FARM VIABILITY
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TRAIN THE TRAINER
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Farmer need
budgets. Having
a method and
knowing where to
begin makes all
the difference.
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BUDGET
BUILDING.
WHY BOTHER?




BUDGET
BUILDING
SMALL FARM

Sample Budget

Assumptions




BUDGET
BUILDING
BASIS INFO

Your Accounts

Build the list!
We want to think
of our income

and expenses in

terms of the type,

not the customer
or vendor.




INCOME + EXPENSE
ACCOUNTS

Review
The Basic Theory:

It boils down to

seven types of numbers




INCOME + EXPENSE
ACCOUNTS

Overview Ad Nauseam

| told you | would say this
a million times -

remember it and you will

probably enjoy budgeting

and reading your P+L.




PROJECTIONS
FOR COMING YEAR

Sales + Labor




Customer
CSA
Farmers Market 1
Farmers Market 2
Restaurant

Farmstand

Totals/month

January

February

May

$3,600

$3,600

S0

$4,000

$4,000

$16,000

S0

S0

$3,600

$800

$2,800

$23,200

S/hr

Kim  $12

Ivan $15]

Hau $10

Matt $0

Market labor $100‘

Monthly hours totals
Monthly dollars totals

Full time person equivalent per week

Feb |

|

120

$5$

so
sof
$1,200

Mar




What are the two most important things you
need to know as an entrepreneur?

"How to use Excel and plunge a toilet."
Ted LeBow | CEQO | Kitchen Table Consultants




BUDGET
BUILDING
PROCESS

Starting Steps

Before you dive in,
gather ANY
historical records

of your farm
finances.




BUDGET
BUILDING
PROCESS

Building the

Budget Structure




BUDGET
BUILDING
CRITIQUE

Critical Thinking

Steps




Critical Point for Trainers

e If they have QBO, start with a Profit and Loss export
e |fit's a partial year, annualize it, it appropriate
e Integrate the debt schedule and balance sheet knowledge

e Biggest opportunities for learning:

o Sensitivity analysis, and finding breakeven or profit goal.
o Relationship between variable costs and sales.
o "Budgeted" items are under the farmer's control. Evaluate

actuals vs. budget monthly and adjust.

COAST TO COAST + 267.606.0391
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S PLAY WITH THE PROJECTION
WORKBOOK AND BUDGET MODEL

LET’




———o BALANCE SHEET

ease net worth over time

Liabilities

« Principal vs. Interest

\,.,,___,

ponding liability is entered for assets with a lien/loan

Depreciate vs. appreciate

« Land vs. mortgage
« Equipment vs. operating loan

Liabilities + Equity = Assets. OR... Net worth is calculated by taking
Assets minus Liabilities. Net Worth could be a negative number.




LIABILITIES AND EQUITY 2016 2017 2018

Liabilities

Current Liabilities

Accounts Payable

Accounts Payable [A/P) 1,166 1,166 1,066
Total Accounts Payable 21,166 21,166 21,066

Credit Cards

Amax 3,713 5,256 2,547
Mastercard 10,235 2,106 558
WISA 7,015 5,043
Total Credit Cards 13,948 F14.376 $9.198
Total Current Liabilities $15.114 515,542 $10.264

Long-Term Liabilities

Farm Land Mortgage 575,000 542,058 B0S, 117
Notes Payable These are the long term liabilities
Ag Choice 1 3,070 20 0| that make up the debt schedule.
Ag Choice 2 28 6568 23,355 17,633
Family Loan &,0:00 &,000 6,000
Monthly payments on each of

e dell st 1800 | these are added to calculate your
Tractor Financing Loan 7,842 5,164 2685 | total monthly "debt service".
Total Motes Payable 554,180 330,734 27914
Total Long-Term Liabilities S629. 180 5581, 797 $537,035
Total Liabilities 644, 204 5597 334 547,200
Equity

%mﬁg.f4f
FAY Adjustments 25,000 50,000 75,000 ._;\ .”f
Retained Earnings 51,241 51,571 -17.788 ( K T C \
NHet Income 270 43,772 53,534 = KITCHEN TABLE ":M
Tatal Equity -536,571 $32,201 $111,135 ";,*-\C_O?“,i_ufﬁ,?fs.;\'i“
TOTAL LIABILITIES AND EQUITY S607T, 722 3620, 540 S658.434 Co TR B \\\



Eastbend Farm 2020 Debt Schedule

Balance as of Monthly
Long Term Liabilities 12/2019 payment
Farm Land Mortgage 5509,117 52,450
Ag Choice 1 50 50
Ag Choice 2 517,633 5590
Family Loan 56,000 50
Member Loan* 51,600 5300
Tractor Financing Loan 52,685 5400
Total Long Term Liabilities 5537,035 %3,740

The $3740 is your monthly "debt service", which should be subtracted from
the monthly bottom line on your budget to calculate net operating cash.
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BUDGET + CASH FLOW o———

Feed for livestock % of salas % & 3812 |5 204 5 195 &5 228 5 248 5 347 5 33 05 413 % 3IFD |5 356 5 391 5 254 | 5 133
Repairs & Maintenance % of sales % 5 5,268 & 36 5§ 293 § 341 % 372 & 50 % 559 5% H19 5% 555 5 535 5 587 5 3®1 5 19%
Credit Card Process Fees % of salas % 5 3512 5§ 204 5 195 5 2B 5 248 5 347 0§ 373 5 413 5 370§ 356 5 391 5 254 | 5 133
Sales Supplies for Market % of salas 1%| & 1756 | & w02 5 98 5 114 5 12 & 173 5 18 5 206 &% 18 S 198 5 196 5 127 & 66
Utilities % of sales a%| § T.025 5 408 5 391 5 455 5 496 % 4693 5 745 5 B2 5 YeD 5 713 5 TRZ 5 509 5 266
Rentals % of salas 6% 5 10,537 % 612 | & 58 5 633 5 745 % 1040 % LI1E 5 1,239 % 1,111 5 1069 § 1,173 5 753 5 398
Total Operating Expense . $39,337 5 2284 5 2189 5 2,549 5 2,780 5 3884 5 4174 5 4525 § 4186 § 3993 5 4379 5 2,848 5 1487
Uncategorized Expense
Total Expenses ' ' §121.233 58175 §7T.910 58914 59,556 $12,631 §13.440 S$14.695 $13,363 $12,935 $14.012 59747  §5.956
Het Operating Income . - $22,275 51847 5143 5149 §288  §1.265 51,495 §5117 58,804 56338  §1.658 5445 §$5112
Other Expenses .

Qwner Draw Budgeted 7000 § T.000 & 583 |5 583 § 583 & 583 5 583 % 583 5 583 0% 583 05 533 5 583 & 533§ 583
Childcare Budgeted 19000 § 10,200 5 833 |5 833 § 833 § B33 5 B33 5 H33 5 833 5 833 5 833 0§ 833 5§ 833 § 833
Health Insurance, Owner Budgeted 5000 § 000 | & 417 5 417 5 417 | & 417 % 417 5 417 5 417 & 417 5 417 5 417 | & 417 5 417

Total Owner Draw ' $22000 51,833 51,833 51833 51,833 §1.833 51,833 51,833 51,833 51833 51,833 51.833 %1833

Reconciliation Discrepancies

Total Other Expensas . - $22,000 51,833 51,833  $1.833 $1,833 51,833 §1,833 51,833  §1,833 51,833 51,833 51,833 51,833
Hat Other Incoma ' - 522000  -51.833 51,833 51,833 51,833 51,833 51,833 51,833 51,833 51,833  -51.833 -51.833 -§1.833
Het Income . . $10,375 $13 51977 51,685 51,545 -5568 -§338 $3.283 556971 54,505 <5175 -§1,38% 53,279

Add interest expense backin! 5 208 5 208 5 208 S5 208 S 208 S 208 S5 208 5 208 5 208 S 208 S 208 S 208
| Monthly Debt Service 53740 53740 S 3740 53740 5340 53540 53440 53440 53440 53440 5 3440 5 3440
Monthly Met Cash  $(3.518) S(5.508) $(5.216) S(5.077) Si4.100) S(3670) § 52 $23739 §1273 §(3407) $(4620) § 47 § (30005

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.




Critical Point for Trainers

e A farmer must know their debt schedule. When does it end?
How much every both?

e A good time to double check all loans have corresponding assets
entered.

e Biggest opportunities for learning:

o DIY amortization schedule. Using an app doesn't teach the
farmer.

o Preparing to budget by month - monthly vs. annual payments

COAST TO COAST + 267.606.0391
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CASH FLOW
8 WAYS TO INCREASE CASH

|.Increase Cash Sales
2.Increase Gross Margins
3.Decrease Cash Expenses
4.Increase AP Balance
>.Decrease AR Balance

6.5ell Assets

/.Increase Liabilities

8.Equity Investments




CASH INFLOWS

Week starting 7/26 B/2
| |
: Record the potential
Starting cash $4,300 $15
I CASH inflows for the
“Incoming Cash week - you'll have to
Customer 1 - Farm market $800
I Custormer 2 - C8A $500 make some educated
1 el e S e 3400 guesses based on trends
| Customer 4 - Feesers $1,500
| Customer 5 - Barn2Door $550 at market, your other
| Customer 6 | h | d
_ Customer 7 sales channels, an
_ Customer 8 which customers will be
| Online Sales
Customer 10 paying for invoices.
| Other Wholesale Sales
| Loan Income / Grant
| Investors
| Asset Sales
| Total Inflows $3,750 $0




Outflows

Fixed Costs (gotta pay or negotiate hardl)

Rent $600
Utilities $375
Interest + Debt Payment $260
Phone/Internet $200

There are several forms of cash

outflow to consider. We've grouped  variable costs (no terms)

Direct Labor $1,600

them in this sheet to help with the Management Labor $500
Monthly Credit Card Payments §750

. . . LOC Payments £550
projections and to generalize them, Seoni + Maintenance 1 450

streamlining the process of entering

your data. You can group

Accounts Payable Bills to Pay { Who am | paying (10 - 15)
monfhly/weekly expenses -|-hcr|- don'-l- Vendor 1 - Greenhouse supply co. $1,000
Vendor 2 - Hardware Store 5200 <emmmmmmeem W
Vendor 3 - Seed Co. 2550
Vendor 4

Vendor 5
same week of the month. Vordor &

Vendor ¥

Vendor 8

Vendor 9

Vendor 10

All Other Bills You CAN Pay

Total Outflows $8,035 $0

fluctuate and that you pay in the




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.

Accounts Payable Bills to Pay ( Who am | paying (10 - 15)
Vendor 1 - Greenhouse supply co. $1,000
Vendor 2 - Hardware Store $200 <——---——— What happens when you bump this to $3007
Vendor 3 - Ag Choice 5550
Vendor 4
Vendor 5
Vendor &
Vendor 7
Vendor B
Vendor 9
Vendor 10
All Other Bills You CAN Pay

Total Outflows $8,035 50 $0 $0 $1,435 $0

Ending Cash $15 $15 $15 $15  -$1420  -$1420

Accounts Payable Balance - Your Bills!

Starting Balance $25000  $24.050  $24,050  $24,050  $24,050  $24,050
Mew Bills Received this Week - Not recurring from above S800
AP Paid $1,750 S0 s0 s0 $0 $0

AP Ending Balance 524,050 324050  $24050 524050  $24030  $24,050




Critical Point for Trainers

e Rolling cash flow is "urgent care" for the bank account. When do
they need this tool?
o It they can see 3 months out and know they cannot make all
of their bill payments and purchases.

o It only works if they update it every week

e Biggest opportunity for learning:
o Accountability for all spending

o How long it takes to collect receivables

COAST TO COAST + 267.606.0391
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LET'S DEMO THIS BEAST
OF A CASH FLOW MODEL




THANK YOU
QUESTIONS?

REBECCA B. FRIMMER
REBECCA@KITCHENTABLECONSULTANTS.COM
0BE5 935542 0
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