CULTIVATING 9 SUCCESS"

sustainable small farms education

Agricultural Entrepreneurship and

Business Planning

Week7: Cash Flow



Agenda for Tonight’s Class...

Updates Producer Guest
P Profile Speaker
Reading
Snack Budoets and
Break 5 Assignmen

tsS






Reading Review: Organic Farmers Business Handbook
Chapter 2 and 3

* Why is financial record keeping difficulte Why is it important?

*What does “Farm for profit, not for production” mean?
Many farms have multiple revenue streams and the P=I-E should be calculated for each to identify which items are

highest grossing, break even or cost the farmer money to produce

*Why is it hard to frack sales at farmers markets and farm standse What are some techniques

to help tfrack befttere
*Have a beginning and ending inventory and final sales numbers.

* Why might it be important to tfrack labor input for cropse What are some techniques for

tracking labor?
Crop Specific daily labor journal recording task and labor time. Helps in planning and ID of efficient staff



Why keep financial
statements?

e Required for loan
applications (3 years of
records)

e Crucial for tracking
business profitability

e Necessary for reporting
taxes (Schedule F)

Profit or Loss From Farming

» Attach to Form 1040, Form 1040NR, Form 1044, Form 1065, or Form 1065-8.

» Information about Schedule F and its separate instructions is at www.irs. gov/form 1040,

E Dndyou‘malefdh participate” in the operation of this business during 20127 If *No,” ne:rwmmb"ivmmpmv:lmes Clyes CNo

: 3 & 3 DVH D‘lo

. . [Clves CiNo

rual memod - eﬂmsllandlil and Part |, line 9]
1o |

9

Part Il

10
11
12
13
14

15

16

you make ary payments in 2012 that would require you to file Formis) 1038 (see instructions)
G If “Yos.” did you or will you file required Forms 10867

Farm Income—Cash Method. Complete Parts [ and Il
Sales of fvestock end other resale items (sce instructions) . . .
Cost or other basis of livestock or other items reported on fine 1a .
Subtract line 1b from line 1a . :

Sales of fvestock, produce, grains, nnd cthecpmduct: you ml@d
Cooperative distributicns (Foamis) 1083-PATR) . | 3a
Agricultural program payments [see nstructions)

Commodity Credit Corporation (CCC) loans  reported under elaction .
CCC loara fordeited . . . 3 . LS

Crop insurance proceeds and h:dral crop d.astu payment
Amount received in 2012 . Ga

If dection .ndefuxoz(ll.s»su‘mdmi cbe.k here

Custorn hire (machine work) income

Gross income. Addmwnsmlhngﬂodum[lnc' 1o, 2 3b db
accrual method. enter the amount from Pant i, line 50 (see instructi
Farm Expenses
Car od tnxck expenses jsee
retnictiors). Nso attach Form 4562
Chemicds . . . . . .
Corservation expenses (see instctions)
Custoen hire (machine work) .
Depreciation and saction 179
expense (see instructions)
Employee benefit programs
other thanonline23 . . .
Food . ....
Fsﬂuer:andlrne

Freight end trucking .
Gascline, fuel, and oil .
Insurance {other than health)
Interast:

Mortgage (paid to banks, etc.)
Other e
..lbur‘:md[r:x mpl

Total expenses. Add lines 10 through 227 If ine 32f is negative, see instructi

Net farm profit or floss). Subtract bne 33 from fne 9

) .

3b Taxable amcunt
4b Taxable amount
6c Taxable amount
6b Taxable amount
6d Amount deferrad from 2011

e, 6b, 84,7, md%’) I'youu:elhe !

Cash and Accrual Method. Do not mciude a'smal or fm g eXxpenses n'see instructions).

Pension and profit-zharing plans
Rent or lease (see instructionsic
Vehicles, machinery, aquipment
Cther (land, animals, otc.)
Aepairs and maintenance
Seads and plants .

Storage and warshousing
Supples

Taxes .

Utilities .

Veterinary, Mng nnd medtcne
Other expenses {spacify):

If a profit, stop hare and see instructions for where o report. Hnlma wnplﬂelnec&:mo.]&

Did you receive an applicable subsidy in 20127 {see instructions) -

Check the box that describes your nvestment mhancmﬂ)'mdmnmcaom bruhere mrepoﬂymnom
b [ Sorme investment is not at risk.

1 Al investrment is ot risk.

For Paperwork Reduction Act Notice, see your tax retumn instructions.
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Schedule F Form 1040) 2012




Profit and Loss Statement (Annual Income and Expense)

Start Date: January 1

End Date: December 31

INCOME

Wholesale

CSA

Farmers' Markets/Farm Stands

Restaurants

Other

Tofal Income

OPERATING EXPENSES

Variable Costs

Car and Truck Expenses (mileage)

Confract Work

Feed

Fertilizer and Spray

Fuel

Seeds and Plants

Supplies and Packaging

Hired Labor

Fixed Costs

Insurance

Rent

Repairs and Maintenance

Storage

Telephone/Internet

Software (Accounting, POS, etc.)

Marketing

Other

Total Operating Expenses

Net Profit/Loss

INCOME AND
EXPENSE
STATEMENTS




Financial Record Keeping

* Paper

» Excel Spreadsheets
« Quickbooks

* Veggie Compass

« AgSquared


https://quickbooks.intuit.com/
http://www.veggiecompass.com/
https://www.agsquared.com/

Upcoming Events

« CSA Day 2019 February 22ndl

« Cultivating Success Field Trip #2: Market Tour
* March 9" 10am-2pm
« Show Goose Produce
« Puget Sound Food Hub
« Anacortes Farmers Market



Suggested Reading and Assignments

Market Farming Success Chapter 7

Business Plan Sections: Cash Flow or Budget



