119 54 s - &l

9 1,000 524 : =119 - .50 : - 60
10 1 000 526 : : - 55

value of
Tax Postponement = $255
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the recovery of $10,000 oV
o declining palance,

4n the fth vears Columm 4 18 the annu

aiffevence petween column 5

s for the presen’u value of fu

f capital. For examples the Tactor -
§ g dollar to be rece

mm 5 SHows that the PY
o aggume

rg is Wb cents: ifw
~ulated by multiplyiﬂg the figures Foun
column 6 18 the net present value ©f postponing tax

.reciation .

3 shows

eial gnd doubl
ag the

ghe savings from fast dej;reciation sre signl-
e 4 bax gollar 1O work
1g in @ nigher tax

aying N tax
e Nno aavings .

of the first year o0%:

tyue thab in this illustration use
pecial deprac*la.‘bion allowance ig a big factor . This allowance is
vaileble only fot equipmen‘c and purcha.sea. livestock, and only then on
e boob price where & trade is jpvolvels and 18 1imited O uge OO
20,000 of eligible property on & joint retuorn. '
recovVery of imres’sment 18 the T
g of depreciation, then aimplict
d, though resulting in
T simplici*ty.

T4 is a180

1f rapid. in setting

o and metho econd principle.

s ph-line metho ital,
in

ig advantage ©

Tt is not alwey method and
rates of G.epreci.ation which will vegult 10 rapld ve of inves‘cment.
Repid recovery w1l usuelly penef is (2) regularly
paying_iﬂcome rax, () expects
resent, (¢) is willing an
rofiteble spvestuent, or (d) when he is
eyty pefore
e ‘taxeble jpcome 1in 1ater yearss
An exemple of a farmer

L is & young marn regularly
ersonal exenpbionss

and & heavy debt 1o8d with accompamring i
MATAGING THCOME TO TNCREASE 5OCTAL SECURTTY BENEFLTS
ng their gelf-

T tax puUrposes is

hig grosss

allowed an optional wethod of computl
1f net farm profit fo

gecurity taXa

then the faxymer g" fwo=thirds of

"earnings" for Social Security purposes Thus
ome of $2,4C0 or over is agsured el esrnings

Farmers are
employmen’c gocial
less then $1,600,
put not over 1,600, a8
any Tarmer with gross inc

of $1,600.




in ordes to increagea Soeial Security benefi‘i:s or to Strive ¢4 decreg
their nes taxable Incomeg in order +q Save income tax, 1¢ the-decis.
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girst $25 ,000 of profit 1s taxed currently at 2%, "ALl profi’c over
000 is texed ot 4WB%H, wWith 2 highly proi‘itable unincorporated pusi-
, the individual owner oY owners may e in Lax prackets well above
. dn such & case» it is pflten roxwise 1O form & ¥e ar cor’porajbion-
aistripute total fam‘profit petween the corporation gnd Tenlly
pers working for the corporation in such & way as to maxinize the
unt of profit waich 18 taxed at 207, oF beldis. Corporate profi‘t‘ and
Avidual incomes can be mamipulated to some degree OV galary 1evels

family employees .
The general fax advantages of corpora’oe opera,’cion ares

- Creation of an .additional tagpayel (The corpore:bion) for sprea.ding of
4ncome s : Z -

- ‘the likelihood that some eXpenses which a¥e jpersonal in an unineor=
pors.ted pusiness may be sllowable pusiness expenses in & corporation.
These M2Y include expenses on pegidences owned BY the cox"porarbion
and. occupied BY Tamily eTiployeess : e ST

- the pb ssibili’oy of fringe penefits to family ‘enployees which may

qualify as coTporate @xpense. They may jpclude group health and
term life fneuTances o ' .

Although these zppedl to be significant tax advnatages to cor'porate
opera.’cion, the 1ssuc ig far frob cleal cub. n@ regulel corporation,
ca.pi’ca,l gain recelves puch 1ess favorable treatmen‘c than when taxed O

an individual-:. ‘This 18.2 serioustax disadvan‘cage of & corpora’cion it
the buslness expects to incul significant capital gaind, such a8 fyom sale

of raised 14ivesto cke

cnoice of pusiness fort ig an syportent considera‘sion in- ta¥ maviage
ment. The ques“cion 8 too compleX £o pecelve de-tailed. analysis iq this
publica.tion. owners and manegers of highly profi’cable farms should care=
fully axawine the advantages and disadvantages of corporate ownership :
with the asgistance of legal and taXx consvltants. '

TAX CONSIDERATIONS pl BUYING A FARM

Ty buying & farm, & pgymer 18 buying not only @ phusiness proper‘byg'

he is puying & tax aituabion. T4 is Very ixrrportant that he reallie the
tax responsibilities which £° with the ownership and opera’oion of the farm
as & pusinesss 1t is als0 important o hig welfare that he carefully




It ig Sometimag benerics
adjustments betwean interest
ight offey $110, 000
annugl Prinecipgy

Period or

nake g Countep Propog
Tice, witp interest op the "npaid balanee of 4% per
8,800 down pg nt i

ents of $11,000 €ach year, 1
e8¢ terms woyry also pe $143,000.

Ir interest in a
CXample jg unrealistic
Revenye Service

totgl Paymentg receivy,
in accordan

° Will preh *Se and aveig impute
rate, _ L

111 not pe depreciapie and .
Even g0

s 1t ig imperative
k T the alloeation of price to al1
elementy of the Property,

Purchageg Property
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For real egtabes the preakdovn will-often‘ jnclude the _fo-'lowing;

5est

‘ Non-De;erecia‘ble ' : - Degreciable

jdence OF regsidences of ovners Torm puildings =

a ' : Tenant HOUSE or houses
ber - - .  gilos and other storages
ywing crops. I : S Fencess rile dreins

hiks ops. . Tolls

Ox'cha.rds a_nd vineyamd_s
(exclusive of land

It is aometimes advisab
£ there 2re several ©
o treat each a8 & sepe
Livided' a.t'jpurchase if
for & -di_fferen’c. pUrPose t

part of
through deprecla‘cion over b
1ess tO land wikl reduce ordinary income & 4 inetr

gliocate puicha.se price
' with compara.tivel'y.

neavily U rowing CYops
1ess lef? for land an the farm residence.
ahoutd g'vé caveful rhought

When large gums are involved,' ihe buyer
to sllocablon pefore decl
The effect of the purchase on

ne cal afford o Pay-.

aing how much he €8d pay for the property.‘
nis teax position_may jpfiluence the amount

The taxpeyer has £lexibility i
i or llst:

elfe -
R.5. will allov grouping o
be li_.s-bed-in one clasgs

large degrees 11 farm machinery and e_quipment may
g one 1tem: all depreciabl 1ive stock 88 another. Grouplnd to this
i a.lculations at Th fime 1ndiv dual 1bems. are
a 1

or 1igted separately.




In faym Saleg, buye and seiier stand o 88in op lose ip tax
througy the allocation of totay Sales prige of g &roup of‘assets'tb
individual assetg, T o

The Official Pogition of I.R,s, i0n pf bagis is Sutmeg
in the fo

on allocats
llowing Quotatioy from I,R,S; publication Tax Guide rop Smal,
Bu81ness:*

'%SSETS’ACQUTRED INIGROUPSa If you Purchage 4 80ing congepy
You wiyy Probabyy acquire Several kinds of property, and the
Purchage Price nay be attributable to intangible assetq Such

the a3setg, and the bagig of each is'its pmoportionate bart op
the tptal;pgrchase Price,

e o
st pe allocated'to the assety ip the Same préportion that<the
faip Darket value of eaah asset begpg to the‘total fair harket
value Of all the assets, : ' :

: ocatio
Pecteq that I.R.8, Would vieq both ag reasonable.- Furtherg where allo.
i i i t of g

Contraet OFf sale breakdown the total Price tq all the itéms included in
& farm Sale, For these Peasong, buyay ang sellap often have considerable
flexibility in allocation of bagig in transfbrring groupg of farm-assets.,

inery
breeding liVEStOCk. Méthods of‘depreciation and the 8enera] advantages
of rapig depreciation have already'been discussed.

Tax Guide for Sma11 Business, I.R.3, PUblieation 33#, 1970 Edition,
Chaptey 27, Page 113,



the farmel
rbing meb

jgsion 1o
. man buying g, foxm TO

paditiona~ i
jtems aF ' - ved or 501d.
¢ such a8 8

- 2] -

nas the

Ling Methods and Perid -
i is 1pitiating a new pusinesss
or _accrual method of reporting and
i jperiod. Puying
does net
s’oa‘blis_hed
e from

these ©
hod and perio
There are minor

vear Dasise
y 1g simple¥ o

Most £axmers peport on a C

nbages in keepind in steP with the majority. It

srmation O pule changess and to obtain tax forms &b the time they are

ded when £31ing OB e calendal year pasis. Choosing & £iscal ear.

Aoning Maxch 1 OF Aprid 1 ma¥ more clearly gnow the 1O 1 annual yecle

meny farm busixiesfses. I+ alBo may pe easier o secure the services of
1tant when he 18 notb overbu:bdened with otheT tax

‘ Aantages of cash pasis repor‘cing have already peen
] that it is difficult +o secure per-
ethod has been gelected. Therefores

ed with an im'por’cant

cision in gelecting
“When puying @ paym, it 1 er
rice paid &b the s1locabtd nhe price
: < og should be made ©
L svely gimpl

tra.nsa,ctions can obe kept in @ fo
record ghould be--brought up to aat
tax TeburnSe S

o each yeel ar

A FARM

effec
thordugh}y exXp

tax result
the 4 oo

Inéonie ing from:
by spread:‘mg

Lat
possible

farm is PYET
£ pig far®

e of the calculations necessaly and
implications, 1le of the sale of an entire
examples gotiates for the gale ©

gented. 1o the &=



business .. lock, enock, and barpey .. and hag Teceiveq gy offer of
$110, 000,

In orden to estimate the tax consequences OFf the sale, he mugt

determine what he is eelling, alloegta the sale Drice +q the difiere
kinds orf prqperty, determine the adjusted tax basig for €ach king of
property, and calculate the gain ggq fbllowe: ' '

Selling Price Adjusted Basis_ Ga
\.M

‘Real Estap _ Personay residence $ 8,000 $ 4,000 $ Uy
All FPapm Real Estate 47,000 . 25,000 22,¢
Raigeq Liveetock, Dairy and
Breeding 26,000 0 26,0
chaseq Liveetock, Dairy‘and _
Breeding 4,000 2,000 2,0¢
Farm thhinery'and Equipment_ _ 20,000 18,000 2,00

w‘Harvested erps

. 5,000 0 5,00
Total . 3110,000 - $19, 600 $61, 6o

In mogt instances, 2 great deal gp effort jigq Fequireq 4o arrive'at
the Tigureg ag Presentag here, This ig particularl ¥
8cQuireq g & much fariier date, op acquireg by girft or inheritance.

Allocation of Sale Price
al

r
Would be necessary. In every Case, the total Price Shoulg be broken down
into the fbllowing categoriee: Fary lang and buildings; residence; farm
Bachinery and equipment; harvested Cropg 1ivestock held'for Sales Purchage
- livestoer held fop dairy op breeding 8nd raigseq livestock held,fbr dairy

group of‘purchased animalg, Ir rapig depreoiation hag beep Lsed op S0me
Tarm buildings a separate_calculation is fequirag On each, A part or alj

line of farm nachinery for $50,000. he buyep D8y have a8reed to the
Price, believing the Machinery ", be worty $25,000 and the Cattle to pe
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otal sale ) o peller pelieved the
$30,000 ond of the equipmen®s

act.

allocating.t
atltle sold to be

i value
] aied.in the conty

0,000 Price d Equipment:

for.Cattle an

sed
iry © Q0% $13,000

rehased
siry Cattle 1,000

attre $26,000 $26,0

p,000%%

Lchinery & o .
Jgquipmely 20,000 . -2,000*%* 22000 5,000
vie Galn $l6,000 $18,500

Tobal Taxe.
uited in & ai fference

& aifference in &
y f the a1location 1 nob D conflict
R not 14kely to

with & cow
e challenged.
' hel@ ab 1east daliry
1l capital gaine _
are depreciation hag

is capital galiis
11 of the gain'will'be

o years for

%

heen taken O

i a fully taxeble.

in this exauple, a1l galn is ordinarys pecause depreciation 1aken
e 1961 exceeded gain on 81l itemse '

ginc

1% is cbviou xnat the sellet will enefit VY allocetb
ghares of the gotal sale pri e o Propet y which qualifies r capl
galin tred nb. real eate a raiged dairy & d'breed;ng live
stock geneYs 1y doe waliiy roWing sold with the farm.
Trventory itém 2 stored cTODS pe mackhin v & _equipment amd.purchased.
livestock geners do no qua ify for capi'al"ain,treaxmen . T

_cost
aple ©




Suppose'in thig Case the facts are as:fbllows:

Item : Cost Or Othey Bag:

————— .
Main farm, inheriteq in 1945 c - $315,000 (valye at dge
. B Previous oy

Additiona) g, and tenant houge, . | - \

Purchageq 1955 o 5,000 (purchase pri
Barn_addition and ney silo, 196) , . 10,000 (actuay cost)
Capita) improvements to residence, 1965 4,000 (actua cost)
Less depreclatlon allowe or allowable Fe} ‘ _ _ .

farm buildings and'fénces, Since 19ks5 =l 500 (fron Past tax

: . 2200
Teturng) .
29,500
Less adjugteq bagig of bulldlng ' (£1 , .
lotg sold, 196l =500 from“past,tax
. ; - returng)
Adjugteq basis; Tarm pegy estate ' $29,000

It may be Toung that 5 PBortion of the &ain attributable to fary
buildings Will pe classified ag ordinary rathex 1 i
of g 1963 Tule op treaﬁment of gain:from s8ale op depreciable reg] estat

Income from the g of and bu;ldings helg at a3t onae Vear
and used ip the fopmy Usinegg, rom reiged liVEStock held fop dairy o
breedin Wrposes fop Ye longe (one Year if g, Wired prign,
%o 1970) ang from'unharvested,c OP8 5014 i Tarm gena LY receiy
Capital gaiy treatment, and th . onl One~haly 4 e 18 taxahie h
Same ig 4p € Conce ning gain o Durchageg live toek n 1d g least two
years foyp air breedlng‘p POseg EXcept fop gain wi 8 Offset p
depre01at10n taken after 1969, 108 and O8ses on e8e. iten s and



.25 =
will in

as theY almo
and 1o8Ses.

3y 1lOBS.

yent of & ] capital galinsd

re casess guch a8 whe
and then none

3 galns, hal
(i fication and Tepor
ascribed.belcw.

dence - Tn this €&
ig & Cap g

e .
“hAg the residence 1
months, the gain is capib

Foym 10 G

n sale of the residence.

§ly,000 gain ©
was h 1d more than 81X
of .

r selling 1g 65 OT overs helmay‘exclu&e ghe entire
price does not exceed 420,000,

£ the gale
another re

1f the farme
gain ov the pesidence i
whe'ther oY not he puys

Onl )

rapid deprec1at10n a

than ten years, rt © all © the galin ©© a
of capital gain.

! ry and preeding purposes A1l gain is to be
reporte ce, all guc cattle Wwere held
two years OF move, 80 the gain 18 capitak gain. 1f held ToT less
than twWo years the income would be reported on gehedule D, but

gain.
_ The incoft€ is

freate

vy OF Bree

purchased 1ivestock Held
to he reported on dehedule s thi
years OF mores nd as none of the gain was offse by depreci
Laken after 19695 a1l galn recelives capitel gain treatmenite. For
sale after he 1970 Lax veRTs par® all © the gain £ m sale of
lxvestock will be ordinary galin.
Wnen & CO 1ete Yine of farm.machinery is
i be made O gchedule D.

Farm.Machinery and Eqpipmsmt -

G010, NS first calcuiation ond ‘tax en

Any. g8in on the sale up to the amount of depreciat' _ n since

1961 is ordinary gain. Any excess over that amount 18 capital gain.

the $2,000 gain on equipment 1g ordinary galn
aed $2,000- 1n almost all

1961 exces
all be ordinary galie

In the example, .
depreciation t

gken since
n farm equipmenﬁ ]

Hecause
alesd will

cases, gain ©




~ Farp OWhepr 1
bayers gpe

s and files o Joint return, and hoth tax~
undep age 65, RS :
-~ The'farm resid

Ghce ig Yeplaceg Wwith anotheyp residence Costing
more than $8,000. ' :

~ Only straight i
improvaments,

$5,000
. ' Machinery - E?GOO | :
Capital 821N from gale of the Tarm . _ | $ 7,000
Real estaiq - $22, 000
it g e |
Ca,pitgl gain . $50, 000
One-hg1 s taxable - $25.000
Total taxable gaip $32,0QO
Income a5 With the fapy Sale = $ 9,500
ad investment eredit op o
Sale of machlnery‘ | - . 500
Total tax gye - $10,000
Income tayx Vithout the ga1. (on $2,000) = $ 290
The sale resulteq iy MOVing the'
the Log too bracket

'taxﬁayer from the 159 téi-bracket:to



g Whel agle 18 a Casgh Transaction in TWO Years
. ty in cash trense,ctions,
s would ©e

;nsequence
the same farm propet v
g, the tax conse’guence

gold

1f the same farmel
ivided the sale jnto o tax years»
geveres
To illustre’oe, 1% is as® a thatb nachinery iive rock are sold
ype t& eal 3 and farm rea tate harves a crops &t old ir the
LoWing pax years’
resullss pirst sale yeal s
orainary sneome £TOR gale of machinery $ 2,000
capital gain frod sale of 13vestock 08,000
, one-~balf yaxable 14,000
otheYr paxable ipcome ] 2,000

Total paxable ypcomle $18,000
tpeome t8¥s pirst s2le year _ . 3,820

PLus reeep'tured. imres’oment‘ eredil ‘ ‘ 60- :

on 5@1e of wpachineTy oY
$l,320
Tax results, second amle year:

ordinary sncome Fro® narvested cTOPS § 5,000

capital gain fro® gale of real egtate . 11,000

otheY taxable jncone C 2,000 -
Total paxable jpcome ' N $18,000

L e qecond sale year 3,820
Tax Consequences When Sele  is OB jg.ge*‘lnstalmen‘b pan=x -

The T8 consequences of & major faxm aale cal be minimized. oy mekRing
fhe sale on the ins’callment pa.sis and. thus ayolding & yery 1arge ahle
incone .y one ta¥ yeals '

To qualify for _i.ne‘oallme_ ¢ sale rreatments the following conditions
st e mett

.. payments in year of sale must wob exceed 30

e then 1,000, if personal property.
e will nob qualify.

held primarily for B2




In Order ¢n calculate the
CXample, assume tp,

tax elfects op an installmen :
& payment for the $ll0,000 businegg Will be ¢
he bagig of $10,000 down, gng $10, 000 #dditiona; |
of the Sale, wigh interegt at 5g
Applying the 304 Test
Total selling Price =

$120, 000
Lesg harvested Cropg ' ; (thig is &
Amountg of sale qualifying
for installment

treatmens $105, 0pg
$10, 000

Because the

ty'sold en
Payment iy, JEAT OF gg1e of $9,523 is legg than
30% op $105,000, the 30% test g met;
Determining the Contract Prica
In thig Case, no Tortgage was g Sumed by the b Yer, so the se13
DPrice gpg the cont, ice Ohe and tpe €. I + buyep hag
8Sumeg TOrigage $10,000, the o Ntraet DPrice would pe $lO0,000
($110,ooo $10,00 )
Calculating the Groge Profi+ Percentages
In Order 4q know what Portioy Of each installpy, t Payment 18 gain
8rogg brofi percentages mist be Caleulate 25 foll
Gain d1v1ded by Grogg brofig
Asget Clasg Solq Contraet Price Pereents )
=€l price —==fhtage
Capitay asset residence $ &, 000 $ll0,000 3.69
Sybrig assets o Tarm real |
estate, cattle 50,000 110,000 - 45, 59
Hybrig assets . machlnery' 2,000
ng

" o ther esidence no
€rorted iy Year o Sale,
Reportebl g3in op ¢ € Farm Teal tate ap cattle jq calculated
g ultiply1ng sale income for yegs ($10,000) 8Y0ss prog. £
tage (45.5%) $10,000 b5 5 $h, Vbrig Incom



d separa’cely pecauss
s ordl nary

Grogs profi’n on the machinery s coleviate
the new re uﬁ.remen’o theb gain due © deprecia‘t.ion after 1961 i
n. In TS case $10,000 = 1.8% = $180 =~ gain from nachinerys year
agle. A8 wmis is all offset VY epreciation roken afber 1961, iU is
ainary gain, reported OB gchedunle D.
Tnstaliment Method
Tncome {from' gale of narvested crop - ‘ $5,000
Tostallment portion, gain on machinery gale ' 180
Tnetalinent portion, gain on hybrid agsets dl4,550
hssune all of this cecelves capital gain
‘c.rea.‘cment . 2
2,272
pdditions 1o taxsble jneome due o sale &7,455
Tncomne La% with the sale on installment
(49,155) = ; $1,700
s $500 pecaptured inves‘cment eredi®
on sale of pachinery 500
_ _ 2,200
{ncome taX rithout the sale (on $2,000) § 290
Tneole to be Reported vear ALLET gale '
The gross profit percentages already ealculd a will be peed in
each subsequen'b yeal to Jetermine e gmount of mstallmen’c incomnme
to be reported.
' ' aross profib - pnnual Tnstallment
“percentag,e paymen’o ineone
H},ﬂorid assebe, farm veal : ‘
ostate, end cabtle L5.5 $10,000 7 $h,550
fybrid assets, fs.rm"machinery 1.8 X $10,000 & 180
Assuming the taxpa.yer‘s other raxable jneome remained unchanged. st
$2,000; and tax rates premained the seme &8 for 1970, nis taxX would be
as TollOWS: : '
Taxsble 1NCOTE ppom sale = 4,550 % o = $2,270
‘ : + 1680
| - $2 9""55
$ 705

2,000 * §2,u55 =

Tncome tax OO $
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p, If the gale of the farm OF farm ProP
conversion, the roceeds mey e reimrested jn Like ’pfO'per’Gy
within & epecified. 'period.. Tor eXam) e, Wnere 1and 18 taken

in & coedemnation proceeding by & public arthority. ,

. If the faxm or farm property 8 setually exchaﬂged for other
proper’ny of similar nature and values the gal need 1ot be
recognized, pecause cuch & © ade 1% classified a8 non’ba:zta.'ble
axchande.

Resl dence

, on the gale of Personat : '
residence 18 o copital auset. & the sale of
on of the gelling price
be determiﬁe&.

the porti
st

A faxmer 'S personel
farm jpeludes sale of the presidencss
| of the cogt oF © nhey basls sllocable to the regidence ™
1f there 18 @& gain on the sale of the residences and 8 nev residence"
purcheeed. or constructed within one year pefore OF after the sale, taX
| ghe gain wpust be postpone '. - ‘
Txample:
Faxm Sale $110,000 ' _
a1located £O Residence 8,000
Adjusbed pasis of Residence 1,000 '
(Cost PLUS capital improvements)
Gain On Residence L  $h,000
egidence is purchased or constructed. within one year pefore
gt be poetponed. The TUle no

1f another T
the galn g1k

or after the sale tax on
optionel in the c8se of & regidences
Example
tew Residence purchased 0¥ $12,000 _
pdjusted pasis of o1d $lt,000
Plus pifferencs Retweel gsle Frice 14,000
of 014 aw purchase Price of New
pdjusted Bosis oFf New Residence 48,000
r 65° _.
e farm sale,

S:gecial puie for Taxpayers ove
s B5 years of age ©oF over &b time of the
i not exceed $00,000, the galn
yal 4

and the agle Price o] _
on sale the regidence e excludeds and
if the gale price exceeds $20,000, a portion of the gain 18 excluded.
de a8 follows?
e from galn

un® e};cludabl




cdn thig ca,

lculation, "
basis-and'sale DPrige,

s &2in op loss mist pe

he entire Proceeds gpq

SpPecifieq Yeplacement Dber:
© Postpone tax on the gain, 1y thig Case, the
1s.optional.

more restrictive for Persons,
ate, Mbney'rece1ved from gn 1nvoluntary
CoOnvVersion of llvestock Mst he reinvegteg in livestock of & 1ike king
iry COWS Fop dadiyy cowsg, Mbney'recelved Trom gpn 1nvoluntary CONvergs
Or faym real estate may bpe reinvested in any other real estate Which jg
itendeg 1o prog €€ Income, ST lang g Condemneq for g highway tl
Proceeqg Coulg pe Telnvestag 1 rentg] Property 4p town, for eXample
The replacement Periog beging With the date of dlspoeition or date
Of threat of condemnatlon, Whichever is farlier, an ends two
the close of the tay ar in wh

ic eonsequences. The right
ized in Such an €Vent ig intendeqg Brovige
elief in & situation ot of the axpayer's ing.

mbntaxable Exchanges

Gain or loss i not recognized if g farmeyp eXchangeg or swapg businegg
Property for Other businegg Property or & like k3 d.

Tradlng 2 tractop for g
taxpa,
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the cash oOF other property ipvolved. Trading a‘tractor for acreags is
E considered trade of property of a like kind. Property exchanged.must
nal auto will not qualify. Property held

held for pusiness
1e will not qpalify.

jmarily for s&
g STATUS AS A FARMER IN YEAR OF FARM SALE

TAXPAYER MAY TOSE HI
inpcone from

stimates and
Wwho

gs of his gross

A taxpayer who recelves at
qparterly tax €
this definition,

he business of farming is exemp

aying the estimated.tax'by q

eports o0 the € nay file an eatimate and pay the eatbimate
ax by January 15, and PEY th i i return oY April
|5th, OF he may file his return and pay Most
Farmers ChOOSE Lo ignore pay by March 1s5T.

1east t+wo-thir
+ from £iling

tax estimates 2
tax year may fail to
jre incone for

11s his farm auring the
g ent
£ the

A farm owner who 8e
meet the I.R.B. definition of a farmel even though bl
the year 18 derived from fgrm incoue prior to sale -and proceeds o
gale. Gross income from fayming Jo€8 not include aing from gales of
aple farm cquipment. 1t does include gains from sales

farm 1and and depreci

of drafb, breeding, o gairy Tivestock.

ale of farm real estate and machinery does not
sells oub may not recelive two-
Tf he does

Recause gain from s
iv the yearl of sale.

quelify as negrm’ incomes
thirds of hig gross income.
A farmey in this position

not, he 18 1iable for duarves
the first qparterly filing date

should file & _uarterly estimate oL
Ffollowing hig sale, in order o avoid penalty.




INCOME Tax

~ 3 .

ESTIMATE FORM

Actual and Flanneg Recei

INCoME

Idvestock Products Solg
Crops Soig
Livestock Held For Sale

Net Nonfarm Income
(Labor, Rent, ete, )

TOTAL INCoMz
EXPENSES

Laboyp
Repairg and Maintenance
Interegt

Rent

Feed

Seeds ang Plantg
Fertiligap and Lime
Machine Hire

Supplies

Breeding Feeg
Véterinary and Medicines
Gasoline, Fuel ang 0il
Taxes ang Insurance
Utilitieg

Trucking

Conservation Expense
Other Fapm Expenge

TOTAL casy EXPENSE
DEEEECIATION

Amountg to
January to

DEPRECTATTON & CASH EXPENSE

——
Total Income lagg Total Exvenge

Less Standarg Deduction
Less $

Total Deduetiong
Hstimateg Taxable Income

x Exemptlons

-- CASH pASTS
pts for 13__

date

Estimated

rest orf Year
= Bl Vear

Egtim

!
Jyear'ts



