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2018 TAX FILING DEADLINE IS APRIL 17, 2018 

 
UPDATE ON THE 199A DEDUCTION 

Lawmakers announced deal to fix Code Sec. 199A's 

treatment of sales to cooperatives. On Tuesday, as 

reported by Reuters, House and Senate lawmakers 

reached an agreement to revise a portion of Code Sec. 

199A, which was added by the Tax Cuts and Jobs Act 

that gave farmers a massive tax break for selling crops 

to cooperatives, and so put private grain firms at a 

severe disadvantage. 

Under a provision in Code Sec. 199A, farmers are given 

a 20% deduction on payments for sales of crops to 

farmer-owned cooperatives, but not for sales to private 

or investor-owned grain handlers. The provision was 

added to the tax bill amid of a flurry of last-minute 

negotiations, and lawmakers have admitted that the 

changes were a mistake. 

Congress became aware of this very quickly and tasked 

the privates and cooperatives to come up with a solution 

to this “problem”.  It appears that a solution may have 

been reached based upon the release by Bloomberg 

Tax.  The Modification appears to make the following 

changes for producers: 

 The 20% of gross sales to cooperatives 

deduction is eliminated; 

 Farmers who sell to non-cooperatives continue 

to get the normal Section 199A deduction (e.g. 

lessor of 20% of net farm income or 20% of 

taxable income minus capital gains with certain 

limitations if income is over a threshold amount); 

 Farmers who only sell to cooperatives appear to 

get a deduction equal to: 

o A “DPAD” like deduction that flows 

through from the cooperative (if any) 

with only a taxable income limitation (not 

reduced by capital gains), plus 

o 20% of net farm income minus the 

lessor of: 

 9% of net farm income, or 

 50% of wages paid 

o With a limit still based on 20% of taxable 

income minus capital gains; 

 Farmers who sell to both a cooperative and 

private would need to bifurcate the net farm 

income between both sources.  The private 

income is subject to the regular Section 199A 

calculations and the cooperative income is 

subject to the rules listed above. 

The goal of this change is to preserve the old 199 

domestic production activities deduction (DPAD) for 

cooperatives and their patrons while providing some 

additional Section 199A deduction to farmers who sell to 

cooperatives. 

The new agreement now “restores balanced competition 

within the marketplace,” according to a statement from 

Republican senators, including John Thune (R-SD), 

John Hoeven (R-ND) and Chuck Grassley (R-IA). They 

stated that they wanted to have the measure signed into 

law as soon as possible. 

It is expect that the fix will be included in a spending bill 

that must be passed by March 23. 

- The secret is to have eight great players and four 
others who will cheer like crazy. – Jerry Tarkanian 

MISSOURI AGRICULTURAL 
DISASTER SUBTRACTION 

In September 2016, the Missouri Legislature passed 

Senate Bill 641. According to the Missouri Farm Service 

Agency, the bill states any income received as payment 

from a program compensating agricultural producers  
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from a loss due to a disaster or emergency can be 

subtracted from the producers’ federal adjusted gross 

income, as it relates to Missouri state income tax only. 

This provision is for all tax years beginning on or after 

Jan. 1, 2014. 

What is the agriculture disaster relief subtraction? 

Senate Bill 641 (Section 143.121.3(10), RSMo) creates 

an income tax subtraction for payments received from a 

program that compensates agricultural producers who 

have suffered a loss due to a disaster or emergency.  

The subtraction can be claimed on the Missouri 

Individual Income Tax Return (Form MO-1040), Missouri 

Fiduciary Income Tax Return (Form MO-1041), and the 

Missouri Corporation Income Tax Return (Form MO-

1120) for tax years beginning on or after January 1, 

2014.  

How do I qualify for the agriculture disaster relief 

subtraction? 

You may qualify if you are an agricultural producer who 

received a payment from a program providing 

compensation due to a loss as a result of a disaster or 

emergency. The agriculture payment must be included in 

your federal adjusted gross income or federal taxable 

income. 

How do I claim the agriculture disaster relief 

subtraction? 

Taxpayers who qualify for the agriculture disaster relief 

subtraction for tax year 2014 or tax year 2015 should 

complete Form MO-AGDR. Section 1 of Form MO-

AGDR should be completed by individuals, sole 

proprietors, and corporations. Section 2 of Form MO-

AGDR should be completed by pass-through entities. 

Please refer to Form MO-AGDR for more instructions, 

including where to report the subtraction on your 

Missouri income tax return. 

Taxpayers claiming the agriculture disaster subtraction 

for tax year 2016 should refer to the instructions for the 

type of return being filed. 

What documentation do I need to provide for 
verification of the agriculture disaster relief 
subtraction? 

The following documentation is required when claiming 
the agriculture disaster relief subtraction: 

 Form MO-AGDR (for tax year 2014 and tax year 
2015 returns only) 

 Form(s) 1099 (that indicates your agriculture 
payment) 

 Federal Schedule F (if applicable) 

 Federal Schedule K-1 (if applicable) 

 Page 1 and 2 of your amended Missouri 
Partnership, S-Corporation or Fiduciary return (if 
applicable). 

Note: Taxpayers claiming the subtraction based on 
payments from the programs listed below must also 
provide a signed statement indicating the payments 
were the result of a disaster or emergency. The 
statement should include the nature of the disaster or 
emergency and when it occurred. 

 Livestock Risk Protection Insurance Plan, 

 Livestock Gross Margin Insurance Plan, 

 Crop insurance, 

 Agriculture Risk Coverage (ARC), 

 Price Loss Coverage (PLC). 

This deduction only affects the Missouri return and must 
have been included in taxable income, meaning a 
profitable Schedule F or tax liability for a farming entity. 

- Don’t give up. Don’t ever give up! – Jim Valvano 

FARM TAX CREDIT MAKES LIST OF 
“DIRTY DOZEN” TAX CREDIT SCAMS 

Fuel Tax Credit Scams 
Fraud involving the fuel tax credit is considered a 
frivolous tax claim and can result in a penalty of $5,000. 
Furthermore, illegal scams can lead to significant 
penalties and interest and possible criminal prosecution. 
IRS Criminal Investigation works closely with the 
Department of Justice to shutdown scams and prosecute 
the criminals behind them. 
 
The fuel tax credit is generally limited to off-highway 
business use or use in farming. Consequently, the credit 
is not available to most taxpayers. Still, the IRS routinely 
finds unscrupulous tax return preparers who have 
enticed sizable groups of taxpayers to erroneously claim 
the credit to inflate their refunds. 
 
The federal government taxes gasoline, diesel fuel, 
kerosene, alternative fuels and certain other types of 
fuel. Certain commercial uses of these fuels are 
nontaxable. Individuals and businesses that purchase 
fuel for one of those purposes can claim a tax credit by 
filing Form 4136, Credit for Federal Tax Paid on Fuels. 
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The tax is on fuels used to power vehicles and 
equipment on roads and highways. Taxes paid for fuel to 
power vehicles and equipment used off-road may qualify 
for the tax credit and may include farm equipment, 
certain boats, trains and airplanes. 
 
Improper claims for the fuel tax credit generally come in 
two forms. An individual or business may make an 
erroneous claim on their otherwise legitimate tax return. 
It is also possible for an identity thief to claim the credit 
as part of a broader fraudulent scheme. 
 
The IRS has taken a number of steps to improve 
compliance processes involving fuel tax credits. IRS 
compliance systems are preventing a significant number 
of questionable fuel tax credit claims from being 
processed. For example, new identity theft screening 
filters have also improved the IRS's ability to identify 
questionable fuel tax credit claims during return 
processing.  

- We have a great bunch of outside shooters. 
Unfortunately, all our games are played indoors. – 
Weldon Drew 

PHASE 2 OF TAX REFORM COMING 

A top House tax writer has confirmed that House 

Republicans and the Trump administration are working 

on a second phase of tax reform this year. House Ways 

and Means Committee Chairman Kevin Brady, R-Tex., 

said in an interview this week that the Trump 

administration and House Republicans "think more can 

be done." 

A Ways and Means spokesperson told Wolters Kluwer 

on March 15 that "there are opportunities in making 

individual tax cuts permanent, increasing innovation, 

[and] encouraging household savings." Confirmation that 

House GOP tax writers are mulling additional tax 

changes to the tax code comes just days after President 

Trump announced that he and House Republicans are 

very serious about working on a “phase-two” of tax 

reform. Trump quipped that Brady is the "king of tax 

cuts." 

White House spokesman Raj Shah, in an interview on 

Fox Business Network, said details were still being 

worked out on a potential second tax cut bill that would 

follow the massive $1.5 trillion legislation that took effect 

in January.  He added, they could also lower capital 

gains tax rates. 

"We don't have specifics regarding an actual proposal or 

a timeline just yet," Shah said, adding that the White 

House would wait for the arrival of Larry Kudlow, 

incoming director of the White House national economic 

council. 

Still, any follow-on proposal is likely to take a while, with 

Congress pressed to pass a government budget bill 

before funding runs out March 23 and lawmakers eager 

to hit the campaign trail ahead of the Nov. 6 vote. 

Individual Tax Cuts 

Among expected changes, in particular, the temporary 

individual tax cuts enacted under the Tax Cuts and Jobs 

Act could be made permanent, a Ways and Means 

spokesperson told Wolters Kluwer. For budgetary 

reasons, the cuts to individual tax rates and benefits 

were not made permanent under the new law. "While the 

tax cuts for families were long-term, they are not yet 

permanent, so we’re going to address issues like that," 

Brady said. 

Criticism 

Democratic lawmakers remain largely united in their 

criticisms of the TCJA. House Minority Leader Nancy 

Pelosi, D-Calif., criticized the new tax law in a March 15 

news conference for "giving 83 percent of the benefits to 

the top 1 percent, ultimately raising taxes for 86 million 

middle-class families while contending that it's a middle-

class tax cut." 

To that end, across the U.S. Capitol, Senate Minority 

Leader Charles E. Schumer has said Democrats would 

be reluctant to work with Republicans in making any 

fixes to the new tax law unless Republicans would be 

willing to address Democrats’ concerns with the law, as 

well. "We don't have much of an inclination, unless they 

want to open up other parts of the tax bill that we think 

need changes, to just help them clean up the mess they 

made, "Schumer said. 

Looking Forward 

"Mainstream optimism is at record levels, our economy 

is really gaining momentum and booming in a big way," 

Brady said. "We’re always looking to improve the tax 

code," he said, adding that lawmakers are currently 

considering new ideas for tax reform. "We think there are 

some good ones." Lawmakers will not combine 

additional tax reform measures with technical corrections 

to the existing TCJA, according to Brady, emphasizing 

that any significant changes to come will be new ideas.  

- Talent wins games, but team work and intelligence 
wins championships. – Michael Jordan
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NEW GIFT TAX STRATEGIES COULD 
ALTER GIVING 

Get a big check from a wealthy great aunt every year for 

your birthday? Parents buying you a car? Grandparents 

paying for private school tuition? 

How generous they are could be changing very soon. 

When somebody gives a big cash gift, the U.S. Internal 

Revenue Service wants a cut of it. This year, the IRS 

adjusted the annual limit that escapes taxation, upping it 

to $15,000 from $14,000. 

A more important change that came with the new tax 

rules: the estate tax limit doubled in 2018 to $11 million 

per person from $5.49 million. 

That boost in giving potential could make people change 

their behavior, but, as always, family dynamics make 

things tricky. 

One strategy for those who were over the previous 

estate limit was to give away money on a yearly basis so 

they did not owe taxes when they died. With the new 

rules, couples with less than $22 million do not have to 

worry about parceling out annual gifts and may choose 

more long-term giving strategies. 

Some may also choose to structure large gifts as loans, 

and then simply forgive the loan over time up to the 

annual $15,000 amount, said Marc Bloostein, an estate 

lawyer who is a partner at Ropes & Gray in Boston. 

Bloostein cautioned that the key to this is good record-

keeping. 

Those giving away money now simply to be generous 

will likely keep giving at the $15,000 amount annually, 

said Mark Smith, a certified financial planner at Vision 

Wealth Planning in Richmond, Virginia. 

However, those that were doing it simply as a way to 

reduce the value of their estate prior to death may have 

second thoughts under new tax law. 


