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Question 1 - I have a question regarding a client who had some damage in the tornadoes back 
in November.  As a result of this casualty, taxpayer lost buildings, livestock and a large amount 
of hay that was used for feed for livestock.  Taxpayer has received insurance proceeds for this 
loss.  Taxpayer will be rebuilding steer barn within 2 years and we believe should be able to 
defer gain on insurance proceeds for building.   Is there a way to defer gain from insurance 
proceeds on steer and hay that was lost? 
 
Unfortunately, only assets qualify for 1033 casualty gain deferral. Since steers were held 
for sale and hay for feed, the insurance proceeds are reported as Schedule F income. 
The only offset would be to incur Schedule F expenses before year end. 

____________________ 
 

Question 2 - Where would you report rental income from someone who is renting the farm that a 
farmer is actively farming? The rent payment is for the right to hunt. Schedule E or F? 
 
There are several ways you could look at this depending on the facts which I don’t have.  
That said, let us make some assumptions and give you several potential answers. 

 
Assumption 1. You are receiving the 1099-MISC as the $ are significant and this is 
a regular (seasonal) activity. 
 
Answer – I would treat this the same was as an ag-entertainment activity on your 
farm and include it on your schedule F. 
 
Assumption 2.  This is not a regular activity and there are no services that you 
provide besides allowing the hunters access to your property.  
 
Answer - It is not a trade or business and you can report it as other income.  

____________________ 
 

Question 3 - From pg. 28: Can related and nonrelated parties take bonus depreciation on new 
tiling? 
 
Yes on qualified property (see page 57) 

____________________ 
 

Question 4 - Is related party non-passive rental income subject to net investment income tax?   
 
See page 35, self-rental to business in which taxpayer materially participates is excluded 
from NII. 

____________________ 
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Question 5 - Would it make any difference if it were a C Corp for self-rentals? 
 
A landowner who is also an employee of the C-corporation is deemed to be materially 
participating in the C-corp activity and therefore could qualify for self-rental treatment. 

____________________ 
 

Question 6 - Is there a form to report lowering of farm basis because of pipe line or other 
payments? 
 
There is no IRS Form to recalculate your basis in your farm land.  This would be an 
accounting adjustment that you would keep as part as a permanent record.   

____________________ 
 

Question 7 - Can a temporary waterline (right-of-way) ROW payment to last 3- 6 years be 
deducted from land basis? 
 
This should be declared as rental income and not a basis adjustment. 

____________________ 
 

Question 8 – So can you use bonus depreciation if business use is less than 50% business 
use? 
 
No 

____________________ 
 

Question 9 - When a farmer buys farmland, how do compute the value of any field tile and 
fences? 
 
There are two options here.  Option #1 would be your best option. 
 
#1. Prior to the closing of the property get an appraisal from a licensed appraiser who 
specializes in farm appraisals.  The appraisal should separate the values associated with 
the land, any structures, tiles, fences, roads… 
Keep in mind that an appraisal is subjective and you should work the appraiser to get the 
most favorable appraisal as to the values of the non-land structures and improvements. 
 
#2. You and you real estate agent and the seller can do your own allocation.  Again, like 
above each non- land structure or improvement should be separately stated on the sales 
contract.  This might save you a few dollars but could be challenged by the IRS.    

____________________ 
 

Question 10 - What if Eileen had not filed that 2013 return with the loss until 2017?  Can it still 
be carried back at that time?  This is an actual case this practitioner is working with. 
 
The TP only has until 6 months after the due date of the return to make the election to 
forgo the NOL CB and elect to carry the NOL forward. (so for an 4/15 filing, this would be 
10/15).  IRC 172(b)(3)…   Which just so happens to be the fully extendable due date of the 
return. In this example (#7 on page 23) The TP, Eileen failed to make a timely election to 
forgo the carry.  What would happen in this case is, the NOL would be reduced a 
hypothetical carryback and any remaining NOL could then be carried forward. 
 
 
If you had a question that was not addressed, please contact Barry Ward (ward.8@osu.edu). 


