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What We’'ll Cover

* Profit

* Cash Flow Statement

* Enterprise Budgets
* Variable Costs

* Fixed Costs



You must know your Income to
know if you're making moneuy.




You must know your COStS to
know if you're making money.
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What is Profit (Loss)?

ncome | Sounc
Expenses -SXXXX
Profit (Loss) SXXX




What is Profit (Loss)?

Expenses -$15,000
Profit (Loss)




What is Profit (Loss)?

ncome 520,000
Expenses -515,000
Profit (Loss)




What is Profit (Loss)?

ncome 520,000
Expenses -515,000
Profit (Loss) $5,000




Cash Flow Statement

Sources of Money _

Checking account balance 1/1/xx SXXXXX
Money borrowed SXXXXX
Sales of products SXXXXX
Sales of capital Items (equipment, SXXXX
breeding livestock, land)

Grants received SXXXX
Nonfarm sources (wages, interest, SXXXXX
dividends, other business income)

Transfers in SXXXX
Nontaxable receipts SXXXX
Total Sources SXXXXXX



Cash Flow Statement
Usesotwoney |

Cash farm expenses (i.e., feed, seed, SXXXXX
fertilizer, labor, interest)

Capital purchases (equipment, SXXXXX
breeding livestock, buildings, land)

Principal repaid SXXXXX
Family living withdrawals SXXXXX
Income taxes SXXXX
Savings & investments SXXXXX
Transfers out SXXXX
Checking account balance 12/31/xx SXXXXX
Total Uses SXXXXXX



Enterprise Budgets

* Serve as a good starting point

* Should be adapted to your location and situation

* Use to develop a whole-farm budget




Fxample 1: lowa Carrot
-nterprise Budget

CARROTS

Ag Decision Maker -- lowa State University Extension
For more information on this budget, see the information file lowa Vegetable Production

Budgets.

|Er1ter your input values in shaded cells. |

Assumptions:

100" x 4' bed
Quantity Unit $/Unit Total
Receipts
Carrot sales Ibs 136.00
Total Receipts $136.00



Planting Year Costs
Supplies
Seed - cover crop
Seed
Burlap
Fertilization
Other
Labor Costs
Cover crop
Bed preparation
Fertilizer spreading
Planting, laying burlap
Irrigation set up
Weeding
Other
Interest on Preplant Costs
Total Pre-Harvest Costs

Harvest
Bags (1 Ib)
Labor
Harvest labor
Packaging
Other
Total Harvest Costs

Total Variable Costs
Per bed
Perlb

CARROTS

0.75

3

3

10

0

0.05

0.20

0.10

0.20

0.25

0.75

27.35

Quantity
170

3.90

0.30

0.00

lbs
packet
bags
lbs
lbs

hrs
hrs
hrs
hrs
hrs
hrs
Ibs
dollars

Unit
bags

hrs
hrs
hrs

0.60

1.50

1.80

0.15

0.00

10.00

10.00

10.00

10.00

10.00

10.00

0.00

0.035

$/Unit

10.00

10.00

0.00

$0.45
450
2.40
1.50
0.00

0.50
2.00
1.00
2.00
2.50
7.50
0.00
0.96
$28.31

Total
$5.10

$35.00
3.00
0.00
$43.10

$71.41
0.42



CARROTS

Ownership Costs (Annual)

Irrigation System $1.14
Machinery 714
Land 2.29
Total Ownership Costs $10.57

Total Costs (Annual)

Per bed $81.98
Per Ib 0.48
Annual Returns Over Variable Costs $64.59 '
Annual Returns Over Total Costs $54.02
Version 1.0
Author: Craig Chase
Date Printed:
12/6/2014
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Example 2: Annual Whole-Farm Budget

Units-Beds Estimated Annual Net Total Net

(100’x4’ bed) Return per Unit (from Return
enterprise budgets)

Carrots 30 S54 $1,620
Snow Peas 40 S58 $2,320
Cherry Tomatoes 46 5181 58,326
Total Net Returns (A) $12,266

Operating Overhead Costs

Farm Management Labor $7,000
Accounting Labor S500
Insurance $2,000
Phone $500
Property Taxes $1,000
Advertising $300
Total Operating Overhead Costs (B) $11,300 - 511,300

I Net Farm Income (A-B) S966 I



Also Consider Costs of Direct
Marketing

o Labor

o Storage

° Transportation

> Product liability insurance

> Farmers market fees

o Legal for trade scales (meets NIST and NTEP standards)
° Permits

o Business license & taxes

o Signage

o Credit card processing fees



Take Home Messages

* Know your income
* Know your costs of production

* Tracking costs by enterprise allows you to
compare relative returns of each enterprise

* Consider all costs—variable, fixed and overhead



* Taken from “Planning for Profit in Sustainable Farming” by Jeff
Schahczenski, available at www.attar.ncat.org. National Sustainable

Agriculture Information Service



http://www.attar.ncat.org/
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