Section 180

Step 1: Determine Eligibility

Before moving forward with claiming the Section 180 deduction, it’s important to ensure your land qualifies.
Section 180 applies to land used for farming or livestock production. Landowners must confirm that land has
residual fertility at the time of purchase, typically from prior fertilization or soil enhancements.

Eligibility for the deduction depends on:

- Theland being actively used for farming purposes, notidle.

- Evidence of residual fertility, which can be proven through professional soil testing.
- Cannot have been farmed in prior years

- Does not apply to land gifted or inherited

Step 2: Collect Necessary Documentation

Gathering the correct documentation is crucial to support your claim. Here’s what you’ll need:

- Proof of Land use: Documentation that shows the land was used for farming or livestock purposes before
the purchase

- Purchase Documentation: Include records of the land purchase. This documentation will be essential in
proving your claim to the IRS.

Step 3: Conduct Soil Testing

To establish the presence of residual fertility, a professional soil test is required. Soil testing is a vital component
because it provides scientific data about the nutrient levels present in the land at the time of purchase.

- Hire a Certified Agronomist: A certified agronomist should conduct soil testing to verify the fertility levels.
Their findings will serve as key evidence for claiming the deduction.

- Residual Fertility Report: The agronomist will provide a detailed report that outlines the residual fertility
and helps determine the value of fertility present in the soil.

Without proper soil testing, the IIRS is likely to deny your deduction.
The Role of Certified Agronomists

Certified Agronomists play an integral role in the process of claiming the Section 180 deduction. Their expertise
ensures that the residual fertility is accurately assessed and that the IRS has reliable data to support your claim.

The agronomists report should include:

- Acomprehensive analysis showing nutrient levels.
- An estimation of the fertility’s value and a calculation of the residual fertility.
- The recommended amortization period is based on how long the residual fertility is expected to last.

Hiring a certified agronomist is non-negotiable when it comes to this deduction, as their report forms the
foundation of the claim.



Section 180

The Timeline for Filing the Deduction

Timing is crucial when it comes to claiming the Section 180 deduction. Here’s what you need to know about the
filing deadlines:

- Initial Filing: The deduction should be claimed in the same tax year as the land purchase.

- Filing Extensions: If you miss the initial deadline, you can file an amended return, as long as it’s within the
IRS’s statutory three-year period.

- Filing for the First Year: You must make an election to claim the deduction on a timely filed tax return, and
the IRS allows you to claim the deduction retroactively only if it falls within this open period.

If the deadline is approaching and you need more time, it’s important to request and extension to avoid missing
your opportunity to claim.

How to Amortize the Deduction Over Several Years

One common misconception about the Section 180 deduction is that you must claim the entire amount in one
year, depending on how your CPA wants to operate you have a few options. The IRS allows the deduction to be
amortized over multiple years. Here’s how it works:

- Year 1: You can claim 60% of the residual fertility deduction in the first year.
- Year 2: You can deduct an additional 30%.
- Year 3: The remaining 10% is deducted.

This staggered approach ensures that the deduction is spread out based on the expected depletion of fertility over
time.

Filing the Deduction on Your Tax Return
To properly claim the deduction on our tax return, follow these steps:

- Use the Correct Tax Forms: Work with your tax advisor to ensure you’re using the appropriate IRS forms for
claiming the Section 180 deduction.

- Include All Documentation: Attach all necessary documents, such as the agronomist’s report, soil test
results, and proof of expenses.

- Consult a Tax Professional: Given the complexities of tax law, it’s advisable to seek assistance from a tax
professional who understands agricultural tax issues. They can help you avoid errors that could trigger an
audit or denial of your claim.

Conclusion

The IRS Section 180 residual fertility deduction is a powerful tool for landowners looking to maximize their tax
benefits. However, successfully claiming this deduction requires careful planning, accurate documentation, and
professional assistance from certified agronomists and tax experts. By following the steps outlined in this guide,
you can ensure that your deduction is accepted by the IRS and avoid pitfalls along the way.

For those navigating the complexities of the deduction process, it’s always best to seek advice from professionals
who specialize in agriculture tax law. Doing so will help you unlick the full potential of the Section 180 deduction
while staying fully compliant with IRS regulations.



