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Rural Tax Education

 Website hosted by Utah State University

 Material developed, managed, and owned
RuraITaX'Org by the National Farm Income Tax
Extension Committee
 |Informational Material on Ag, Timber, and

Rural Tax topics include but not limited to:

« Disaster/Weather Losses
Treatment of Government Payments
Farm Losses and Hobby Rules
Self-Employment Taxes

Estate and Gift Taxes

Like Kind Exchanges

Depreciation

Etc...
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https://ruraltax.org/

US%A‘ Acknowledgement/Disclaimer

This material is based upon work supported by the U.S. Department of Agriculture, under
agreement number FSA21CPT0012032.

Any opinions, findings, conclusions, or recommendations expressed in this publication are those
of the author(s) and do not necessarily reflect the views of the U.S. Department of Agriculture. In
addition, any reference to specific brands or types of products or services does not constitute or
Imply an endorsement by the U.S. Department of Agriculture for those products or services.
USDA is an equal opportunity provider, employer, and lender. Rural Tax Education is part of the
National Farm Income Tax Extension Committee. In their programs and activities, the land-grant
universities involved in this project do not discriminate based on race, color, religion, sex, national
origin, age, genetic information, sexual orientation or gender identity/expression, disability, status
as a protected veteran, or any other status protected by University policy or local, state, or federal
law.
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Webinar Topics

 Where is farm information located in tax information

e Quick overview of Schedule F and Form 4797; need to extract separate income details
 Introduction of Forms FSA-1122 and FSA-1122A

e QOverview of Form FSA-1123

o Farm example using Form FSA-1122 (for our example, we did not use FSA-1122A)

e Resources available

e Discussion of items to consider

e Questions and Answers
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Pandemic Assistance Revenue

PEQIQHMear based calculations from filed

Income tax returns (or as If filed a return)

e DO not consider using crop program years

e Must use amounts found on the tax return

 Farmer selected benchmark year (2018 or 2019)
 Pandemic year 2020

info@RuralTax.org RuralTax.org



Where is Farm Income for PARP

 Not all Farm Income is on Schedule F There is a need to have
clear communication
o Over 98% of farm returns are filed using cash between the operator and
accounting tax professionals to find
out what their operation

* Schedule F — Farming activities :
includes.

 Form 4797 — Raised breeding (dairy and draft)
You cannot get the

livestock
complete picture from just
 Schedule F — Reported value added products, ag a tax return. Additional
tourism, etc. communication, records,

etc. are needed.
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Schedule F vs. Schedule C

e Schedule F - First saleable point on schedule F
« Sold in its original state
* De minimis value-added

e Schedule C — NOT farm income
» Value added ag products — strawberry jam
o Agriculture tourism activities

 Where do the value of the ag products that are grown by farmer and used in value-
added ag products go?
« Value at first saleable point on schedule F (selling to their value-added business)
 Reasonable value
e Could use the cost of production
» (Good practice to have documented value in multiple ways

« Might not have done it this way — need to look at the records of farm and ask
guestions.
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Using Tax Information for the
PARP Application

Schedule F: Profit or Loss From Farming
Form 4797. Sales of Business Property
Farm Records

Forms FSA-1122 and FSA-1122A

Form FSA-1123

 Example to calculate input values for USDA Form FSA-1122
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Schedule
IPoa(ft Ied to explain: Subheading Here

» Cooperative distributions, Line 3a &b e Lorem ipsum dolor sit amet,
consectetur adipiscing elit, sed do
« Agriculture program payments, Line eiusmod tempor incididunt ut labore et
da &b dolore magna aliqua.
e CCC loan election(s) Line 5  Lorem ipsum dolor sit amet,
consectetur adipiscing elit, sed do
* Crop insurance election(s) Line 6 eiusmod tempor incididunt ut labore et

dolore magna aliqua.
e Otherincome, Line 8
e Lorem ipsum dolor sit amet,
consectetur adipiscing elit, sed do
eiusmod tempor incididunt ut labore et
dolore magna aliqua.
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Presenter Notes
Presentation Notes
Make sure that the amounts used from the Schedule F follows the instructions found on Page 2 of FSA-1122. 


Form 4797: Parts |
&mlel[ions are needed to:

» Separate raised breeding (dairy and
draft) livestock sales reported on Part
|, Line 2 (held for more than 24
months) from all other asset sales
reported on Line 2

» Separate raised breeding (dairy and
draft) livestock sales reported on Part
ll, Line 10 (held for 24 months or less)
from all other asset sales reported on
Line 10
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FSA-1122:
Page 1,
Part A




FSA-1122: Page 1, Parts B
through E



Presenter Notes
Presentation Notes
Form FSA-1122 is producer certified.


FSA-
1122:
Page 2
Being
revised


Presenter Notes
Presentation Notes
Mention that what IRS and USDA considers farm income may be two different things.

Attendees have as hard copy in front of them.


FSA-
1122:
Page 2
Being
revised
(cont.)


Presenter Notes
Presentation Notes
Mention that what IRS and USDA considers farm income may be two different things.

Attendees have as hard copy in front of them.


there‘ﬂefor EW producers of i

S an increase in the business
operations

o Part B — new 2020 producer

o Part C — new 2019 producer without a
full year’s revenue

o Part D — 2020 increase in operation
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FSA-1122A, Page

grm Instructions
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FSA-1123

Used by persons or legal entities that
exceed the average Adjusted Gross
Income (AGI) threshold of $900,000
for years 2016 through 2018.

Subheading Here

e Lorem ipsum dolor sit amet,
consectetur adipiscing elit, sed do
eiusmod tempor incididunt ut labore et

- If the average for the 3 years is dolore magna aliqua.

greater than $900,000, the form FSA-

e Lorem ipsum dolor sit amet
1123 must be completed. IpsU | ’

consectetur adipiscing elit, sed do
eiusmod tempor incididunt ut labore et

* Alicensed CPA or Attorney must: dolore magna aliqua.

1. certify that the average AGI for
the 2020 program year exceeds
the $900,000 limit,

2. certify the 2020 tax year AGl is
$900,000 or less, and

3. certify other items on page 2.

e Lorem ipsum dolor sit amet,
consectetur adipiscing elit, sed do
eiusmod tempor incididunt ut labore et
dolore magna aliqua.
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Presenter Notes
Presentation Notes
Ethical duty of CPA or Attorney to follow due diligence, time consuming, etc.


Example: Wil
Farmer’s Application
for PARP

o Will Farmer operates a traditional diversified
crop and livestock farm in the central plains of
the United States.

 Will is making an application for the 2020
Pandemic year; 2019 is his benchmark year.

e Will received a $10,000 ERP payment in 2020.
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Will Farmer’s Schedule F, Part |
(2019)




Will Farmer’s Form 4797: Parts |
& I




Will Farmer’s Schedule F, Part |
(2020)




Will Farmer’s Form 4797:
Parts | & |i




Determining Allowable Gross

!c;%yee n u e Form 4797

* Provides totals for various line * Review sales of business assets (Sale
numbers. of Business Assets.

* Line 2 may have de minimis value * Only include sales of raised breeding
added. (dairy and draft) livestock (Part I, Line

2 and Part II, Line 10).
 Page 2 of Form FSA-1122 provides
guidance as to what to remove from
calculations.

« ERP payment received in 2020 will be
adjusted by FSA for the payment
calculations.
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Will
Farmer's
Schedule F
for 2019 &
2020 with
PARP
adjustment
s for FSA-
1122

ERP payment
of $10,000 is

included in
Iivns Al ~AF

Schedule F (Form 1040):
Profit or Loss From Farming

Line No.

Line 1a

Line 1b

Line 1c

Line 2

Line 3a
Line 3b
Line 4a

Line 4b

Lines 5a,
5b, & 5c¢

Lines 6a
& 6b

Line 7
Line 8

Line 9

Line Description

Sales of purchased

livestock and other

resale items

Cost or other basis of

purchased livestock or

other items reported

online 1a

Subtract line 1b from

line 1a

Sales of livestock,

produce, grains, and

other products raised

Coop Distributions on
(Forms 1099-PATR)
Agricultural Program

Payments

Commodity Credit
Corporation loans
reported under
election

Crop Insurance
Proceeds and Federal
Disaster Payments
Custom hire income

Other income

Gross income

2019
Schedule F
Part |

$ 200,000

$ 125,000

$ 75,000

$ 255,550

$ 223,200
S 222,900
S 65,200

$ 60,200

$ 100,000

S 19,100

S 12,900
S 3,100

$748,750

incl personal
less personal

eligible crops
less mkt gain

lines 5a and
5c

Fuel credit

FSA-1122

Part C - 2019 Allowable

Gross Revenue

Box 7.

Allowable

Allowable

Allowable

Allowable

Allowable

Allowable

Allowable

Box 7.

$ 75,000

$ 255,550

S 222,900

$ 60,200

$ 100,000

S 19,100

S 3,100

$735,850

2020
Schedule F
Part |

$ 215,000

$ 130,000

S 85,000

$ 179,500

$ 124,000
S 123,000
S 63,000

$ 58,000

S 65,000

S 4,500
$ 21,000

$536,000

incl personal
less personal

eligible crops
less mkt gain

lines 5a and 5c¢

Fuel Credit S1K
State grant $20K

FSA-1122

Part C - 2020 Allowable
Gross Revenue

Box 8.

Allowable

Allowable

Allowable

Allowable

Allowable

Allowable

Allowable

Box 8.

S 85,000

$ 179,500

$ 123,000 ¢mm

$ 58,000 ¢mm

S 65,000

$ 21,000 4mm

$531,500



Will’'s PARP

income |
. PARP Adjustments 2019

adjustments for

sales of cull raised Schedule F

breeding IiVeStOCk Modified Gross Income $735,850

from Form 4797 Breeding animal sales

for 201 9 & 2020 Form 4797: Part |, Line 2 S 16,640
Form 4797: Part I, Line 10 S 5,000

Form 4797 Sales Of mmm) Total Allowable Gross Revenue $757,490
breeding (dairy and

draft) IiVEStOCk are Percentage decline from 2019 to 2020
added to the Gross
Income from

e _ . _ i__5Hn._. = _ _

2020

$531,500

S 30,300

S 4,500

$556,300 <

26.56%



Will’s FSA-1122




FSA-1122 Application
Am@rsmnm::ﬁm

Lines 3a and b: Subtract Cooperative Distributions for nonfarm items (Refer to 1099-
PATR and farm records)

e Lines 5a, b, and c: CCC loans elected to be treated as income (not as a loan) and
loans forfeited (not repaid)

e Line 7: Custom hire income is to be removed

* Line 8: Income must be related to the production of commodities

 Form 4797: Sales of Business Property

 Include the sale of raised breeding (dairy and draft) livestock in the determination of
the Allowable Gross Revenue

* Raised livestock sales are reported on Lines 2 and 10 of Form 4797

NOTE: be sure to review Page 2 of Form FSA-1122 for guidance of inclusions and exclusions
such as the $10,000 ERP payment used in the example
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Accrual
Method of
Accounting

PARP Focus
is on “Cash
Basis”

Amount on
Line 44 is to
be used as
Allowable

Gross



PARP Fact Sheet: Page 2

Allowable Gross Revenue

Allowable gross revenue includes all revenue a producer received on a “cash basis”
method during the applicable calendar year and reportable to IRS on Schedule F or
some other Federal tax form. Allowable gross revenue does NOT include costs or
expenses associated with revenue generated by the farming operation.

Allowable gross revenue must have been received from the production or sale of an
ag commodity including crops, aquaculture, livestock, livestock byproduct, or other
animal or animal byproduct. The commodity must have been produced in the U.S. or
produced outside the U.S. by a producer located in the U.S. and marketed in the U.S.
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Review of PARP Application Proces:

e Application on Calendar Year (not a crop production year)

* Follow Form FSA-1122 instructions

e Use the USDA Pandemic Revenue Program Tool to assist with
calculating allowable entries

e Post allowable entries from USDA Tool into FSA-1122

e Sign and date

e Complete Forms FSA-1122A and/or FSA-1123 if needed
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FSA-1123

If AGI exceeds $900,000 limit Will Farmer Example

e File Form FSA-1123 for waiver. e Filing of Form FSA-1123 is not needed
because the threshold was not reached

 The reported income must be
certified by a CPA or attorney; this * Will's AGI was less than $900,000.
IS required by statute not USDA

policy.

e In very rural areas, this certification
could be problematic.
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USDA PARP Resources

Pandemic Assistance Revenue Program Website
https://www.farmers.gov/coronavirus/pandemic-assistance/parp

Pandemic Assistance Revenue Program (PARP) Fact Sheet
https://www.fsa.usda.gov/Assets/USDA-FSA-Public/usdafiles/FactSheets/2023/fsa parp factsheet 22 012423.pdf

Emergency Relief Program Phase 2 and Pandemic Assistance Revenue Program Comparison Fact Sheet
https://www.fsa.usda.gov/Assets/USDA-FSA-Public/usdafiles/FactSheets/2023/fsa parp erp2 factsheet 22 update 011823.pdf

FSA-1122 Pandemic Assistance Revenue Program (PARP) Application

https://www.farmers.gov/sites/default/files/documents/farmersgov-parp-application-form.pdf

FSA-1122A Continuation Sheet for Pandemic Assistance Revenue Program (PARP) Adjusted Revenue

https://www.farmers.gov/sites/default/files/documents/farmersgov-parp-continuation-sheet.pdf

FSA-1123 Certification of 2020 Adjusted Gross Income (AGlI)
https://www.farmers.gov/sites/default/files/2021-12/fsa-1123-12152021.pdf

USDA Gross Revenue Calculation Worksheet
https://www.fsa.usda.gov/Assets/USDA-FSA-Public/usdafiles/farmers/docs/pandemic rev program tool version 1 2 final.xlsm
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https://www.farmers.gov/coronavirus/pandemic-assistance/parp
https://www.fsa.usda.gov/Assets/USDA-FSA-Public/usdafiles/FactSheets/2023/fsa_parp_factsheet_22_012423.pdf
https://www.fsa.usda.gov/Assets/USDA-FSA-Public/usdafiles/FactSheets/2023/fsa_parp_erp2_factsheet_22_update_011823.pdf
https://www.farmers.gov/sites/default/files/documents/farmersgov-parp-application-form.pdf
https://www.farmers.gov/sites/default/files/documents/farmersgov-parp-continuation-sheet.pdf
https://www.farmers.gov/sites/default/files/2021-12/fsa-1123-12152021.pdf
https://www.fsa.usda.gov/Assets/USDA-FSA-Public/usdafiles/farmers/docs/pandemic_rev_program_tool_version_1_2_final.xlsm

Finding a Farm Tax Expert

« Materials available
e Tax topic - How to Choose a Tax Professional | USU
« Webinar — Introduction to Ag Taxes. Taxes and USDA Programs | Farmers.gov
* Includes choosing a tax professional

 What to look for in finding additional expertise
* Check the preparer’s qualifications
« Ask about experience with farm, forest, ranch land returns
o Ask about service fees
« Make sure the preparer is available
* Ask how they handle “grey” areas
* Find out limits on audit representation
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https://extension.usu.edu/ruraltax/tax-topics/how-to-choose-a-tax-professional
https://www.farmers.gov/working-with-us/taxes

Tax Resources

 Farmers.gov/taxes
 Webinars and links to materials
e July 12 — Ag Taxes: What new farmers should know (Registration Info)
« March 2023 — Schedule F: a line by line discussion
« May 2023 — ERP Phase 2 Application webinar

e RuralTax.org
« Tax topics
 How to pick a tax professional
 Farm, Farming and Who is a Farmer

« Land Grant Universities Extension Programs

« AgFTAP.0rg
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Follow-up Questions

Please send your follow-up guestions to:
e Janet Wright

» Janet.wright@usda.gov
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Thank you for your
Attention today
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