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Auburn: Michelle & Jordan—January 14th  

Beatrice: Anthony, Michelle, Kylie, & Jordan—February 1st  

Burwell: Tina & Bailee— January 29th  

Central City: Michelle & Jordan— January 28th & 29th  

Columbus: Tina & Alex— January 23rd  

Fremont: Anthony, Jim, & Alex— to be determined 

Hastings: Tina, Michelle, Jordan, & Alex—January 16th  

Holdrege: Tina, Kylie, & Bailee— January 17th & 18th  

Imperial: Michelle & Kylie—January 23rd & 24th  

Kearney: Michelle & Bailee— January 18th  

Norfolk: Michelle & Alex—January 9th, 10th, & 11th 

North Platte:  Michelle & Kylie—January 22nd  

Tina & Bailee—January 31st & February 1st  

St. Edward: Michelle & Alex —January 30th  

Thedford: Tina & Bailee—January 30th 

Valentine: Tina & Bailee—January 30th  
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* December 24 & 25 -  
Merry Christmas! (office 
closed)  

* January 1—Happy New 
Year! (Office closed)  

* January 4—Fremont 
Corn Expo  

* January 9-10—York Ag. 
Expo  
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December 2018/January 2019  “Yielding Success Through  
Financial Management”  



January 15th: Deadline to avoid penalties on 1099/W-2 preparation with NFBI 

January 15th: 4th Quarter estimates due 

January 31st: 1099’s and W-2 documents must be filed and 
distributed 

March 1st:  Qualified Farmers  

March 15th: Partnerships 

March 15th: S-Corporations 

April 17th: Corporate and all other individuals  

Please have your completed forms back into our office no later 
than January 15th. If you have questions, please be sure to 
talk with your consultant.  

 

IF you DID NOT meet with your consultant and/or receive 
your pre-filled 1099 form or other year-end forms, please con-
tact our office and we will get them sent out to you, or visit 
our website (located under Services, Client Information & 
Forms, W-2 and 1099 Entry Sheets) 
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We will be holding a two-day session of the Good Farmer class on January 3rd 
from 1:00 PM—5:00 PM and January 4th from 8:00 AM—12:00 PM. The class is 
limited to 10 clients/operations. There are still a few spots available for this 
class, so please sign up soon if you are interested.  

 

**Note—The three-day Good Farmer session scheduled for December 17th, Jan-
uary 7th, and January 21st has been cancelled.  
 



It’s time for your Book Closing visit. We will be finishing your records and gathering the 
information to get your tax return, analysis, or both finished.  
 

We will need:  

* Complete accounting records including: Income Statement, Balance Sheet, 
Yearly Detail Report. 

* Any outstanding checks & deposits.  
* Any K-1’s, W-2’s, or 1099’s that you have received if we prepare your 

taxes.  
* Crop & Livestock production records if you are enrolled in analysis.  
* Any year-end statement from lenders showing interest paid.  
* Any other items that may be helpful.  
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When a loved one’s health is failing, it doesn’t seem like a time when you should be thinking about finances or 
accounting. The reality is, there are some really important things that you should be aware of that could save you 
significant amounts of tax.  It also doesn’t seem like your accountant or attorney should be on the list of people to 
notify, but they should be.  For many clients with a long-term relationship we appreciate being notified from a 
personal standpoint, but we can also help you navigate these times to make sure things are done in everyone’s best 
interest. 

 

Step Up In Basis 

When an individual passes away, a tax provision called the Step-Up in Basis comes into play.  This allows most 
assets that are owned by the individual to receive a new basis, equal to the Fair Market Value, on the date of 
death.  This allows the heirs to sell the property with no income tax liability.  Some assets that are considered 
Income in Respect to the Descendent (IRD), such as rent, IRA’s, wages due, or unpaid interest and dividends, do 
not receive this new basis.  When these income items are received, there will be an income tax due.  This step up in 
basis is a big deal for the heirs of any individual who passes away, but there are special applications for a farmer 
who is still actively participating (typically filing a Schedule F) in the farming operation when he dies. 

Depending on when an active farmer passes away, his or her balance sheet may include carryover grain or feeding 
livestock, prepaid expenses, and potentially growing crop.  Each of these assets are eligible for a step up in basis.   

 

Grain and feeding livestock 

Grain or feeding livestock that was produced in a previous tax year has zero basis when it is sold, because 
all of the costs of production were deducted on the previous tax return.  If grain is sold prior to an active 
farmer’s death, it is fully taxable (including self-employment taxes) on the final Schedule F.  If it is sold 
after death, there is no tax due.  As strange as it may seem, if a farmer is near death, not selling  grain or 
feeding livestock (including making contracts for future dates) before he or she dies could result in a 
significant tax savings. 

 

Growing Crop 

Once a crop is in the ground, we have to establish a value for it on the date of death.  The closer the crop is 
to harvest, the higher the value.  Essentially, shortly after planting, the crop is worth slightly more than 
the inputs, and right before harvest it would be worth the value of the bushels minus a harvesting expense.  
Finding the value in between isn’t always easy, but the important thing in this context is that that value 
creates basis in the crop, so when it is sold there is a deduction for the value of the growing crop. 

 

Prepaid Inputs 
Until a recent court case (Backemeyer v IRS, December 2016) we did not have substantial authority on 
what to do if the farmer died between the first of the year and when the crop was in the ground.  Since the 
case was finalized, we can now confidently take a step up in basis on inputs that were bought and deducted 
in a previous tax year by the decedent.  Prepaid expenses such as fuel, fertilizer, feed, seed, chemicals, etc., 
are assets that are subject to the estate tax and are eligible for the step up in basis.  If these assets are still 
in the decedents’ position on the date of death (the crops have not been planted), we can essentially re-
deduct them.  If this applies, one thing to consider is that the fair market value of the prepaid expenses are 
typically higher after the first of the year than they were when purchased, because of early pay discounts, 
market price changes, etc.  The new value of these assets is the value that is deductible. (cont.)  
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Depending on the size of the operation, these strategies could save an individual hundreds of thousands of dollars 
in taxes if we are able to plan around a looming death.  Obviously, death is not always something we get warning 
for.  When the unexpected happens, many of the same principles apply, but some things may already be done and 
unchangeable.  One thing we can do after death is elect portability. 

 

Portability 

The Tax Cuts and Jobs Act of 2017 increased the Federal Estate Exclusion to $11.2 million per person for 2018 
(indexed for inflation).  There is no requirement to file a Federal Estate Tax Return if your net worth is less than 
the exclusion amount, but the exclusion is set to return to a level of about half the current value in 2026.  One 
important thing we have the option to do is elect Portability for the first spouse to pass away.  This election allows 
any unused exclusion to transfer to the spouse who is second to die, but it must be made on a timely filed Form 706 
(Federal Estate Tax Return).   

 

Example 1: 

Fred and Pam Smith are married and have a net worth of $10 million.  Fred dies in December of 2018.  His estate 
is worth half of the $10 million, or $5 million.  He has no filing requirement and his share of the assets pass 
through to his heirs per his will. 

 

Pam lives another 10 years and dies in 2028.  During the past 10 years, her $5 million of assets have grown in 
value to $7.5 million.  Also during that time, the increased exemption has gone away and is only $6 million 
(assuming inflation has raised the limit during that time).  Pam has a taxable estate because she has net worth 
more than the federal exclusion.  Her estate would owe roughly $600,000 in Federal Estate Taxes. 

 

That tax could have been avoided entirely if the portability election had been filed when Fred died in 2018.  He had 
unused exclusion of $6.2 million ($11.2 million Federal Exclusion - $5 million estate) which could have been 
transferred to Pam, making her Federal Exclusion in 2028 $12.2 million. 

 

The portability election goes away if Pam was to remarry during those 10 
years, but it is a fairly simple way to pass on unused exclusions, which we 
will see a lot of over the next 8 years.  This example also assumed some 
estate planning was done by leaving half of the estate to heirs, instead of to 
the surviving spouse.  If Fred had left everything to Pam, her estate would 
have been worth $15 million (assuming the same increase), she would have 
had Fred’s full exclusion of $11.2 million plus her $6 million, and their heirs 
would have been able to get it all tax free.  

 



3815 Touzalin Ave., Ste. 105  
Lincoln, NE 68507   

Phone: 402-464-6324  
Fax: 402-464-6355 

Email: info@nfbi.net 
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www.nfbi.net 

Nebraska Farm Business office will 
be closed on December 24th & 25th, 
and January 1st for the Holidays. 
The staff at Nebraska Farm 
Business wishes you a very Merry 
Christmas and a Happy New Year!  


