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China remains
a growth market
for soybeans

Since China emerged as the dominant
force in the global imports of soybeans
during the 2002/03 crop marketing year,
it has helped U.S. soybean exports reach
record levels. China should continue

to be a growth market, according to

the Economic Research Service of the
U.S. Department of Agriculture. It now
imports 55-60% of its total consumption
of soybeans.

World production and consumption
of soybeans are rising steadily...
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...as China’s soybean imports grow
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How Recent Tax Changes
Affect Landowners

By Gary J. Hoff, E.A. * Extension Specialist, Taxation
Department of Agricultural Economics * University of Illinois

We have seen numerous changes to the Internal Revenue Code in the past few years.
It is very likely that we will see many more in the coming months. Some of these
changes are especially relevant to landowners.

Depreciation

Two categories of landlords have a disadvantage with depreciation deductions
compared to farmers who materially participate in the farm business. They are
crop share landlords who do not actively participate in the management of their
land and cash rent landlords.

Active farmers can take advantage of both the Section 179 expensing elec-
tion and bonus depreciation. The Section 179 deduction applies to both new
and used property placed in service that year. Purchase and income limitations
determine the maximum deduction allowed. However, the Sec. 179 depreciation
is only available if the taxpayer uses the property in a trade or business.

Cash rent does not qualify as a trade or business.

Prior to September 8, 2010, bonus depreciation rules allowed a deduction
for 50% of the cost in the year qualifying property was placed into service.
Qualifying property includes any new property with a depreciable life of 20
years or less. Therefore, farm buildings, fencing and tile qualify.

For purchases after September 8, 2010, and before January 1, 2012, bonus
depreciation is increased to 100%. Both active farmers and cash rent landlords
qualify for the bonus depreciation. No income or purchase limitations exist on
the bonus depreciation. Consequently, the only limitation is the total cost of the
new qualifying purchases.

Example: An absentee owner of farmland cash rents to a local tenant. The landowner
wants to tile the property at a cost of $20,000. The entire $20,000 will be deductible
as long as he meets the bonus depreciation requirements. He should be aware that he
is subject to the passive loss limitations. Unless the taxpayer’s adjusted gross income
for the year exceeds $100,000, he can deduct up to $25,000 of aggregate passive

losses from all activities. it i






