


Tax Issues
By  Chris Hesse

Negotiating Debt Relief
    It is perhaps a sign of the economic times that Congress 
passes laws to deal with the taxation of debt relief, while 
throwing money at large corporations which are deemed 
“too big to fail.” Being relieved of indebtedness through 
negotiations or transfers of assets through a deed in lieu of 
foreclosure may trigger taxable income. Taxpayers need to 
be aware of how such agreements affect income tax liabil-
ity.

Certain debt relief transactions are not taxable for 
income tax purposes. For example, debt relief as a result 
of bankruptcy or to the extent of insolvency is not taxable 
income. There are also exceptions for cancellation of “qual-
ified farm indebtedness.” However, the rules are specific 
and complex; competent advice should be sought.

Typically, transferring an asset to satisfy a liability is 
treated as a sale of the asset, and is not debt relief. This 
could subject the transferor (the debtor) to ordinary income 
tax. It is not exempt income and it might not be capital 
gains, depending upon the asset. If the transfer is back to 
the person from whom the property was purchased, gain is 
likely to be limited.

Bankruptcy is on some people’s minds. Sometimes, we 
see debtors sell assets with the intent of raising cash to pay 
off debts, which often times results in a huge tax bill. A tax 
liability incurred outside of bankruptcy is not dischargeable 
in bankruptcy. Consequently, a careful review of the impli-
cations of selling assets at a gain for the purpose of rais-
ing funds to pay off debt is a must. Although no one likes 
the idea of bankruptcy, there may be situations in which it 
would be most appropriate to file for bankruptcy, then sell 
off assets, so that the bankruptcy estate is stuck with the tax 
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liability. The timing of bankruptcy filing and selling of assets 
needs to be closely reviewed with an attorney well-versed 
in bankruptcy law and a CPA who has experience in these 
matters.

Make sure, if a creditor insists that assets be sold to 
pay debts, that sufficient funds will be available to pay the 
income tax liability from the sale of the assets.

Temporary Depreciation Issue
    New farm machinery and equipment placed in service 
in calendar year 2009 is depreciable over five years rather 
than the “normal” seven year term. Used farm equip-
ment and machinery does not qualify, and continues to be 
depreciable over seven years. This is a temporary provision. 
For most farmers, there is not a significant benefit, in that 
the Section 179 provision is available for expensing up to 
$250,000 of equipment and certain structures, such as 
grain bins, fences, livestock feeding structures and green-
houses (phase-outs apply). In addition, “bonus deprecia-
tion” of 50 percent of the cost of new equipment and farm 
buildings (including shops and machine sheds) is again 
available, even though Section 179 is not.

Crop Insurance
    If crop insurance is received, and more than 50 per-
cent of the income from the insured crop normally would 
have been recognized in the following year, an election to 
defer crop insurance income may be available. However, 
an issue arises with crop insurance that contains a revenue 
assurance component which insures both price and yield. 
Only that portion of the insurance proceeds which relates 
to yield is deferrable (assuming other tests are met).

Chris Hesse, CPA is an owner of and Director of Taxation for 
LeMaster Daniels, an accounting and consulting firm with 12 offices in 
Washington and Idaho. He served two years as president of the Grant 
County Farm Bureau.
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WASHINGTON
FARM BUREAU

Dear Member,

First thing I would like to do is remind everyone about 
some important dates coming up. The first one is Grant 
County Farm Bureau’s Annual Dinner on October 29at the 
Pillar Rock Grill where our guest speaker will be Sen. Janéa 
Holmquist. Next is Washington Farm Bureau’s Annual 
Meeting, November 16-19, at the Three Rivers Convention 
Center in the Tri Cities. And the last set of dates to put on 
your calendar is the American Farm Bureau Federation’s 
Annual Meeting, January 10-13 in Seattle. This is as close 
to home as this event is likely to be held and the Grant 
County Board would like to see as many members there as 
we can get. If you are interested in attending, give me or 
Jaime Sackmann a call so we can start making arrange-
ments.

The next thing I would like to discuss is being an active 
volunteer. I know you’re thinking “That is just not my thing” 
or “I don’t have the time.” The “thing” issue is easy—there 
are so many different organizations a person could join like 
your local civic clubs. Examples include the Lions Club or 
Kiwanis — they do a lot to help in our local, rural commu-
nities — from building parks to giving scholarships. If that 
is not your “thing” you can volunteer at your local school 
to children with their reading or help the kids in a weld-
ing class do a project. We all have some skills that we can 
share with students.

If “time” is the issue, I would remind you that time is 
money, and a good example of this is your local fire dis-

trict. What you pay in insurance premiums is in part based 
on the rating of your local fire district, and that rating is 
based in large part on how many volunteers they have and 
where they live. So by joining your local fire department 
you may actually lower your own insurance premium.

Another way to save money is by spending some “time” 
with the Farm Bureau. In Farm Bureau you can volunteer 
in many ways and at different levels. The American Farm 
Bureau and Washington Farm Bureau both have advisory 
committees, ranging from commodities to labor, that give 
advice to different issues that face agriculture. And at the 
county level we have the same committees plus some that 
just deal with local problems like our PUD committee. If 
you want to be more involved than that, we are always 
looking for Board Members or for folks just to attend a 
board meeting. We discuss a lot of different issues that will 
affect agriculture and the more input, the better. If being 
more a part of Farm Bureau is something you would like 
to do, contact Jaime Sackmann or me and we would be 
happy to help you find a way to be involved.

In closing, I would like to take the opportunity to say 
thank you to our current and past Board Members for all 
their time and dedication over the years. These people do 
give a lot of their time to make farming better for everyone.

Sincerely,

Aaron G. Golladay
Scholarship Winners

Every summer Grant County Farm Bureau offers up to 
three $1,000 scholarships in honor of George C. Turner. 
Applicants must be members/dependants of Farm Bureau 
members and pursing a post-secondary education in 
agriculture or a related field.

This year we were proud to award scholarships to two 
young ladies.

Michele Roseburg is the daughter of Bill and 
Charlotte Roseburg of Moses Lake. Michele 
is pursuing an Animal Science degree at 
Washington State University. She hopes to attend 
Vet School.

Landra Lange of Quincy, is the daughter 
of Levi and Margie Lange. Landra is 
attending the University of Idaho this fall 
majoring in Agricultural Education.

Both Michele and Landra were also awarded 
Washington Farm Bureau scholarships. These Ray DeVries 
memorial scholarships offer $2,000 to students pursing 

Call for Delegates
Grant County is looking for voting members interested 

in serving as delegates to the Washington Farm Bureau 
Convention. The convention will be held in the Tri-Cities, 
November 16-19 at the Three Rivers Convention Center. 
Grant County Farm Bureau will pay registration ($48) for 
these delegates. In addition, one night of hotel will be paid 

Missed Your WFB Mailings?
Washington Farm Bureau has gone completely digital. 

WFB publications including Neighbors, FB News, Employer 
Essentials, and LegisLetter are now available only online. 
Please go to www.wsfb.com and click on the “Publications 
online” tab to see issues since January 2009.

If you have any comments or concerns about this 
change please contact Aaron Golladay or Jaime Sackmann.

agriculture or related degrees and have already completed 
at least one year of post secondary education.

Grant County Farm Bureau has also supported the 
Collegiate Discussion Meet by awarding scholarships, in 
conjunction with other counties, to all participants.

Anyone interested in this scholarship should access 
the application via the WFB site at http://www.wsfb.com/
programs/scholarships. Please contact Jaime Sackmann with 
any additional questions.

for each day you attend delegate sessions. The registration 
fee includes entry to all speakers, the Trade Show, and six 
meals. Delegate sessions will be held all three days.

If you have any questions about serving as a delegate 
or would like to volunteer, please contact Aaron Golladay 
or Jaime Sackmann.


