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The information you will hear regarding 

Entities is for Tax Purposes Only and its 

Relation.

We are not lawyers but can recommend 

you to lawyers we work with that can 

provide you with legal advice or 

information.
Disclaimer



Purpose: to provide consultancy and 
training services in financial planning 
and agribusiness management

Our goal:

 To empower, educate, and assist 
in developing a solid foundation

 Best business practices and 

structure of agribusiness entities

 Identify and develop solid 
financial management strategies 

through training and professional 
development



WHAT ARE YOU????

So you were told your “business entity” was established, 

but what does that mean to YOU!!!!!!! The next few slides 

will define the different types of business entities.



Business Entities

Sole 

Proprietorship Partnership

Limited Liability 
Company

Non-Profit







Sole Proprietorship

Sole Proprietorship (unincorporated Business)-also called 

independent contractors, consultants, or free-lancers.

A one person operation. The business may have a

number of employees or hired persons; but the 

Proprietor owns, runs, and manages the business. No 

forms are required to start this type of business. Only 

report the income and expenses of the

business on 1040 Schedule C.



Sole Proprietorship

Important Points To Note:

Tax Forms – Schedule C

Advantages

➢ Easiest to organize

➢ Owner free to make decisions

➢ Minimum legal restrictions

➢ Owner receives all profits

➢ Easy to discontinue

➢ If owner materially participates, 
losses can offset other income

Disadvantages

➢ Unlimited liability of the 

owner

➢ Limited ability to raise 

capital

➢ Skills limited to owner’s 

abilities

➢Fringe benefits restricted





Legal Business Expenses



Legal Business Expenses
 Deductible business expenses must be ordinary and necessary in carrying on a trade or 

business.

 Advertising – the expenses must bear a reasonable relationship to the business activity

 Car and truck expenses – deduct the business-use percentage, which includes gas, oil, repairs, 

insurance, tires, license, etc.

 Commissions and fees – deduct commissions and fees other than amounts paid for contract 

labor

 Contract labor – deduct expenses paid for services performed by nonemployees

 Depletion – a depletion deduction is allowed when a taxpayer has an economic interest in 

mineral property, an oil, gas or geothermal well, or standing timber

 Depreciation and section 179 expenses – deductions allowed to recover the cost of business 

property with a useful life of more than one year

 Employee benefit programs – expenses for accident and health 

plans, group term-life insurance and dependent care 
assistance programs



LegalBusiness Expenses cont’d…

 Insurance – deduct business insurance premiums such as fire, theft, flood or casualty 

insurance, credit insurance to cover losses for unpaid debts, overhead insurance, 
liability and malpractice insurance, business interruption insurance, bonds, 
merchandise and inventory insurance, and workers compensation insurance

 Interest – mortgage interest on business real property other than a principal residence

 Legal and professional fees – such as fees charged by accountants or legal fees paid 
to acquire business assets, and tax preparation fees

 Office expenses – expenses used in the office

 Pension and profit-sharing plans – contributions to 
pension, profit-sharing or annuity plans for the benefit 

of employees



Legal Business Expense cont’d…

 Rent or lease – rental or lease expenses for vehicle, machinery and equipment. Not including loan 
payments

 Repairs and maintenance – deduct the cost of repairs and maintenance including supplies, labor and 

other items that do not increase the value or prolong the life of the business asset.

 Supplies – deduct the cost of supplies that are not included in inventory costs.

 Taxes and license – employers shares of FICA taxes, state and local unemployment taxes, federal 
highway use tax, real estate tax on business property, state taxes, sales tax

 Travel – travel expenses other than meals and entertainment.

 Meals and entertainment – business meals and entertainment expenses including meals while traveling 
away from home

 Utilities – trade or business utility expenses

 Wages – total gross wages



Farm Income 

and Expenses

This section will identify portions of income sources and 

expenses you may incur on your daily farm operation.



Farming Income

Farm income includes:

 Sales of livestock and other resale 

items

 Cost and other basis of livestock or 

other items reported on line A (Minus)

 Sales of livestock, produce, grains, 

and other products you raised

 Cooperative distributions

 Agricultural program payments

 Commodity Credit Corporation 

(CCC) loans

 Crop insurance proceeds and 

federal crop disaster payments

 Custom hire (machine work) 

income

 Other income (1099 NEC)

 Grossed income



Farm Expenses
Farm expenses include:

 Car and truck expenses

 Chemicals

 Conservation expenses

 Custom hire

 Depreciation

 Employee benefit programs

 Feed

 Fertilizers and lime

 Freight and trucking

 Gasoline, fuel, and oil

 Insurance (other than health)

 Mortgage interest

Other interest 

Labor hired

Pension and profit-sharing plans 

Rent or lease

Vehicles, machinery, and equipment

Land, animals

Repairs and maintenance 

Seeds and plants

Storage and warehousing 

Supplies

Taxes

Utilities

Veterinary, breeding and medicine 

Wages









Benefits of Financial Statements

 Profit & Loss

 Balance Sheet

 Cash Flow

 Trial Balance

 General Ledger



Profit & Loss: also known as an “income statement,” is a 
financial statement that details income and expenses over 

a specific period. This report helps you understand what’s 
behind a company’s profitability by categorizing revenues 

and expenses. For example, you can see if a business 
spends more than it earns on production, and you can 
view operating profits separately from financing costs and 

taxes.

https://www.thebalance.com/operating-income-and-operating-profit-margin-357587




Balance Sheet: a financial statement that provides a 
snapshot of what a company owns and owes, as well as 

the amount invested by shareholders. Balance sheets 
can be used with other important financial statements 

to conduct fundamental analysis or calculate financial 
ratios.

https://www.investopedia.com/terms/f/financial-statements.asp




Cash Flow: refers to the net amount of cash and 
cash equivalents being transferred in and out of a 

company. Cash received represents inflows, while 
money spent represents outflows. A company’s 

ability to create value for shareholders is 
fundamentally determined by its ability to generate 
positive cash flows or, more specifically, to maximize 

long-term free cash flow (FCF). FCF is the cash 
generated by a company from its normal business 

operations after subtracting any money spent
on capital expenditures (CapEx).

https://www.investopedia.com/terms/s/shareholder.asp
https://www.investopedia.com/terms/f/freecashflow.asp
https://www.investopedia.com/terms/c/capitalexpenditure.asp


ABC Farms, LLC



Trial Balance: bookkeeping worksheet in which 
the balance of all ledgers are compiled into debit 

and credit account column totals that are equal. A 
company prepares a trial balance periodically, 

usually at the end of every reporting period. The 
general purpose of producing a trial balance is to 
ensure the entries in a company's bookkeeping 

system are mathematically correct.

https://www.investopedia.com/terms/g/generalledger.asp




General Ledger: represents the record-keeping 
system for a company’s financial data, with debit 

and credit account records validated by a trial 
balance. It provides a record of each financial 

transaction that takes place during the life of an 
operating company and holds account information 
that is needed to prepare the company’s financial 

statements. Transaction data is segregated, by 
type, into accounts for assets, liabilities, owners’ 

equity, revenues, and expenses.

https://www.investopedia.com/terms/t/trial_balance.asp
https://www.investopedia.com/terms/t/trial_balance.asp
https://www.investopedia.com/terms/f/financial-statements.asp
https://www.investopedia.com/terms/f/financial-statements.asp
https://www.investopedia.com/terms/s/stockholdersequity.asp
https://www.investopedia.com/terms/s/stockholdersequity.asp




Additional Disregarded Entities

A disregarded entity, who also called a pass through entity, is one that 

is distinct from its owner for some purposes, but not when it comes to 

taxes. Sole proprietorships and partnerships, for example, are 

disregarded entities because the owners of these corporations report 

the business’s income on their personal tax returns.

Corporations are generally an example of a business entity that is not 

disregarded – except for S corps and REIT’s, a corporation generally 
pays taxes on its profits before distributions to shareholders.
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Partnership

Partnership – An aggregation of owners. Two or more persons contribute 

their assets to the business and may share the management, responsibility, 

profits, and losses.  Each partner pledges faith in the other partners and 

stands liable of the actions of all partners within the scope of partnership 

activities.

▣ Working together has it’s benefits!



To Partner or Not to Partner….. 
that is the question

Tax Forms – Form 1065

Advantages

 Easy to organize

 Better financial strength than sole proprietor

 Combines skills and judgments of more than one person

 Has a legal status

 Each partner has a personal interest in the business

 If partner materially participates, losses can offset other income







What it is…

 A Corporation is a person or group who establish a legal entity by 

filing articles of incorporation with the states' Secretary of State 

granting it certain legal powers, rights, privileges, and liabilities.

 An S Corporation is an eligible domestic corporation that wants to 

avoid double taxation (once to the shareholders and again to the 
corporation) by electing this status using Form 2553 ( Election by a 

Small Business Corporation)

What it is not …

 An S Corporation is not a Sole Proprietor or Partnership.



LIMITED LIABILITY COMPANY

Limited Liability Company (LLC) – has some of the characteristics of 

partnership and some of the characteristic of corporation. A LLC may be 

organized to avoid “double taxation” which frequently accompanies a

(S) corporation.

The owners of LLC are called members or managers. LLCs are managed 

by the members or managers who may or may not be members.

This is the distinction of a member managed LLC or a 

manager managed LLC

“Members enjoy “limited liability”



Don’t walk a thin line;
know what each member is doing!



LIMITED LIABILITY COMPANY
Advantages

 Can choose to file as: Sole Proprietorship, Partnership, or elect to 
be taxed as an (S) - Corporation

 S corporation restrictions on number of owners does apply

 Can be owned by corporations

 Can be treated as partnership for federal tax purposes if two or 
more owners

Disadvantages

 Earnings may be subject to SE tax (self employment tax)

 Life of LLC may be limited









S CORPORATION

A S Corporation (Tax-Option Corporation) has all aspects except that the 
corporate entity pays no income tax because each shareholder owner reports his 

or her share of corporate income for income tax purposes on their individual 

income tax returns. An S Corporation must have at least one shareholder but no 
more than 100 shareholders

Advantages

 Double taxation of earnings is 

avoided

 Same limited liability as C 

Corporation

 Pass-through of profits not subject 

to self-employment (SE) tax as in a 
partnership

Disadvantages

 Fringe benefits restricted

 Shareholders pay tax on 
undistributed profits

 Less flexibility for choosing a 
tax year

 Number of shareholders is 

limited







C CORPORATION

Tax Forms – Form 1120

Advantages

 Life of business is perpetual

 Stockholders have limited liability

 Transfer of ownership is easy 

through sale of stock

A corporation is a separate business entity distinct from its owners, who are called shareholders 

because they own shares or interests in the corporation. The major characteristic of the 
corporate form of business organization is this sharp line of distinction between the business 
and the owners.

Disadvantages

 Double taxation. Profits are taxed 
at the corporate level and 

dividends distributed to the 
shareholders are taxed at the 
individual level

 Difficult and expensive to organize

 Corporate charter may restrict 
types of business activities





In Home Office

A House is 
not just a 
home…

It’s an 
office!!!



Business Use of Home

Use Test

 To qualify for deductions, the area in the home used for business must be 

used regularly and exclusively:

 As the principal place of business (including administrative use)

 As a place to meet with clients in the normal course of business or

 In connection with the business if it is a separate structure not attached to 

the taxpayer’s personal residence can be considered in home –office.

 Shareholders are allowed expenses for business use of home assuming the 

shareholder receive reasonable wages for services rendered. Such 
expenses are deducted as employee business expenses on schedule A 

form 1040 subject to the 2% AGI limitation.

52



In Home Office Expense

Can Claim a percentage of the 

following expenses:

 Home mortgage interest

 Real estate taxes

 Utilities

 Insurance

 Rent

 Any repairs to the office portion of the house





Additional Forms

 Form 982 – Reduction of Tax Attributes

 Form 843 – Claim for Refund and Request for Abatement

 Form 12277 – Application for Withdrawal of Federal Tax 
Lien

 Form 14135 – Application for Certificate of Discharge of 
Property from Federal Tax Lien

 Form 943 – Employer’s Annual Federal Tax Return for 
Agricultural Employees

?













Points to Remember

Know what type of business entity you are and 

understand your requirements

Foundation of the business will determine your tax 

liabilities

Always have accurate accountability of your daily 

operations

All daily expenditures may have tax implications 

(reduction of taxable income)





Contact Us:

Cecilia Raudales
Business Relations & Engagement Manager

Raudalesc@thetenniegroup.com 
Cell: 919-817-5702

The Tennie Agriculture Group, LLC

Office: 919-217-0933

3005 Village Park Dr., (Second Floor)

Mailing:
PO Box 27912
Raleigh, NC 27611

www.tennieagriculturegroup.com

Nicole Hines
Business Relations & Engagement Coordinator

Hinesn@thetenniegroup.com Cell: 
919 – 217-3511

Scan MeLinkedIn 
Scan Me

mailto:Raudalesc@thetenniegroup.com
http://www.tennieagriculturegroup.com/
mailto:romeron@thetenniegroup.com
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