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The fiscal cliff has come and gone, 
and the nation has survived. I’m sure 
many of you were up late on New 
Year’s Eve glued to the TV awaiting 
a decision from Congress on a plan 
that would save the country from 
financial ruin. When the negotiating 
and politicking was over and the dust 
settled, we ended up with exactly what 
we expected from our government: a 
short-term fix to a long-term problem. 
The American Taxpayer Relief Act of 
2012 was signed into law on January 
2, 2013. Let’s discuss some of the 
changes you should be aware of in 
2013.

For most Americans, the tax rates 
and brackets will remain unchanged 
as those from the Bush-era tax cuts 
were made permanent. However, 
Congress has added another bracket 
for those single filers earning more 
than $400,000 and $450,000 for joint 
filers. Income over these amounts 
will be taxed at the top rate of 39.6 
percent. 

The payroll tax holiday from 
2011 and 2012 is now over for 2013. 
This was a 2 percent reduction in the 
employee’s Social Security portion of 
the FICA tax. For 2013, this goes back 
to 6.2 percent from 4.2 percent. For 
self-employed individuals, the FICA 
tax increases from 10.4 percent to 12.4 
percent on self-employment income 
up to $113,700 for 2013.

One of the biggest areas of 
speculation was what would be done 
with the capital gains rate, which was 
lowered to 15 percent as a result of 
the Bush tax cuts. Many thought the 
capital gains rate would revert back 
to 20 percent. Capital gains rates, the 
rate you pay on the long-term capital 
gains resulting from cow sales, was 
held at 15 percent for single taxpayers 
earning less than $400,000 and 
married taxpayers earning less than 
$450,000. For taxpayers with earnings 
in excess of these amounts, the capital 
gains rate jumps to 20 percent. Better 
yet, if your taxable income falls within 
or below the 15 percent tax bracket, 
the tax rate is 0 percent on long-term 
capital gains. Careful planning is 

necessary to avoid paying the higher 
rates.

Bonus depreciation at 50 percent, 
which was set to expire at the end of 
2012, has been extended through the 
end of 2013. This allows a depreciation 
deduction of 50 percent of the cost of 
new farm buildings and equipment 
purchased in 2012 and 2013. The 
other 50 percent of the asset is 
depreciated over its normal useful 
life, starting in the year of purchase. 
Bonus depreciation can be used to 

create a loss within an entity when 
needed to offset income from other 
sources.

The Section 179 depreciation 
allowance was also raised. Section 179 
allows for a full deduction of the cost 
of qualifying capital asset purchases 
in the first year. For all of 2012, the 
Section 179 depreciation allowance 
was $139,000 with phase-out 
beginning at $560,000. On January 
2, 2013, Congress increased the 
Section 179 depreciation allowance to 

$500,000 with phase-out beginning 
at $2,000,000 in qualified capital 
purchases and made it effective for 
2012 and 2013. So, where you may 
have been phased out from this 
deduction under the law that was in 
place for all of 2012, you may be able 
to take advantage of it under the new 
law. The Section 179 deduction is 
available for new and used equipment. 
Section 179 cannot be used to create 

Continued on page 32

“ While we were 
encouraged to 
see Congress 
make many of 
the Bush-era tax 
cuts permanent, 
we have more to 
look forward to 
this year. The debt 
ceiling issue will 
soon come to the 
table again.  

Overall Dairy Benefi ts:
• Reduction of input costs reduces overall expenses
• Can harvest silage when they want
• Higher-quality feed with increased energy content
• Farm fi elds improved due to less soil compaction
• Cow eats a healthier feed, and more of it, which in turn 
    increases milk production
• Bottom line – Poettinger wagon system reduces input cost, 
    promotes cow health and increases milk yield

Poettinger Self–Loading Silage Wagons

Economic and Health Advantages

Poettinger – Quality agricultural 
machinery for 140 years.

Cow Benefi ts:
• Cows like the taste of fresh greenchop
• Optimum feed length promotes chewing, salivation and 
    digestive process — Healthier Cow!
• Cow eats more feed, which in turn produces more milk
• With silage wagon pick–up system, no dirt or rocks are 
    introduced into the feed. Cow maintains health with a 
    reduction in veterinary bills.

Science to Support Savings:

www.poettinger.us
click on Products-Brochures-Self Loading Silage Wagons

For the Poettinger dealer nearest you, 
please call:
(805) 345-5843 or (219) 707-5094
Now with a wholegoods and parts 
warehouse in Valparaiso, IN and 
Lemoore, CA

POETTINGER PURE PERFORMANCE

Cost Benefi ts:
• Up to 60% reduction in fuel costs
• Reduction in manpower
• Improved feed to cow — alfalfa leaves not knocked 
    from stalks
• Multiple wagon uses — can pickup almost anything in a 
    windrow (greenchop, 
    hay/straw, cornstalks, etc.)
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or increase a business’ taxable loss.
Another closely watched area of 

discussion was regarding the estate 
tax. The lifetime exemption was set 
to revert back to $1 million with 
a tax rate of 55 percent on estate 
value over that amount. The new law 
prevented this and made permanent 
the exemption level of $5 million (as 
indexed for inflation – $5.25 million in 
2013). The top federal estate and gift 
tax rate was raised from 35 percent 
in 2012 to a permanent rate of 40 
percent. The portability feature, which 
allows an unused exclusion of the 
first to die to transfer to the surviving 
spouse, was continued as well.

Precise tax planning becomes 
additionally important as a result of 
the passing of the new law. There are 
increased Medicare taxes imposed on 
higher-income individuals, personal 
exemption phase-outs, itemized 
deduction limitations, etc. Not to 
mention additional taxes imposed at 
the state level on those high-income 
individuals, such as in California. 

While we were encouraged 
to see Congress make many of 
the Bush-era tax cuts permanent, 
we have more to look forward to 
this year. The debt ceiling issue 
will soon come to the table again. 
And this year we get to deal with 
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all of the burdensome record-
keeping responsibilities, reporting 
requirements and fees of Obamacare. 
Make sure you have a competent 
CPA to assist you in using the new 
laws to your advantage and avoid 
falling into traps that could have you 
paying more than necessary.  PD

Precise tax planning becomes additionally important as a result of 
the passing of the new law. There are increased Medicare taxes 
imposed on higher-income individuals, personal exemption phase-
outs, itemized deduction limitations, etc.  Photo illustration by PD staff.
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Butyric acid, medium chain fatty acids, and linolenic acid are all low in 
concentration in the typical milk replacer, starter feed, and grower 
feed. These fatty acids have increased average daily gain in each 
published calf trial. The change in hip width was increased and feed 
efficiency was improved in most every trial. So the calf was not just 
heavier but its frame was larger. In most all milk replacer trials, where 
the full dose of fatty acids was delivered in the neonatal period, 
scouring was reduced and titers to vaccines were increased.

The value of specific fatty acids (butyrate, medium chain fatty acids, 
and linolenic acid) to calves has been quantified and the results were 
consistent across feed types, feed companies, animal types, and 
research labs (references cited below). These are consistent responses 
that bring value to a calf-rearing program in the form of bigger and 
healthier calves.

your calves

The right fatty acids for your calf program!

NeoTec4.com / 800-553-1712 or 1-800-392-8324

®

Grasp Firmly.
Then Apply Science.

32 Progressive Dairyman Issue 5 • March 21, 2013

lvesur caa e


