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Introductions

Larissa McKenna

Humane Farming Program Director 

Email: lmckenna@foodanimalconcerns.org

Website: foodanimalconcernstrust.org/farmer

Food Animal Concerns Trust (FACT) is a national nonprofit 
organization that works to ensure that all food-producing 
animals are raised in a humane & healthy manner, and that 
everyone will have access to safe & humanely-produced food.

FACT’s services for livestock and poultry farmers include:

- Financial training – new! (Apply by October 31)
- Humane Farming Mentorship Program (applications available in late October)
- Fund-a-Farmer Grants (applications available in mid-November)
- Conference scholarships (ongoing)
- Customized handouts (ongoing)
- Free webinars (ongoing)



Who We Are

Andy Larson
FFI/SBDC Farm Outreach Specialist
(608) 265-0621
andrew.larson@business.wisconsin.edu

Sarah Larson
FFI Interim Director
(608) 263-0398
sarah.larson@business.wisconsin.edu

Brad Rostowfske
FFI Fellows/Accelerator Program Manager
(262) 689-1545
brad.rostowfske@business.wisconsin.edu

For Food Systems: For Food Brands & CPG: For Farm Businesses:





In a nutshell, the Income Statement:

• Is one of the big three financial statements
(along with balance sheet and cash flow statement)

• Is also called the Profit and Loss Statement (P&L)

• Summarizes revenues and expenses 
(plus non-cash accrual adjustments)

• Indicates profitability over a certain time period

• Is NOT the same as your Schedule F

• Is different for farms vs. non-farm businesses



Big 3 Financial Statements

• Balance Sheet – inventory of assets and liabilities
• Indicates liquidity and solvency

• Cash Flow Statement – change in cash position due to  
operating, investing, and financing activities
• Indicates repayment capacity

• Income Statement – summary of revenues and expenses 
(plus non-cash accrual adjustments)
• Indicates profitability of operations



Essential Terminology

• Revenues – income from sales of goods 
and services related to primary operations

• Expenses – costs related to operations that 
generate revenues

• Profitability – difference between value of 
goods produced and the cost of the 
resources used to produce them

• Accrual adjustments – changes in 
inventory balances that affect revenues or 
expenses for a period



Cash Basis vs. Accrual Basis

• In accrual accounting, revenues and expenses are 
recognized when they occur
• Larger firms and publicly traded companies typically use accrual 

basis accounting

• In cash basis accounting, revenues and expenses are 
recognized when payment changes hands
• Farm and small businesses typically use cash basis accounting 

• Cash basis accounting provides for inventive tax planning, 
especially around the end of the year 



Getting to Accrual-Adjusted Net Farm Income

Income Adjustments

• Accounts Receivable

• Crops inventory

• Livestock inventories

• Other inventory

Expense Adjustments

• Accounts payable

• Farm taxes due

• Prepaid expenses

• Investment in crops growing

• Purchased feed on hand

• Supplies on hand

Interest Adjustments

• Interest accrued

• Interest paid



Income Statement 
Template
• Thanks to staff with Ag 

Decision Maker at Iowa 
State University Extension 
and Outreach

• https://www.extension.iastate.edu/agdm/w
holefarm/xls/c3-56comprfinstatements.xlsx

 Income
Cash Income (number in ( ) matches IRS Sched. F)  Income Adjustments Beginning Ending

Sales of livestock bought for resale (1a) Hedging accounts balance (Sched. A) $0 $0

Sales of market livestock, crops, etc. (2) Crops held for sale or feed (Sched. B) $0 $0

Cooperative distributions paid (3a) Market livestock (Sched. F) $0 $0

Agricultural program payments (4a) Accounts receivable (Sched. H) $0 $0

Crop insurance proceeds (6a) Other current assets $0 $0

Custom hire income (7) Unpaid cooperative distributions (Sched. I) $0 $0

Other income (cash only)  (8) Breeding livestock (Sched. K) $0 $0

Sales of breeding livestock Subtotal of income adjustments $0 $0

Withdrawals from hedging accounts (b) Net adjustment (ending - beginning)

(a) Total Cash Income $0 (c) Gross Farm Revenue (a + b)

Expenses    

Cash Expenses (number in ( ) matches IRS Sched. F)  Expense Adjustments (paid in advance) Beginning Ending

Car, truck expenses (10) Investment in annual growing crops (Sched. C) $0 $0

Chemicals (11) Commercial feed on hand (Sched. D) $0 $0

Conservation expenses (12) Prepaid expenses (Sched. E) $0 $0

Custom hire (13) Supplies on hand (Sched. G) $0 $0

Employee benefits (15) Subtotal adjustments (exp. paid in advance) $0 $0

Feed purchased (16) (e) Net adjustment (beginning - ending)

Fertilizer, lime (17) Expense Adjustments (due) Beginning Ending

Freight, trucking (18) Farm accounts payable (Sched. P) $0 $0

Gasoline, fuel, oil (19) Farm taxes due (Sched. Q) $0 $0

Insurance (20) Subtotal adjustments (expenses due) $0 $0

Labor hired (22) (f) Net adjustment (ending - beginning)

Pension, profit-share plans (23) (g) Depreciation (Sched. J + L + M)

Rent, lease payments (24a + 24b) (h) Total Operating Expenses (d + e + f + g)

Repairs, maintenance (25) (excluding interest)

Seeds, plants (26) (i) Net Farm Income from Operations (c - h)

Storage, warehousing (27)

Supplies purchased (28) Interest Adjustments Beginning Ending

Taxes (farm) (29) Accrued interest (Sched. R + S) $0 $0

Utilities (30) Interest, total paid (IRS Sched. F line 21a + 21 b)

Vet. fees, medicine, breeding (31) (j) Net interest expense 

Other expenses (cash only) (32 total) (cash interest paid - beginning + ending)

Livestock purchased Total Farm Expenses (h + j)

Deposits to hedging accounts (k) Sales of farmland (Sched. N)

(d) Total Cash Expenses $0 (l) Cost value of farmland sold (Sched. N)

(m) Capital gains or losses (k - l)

(n) Net Farm Income (accrual) (i - j + m)

Net Farm Income (cash) (a - d) $0 Value of Farm Production

 (c minus feed and livestock purchases)

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

https://www.extension.iastate.edu/agdm/wholefarm/xls/c3-56comprfinstatements.xlsx


Gross Cash Farm Income

Cash Income (number in ( ) matches IRS Sched. F)

Sales of livestock bought for resale (1a) $25,499

Sales of market livestock, crops, etc. (2) $48,716

Cooperative distributions paid (3a)

Agricultural program payments (4a)

Crop insurance proceeds (6a)

Custom hire income (7)

Other income (cash only)  (8) $5,000

Sales of breeding livestock

Withdrawals from hedging accounts

(a) Total Cash Income $79,215



Gross Cash Farm Expenses
Cash Expenses (number in ( ) matches IRS Sched. F)

Car, truck expenses (10) $8,282

Chemicals (11)

Conservation expenses (12)

Custom hire (13) $1,451

Employee benefits (15)

Feed purchased (16) $7,816

Fertilizer, lime (17)

Freight, trucking (18) $1,475

Gasoline, fuel, oil (19) $241

Insurance (20) $1,593

Labor hired (22) $205

Pension, profit-share plans (23)

Rent, lease payments (24a + 24b)

Repairs, maintenance (25) $5,321

Seeds, plants (26)

Storage, warehousing (27)

Supplies purchased (28) $9,014

Taxes (farm) (29) $1,520

Utilities (30) $1,352

Vet. fees, medicine, breeding (31)

Other expenses (cash only) (32 total) $2,967

Livestock purchased $14,066

Deposits to hedging accounts

(d) Total Cash Expenses $55,303

Net Farm Income (cash) (a - d) $23,912



Accrual Adjustments to Income
Cash Income (number in ( ) matches IRS Sched. F)

Sales of livestock bought for resale (1a) $25,499

Sales of market livestock, crops, etc. (2) $48,716

Cooperative distributions paid (3a)

Agricultural program payments (4a)

Crop insurance proceeds (6a)

Custom hire income (7)

Other income (cash only)  (8) $5,000

Sales of breeding livestock

Withdrawals from hedging accounts

(a) Total Cash Income $79,215

 Income Adjustments Beginning Ending

Hedging accounts balance (Sched. A) $0 $0

Crops held for sale or feed (Sched. B) $0 $0

Market livestock (Sched. F) $0 $0

Accounts receivable (Sched. H) $105 $210

Other current assets $0 $0

Unpaid cooperative distributions (Sched. I) $0 $0

Breeding livestock (Sched. K) $660 $660

Subtotal of income adjustments $765 $870

(b) Net adjustment (ending - beginning)

(c) Gross Farm Revenue (a + b)

$105

$79,320



Accrual Adjustments to Expenses and Interest

Interest Adjustments Beginning Ending

Accrued interest (Sched. R + S) $0 $0

Interest, total paid (IRS Sched. F line 21a + 21 b)

(j) Net interest expense 

(cash interest paid - beginning + ending)

Total Farm Expenses (h + j)

(k) Sales of farmland (Sched. N)

(l) Cost value of farmland sold (Sched. N)

(m) Capital gains or losses (k - l)

(n) Net Farm Income (accrual) (i - j + m)

Value of Farm Production

 (c minus feed and livestock purchases)

$0

$14,912

$0

$0

$2,600

$64,408

$2,600

$57,438

Cash Expenses (number in ( ) matches IRS Sched. F)

Car, truck expenses (10) $8,282

Chemicals (11)

Conservation expenses (12)

Custom hire (13) $1,451

Employee benefits (15)

Feed purchased (16) $7,816

Fertilizer, lime (17)

Freight, trucking (18) $1,475

Gasoline, fuel, oil (19) $241

Insurance (20) $1,593

Labor hired (22) $205

Pension, profit-share plans (23)

Rent, lease payments (24a + 24b)

Repairs, maintenance (25) $5,321

Seeds, plants (26)

Storage, warehousing (27)

Supplies purchased (28) $9,014

Taxes (farm) (29) $1,520

Utilities (30) $1,352

Vet. fees, medicine, breeding (31)

Other expenses (cash only) (32 total) $2,967

Livestock purchased $14,066

Deposits to hedging accounts

(d) Total Cash Expenses $55,303

Net Farm Income (cash) (a - d) $23,912

 Expense Adjustments (paid in advance) Beginning Ending

Investment in annual growing crops (Sched. C) $0 $0

Commercial feed on hand (Sched. D) $550 $1,300

Prepaid expenses (Sched. E) $0 $0

Supplies on hand (Sched. G) $300 $720

Subtotal adjustments (exp. paid in advance) $850 $2,020

(e) Net adjustment (beginning - ending)

Expense Adjustments (due) Beginning Ending

Farm accounts payable (Sched. P) $0 $1,050

Farm taxes due (Sched. Q) $0 $0

Subtotal adjustments (expenses due) $0 $1,050

(f) Net adjustment (ending - beginning)

(g) Depreciation (Sched. J + L + M)

(h) Total Operating Expenses (d + e + f + g)

(excluding interest)

(i) Net Farm Income from Operations (c - h)

$1,050

$17,512

($1,170)

$6,625

$61,808





Keep making your income statement better…

Farm Profit Analysis

Production Enterprise Analysis
Beef 

Cow/Calf

Beef 

Finishing

Total Beef 

Operation
Lamb Pork

Broilers 

(Meat 

Chickens)

Turkeys Eggs
Crops 

Sold

Buy & 

Resell
Total

% of 

Total 

Sales

Sales by Channel

CSA $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Farmers Market $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Wholesale $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Internet $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Other Sales $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Total  Sales $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Expenses

Cash Production Expense/Cost of Goods $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Depreciation Production Expense $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Owner Labor Production Expense $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Total Production Expense $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Gross Profit $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

   Gross Profit as % of Sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0%

Allocation of Sales, Mktg & Admin $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Net Profit $0 $0 $0 $0 $0 $0 $0 $0 $0 0%

Net Profit % 0% 0% 0% 0% 0% 0% 0% 0%

Value of Change in Animal Inventory $0 $0 $0 $0 $0 $0

Non-Meat Livestock Product Enterprises

Non-Meat livestock Product Sales $0 $0 $0 $0 0%

Non-Meat Livestock Product Expenses $0 $0 $0 $0 0%

Profit Contribution: Non-Meat Products $0 $0 $0 $0 0%

http://www.veggiecompass.com/livestock-compass/

http://www.veggiecompass.com/livestock-compass/


Consider an accounting software suite

• Essential to correctly set up 
Chart of Accounts
• Income 

• Expenses

• Assets

• Liabilities

• Equity



Differences b/w farm and non-farm businesses



Income Statement for 
Non-Farm Business

Revenue
Gross Sales

Less: Sales Returns and Allowances

    Net Sales 0 

Cost of Goods Sold
Beginning Inventory

Add:                 Purchases

Direct Labor

Materials and supplies

Other costs

Inventory Available 0 

Less: Ending Inventory

    Cost of Goods Sold 0 

    Gross Profit (Loss) 0 

Expenses
Advertising

Car and truck expenses

Commissions and fees

Contract labor

Depletion

Employee Benefit Programs

Insurance 

Legal and professional services

Employee Benefit Programs

Insurance 

Interest

Legal and Professional Fees

Office expenses

Pension and profit-sharing

Rent or lease

Repairs and Maintenance

Supplies

Taxes and licenses

Travel and meals

Utilities

Wages

Other

    Total Expenses 0 

    Net Operating Income 0 

Other Income
Gain (Loss) on Sale of Assets

Interest Income

    Total Other Income 0 

    Net Income (Loss) 0 



In a nutshell, the Income Statement:

• Is one of the big three financial statements
(along with balance sheet and cash flow statement)

• Is also called the Profit and Loss Statement (P&L)

• Summarizes revenues and expenses 
(plus non-cash accrual adjustments)

• Indicates profitability over a certain time period

• Is NOT the same as your Schedule F

• Is different for farms vs. non-farm businesses



Thank you!  What questions do you have?

Andy Larson
FFI/SBDC Farm Outreach Specialist
(608) 265-0621
andrew.larson@business.wisconsin.edu

Sarah Larson
FFI Interim Director
(608) 263-0398
sarah.larson@business.wisconsin.edu

Brad Rostowfske
FFI Fellows/Accelerator Program Manager
(262) 689-1545
brad.rostowfske@business.wisconsin.edu

For Food Systems: For Food Brands & CPG: For Farm Businesses:



Upcoming webinars

October 19: Farm Financials Part 2 - Understanding Balance Sheets

October 26: Cultivating Your Customers – The Secret to Higher Profits

November 2: Intro to Raising Heritage Breed Poultry

November 16: The Art of Email: Farm Newsletters 

>>> Plus many more in November and December

Grants, Scholarships, Training, Mentorship & More!
Financial training – Applications available – apply by October 31!

Humane Farming Mentorship Program – applications in October

Fund-a-Farmer Grants – applications open in mid-November

Scholarships – ongoing

Sign up for emails @ foodanimalconcernstrust.org/farmer/

Join us on social media

Connect with 

https://foodanimalconcernstrust.org/webinars/

