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Hobby far
By JERRY WEBB

University of Delaware
NEWARK, Del. - If you farm for fun, not for profit,

you’re not a farmer in the eyes of UncleSam. The Internal
Revenue Service takes a dim view of hobby farmers who
try to qualify for the usual farm deductions, according to
W. T. McAllister, Extension farm mangement specialist
at the University of Delaware.

Despite extensive changes in the tax laws brought about
by the Tax Reform Act of 1976, the specialist points out
thathobbyfarming rules were revised very little. The real
test ofthe situation, he says, is whether a farm is operated
for profit or for the pleasure of reefcation of the owner. If

Milk per cow at
all-time high

WASHINGTON, D.C. -

Milk production in the
United States keeps on going
up, and the main reason is
that each individual cow
keeps on improving in her
output.

Production per cow has
been above ayear earlier for
21 straight months. Last
month, it averaged 1029
pounds per cow. That’s the
highest for any month, ever.
For the record, it topped the
former high, set in May 1976,
of 1,006 lbs.

Last month, for example,
11.3 billion pounds of milk
were produced in the United
States, according to figures
released by USDA. That was
up by 1.7 per cent over the
previous year. Moreover,
this marked the 21st straight
month that production has
been above that of a
corresponding month a year
earlier.

Also, for the record, May
output in Wisconsin was up
two per cent from a year
earlier. It was up
fractionally from a year ago
in California; up two per
cent in Minnesota, up four
per cent in Pennsylvania;
downone per cent from May
1976 in New York. The five
accounted for a fraction
under 50 per cent of the U.S.
total.

During that period, the
number of milk cows on
farms has decreased; not
sharply, but the trend has
continued down. Those on
farms during May, for
example, totaled 11,978 head,
down only six-tenths of one
per cent from a year earlier,
downonly 11,000 head from a
month earlier.
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g frowned upon by IR
♦he taxpayer has a profit motive in his farming activites,
IKb says he may deduct farming losses from non-farm
income. But he must prove his intention to be a profit-
producingfarmer. The best way to dothat is make a proft,
according to McAllister.

Past practice indicated that IRS has allowed a taxpayer
to deduct fanning expenses when a profit is actually
made. But if there has been a loss, both hobby farm
expenses and receipts ard ignored. Some expenses are
deductible even for a hobby farm, the specialist points
out. Those include casualty losses, interest andreal estate
taxes.

Quoting the IRS manual, McAllister says Section 183
provides a presumption that a taxpayer is engaged in an
activity for profit if gross income exceeds deductionsfor
that activity in two or more of the five consecutive years
which end with the taxable year. A two out of seven year
rule applies to breeding, training, racing and showing
horses.

If the taxpayer meets the two-year requirement,
McAllister says, it’s up to the IRS to demonstrate that
the taxpayer does nothave a profit motive for engaging a
farming activity

In making the election to have a period ofyears show a
profit motive, he says the taxpayer consents to an

extension of the three-year statute of limitations fyears in the five-year period until two years followin'due date ofthe lastyear inthe period. m
Even if the taxpayer does not elect or cannot mei“two out of five year” presumption, the specialist sacan stillprovide evidence ofa true profit motive.
The Internal Revenue Service considers a numbfactors in arriving at a decision.Some of these mclmthefarm expertise ofthe taxpayer or his advisors, «

time and effort devotedto the operation and tnamtenoffarm records, (3) whether the activity is
businesslike manner, (4) use of a professional
manager, (5) sizeof operation, (6) efforts by the tanto acquire knowledge related to the activity, tj
expectation that the farm assets will appreciate’m \

and (8) the taxpayer’s history of income or lossfarming.
A number of court cases have shown that a taxineeds to have a genuine, but not necessarily reasoiintention of profiting in a farming activity.
This point is important, particularly for taxpayers

little or no farming experience who begin certain
operations with the mistaken belief that there
reasonable profit opportunity, according to the
mangement expert.

ENDS DAILY HAULIN
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anchored tripod of 4" dia.

AGRI—EQUIP.
RD2 Farmersville Ephrata PA
717-354-4271

steel tube.

LANDIS BROTHERS INC.
1305 Manheim Pike Lancaster PA
717-393-3906

ROY 0. CHRISTMAN
RDI (Shartlesville) Hamburg PA 19526 717-442-8134

*P
215-562-7218 or 215-488-1904 -

ERB & HENRY EQUIP, INC. k
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22 26 Hen-, Avenue to Berlmv.lle PA s,s™Te« Lel”"0"- ™

215-367-2169 717-274-1436

I. G.’s AG. SALES
Rt 113 Box 200. Silverdale. PA
215-257-5135

DEPENOABIf MOTORS
Honey Brook, PA
215-273-3131

Jamesway stacker swings 55 degrees to store manure
for twice-a-year spreading. Stacker is supported by %"

steel guy rods, not by cables. Features concrete-

We also install barn cleaners, alley cleaners, and
manure-handling systems.

M. S. YEARSLEY t
114 E Market St

West Chester PA 19380
215-696-2990

HARRY L TROOP
Rt 1 Cochranville PA
215-593-6731

SWOPE & BASHORi
Frystown Rl. Myerstown
717-933-413*
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