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CONDENSED SUMMARY & SELECTED BUSINESS FACTORS

CONDENSED FARM BUSINESS SUMMARY FOR TWO LARGE HERD GROUPS
40 Large Herd Dairy Farms, 1997

22 Farms with

18 Farms with

300-500 Cows >500 Cows
Item Per Cow Per Cwt. Per Cow Per Cwt.
ACCRUAL EXPENSES
Hired labor $453 $2.10 $541 $2.38
Dairy grain & concentrate 996 4.61 1,038 4.56
Dairy roughage 43 0.20 10 0.04
Nondairy feed 1 0.01 0 0.00
Machine hire, rent & lease 42 0.20 83 0.37
Machine repairs & farm vehicle expense 132 0.61 117 0.51
Fuel, oil & grease 53 0.25 49 0.21
Replacement livestock 45 0.21 25 0.11
Breeding 31 0.14 28 0.12
Veterinary & medicine 92 0.43 100 0.44
Milk marketing 115 0.53 87 0.38
Bedding 35 0.16 48 0.21
Milking supplies 64 0.30 67 0.30
Cattle lease & rent 5 0.02 16 0.07
Custom boarding 22 0.10 49 0.22
bST expense 59 0.27 70 0.31
Other livestock expense 43 0.20 29 0.13
Fertilizer & lime 62 0.29 58 0.26
Seeds & plants 42 0.19 39 0.17
Spray & other crop expense 50 0.23 42 0.19
Land, building & fence repair 31 0.14 52 0.23
Taxes & rent 88 0.41 84 0.37
Utilities 60 0.28 69 0.31
Interest paid 213 0.99 189 0.83
Misc. (including insurance) 53 0.24 58 0.25
Total Operating Expenses $2,831 $13.10 $2,948 $12.96
Expansion livestock 98 0.45 37 0.16
Machinery depreciation 118 0.55 100 0.44
Building depreciation 78 0.36 68 0.30
Total Accrual Expenses $3,125 $14.46 $3,153 $13.86
ACCRUAL RECEIPTS
Milk sales $2,925 $13.54 $3,071 $13.50
Dairy cattle 232 1.07 211 0.93
Dairy calves 18 0.08 17 0.08
Other livestock 16 0.07 6 0.03
Crops 29 0.14 63 0.28
Miscellaneous receipts 60 0.28 62 0.27
Total Accrual Receipts $3,280 $15.17 $3.,430 $15.08
PROFITABILITY ANATLYSIS (Total)
Net farm income (without appreciation) $56,347 $240,375
Net farm income (with appreciation) $89,910 $255,669
Labor & management income $634 $114,927
Number of operators 1.88 2.38
Labor & management income/operator $337 $48,289
Rates of return on: Equity capital w/o apprec. -0.9% 5.9%
Equity capital w/ apprec. 2.3% 6.5%
All capital w/o apprec. 3.3% 6.5%
All capital w/ apprec. 4.9% 6.8%




28

SELECTED BUSINESS FACTORS FOR TWO LARGE HERD GROUPS
40 Large Herd Dairy Farms, 1997

22 Farms with 18 Farms with
Item 300-500 Cows > 500 Cows
Cropping Program Analysis
Total Tillable acres 775 1,519
Tillable acres rented* 351 663
Hay crop acres* 341 566
Corn silage acres™ 310 720
Hay crop, tons DM/acre 2.7 32
Corn silage, tons/acre 16.6 17.8
Forage DM per cow, tons 7.1 6.6
Tillable acres/cow 2.1 1.8
Fertilizer & lime expense/tillable acre $29.30 $33.14
Machinery cost/tillable acre $186 $223
Dairy Analysis
Number of cows 363 868
Number of heifers 248 643
Milk sold, Ibs. 7,845,600 19,742,663
Milk sold/cow, Ibs. 21,605 22,733
Operating cost of prod. milk/cwt. $11.91 $11.55
Total cost of prod. milk/cwt. $14.33 $13.39
Price/cwt. milk sold $13.54 $13.50
Purchased dairy feed/cow $1,039 $1,047
Purchased dairy feed/cwt. milk $4.81 $4.61
Purchased grain & concentrate as % of milk receipts 34% 34%
Purchased feed & crop expense/cwt. milk $5.52 $5.22
Capital Efficiency
Farm capital/worker $236,300 $258,533
Farm capital/cow 5,631 5,469
Real estate/cow 2,276 2,206
Machinery investment/cow 971 830
Asset turnover ratio 0.60 0.63
Labor Efficiency
Worker equivalent 8.65 18.36
Operator/manager equivalent 1.88 2.38
Milk sold/worker, lbs. 907,006 1,075,308
Cows/worker 42 47
Labor cost/cow $567 $596
Financial Measures
Percent equity 49% 51%
Debt/asset ratio - long term 0.47 0.47
Debt/asset ratio - intermediate & current 0.54 0.50
Change in net worth with appreciation $13,375 $20,867
Total farm debt per cow $2,852 $2,629
Debt payments made per cow $499 $428
Debt payments as % of milk sales 17% 14%
Amount available for debt service $155,358 $354,754
Cash flow coverage ratio for 1997 0.89 1.09

* Average of all farms, not only those reporting data.
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INCOME AND EXPENSE PROFILE

Use the following two tables to make an income and expense profile for your dairy farm business.
The figures in the quintile columns represent the average of the top 20 percent to the bottom 20 per-
cent for each receipt and expenditure category. Each line is computed independently. The farms
that comprise the top 20 percent in milk sales do not necessarily make up the top 20 percent of any
other category. On each line circle the income and cost measures closest to the one for your farm.
Then draw a vertical line connecting your circles on each table. The strongest profile will be a rela-
tively straight line on the left side of the table.
RECEIPTS AND EXPENSES PER COW
40 Large Herd Dairy Farms, 1997

QUINTILE
Item 1 2 3 4 5
Accrual Operating Receipts '
Milk $3,342 $3,074 $2,988 $2,850 $2,651
Dairy cattle 412 257 198 156 81
Dairy calves 30 21 17 14 9
Other livestock 56 4 0 0 -3
Crops 188 72 32 -7 -80
Misc. receipts 118 69 51 38 24
Total Operating Receipts $3,803 $3,472 $3,330 $3,189 $2,867
Accrual Operating Expenses
Hired labor $307 $412 $479 $547 $655
Dairy grain & concentrate 819 960 1,015 1,103 1,174
Dairy roughage 0 1 11 28 112
Nondairy feed 0 0 0 0 3
Mach. hire/rent/lease 0 8 33 66 185
Mach. repair & farm veh. exp. 67 102 127 159 196
Fuel, o1l & grease 27 40 54 64 87
Replacement livestock 0 0 12 44 141
Breeding 10 21 30 38 53
Vet & medicine 61 78 91 110 140
Milk marketing 65 92 103 113 156
Bedding 16 30 36 49 68
Milking supplies 29 48 64 77 107
Cattle lease 0 0 0 2 32
Custom boarding 0 0 0 19 147
bST expense 6 46 72 82 102
Other livestock expense 9 17 27 39 103
Fertilizer & lime 13 33 55 70 131
Seeds & plants 15 30 39 53 61
Spray/other crop expenses 10 32 47 58 90
Land, building, fence repair 4 17 30 57 81
Taxes 15 23 30 40 60
Real estate rent/lease 7 21 44 70 107
Insurance 15 21 24 30 47
Utilities 39 57 65 77 97
Interest 98 160 207 241 323
Miscellaneous 8 15 22 33 59
Total Operating Expenses $2,567 $2,766 $2,876 $2,982 $3,215
Expansion Livestock 0 0 3 83 264
Machinery Depreciation 46 74 109 134 189
Building Depreciation 26 54 73 84 145

Net Farm Income w/o Apprec. $580 $336 $202 $91 $-214
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RECEIPTS AND EXPENSES PER CWT. OF MILK SOLD

40 Large Herd Dairy Farms, 1997

QUINTILE
Item 1 2 3 4 5
Accrual Operating Receipts
Milk $14.38 $13.73 $13.48 $13.30 $12.96
Dairy cattle 1.82 1.22 90 1 .36
Dairy calves 14 .10 .08 06 .04
Other livestock 28 02 .00 .00 -.01
Crops .83 33 15 -.03 -.37
Misc. receipts .55 32 .24 17 11
Total Operating Receipts $16.72 $15.60 $14.97 $14.59 $13.95
Accrual Operating Expenses
Hired labor $1.41 $1.87 $2.19 $2.53 $2.95
Dairy grain & concentrate 3.75 4.29 4.71 5.00 5.42
Dairy roughage .00 .00 .05 12 53
Nondairy feed .00 .00 .00 .00 02
Mach. hire/rent/lease .00 .03 .16 31 77
Mach. repair & farm veh. exp. 30 46 .58 74 .92
Fuel, oil & grease 12 18 .24 .29 41
Replacement livestock .00 .00 .05 21 .63
Breeding .05 .09 .14 17 25
Vet & medicine 28 35 41 .50 .67
Milk marketing 30 42 46 .53 74
Bedding .08 .14 17 22 30
Milking supplies .14 22 30 35 47
Cattle lease .00 .00 .00 01 15
Custom boarding .00 .00 00 .09 .65
bST expense 03 21 33 37 44
Other livestock expense .04 .08 12 .18 47
Fertilizer & lime 06 .15 25 34 .60
Seeds & plants .07 .14 .18 23 28
Spray/other crop expenses .04 A5 .20 27 43
Land, building, fence repair 02 .08 .14 .26 .35
Taxes 07 .10 14 18 29
Real estate rent/lease .03 09 21 31 A9
Insurance 07 .09 1 A3 22
Utilities 18 25 30 35 44
Interest 44 1 91 1.13 1.56
Miscellaneous .04 07 .10 15 26
Total Operating Expenses $12.03 $12.56 $12.92 $13.54 $14.71
Expansion Livestock .00 00 .02 37 1.22
Machinery Depreciation 21 33 48 .63 .92
Building Depreciation 1 24 32 41 .69
Net Farm Income w/o Apprec. $2.50 $1.48 $0.92 $0.42 $-1.09
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FARM BUSINESS CHART

The Farm Business chart is a tool which can be used in analyzing your business. Compare your
business by drawing a line through or near the figure in each column which represents your current
level of performance. The five figures in each column represent the average of each 20 percent or
quintile of farms included in this summary. Each column of the chart is independent of the others.
The farms which are in the top 20 percent for one factor would not necessarily be the same farms

which make up the 20 percent for any other factor. Use this information to identify business areas
where more challenging goals are needed.

FARM BUSINESS CHART FOR FARM MANAGEMENT COOPERATORS
40 Large Herd Dairy Farms, 1997

Size of Business

Rates of Production

Labor Efficiency

Number Pounds Pounds Tons Hay  Tons Corn Cows Pounds
Worker of Milk Milk Sold Crop Silage Per Per Milk Sold
Equivalent Cows Sold Per Cow  DM/Acre Acre Worker Per Worker
(11)* (11) (11) (10) 9 ) (11) (11)

241 1,232 28,635,034 24,448 43 21 57 1,292,823
14.5 593 13,207,671 22,917 33 19 48 1,072,086
10.8 451 9,756,789 22,260 2.7 17 44 956,190

8.8 360 7,864,277 21,081 2.3 15 40 856,582
7.0 317 6,532,622 19,245 1.5 12 35 734,240
Cost Control
Grain % Grain Machinery Labor & Feed & Crop Feed & Crop
Bought Per is of Costs Machinery Expenses Expenses Per
Cow Milk Receipts Per Cow Costs Per Cow Per Cow Cwt. Milk

(10) (10) (11) (11) (10) (10)

$819 28% $271 $760 $1,001 $4.49
960 32 333 863 1,141 5.17

1,015 35 391 993 1,219 5.56
1,103 37 449 1,045 1,262 5.77
1,174 40 551 1,205 1,335 6.27

Hired Labor Expense Expenses Per Cwt.

Per Per Hired As % of Milk Veterinary & Other
Cwt. Worker Equiv. Milk Sales Marketing Medicine Livestock
an (CALC) (CALC) 10) (10) (10)

$1.41 $19,983 10% $0.30 $0.28 50.04

1.87 24,204 14 0.42 0.35 0.08
2.19 26,632 16 0.46 041 0.12
2.53 29,049 19 0.53 0.50 0.18
2.95 33,495 22 0.74 0.67 0.47

*( ) = page number of the participant's DFBS where factor is located.
CALC=Need to calculate for each farm; refer to the Glossary for definition.



32

Cost Control (con't)

Machinery & Crop Expense Operating Cost Total Cost
Per Tillable Per Ton Per Per Per Per
Acre Dry Matter Cow Cwt. Cow Cwt.
(CALC) (CALC) 10) 10) 10) (10)
$194 $58 $2,222 $10.38 $2,740 $12.40
253 68 2,527 11.41 2,949 13.37
286 76 2,623 11.79 3,077 13.94
314 92 2,711 12.22 3,183 14.57
417 118 2,916 13.60 3,509 16.45
Expense Ratios
Operating Depreciation Interest
(CALC) (CALC) (CALO)
64.7% 2.7% 2.9%
71.4 4.0 47
75.8 5.1 59
78.5 6.8 7.6
84.9 10.0 10.6
Income Generation
Milk Receipts Net Milk Receipts Milk Receipts Dairy Cattle Dairy Calf Sales
Per Cwt. Per Cwt. Per Cow Sales Per Cow Per Cow
10) (CALC) 10) 10) (10)
$14.38 $13.72 $3,342 $412 $30
13.73 13.23 3,074 257 21
13.48 13.07 2,988 198 17
13.30 12.84 2,850 156 14
12.96 12.55 2,651 81 9
Debt Management
Farm Debt Per Cow Cost of Planned Debt Payments
Intermediate & Borrowed Per Per
Total Long Term Capital Cow Cwt.
(5) (%) (CALC) (® )
$1,474 $994 5.5% $276 $1.20
2,377 1,699 6.8 389 1.68
2,810 2,154 7.3 467 2.10
3,236 2,592 7.8 516 2.38
3,917 3,329 8.5 644 3.11




33

Cash Flow Analysis
Amount Available for Family Personal Withdrawals Cash Flow
Living, Debt Service & Investment & Family Expenditures Coverage
Per Cow Per Cwit. Per Cow Per Cwt. Ratio
(12) (12) (CALC) (CALC) ®
$804 $3.55 $321 $1.44 1.61
640 2.98 192 0.87 1.19
559 2.65 154 0.70 0.93
488 2.24 116 0.54 0.69
353 1.56 70 0.33 0.42
Capital Efficiency
Farm Real Estate Machinery Total Labor Cost Asset
Capital Investment Investment Per Worker Turnover
Per Cow Per Cow Per Cow Equivalent Ratio
1y an (11) (CALO) an
$4,110 $1,191 $528 $19,453 0.85
4,908 1,875 721 22,817 0.68
5,599 2,228 917 25,084 0.60
6,337 2,576 1,084 26,740 0.53
7,162 3,509 1,351 31,546 0.47
Solvency
Percent Leverage Debt to Asset Ratios
Equity Ratio Total Current/Intermed. Long Term
(%) (CALC) (5) (5) (5)
73% 0.27 0.27 0.29 0.08
57 0.43 0.43 0.42 0.34
51 0.50 0.50 0.52 0.49
41 0.59 0.59 0.59 0.62
24 0.76 0.76 0.82 0.86
Profitability
Labor and Rate Return to Equity Capital Rate Return to All Capital
Mgmt. Income Without With Without With
Per Operator Appreciation Appreciation Appreciation Appreciation
(3) (3) 3) (3) - 3)
$191,742 17.8% 24.3% 11.1% 11.8%
55,106 6.4 7.4 6.9 7.4
11,706 1.8 4.6 5.1 6.0
-18,581 -3.7 0.6 2.5 43
-89,827 -28.8 -14.1 24 -1.0
Net Farm Income Net Income
Net Farm Income Without Appreciation From Operations Efficiency
Per Cow Per Cwit. Ratio Ratio
10) (10) (CALC) (CALC)
$580 $2.50 15.3% 15.2%
336 1.48 9.8 9.3
186 0.86 5.7 6.7
84 0.37 2.5 43
-214 -1.09 -1.5 -0.2
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IDENTIFY AND SET GOALS

If businesses are to be successful, they must have direction. Written goals help provide businesses
with an identifiable direction over both the long and short term. Goal setting is as important on a
dairy farm as it is in other businesses. Written goals are a tool which farm operators can use to en-
sure that the business continues to move in the proper direction. Goals should be SMART:

1. Goals should be Specific.

2. Goals should be Measurable.

3. Goals should be Achievable but challenging.

4. Goals should be Rewarding.

5. Goals should designate a Time when each goal will be achieved.

Goal setting on a dairy farm does not have to be a complex process. In many cases it provides a pro-
cess for writing down and agreeing on goals that you have already given some thought to. It is also
important to remember that once you write out your goals they are not cast in concrete. If a change
takes place which has a major impact on the farm business, the goals should be reworked to accom-
modate that change. Refer to your goals as often as necessary to keep the farm business progressing.

It is important to identify both objectives (long-range) and goals (short-range) when looking at the
future of your farm business.

A suggested format for writing out your goals is as follows:

a. Begin with a mission statement which describes why the business exists based on the
preferences and values of the owners.

b. Identify 4-6 objectives.

c. Identify SMART goals.

Worksheet for Setting Goals

L Mission and Objectives
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Worksheet for Setting Goals (Continued)

II. Goals
What How When "~ Who is Responsible

Summarize Your Business Performance
The Farm Business Charts on pages 31-33 can be used to help identify strengths and weaknesses of
your farm business. Identify three major strengths and three areas of your farm business that need

improvement.

Strengths: Needs improvement:
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GLOSSARY AND LOCATION OF COMMON TERMS

Some of the following definitions include formulas for calculating the factor being described. Page
references to the individual Dairy Farm Business Summary are provided in parentheses for ease of
calculation for your farm.

Accounts Payable - Open accounts or bills owed to feed and supply firms, cattle dealers, veterinari-
ans and other providers of farm services and supplies.

Accounts Receivable - Outstanding receipts from items sold or sales proceeds not yet received, such
as the payment for December milk sales received in January.

Accrual Expenses - (defined on page 8).

Accrual Receipts - (defined on page 8).

Annual Cash Flow Statement - (defined on page 16).

Appreciation - (defined on page 9).

Asset Turnover Ratio - The ratio of total farm income to total farm assets, calculated by dividing
total accrual operating receipts plus appreciation by average total farm assets.

Balance Sheet - A "snapshot" of the business financial position at a given point in time, usually De-
cember 31. The balance sheet equates the value of assets to liabilities plus net worth.

bST Expense per Cow — bST expense per cow is calculated by dividing the accrual bST expense by
the average number of milking and dry cows for the year.

bST Expense per Cwt — bST expense per cwt. is calculated by dividing the accrual bST expense by
the total hundredweight of milk produced during the year.

Capital Efficiency - The amount of capital invested per production unit. Relatively high invest-
ments per worker with low to moderate investments per cow imply efficient use of capital.

Cash From Nonfarm Capital Used in the Business - Transfers of money from nonfarm savings or
investments to the farm business where it is used to pay operating expenses, make debt payments
and/or capital purchases.

Cash Flow Coverage Ratio - (defined on page 18).

Cash Paid - (defined on page 6).
Cash Receipts - (defined on page 8).

Change in Accounts Payable - (defined on page 8).

Change in Accounts Receivable - (defined on page 8).

Change in Inventory - (defined on page 6).
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Cost of Borrowed Capital - A weighted average of the cost of borrowed capital to the farm. Cal-
culate by multiplying end of year principal of each loan that is borrowed by the interest rate for each
loan at that time. Add up each amount that is calculated for each loan and then divide by total
amount of borrowed funds. Do not include accounts payable. This information is found on pages 8
& 9 of the data entry form.

Cows per Worker Equivalent for the Dairy Enterprise - Determined by dividing the average
number of milking and dry cows by the number of worker equivalents in the dairy enterprise.

Culling Rate — Culling rate is calculated by dividing the number of animals that left the herd for
culling purposes and that died by the average number of milking and dry cows for the year.

Current Portion - (defined on page 11).

Dairy (farm) - A farm business where dairy farming is the primary enterprise, operating and man-
aging this farm is a full-time occupation for one or more people and cropland is owned.

Debt Per Cow - Total end-of-year debt divided by end-of-year number of cows.

Debt to Asset Ratios - (defined on page 12).

Deferred Taxes - (defined on page 11).

Depreciation Expense Ratio - The percentage of Total Accrual Receipts that is charged to depre-
ciation expense. Machinery Depreciation (DFBS p. 2) plus Building Depreciation (p. 2) divided by
Total Accrual Receipts (p. 3) times 100.

Dry Matter - The amount or proportion of dry material that remains after all water is removed.
Commonly used to measure dry matter percent and tons of dry matter in feed.

Equity Capital - The farm operator/manager's owned capital or farm net worth.

Expansion Livestock - Purchased dairy cattle and other livestock that cause an increase in herd size
from the beginning to the end of the year.

Farm Debt Pavments as Percent of Milk Sales - Amount of miik income committed to debt re-

payment, calculated by dividing planned debt payments by total milk receipts. A reliable measure of
repayment ability, see page 18.

Farm Debt Payments Per Cow - Planned or scheduled debt payments per cow represent the repay-
ment plan scheduled at the beginning of the year divided by the average number of cows for the year.
This measure of repayment ability is used in the Financial Analysis Chart.

Financial Lease - A long-term non-cancellable contract giving the leassee use of an asset in ex-
change for a series of lease payments. The term of a financial lease usually covers a major portion of
the economic life of the asset. The lease is a substitute for purchase. The lessor retains ownership of
the asset.

Hired Labor Expense per Hired Worker Equivalent - The total cost to the farm per hired worker

equivalent. Divide accrual hired labor expense (p. 2) by number of hired plus family paid worker
equivalent (p. 11).
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Hired Labor Expense as % of Milk Sales - The percentage of the gross milk receipts that is used
for labor expense. Divide accrual hired labor expense (p. 2) by accrual milk sales (p. 3).

Income Statement - A complete and accurate account of farm business receipts and expenses used
to measure profitability over a period of time such as one year or one month.

Interest Expense Ratio - The percentage of Total Accrual Receipts that is used for interest expense.
Total Accrual Interest (p. 2) divided by Total Accrual Receipts (p. 3) times 100.

Labor and Management Income - (defined on page 10).

Labor and Management Income Per Operator - The return to the owner/manager's labor and
management per full-time operator.

Labor Efficiency - Production capacity and output per worker.

Leverage Ratio - Dollars of debt per dollar of equity, computed by dividing total habilities by total
equity.

Liquidity - Ability of business to generate cash to make debt payments or to convert assets to cash.
Machinery & Crop Expenses per Tillable Acre - A measure of the cost to produce crops on a till-

able acre basis. Add total crop expenses (p. 9) and total machinery expenses (p. 9), then divide by
number of tillable acres, owned & rented (p. 9).

Machinery & Crop Expense per Ton Dry Matter - A measure of the cost per ton of DM to pro-
duce a crop. It is not a measure of total costs to produce feed. Add total crop expenses (p. 9) and
total machinery expenses (p. 9), then divide by total forage, production, tons DM (p. 9).

Milk Harvested per Machine — Calculated by dividing the total pounds of milk produced for the
year by the number of milking machines in the milking center.

Milk Pounds Produced per Labor Hour — Calculated by dividing the total pounds milk produced
by the total number of labor hours used to operate the milking center for 1 year. The total number of
labor hours is estimated by multiplying the number of hours to operate the milking center for one
day, which was provided by the participating dairies, by 365. Operating the milking center includes
setting up, milking, and washing down the milking center, but doesn’t include time spent to bring
cows to and from the milking center.

Milk Sold per Worker Equivalent for the Dairy Enterprise — Determined by dividing the total
amount of milk produced in the year by the number of worker equivalents in the dairy enterprise.

Net Farm Income - (defined on page 9).

Net Farm Income from Operations Ratio - The percentage of each gross dollar that is generated
that is net farm income. Net Farm Income without Appreciation (p. 3) divided by Total Accrual Re-
ceipts (p. 3) times 100.

Net Farm Income without Appreciation per Cwt. - The amount of net farm income, without ap-
preciation, per cwt., that the farm generated. Divide net farm income without appreciation (p. 3) by
number of cwt. of milk sold, which is total milk sold (p. 10) divided by 100.
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Net Farm Income without Appreciation per Cow - The amount of net farm income, without ap-
preciation, per cow that the farm generated. Divide net farm income without appreciation (p. 3) by
average number of cows for the year (p. 10).

Net Income Efficiency Ratio - A measure of how efficiently the business is in generating net in-
come, taking into account the differences in number of operators, debt levels, and amount of unpaid
family labor being used on a farm. Net farm income without appreciation minus unpaid family labor
charge (p. 3), plus Accrual Interest Paid (p. 2), divided by number of operators (p. 3), divided by
Total Accrual Receipts (p. 3) times 100.

Net Milk Receipts per Cwt. - The mail box price received by farmers before any farmer authorized
assignments or deductions. Accrual Receipts from milk, per cwt. (p. 10) minus accrual milk mar-
keting expense per cwt. (p. 10).

Net Worth - The value of assets less liabilities equal net worth. It is the equity the owner has in
owned assets.

Operating Costs of Producing Milk - (defined on page 24).

Operating Expense Ratio - The percentage of Total Accrual Receipts that is used for operating ex-
penses, excluding interest & depreciation. Total Accrual Expenses (p. 2) minus Machinery Depre-
ciation (p. 2), minus Building Depreciation (p. 2), minus Accrual Interest Expense (p. 2), divided by
Total Accrual Receipts (p. 3) times 100.

Opportunity Costs - The cost or charge made for using a resource based on its value in its most
likely alternative use. The opportunity cost of a farmer's labor and management is the value he/she
would receive if employed in his/her most qualified alternative position.

Other Livestock Expenses - All other dairy herd and livestock expenses not included in more spe-
cific categories. Other livestock expenses include; bedding, DHIC, milk house and parlor supplies,
livestock board, registration fees and transfers.

Percent Herd on bST — Calculated by taking the accrual bST expense for the year and dividing by
an average price of $5.25 per dose, then dividing by 26, then dividing by the average number of
milking and dry cows in the herd.

Personal Withdrawals and Family Expenditures Including Noufarm Debt Payvments - All the
money removed from the farm business for personal or nonfarm use including family living ex-
penses, health and life insurance, income taxes, nonfarm debt payments, and investments.

Personal Withdrawals & Family Expenditures per Cwt. - The amount of money on a per cwt.
basis that the family uses for family living and personal expenses. This is the total amount, per cwt.,
used by the family, including farm and nonfarm income. Personal withdrawals/family expense, in-
cluding nonfarm debt payments (p. 7) divided by pounds milk sold (p. 10) times 100.

Personal Withdrawals & Family Expenditures per Cow - The amount of money on a per cow
basis that the family used for family living and personal expenses. This is the total amount, per cow,
used by the family, including farm and nonfarm income. Personal withdrawals/family expense, in-
cluding nonfarm debt payments (p. 7) divided by average number of cows (p. 10).

Profitability - The return or net income the owner/manager receives for using one or more of his or
her resources in the farm business. True "economic profit" is what remains after deducting all the
costs including the opportunity costs of the owner/manager's labor, management, and equity capital.
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Purchased Inputs Cost of Producing Milk - (defined on page 24).

Repayment Analysis - an evaluation of the business' ability to make planned debt payments.

Replacement Livestock - Dairy cattle and other livestock purchased to replace those that were
culled or sold from the herd during the year.

Return on Equity Capital - (defined on page 11).

Return on Total Capital - (defined on page 11).

Solvency - The extent or ability of assets to cover or pay liabilities. Debt/asset and leverage ratios
are common measure of solvency.

Total Costs of Producing Milk - (defined on page 24).

Total Cows by Labor Hour Milking — Determined by dividing the average number of milking and
dry cows by the labor hours required to operate the milking center for a one day period.

Total Labor Costs per Worker Equivalent, All Labor - The average cost per worker equivalent
when considering all labor (hired, paid family, family non-paid, and operators) used on the farm and
total costs for this labor. Total Labor Cost (p. 11) divided by number of worker equivalents (p. 11).

Whole Farm Method - A procedure used to calculate costs of producing milk on dairy farms with-
out using enterprise cost accounts. All non-milk receipts are assigned a cost equal to their sale value
and deducted from total farm expenses to determine the costs of producing milk.

Worker Equivalents for the Dairy Enterprise — Determined by the farmer estimating how many
of hours of labor are spent in the milking center and dairy complex performing all routine tasks. La-
bor spent in the field or in the dairy replacement enterprise is excluded. The daily labor estimate is
multiplied by 365 days and then divided by 2,760 hours to get the number of worker equivalents.




INDEX
Page(s) Page(s)
Accounts Payable.........cccccecieiiiiniincnnen 7,12 Income Statement..........cccocceeeieieivriieenneniienninns 6
Accounts Receivable......ccooccvvvviviiiviiiinnnnen, 8,12 INFIOWS oo 16
Accrual EXpenses........cccooveeieeieienienieeienn, 7,9 Labor & Mgmt. Income..........cocvvereieeeeerreene 10
Accrual Receipts .....ccoeeeveveerieniiireeniecieenee 8,9 Labor & Mgmt. Income Per Oper.................... 10
ACTEAZE «.eveeveevieeeeeiieeiiieeee et e 21 Labor Efficiency .......cccccceeveinivieniinieciieeeeee 26
Advanced Government Receipts................ 11,12 Land ReSOUICES ......ccooovvveieieeeeeeeeeeeveveecreranaen 21
Ao 26 Liquidity...cocoooiveieiiineecen e 14
Amount Available for Debt Service................. 18 Lost Capital......cccceveieriienieecrieereeeeieeie e, 14
Annual Cash Flow Statement............ccccceuveennn. 16 Machinery EXpenses ........c..ccoceeeveivveeinnnne. 7,22
ApPPreciation.......ceecveveireieeeneneecinaneennas 9,15,23 Milking Frequency...........ccoovveeeieeeiieeirnencnennnn. 6
Asset Turnover Ratio.......ccooccveveinienieeneennnns 26 Milk Production .........c.covveeeeeenienenvennienennenn, 23
Balance Sheet........cccccoovveieeriiiiiiieeceie e 12 MilKing System..........ccovvrieiveeeriieeeeeeee e 6
Barn Type...cccoeeeeiienieriiieeee e 6 Money Borrowed ........ccccociirninniiiniciniinens 16
Business TYPe ....cooveierriniieeieeccirecreere e 6 Net Farm Income ... 9
Capital Efficiency ....c.ccccocvvevvinvniencnicninnees 26 Net Investment.........cccevevrieiieeeciieecricieeireeeeeens 14
Cash From Nonfarm Capital Used in Net Worth.......oooeeeeeicieeeeeccee e 12
BUSINESS ..veeiieceiiienieniienieeec e 16 Number of COWS.....coveiviiriinieririieeciereeens 23
Cash Flow Coverage Ratio ........ccccceevvvecrennnnne 18 Operating Costs of Producing Milk ........... 24,25
Cash Paid ......ccooeeiiiiiiiie e 6 Opportunity COst........ccovvreeiieiireeeeiee e 11
Cash Receipts.....ccceevmereeiciiceeceiceeciccnnns 8,16 Other Livestock Expenses..........c.coecceeeeceeniennnee. 7
Change in Accounts Payable .............ccccoeeenene 7 OUtfIOWS...oviiiiiieiee e 16
Change in Accounts Receivable ........................ 8 Part-Time Cash-Crop Dairy.......c.ccccceveveeennennnnn. 6
Change in Inventory........c.cccoeeeeeeiveeiienrennen. 6, 8 Part-Time Dairy (farm) ........ccccccoveevveerriiennnne. 6
Change in Net Worth ... 15 Percent EQUIty.....ccccooveririiiiiiniinieeeee 13, 14
Crop EXPenses .....cccccevcevevcrininniicinniinennnns 7,21 Personal Withdrawals and Family
Crop/Dairy Ratios.......ccccccevirrseeniceiiiieeninns 21 Expenditures Including Nonfarm
Current Portion..........c.ccceiviiviiecnniennicnnne 11,12 Debt Payment.......ccccooevveecericneeciicrceeceenne 16
Dairy (farm) ......cccooeeieiieiiiiin e 6 Principal Payments.........ccccovvieiiicnniiiineenne. 16
Dairy Cash-Crop (farm)........cccceeveviininiencnns 6 Profitability ......ccccoeriririiiniiniiiiiice e, 9
Debt Per COW ...coecveeeiiieiieeeiee e 14 Purchased Inputs Cost..........ccccoveirieinrennen. 24,25
Debt to Asset Ratios........ccooveeeviiieeevineicieecnnenne 14 RECEIPLS.veevieieieieicieee e 8
Deferred Taxes....cccccvveveieeeiiiiieeeee e 13 Record System ........ccccvvvivivciiiiiiiiiiiceieeeeee, 6
Depreciation.........cooieeceerceensieenierie e 7,14 Repayment Analysis ......c..cccooeveiriiiiiecnneennnne, 18
Dry Matter......cccooviiiiiiiiiieeniieeerec e 21 Replacement LivestocK...........cccevveiuieciinnicnenen, 7
Education ........cccoovieiiiiiii e 26 Retained Eamings ...........cccocceeveeeeiiiicciiennennne, 15
Equity Capital .........oooeeeviiviviiiniiiiiiee 11 Return on Equity Capital ........cccoeeveeiiiivenninnnns 11
Expansion Livestock.........ccccovivriiinicnnene 7,16 Return on Total Capital..........ccccoovniiinnnnnnen. 11
EXPENSES ..oooviiiiiienieiieiee e 7 SOIVENCY ...viieiiieieiciiieteeeeeee e, 14
Farm Business Chart..........c.c.ccoooveeee... 31, 32,33 Total Costs of Producing Milk................... 24, 25
Farm Debt Payments as Percent Whole Farm Method..........ccoovnierenane. 24,25
of Milk Sales......ccooveeueevienieieiineeceee, 18 Worker Equivalent.............cccoovivviiiiiniciinns 26
Farm Debt Payments Per Cow.........c.ccconennn. 18 Yields Per ACTe......coooeveviiiiieeiiiiieie e 21

Financial Lease ......coevveeeeiviieieeieeeeeeeeeeeiieeinans 12



98-05

98-04

98-03

98-02

98-01

97-22

97-21

97-20

97-19

97-18

97-17

97-16

97-15

97-14

97-13

Title

A Presentation Guide to the U.S. Food Industry

Estate and Succession Planning for Small Business
Owners

Profile of the Work Force on Dairy Farms in New York and
Wisconsin

MICRO DFBS: A Guide to Processing Dairy Farm
Business Summaries in County and Regional Extension
Offices for Micro DFBS Version 4.1

Estimation of Regional Differences in Class | Milk Values
Across U.S. Milk Markets

FISA -- A Complete Set of Financial Statements for
Agriculture

New York Economic Handbook, 1998: Agribusiness
Economic Outlook Conference

Farm Labor Regulations

1997 Farm Income Tax Management and Reporting
Reference Manual

Lake Erie Grape Farm Cost Survey, 1991-1995

LEAP, Lease Analysis Program -- A Computer Program for
Economic Analysis of Capital Leases

Analyzing Capital Leases

Dairy Farm Business Summary, Eastern New York Renter
Summary, 1996

Dairy Farm Business Summary, Intensive Grazing Farms,
New York, 1996

Fruit Farm Business Summary, Lake Ontario Region, New
York, 1996

Author(s)

Green, G.M., E. W. McLaughlin and
K. Park

Tauer, L.W. and D.A. Grossman

McClenahan, E.J. and R.A. Milligan

Putnam, L.D. and W.A. Knoblauch

Pratt, J.E., A.M. Novakovic,
P.M. Bishop, M.W. Stephenson,
E.M. Erba and C. Alexander

LaDue, E.L.

A.R.M.E. Staft

Grossman, D.A.

Smith, S.F. and C.H. Cuykendall

Shaffer, B. and G.B. White

LaDue, E.L.

LaDue, E.L.

Knoblauch, W.A. and L.D. Putnam

Conneman, G., C.Crispell, J. Grace,
K. Parsons and L. Putnam

White, G.B., A.M. DeMarree and
L.D. Putnam

To order single copies of ARME publications, write to: Publications, Department of Agricultural, Resource, and Managerial Economics,
Warren Hall, Comell University, Ithaca, NY 14853-7801. Visit our Web site at hitp./ /www.cals.comell.edu/dept/arme/for a more
complete list of recent publications.



