








What is your capacity to gather information?



define success

acres gross sales
tractors yield/acre
COWS net profit



define success

enough net profit to meet your goals
for your family and your business



know your business

 Plan to succeed, plan to be happy
 Tell your story in a business plan
« A budgetis aplan in numbers
 Plan for contingencies



manage your business

Three basic business skills:
1. Financial
2. Production
3. Marketing

If you are lucky you have two of these skills.
Partner with or hire the skill you don’t have.



Plan to Succeed The One Page Business Plan e:;!% FARM CREDIT

Mission: The mission for your business guides everything that you do. Keep it simple by finding the lowest common denominator.

Objectives:
Objectives are general directions for your business. They outline what you want the business to look like in the future. Stay focused on your Mission Statement.

Objective 1: Objective 2: Objective 3: Objective 4:

SMART Goals: Remember, a gcal without a deadline is just a dream! S — Specific M — Measurable A — Attairable R — Rewarding T — Timed
SMART Goal a): SMART Goal a): SMART Goal a): SMART Goal a):

Action Plan: Action Plan: Action Plan: Action Plan:
i i. i i
ii. ii.
iii.

SMART Goal b): SMART Goal b): SMART Goal b): SMART Goal b):

Action Plan:

Action Plan:

Action Plan:

i.
ii.

Action Plan:
i
ii.

Action Plans: Every goal must have action plans that explain how that goal will be accomplished. Explain who will do what, where, when, how, and how often.




Plan to Succeed FARM CREDIT

The One Page Business Plan
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Mission: The mission for your business guides everything that you do. Keep it simple by finding the lowest common denominator.

Objectives:
Objectives are general directions for your business. They outline what you want the business to look like in the future. Stay focused on your Mission Statement.

Objective 1: Objective 2:

PEOPLE E FINANCIAL

Objective 3:

PRODUCTION

Objective 4:

MARKETING

SMART Goals: Remember, a gcal without a deadline is just a dream! S — Specific M — Measurable A — Attairable R — Rewarding T — Timed
SMART Goal a): SMART Goal a): SMART Goal a): SMART Goal a):

Action Plan:
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Action Plan:

Action Plan:
i
ii.

SMART Goal b):

SMART Goal b):

SMART Goal b):

SMART Goal b):

Action Plan:

Action Plan:

Action Plan:

Action Plan:
i
ii.

Action Plans: Every goal must have action plans that explain how that goal will be accomplished. Explain who will do what, where, when, how, and how often.




Plan to Succeed

The One Page Business Plan %«:}% FARM CREDIT

Mission: The mission for your business guides everything that you do. Keep it simple by finding the lowest common denominator.

The mission of Brice's Pastured Pork is to grow good pork, make good money and be good people.

Objectives:
Objectives are general directions for your business. They outline what you want the business to look like in the future, Stay focused on your Mission Statement.

Objective 1:
Achieve an appropriate balance of
work and home life

Objective 2:
| Make encugh money to pay myself,
the bank and reinvest in the farm

Objective 3:

Increase efficiency

a Objective 4:
Increase communication with retai
customers

SMART Goals: Remember, a goal without a deadline is just a dream! 5 — Specific M — Measurable A — Attairable R — Rewarding T — Timed

SMART Goal a):
Take Sundays off

SMART Goal a):
Make a net profit (induding draw)
of $30,000 this operating cycle

SMART Goal a):
Increase average weight gain per
animal per month

SMART Goal a):
Start and maintain a blog to show
customers progress on farm

Action Plan:

i Train Charlie for Sunday
tasks, give him #'s to call
ii. Measure his performance

Action Plan:

i. Compare cash flow budget
to PEL and bank accounts
monthly, adjust as needed

Action Plan:
i. Measure pounds gained
per month

Action Plan:

i. Research platforms

ii. Block off 1 hour each
week to write post/ edit pics

SMART Goal b):

SMART Goal b):

SMART Goal b):
Test soil in pastures to find out nu-
trient and lime needs

SMART Goal b):

Invite customers to participate in
barbeque contest, %of procesds to
be donated to local 4-H sale

Action Plan:
i
ii.
iii.
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Action Plan:

i. Rotate pastures to assure
best use of feed and avoid
nutrient runofffwaste
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Action Plan:

i. Pick date and venue

ii. Send out e-mail bast with
invitation to 4-H sale day
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Develop a budget to ensure you are valued.

1) Use last year’s records as a starting point for your five-line income statement.
If you're starting a new operation, plenty of information is available!
For example:
- http://agalternatives.aers.psu.edu/
- http://cdp.wisc.edu/Budgets,%20Spead%20&%20Programs.htm
- http://www.ces.uga.edu/Agriculture/agecon/printedbudgets.htm
Make sure you take regional cost differences into account (land rent is a
good example of this.)

2) Calculate your five-line income statement.

COGS = any expense that helps produce one more unit of output.
Production labor and associated payroll expenses, including workman's
compensation, unemployment taxes, FICA, Medicare, health insurance

Crop or livestock inputs — seed, fertilizer, soils, chemicals, feed

Overhead = any expense that you incur no matter how much production
you actually have.
The main ones are the "DIRTI" Five:
Depreciation, Interest, Repairs, Taxes, Insurance
Don't forget to include Managers' and Bookkeepers' wages/salaries,
marketing, and utilities.

3) Calculate the percent of sales for each line.
(Divide the dollars for each line by the total sales.)

Historical Dollars % of Sales
Sales: $ 100%

- Cost of Goods Sold: $ %

= Gross Margin: $ %

- Overhead $ %

= Profit (Net Income) $ %

more instructions at www.foodshedguide.org

4)

5)

6)

7)

ege FARM CREDIT

Create your budget—from the bottom up. Start with your desired draw
(the amount you and your family need to take from the operation to
live on, plus income taxes). Add the principal portion of any loan
payments you need to make in 2011 to get the total profit needed from
the operation.

Add your overhead expenses to the required profit to figure the gross
margin the operation will need to yield. Your overhead expenses
shouldn't change much from the previous year, unless you've under-
gone a significant expansion or other major change.

Determine the breakeven sales needed in your operation to support the
overhead obligations and profit required. Do this by dividing the gross
margin (E) by the gross margin as a percent of sales (taken from your
records, calculated in step 3).

Step back and see if this budget makes sense. Is this sales volume
reasonable for this year, especially if it's your first year in business? Is
it possible for the acreage you raise and the market prices of your
products? If it is, great! Develop a marketing plan (action plan) to
achieve that level of sales. If not, that's okay. Rework until you have a
plan that is sound. If this is a building year, how will you achieve your
goal (and finance the operation in the meantime)? Address these
questions early in the year to ensure you have a complete plan.

BUDGET
Owner Draw Desired
(include income taxes): $ (A)
Bank principal payments required: $ (B)
TOTAL PROFIT REQUIRED: (A+B) § (©
Overhead expenses $ (D)
GROSS MARGIN REQUIRED: (C+D) § (E)
Divide by Gross Margin percentage  § (F
SALES VOLUME REQUIRED: $ (G)
(E/[F as % of sales—from historical])




Develop a budget to ensure you are valued.

1) Use last year's records as a starting point for your five-line income statement.
If you're staring a new operation, plenty of information is available!
For example:
- http://agalternatives.asrs.psu.adu/
- hitp://cdp.wisc. edu/Budgets, % 205pead ¥ 208 % 2 0Programs. htm
- hitp:/ fwww.ces.uga.edufAgriculture/agecon/ printed budgets. him
Make sure you take regional cost differences into account (land rent is a
good example of this.)

2} Calculste your five-line income statement.

COGES = any expense that helps produce one more unit of output,
Production labor and associated payroll expenses, including workman's
compensation, unemployment taxes, FICA, Medicare, health insurance

Crop or livestock inputs — seed, ferilizer, soils, chemicals, feed

Owverhead = any expense that you incur no matter how much production
you actually have,
The main ones are the "DIRTI" Five:
Drepreciation, Interest, Repairs, Taxes, Insurance
Don't forget to include Managers' and Bookkespers' wages/salaries,
marksting, and utilities.

3} Calculate the percent of sales for each line.
{Divide the dollars for each line by the total sales.)

Historical Dollars % of Sales
Sales rtotal income) $113,400 100%

- Cost of Goods Sold: £87,585 7%
{(wariable costs)

= (Gross Margin: 525,815 23%

- Overhead (fixed costs) $15,034 13%

= Profit {Met Margin) £10,780 10%

Brice's Pastured Pork

4)

&)

5)

7)

%FARM CREDIT

Create vour budget—from the bottom wp. Start with your desired draw
(the amount you and your family need to take from the operation to
live on, plus income taxes), Add the principal portion of any loan
payments you need to make in 2011 to get the tofal profit needad from
the operation.

Add your overhead expenses to the required profit to figure the gross
margin the operation will need to yisld. Your overhead expenses
shouwldn't change much from the previous year, unless you've under-
gone a significant expansion or other major change.

Detarmine the breakeven sales needed in your operation to support the
overhead cbligations and profit required. Do this by dividing the gross
margin {E) by the gross margin as a percent of sales (taken from your

records, calculated in step 3.

Step back and s=e if thiz budget makes sense, Is this sales volume
reasonable for this year, especially if it's your first year in business? Is
it possible for the acreage you raise and the market prices of your
products? If it is, great! Develop a marketing plan {adbdon plan) to
achieve that level of sales. If not, that's ckay. Rework until you have a
plan that is sound. If this is a building year, how will you achieve your
goal {and finance the operation in the meantime)? Address these
guestions early in the year to ensure you have a complete plan.

BUDGET

Onwamer Draw Desired
(include income taxes):

$30,000 W
$20,000 (B)
$50,000 (©)
$15,000 (D)
£65,000 (E)
1—.77=.23 (23%) (7
$282,608 (6)

Bank principal payments required:

TOTAL PROFIT REQUIRED: (A+B)

Overhead expenses

GROSS MARGIN REQUIRED: (C+D)

Divide by Gross Margin percentage

SALFS VOLUME RECQUIRED:
{E/F as % of sales—from historical])




Showing Annual Business Results

The 5-Line Income Statement

Historical Dollars % of Sales
Sales (total income) $113,400 100%

- Cost of Goods Sold: $87,585 77%
(variable costs)

= Gross Margin: $25,815 23%

- Overhead (fixed costs) $15,034 13%

= Profit (Net Margin) $10,780 10%




Showing Annual Business Results

Historical Dollars % of Sales
This 5-Line
Sales (total income) $113,400 100%
Income Statement ~
- Cost of Goods Sold: $87,585 77%
(variable costs)
Becom es th e basis = Gross Margin: $25,815 23%
. - 3 0]
Of th is CaS h FI oW Overhead fixed costs) $15,034 13%
Analysis = Profit (Net Margin) $10,780 10%
Spreadsheet




The Concept of Cash Flow Budgeting

JANUARY

FEBRUARY

MARCH

TOTAL INCOME (TI)

TOTAL INCOME (TI)

TOTAL INCOME (TI)

VARIABLE COSTS (VC)

VARIABLE COSTS (VC)

VARIABLE COSTS (VC)

GROSS MARGIN (TI-VC)

GROSS MARGIN (TI-VC

GROSS MARGIN (TI-VC)

FIXED COSTS (FC)

FIXED COSTS (FC)

FIXED COSTS (FC)

NET MARGIN (TI-VC-FC)

NET MARGIN (TI-VC-FC

NET MARGIN (TI-VC-FC)

BEGINNING CASH

BEGINNING CASH

BEGINNING CASH

MONTHLY CASH FLOW

MONTHLY CASH FLO

MONTHLY CASH FLOW

ENDING CASH

ENDING CASH

ENDING CASH







Pastured Pork Cash Flow Analysis

Summary of Annual Results from
Spreadsheet (the 5-Line Income Statement)




Pastured Pork Cash Flow Analysis

Monthly Results Spreadsheet
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Pastured Pork Monthly Cash Flow Analysis

Az
[Total
|Sales
GROSS RETURNS PER 40 HEAD of S0WS: 5 9,43000 |5 943000 |5 S45000 |5 943000|5 94%000|5 94%000|5 S45000 |5 54%000(5 93,45000 | & S43000| S5 - S4%000 |5 9,450000 | 5 11340000 |100%
Hesd Sold 30 30 30 1) 30 30 30 E 30 30 Bt 0 500
Price Per OWT 5 9000 | & 3000 | 5 5000 | 5 SO0 | 5 2000 | 5 2000 | 5 2000 | 5 2000 | 5 9000 | 5 SO.00 | 5 2000 | 5 50.00
Price: Fer Head |280 Ib & 75% yield] ] 1B3.00 | 5 183.00 | 5 185.00 | 3 159.00 | 5 izm00 | % 15300 |5 15300 | 5 15900 | 5 18500 | & 12500 ) 5 1Z300 | 5 1B5.00
WARIABLE COETS FER 40 SOWE:
Jan Fan Mar April Mamy June M Aug sept oct Koy Dec Annuel
Repiacement Breeding Stock Purchased 51,373.00 $1.375.00 5 2,750.00
Semen Cost £430.,00 5150.00 S150.00 S150.00 z 0000
Pasfure Rent +500.00 2 50408
Feed Cost (total ration] 2549781 53457 81 S3 49721 53457 81 55.457.81 55.457.81 5345781 53.,457.84 53,457 81 1545781 55,457.E1 53,457 E1 5 . 6597372
Begidinge Cost wo14.13 SFLAT S3433 531443 5514.15 5514.15 3344.13 531419 53441% =214.13 551419 S3iL4% 5 6,169.80
Fanrowing Hut Repair 54, 005000 S 1,000,080
Hired Labor =200.00 S300L00 520000 5200000 5200.00 5200.00 S200.00 520000 S200.00 =300.00 5200.00 520000 5 2,400.00
WVeterinary & Supolies 580,00 22000 250.00 55000 S80.00 =BD.DD SEL.0D SEQ.00 S20.00 25000 SE0.00 58000 -] 960,00
LRilities, Fuel, Ol =2 00.00 S300U00 S200.00 20000 S2D0.00 S200.00 S200.00 520000 520000 =200.00 S200.00 S200.00 5 2,400.00
Manure Heuling 53 0000 51,000.00 5 2,000.00
Fourk Checkoil =8B.33 TEE S 28 S2E3 5BE.55 +98.33 55833 358.33 55533 2SE.55 55233 S9E ¥ 5 1,1B2.60
Ciemth Loss 213744 si137.44 S137.44 513744 s137.44 2137.44 £137.44 5137.44 513724 513744 5137.44 Si37.4a % 154328
s -
5 -
A TOTAL VARIABLE COETS oo § 732795 |% E&7TO5|% 772795 |% ETITS5|% 68795 |5 672795 |5 810095 |§ EE77OS| 5 &7IFO5|5 BA0295|% 7E77SS (&  7IETSS | § EisEsan |77
(GRDS55 MARGIN {Totat Sales-\Viarisble Costs=Gross Margin] Trds i Dosed o0 nesuits from Drewious peor of operation, or i is echimated from o berchmarnk 3%
FIXED COSTS PER 40 SOWSE;
Tkid Loader Laass - 212 | 5 Z1201 | 5 2121 | 5 2120t | & 2201 | % 20| s 2o | 5§ 21201 | 5 201 | % 2204 | § 21201 | 5 21201 THLA2
Hooo Building Lenze > 333.33 | 5 $33.33 | 5 33333 | 3 $33.33 | 5 33.33 | % FZEII |5 35333 | § 3IZII| 3 33333 | ¥ 333.33 | § 35333 | 3 33333 | 3 4,280.20
Ereeding Stock Lease S5 73000 | 5 7300 | 5 TI00 | 5 7000 | 5 7000 ) & 73000 |5 73000 | 5 THOD| 5 730.00 | 5 TI00 | 5 THL00 S 8,230.00
g -
B. TOTALAXED COSTS or Overhaoo: 5 1LI0335 |5 110335 (%5 100335 |5 1103355 110335 (5§ 130835 |5 110835 |5 1835 (5 1102355 110335 |5 1W0835 |5 35335 | 5 1503432 |13%
NET MARGIN [Sales-Variable Costs-Fired Costs=MNet Retarn) Aiso coiea net profft or ret income in dollors, or ret proj margin whan desorbod 0s 0 parcentoge S10,TE02E  |10%
C. TOTAL COSTS PER 40 HEAD OF SOWS: [3+B] | 5 233130 § 7281305 8231305 7231305 7981305 7831305 920630 |§ 798130| %5 723130 |5 920630|35 598130 |5 20813035 10007560
GRO5S RETURNS PER 40 HEAD of SOWS: Jan E=h Bfar April My Jupe July Sug Sepi Ot Hoy Lec Total
Fat Hor Sales = 345000 |5 3543000 |5 545000 |5 S543000|%5 S4%000|5 S4%000 |3 =4%000 |5 545000 5 9.430.00 | 3 543000 | 3 24%000 (5 9,430.00
Cull Sore Sales 3 17000 5 1,230.00
D. GRS RETURNS [Sales): 4 oa%000(% o4s0o0|5 sesoo0|s sssopo|2 semooo|s sswoo|2 toroooo |2 sawoo|d sasooo|s iovoooo|d  sesooo |4 sasooo| 4 11%.50000
E. MONTHLY CASH FLOW [B-C] 5 111270(% secevo|5  e1e70|$ isiavo|d  s4ssvo | seaevo |5 149370 |5 sasmvo|3  iee70|§ 149305 cs70 [$§  13emw0 |5 1ssresp
G. Beginning Cazh [Checking Acoownt) 523,000.00 526,113.70 738740 SIB 30510 525,824.50 531,293.50 5325421 734,400 .20 £33.574.50 =37,453.320 538,987.00 23923570
H. Ending Cash (Cnecking Accoun %26,118.70 S17.557 A0 228 206.10 52923480 531,283.30 £32,912.20 234, 40330 23327450 53749230 £32,987.00 535,433.70 40514 40

Brice's Pastured Pork 8 sows



how quickly can you make money?

e Goal of producing cash in 6 months
« Budget to accomplish goal

e Pay your bills

 Family living expenses



plan your business

« Record keeping is required for taxes
 Ultimate goal is to manage from records
 Need up-to-date and accurate records

 Create budget with expectations and
measurable results



starting in the beef business

Like any small business:
iIncome
expenses
cash flow



things to do before starting

e Save money

* Protect credit rating
e Gain experience
 Network

* Plan
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Grass Fed Beef
5-Line Income Statement

Historical Dollars % of Sales
Sales (total income) $367,200 100%

- Cost of Goods Sold: $312,600 85%
(variable costs)

= Gross Margin: $54,600 15%

- Overhead (fixed costs) $7,800 2%

= Profit (Net Margin) $46,800 13%




SINCE 1752

MASON, NEW




Direct-to-Retail Vegetables
5-Line Income Statement

Historical Dollars % of Sales
Sales (total income) $134,400 100%

- Cost of Goods Sold: $80,096 60%
(variable costs)

= Gross Margin: $54,304 40%

- Overhead (fixed costs) $10,472 8%

= Profit (Net Margin) $43,832 33%




