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Don’t Forget to Winterize Your 
Underground Sprinkler System

Many urban and rural 
homeowners have automated 
underground lawn sprinkler 
systems. Spending an hour or 
so to winterize your system in 
the fall can save many hours of 
work and considerable expense 
next spring.   

The most important action 
you can take in the fall is to 
drain the system so you don’t 
get ice damage to the pipes 
and valves. Begin by locating 
the water shut-off valve for 
the sprinkler system inside the 
house and turn off the water at 
that point. Next, set the irriga-
tion timer so the first set is on. 
This will relieve water pressure 
in the plumbing for the system. 
To get water to drain out of a 

pipe, you must allow air into 
the pipe, as anyone who has 
held their thumb on the end of 
a soda straw can attest. 

You can let air into the 
sprinkler system by opening the 
small valves (petcocks) on the 
vacuum relief valve assembly 
on the side of the house. Cycle 
through each irrigation set, 
allowing several minutes for 
all the water to drain through 
the lowest sprinkler(s) in the 
set. If you don’t have access to 
an air compressor, turn off the 
irrigation controller and close 
the petcocks to prevent dirt or 
insects from getting into the 
plumbing. 

For most installations, the 
procedure above is sufficient to 
eliminate damage from freez-
ing. To be extra safe, one can 
attach an air compressor or 
portable air supply tank to the 

plumbing at the lower petcock 
valve on the vacuum breaker 
assembly. With about 65 PSI in 
the air tank, turn on the first 
irrigation set and open the 
air supply valve. You will see 
water trapped in low spots in 
the system blowing out of the 
sprinklers. With a new charge 
of air in the tank, start the next 
irrigation set on the controller 
and open the air supply valve. 
Repeat for each irrigation set. 
After blowing the water out of 
all irrigation sets, disconnect 
the air supply and close the 
petcock. Turn off or unplug the 
irrigation controller. 

Next spring, simply open 
the water supply valve, set the 
date and time on the controller 
and set your irrigation schedule 
and you are ready for another 
year.

Editors note: The Nebraska Farm 
Business, Incorporated (NFBI) —  
formerly Nebraska Farm Business  
Association — remains closely associ-
ated with the University of Nebraska–
Lincoln Extension. For more informa-
tion about NFBI or the schedule of 
services and fees charged to members, 
call NFBI at (402) 464-6324 or access 
their Web site at http://www.nfbi.net

Tax Planning 
Strategies

Tax planning strategies are 
always important and always 
complex, knowing a little about 
strategies your tax preparer may 
use could help you make the 
right decisions for your opera-
tion.

Here are a few tried and 
true strategies that may work 
for your operation.
•  Calculate your accrual net 

farm income: This allows 
you to know what the farm 
is truly making so you know 
where to “place” your cash 
income.

•  Maximize the use of the 
tax brackets: Using the 
brackets to be sure to tax as 
much income at whatever 
level you are producing will 
save you money over the 
course of your business.

•  Use all deductions, 
credits, exemptions, etc: 

These are reductions in either 
taxable income or income 
taxes the government gives 
you each year, but they do not 
allow you to roll over or take 
back to prior years. Income 
not offset by these could be 
taxable the next year.

•  Have good records: Good 
records mean books balanced 
to the banks, lending institu-
tions, etc. These records will 
ensure you have claimed all 
deductions available and 
utilized all the proper tax 
advantages.

•  Make your tax planning a 
long term strategy: Make 
tax planning a long-term goal 
of your business, not just to 
reduce this year’s taxes, but to 
reduce the total tax paid by 
your business over time.

New Domestic 
Production 
Deduction

The newest tax law that will 
require some farmers to plan 
ahead of time, is the addition 
of the new Domestic Produc-
tion Deduction. At this time 
last year, we didn’t think we 
would see a new piece of tax 
legislation in 2004 and Oc-
tober brought us two of the 
largest bills in recent history. 
The second of the two was the 
American Jobs Creation Act of 
2004. The fuel behind this bill 
was largely related to the Extra-
Territorial Income Exclusion 

Act of 2000 (ETI) that had been 
deemed “inconsistent with in-
ternational trade agreements by 
the World Trade Organization.” 
This had been a tax preference 
for strictly exporters, which is 
why the WTO had a problem. 
While the new law called for a 
three-year phase out of the old 
law, it also brought us a new de-
duction for those whose gross 
receipts included property that 
was “manufactured, produced, 
grown or extracted” in the 
United States.

As the ETI exclusion is 
being phased-out, the new 
production deduction is being 
phased-in. Listed below is the 
percent of qualified production 
income used as a deduction:

Tax Year Percent 
Deduction

2005, 2006 3%

2007, 2008, 2009 6%

After 2009 9%

Although this deduc-
tion covers much more than 
production agriculture, farm-
ers and ranchers are obviously 
growing and producing grain, 
livestock and other personal 
property. IRS Notice 2005-14 
describes qualifying activi-
ties as cultivating soil, raising 
livestock, fishing and include 
storage, handling or other 
processing activities (other 
than transportation) within the 
U.S. related to the sale or other 
disposition of ag products.

This deduction is also 
limited by 50 percent of W-2 
wages paid by the employer. 
For example, if Jim, a sole-pro-
prietor, generates $100,000 of 
farm income in 2005, he would 
qualify for a $3,000 deduction 
($100,000 x 3%). In order to 
receive the $3,000 deduction, 
Jim must also have paid at least 
$6,000 in wages to his em-
ployee. If he pays no wages, he 
receives no deduction. The IRS 
has put several tests into place 
to define wages in this instance 
to mostly disqualify non-cash 
wages or commodity wages 
paid to employees.

Since this is a produc-
tion deduction, figuring the 
qualified income may not be as 
simple as taking the net income 
from Schedule F. Some com-
mon sideline activities that 
cannot be included would be 
the sale of seed, custom work, 
etc. The IRS has allowed for a 
safe harbor to be taken by tax-
payers whose sideline activities 
account for less than 5 percent 
of their gross income allowing 
100 percent of gross income to 
qualify. If a taxpayer doesn’t fall 
into this category, they must 
allocate both the income and 
associated expenses, creating 
more bookwork, to qualify for 
the deduction.

Planning 
Opportunities

•  Producers who do not have 
employees may consider pay-

ing family members a small 
amount of wages to qualify 
for the deduction. There are 
several things to consider 
before going to the work of 
having employees.

•  The increased FICA taxes 
which must be paid can be 
offset by the reduction in self-
employment taxes paid by the 
farm as long as the income 
isn’t greater than the SE limit 
of $90,000.

•  Since the percent of quali-
fied income is set to increase, 
a wage rate high enough in 
2010 should be considered.

•  The deduction is a reduction 
in taxable income and does 
not reduce self-employment 
taxes.

•  The tax savings may not be 
great enough to make the 
deduction worth the head-
aches, but planning with a tax 
preparer should be a priority. 

Depreciation 
Reminders

•  The Section 179 Expense 
Election Limit for 2005 is 
$105,000 (the state limit is 
still $25,000).

•  There are no bonus deprecia-
tion amounts available for as-
sets purchased after 12/31/04 
(30 percent and 50 percent in 
the past). If you have ques-
tions regarding this deduc-
tion, feel free to contact Tina 
Barrett at tina@nfbi.net 

Agricultural Tax Planning for 2005
Tina Barrett 

Director of Nebraska Farm  
Business, Inc.

Tom Dorn 
UNL Extension Educator

To let air into lawn sprinkler systems, open the small valves (petcocks) on the vacuum relief valve 
assembly (shown at left), or to be extra safe, attach an air compressor to the lower petcock valve 

(shown at right).
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While soybean rust has 
been in the spotlight since 
last November, soybean 
cyst nematodes (SCN) 
cause the greatest losses 
to U.S. and Nebraska 
soybean producers. In 
many cases, produc-
ers are not familiar 
with SCN or 
only look for 
it when there 
is a problem 
in a soybean 
field and all other 
possibilities have been 
eliminated.

To increase the awareness 
of SCN and better define its 
distribution, the Nebraska 
Soybean Board provided 
funding for free sampling kits 
($20 value) to be distributed 
through extension offices to 
farmers in counties where 
soybeans are grown. 

Each kit contains a bag 
for you to submit a sample 
to the Plant & Pest Diagnos-
tic Clinic at the University 
of Nebraska–Lincoln and 
directions for collecting a soil 
sample. You will need to col-
lect a soil sample and submit 
it to the clinic by December 
31, 2005. 

You can sample for SCN 
any time during the year. Af-

ter harvest is 
a good time 
to sample if 
a field didn’t 
yield as 
expected and 

you can’t attribute 
the lower yields to 

any other factor such 
as weather, flooding, 

insect infestations or 
weed pressure. During 

the growing season, if you 
notice areas in a field where 

the soybeans don’t look as 
healthy and it can’t be ex-
plained by any of the factors 
above, it is also a good time 
to sample.

Since there is a limited 
quantity of these kits avail-
able, they will be distributed 
on a first-come, first-served 
basis to farmers stopping by 
the extension office to pick 
them up. To benefit as many 
farmers as possible, limit one 
kit per farm operation. 

FOR MORE 
INFORMATION 

NebGuide G1383, “Soybean 
Cyst Nematode Biology and 
Management,” available at 
the extension office online 
at http://ianr-pubs.unl.edu/
plantdisease/g1383.htm

Free Soybean Cyst 
Nematode Sample 

Kits Available


