
Tax Updates
Summer 2017

Section 179 ExpenseDepreciation
•Federal limit is permanent at $510,000, indexed to inflate.  Kentucky limit is permanent at $25,000.

•Federal limit is reduced if 179 eligible purchases exceed $2,030,000.Eliminated at $2,540,000

•Kentucky limit is reduced if 179 eligible purchases exceed $200,000. Eliminated at $225,000.

•New or used equipment, grain bins, & single purpose ag buildings. No multi-use buildings, barns, shops.

•Purchases from related parties are not eligible.

Special DepreciationDepreciation
•Extended through 2019. 50% for 2017. 40% for 2018. 30% for 2019.

•Must be NEW equipment or buildings, not used.

•Must elect all or none of same class of asset.

•Not available in Kentucky

Sale of AssetsCapital Gains
•Gain on sale of assets held more than 1 year, when sales price is greater than original price.

•Typically sale of land, raised breeding livestock, timber, stocks, futures.

Capital gains rate is 0%, if ordinary tax rate is 10% or 15%.

Capital gains rate is 15%, if ordinary tax rate is 25%, 28%, 33%, or 35%.

Capital gains rate is 20%, if ordinary tax rate is 39.6%

Kentucky capital gains rate is 6% on the sale of all assets.

Rules for FarmersForm 1099
•No changes for 2017

•A 1099-Misc must be sent if farmer paid the eligible vendor labor or rent of $600 or more during the year.

•A 1099-G must be sent if farmer paid an eligible landlord part of his agricultural program payments.

•An eligible vendor is an individual, sole proprietor business, partnership, or  LLC disregarded for tax purposes or filing a 
partnership tax return.

Rules for FarmersUnemployment
•Farmers are not required to have unemployment insurance on their employees unless either of the following two 

requirements is met:

1. Payroll exceeds $20,000 in any calendar quarter or

2. Farmer has 10 employees in any calendar quarter.

Issues for FarmersSales Tax
•Farmers are exempt from paying sales tax on certain machinery, supplies, parts, etc. that are directly related to the 

farming business.

•Items not eligible for the sales tax exemption include hand tools, certain farm machinery accessories, bedding 
material, lawn equipment, and more.

•Farmers who sell items to others for non-farm purposes should be charging sales tax.

Tax Strategy 
Opportunities

Gain on sale of 
equipment is usually 
taxed at the higher 

ordinary rate.

MORE

WFFS checks this annually for clients
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Contribution LimitsIRA
•Traditional & Roth IRAs - $5,500, or $6,500 if over age 50.

•Simple IRA - $12,500, or $15,500 if over age 50.

•SEP IRA - Lesser of 25% of compensation or $54,000.

Qualifications & Contribution LimitsHSA
•Qualifications for a Health Savings Account are as follows:

High Deductible Health Care Plan: $1,300 for individual and $2,600 for family.

Out of Pocket Maximum: $6,550 for individual and $13,100 for family.

•Contribution Limits are $3,400 for individual and $6,750 for family.

Residential Energy-Efficient PropertyCredits
•30% credit is available for qualified solar electric property, solar water heating property, fuel cell property, small wind 

energy property and geothermal heat pump property.

•Phase out of credit begins in 2020 and the credit expires in 2021.

•The energy credit for insulation, windows, and doors expired in 2016.

Expanded Due Diligence Credits
•Taxpayers receiving the Earned Income Credit, Child Tax Credit, or the American 

Opportunity Tax Credit (tuition credit) will be subject to increased documentation 
requirements.

•Tax preparers are now required to significantly expand their Due Diligence 
reporting on those taxpayers receiving these credits by filing an additional form 
and collecting additional documentation, such as school records.

•The penalty to the tax preparer is $510 per failure. Making it possible for a tax 
preparer to be penalized up to $1,530 per tax return.

More 
Paperwork 
Required!

Health and Long Term CareInsurance
•Generally, farmers can deduct health insurance and long-term care for himself and family.

•Long-term care insurance must be broken out by spouse and its deductibility is based on age.

•Farmers cannot "reimburse" employees for health insurance without incurring a penalty of $100/day. However, they can 
pay employees additional wages to offset health insurance if the amount is added to their W2. 

Estate and Gift TaxPlanning
•The estate and gift tax exemption is $5.49 million per individual,                                                           

up from $5.45 million in 2016.

•The annual gift exclusion remains at $14,000 for 2017.

Will It Happen?Tax Reform?
•The Republican House Blueprint and President Trump's Plan have similarities. Here are some...

Reduce personal tax brackets from 7 to 3 (12%, 25%, 33%)

Reduce corporate tax rate from 35% to 15% (Trump) or 20% (House)

Repeal Alternative Minimum Tax  

Significantly increase the standard deduction, and eliminate the personal exemptions

Repeal the Domestic Production Activity Deduction

Repeal Estate and Gift Taxes

Is it time to update 
your Will?
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