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Chart of Accounts

Reconciling 

Profit + Loss 

Group Exercise 

Balance Sheet

Budget / Cash Flow

Concepts

Q/A 

M O D  1  A G E N D A





Recording my farm's 
sales activities
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ACCOUNTING SYSTEM
Why is financial record keeping important?

Recording expenses

Getting invoices paid!
Tracking cash flow
Knowing costs
Value of what you've
invested
Forecasting year-end profit
Knowing when you need a
loan or credit
Planning for next year
Can I afford this ___ ?
Did I deposit that payment?
Where'd that cash go?

Recording banking &
credit card activities



Weekly
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ANALYSIS TOOLS
What do we need to be standardizing into our business practices?

Monthly

Sales Receipts and Invoices
Recording Expenses
Labor Use vs Projections
Comparing Actuals vs Budget
Reconciling Accounts
Monthly Financial Review and
Dashboard of Key Metrics/Ratios
Annual Strategic Plan and Actions
Projections by Customer & Crop
Building a Budget 
Using Opportunity Assessment
Tools for Investment Priorities

Annually 
and as needed





What is it , and why does it matter?

CHART OF ACCOUNTS



Income and Expense
Accounts
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Chart of Accounts
(COA)

CHART OF ACCOUNTS

Asset, Liability, and
Equity Accounts

Provides a complete listing of every account in an accounting system.

Balance Sheet
Statement

Profit and Loss
Statement

Balance Sheet

Debt Schedule

Cash Flow

Profit and Loss

Annual Budget

Monthly Projections

*FOR THE OAHU COHORT WE WILL ONLY FOCUS ON THE INCOME & EXPENSE ACCOUNTS ON THE PROFIT &LOSS STATEMENT, NOT THE LIABILITY 
AND ASSET ACCOUNTS ON THE BALANCE SHEET.

Text



C H A R T  O F  
A C C O U N T S Income

Cost of Goods Sold (COGS)

Labor

General and Admin (G+A)

Operating Expenses

Fixed Expenses

One-Time Expenses

T h e   B a s i c   T h e o r y :
 

I t  b o i l s  d o w n  t o  
s e v e n  t y p e s  o f

n u m b e r s

P R O F I T + L O S S
A C C O U N T S



C H A R T  O F  
A C C O U N T S

Income

Cost of Goods Sold (COGS)

O v e r v i e w

Operating Expenses

Labor

General + Administrative

Fixed Expenses

One-Time Expenses

G r o s s  P r o f i t

N e t  P r o f i t

Structure of the 

Profit + Loss (P+L ) 

Statement



C H A R T  O F  
A C C O U N T S

General + Administrative

Parent Categories
vs

Subcategories

Operating Expenses

Office supplies & postage

Marketing expenses

Repairs and maintenance

Fuel

T ip :  C a n ' t  r e m e m b e r  w h a t  t y p e s  o f

t r a n s a c t i o n s  g o  w h e r e ?  

C r e a t e  a  l e g e n d  f o r  y o u r  c h a r t  o f

a c c o u n t s .  C o n s i s t e n c y  i s  k e y .



C H A R T  O F  
A C C O U N T S

Budget accuracy 

Consistency for month to

month comparisons to identify

trends

Decision making for how to

spend - what can change vs

what can't

Bonus!  Benchmarking with

peers

Why does proper
categorization matter

so much?
 

We need to see trends!



INCOME STREAMS

Keeping it Simple

Don't complicate the COA!

If the expense is a smaller amount

annually than you'd budget for,

don't create a separate account.

Instead, group them in a more

general account and add memos

for transactions.

Set up income accounts in the Chart

of Accounts (COA) based on

enterprises , not customers.

 Produce, chicken, resale instead

of market 1, market 2, market 3.

You don't an account
for every little thing.



COST OF GOODS
SOLD (COGS)

Cost of Goods

Sold (COGS) includes the

inputs that are DIRECTLY

part of the thing you are

selling.   

Cost of Goods Sold can be

crucial in assessing whether

to keep, drop, or expand an

enterprise!

Tracked properly, COGS

provide clarity and power

for decision making



G R O S S  P R O F I T
V S

G R O S S  M A R G I N

I ncome 

(minus)  COGS =  

Gross  Prof i t  

Gross  Prof i t

(d iv ided by)  Income =  

Gross  Marg in  

(e .g. ,  $ 130k  of  income,  less  $50k

of  COGS equals  $80k gross  prof i t ,

resu l t ing in  6 1 .5% gross  marg in .

You mainta ined over  60% of  your

tota l  sa les  to  cover  a l l  your  other

expenses . )



G R O S S  P R O F I T
V S

G R O S S  M A R G I N

GP is just Income minus COGS

GM tells you how your GP stacks up

as a % of your total sales

Gross  P rof i t  i s  the  same in  both  scenar ios ,  but

Gross  Marg in  i s  vas t l y  d i f fe rent !



G R O S S  M A R G I N
B Y  E N T E R P R I S E

To analyze gross margin by

enterprise (produce vs chicken),

you need an income account and

a corresponding COGS account

- i.e., 'Produce Income' and

'Produce COGS'. 

Then you can make decisions

about growth, pricing, or

streamlining using the story your

P+L tells.

Gross margin can

be calculated by

enterprise if the

COA is set up

properly. 



Why i t  matters  and how i t  helps you

RECONCILING



F R O M  F E E D
T O  F I N I S H

G r a b  a  C o f f e e  a n d
S e t t l e  I n  b y  t h e  1 0 t h

D a y  o f  E a c h  M o n t h

Gather current monthly
statements for all your accounts,
with or without feeds.

Categorize your transactions.
(Ideally this happens weekly.)

Use your statements to double
check the transactions in your
accounting system.

Do you have a 'zero' difference?



F R O M  F E E D
T O  F I N I S H

 There are several
th ings that could go
wrong and require
troubleshoot ing.

Don't  Despair !

User error  with an incorrect

Add, Match,  or  Transfer

Dupl icates in the feed that

both end up in the Register

Issues with al ready reconci led

transact ions that were

modif ied or  deleted

Dates on feed transact ions

don't  match dates on actual

statement



C L E A N
A C C O U N T I N G

=  E A S Y
B U D G E T I N G

Wouldn't you rather have
a guide to your

spending?

Planning

Mid-season decision making

and course correction

Accountability for all 

Simple building block of

historical P+L

We'll demo KTC's budget

building model, step by step
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ACTIVITY

Organize the 'Messed up

COA' 

Take a crack at building your

own COA

Chart of Accounts



P R O F I T  A N D  L O S S  R E P O R T

An accounting system is a tool. 
Make sure it's one YOU can use!



PROFIT + LOSS Income and expenses are

recorded and grouped by type

with ongoing bookkeeping in

order to generate this report

accurately. 

The Profit and Loss (P+L) does

not include assets and liabilities,

such as property and loans.

This financial statement

is a history of income

and expenses,

categorized line by line.



PROFIT +  LOSS
Comparisons showing

changes, which create

questions around income

and expensesWhat are we trying to
understand with this

report? Come to conclusions and

take action based on the

activ ity

Gain insight from looking at

key ratios



PROFIT
AND
LOSS

Income
COGS

GP/GM
Labor



PROFIT
AND
LOSS

Detai led
Expenses



P+L COMPARISON One Time, Other,  Net



P+L COMPARISONS:  COLLAPSED
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Let 's  pract ice bui ld ing the P+L Accounts

GROUP EXERCISE



What 's  the number one reason farms fa i l ?

WHY WE CARE



BREAKEVEN MODEL
Model a monthly budget based on your annual budget (P+L basis) 

Create a debt schedule using your Balance Sheet

Subtract monthly debt service payments from monthly bottom line

Add back in any liability interest that may be in the P+L budget

Calculate to arrive at a net operating cash per month

Create a rolling cash calculation by month to find the cash gaps

Use KTC's Sensitivity tool in the budget model to find breakeven 

1.

2.

3.

4.

5.

6.

7.

You can also do a breakeven analysis over time (i.e, 2-3 years
operating). The KTC Budget Model is a great place to start this process!

COAST TO COAST      267.606.0391
KITCHENTABLECONSULTANTS.COM

SNEA
K

SNEA
K

PEEKPEEK
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BUDGET + CASH FLOW

The cash flow projection for this farm is dire. They need to rework their budget
to cut expenses or increase sales in order to pay their annual debt service. The
"Sensitivity" feature of the budget model helps an owner discover breakeven.
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AGENDA

W h a t  a r e  f i n a n c i a l  r a t i o s

W h y  u s e  r a t i o s

C a l c u l a t i o n s

H o w  t o  c o m p a r e  a n d

i n t e r p r e t

4  F a r m s  C a s e  S t u d y



P e r f o r m a n c e  m e t r i c s  a r e  n u m b e r s
i n  c o n t e x t ,  r e s u l t s  r e l a t e d  t o  t h e
s t r a t e g i c  g o a l s  o f  t h e  b u s i n e s s .

-Pearl Zhu



R A T I O  A N A L Y S I S

F i n a n c i a l  R a t i o s  s h o w  t h e

r e l a t i o n s h i p  b e t w e e n  n u m b e r s

W e  h a v e  a  g o - t o  l i s t  o f  k e y

r a t i o s  f o r  f i n a n c i a l

m a n a g e m e n t .

T h e  m e t r i c s  t h a t  a l i g n  m o s t

c l o s e l y  w i t h  s t r a t e g i c  g o a l s

a n d  f i n a n c i a l  p e r f o r m a n c e  a r e

l a b e l e d  " K e y  P e r f o r m a n c e

I n d i c a t o r s "  o r  K P I ' s

W h a t  a n d  W h y



R A T I O  A N A L Y S I S
C o n s i s t e n c y  i s  k e y !

Y o u r  c a t e g o r i z a t i o n  o f  y o u r

t r a n s a c t i o n s  m u s t  b e

d i l i g e n t l y  a l i g n e d  m o n t h  t o

m o n t h  f o r  t r u e  c o m p a r i s o n .

P e e r  g r o u p s  c a n  u s e  r a t i o s  t o

c o m p a r e  o r  " b e n c h m a r k "

f i n a n c i a l s .   W h y ?   T o  i n s p i r e

s h a r i n g  o f  b e s t  p r a c t i c e s .

B e w a r e !



M E T R I C S  &  K P I ' S

I n d i c a t o r  o f  b u s i n e s s  a r e a s

t h a t  a r e  o u t  o f  c o n t r o l  o r  n o t

p e r f o r m i n g  t o  e x p e c t a t i o n s

M e t r i c s  w i l l  b e c o m e  t h e

c o n t e n t  f o r  c l i e n t ' s

p e r f o r m a n c e  d a s h b o a r d

W h y  r u n  a l l  m e t r i c s ?   
W h y  n o t  j u s t  K P I ' s ?



K T C ' S  S M A L L  F A R M  R A T I O S

W o r k s h e e t  o f  R a t i o s

Sa l e s  pe r  Emp loyee

Labor  a s  %  o f  Sa l e s

Gross  Marg i n

I nvento ry  Tu rns

Average  Pay  pe r  Emp loyee

$  o f  Sa l e s  pe r  $ 1  o f  Asse ts

Tota l  Sa l e s  /  Number  Emp loyees

Tota l  Labor  $  /  To ta l  Sa l e s

w i th  and  w i thout  owner  pay

Gross  P ro f i t  /  To ta l  Sa l e s

Gross  P ro f i t  /  Yea r  End  I nvento ry

Tota l  Labor  /  Number  Emp loyees

Tota l  Sa l e s  /  Asse ts  (Equ ipment )

What other metrics have you found valuable?



4 FARMS CASE STUDY:
GETTING FINANCIALLY NAKED

Roundtable Case Study 
with Real Numbers

from Real Farms



4 FARMS CASE STUDY:
GETTING FINANCIALLY NAKED

Part 1: Using reports & ratio analysis
Part 2: Diving deeper with benchmarking

 
4 groups - your farm's case
Group sharing
Benchmarking review
Discussion and integration



O U R  I N T E N T
T O D A Y

S h o w  t h e  v a l u e  o f  f i n a n c i a l  c o l l a b o r a t i o n

P r a c t i c e  s k i l l s  a n d  g a i n  c o m f o r t  w i t h

r a t i o  a n a l y s i s  a n d  b e n c h m a r k i n g  r e p o r t s



C A S E  S T U D Y

I n t e r n a l  g r o u p  q u e s t i o n s

G r o u p  i n f o r m a t i o n  s h a r i n g

F i n a n c i a l  r a n k i n g  i n f o r m a t i o n

M o d e r a t e d  Q  &  A

C o n c l u s i o n s

R o u n d t a b l e  C a s e  S t u d y ,  4  G r o u p s

K T C ' s  T a k e  H o m e  L e s s o n s

N e x t  S t e p s

Q u e s t i o n s



C A S E  S T U D Y

F i n a n c i a l s  o f  F o u r
R e a l  W o r l d  F a r m s



R O U N D T A B L E
C A S E  S T U D Y

W h y  a r e  f i n a n c i a l  r a t i o s

i m p o r t a n t ?

W h a t  c a n  w e  l e a r n  f r o m  t h i s

e x e r c i s e  a b o u t  o u r  o w n

b u s i n e s s ?

W h o  d o  w e  w a n t  t o  n e t w o r k

w i t h  a n d  l e a r n  f r o m ?

H o w  c a n  w e  h e l p  o t h e r s ?

F i n a n c i a l  R a n k i n g  

I n f o r m a t i o n



K E Y  R A T I O S ,  S O R T E D



R O U N D T A B L E
C A S E  S T U D Y

I f  y o u r  g r o u p  c o u l d  a s k  2

q u e s t i o n s  o f  a n y  o t h e r

b u s i n e s s  i n  t h e  s t u d y ,  w h a t

w o u l d  t h e y  b e ?  

M o d e r a t e d  Q  &  A

L e t ' s  a n s w e r  t h e m  a n d  l e a r n !



F I N A N C I A L S  -  A L L  4  F A R M S



F I N A N C I A L S  -  A L L  4  F A R M S



R O U N D T A B L E
C A S E  S T U D Y

H o w  t o  m e a s u r e  g r o s s

p r o f i t a b i l i t y  a c r o s s  d i f f e r e n t

e n t e r p r i s e s  a n d  b e s t  p r a c t i c e s

L e t ' s  d i s c u s s  e m p l o y e e

p r o d u c t i v i t y

W h a t  a b o u t  a s s e t s ,  d e b t  a n d  t h e

b a l a n c e  s h e e t ?

N e w  s a l e s  o p p o r t u n i t i e s

C o n c l u s i o n s

W h a t ' s  n e x t ?

T h i s  i s  w h a t  w e  s e e .  W h a t  d o  

y o u  s e e ?  W h a t  w o u l d  y o u  w a n t  

i f  t h i s  w a s  y o u r  g r o u p ?



T A K E  H O M E  
L E S S O N S

S a l e s

C o s t  o f  G o o d s  S o l d  ( C O G S )

L a b o r

G e n e r a l  a n d  A d m i n  ( G & A )

O p e r a t i n g  E x p e n s e s

F i x e d  E x p e n s e s

O n e - T i m e  E x p e n s e s

C h a r t  o f  A c c o u n t s  

B a s i c  T h e o r y

S e v e n  N u m b e r s



K T C ' S  K E Y
R A T I O S

D o  y o u  n e e d  t o  r e - o r g  y o u r

c h a r t  o f  a c c o u n t s ?

W h a t  a r e  h e a l t h y  r a n g e s ?

I s  t h e r e  a n y  i n d i c a t i o n  o f

b u s i n e s s  a r e a s  t h a t  a r e  o u t  o f

c o n t r o l  o r  n o t  p e r f o r m i n g  t o

e x p e c t a t i o n s ?

W i l l  y o u  s e t  u p  a  d a s h b o a r d ?

W i l l  y o u  u s e  y o u r  Q u i c k b o o k s

d i f f e r e n t l y ?

N e x t  S t e p s !



A v e r a g e  o r d e r  v a l u e  ( b y  c u s t o m e r
t y p e )
S a l e s  b y  p r o d u c t  l i n e
W e b s i t e  v i s i t o r s
E - c o m m e r c e  c o n v e r s i o n  r a t e
W h o l e s a l e  c u s t o m e r  c l o s e  r a t e
A v e r a g e  o r d e r  f r e q u e n c y
E - m a i l  o p e n  r a t e
E - m a i l  c l i c k  t h r o u g h  r a t e
E - m a i l  l i s t  s i z e  o r  g r o w t h  r a t e
C u s t o m e r  s a t i s f a c t i o n  r a t e
C u s t o m e r  l i f e t i m e  v a l u e
M a r k e t i n g  c a m p a i g n  R O I
a n d  s o  m a n y  m o r e . . . !

P r o d u c t i o n  p e r  h o u r  ( p o u n d s ,  j a r s ,
e t c )
C o s t  b y  c r o p  ( l a b o r  t r a c k i n g )
%  Y i e l d  ( m e a t ,  V A P ,  e t c )
a n d  s o  m a n y  m o r e ! ! !

M a r k e t i n g  K P I ' s

O p e r a t i o n s  K P I ' s

O T H E R
K P I ' S

What other metrics have you found valuable?



P e r i o d  v s .  p e r i o d ,  s u c h  a s

y e a r  o v e r  y e a r

A c t u a l s  v s .  b u d g e t

A c r o s s  e n t e r p r i s e s

B e n c h m a r k i n g  

G o o d  o r  b a d ?  W h y ?

S t r a t e g y  f o r  i m p r o v e m e n t

R e d  y e l l o w  g r e e n

M o n i t o r  c h a n g e

C a l c u l a t e ,  t h e n  c o m p a r e :

O v e r  o r  u n d e r ?

M o n t h l y  m o n i t o r i n g

Q u a r t e r l y  t r e n d s  s p u r  a c t i o n

C O M P A R I N G  
K E Y  M E T R I C S

How to use the
numbers



COAST TO COAST      267.606.0391
KITCHENTABLECONSULTANTS.COM

HOMEWORK

Organize the 'Messed up

COA' 

Take a crack at building your

own COA

Use my office hour!

Chart of Accounts



T H A N K  Y O U

Q U E S T I O N S ?
 

R E B E C C A  B .  F R I M M E R
R E B E C C A @ K I T C H E N T A B L E C O N S U L T A N T S . C O M

7 0 3 . 5 9 3 . 5 4 2 0
 



Q U I C K  P E E K  A T  T H I S  B E A S T
O F  A  C A S H  F L O W  M O D E LWORKSHOP 2: BUDGET BUILDING PROCESS



B U D G E T
B U I L D I N G .

W H Y  B O T H E R ?

Sales goals

Planning for prof i t  

Actuals vs budget to
determine success 

Rout ine of administrat ing
your business-not just
sel l ing and paying bi l ls  

Histor ical  records for
future planning

 



COAST TO COAST      267.606.0391
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Increase Cash Sales

Increase Gross Margins

Decrease Cash Expenses

Increase AP Balance

Decrease AR Balance

Sell Assets

Increase Liabilities

Equity Investments

1.

2.

3.

4.

5.

6.

7.

8.

8 WAYS TO INCREASE CASH
CASH FLOW



COAST TO COAST      267.606.0391
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DETAIL YOUR INFLOWS

Record the potential

CASH inflows for the

week - you'll have to

make some educated

guesses based on trends

at market, your other

sales channels, and

which customers will be

paying for invoices.



COAST TO COAST      267.606.0391
KITCHENTABLECONSULTANTS.COM

CASH
OUTFLOW

There are several forms of cash

outflow to consider. We've grouped

them in this sheet to help with the

projections and to generalize them,

streamlining the process of entering

your data. You can group

monthly/weekly expenses that don't

fluctuate and that you pay in the

same week of the month.



WHAT BILLS TO PAY?
Use the above Inflow/Outflow to play with your decisions about which of your bills

due you are able to pay, and who you might need to call and ask for an extension.


