
ANR Tax Issues Webinar 2018 

Part 2 

Q and A 

Are you saying that if a farmer self rents his land to his farm operation, than he could be subject to SE 
tax on net rental income recieved if he materially participates on the farm operation side or does the 
participation need to occur from the landlord side? 

I would like to discuss this question for further for further details: ward.8@osu.edu 

The following articles may provide some clarification on the question you are asking. 

https://www.calt.iastate.edu/blogpost/despite-guidance-lots-questions-remain-regarding-rental-
income 

https://www.calt.iastate.edu/article/tax-implications-farmland-lease 

We have some local CO-OPs listing a DPAD transtional deduciton and have no mention of QBI. Where or 
how do we report this? 

I think this reference may answer these questions: 

https://www.calt.iastate.edu/blogpost/cooperative-dpad-transition-rule-presents-difficulties 

 

I might be jumping ahead on the QBI deduction available from coops, but can a farmer opt to not use 
the coop QBI deduction and instead take only their own calculated QBI deduction? Under the old 
system, taking the coope patronage deduction worked well for small farmers who had no payroll or a 
small profit. But with the new rules, most farmers do not need a payroll to get the 20% deduction. 

No. A farmer cannot opt out of the 199A deduction for Coop sales to take advantage of the 20% 
deduction available for all other QBI. 

 

Where would you put farm rent if the person is paying for the right to hunt? the farm is actively farmed. 

This could go on a Schedule E or F (or even a C) depending the status of the landowner in relation to 
the farming business and the services that they provide to the people leasing the land for hunting 

 

If ordinary gains increase QBI, does an ordinary loss on form 4797 decrease QBI? 

It would appears so. 
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If there is a fiscal year entity that ended in 2018 there was no way to provide and allocation for QBI info. 
Does this mean that that the return filed for 2018 at the individual level gets no QBI deduction for 2018? 

That is the understanding that we have now, yes. 

http://blogs.claconnect.com/agribusiness/patrons-may-lose-most-of-199a-for-2018/ 

 

Will short-term capital gains be part of QBI? 

It appears they are not. The following comes from our National Income Tax Workbook 

QBI does not include wages, salaries, and guaranteed payments for services [I.R.C. § 199A(c)(4)]. 
QBI also excludes the following:  
Dividends, including qualified dividends  
Interest, unless it is allocable to a trade or business  
Capital gains and losses (short-term or long-term)  
Gains and losses from transactions of foreign personal holding companies  
Income from annuities, unless received in connection with a trade or business  
 
[I.R.C. § 199A(c)(3)(B)] 

 

Is there a prescribed depletion percentage to deduct against payments of ongoing mineral rights? 

If you are an independent producer or royalty owner, you figure percentage depletion using a rate of 
15% of the gross income from the property based on your average daily production of domestic crude 
oil or domestic natural gas up to your depletable oil or natural gas quantity. However, certain refiners, 
as explained next, and certain retailers and transferees of proven oil and gas properties, as explained 
next, cannot claim percentage depletion. For information on figuring the deduction, see Figuring 
percentage depletion, later. 

https://taxmap.irs.gov/taxmap/pubs/p535-049.htm 

 

Are the shareholders wages from a Sub S adjusted out of the 'wages' used for QBI calculation? 

It appears so, yes. 

W-2 wages include wages as defined in I.R.C. § 3401(a), elective deferrals as defined in I.R.C. § 
402(g)(3), and deferred compensation paid by the qualified trade or business with respect to 
employment of its employees during the calendar year ending during the taxpayer’s tax year. 
Deferred compensation includes compensation deferred under I.R.C. § 457, and the amount of any 
designated Roth contributions as defined in I.R.C. § 402A [I.R.C. §§ 199A(b)(4)(A)]. Thus, items 
included on Form W-2, Wage and Tax Statement, such as health insurance for employees (including 
shareholder-employees of S corporations) are included in the definition of W-2 wages. Wages paid in 
Puerto Rico also qualify [I.R.C. § 199A(f)(1)(C)(ii)]. 
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Did I understand Greg to say that ordinary income from the form 4797 was QBI depreciation recapture 
from part 111 moves to part 1 of the 4797.  It seems like at tax school we were told the 4797 ordinary 
income was not part of QBI? 

Depreciation recapture income (Section 1245 gain) will be part of QBI. 

https://www.agweb.com/blog/the-farm-cpa-243/section-199a-confusion/ 
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