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kept separate books and accounts. The IRS ruled that the leasing 
subsidiary was a separate rental activity under I.R.C. § 469 but 
the activity could be grouped with the business activity of the 
other subsidiaries because the leasing activity was insubstantial 
compared to the activities of the other subsidiaries.  Ltr. Rul. 
200747018, Aug. 1, 2007.
	 PENSION PLANS.  For plans beginning in December 2007 for 
purposes of determining the full funding limitation under I.R.C. § 
412(c)(7), the 30-year Treasury securities annual interest rate for 
this period is 4.52 percent, the corporate bond weighted average 
is 5.90 percent, and the 90 percent to 100 percent permissible 
range is 5.31 percent to 5.90 percent. Notice 2007-101, I.R.B. 
2007-52.
	 REAL ESTATE MORTGAGE INVESTMENT CONDUITS. 
The IRS has issued guidance allowing certain asset securitization 
vehicles to avoid a challenge to their tax status in the event 
disqualifying modifications are made to subprime mortgage loans 
held by the vehicle. Aimed at aiding current attempts to curtail 
the economic fallout of the subprime mortgage crisis, the revenue 
procedure’s emphasis is on Real Estate Mortgage Investment 
Conduits which are widely used as securitization vehicles for 
mortgages. The guidance relies on the recent publication by the 
American Securitization Forum entitled, “Statement of Principles, 
Recommendations and Guidelines for a Streamlined Foreclosure 
and Loss Avoidance Framework for Securitized Subprime 
Adjustable Rate Mortgage Loans.” The publication provides a 
fast track mechanism whereby certain adjustable rate mortgages 
will be modified so that the interest on the loan will remain fixed 
for a period of time. Rev. Proc. 2007-72, I.R.B. 2007-52.
	 SALE OF TIMBER. The IRS has issued proposed regulations 
governing the information reporting requirements for sales or 
exchanges of standing timber for lump-sum payments. Currently, 
I.R.C. § 6045(e) requires a “real estate reporting person,” as 

defined in I.R.C. § 6045(e)(2), to make an information return and 
furnish a statement to the transferor with respect to a real estate 
transaction that consists in whole or in part of the sale or exchange 
of “reportable real estate.” Treas. Reg. § 1.6045-4(b)(2) defines 
“reportable real estate” as, among other things, any present or 
future ownership interest in land. Treas. Reg. § 1.6045-4(c)(2)(i) 
provides that no return of information is required with respect to 
a sale or exchange of an interest in timber, provided that the sale 
or exchange of such property is not related to the sale or exchange 
of reportable real estate. The proposed regulations provide that 
sales or exchanges of standing timber for lump-sum payments are 
“reportable real estate” transactions under Treas. Reg. § 1.6045-
4(b)(2) and, thus, are to be reported as provided in I.R.C. § 6045(e) 
and the regulations. 72 Fed. Reg. 67589 (Nov. 29, 2007).
	 SELF-EMPLOYMENT INCOME. The taxpayer claimed an 
exemption from self-employment taxes under I.R.C. § 1402(e) as a 
minister of a church which opposes acceptance of public retirement 
insurance. The taxpayer claimed to have filed a Form 4361 in 1980 
which granted the taxpayer an irrevocable exemption. The court 
found no evidence of any timely filed Form 4361 and held that 
no timely filed Form 4361 was filed; therefore, no exemption was 
available. Bennett v. Comm’r, T.C. Memo. 2007-355.

	 TAX SHELTERS. The taxpayer had invested in a jojoba 
partnership which was later determined to not be a valid business. 
The taxpayer was assessed tax deficiencies based on disallowance 
of deductions by the partnership. In addition the taxpayer was 
assessed a penalty for negligence. The taxpayer provided oral 
testimony as to the amount of care taken to determine whether 
the partnership business was viable or merely set up to claim tax 
deductions. The court found that the taxpayer had not done enough 
investigation as to the legitimacy of the partnership and allowed 
the assessment of the negligence penalty.  Bass v. Comm’r, T.C. 
Memo. 2007-361.
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FARM INCOME TAX,
ESTATE AND BUSINESS 
PLANNING SEMINARS

by Neil E. Harl
Outrigger Keauhou Beach Resort, Big 
Island, Hawai’i.  January 8-12, 2008

	 There is still room for you to spend a week 
in Hawai’i in January 2008! The seminar s 
are on January 8-12, 2008 at the spectacular 
ocean-front Outrigger Keauhou Beach Resort 
on Keauhou Bay, 12 miles south of the Kona 
International Airport on the Big Island, 
Hawai’i.
	 Seminar sessions run from 8:00 a.m. 
to 12:00 p.m. each day, Tuesday through 
Saturday, with a continental breakfast and 
break refreshments included in the registration 
fee. Each participant will receive a copy of 
Dr. Harl’s 400+ page seminar manual Farm 
Income Tax: Annotated Materials and the 
600+ page seminar manual, Farm Estate and 
Business Planning: Annotated Materials, 
both of which will be updated just prior to the 
seminar.
	 The Agricultural Law Press has made 
arrangements for substantial discounts on 
partial ocean view hotel rooms at the Outrigger 
Keauhou Beach Resort, the site of the 
seminar. 
	 The seminar registration fee is $645 for 
current subscribers to the Agricultural Law 
Digest, the Agricultural Law Manual or the 
Principles of Agricultural Law. The registration 
fee for nonsubscribers is $695.   For more 
information call Robert Achenbach at 541-
466-5544 or e-mail at robert@agrilawpress.
com.


