Building a 2010
Budget

Presented by:
Gary Snider, AAC,CAC
Farm Credit East, ACA
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Got To Start Out with
Records for Management

 After all, we keep financial records for:
— Tax Return Preparation
— Banker

* Instead, let’s also use these for:
— Better understanding our business
— Making informed decisions

 Blend together production & financial info
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i
We Should Also Utilize Records to
Control Our Business

Setting goals

» Measure, collect, report results > S
 Evaluate or interpret |
» Take action
%
Set Goals
« Set a target W

» Be results oriented

» Be in all key areas of your business

Farm Credit of
ﬁ«p?wét"mmvgml




Measure, Collect & Report
Results

* Provides feedback

* Must Be:
— Practical
— Usable
— Timely

i
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Evaluate and Interpret

* Measure actual results to standard

* Do you like what you see? =




Take Corrective Action

Be a good problem solver
Use your data

After all, i1t’s results that count!

Farm Credit of
Western New Yor!

Doing This Yourself

o Takes Time
» Take Notes
 Enterprise your records

— AgCheck = Enterprise
— Quickbooks = Class e




Got to Understand Cost of
Production &
Break Even
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Cost of Production

A True Economic Measure:

It’s
All Expenses
+

Depreciation

Divided by ttl. Cwt. Sold




Break Even

Cash Flow Measure
Can | pay all my

All expenses
+

Principal Payments

Divided by ttl. Cwt. Sold
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Budgeting gives us an idea of what
the future will look like.
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Budgeting

“Farm By Pencil”

Mistakes are not as costly!

Try it, you might like it!
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Whole Farm Budgets

» \We’re tying to anticipate what next year might
look like

* Trying to get the big picture

 Looking at our net cost of production and break-
even

« Annual or Monthly?
— Annual - test the year or multiple years

— Monthly - when you want to really get your financial
arms around the business !
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Counts Everything

Income
EXxpenses
Living Draws
Payments
Borrowed Funds
Capital Purchases

Considerations

» Variable expenses
— Change proportionately
» Fixed expenses
— No change
* Inflation
— Definitely for multiple years
— Labor & real estate taxes are easy candidates
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Doing Whole Farm Budget

» Computer and pad for notes
- But ...
Pad & pencil & calculator still work!

» Microsoft Excel works great I—
— Records software are limited

e e

Getting Set to Create Budget for
2010
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Need to Know some History

changes. Always will adjust for pre-pays
and accounts payables between years.

Don’t get overwhelmed by data

o
Determine performance of last couple /\/

of years. %/'

Make accrual adjustments. Look at balance sheet

Write down what is going to be different in 2010.

i

i
Balance Sheet

« A/R aging

* Inventory quantity & Value

» A/P aging ( (_

« Total debts m/ )

« Working Capital /W éfﬁ\,
P —
()/
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Need to Determine Dairy
Efficiency Factors

Cows per worker

Pounds sold per worker
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i
Factors Which Determine Gross
Income

* Project Productive Units - the cow
numbers.

» Determine realistic production levels.

» Research milk price.

» Might consider determining your milk price basis.

» Watch Class Il futures, adjust projection
accordingly.
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BASIS DETERMINATION WORKSHEET
DIFFERENCE BETWEEN GROSS PRICE RECEIVED
AND CLASS llANNOUNCED PRICE

SAMPLE FARMS

2009
Gross

Producer Qifference

Production hont b Clzss NIl Pay Price Basis:
B-Dec P 1528 3 1866 Ed 138
09 Jan § 078 $ 1528 ¥ 4
09 Feh 931 5 1258 $ 325
09 Mar F 1044 F 1240 £l 1.068
09-Apr $ 1078 5 1276 Ed 198
09-hay ¥ 924 F 1278 F 294
0% Jun ¥ 987 1237 F 240
02 Jul § 947 F 1251 ¥ 284
08-Aug F oMz0 F 13068 £l 158
02-Sep o1z F 1385 ¥ 174
(-0t § 1282 $ 1528 ¥ 24
09-How F 408 $ 1809 ¥ 20
Aerane: F o138 ¥ 1320 §  zaz

ESTIMATED GROSS PRICE FOR 2010 ACCORDING TO DETERMINED BASIS:

Estimated Pat
Production Morth: Class Ul Basis: Gross Frice Reoeived
09-Dec $ 1498 3 242 4 1740 10-Jan
A0-Jan $ 1433 3 242 3 1875 10-Feb
10-Feb § 1383 3 242 § 1625 10-Mar
10 Mar $ 418 5 242 § 166D A0-Apr
A-tapr $ 438 3 242 4 188 10 May
10-May $ 1483 5 242 3 1725 10-Jun
10-Jun $ 1536 3 242 3 17T 10-Jul
0 Jul § 1871 F 242 4 18.13 10-Aug
10-fug $ 1582 3 242 $ 1824 10-Sep
10-Sep $ 1605 3 242 $ 1847 10-0et
0-Oct $ 1601 3 242 § 1343 10 How
10-Now $ 1582 3 242 $ 1824 10-Des
Prerage: $ 1511 5 242 $ 178

Revized: 1/12M0
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ASK LENDER ABOUT
SCHEDULED DEBT SERVICE

» Your break-even milk price necessary to
“cash flow” will be influenced by:

—Profitable earnings (net income)
—Family living expenses
—Non-farm income and expenses
—And, scheduled debt service (P+I)

Farm Credit of
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DAIRY ANALYSIS WORKSHEET

NAME: SAMPLE FARMS DATE: 12M4/2009
2007 Accrual 2008 Accrual 2009 Accrual 2010 Accrual Projection
PER PER PER Infation| Amournt PER
TOTAL COVY TOTAL cow | TOTAL COW Change| Override COW TOT AL

FARMRECEIPTS:

+Calf Sales § 515§ S1|3 15863 3 23|% 107 5 18 3 - |% 16 § 11850
+CovSales § 139,156 B 207 |§ G712 B 175§ 133746 5 200 3 - |3 201§ 148,047
+Crop Seles $ 650 3 103 4024 3 6|3 4589 % 3 - |% - -
+Gout. Payments § 19853 F 30|% 1819 % 273 68734 % 3 20,000 | § 7§ 20000
+Milk Sales §2893577 F 4,306 |§2852,706 % 4,420 [ $2,156,189 % i s 4074 §2,994,500
+Custom Work - 3 - - ¥ - ¥ 3 - ¥ - ¥ -
+&corual Iny Changes Boo- B - Boo- ¥ - ¥ ki - ¥ - ¥ -
+Dther § 63235 § - |3 eaa19 3 - |§ 52383 3 - |s 79§ s7asd
OTAL FARMRECEIPTS § 3,151,000 1 4509 |8 5,176,724 % 4756 |32426457 3 3 439G_33,232,462
OPERATING EXPEHSES:

+Breeding Fees § 18331 § 27|35 40142 3 e0|§% 38204 5 55§ 3 - |3 55§ 42289
+Chemicals & Spray § s6852 b 94 |9 56579 3 e85 |3 46163 5 7O fEE 3 - |3 700§ 51099
+Feed § 604561 § SO0 | SE0466 % 669§ e66441 5 1,004 [§ $700,000 | § 952 § 700,000
+Fertilizer & Lime § 100000 F 149 |§ 150,476 3 225§ 138489 § 209 [ $130,000 | § 177§ 130,000
+Maketing Expensss § 144332 B 215 |9 156,154 % 237§ 16@p02 5 254 fE 3 - |8 251 § 196530
+Fuel & Oil § 96420 F 143 |§ 157082 3 235§ s95r0 § s [E $100,000 | § 136 § 100,000
+nsurance § 33263 5 49(3 47pez § 70§ 29708 § 45 [§ 3 31,500 | § 43 § 31500
+Inte rest § 196305 § 292 |% 187715 % 281 [§ 243480 5 367 [E $240,000 | § 327§ 240000
+Labor + (ACHHI+FICA) § 552236 § 822 |% B340 3 930§ s9ss98 § ooz R $535,000 | § 725 § 535000
+hachine Hire § 20333 5 4|3 2 o5 47§ 17Ta3 3 . [EE 3 - |% % § 18965
+RentLeass § 120675 § 80 |% 7209 % 108 (% 76290 5 n15 [§ 3 60,000 | § 109 § 90,000
+Repaits & Mairtenance § 149208 § 22209 180280 3 283§ 174368 § 283 [E 3 - |% 263§ 1930M
+SeedsPlarts § 55499 F 83|97 6,586 % @8 |§ 4151 5 63 fE 3 - |3 63 § 45350
+Supplizs § 62836 F 94|% 93875 3 141 |§ sezee v 1am [ 3 - |5 148§ 108810
+Taxes § 16349 §  25|% 15411 3 23| arv2e o5 3 - |% ® § 19142
+Utilties § 47189 F  7O|% 489%5 3 73 |§ szEmr o5 79 3 - |5 ™ § 58177
+4/et & Medical § 131452 § 196 |5 116085 3 174 |$ 85367 § 129 3 - |5 129§ 95158
+B5T § 7EE19 F 117 |5 108048 3 162 [3% 55332 § 84 3 - |% B4 § 61502
+Bedding § s8038 3 863 S4512 5 E2|§ 26899 § 41 [ 35 - |5 41 § 29866
+DHIA § 11849 3 1a(3 10333 §  15|§ 833§ 13 [F 3 - |% 13§ 923
+Hoot Trimming § 30839 F 46 |% 3,324 3 47|3 23524 5 s 3 - |3 3§ 26150
+Other § 44324 §  E6|3 37845 3 sST[$ 35mE § 0 s3 3 - |5 s3 § 38760
+Heiter Boarding § 183210 § 273 |§ 151,243 3 226 |3 89444 § 135 3 80,000 | § 109§ 80,000
[ETOTAL OPERATING EXF § 2 522,095 | §_4.200 | 5 5,017,522_3% 4,516 | $2,832,323_3 4,266 T 3020 §2,581 561
TOTAL FARMRECEIPTS §3151,089 B 4509 |$3176.724 B 4736 | 52426457 § § 4395 §3,232462
- TOTAL OPERATING EXP §2822098 § 4200 |§3017,822 % 4,518 [ §2,832,323 8 § 3920 §2,881,561
[[=HET FARMHCOME |F_3ec501 |5 490 |3 155002 % 250 | § @05406) % (510G
HET FARM INCOME 3 328991 3 490 |F 156902 F 236 |9 (405866) § 3 477§ 350921
+MTEREST E XPENSE 3 196305 3 292 [§ 187715 § 281 |9 243480 § 3 327 5 240,000
[ETOTALF AVAILABLE FARM |3 S25296 |3 782 |§ 346E17 & 5109 (162,566) &
TOTAL § AVAILABLE FARM 3 525296 3 782 |3 3MEE17T F 5199 (162338 § (245 $ 304 § 590921
+NONFARM IN COME 3 - 3 - 3 - ox|s - § -
+SALE CAPITAL ASSET 3 - § - 3 - 0%|§ - § -
[ETOTALTURDS AVAILAGLE T 525296 |9 702 |3 346E17_3_ 5199 (162,000) 3 (245 ] G045 590,921
FAMLY LIVING EXPENSES 3 107423 § 145085 3 114,295 [ . 114,295
+INCOME TAXES § - 3 - 0%(§ - -
[ETOTALLIVING & TARES |3_1074258 |3 160 |5 145085 & 217 |3 114,295 §

DEBTREPAYMENT

+OPERATIHG INTEREST 3 42250 $ 12500 3 22,500 § -
+ACA CAPITAL 3 89,134 § 123817 3 150,134 § 200,000
+OTHER CAPITAL § 20942 3 - § -
+DEALER LOANS § 5,066 3 - § -
+FSA CAPITAL LOANS § - 3 - § 80,000
+ACAREAL ESTATE 3 199504 § 187297 3 207,499 § 207,000
+FSA REAL ESTATE § - 3 - § -
+OTHER REAL ESTATE § 7197 3 - k3 -
[ETOTALDEBT PAYMERTS 3 500958 |3 493 |3 57750 5 536]5 980033 5 £ B35 _§ 467000
TOTAL FAMLY LIVING 3 107428 3 160 |3 145085 3 247 |3 114295 § 3 156§ 114,295
+TOTAL DEBTPAYMENTS 3 330938 3 493 |3 357759 5 536 |9 380,133 § 3 635§ 467,000
|[EToTACTURDS REQUIRED | _doe16 5 502 |8 o02049 G 750 |9 494420 & T 7915 ool 290
TOTAL FUNDS AVAILABLE 3 525296 3 782 |F MEEIT F 5199 (162,338 § $ 304 § 590921
_TOTAL FUNDS RE QUIRED 3 433416 3 652 |3 sS02549 5 753 |3 494425 5 3 791§ 581,295
[FEXCESSADEFICTY |3__ 6080 3 129 |3 (56220 §_ (2303 a6, § ] T35 955
EVALUATION FACTORS:

AVERAGE HUMBE R COWS 872 865 864 0% 735 735
POUNDS MILK SOLD/COW 21,797 22,198 23252 0% 0 23,550
TOTALLBS MLK SOLD 14 647 890 14,828,224 15,439,334 kR T 17,309,250|
PRICE MLKCWT 3 1975 § 188 3 1387 | owls 1750 1730
FEED AS % MLK INCOME 21% A% % 23%
FEED COSTSIONT 3 413 $ 391 3 432 § 404
DEBTPYMTS AS % MILK INC 1% 12% 15%. 16%
BREAK EVEH MILK PRICE 3 1915 § 2097 3 1822 i § AT

The benchmark used represents Ave Dairy Profit &nalyser Farms for yesr-ending 11/30/08

fin Western Mewyork Farm Credit's Comprehensive Management Program

Western NewYork Farm Credit - Farm Business Consulting Group
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COST OF PRODUCING MILK ANALYSIS

NAME: SAMPLE FARMS
CASH OR ACCRUAL BASIS: ACCRUAL ACCRIUAL ACCRUAL
2007 2008 2009
PER CWT PER CWT PER CWT
HERD SIZE G672 ) G|
Expenses:
Feed (Purchased) 3 413 § im 3 432
Labor + (WC, HI, FICA) § 37 § 410 § 3
Interest ki 134 § 127 ki 156
Dairy (1) 3 393 ¥ 4.06 kil 276
Repairs (Bidg. & Equi pment) kil 102 ¥ 128 kil 113
Crop (2} §  2M § 285 5 M
Taxes, insurance, utilities 3 0BG § 0rs 3 084
Marketing freight & trucking  |§ 099 § 107 § 109
Other (3} k] 133 § 0g9s k] 083
Adjusted Operating Expenses |3 1927 § 35 3 1834
+ Depreciation () 3 054 ¥ 1.23 3 134
+ Fammily Living & Inc. Tax 3 073 k] 0.96 3 074
TOTAL COSTS ki 2054 ¥ 2256 3 2043
- Honmilk Income (5) ki 176 § 151 ki 175
Het cost of Production 3 19.08 ¥ 2108 3 1BEB
Grogs milk price 3 1875 ¥ 19.91 3 137
MarginCWT 5 068 5 a4 5 (47

(1)Includes DHIA, bedding, supplies, breeding, vet and med., hoof timming, cow replacem erts.
(2)Includes Chemicals, fertilizer, fuel, seed.

(A Includes Other, maching hire, rert.

(4) Deprecistion is standardized by taking 10% ofthe edimsted equipment and building fair market value.
(S)Monmilk income include s caftle sales, crop sale, other farm income, nonfam income, & capital sales.

[Depreciation:

Et Machinery Py F 523000 § 630000 F 675,000
E=t Building Pl F 700,000 § 1,200,000 $1,400,000
T otal Investment § 1,225,000 § 1,830,000 2,075,000
Eatimsted Depreciation@ 10%  § 122500 § 183000 § 207,500

Western NewYork Farm Credit - Farm Business Consulting Group

DATE:

1211412009

PROJ

PER OWT

735

4.04
309
139
262
112
1569
0E3
108
0s0
16ES
120
056
1851
137
1713
1730

017

9 €7 €9 R £A A €0 LA 49 9 €A £A 0 9 £ 9 R

§ 675000
$1,400,000
52,075,000
§ 207,500

Summary
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» Purpose

Making Profitable Decisions

— Analysis tools
— Know your business

— Do comparative analysis. Benchmarking

% Farm Credit of
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Build A Wealth of Knowledge

Get Serious About Your Records
Know Your True Profitability
Look at Business Trends

Know Your Cost of Production
Know Your Break Even Cost

e&mmul
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Don’t Be Afraid

“Just Do It”
Take a logical, common sense approach

We are here to help!
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Thank Youl!

) K
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