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Income Tax Planning for 
Farms that File a Schedule F
Don’t you wish we had a snappier title?

Session 1: Tax Planning, Goals, and Foundations

Wednesday, October 13th

7pm – 8:30pm

Dayton Maxwell, Nicole Tommell, and Katelyn Walley-Stoll
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Dayton Maxwell
Cornell Cooperative Extension

Capital Area Agricultural and Horticultural 
Program

Albany, Columbia, Greene, Rensselaer, 
Schenectady, and Washington Counties

Farm Business Management Educator

518-380-1498

dtm4@cornell.edu
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Nicole Tommell
Cornell Cooperative Extension

Central New York Dairy, Livestock, and 
Field Crops

Chenango, Fulton, Herkimer, Madison, 
Montgomery, Otsego, Saratoga, and 
Schoharie Counties

Ag Business Management Specialist and 
Team Leader

315-867-6001

nt375@cornell.edu
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Katelyn Walley-Stoll

Cornell Cooperative Extension

Southwest New York Dairy, Livestock, 
and Field Crops

Allegany, Erie, Cattaraugus, Chautauqua, 
and Erie Counties

Farm Business Management Specialist 
and Team Leader

716-640-0522

kaw249@cornell.edu
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Session Outline & Housekeeping

• Use the chat function (send a message to everyone or to just the 
hosts) and the q&a function (asks a question to the hosts) to interact.

• You are muted & without video. 

• Introduction to tax planning. 

• Different types of tax planning. 

• Tax planning goals. 

• Pre-requisites for tax planning. 
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Disclaimer

This information is for educational and reference purposes only and is 
not a substitute for sound legal counsel and tax preparation. Cornell 

Cooperative Extension is dedicated to providing research-based 
information to our agricultural producers. Every effort has been made to 
provide correct, complete, and up-to-date recommendations. Changes 

occur constantly and human errors are possible. 
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Thank you to our 
sponsors! 

9

Handouts

• Copy of the slides & Sponsor Directory.

• Farmers Tax Guide. 

• Recordkeeping Quiz. 
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What’s the Point of Tax Planning?

• Getting the farm’s finances in order…prior to January 1st

• Looking at the overall health of the business

• Having the ability to capitalize on potential after-tax income to 
minimize tax burdens
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What is Farm Income Tax Planning?

• Occurs during the year for which 
taxes are being managed

• Income tax planning for 2021 
occurs in 2021

• Ideally September or October

• ….more often, December 26
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What is Farm Income Tax Planning?

• Managing the amount of income 
tax the farm business pays

• Cash accounting method

• Be advised – successful 
businesses pay income tax
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What is Farm Income Tax Planning?

• Managing how much the farm 
business contributes to overall 
income tax liability

• Some farmers will do anything 
to avoid paying income tax!
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What is Farm Income Tax Planning?

• The choice of reinvesting in the 
farm business or paying 
income taxes

• Reinvest in the business to get 
into a lower tax bracket

• It’s a balancing act!
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Reduce Taxable Income
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Investing in the Business to Lower Taxable Income

• Rapid deprecation and general 
depreciation of a capital 
purchase

• Prepay operating expenses for 
next year up to 50% of total –
snowball beware

• Employee retirement plans
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Investing in the Business to Lower Taxable Income

• Deferring income until next 
year

• Income averaging

• Capital leasing
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Income Tax Planning

• Considers the operating entity 
for the 12 month operating 
cycle

• Typically a calendar year
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Capital Gains Tax Planning

• Considers sales price above basis

• Recaptured depreciation is generally taxed at regular tax rates

• Usually manageable with assets that depreciate

• Not as manageable with land

CCE Farmer Tax School 20
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Gift and Estate Tax Planning

• The maximum asset value which can be 
transferred during life or at death before 
Federal and State taxes

• $11.7 million Federal 2021

• $5.9 million NYS 2021

• 40% Federal tax rate 2021

CCE Farmer Tax School 21

Federal Long Term Capital Gains Tax Rates
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What are your Income Planning Goals?

• Potential refinancing/restructuring/expansion of the farm business

• New lending opportunities/identify needs

• New business opportunities

• Decrease tax liabilities by pre-paying tangible items?

• Exit strategies? Transition strategies?

CCE Farmer Tax School 23

Identifying goals within your 
business will assist you in the next 

phase. 

Tax season is a great time to gauge 
the health of your business. 
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Where is your business in the business cycle?

How “should” the season of your business drive your tax conversations?
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Pitfalls and Perks of Schedule F Profits!

• Lenders questioning viability/eligibility of your business?

• Potential IRS Audits…year over year losses create red flags

• Are you generating income to not be considered a hobby?

CCE Farmer Tax School 26
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Perks of Showing Schedule F Profit

• Positive track record in farm revenue for the IRS

• Lenders are more apt to assist positive profit businesses with 
capital expenditures, growth/expansion
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Income Tax Planning in a Good Year

• Might begin earlier than a typical year, 
June – July

• Project tax bracket if no planning

• Project tax bracket with planning in place

• Work with financial professionals and 
your tax preparer

CCE Farmer Tax School 28
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Income Tax Planning in a Bad Year

• Less of a concern than a good year

• Begin September and October of current 
year

• May use a bad year to offset prior years 
tax liability paid through income 
averaging
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Pros and Cons of Minimizing Tax Liability

Advantages

• Planned investment versus 
reactionary investment

• Strategic spending

• Improves overall business 
management

Disadvantages

• Making time to do it

• Added costs for financial and 
accounting people

Name of Presenter / Event or Location 30



10/14/2021

16

Pros and Cons of Minimizing Tax Liability

Advantages

• Pay less income taxes

• Invest in the business more

• Manage self-employment taxes

Disadvantages

• Need good financial records

• Reduces New Year’s eve road 
trips
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What does the IRS Look for?

Consistency in the amount 
of income tax paid on an 

annual basis may avoid an 
audit.

CCE Farmer Tax School 32
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Income Tax Management and Access to Credit

• Lenders make decisions using the most 
recent three years tax returns of which 
the Schedule F is very influential

• Use depreciation for income tax 
management purposes to minimize 
influence on borrowing capacity

• Depreciation is a non-cash expense 
added back to cash available for debt 
service

CCE Farmer Tax School 33
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In the chat, type in one word answers 
that come to mind when you thinking 

about farming….the twist? Go in 
alphabetical order.
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Introducing the Farmers Tax Guide

• Publication 225 from the IRS

• “This publication explains how the federal tax laws apply to farming. 
You are in the business of farming if you cultivate, operate, or 
manage a farm for profit, either as owner or tenant. A farm includes 
livestock, dairy, poultry, fish, fruit, and truck farms. It also includes 
plantations, ranches, ranges, and orchards”.

• https://www.irs.gov/pub/irs-pdf/p225.pdf
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https://www.irs.gov/pub/irs-pdf/p225.pdf
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Are you ready for income tax planning?

CCE Farmer Tax School 37

Sound 
Financial 
Records

Solid 
Book

Keeping 

Good 
Farm 

Accountant

Are you ready for income tax planning?

CCE Farmer Tax School 38

Sound 
Financial 
Records

• Monitor the progress of your farming 

business. 

• Prepare financial statements (cash flow 

statement, profit and loss statements, 

balance sheets, statement of owner’s 

equity)

• Easily prepare tax returns to accurately 

support income, expenses, and credits. 
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Are you ready for income tax planning?
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Solid 
Book

Keeping 

• Clearly records income 

and expenses. 

• Safe location of 

supporting documents 

(invoices, receipts, 

contracts, loan 

payments). 

• Updated regularly. 

• Designated personnel 

are responsible at 

designated times.

• Track assets and other 

balance sheet items. 

Are you ready for income tax planning?
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Good 
Farm 

Accountant

• Understand the services they are able to 

provide. 

• Familiar with farm taxes and the Schedule F. 

• Willing to assist with audits. 

• Supports you and your farm business. 

• Able to perform financial analysis. 

• Someone you feel comfortable talking to!
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Are you ready for income tax planning?
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Good 
Farm 

Accountant

• How many times a year do you see them?

• How many questions do you ask them?

• Do they work with a lot of farms?

• Would you see them at your local coffee 

shop/diner/community picnic?

Are you ready for income tax planning?
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Sound 
Financial 
Records
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Book
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Good 
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What are YOUR 
income tax 

planning goals?
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Homework – Come Ready to Share!

• Rate your Record Keeping Quiz (Included with your slides handout).

• See how you’re doing and where there are opportunities to improve.

• Farmers Tax Guide (Included with your slides handout).

• Look through and find 1 – 2 things that are new information to you. 

• Accountant Relationship Article 

• Read through this and reflect on your current situation

• What’s YOUR Tax Planning Goal?

• Reflect on tonight’s workshop to determine what your farm’s income tax 
planning goal will be this year. 
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Conclusion

• Income tax planning is managing the tax liability of a farm to meet 
planning goals, which supports overall farm business goals. 

• How you manage your tax liability will change depending on your 
projected profits year to year.

• Claiming a profit isn’t a bad thing. 

• The prerequisites of income tax planning are sound financial records, 
solid book keeping, and a good relationship with an accountant. 

• You’ve got some homework and reflection to do 
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