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Key Thought

Help me is less expensive
then fix me!!

Sometimes a professional is really
worth the money. Know your own
limitations.



Key Questions

Needs: What are your current family living
expenses?

RPerformance: How have your operation performed
in past & how strong is current position?

RRisk: What type of risk is your business currently
exposed to?

REnvironment: What is your business environment &
how will it change?



Resources

Building a
Sustainable
BUSIness A Workbook Supporting

A Guide to Developing a Business Plan y & :‘, . Farm Transfer Decisions
for Farms and Rural Businesses B A S A B o 4

Wit A Virginia Edition
Developed by the Minnesota Institute for Sustainable Agriculture (MISA) / ) e ol £
Published by Sustainable Agriculture Research and Education (SARE)
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Created and edited by Robert Andrew Branan, Attorney



Needs

Family Budget

RKeep track of what you actually spend!!
3 Leaky Truck

RIs there off farm income? How much do you need
from the farm to meet your family needs?

Don’t forget to account for:
©3 Insurance
©3 Taxes
©3 Retirement
©3 Rainy Day



Use this worksheer 2 a guide: for estimating your anral family liwving expenses and necessary income contribution
from the farm Business.

Family Living Expenses (3/year)
Food and meak
Medicl care and heafth irsurance
Cashi donations
Hoesehold supples
Clothing

Personal care
Child ! dependent cre
Gifs
Edwcation
Recreation
Lieilities [household share)
Monfarm vehide operating expense
Hiozsshold real esiaie twes
Craredling rent
Hioezehold repairs
Monfarm interest
Life inserance payments
Other
Total cxsh farmily living expense
Family liwing from the farm

Total family living expenses ()

Oither Morfarm Expenditure
Income: tooes
Furnistings & applionoes
Monfarm vehide purchases
Monfarm real estate purchases
Other noafarm capital purdhases
Monfarm swings & imestments

Total other norfarm expersditres b}

Tot cash farmily living investment &
nonfam capital purdhases (<) = (a + b)

M income i)

Mhecessary contribution from farm business
(et farm income) i) - id)
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Performance

Performance Measures:

RProfitability
RLiquidity
RSolvency

RRepayment Ability
REfficiency



Performance

RProfitability-How much money is operation truly
making?
RLiquidity- A business is liquid if funds are

available or easily accessible to meet ongoing or
unforeseen cash requirements.

«RSolvency- A business is solvent if it has an
adequate net worth to make your operation
attractive to lenders. You must have adequate
assets relative to your assets debts.



Performance

RRepayment Ability- If a business generate
enough cash to repay debt on time then it has
repayment ability. If a business has short-
term debt with high repayment requirements
then business might experience repayment
problems.

R Efficiency- Efficiency reflects cost it costs to
produce and reflects cost controls.



Performance

RPerformance can be viewed in more ways then
people truly think about.

RIf you only use tax schedules to evaluate if you are
profitable, you are not getting the entire picture
and have a false sense of what is going on in your
operation.

RProgress of an operation can be viewed multiple
ways using different accounting tools such as
accrual accounting, cost net worth, and market
value net worth.



Cash vs. Accrual

RTax Schedule F does not accurately represent the
operation with only cash being presented.
Paying taxes on cash value is a huge benefit to
farmers.

R Accrual accounting includes inventory, accounts
payable, and accounts receivable and gives more
accurate representation of the operation.



Cash vs. Accrual

Schedule F

Gross Cash Income $123,720 $123,720
Cash Farm Operating Expenses -$108,564 -$108,564
Accrual adjustment
Change in crop inventory $16,298
Change in livestock inventory -$3,656
Change in accounts receivable $1,950
Change in accounts payable $2,450
Total Inventory change $17,042
Depreciation -$6,745

Net farm income $8,411 $25,453



Market Value vs. Cost
Net Worth

RLenders typically look at current market value of
an operation. Market net worth evaluates values
for all assets at the current market prices.

RCost net worth evaluates original purchase cost
minus depreciation.

By subtracting market net worth from cost net
worth, the true progress of the operation is
established with market valuation.



Market Value vs. Cost
Net Worth

Cost Market
Valuation Valuation

Total assets $267,438 $358,590
Total Liabilities -105,367 -105,367
Contributed Capital (a) 162,071

Net worth or owner’s equity 253,223

(b)
Market valuation equity $91,152
(c=(b-a))



Just My Opinion

R Separate out each enterprise and see what is actually
making you money!! Separate expenses to their
proper enterprise.

& One enterprise may be supplementing another
enterprise for no good reason.

& Set you up a system you can use!!!

& Don’t forget some spending items like:
3 Gas/Mileage
©3 Time
3 Fees for Professional Services or Permits



Woriohest [l IOl Wcome Statemest

Ukse this worksheet as a guide for constructing income satements for the past several years. Where possible, indude
itemnized rewenue and experse details Sugpested crop and livestock expense categosies are listed in worksheets 1.5 and
2. You may want to use 3 computerized package such as FINPACK to collect and process the information needed fior
your income sxiement

For the period beginning
ard ending

Gross farm intome
Total cash operating e xpenses -

Inwventory dhanges
Crops and fieed (ending - beginning)
Markcet lvestods (ending - beginnirg)
Accourts recebvable (ending - beginning)
Prepaid expenses and supplies (ending - beginning)
Accounts payable (beginning - ending)
Acoruesd imterest (beginning - endirg)
Total inventory dange LS

treEtt

Dresprsciation -

Het farm income from operations =

BLULOWHG A& 3 ETAIRAILE WISHESS
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Worloheot Rl BalwmcoSheet |

the information needed for your Balance Sheet

Baknoe Sheet Crate

Assets (in dolkars) Perket
Ve

Currert Farmm Asssts
Cash and checking babnce
Frepaid enpenses & supplies
Growing crops
#oroents recehable
Hedging acoounts
Crops and feed
Crops unsder government kan
Hariet lvestnd
Oither current assets

Total Currert ot {2

Irtermedite Farrm Aoty
Breeding lvestods
Hachinery and equipment
Otther intermediate assets

Toetal Irvtermeedierte Acwets  (B)

Long-term Farm Assets

Farm fand
Buildings and improvements
Orther long<€erm asets

Total Long-term A i)

Coit
Wakee

Total Farm Assets (d) = {a+b+c)

Honfarm Assets (L]

Total Asserts = (d+e)

Lishillities {in dollars)

Current Farmm Liabilities
Armued interest
Accoents payable & accrued eupense
Current farm kaans
Principal on CCC loans
Principal dee on term loans
Total Currént Farm Liabilites {g)

Imterrrediate Farm Labilites  (H)

Moot
Wi

Ciorestruct your current and historical kalince sheets. Where pomsible, include remized detils under cach asset and lia-
bility ctepory. Tou may want to use 3 comparterized packoge, such as FIMPACK (zee “Resources™), to coflect and process

Cost
Wakue

Losrig-terrm Farm Liabilithes () _

Total Farm Liabilities () = (g +h+i)

Monfarmn Lisbdites )
Total Liabilbtie M=+ k)

Retained Eamings  (m) = {f, - )
Met Worth {n) = ¥, = 1)
Market Vahation Equity (o) = {n-

f; = Market Vahee of Total Acsets
f; = Cost Walue of Total At
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Workchest [ND/N Earned NetWorth Changonalyss |

Ulse: this worksheet to caloulate your overall dhange in wealth eamed from farm and nonfarm income after adjusting fior
lving expenses and partner withdrawals.

For the period beginning and ending

Met Farm Inoome

Honfarm Income *
Farmily Living/Partner Withdrawak -
Income Times -
Earmed Met Worth Change =

BLULDING & SLETAINAILE BUSHESS M




Wirkoboo [ 1 | 4] rancal Raes Bsd n che Balan Sheet ad ncome Saroment——

Uise information from your balance sheet and income smtement to caloulate: the: following ratios that messure liquidicg
soheency, profitability, repayment. apacity and effidency

Currznt Fatio
This is a prieary measure of liquidity used by most businesses.

Current Assets (Bahinoe Sheet)
Current Liabiities (Bakinoe Sheet) +
Current Fatia =

A current ratio of 21, with two dollars of curment zsets for every dollar of coment Jdebt, is usually considered ade-
quate. If your cument ratio approaches 2], your ability to sustin your business during a Srandal downiem may be
limited.

Dhesbot by szt Planitios
This sobeency measure is sometimes referned to as your percent in debt.

Totl Lizbilites (Balance Sheet)
Totl Assets {Balaince Sheet) +
Drebt to Asxer Ratio =

¥hen clodated based on the market valiue of your assecs, 3 debe to asser mtho under 40% is usually considened
comiorable; over BI% i usually corsidered vulnerabde.

Rate of Feturn on At

This profrmbility measure can be imerpreted as the average interest rate Being eamed an the financial resources imvested
by you and lenders in your business. Adjust net farm income for the estimated opportunity cost of unpaid family bbor to
make your figures comparable to those for businesses that hire hbor and management

Net Farmi lncome {Income Satement)
Interest Expense (lncome Sttement) +
Opportunity Cost for Family

Lator and Mamagement (astmaced) -
Return on Assers =
Towl Farm Assets (Balance Sheet) +
Race of Retumn on Assets =

The amount you deduct for hbor and maragement depends on your goals for how mudh income you feel you need
from: the farm. Since farming fas not historiclly been a high retun business. 2 Rte of recurn greater than 5% (when
asmes are valued at market value) is usually corsidered adequate. Remember, though, f you are caming only 5% and
paying interest at | 0%, you may be headed for problems. You may be able to maintin this if your debt to asset rato
is lowe But if you have substantial debt. you will need to set your profimbilicy goaks a bit higher.

CONTIMUED

B2 BLILDENG & SLETAFAAILE BLISHESS



Worioheot [y T Fnancil Ratios Based onthe Balance Shet and Income Statement -

COWTINUED

Term Delt Coverage Ratio
This measure of repayment capacity indicates whether your business is generating enough income to malke principal and
interest payments on imermediate and long term debt

Grom Farmi Income (Income Satement)
Cach Operating Expences {Income Saement} -
Scheduled Interest Payments on Intermediote

and Long-term Diebt (Income Satement) +
Famify Living Expenses and Taves {from the

Earned Met Worth Change Worksheet} =
Funds Available for Debe Faymenits -
Intermediate and Long:term Debt Fayments *
Term Dot Cowerape Ratio -

A term debt coverage ratio of over | 50%, meaning that you are produdng § 150 of income that is axilable for debe
repayment for each §1.00 of scheduled debt repayment, & usially considered adequarte.

Oiprating Pt icx
This measure of cverall effidency indicates the percentage of busiress revenues that are avaibble for family bring

experses, debt repayment and mew investments.

Cash Operating Bpenses (Income Satement)
Imberest Expense (Income Statement) =
Grom Farmi Income (Income Statement) +

Operatng Expense Ratic =

‘While thumb rules for the ratics lised above can be wsed acrosx farm gypes and aoross industries, operating expens-
s will vary substantially from business to business and industry to industry As a general guiddine, most farm s
rmmnmhepmgmswdumﬁmsrﬂ:nu&ﬂmnmnglsnu]lhnnﬂmn‘nphﬁ
sustirable practioes, your frandal sucoess probably depends on operating effidency. In that ase, you should proba-
iy strive o kﬂpapen'un,g eopereses below GBI of reverwes. H you are imvoived in a retail business, sales wolurme
might be mare important to your bottom line than operating experse levels if com of goods sold ix induded. In that
ase, 2 much higher aperating expense rata might be expected. So, this mtia is wseful for irternal tracking of your
business, but not very useful for comparisons with other businesses.

BLULDVMG & SETAIMAILE BUISHESS 83



Part IV: Farm Asset Net Worth Statement

U'se this worksheet to sketch wour farm's net worth. Later worksheets will help yon estimate the value
of your overall estate. Supply the information to the paze balow by completing the schedules [moted in
parentheses) following. Mote that not all schedules will apply to all siteations and operations.

Farm Asseis Cost Basis | Market | Farm Liabilifies Market
Valme Walme
Farm checlang (W) Accounts payable (M)
‘Crops held for sale ar fead (A) Farm taxes dus
Investment in prowing ooops Cuzrent noses and enediz lines
(B} (0
Commercial feed an hand (C) Arcrosd ingerect - chort (F)
Frepaid Expences (D)
Mdarkert livestoelk (E) Arcrosd inerect - fwad (F)
Suppliex on hasd (F)
Other cumrent asseds
| Total Cumemt Aszees | | | Toul Comems Lisbilities | |
Unpaid cooperative di stribm- Notes and contracts,
tioms (ED remainder
Bresdimg livestoek (I)
Machinery and squipmest I}
‘baildings and improvemsnts
(B
Farmiland (L)
Timberlamd {L.1)
Mderchantable Timber (L2}
Pre-Mleschantable Timbes {L_3)
Other fwed assets Total Fimed Liahilrtes
T I R N N
a. Total Farm Assets b. Total Fasm Liabikities
Chorent Axo=ts {moardost)
o Fazmn Net Wosh (2 - B Currest Liakibities = __ Rabio
Chrrent Azsms {moardost) Debt o
Current Lishilities = A=set Rabo

Flanming the Futore of Your Farm — A Workbook Supporting Fanm Transfer Decisions 43




Risk

RPersonal risk is the change and uncertainty
within the business. Injuries, illness, lack of
knowledge, fire, divorce, management changes,
and other related are examples.

RProduction/market rick are those that result from
mother nature that we have little control over.
This includes weather, diseases, insects, and
other related. Government policy and
regulations can also be part of this category.



Risk

RContract risk is associated with the reliability
(or lack thereof) of contracting partners.
Although typically seen as a risk
management tool, contracts can be a risk in
themselves if the partners are unreliable.

RFinancial risk can occur because of interest
rates fluctuating on borrow funds, cash flow
difficulties, and erosion of equip or net
worth.



R ) 7 L

Briefly rani your business’ exposure to production, environmental. market, contract. and persoral risk. Then briefly
describe how you currenty marapge for risk

Market Rk
Exposure to risic Lwes Medium High
Type of rizic

Tooks fior minimizing riskc

Produsction Risk.
Exposure to risic Liwer Hedium High

Type of risic

Tk to minimize riskc

Contract Risk
Exposure to risic Liwer Hedium High

Type of risic

Tasciks i minimize riskc

Firsancial Risk
Evpomure to rige Love Meadium High
Type: of risic

Tooks for minimizing risk

Persomnal Rk
Evpomure to rig Love Meadium High
Type: of risic

Tools fior minimizing risk

BLELDHNG A SLETAIMAILE LISHES B



Risk

USDA Risk Management Checklist!!



Production

. Hawve you recently evaloated your risk in the event of the loss of your crops?

- Hawve you recently evaloated your risk in the event of the loss of your animals?

. Have you investigated other alternative production methods and their consequences?

. Do you have the necessary knowledge to consider an additional or alternative enterprise?
. I= your crop insurance protection adeguate to cover a severs crop koss?

. Have you reviewed all of your crop insurance options with your agent?

. Have you conducted a Strengths, Weaknesses, Opportunities, and Threats (SWOT)
analysis for your operation?

w1 Dh LA da L b e

8. Are you in an area capable of supporting imgation?

1. o you have a cwrrent, written marketing plan?

2. Have you coordinated your marketing plan with your goals and objectives and vour
financial and production plans?

3. Managing marketing risks:
a) Are you comfonable with your knowledpe of marketing opportunities?
b} Hawve you reviewed your marketing options within the past & months?
¢} Do you understand how crop insurance revenue guarantees can enhance
marketing opportunities?
Fimancial

1. o you have a current bousiness plan?

- Have you planned for a best-case scenario and developed a plan for how additional
income will be used?

[

. Hawve you planned for a worst-case scenario and considerad an alternative plan?

. Do you knovw your cost of production?

. Do you know your break-even costs?

o you have the knowledge to create a balance sheet, cash flow, and income statements?
o you have the knowledge to interpret important financial ratios?

What is your debi-to-asset ratio?

. Is the growth of your net worth exceeding inflation?

. Have you reviewed your ratio trends with your lender?

R N I R

. Is your crop insurance protection adeguate to:
a) Repay current operating loans?
b) Allow you to take advantage of marketing opporunities?

12. Have you reviewed vour tax liability within the past 3 months to determine your
tax strategies?

13. Have you investigated all of your potential financing options?
14. Have you investigated all available government programs?

15. Have you considerad the trade-offs between maintaining your current investments
(certificates of depositfsavingsfetc_) andfor reinvesting in expanding your own operation?

16, Do you consult a financial management consultant, lender, accountant, insurance
provider, or other professional when making major financial decisions?

17. Are you comfortable with your level of debt?




Legal

This Iisr does mor cover every legal risk exposure faced by @omers and ranchers, and (5 not meant
as legal advice . You showld consullf an ariorrey Lo review your legal Fisk exposire.

I
w
E]

=]

1. I= your will up to date?
2. Do you have a living will?
3. Do you have a farm transfer plan or exit strategy that has been reviewed within

the past 3 vears?

4. Have you recently reviesved your farm owner’s insurance policy?

=R |

= R

]

General

[ o]

=

7.

. Have you recently evaluated vour risk exposure to:

a) Liability covering the public entering vour property?
by Liability of direct marketing?
¢ Your State department of agriculture’s direct marketing regulations?
d) Livestock breaking through fences?
e} Environmental and pesticide issues?
f} Land use issues with neighbors?
o you understand the provisions of all of vour contracts, leases, and loans?

. Have you recently evaluated all the different business entity options for your operation?
. D you have a working relationship with your attorney and sccountant and have

you reviewed vour goals and objectives with each?

. Are you in compliance with such regulations as worker protection, pesticide use records,

vehicle registrations, and necessary safety inspections?

. Iz your personal insurance coverage current:

a) Do you have adequate medical and disability insurance?

b} Do you have adequate life insurance o cover yvour wishes and farm transfer
at current valoes?

. Have you calculated vour risk exposure to employee accidents or dishonesty?
. Have you provided all emplovess with comprehensive safety training?

o you have an employee handbook?

. Are your goals Specific, Measurable, Attainable, Reasonable, and Timed (SMART)?

Have you conveyad the goals and objectives of the business to all family members,
business team, and emplovess?

. Are your goals written?
. Is everyone in your family (or on vour team) employed to the full extent of his or her

education, training, and experience?

. o you have a confident relationship with your risk management advisors?
. [0 you have the knowledge to evaluate

naw technologies?

. Are you planning for your children’s educational needs and are these savings protected?
. Are your savings for retirement on course with your plans?
. Do family members know the location of all important docuoments?

o you have the knowledge and skills to assess all areas and levels of nsk?
Are you constantly looking for ways to increase your profitability?



Crop, Revenue, and Livestock Insurance Deadlines
I woue dlo ot ko all the dares in this secrion, vou showld con et vour crop insurance agend for kelp.

1. o you know all critical dates and sign-up deadlines?
2. Sales closing date — lasr dare fo apply for coverage is:

3. Cancellation date — give morice 1 do nof want (nRsuranee nexs year!

4. Production reporting date — aonwel prodiccrion Rissory must be re ported By

5. Final planting date — i wrable o plans, T et confact my agens by

G Acreage reporting date — Fruesr reporr my acreage planted B my a genr By

7. Paymemnt due date — irseresr charges will be incurrad after:

8. Final date to file notice of crop damage — any percaived damage musr be repored
mo larer o

3. End of insurance period — laresr dare of coverage for currans veaar's crop!

10 Dvebt termination date — inswrance coverage for mexl vaar will be cancefed if
pa et 15 nol made by




Financial Environment

RInterest Rates- 1970s & 80s

REmployment
3 Availability of knowledgeable dependable employees
©3 Wage Rates
3 Benefits for Employees (Healthcare)

RInflation- 1970s
RGovernment Action

@3 Government Support —~Tobacco
3 Regulations- Environmental & Labor



Worichust [T WholeFarm SWOTAMIYS

Summarize the intemal strengtie and weaknesses and the exterral opportunities and threats for your business 2 it
exists today. Corsider all aspects of your business—marketing, operations. human resources and firanoces—as well as
the links among these aspecrs.
invcernal Factors External Factors
Strengths
Chppor tunities;
Weimkreses
Thressts:

B BLELDNMG & SLETAFLAILE BLISHESS



Worksheets

Financial & Business



| Worlahest R 18

Use: the space below to record information about the organizational aftermatives that yow are corsidering for the business.
Your stte’s Small Business Association i an excellent place: to begin your research, i you are planning 2 major reorganimton
af the business, be sure to consuklt a lawyer regarding necesary documenation and tax ramifiations. Be sure to note
advantages and dimdvantages of each afternative as it pertins ©o your current siteation, business wision and personal goals.

Organizational Abtermadtive |
Crermerships
Tax rutes:

Filing requirerments:

Crganizational Abltermative 1

Tan ravbis:

Filing requirerments:

Crganizational Abtermative 3

Tar rates:

Filing requirerments:

BUILDING & SUETAINAILE DUSHHESS

uns




L] 4 7

Use the space below ta begin developing your finanding strategy for any start-up, annual operating, and longerterm apial
and real estate needs assodated with each major business strategy alterrative (for marketing, operations. and human

teria described in Figure B2 (control, cost, risk, liquidity). Mext st money that will be needed to Snance swrt-up, operating,
and long-term nesds & well as one or more financing strategy for each. f any of your stategies indude the use of external
financing, be sure to research and record ingerest rates and financing conditions in the space provided. Be sure to Gk with
your locl lender, accountant or Bctension educator—they @n Felp you lote and evaluate which firance strategy best fits
your perscal oriterta and Beiness needs.

Strategy Criteria
Flank the impartznce of each of the following finance strategy critera:
Controd _ low _  Medum __ High
Cost _ low _  Medum __ High
Risd: _ low _  Medum ___ High
Lacquidirty _ low _ Medum __ High
Fimancirg Meeds
List moneey needed for each expense ciegory. Then, briefly describe one: cr more financing strategies for each,

Walue Strategy One Strategy Two
Oine<time: start-up needs
#Armunl cperating newds
ntermedizie neads (5-T pears)
Long-term needs (710 pears)
fieal exte needs

LR ]

Finance Options
i you plan to seek outside firandng (including povernment cost-share paymenis), research interest rates and other financing
conditions (such 2 easement terms) from wp to three scunces for each firandal need.

st Source/intiision  Inberest Rate Condithors
Startaug

resources). Begin by having each member of your planning team {if appropriate) evaluate the imporance of the financing cri-

Oiperating

mtermedizie

Long<term

Real erare

ENLDHG & BLETAIMALLE LIS HESS
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=== 498

Complete this Yworksheet for eadh enterprize or for the whole farm. Use information from 'Worksheets 4.24-4.2% to necoed
informatian about your strategies for risk management, arganization and firancing. i appropriate, describe how your strategies
will charge throughout your transition pericd Ther, st avilable fnancial expense information. Last, surmmartze your firancal
strategy for this enterprise and the whole farm. Be sure to indude 2 SWOT {sorengthe, weaknesses, cpportunities, threaes)
aralysis in your strategy summang
[Ermtesrprisss Loy Bun Trarsition Period
(Expected) Year | Year 1 Yeawr 3

Risk exposre and
Maragesment
Organization and taxes
Firnanding needs (3) and
srategy
Financial Experses

Consultant

Filing fens

Scfteare

Membership feesioollateral

Interest on operating loan

Irvaerest on irdermediate debt

Interest on long-term debt

Ireoramce
Orter

Busines: Plan Input-Financial Strategy Summar y:

MEe BLELDFAG & SUETAFLAEL T BLISHEDS



Worksheets

Assets & Resources



Worksheet J ) nstcutonal Considerations

Describe institutional factors that currendy affect your abilty to wse and manage physicl resources. Indude any long-term
leasing arrangements, coNSErvacon EasEMEnTS, pErmit requinements, legal restricions, production or marketing contracts

Long-term Leasing Arranpements for Real Estate

[specify whether ineme are leased in for your use or leased out for the use of others)

Long-term Agresments and Exements

Permit and Legal Restrictions
[specify the agency responsible for isuing permits, conditions and compliance factors, fees, and your ability to meet
thee condftions)

Long-term Production Contracts and Marketing Agresments

BLELDNG & SLETAINABLE ILISHESS bl |



| Worlsheet . R T4

Lise this Worksheet to estimate what price you can afford to pay for farmiand.

Girass cash farm income E

Canhi ewpenses (mocluding interest) -

TPCCATIE ENES =

Principal payments on term debe =

Depredation reserve -

Socfal security Goes =

Totad cush family living investments
& nonfarm capial punchases =

Monfarm income *

Cash avaibble for prindpal and
ncerest on added and debe =

Diown payment on knd *
Masdmum financially feasibis
land price ]

This wirlches was adapied from Asdlpring Lond imetments, videotipe, Gigle 5.YWillkett, 1768

1‘. BLILDI MG & SUGTAFGELE IS HESS



Woriohuet JIR ) TegbloWordnghews |

Uise this worksheet to describe the non-land physicl assets used in your current farm operation. Be as specific as you
can be about size, apadty and condidon.

ITEM S1IE CAPRLITT COMDITION YALUE

Buildings/Permanent Struchurs

Machinery and Bquipment

k. e L e L)




Part I: Natural Resources

40 Planning the Fuiure of Your Farm — A Workbook Supporting Fanmn Transfer Decisions



Part II: On-Farm Buildings and Infrastructure

Building 1- Poar Adequate Stronz
Current Condition
Capacity
Layout/Desizn
Building 2- Poar Adequate Stronz

Fuel Storage (tanks)
Feed Storage:
Crop Storape:

Motes:

Planming the Fubore of Your Farm — A Workbook Supporting Farm Transfer Decizions 41




Eesonroe

Strong

Availability of farm sapplies

Fepair services

Availability of financing

HSorailability of business support
(irainimg, fax professionals, etc)

Competiive tenani market

Availabilitv of :

Competitive labor market

Faoad sysiem

Local zondng paliciss

Ciounty and humicipal zovemment
support af apriculiue

Conmonnity suppart of azniculmre

Local Farmers Marloet

Urhan pressuns

County economic developrment

Surailability of health services

Timiher Marksts

Motes:

41  Planming the Faiore of Your Farm — A Workbook Supporting Farm Transfer Decisions




Worksheets

Production & Inventory



u

STIHETA TP LT v AT

Wariohest [N Descrbing Crop Productonsystems =

Complete this workcsheest for each major crop enerprise. Be s spedfic and accurae as you @n be, snce this indormadon will be dwe basis for projectors you'l mae
later for s srategies Fat pou corsiden

Crop Erverpr be

Madhinery Opsrations Ohpera ting it Laber
Dperatien | He' Machine Machine foeim Cheaniity’ Linsits Price’ | Hr/ Type
i e | 2 Acre Linit oo
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Currert Mumber af Unis

Workshoot gl Doscribing Livestock Production Systems |

Camplete this worksfeet for each major Pestock erterprise. Be as specfic and acour ate 1 you can B, siroe this irformmation will B the Base for projections o]l
mralon |aper far the strategies that you coraldes Sped®y des om & sparae dheet If appropriae

UwestadoPoutry Production Syeemr

Month
or

Perioed

Fadlity
Space Reg

Laber

Hosuirs

Trpe

Foed
Required

Wt &
Mndications
ltemns & Armoawnts

M chvinery &
Equipmeant
Req.

Inpeuts

"H‘
—T 1




Woriahest [l [ Enterpriss/Culondr Mo |

Summarize and combine your crop and vestock production systems in this calendar. Look for botdenecks or confiicts in
timing of operations.

Ervterprise HourvMaonth

ard Tiasks n Febh Mar Apr May Jue July B Ssp Dot Mov  Dec
Total HrsMorth

T4 BLELDNMG & SLETAFLAILE BLISHESS




EIRIETE ITEYHIWASE ¥ Sk

5L

Worichest )l HumanResowcs Mook |

Uos this wiorkifest to identify the people mvawed i your operations and the roles $ey play
Enterprise

Person




Section Two: Evaluaimg Your Farm Resources
art IV: Supporting Schedules

Sehedule A: Crops Held for Sale or Feed

Drescription Lt Price per Caantity Valne
Lt
Total
Schedule B: Investment in Growing Crops
Description Acres $iacre Valus
Total
Schedule C: Commercial Feed on Hand
Descriptiomn Thrat Price per Chantity Value
Uit
Total
Schedule D). Prepaid Expenses
Uit
Total

Flanning the Future of Your Farm — A Workbook Supporting Fanm Transfer Decigions:




Section Two: Fvaluating Your Farm Resources

Part IV: Supporting s (cont
Schedule E: Market Livestock
Diescription Nmmber =Tt head Value
Total
Schedule F: Supplies on Hand
Diescription Uit Price per Cmamiity Value
Unit
Total
; Schedule H. Unpaid
Schedule &. Accounts Receivable c five Distributi
Description Valne Source Value
Total Total
Schedule I. Breeding Livestork
Humber .o} head Value
Toital

FPlanming the Fature of Your Farm — A Weorkbook Supporting Farm Transfer Decisions
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Section Two: Evaluating Your Farm Resources
Part IV: Supporting Schedules (cont’d)

Schedule J: Machinery and Equipment

Trades sold

Description (@) ) (€ {d) | New Cost | Cument
Previous | Costof | Deprecia- | CostBasis| Basis | market
Cost Basis | Purchases/|  tion | ofitems | (a+b-cd) | value

Tatal

Trades sold

Deescription @ ) © (d) | New Cost | Cument
Cost Basis | Purchases/| tion | ofitems | (a+bcd) | value

Total
Schedule L: Farmland
Diagcription and number {a) (b {c) (d) Mew Cost | Curment
of acres Previons Costof | Cost basis | Cost Basis | Basis market

Trades sold sold

Cost Basis | Porchases! | of land of Dherms {a+b-c) wvalue

Total

45 Flanning the Future of Your Farm — A Workbook Supporting Farm Transfer Decisions



Section Two: Evaluating Your Farm Resources
Part IV: Supporting Schedules (cont’d)

Schedule I 1: Timberland

Description and mumber (a) (B} {ch {d) Mew Cost | Corment
of acres Previcus Costof | Cost basis | Cost Basis Basis market
Caost Basis | Purchases’ | of land of items {a+b-c) valae
Trades sold sold
Toital

Schedule L.2: Marketable Timber

Descripton and momber (a) [1:)] e} {d) Mew Cost | Comment
of acres Previous Costof | Cost basis | Cost Basis Basis market
Cost Basis | Purchases’ |  of land of items {a+b-c) valae
Trades sold sold
Toital

Schedule L 3: Premarketable Timber

Description and mumber (a) (b} {c)h {d) Wew Cost | Corrent
of acres Previous Costof | Cost basis | Cost Basis Basis market
Caost Basis | Purchases’ | of land of items {a+b-c) valae
Trades sold sold
Total

FPlanming the Faiore of Your Farm — 4 Workbook Supporting Farm Transfer Decisions = 47




Part IV: Supporting Schedules (cont™d)

Schedule M: Farm Cash on hand, Checking Account Balances, Savimgs,
Securities, and Certificates

Description Bank/Instfation Mumnber Walne
Famm Cash
Checling Account
Checling Account
Savings Account
Farm Securities
Farm Certificates
Total
Schedule 3: Farm Accoumis Payable
D — al
Total
Schedule O: Current Farm MNotes and Limes of Credit
Dreseription/Purposs Imstimtion Balamce-owed | Accmed interest
Total
Schedule P Fixed Farm Notes and Contracts
D
Interast Balance inl2 Accrued
Description rate |DateDue| Owed | momths | Bemainder | imferest
Tatal
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Worksheets

Labor Force



Wortcheot [ V] Assesing Worker Ablides and Neods |

Use this worksheer to describe the experience, shills and goals of each member of your worldoroe Then estimate pour
verage cast for this person and consider where this person idelly fits into your operation

M and Current Posibon:

1. We'hat is the person's badcground-experience and educition

L ‘Wt partiasar abilities does this person have!

3. 'What are this person's strengths and weakrecses?

4. ‘What are the person’s intberestsl What motivates theml

5. What are the person's own persoral poals in lifel

6. What are we carrently paying this person (3/hour)!

7. Condusion: Where might this person best fit in mesting our hurman resouros needs?

T6 BLULDNNG & SLSTAPAAILE BUISHESS



Workohest JWTY N Likely Changes in Our Human Resources Saston

Lise chis worksheet to describe lkely changes in your human rescurces sittmtion over the et year; fire years or ten pars.

Current Warkdforoe: Will anyone who arrently works in our operation be ksaving for other work or for per-
soral reasons! Whot activites erterprizes will this affect!

Furtasre Wiorkforce: Wil any new people be joining our operation] What new knowledge and
skiills will they bring! Do we have enowgh physical and finandal resources for them to be
fully employed and appropriately paid?

Futarre Maragement: Do we foresee a dhange in the allocation of decision-making and
TR et respon ikl ithes

BLILDMNG & SLETAIMASLE ILISHESS 17



Part V: Management (Human Resource) Assessment

prvolved. Please duplicate for noaltiple relevant individuals, particulardy if you are looking at buasi-
ness succession isswes. This sheet is also useful for deciding who is best snited to handle Impontant
tazks like land manapement, entity manazement, eic. Caplicate, complede, and disenss steps that can
be taken o improve challenzing areas.

Skl Trait Comments
Farm production management
Financial manazement
Marksting management
PersormelLabor manazement
. -

Scheduling

Creativity

Trmorvatiom

Decision-making ability
Ability to listen

Logical thinking ability

FE|F|F|E
”"E"E‘

Toinites-
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Conclusions

Know your operation & your financial needs!!

RGet fresh eyes for your operations when
possible.

RConsider the best options for you to evaluate
your operation.

RHelp me is cheaper then fix me!!



