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FEDERALLY RECOGNIZED TRIBAL EXTENSION PROGRAM 

OVERVIEW

Livestock industry trends and 
k timarketing

Livestock records management and 
record keeping

Constructing enterprise budgets
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Constructing enterprise budgets
Reducing risk through federal 

insurance programs
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AGRI BUSINESS PLANNING

 Objectives
 To provide information to tribal and individual  To provide information to tribal and individual 

operators to improve operations
 To provide one-on-one consultations for those who 

want to develop their individualized system (Manual 
or Computerized)

 To provide operators with financial format 
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 To provide operators with financial format 
information needed to obtain operating capital 
(How to get loans and amounts needed)

GOALS

Agribusiness sustainability
Maximize profitability
Part-time or full-time operation
Identify resources
Obtain working capital
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AGRIBUSINESS ENTERPRISE ADVANTAGES

 Costs of operation
 Range feesg

Usually less than outside (i.e. $4.00 per year)
 Feed costs
 Land accessibility

Tribal land
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Assignment land
Allotment land
Fee patented land

 Tribal vs. federal vs. state regulation

Farm income generated from soil and
water conservation programs and
agricultural commodity programs on Indian Trust 
lands

 Revenue Ruling 69-289
 Revenue Ruling 69-289 defines gross income from USDA programs on 

Indian Trust Lands: Payments made under USDA programs having as 
their general objectives the conservation of soil and water resources, 
the maintenance of reasonable and stable supplies of agricultural 
commodities, and the protection of farm income are considered 
payments “derived directly from the land.”

 Under USDA programs  payments are made to Indians for agreeing to 
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 Under USDA programs, payments are made to Indians for agreeing to 
use the land in certain ways and agreeing not to use the land in certain 
ways.  Therefore, these payments are considered to be income “derived 
directly from the land” to the same extent as would be rentals or the 
proceeds of sales of crops grown on the land, and are excludable from 
Indians’ gross income for Federal Income Tax purposes.
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Question: So what does this mean?
 Indian producers receiving a 1099G form for USDA payments from soil and 

water conservation programs and agriculture commodity programs for the 
production of crops and livestock on Indian trust land may claim an 
exemption if:
 1. The Indian operator or Indian Trust land owner is an enrolled 

member of a tribe and resides on their respective reservation.
 2. The income reported on the 1099G form is from:

 The conservation of soil and water resources, maintenance of 
reasonable and stable supplies of agricultural commodities, and the 
protection of farm income.

 Crops, livestock or other agricultural products.

 3. AND the Indian operator is operating on their own allotment in which 
case the income would be “derived directly from” Indian trust lands.

 Then the agricultural income “derived directly from the land” may be 
reported as tax exempt.

7

Question:  If you are an Indian producer, operating on 
Indian Trust Land, what do you do with the 1099G for 
you receive?
 Farm income reported on tax form 1099G 

should be reported on tax for Schedule F-Profit should be reported on tax for Schedule F-Profit 
or Loss from Farming, Form 1040.  Contact 
your accountant or tax advisor for further 
information.

 There is no provision in the Internal Revenue 
Code of 1954 that exempts an individual from 
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Code of 1954 that exempts an individual from 
the payment of Federal Income Tax solely on 
the grounds that he/she is an Indian.
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SCHEDULE F - PAGE 1
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SCHEDULE F – PAGE 2
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Question:  What type of income from Indian Trust 
Land is tax exempt?

 To be tax exempt, income must be derived directly or attributable to the use of the 
Indian Trust (allotted) land.

 Revenue Ruling 67-284g
 Revenue Ruling 67-284, Gross Income Defined is the second most important ruling.  

This ruling outlines the general principles applicable to the federal income tax 
treatment of income received by Indians on Indian Trust (allotted} lands.

 The Internal Revenue Service recognizes the exempt status of income received by an 
enrolled member of an Indian Tribe where ALL of the following five tests are met:

 1. The land in question must be held in federal trust status by the United States 
Government; 

 2. Such land must be restricted and allotted land and is held for an individual Indian 
and not for a tribe;
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 3. The income must be derived directly from the Indian Trust land
 4. The statute, treaty, or other authority involved must evidence congressional intent 

that the allotment be used as a means of protecting the Indian until such time as 
that land is removed from federal trust status;

 5. The authority in question must contain language indicating clear congressional 
intent that the Indian Trust land is not subject to taxation.

Farm/Pasture Leases or Range Unit Permits 

 Revenue Ruling 57-523
 The third ruling that applies is Revenue Ruling 

57-523, which states farm income derived from 
Indian Trust lands rented by an Indian operator 
(farm/pasture leases or range unit permits) is 
not considered income held in trust for or 
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received by the allottee (land owner) and is 
included in gross income.
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AGRIBUSINESS CONSTRAINTS

 Availability of operating funding
Livestock operations graze through Livestock  Livestock operations graze through Livestock 
Associations (Must manage as a group)

 Land accessibility
 Trust status limits ability to obtain operating and 

development loans from traditional lending 
institutions i e  banks  PCA
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institutions i.e. banks, PCA

 Marketing
 Loss of revenue due to opportunities available

 Sales yards

WHAT CAN RECORD KEEPING DO

 Increase profitability
Shows where profit is generated and how

 Provide for informed short-term and long-term 
planning

 Identify strengths
Id tif  k
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 Identify weaknesses
 Reduces business failure
 Evaluate success of operation
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WHAT CAN RECORD KEEPING DO (CONT’D)

 Identify business assets
 Identify liabilities
 Identify income
 Identify expenses
Document and track animal production
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Document and track animal production
Document animal health treatments

WAYS OF OBTAINING OPERATING CAPITAL

 Forward Selling
Alfalfa Hay (Dairy hay buyers)
Cattle (Feedlots or cattle buyers)

 Establishing  Supply Accounts
 Establishing Credit Lines

Secured (First or Second Mortgages on house or 
property)
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Unsecured

 Obtain operating loans (Direct and Gauranteed)
Farm Service Agency
Production Credit Association
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INFO NEEDED TO GET OPERATING CAPITAL

Historical Data of Sales
How much hay do you produce for saleHow much hay do you produce for sale
How many cattle do you produce for sale

Reputation
Can you be trusted
Do you pay your supply accounts on time
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Do you pay your supply accounts on time
Do you stand by your deal once made.  

Honor your word.

FINANCIAL HORIZONS CREDIT UNION (FHCU)
LENDING CRITERIA

 The Credit Union will review your personal credit 
history and FICO score  Among the personal credit history and FICO score. Among the personal credit 
information that may be considered is: 

 personal credit card debt 
 personal loans 
 liquid assets 
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 real estate holdings 
 tax returns 
 personal financial statements 
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FHCU Six C’s of Credit

 Character of the borrower is the first factor and 
the most difficult to assessthe most difficult to assess.

 Length of current and previous residence
 Length of current and previous employment

P i it  f l f
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 Proximity of personal references
 Past experience with member

FHCU six C’s

 Capacity includes:
 Length of current and previous residence Length of current and previous residence
 Length of current and previous employment
 Proximity of personal references
 Past experience with member 

 Capital  
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 Capital deals with an assessment of the borrower's 
financial leverage, operating leverage, capital 
structure, and pro forma cash flow. 
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FHCU Six C’s

 Conditions
 For businesses it includes assessment of industry  For businesses it includes assessment of industry 

trends, competition, labor situation, technology 
trends, pricing, raw material availability, and other 
factors that are generally beyond the control of the 
business. 

 Collateral
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 Value of assets that can be used to repay a loan if 
internally generated cash or new financing is not 
available. Typically 80% of loan value.

FHCU  Six C’s 

 Control
 The operating effectiveness of the information systems used  The operating effectiveness of the information systems used 

by the borrower to manage the business. Not all borrowers 
have good internal financial and operating systems. This can 
lead to unexpected problems with meeting cash flow 
requirements. The lender and investor must be assured that 
the firm's accounting system is effective, that the firm meets 
all regulatory and other legal requirements, and that its 
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all regulatory and other legal requirements, and that its 
management information systems are adequate to manage 
effectively.
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FARM SERVICE AGENCY LOAN REQUIRMENTS

 Request For Direct Loan Assistance
 A plan of proposed activities A plan of proposed activities
 Balance Sheet (within 90 days)
 Have been denied from a commercial lender
 Three year financial history 

Financial Records (income, expenses, and balance 
sheet)

 Three production history

FINANCIAL STATEMENTS – BALANCE SHEET

24



5/19/2009

13

INCOME (PROFIT AND LOSS) STATEMENT
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CASH FLOW 
Form WSO 410-8(4/23/04) Monthly Cash Flow
Income Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec Total

$0
0

Total Income 0 0 0 0 0 0 0 0 0 0 0 0 0

EXPENSES
Car & Truck 0

Chemicals 0

Conservation 0

Custom hire 0

Feed Supplements 0

Feed Grain & Roughage 0

Fertilizer & Lime 0

Freight & Trucking 0

Gas/Fuel/Oil 0

Insurance Expense 0

Labor Hired 0

Rent - Mach./Equip/Veh 0

Rent - Land/Animals 0

Repairs & Maintenance 0

Seeds & Plants 0

S li 0
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Supplies 0

Taxes - Real Estate 0

Utilities 0

Total Expenses

Owner Withdrawal

Grand Total Expenses

Credit Needed


