Course:
01.411 Agricultural Business and Management

Unit 9:
Tax
Lesson 3:
Tax Management Strategies

QCC:
62, 64, 65, 70, 71, 73
Objectives: 

1.
Formulate tax strategies to maximize profits.

2.
Generate tax strategies to regulate income.

Teaching Time:

3 Hours
References:

Deere and Company.  Farm and Ranch Business Management.  Moline, IL. ISBN: 0-86691-135-9.    

Deere and Company.  Farm and Ranch Business Management Student Guide.  Moline, IL. 
Georgia Ag Ed Curriculum CD, PP_Taxes_Casey_Osksa
Materials and Equipment:

Teaching Procedure

Introduction and Mental Set

Tax management is very important to a business person.  Wage earners can do little to manage taxes, other than use tax reducing methods of saving such as IRA’s.  Business persons should formulate tax strategies to maximize profits and to generate tax strategies to regulate income.

Discussion

1.
Lead the students to identify ways of maximizing profit and regulating income by proper use of tax planning.
2.
Ask the students what are some of the things that they can do to increase taxable income.  

A.
Develop a list of strategies.  

B.
They should include:

· Postponing expenditures until after the beginning of the new tax year

· Selling marketable grain and livestock before the end of the tax year

· Delaying payment of bills until the next tax year

· Do not use section 179 expending for depreciable property

· Do off farm or custom work

3.
Lead the students in developing a list of strategies that can be used to delay or decrease taxable income.  

These should include:





A.
Postponing some sales until the next tax year

B.
Using deferred sales contracts

C.
Buying needed machinery, equipment, or supplies before the end of the tax year to get the depreciation.

D.
Prepaying for items used next year such as fertilizer or feed

E.
Using section 179 expending to obtain the maximum depreciation allowed

4.
Using items involved in the students SAE program, have them work in groups of two or three and write a management plan of things that they could do in order to lessen their taxable income during a year when they have made a large profit.  

Have them include in the plan several things they could do to lessen taxable income in a year when profit was small.

5.
Let students work in small groups to write an explanation of the situations in Table D on page 9-11.  

They should note how the situation would change the tax structure of a farm, and what the farmer should do to react to the changes.

6.
Use the table on page 9-12 to lead the students in a discussion of how the type of business structure affects the tax management strategy of a farm.
7.
Invite a local farmer and a small agribusiness owner to talk to the class about how they manage taxes for their particular type of business structure. 

8.
Have students write a paper that is comparing and contrasting the tax management strategies of the two businesses.
9.
Complete assignment sheet # 3 in the Student Guide.

Summary
Ask students how taxes can be manipulated to allow for reducing or increasing income for a particular tax year.

Summarize the differences in tax structure between the several types of farm business structure.

Review how a change in the business situation may affect the income tax structure of the business.

Evaluation

Written test
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