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Account Name 
Account 

Type 
Explanation 

Main Farm Checking 

Account 
BANK 

NOT your personal checking account. Yes, you must have a separate business checking 

account. 

Petty Cash BANK 

This isn’t really a bank account; it is a coffee can or an envelope. But treat it like a 

checking account for purposes of recording money spent and replenished. Example #1: 

Employee takes a $20 & returns $20 worth of receipts to the coffee can. You use the 

receipts to record $20 worth of expenses (gas, office supplies etc.) and cut yourself a 

check for “cash” for $20. Then the cash comes out of the farm checking account and goes 

into the coffee can. Example #2 You decide you need to increase petty cash from $100 to 

$200. Write a check for $100 payable to “Cash” record it as a “transfer” in QuickBooks. 

You end up with $100 less in your checking account (correct) and $100 more in your 

coffee can (also correct.) NOTE: If the employee spends their own money,  then when 

you reimburse them you either use petty cash (replace a $20 with their receipts), or 

bypass petty cash by writing them a check and recording the expenses according to their 

receipts (gas, office supplies, etc.) 

Farm Savings Account BANK 
NOT your personal savings. Yes, keep a savings account for your farm business in 

addition to your farm checking account.  

Accounts Receivable ASSET 

Created by entering individual sales through billing module. Accounts receivable 

increases when you make a sale to be paid on credit and decreases when you receive the 

cash payment. When you enter an account receivable through the billing module you will 

also identify the sales account to increase to record the sale on account. When you 

receive the payment through the billing module accounts receivable is decreased (you are 

no longer owed money) and cash in the checking account is increased (you have 

deposited a check). 
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Account Name 
Account 

Type 
Explanation 

Farm Equipment ASSET 

Be sure to keep a separate list of individual assets in Excel. You need the list for income 

tax purposes and for county property taxes. QuickBooks just keeps a running balance. Do 

NOT make each piece of equipment a separate account or sub-account, it will make your 

standard reports hard to read, and it will be difficult to fix. Your opening entry is for the 

beginning fair market value of all equipment contributed into the business. Thereafter, 

when you buy a piece of equipment, the purchase price decreases cash (or increases 

accounts payable), and also increases the running total in the Equipment account. When 

you sell a piece of equipment, the sales price increases cash, and the asset account is 

reduced by whatever value you have for the equipment you sold. The difference between 

the sales price and the amount in the equipment account is recorded to an “Other Income” 

type account called “Gain or Loss from Sale of Equipment.” It is important to keep these 

types of sales separate from the regular sales of farm products because: 1) including it 

with income from crop sales would distort your crop income, and 2) The income tax 

treatment is different.  

Farm Vehicles ASSET 
As above, keep vehicles separate from other equipment. They are treated differently for 

tax purposes.  

Structures ASSET 
As above, keep structures separate from other equipment. They are treated differently for 

tax purposes. See notes on perennial crops if you build the structure yourself.  

Perennial Crops  ASSET See section on perennial crops. 
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Account Name 
Account 

Type 
Explanation 

Farming Supplies  

ASSET 

(This is really 

an inventory 

account but it 

is probably 

simpler to 

manage it as 

an asset 

account.) 

This is your year-end inventory of soil amendments, gloves, hand tools, flashlights, 

chicken wire, etc.  You only need to adjust it each year at year’s end. Here is a simple 

way to record a reasonable amount of inventory and expense each year. Simple Method:  

all of your supplies expenses to the expense-type account called “Supplies” during the 

year. Then in November & December (or the last months of your tax year if you are on a 

fiscal year), post your last supplies purchases of the year to the asset-type account called 

“Supplies” instead. Those last purchases represent your year-end inventory of supplies on 

hand. The total in your supplies expense account represents all the supplies you 

purchased and used during the year. In January (or the first month of your fiscal year), 

use a journal entry to move your prior year supplies from the asset account to the expense 

account. This is a decrease (credit) to the supply asset account for the total balance in that 

account, and a corresponding increase (debit) to the supplies expense account for the 

supplies you purchased at the end of the prior year. For tax purposes, you are deducting 

the last few supplies purchases of the current year in the following year. This should 

basically correspond to how you actually use your supplies. If your situation is not at all 

represented by this simple method, you should see an accountant to develop a more 

appropriate method.  

Computer Equipment ASSET 
As above, keep computers separate from other equipment. The tax treatment of 

computers is different. 

Office Equipment ASSET As above, keep office equipment separate from other equipment. 

Market Equipment ASSET 
You are not required to keep marketing equipment separate from farming equipment, but 

you may find it helpful to do so.  
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Account Name 
Account 

Type 
Explanation 

Marketing Supplies 

ASSET 

(As noted 

above with 

respect to 

Farming 

Supplies, this 

is really an 

inventory 

account, but 

it is probably 

simpler to 

manage it as 

an asset 

account.) 

This is your permanent inventory of bags, boxes, jars, labels, twist ties etc. You only need 

to adjust it at year’s end. Here is a simple way to record a reasonable amount of inventory 

and expense each year. Simple Method: Record all of your supplies expenses to supplies 

expense during the year. Then in November & December record your last supplies 

purchases of the year to this account rather than to supplies expense. In January, use a 

journal entry to move your prior year supplies from the asset account to the expense 

account. This is a decrease (credit) to the supply asset account for the total balance in that 

account, and a corresponding increase (debit) to the supplies expense account for the 

supplies you purchased at the end of the prior year. For tax purposes you are deducting 

the last few supplies purchases of the current year in the following year. This should 

basically correspond to how you actually use your supplies. If your situation is not at all 

represented by this simple method, please consult an accountant to develop a more 

appropriate method. 

Intangible Asset – Logo 

& label design 
ASSET 

Your logo is a special kind of asset; an intangible asset. It is amortized rather than 

depreciated – really the same thing with a different name, but recorded separately on the 

tax return.  

Accumulated 

Depreciation 
ASSET 

Year End Journal Entry: Debit Depreciation Expense, Credit Accumulated Depreciation 

for the total depreciation deduction taken on your federal tax return.  

Accounts Payable LIABILITY 

Created by entering individual payables through payables module. When you enter 

individual accounts payable you also indicate the expense or asset account that was 

increased by the purchase. Later, when you use the payables module to record payments 

cash is decreased by the amount of checks written and payables are also decreased 

because the amounts are no longer owed.  

Operating Loan LIABILITY  This is typically a loan that is due within 12 months 

Long Term Loan   LIABILITY 
 This type of loan is typically paid down through monthly or annual payments over 

several years 
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Account Name 
Account 

Type 
Explanation 

*Opening Bal Equity EQUITY 
QuickBooks uses this account to balance certain entries. Do not make an entry to this 

account unless advised by your bookkeeper or accountant.  

Capital Contribution - 

Partner 1 
EQUITY Partner #1’s contribution to the business (may be cash or equipment) 

Capital Contribution - 

Partner 2 
EQUITY  Partner #2’s contribution to the business (may be cash or equipment).  

Draw - Partner 1 EQUITY 

Cash Partner # 1 takes out of the business. Careful! This cash is not income, but a draw 

and as such, it is simply a change in Equity; it may not have any relationship to taxable 

income. Even if you do not take cash out of the business, you may owe income taxes on 

the profit made by the business.   

Draw - Partner 2 EQUITY 

Cash  Partner #2 takes out of the business. Careful! This may not have any relationship to 

taxable income. Even if you do not take cash out of the business you may owe income 

taxes on the profit made by the business.   

*Retained Earnings EQUITY 
QuickBooks uses this account to balance certain entries. Do not make an entry to this 

account unless advised by your bookkeeper or accountant.  

Wholesale Sales INCOME 

Set up each of your accounts as “customers” in Accounts Receivable. Also note that new 

FDA regulations require you to be able to establish your percentage of wholesale versus 

direct sales in order to determine how the regulations apply to your farm.  This is true 

even if you are currently exempt from FDA regulation, because you need to be able to 

show that you are exempt.  You can also analyze income vs. marketing expenses (travel 

time & mileage, packaging and labeling required for this type of market.) 

Farmers Market Sales INCOME 
You might consider setting up each market as a sub-account of this account, or as a class 

or job. See discussion below. 
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Account Name 
Account 

Type 
Explanation 

CSA Shares INCOME 
Set up each of your members as a “customer” in Accounts Receivable. You can use the 

billing module to bill them for renewals and to track contact information. 

On-Farm Sales INCOME 
 

Restaurant & Catering 

Sales 
INCOME 

You will also want to set up each of your accounts as “customers” in Accounts 

Receivable. 

School Tours INCOME 

Farm income that is not related to sales of farm products is ok until it becomes 

substantial, they you might start to think of it as a separate business and you will need to 

create a separate set of books and consult with a tax adviser. 

Administration EXPENSE 
Do not post anything to this account; make all of your administrative expenses sub 

accounts of this account. 

Administration: Bank 

Charges 
EXPENSE 

 

Administration: Books 

and Subscriptions 
EXPENSE 

Invest in your education! You may deduct expenses associated with maintaining and 

improving your knowledge needed to farm. This includes things like basic accounting or 

cooking classes but would not include things that qualify you for a whole new profession 

as an accountant or a chef.  

Administration: 

Conferences  and  

Education 

EXPENSE 
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Account Name 
Account 

Type 
Explanation 

Administration:Donations EXPENSE 

NO! Almost anything you are solicited to pay out of the farm is a promotional expense 

(getting your name and logo in front of potential customers is a type of advertising called 

“Promotion.” So “sponsoring” a “fun-run” and getting your name on a t-shirt is a 

marketing expense even though the event benefits a charity. The expense is fully 

deductible as a farm expense. If a charitable deduction is totally unrelated to farming (i.e. 

for girls literacy in Afghanistan) then it is a PERSONAL Expense. It should not be paid 

out of the farm account, it does not promote the farm. The donation should be made by 

the individual farmer and it will be deductible on the INDIVIDUAL tax return (and it is 

probably not as “deductible” as you think.) 

Administration: 

Insurance 
EXPENSE 

 

Administration: Interest EXPENSE 
 

Administration: 

Membership  Fees 
EXPENSE 

 

Administration: Office  EXPENSE 
Office supplies and most any other random administrative expense like stamps or 

registering your domain name, a good catch-all account. 

Administration: 

Professional  Services 
EXPENSE Accountantand Attorney 

Administration: Payroll  EXPENSE Office staff salaries 

Administration: Payroll 

Taxes 
EXPENSE Payroll tax expense for office staff 

Administration: Payroll 

Service 
EXPENSE 

Even though the payroll service is for all payroll, put 100% of the expense of the service 

here because the service is administrative. 
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Account Name 
Account 

Type 
Explanation 

Administration: 

Depreciation 
EXPENSE 

Once a year entry, usually given to you by your accountant to record your tax deduction 

for depreciation.  

Farming Costs EXPENSE 
Do not post anything to this account; make all of your farming expenses a sub account of 

this account.  

Farming Costs: Land 

Rent 
EXPENSE 

 

Farming Costs: On-farm 

fuel 
EXPENSE 

Also, keep track of the gallons of fuel you use on and off-farm because you can get a tax 

credit for on-farm fuel used.  

Farming Costs: 1984 

Tractor 
EXPENSE 

NO! Do not use this account. If you want to track operating costs & maintenance for an 

individual piece of equipment use a job or a class. The more accounts you set up the 

longer and harder to read your reports become. See discussion below. 

Farming Costs: Custom 

Hire or Custom Farming 
EXPENSE 

Remember if someone “custom hires” you then set up an income account called “Custom 

Hire” or “Custom Farming”  

Farming Costs: 

Equipment Rental 
EXPENSE 

 

Farming Costs: Repairs 

and Maintenance 
EXPENSE 

 

Farming Costs: Seeds and 

Plants Purchased 
EXPENSE 

Careful! See section on perennials if you are planting trees and other crops with a pre-

productive period of more than a year.  

Farming Costs: Soil 

Amendments           
EXPENSE 

 

Farming Costs: Advice & 

Testing 
EXPENSE  PCA, Soil and water testing, etc.  
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Account Name 
Account 

Type 
Explanation 

Farming Costs: 

Replacement animals 
EXPENSE Replacing breeding stock.  

Farming Costs: Animal 

Feed 
EXPENSE 

 Feed purchased off-farm. If you want to keep track of feed grown and fed you will need 

to do that outside of QuickBooks.  

Farming Costs: 

Veterinary and other 

animal health  

 EXPENSE 
 

Farming Costs: Hand 

Tools 
EXPENSE 

An easy way to handle hand tools is to keep a certain amount in farming supplies 

inventory, and expense a certain amount each year. Even though the hand tools last more 

than a year, once you get going replacing them becomes a pretty constant expense. As 

you grow you might want to also slightly increase the amount of hand tools in farming 

supplies inventory each year to reflect your growth.  

Farming Costs: Irrigation                                            EXPENSE 
 

Farming Costs: Waste 

Disposal 
EXPENSE 

This could go under Administration or Marketing, depending on which part of the 

business you think generates the most waste. It doesn’t really matter where it goes. 

Farming Costs: Payroll                                    EXPENSE Gross farming wages before payroll deductions. 

Farming Costs: Payroll  

Taxes                              
EXPENSE Employer’s portion of payroll taxes paid on farming wages. 

Marketing Costs  EXPENSE 
Do not post anything to this account; make all of your marketing expenses a sub account 

of this account (see examples below). 
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Account Name 
Account 

Type 
Explanation 

Marketing Costs: 

Marketing Supplies        
EXPENSE Boxes, bags, twist ties, labels, etc. 

Marketing Costs: Meals 

and Entertainment 
EXPENSE 

You must keep a personal calendar showing the business purpose of your business meals 

and entertainment. You may only deduct 50% of the expenses recorded here. You may 

deduct here the expenses of groceries purchased to cook a meal at your home to host a 

potential customer. You may deduct the cost of a meal out or a ticket to a sports or 

entertainment event if you hosted a potential buyer. You must be able to establish the 

business purpose of the event.  

Marketing Costs: Off 

Farm Gas   
EXPENSE 

Remember, you get a tax credit for gallons of gas used on-farm. This is to pay back the 

taxes you pay for each gallon of gas used on public roads. Be sure to point this out to 

your tax preparer too! 

Marketing Costs: Organic 

Certification 
EXPENSE 

 

Marketing Costs: 

Promotion                                  
EXPENSE 

Sponsoring local events or joining farm advocacy groups when your farm is 

acknowledged by name. Expenses associated with on-farm events such as farm-visits or 

farm field days with food and entertainment included. You may also deduct the cost of 

gifts to customers and other people important to your business (such as your landlord, 

mentor-farmer, accountant or banker.) Go ahead; be generous in acknowledging the 

people who help you to succeed.   

Marketing Costs: Utilities EXPENSE 

If you have a cooler, then probably most of your utilities go to that. IF you pump a lot of 

water most of your utilities may go under farming otherwise, utilities may go best under 

Administration for office utilities. For most small operations it will not really matter 

where you put it. 

Marketing Costs: Basic 

processing 
EXPENSE 

Hulling, off-farm packaging, drying, making flower bouquets or wreaths. See section on 

perennials and inventory. 
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Account Name 
Account 

Type 
Explanation 

Marketing Costs: Cut and 

wrap  
EXPENSE 

 

Marketing Costs: 

Supplements 
EXPENSE Supplements purchased from other farms to round out CSA boxes etc. 

 

Less is more! This is not a comprehensive list, but you should not need to add a lot of additional accounts. Before you add new 

accounts, ask yourself: “Who cares?” “Does the government require this information?” “Does my organic certifier need to know 

this?” Perhaps most importantly, “Will having this information (separate, rather than lumped together) help me make better farm 

business management decisions and have a more successful business?”  

 

The more accounts you have the longer it takes to do basic bookkeeping and the less valuable your summary reports.  Use the memo 

field to enter detail about each transaction, but don’t get carried away with over-categorizing your expenses. If the information will not 

help you to make a decision, it probably does not need to be separated. 

 

In addition to the Chart of Accounts, you have two additional markers in QuickBooks:  Jobs and Classes.  

 

You can set up jobs and classes to keep track of other important aspects of your operation. Jobs are a good way to account for 

something temporary like a particular event or a particular flock of chickens. Classes are a good way to account for a whole sector of 

your business, like crops, and eggs. When you print financial statements in QuickBooks the accounts read down and the classes will 

read across, so you could see different farmers markets side by side, or supplies and labor expenses for crops and eggs side by side. 

You can also set up sub-classes so you could have all farmers markets as a class and each farmers market as a sub-class. This helps to 

keep your basic chart of accounts as simple as possible. If you add all your farmers markets as accounts then you will see all that detail 

every time you run an Income Statement.  

 

An Income Statement should be a useful summary report. If you want detail you can run a report showing jobs or classes. Think short 

– but – wide – keep your chart of accounts short (i.e. just farmers markets, restaurants, wholesale and CSA) and let your detail spread 
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out to the right using jobs or classes. That way you can compare different parts of your business and you will not need to give your tax 

preparer an overly long and complicated chart of accounts from which to prepare your tax return.  

 

Possible jobs: Fields or plantings or individual animals or a flock of chickens, or a particular farmer’s market or a particular restaurant. 

Possible classes: Crops or products. You could make a certain field a job and bell peppers a class and get special reports on how well 

you utilized a certain field or how well your bell peppers did relative to other crops. You could make each new lamb a job and record 

essential information and also make meat a class and then run special reports on the individual animals, and on the segment of your 

business overall. Jobs or classes are also a good way to separate out on-farm events. You want to know how much the events cost you 

but you do not want to set up new accounts to track all the expenses because the reports will be hard to read and it will crowd out the 

essential information your accountant or banker wants to see.  

 

Use the chart of accounts to tell a simple story about the whole farm and to share with your accountant and banker. Use jobs 

and classes to give yourself and your partners more nuanced information to make internal decisions.  

 


