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MS 3770
DEDUCTIONS FOR FARM/NONFARM INCOME

Deductions are subtracted from income to allow for specific expenses or allowances.

A.
Deduct the following:


1.
Wages paid to employees;


2.
Rent or interest on a mortgage and, as appropriate, taxes but only if the enterprise is carried on from a site other than the home;


3.
Interest payments only on the purchase of capital assets, equipment, etc;


4.
Cost of stock offered for resale;


5.
Cost of materials and supplies including seed, feed, crop insurance, fertilizer, and utilities required to carry on the enterprise;


6.
[Mileage rate allowed as a deduction for business purposes if the vehicle expenses are directly related to the operation of the business enterprise – provided the person uses their private vehicle.  The mileage deduction is equivalent to the amount shown on the federal tax return.  If a tax return is not filed use the IRS mileage rate.  This information can be accessed at: http://www.irs.gov.  To access the current year’s mileage rate enter the term “mileage rate” in the search box;]


7.
Other non-personal items directly related to producing the goods or services;


8.
Repairs or maintenance of equipment and property.

B.
DO NOT deduct the following:


1.
Personal work or business expenses such as taxes, FICA, lunch​es, personal transportation, and entertainment expenses, etc;


2.
Amounts claimed for depreciation, prior losses, or loss in one business from another;


3.
Purchase of capital equipment;


4.
Payments on principal for the purchase of property, durable goods, capital assets, equipment, etc;


5.
Improvements, such as paving drive, new roof, putting up a fence, etc.


6.
Compensation paid to officers.
