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Farm Financial Records for Decision 
Making and Tax Management

Thursday, December 2nd, 2021

7pm – 8:30pm

Joan Petzen, Steve Hadcock, Dayton Maxwell

CCE Farmer Tax School 3

Session Housekeeping
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Session Housekeeping
• Use the chat function (send a message to 

everyone or to just the hosts) to interact.

5CCE Farmer Tax School

Session Housekeeping
• Use the chat function (send a message to 

everyone or to just the hosts) to interact.

• You are muted & without video. 
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Session Housekeeping
• Use the chat function (send a message to 

everyone or to just the hosts) to interact.

• You are muted & without video. 

• Everyone received an email with tonight’s 
materials. Paper mailings went out on 
Monday.
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Session Housekeeping
• Use the chat function (send a message to 

everyone or to just the hosts) to interact.

• You are muted & without video. 

• Everyone received an email with tonight’s 
materials. Paper mailings went out on 
Monday.

• Please complete the post-course survey (link 
to be shared in the chat and via email).
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Session Housekeeping
• Use the chat function (send a message to 

everyone or to just the hosts) to interact.

• You are muted & without video. 

• Everyone received an email with tonight’s 
materials. Paper mailings went out on 
Monday.

• Please complete the post-course survey (link 
to be shared in the chat and via email).

• We’ll follow up with the recording via email.
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Session Housekeeping
• Use the chat function (send a message to 

everyone or to just the hosts) to interact.

• You are muted & without video. 

• Everyone received an email with tonight’s 
materials. Paper mailings went out on 
Monday.

• Please complete the post-course survey (link 
to be shared in the chat and via email).

• We’ll follow up with the recording via email.

• Sign up for our other two workshops at 
tinyurl.com/ccetaxschool

10CCE Farmer Tax School



12/2/2021

6

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. 

CCE Farmer Tax School 11

Thank you to our 
sponsors! 
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Anna Richards
Business Advisor

2020 Consulting, LLC

Covering all of NYS
2020 Consulting provides a suite of financial consulting services. Our financial management sector focuses on business analysis,

management accounting and recordkeeping systems, while our business consulting services can help you navigate everything from new 
entity structure and design to business succession planning.

518-312-1262
www.2020consultingus.com
info@2020consultingus.com

NBT Bank, N.A.
AG Banking Department

www.nbtbank.com
Covering all of NYS

Agricultural and personal financial services including: loans, insurance, deposit, and cash management services. 

607-337-6150
52 South Broad Street, Norwich, NY 13815

http://www.2020consultingus.com/
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Farm Credit East, ACA
Jean Gallagher (Homer, NY Branch Manager)

Covering all of NYS - Find your local branch by visiting FarmCreditEast.com

Whether you’re a small family operation or large agribusiness with diverse markets, we can provide the financial 
products, services and management support that will help you run your ag business smarter and better. Contact a local 

branch office to connect with one of our specialists in tax planning and preparation, financial record keeping, payroll 

processing, business consulting, and more.

607-749-7177
jean.gallagher@farmcrediteast.com

NY FarmNet
Covering all of NYS

Always free, always confidential – we offer services for NY farms including financial analysis, business planning, 
and personal well-being. FarmNet has a network of consultants, who work one-on-one with farm families to 

resolve financial and personal issues. 

For assistance, call 1-800-547-3276
nyfarmnet.org

nyfarmnet@cornell.edu
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As you navigate through the 
presentation, think about how to best 

utilize the information for your business.
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

December 2, 2021
Hobby, Business, Schedule F, 4797

• Dayton Maxwell 

• Capital Area Agriculture and 
Horticulture Program (CAAHP)

• Farm Business Management 
Educator

1

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Operate a farm for profit

• Deduct all the ordinary and 
necessary expenses of carrying 
on the business of farming on 
Schedule F

2
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Do not operate the farming 
activity to make a profit

• Report the income from the 
activity on Schedule 1 form 
1040

• No longer deduct expenses of 
carrying on the activity

3

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• In determining whether or not 
the farming activity is for profit, 
all the facts are taken into 
account

4
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Operate farm in a businesslike 
manner

• Time and effort spent on farming 
indicate intention to make it 
profitable

• I.e. – separate records and bank 
accounts
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Depend on income from 
farming as a livelihood

• Losses are due to 
circumstances beyond control 
or are normal in the start-up 
phase of farming

6
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Change methods of operation in 
an attempt to improve profitability

• Advisors, have the knowledge 
needed to carry on the farming 
activity as a successful business

• Success in making a profit in 
similar activities in the past

7

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Make a profit from farming in 
some years and based on the 
amount of profit made can 
expect to make a future profit 
from the appreciation of the 
assets used in the farming 
activity

8
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Presumption of Profit

• Farming or other activity is 
presumed carried on for profit if 
it produced a profit in at least 3 
of the last 5 tax years, including 
the current year

9

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Presumption of Profit

• Activities that consist primarily 
of breeding, training, showing, 
or racing horses are presumed 
carried on for profit if they 
produced a profit in at least 2 of 
the last 7 tax years, including 
the current year

10
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• The activity must be 
substantially the same for each 
year within this period

• A profit is determined when the 
gross income from an activity is 
more than the deductions for it

11

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• If your business or investment 
activity passes this 3- (or 2-) 
years-of-profit test, presume it 
is carried on for profit

12
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Fail the 3- (or 2-) years-of-profit 
test, may still be considered to 
operate a farm for profit by 
considering the factors listed 
earlier

13

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Starting out in farming and don't 
have 3 (or 2) years showing a 
profit

• May take advantage of this 
presumption later, after 5 (or 7) 
years of experience allowed by 
the test

14
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Business Verses Hobby What’s the 
Difference? 

• Must file Form 5213 within 3 
years after the due date of your 
return for the year in which  first 
carried on the activity

• Or, if earlier, within 60 days 
after receiving a written notice 
from the IRS proposing to 
disallow deductions attributable 
to the activity

15

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program 16
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program 17

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program 18
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program 19

Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program 20
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Cornell Cooperative Extension | Capital Area Agriculture and Horticulture Program

Questions

21
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Farm Financial Records for 
Decision Making & Tax 

Management 
Joan Sinclair Petzen

jsp10@cornell.edu

585-786-2251, Ext. 122

Accounting Methods

• Cash 
• Record income received

• Record expenses when paid

• Accrual
• Sometimes called double entry bookkeeping

• Record income when the sale occurs whether or not payment is received

• Record expenses when incurred even if not paid for yet

• Matches income and expenses to the production period

mailto:jsp10@cornell.edu
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Bookkeeping or Accounting Systems

• Used to organize transaction records

• Over the visor, dashboard, console methods

• Shoebox method

• Spindle method

• Monthly folder method

• Ledger – a system of columns for recording income and expenses

• Computer based systems
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One write system – type of ledger system
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Software

• Personal 
• Quicken

• Mint

• More…

• Business
• Quickbooks

• Centerpoint

• Peachtree

• More…

What do you want from your bookkeeping 
System?
• Do you sell wholesale in large lots with revenue coming in a few big 

chunks each year?

• Does your business have a retail focus with daily sales?


