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Profitability and Financial Feasibility
of Major Capital Investments: A Computer Program

INTRODUCTIOHN

Modern farm businesses freguently requive major change, often involving
large capital investment, 1f they are io be kept competitive. The managers of
these businesses must be continually searching out and analyzing alternatives fo
determine which changes may be profitable and when needed changes should be made.
Many of the investments that should be analyzed have characteristics that make
appropriate analysis difficult. These inciude:

1. A multiperiod 1ife with expenses and income unevenly distributed
throughout the life.

2. A number of different individual investment items {machines,
buildings, land parcels and groups of animals) with different asset
1ives and tax status.

3. A large enough potential effect on income to move the business
cwners through several marginal tax rates.

4. Differential susceptibility to the impact of inflation.

5. Complex financing and refinancing requirements resulting in major
changes in debt service commiitments.

The major capital invesiment computer program discussed in this publication
is designed to assist with the analysis of investments having some or all of
these characteristics. The program has three parts:

1. Computation of the net present value of proposed investments or "will
the invesiment be profitabie?”

2. Financial feasibility or "will the business generate emough revenue fo
make the debt payments?”

3. A budget generator for dairy herd expansion proposals.

The net present value section of the program calculates the annual income
and expense flows that could be expected to be generated by an investment,
converts these flows to an after-tax basis and discounts the after-tax flows to
determine the expected gain or loss {net present value) that would result if the
investment were made. Input for the model includes the characteristics of the
individual investment items, the cash flows to be generated by the investment,
tax status and the opportunity cost of capital. Output includes the net present
value of the investment and a summary of the flows generated by the investment.
The net present value section of the model assumes that the capital to acquire
investment items flows out at the time each item is required. Therefore
principal and interest payments are not included in these cash flows.
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The financial feasibility section of the program calculates the payments
required to service all debt and computes whether the business, including the
investment under consideration, generates enough revenue to make the payments on
the current debt plus payments on additional debt capital needed to acquire the
proposed investment. Alternatively, the program will make the same calculations
for only the added investment being evaluated.

The dairy budget generator may be used to generate cash flows for dairy herd
expansions in situations for which base year information is available. It cannot
be used for non-dairy alternatives nor for cases where data for a base year of
dairy farm operations are unavailable,

The program 1s specifically designed to handle the peculiarities of dairy,
orchard and vineyard investments. Investments for other types of agriculture are
handled by straightforward discounted cash flow techniques.

If the user wishes to include inflation in the analysis, any investment or
cash flow item may be inflated by changing the appropriate assumption.

This publication is designed to assist a user of the major capital invest-
ment computer program in making appropriate input entries and interpreting the
results. The first section of the publication explains input entries, indicates
possible error messages and explains the results. Table 1, indicating the values
assumed by the model, is placed at the front of the publication for easy access.
Use of this table is explained under modification of assumptions. Table 6 indi-
cates the parameters used by the model. These parameters are values that are
used by the model but cannot be changed by the user. Table 6 appears at the end
of the first section on page 47. ‘

The second section contains two examples of the use of the program. (1) A
dairy farm expansion using the budget generator and (2) An investment in vineyard
development.

INSTRUCTIONS FOR PREPARING DATA

To prepare data for input to the computer, the data relevant to the problem
being anatyzed are entered on an input form. When entering data on the input
form, the number of digits and placing of the decimal must conform with the
spacing indicated on the input form. The number of digits (numbers) cannot
exceed the number of spaces available. Decimal points cannot be added or moved.
Fractions must be entered in decimal form. If negative numbers are to be
entered, the minus sign (-]} that must be entered will use one of the available
spaces.



Table 1. VALUES ASSUMED BY THE MODEL

Assumed Assumption
Value Code Definition

General Model Assumptions:

40.0 56 Percent that the price of the yearlings purchased is
of cow purchase price.

100.0 57 Percent of added yearliings that will be purchased
' (whenever cows are purchased, sufficient yearlings
will be added to provide replacements required in the
year after purchase).

80.0 58 Percent that price of raised animals is of the price
of purchased animals.
12.0 01 Calf price as a % of cull cow price.
40.0 02 Calves sold as % of cow numbers.
5 139 Recovery class for trees and vines.
10.0 04 Federal investment tax credit rate (percent).
6.0 05 State investment tax credit rate {percent).
$1000 130 Federal personal exemption.
$ 800 131 State personal exemption.
$2500 137 State standard deduction.
60 132 Federal capital gains rate (% excluded).
60 133 State capital gains rate {% excluded).
60 140 Capital gains rate (% excluded) for terminal value
calculations (only).
1 88 Are state taxes to be calculated (1 = yes, 0 = no
state tax).
0.0 54 Rate (%) by which investment items, living expense

and cash flows are inflated.

0-98

i

Purchased buildings, equipment, land,
purchased cattle, cull cattle, orchard and
vineyard establishment and development
costs, living expenses and cash flow are
inflated at rate entered.

98

These investment items are inflated by the
rates indicated in assumptions & through 10,
134, 135 and 138.



4.

Table 1. VALUES ASSUMED BY THE MODEL (continued)
Assumed Assumption
Value Code Definition

General Model Assumptions:

7.0%
7.0*
6.6*
6.0%
6. 6%
6.6%

6. 6%

06
Q7
08
09
10
135

138

127

128

Inflation rate on buildings.
Inflation rate on equipment.
Inflation rate on purchased cattle.

Inflation rate on purchased land.

Inflation rate on cull cattle.

Annual rate of inflation in cash flows generated by
the investment (1ines 28-37}, by the rest of the
business {1ine 8la, used when budget generator not
used), and in nonfarm income.

Inflation rate on orchard and vineyard establishment
and development costs. )

Investment tax credit basis reduction option.

0 = Basis is reduced by one-half Federal investment
credit taken and rate is indicated by assumption
04.

1 = Basis 1s not reduced by 1TC taken. ITC rate is

assumption 04 minus assumption 128.

Reduction in ITC rate (percentage points) when basis
1s not reduced by one-half Federal ITC taken. (ITC
rate 1s reduced instead of reducing basis).

Financial Feasibility Assumptions:

636*

85

134

128

126

129

Annual rate of inflation on living expenses {used
with financial feasibility only).

Type of financial feasibility analysis conducted.

0 = Feasbility of entire business including the
investment.

1 = Feasibility of the investment by itself.

Number of years for which replacement of existing

?achines will be avoided because the new investment
5 made. .

Percent of 1ivestock sales generated by the
investment that qualifies for capital gain treatment.

* These values are used only if assumption 54 1s set at 99. However, if these
assumptions are changed under "modification of assumptions,” the rate entered
will be used even if assumption 54 is set at zero or 99.
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VALUES ASSUMED BY THE MODEL {continued}

Table 1.
Assumed Assumption
Yalue Code Definition

Dairy Budget Generator Assumptions:

1.0

0.0

$100

$270

$200

$120

G.0

$ 25

100.0
25.0

50.0

100.0

50.00

55

11

53

12

13

14

15

16

17
i8

19

20

21

Year for which budget data are to be printed cut {for
touch-tone terminals).

If 0.0, Tabor cost will increase to value enterad on
line 52 with the annual increase propertional to the
increase in herd size.

If 1-5, total increase from base year cost to value
entered on line 52 occurs in year 1, 2, 3, 4 or 5,
i.e., 1 indicates increase occurs in year 1.

Minimum Tevel of purchased feed per cow {crop sales
cannot be used to offset this portion of feed bill).

Cost of feed value prov1ded by an acre of corn {90
bu. at $3).

Cost of feed value provided by an acre of hay crop
(2.5 tons at $80).

Cost of feed value provided by an acre of other feed
crops (60 bu. cats at $2).

If value is 0.0, feed-crop sales will be used to off-
set additional feed purchases required when acres per
cow decline. If value is 1.0, feed costs will be in-
creased by the value of the add1tiona1 feed purchases
required and feed-crop sales will not be reduced.

Minimum increase in machine repair cost for each cow
increase in herd size.

Maximum percent increase in auto expense.

Fertilizer and lime costs on hay as a percent of
corn.

Fertilizer and Time costs on other feed crops as a
percent of corn.

Fertilizer and 1ime costs on nonfeed crops as a
percent of corn.

Seeds and plants cost on hay as a percent of corn.
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Table 1. VALUES ASSUMED BY THE MODEL (continued)

Assumed

‘Yalue

Assumption
Code

Definition

Dairy Budget Generatcr}Assumﬁtions:

100.0

100.0

50.0
25.0

100.0

20.0

1‘0

3.0

$1.04

$1.75
0.5

$1500
$1075

22

23

24
25

26

136

27

28

83-87

83

85

86
87

Seeds and plants on other feed crops as a percent of
corn.

Seeds and plants cost on nonfeed Ccrops as a percent.
of corn.

Spray and other costs on hay as a percent of corn.

Spray and other costs on other feed crops as a
percent of corn.

Spray and other costs on nonfeed crops as a percent
of corn.

Minimum percent change in herd size before milk
production level changes take effect.

Percent decline in milk production per 10 percent
increase in herd size over the percent indicated in
assumption 136 (enter negative value if production is
to increase).

Years to recover from decline in milk production due
to expansion {maximum of five years, enter 9 if
recovery not expected to occur).

Budget assumptions used to calculate taxes, insurance
and land, buildings and fence repair when market
value of real estate before investment is zero (i.e.,
line 61b = 0).

Land, buildings and fence repair expense per $100
real estate investment.

Real estate taxes per $100 real estate value.

Insurance cost per dollar investment for cattie and
machinery as a percent of that for real estate.

Value per cow of existing herd.

Machinery investment per cow.



wfe

Table 1. VALUES ASSUMED BY THE MODEL ({continued)

Assumed
Value

Assumption
Code

Definition

Dairy Budget Generator Assumptions:

Code

30
31

32
33
34

35

36
37

0.0

6.6
7.1
6.6
7.0

30-52

Item

Labor

Feed

Machine hire
Machinery repair

Auto expense

Gas and oil

Purchased Vivestock.

Breeding fees

29

59-82

59
60
61
62

Can be usad to specify any particular item in the
generated budget. The value entered will be used for
all years {will be inflated if inflation is used}.

Code Item Code Item
38 Vet and medicine 46 Rent
39 Other dairy expense 47 Telephone &
Electric
40 Lime & fertilizer 48 Misc. exp.
41 Seeds and plants 49 Milk sales
4z Spray and other 50 Livestock sales

crop expenses

43 Land, bidg., & fence 51 Crop sales

repair
44 Taxes 52 Misc. receipts
45 Insurance

Indicates réte by which dairy budget cash flows are
to be inflated.

0-98 = Al1 items listed in assumptions 59-82 wiil be
inflated by the rate entered.

99 = Inflation coefficients indicated in assump-
tions 59-82 will be used.

Used to specify the rate of inflation (%) for all
items in the cash flow budget. The values Tisted
will be used only if assumption code 29 is set at 99.
If assumption code 29 is set at 99, the values listed
will be used for all items except those specifically
set at other rates by additional entries under input
section X, "Modification of Assumptions".

Land rental rate (line 63}. See assumption 76.
lL.abor
Feed

Machine hire
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Table 1. VALUES ASSUMED BY THE MODEL {continued)

Assumed Assumption
Yalue Code Definition

Dairy Budget Generator Assumptions:

7.0 63 Machinery repair

7.0 64 Auto expense

7.5 65 Gas and o1l

6.6 66 Purchased livestock

6.2 67 Breeding fees

5.5 68 Vet and medicine

8.4 69 Other Tivestock expense

4.6 70 Lime and fertilizer

6.6 71 Seeds and plants

3.6 72 ‘ Spray and other crop expense

10.0 13 Land, buiiding and fence repair

6.6 74 Taxes

6.6 75 Insurance

6.6 76 Rent (base year rent only). See assumption 59.
9.5 77 KTe1ephone and electricity

6.6 78 Miscellaneous expenses {year 6 and later)
6.6 79 Milk sales

6.6 80 Livestock sales

6.6 81 Crop sales

6.6 - 82 Miscellanecus income (year 6 and later)
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Table 1. VALUES ASSUMED BY THE MODEL {continued)

Assumed Assumption
Value Code Definition

Tax Rate Assumptions:

89-124 Marginal state tax rate
Taxable Income

but not

over over

2 89 $ 0 $ 1,000

3 80 1,000 2,000

3 91 2,000 3,000

4 92 3,000 4,000

4 1] 4,000 5,000

5 94 5,000 6,000

5 95 6,000 7,000

6 96 7,000 8,000

6 g7 8,000 9,000

7 98 9,000 10,000

7 99 10,000 11,000

8 100 11,000 13,000

] 101 13,000 15,000

10 102 15,000 17,000
11 103 17,000 19,000
12 104 19,000 21,000
13 105 21,000 23,000
14 106 23,000 25,000
14 107 25,000 27,000
14 108 27,000 T 29,000
14 109 29,000 31,000
14 110 31,000 33,000
14 111 33,000 36,000
14 112 36,000 40,000
14 113 40,000 44,000
14 114 44,000 50,000
14 115 50,000 60,000
14 116 60,000 72,000
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Table 1. VALUES ASSUMED BY THE MODEL (continued)

Assumed Assumption
Yalue Code Definition

Tax Rate Assumptions:

89-124 Marginal state tax rate
Taxable Income

but not

over over
14 117 ' 72,000 84,000
14 118 84,000 100,000
14 119 100,000 120,000
14 120 120,000 140,000
14 121 140,000 160,000
14 122 160,000 180,000
14 123 ‘ 180,000 200,000

14 124 200,000 --
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EXPLANATION OF INPUT DATA
(See examples on pages 49 and 83)

At the top of the input form, space is provided to enter the PROGRAM number,
NAME of the person for whom the analysis is being made, and an INVESTMENT
description. The program number consists of two partis. The first three digits
are the number of the program, 050. The last two digits indicate which input
form is being used. Thus, if form 4 is being used, the appropriate entry would
appear as: PROGRAM 0500 4

The NAME may use up to 24 characters and the INVESTMENT DESCRIPTION may use
up to 40. Each letter, number, period, dash and space count as a character., 1In
identifying the investment item it is suggested that you be as descriptive as

possible about the particular investment being considered and the problem being
analyzed.

Section I. Planning Period

la. Enter the number of years to be used in evaluating the invest-
ment. - The maximum planning period length is 25 years. Fractions
of years cannot be entered.

Section II. Building Investment Informaticn

A1l information on buildings or other depreciable real estate, such as trees
in an orchard you are considering for purchase, should be entered in this
section. Space is provided for three sets of buildings and/or depreciable real
estate. If more than three buildings are inciuded in the investment, they shouid
be reduced to three groups by combining items with similar characteristics, i.e.,
similar life, salvage value, and cost recovery class. In the discussion below,
and on the input form, the word buildings is used to denote pbuildings and/or
other depreciable real estate. The line to the right of Item or Group is used
only for user identification. It is not entered into the computer.

2a. Enter the total cost of the building or buildings in group A.

2b. Enter the year the buildings in group A are to be purchased. If they
are purchased at the beginning of the planning period, enter zero; if
they are purchased one year from the beginning of the planning period
{or at the beginning of the second year), enter 1. 1In general, enter
the number of years from the beginning of the planning period until the
building is purchased.

2c. Enter the recovery class for the item. This is the recovery class from
the accelerated cost recovery system or ACRS. If the item is not
depreciable, enter "00."

3a. Enter the code for the ACRS recovery option to be used for this
investment group.

3b. Enter the code for the ACRS recovery option on the replacement. If item
is not to be replaced, enter "0",
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3c. If the investment qualifies for Federal investment tax credit, enter
"1"; if it does not, enter "Q".

3d. If the investment qualifies for State investment tax credit, enter "1
if it does not, enter "0".

3e. If the building is to be replaced, enter the number of years it is to

be used before replacement. Buitldings with a 1ife shorter than the
planning period will be replaced the number of times required to com-
plete the planning period. If a building is not to be replaced, enter
"00." If a building is not to be replaced, the model will assume that
the item will either physically last for the entire planning period or
that the item is no longer required after it wears out. Care should be
exercised in coordinating the planning period Tength selected in line
la. with the length of 1ife appropriate for the buildings constructed.

3f. Enter the salvage percentage to be used. Salvage percent should re-
flect the estimated market value (1n year O dollars) of the investment
at the end of its period of use. This percentage should be entered
even for non-depreciable items since the value used for terminal value
of non-depreciable items is the salvage value. The salvage value
entered is not used for depreciation purposes (salvage value is disre-
garded for ACRS purposes) but is used as an estimate of true market
value at the end of the investment's 1ife. Enter value in year 0 dol-
lars. If values are being inflated the inflated value will be cal-
culated by the computer.

d4a.-5f. These Tines correspond exactly with lines 2a.-3f. except that they
apply to building item or group B.

6a.-7f. These lines correspond exactly with lines 2a.-3f. except that they
apply to building item or group C.

NOTE: If you are considering an investment to develop an orchard or
vineyard, use Section IV B to input data on development costs. How-
ever, the investment in the trellis should be entered in Section I1I
because it can be depreciated immediately rather than waiting until the
orchard or vineyard begins producing.

Section III. Equipment Investment Information

A1 machinery and equipment investment information should be entered in this
section. Space is provided for three sets of equipment. If more than three
equipment items are included in the investment, they should be reduced to three
groups by combining items with similar characteristics, i.e., similar life, cost
recovery class, investment credit status.

8a. Enter the total cost of equipment item or group A. This should include
: transportation, installation or other costs where applicable. If items
that would otherwise be sold are to be traded in, the fair market value
- of the trade-in should be added to the boot price to get the actual
cost. Include only equipment items which are part of the investment.
Do not include items that will be purchased whether the investment is
‘made or not.



8b.

8c.

Ya.

9b.

9¢.

Sd.

Qe.

9f.

10a.-11f.

12a.-137.
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Enter the year that equipwent item or group A is purchased. If it is
purchased at the beginning of the planning perfod, enter zero. If it
is purchased in later periods, enter the number of years from the
beginning of the planning period until the item is purchased.

Enter the recovery class for the ftem. If the item is non-depreci-
able, enter "00".

Enter the code for the ACRS recovery option to be used for this
investment group.

Enter the code for the ACRS recovery option on the replacement. If
item is not to be replaced, enter "D".

If the equipment iftem or group qualifies for Federal invesiment tax
credit, enter "1"; if it does not enter "o,

If the equipment item or group qualifies for State investment tax
credit, enter "1"; if it does not, enter "0".

If the equipment item or group is to be replaced, enter the number of
years it is to be used before replacement. Equipment with a Tife
shorter than the pianning periocd will be replaced the number of times
required to complete the planning period.

If the equipment item is not to be replaced, enter "0". If an
equipment item is not replaced the computer program will assume that

the item will either physically last for the entire planning period or
that the item is no longer required after it wears out.

Enter the salvage percentage to be used. Salvage percent should re-
flect the estimated market value {in year 0 dollars} of the investment
at the end of its period of use. This percentage should be entered
even for non-depreciable items since the value used for terminal value
of non-depreciable items is the salvage value. The salvage value
entered is not used for depreciation purposes {salvage value is disre-
garded for ACRS purposes) but is used as an estimate of true market
value at the end of the investment's 1ife. Enter value in year 0 doi-
lars. If values are being inflated the inflated value will be
caiculated by the computer.

These Tines correspond exactly with lines 8a.-0f. except that they
apply to equipment item or group B.

These lines correspond exactly with lines 8e&.-9f. except that they
apply to equipment item or group C.
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Section IV is used for either Livestock Investment Information {IV A) or Tree and
Vine Information {IV B). These two sections are alternatives; therefore both
cannot be used on the same run.

Section IV A. Livestock Investment Information

The model is designed to handle 1ivestock investments at any time during the
first five years of the planning period. It is assumed that all changes in
Tivestock numbers that relate to the investment will be accomplished during the
first five years. Only breeding (and/or mitking) Tivestock to increase herd size
should be entered in this section. Do not include those animals raised simply as
replacements. Purchase and sale of feeder steers or similar livestock should be
included in cash flow budgets.

Raised livestock used to increase herd size are included as part of the in-
vestment. If the investment were not made, these animals could be sold. Thus,
their value is a cost that must be attributed to the investment. The model
calculates the number of raised livestock to include in the investment as that
part of the year-to-year increase in herd size not provided by purchased
animals. For example, if (1) the number of cows before investment is 100, (2)
the average number of cows in year 1 is 125 and (3) the number of animals pur-
chased in year 0 (at the time of the investment) is 15, the model will assume
that 10 raised animals are part of the investment. The cost of raised cattle is
indicated by the price entered for purchased 1jvestock and assumption 58. Do not
purchase more cows in one year than the increase in herd size indicated for the
following year. If excess animals are purchased in any year; the herd size will
not exceed the number entered on lines 14 and 15, nor will the excess animals be
carried over o the next year.

Whenever the herd size is increased, using either purchased or raised
animals, the model assumes that sufficient yearlings must also be added to pro-
vide the raised replacements required in the following year. It takes at least
two years to grow a replacement and only one year will elapse between the time
the cows are added to the herd and the time the first of the added cows will be
culled. Thus, either (1) the farmer will need to have excess yearlings at the
time the investment is made, (2) additional replacements will need to be
purchased the year following the herd size increase or (3) the farmer will have
to buy additional yearlings at the time herd size is increased. 1In any of these
cases, the cost of the additional yearlings should be charged as part of the
investment. If replacements are raised, the cost of raising the yearlings to
freshening age will be included in the cash flow as part of the expenses.
Yearlings will not be purchased for that portion of the increase in herd size
that is to be replaced with purchased animals, as indicated in input 1ine 18c.

For example, 1f the herd size is increased in year 1 by 40 cows and the
culling rate is 25 percent, 10 replacements will be reguired in the first year.
If 20 percent of all replacements are purchased (1ine 18¢.), 8 (eight) yearlings
will be automatically be counted as an investment when the 40 cows are added.
The cost of these yearlings 1s calculated using the cow purchase price per head
{(Tine 18a.) and assumption 56. If some of the added yearlings are to be raised
and assumption 57 is changed, say to 75 percent, then the price used for those
that are raised, in this case 6 animals, will be calculated using assumption 58
as well as Tine 18a and assumption 56.



14a.

14b.

l4¢.-15¢.

16a.

16b.-17b.

w] B

Enter the number of cows at the time the invesiment is made, If
additional cows have been {will be} kept {instead of sold} in
anticipation of making the investment, these animals should be
excluded from line 14a.

Enter the average number of cows for the first year (first 12 months}.
This tncludes animals in the herd before the investment as well as
those that are part of the investment. Only those animals that are
bought in year zero will contribute to any increase in herd size for
year 1.

Enter the average number of cows for the 12-month period implied by
the year indicated.

Enter the number of mature animals {cows or bred heifers) to be pur-
chased at the beginning of the planning period. If younger heifers or
calves are purchased with the expectation that they will be raised and
will enter the herd in one or two years, these animals should either
(1) be entered as purchases in the year they enter the herd, or (2) be
inciuded as raised animals by allowing the model to impute their
investment cost in the vear they will anter the herd.

Enter the number of wmature animals to be purchased in the year indi-
cated. It is assumed that all investments take place at one-year
intervals. Thus, animals purchased in year zero are in the herd dur-
ing year 1, animals purchased in year 1 are in the herd during year 2,

etc. Schematically for an investment made on December 31 (or January
1)}, this can be shown as:

Investment year: 0 1 A

D JFMAMJIJJIASOND JFMAMJIJIASGO

WJK\\V"/N;E/J

Business year: 1 2

i7c.

18a.

Enter the net value of an average cull cow. This should reflect the
average value received for cows culled from the herd. Selling costs
should be subtracted from average gross value per cow. Consideration
should be given to the fact that some animals culled are injured or in
poor health at the time of sale.

Enter the price per head that will be paid for animals purchased. If
only raised animals are used o increase herd size, enter the vaiue
that could be received for raised animals used as pari of the new in-
vestment and set assumption 58 at 100. If some animals are to be pur-
chased and some raised, enter the average value of all purchased
animals to be added to the herd and set assumption 58 at the level
required to reflect any difference between the value of purchased and
raised animals.

If young animals are purchased to increase the number of raised re-
placements available in future years, enter their value at the time



18b.

18¢c.

19.

19a.
19b.
19c.

194d.

20a.

20b.

20c,
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they enter the milking herd. Always enter a price if herd size is

increased by the investment even 1f no animals are to be purchased.

This number is required fo calculate the value of raised animals.

Enter the culling rate expected on animals added to the herd. An
entry must be made on this line if herd size is increased.

Enter the percent of all animals included as part of the investment
that will be replaced by purchased animals. If all replacements are
to be raised, enter zero.

Note: When the budget generator is used, the costs generated will be
based upon the assumption that the same percentage of replacements is
raised after the investment as in the base year. If the number
entered here differs significantly from the percentage of replacements
purchased in the base year, budget costs will be over or under-

estimated by the cost of the reduced or increased number of animals

raised relative fo a proportional change. For example, if replace-
ments equal to 10 percent of the herd are purchased in the base year,
the budget generator assumes that replacements equal to 10 percent of
the expanded herd will be purchased after the investment s made.

A1l portions of line 19 must be completed if purchased animals are
part of the investment or if some of the animals that are part of the
investment are replaced with purchased animals or if any yearlings are
purchased. _

Enter the recovery class for purchased animals.
Enter the ACRS recovery option to be used on purchased livestock.

If the fnvestment qualifies for Federal investment tax credit, enter
"1%; 1f it does not, enter "0",

If the investment qualifies for State investment tax credit, enter
"1%, if it does not, enter "0".

Enter the per cow value of the increase in herd size that is part of
the investment. Enter the value in year O dollars. If cow values are
being inflated, an actual dollar value will be calculated by inflating
the value entered. o

Enter the average value of the additional heifers of all ages on hand
at the end of the planning period as a result of the increased herd
size. Enter the value in year 0 dollars.

Enter the increase in number of heifers of all ages on hand at the end
of the planning period as a result of the increased herd size. 1f the
policy on purchasing versus raising replacements is not changed as a
result of the investment, the number of heifers in the future normally
will be the same percent of the number of cows as currently is experi-
enced. For example, if you currently have 100 cows and 60 heifers and
herd size is increased to 150, number of heifers will likely increase
by 30 head.
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Section IVB. Tree and Vine Information

This section is used to analyze an investwent o establish and develop an
orchard or vineyard. (If you are considering investment in an existing orchard or
vineyard, use Section II). Up to two separate varieties or types of plantings may
be considered simultanecusiy. Acreage of the same variety or type of planting may
be established in any or all of years 0, 1, 2 and 3. Estabiishment costs must be
capitalized but development costs after the initial gstablishment may be either
expensed or capitalized. '

ld4a. Enter 1 to expense or 2 to capitalize deveiopment cosis for variety or
type of planting A. If capitalized, developmeni costs will be
recovered as depreciation beginning in the first year that the ovrchard
or vineyvard produces income.

14b. Enter 1 to expense or 2 to capitaiize development costs for variety or
type of planting B.

idc. Enter the ACRS recovery option (see line 3a) for variety or planting A.
14d. Enter the ACRS recovery option {see line 3a} for variety or planting B.
15a. Enter acres of variety or planting A to be established in year 0.

15b.-15d. Enter acres of variety or planting A to be established in years 1, 2,
and 3.

16a. Enter land value per acre in $100. If the orchard or vineyard is
being established on land that is currently owned (not part of the
investment) enter the per acve value of that land in 1ts current con-
dition. This value iz used to refiect the fact that use of this land
for orchard or vineyard will result in a loss of any net revenue that
would have been generated by the land without the investment, i.e., in
the production of corn, hay or other crops. The amount of the loss is
estimated by treating the value of the land as an input that is
returned at the end of the planning period. Effectively the rate of
loss is equal to the discount rate.

De not enter a value on this line if the land on which the orchard or

vineyard is to be established is purchased as part of the invesiment
and is entered on lines 21-26.

16b. Enter injtial establishment costs (trees or vines and cost of plant-
ing) in $100 per acre. Establishment costs include the cosis that the
Internal Revenue Service requires to be capitalized rather than
expensed. FEstablishment costs are assumed to occur at the beginning
of the year of establishment.

Note: Unless taxable income is expected to be Tow in the first few
years after establishment, it is suggested that costs of trellises be
entered in Section 11 because these costs can be depreciated stariing
in the year of construction rather than waiting until the orchard or
vineyard comes into production.

16c. Enter development costs per acre that will occur during the first year
after establishment. Development costs are costs which occur after



16d.
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initial establishment that may be either capitalized or expensed for
income tax purposes. Development costs during the first year are
assumed 0 occur at the end of the year.

Enter development costs per acre that will occur during the second
year after establishment.

Enter development costs per acre that will occur during the 3rd, 4th
and 5th year.

Enter the expected terminal value of the trees or vines at the end of
the ptanning period in year 0 prices. Do not include the value of the
land. This can be estimated as the value of the Tand with the trees
or vines minus the value of similar land without trees or vines.

These 1ines are comparable to Tines 15a.-17d. but are for variety or
type of planting B.

Land Investment

A1l Tand or other non-depreciable real estate should be entered in this
section. Space is provided for three separate land investments. If more than
three parcels are purchased they should be grouped by year of purchase for entry.

2la.
21b.

22,

23a.-24,

25&. -260

‘Section VI.

Enter the year that land item or group A will be purchased.

Enter the total cost of land item or group A. Total cost should
include all transfer costs and taxes involved in the purchase,

Enter the terminal value of land item or group A excluding any effect
of general inflation on land values. This value should include any
appreciation in land value due to location relative to popuiation
expansion centers or improvement in the quality of the land over the
planning period. Any change in value due to general increases in the
price level should be excluded. If inflation is included in the
analysis, the terminal value will be inflated by the computer.

These 1ines correspond exactly with lines 21a.-2? except that they
apply to Tand item or group B.

These Tines correspond exactly with lines 213,22 except that they
apply to land {tem or group C.

Income Tax and Cost of Capital Information

27a.

Enter the before-tax cost of capital relevant to the owners of the
business for which the investment is being made. The cost of capital
should reflect the rate of return that could be earned if the money
required to make this investment were not used for this investment but
were invested in the alternative providing the highest return. For
most businesses the cost of capital can be estimated as the weighted
average of the rate of interest paid on borrowed capital and the rate
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of return that could be earned by equity capital in the best alterna-
tive investment, where the weights are the amount of debt and equity
capital after the investment {s made.

Enter the marginal Federal fax rate that would be paid 1f the invest-
ment were not made. For investment analysis, the program assumes that
the business is at the midpoint of Federal tax bracket indicated
{Table 6). The level of income and the State tax rate are estimated
from the Federal rate. If the income from the business is divided

among more than one family (person), the marginal tax rates for all
families {persons) should be averaged.

Enter the appropriate state code {New York = 31}. This is used to
indicate the appropriate state tax rates to use.

Indicate the number of tax families that wiil divide the net income
from the business. The model will assume that a1l additional income
generated by the investment is divided equally among the tax families.

Section VII. Prajetted Increase in Cash Flow

For dairy farm business investwents, the projected increase in cash flow
provided by the investment can be either entered in this section or estimated by
the computer program from entries in section YIII. For all other types of
investments, increased cash flows must be entered in this section.

In calculating cash flows on Vivestock farms, exclude from income the value
of calf and cull cow sales resulting from the investment. Exclude from the
expenses the value of purchased replacements resulting from the investment. Each
of these items is calculated by the model from data entered in Section IV A.

Ten different cash flow levels can be entered, with each level occurring in
as many consecutive years as desired. Cash flow entries must be made for each
year of the planning period. An entry of "0" on line 28 indicates to the com-
puter that cash flows will be estimated in sectiom VIII. The total number of
years for which cash flows are indicated on lines 28-37 must equal the planning
period on line 1. Orchard and vineyard investments with no cash infiows during
the development years will have zeros in 1ine 28a. and the number of years of
zero cash flows in 28b.

In estimating orchard and vineyard cash flows exciude the reduced cash flows
that result from the use of land, that is already owned, for trees and vines
instead of its former use.

28a.
28b.

29a.

Enter the before-tax net cash inflow level in dollars per year to be
received during the year or series of years.

Enter the number of years for which the first cash flow level will be
received.

Enter the second level of before-tax cash infiow in dollars to be
received per year.
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29b. Enter the number of years for which the second cash flow level will be
received.

30-37. Enter the dollar value of each successive cash flow level and the
number of years for which it is to be received.

Section YIII. Budget Projection Data

This section is 3 budget generator for projecting cash income and expenses
for dairy farm businesses. It cannot be used to project cash flows for other
types of farms. The budget generator operates on the assumption that a farmer's
past experience is a reasonable indicator of his expected performance in future
years. Thus, the data for a recent year, preferably the year immediately prior
to the one in which the investment is made, are used as a basis for estimating
the. income and expense levels that would occur if the investment {is made.

Data for the most recent year may need to be adjusted to develop appropriate

base year input. Data should be adjusted for any irregularities that occurred
during the year that are not expected o occur in future years.

Examples of such irreguiarities include:

(a) A feed bill carried over from the previous year that was
paid off.

{b} The expense for a fertilizer purchase that is normally
made in December but was delayed until the next year.

{(c) Above normal corn yields that resulted in a below normal
fead bil1.

(d) Lime expense for permanent pasture that is made only every
four years.

(e} A réduced Tabor bill because son John was laid-off from his job
in town and worked for nothing on the famm during May and June.

(f}) Corn was grown but not harvested resulting in a higher than
normal feed biil.

The model assumes that the base year experience is what would occur in
future years if the investment were not made. Use of a 1ist of base year data
adjustments and budget assumptions will assist in interpreting results generated.

38-48b. Enter all cash operating expenses for the base year. It is sug-
gested that these items be added up and the total checked against

total expenses for the year to be sure that all cash expenses are
included in one of the categories.

49-51b. Enter all cash operating income for the base year. It is sug-
gested that these 1tems be added up and checked against total
cash receipts for the year to be sure that all cash income is
included in one of the categories.
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61b.
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63a.

63b.

21

Enter the amount that is expected to be paid for hired labor in the
fifth year {in year 0 dollars}. The value of assumption 11 determines
whether the increase to this level occurs all in one year or is pro-
porticnal to the increase in cow numbers.

Enter the number of acres of corn {silage and grain) grown in the base
year.

Note: A "0" must be entered on every line for Tines 53 thru 60 if no
other entry is required.

Enter the number of acres of corn {silage and grain) to be grown in
the year indicated.

Enter the number of acres of hay crops grown in the base year. Hay
crops include hay, hay crop sitage, annuals (other than corn} that
were ensiled or pastured and cropland pasture.

Enter the acres of hay crops to be grown in the year indicated.

Enter the acres of feed crops other than hay crops and corn that were

grown in the base year. Other feed crops include such crops as ocats,
barley, rye and grain sorghum.

Enter the acres of other feed crops to be grown in the year indicated.

Enter the acres of non-feed crops grown in the base year. Non-feed
crops include all crops that are not or cannot be fed to livestock.
Examples include vegetables, wheat and soybeans. If wheat or soybeans
are used for feed, they should be included in other feed crops in
Tines 57 and 58.

Enter the acres of non-feed crops to be grown in the year indicated.

Enter the percent of total crop sales entered on line 51 that resulted
from the saie of non-feed crops grown in the base year on acreage
indicated in Vine 5%a.

Enter the market value of land and buildings owned by the business in
the base year. This number is used in estimating taxes, insurance,
and building and fence repair costs.

Enter the average pounds of mitk sold per cow during the base year.

Enter the average number of cows on hand during the base vear. This
number can differ from the number indicated on line 14a (section IV A}
when the base vear is not last year or when an unusual number of
animals have recently been added to the herd.

Enter the number of acres of additional cropland that will be rented
if the investment is made. If no additional cropland is to be rented,
enter "G00".

Enter the number of the first year in which the cropland is to be
rented. Rental must start in one of the first five years of the
planning period.



@ P

63c. Enter the rental rate (dollars per acre), that is to be paid
for the cropland to be rented. Even if rental is not to start
in the first year, the value entered should be in year zero
dollars. If values are to be inflated, the model will calcu-
Tate the actual rate for each year.

Section IX. Financial Feasibility

Data required to calculate the financial feasibility of the investment are
entered in this section. Financial feasibility can be considered at two levels:

(1} The financial feasibility of the business including the investment can
be assessed. In this case the model evaluates the ability of the
business, including the new investment, to meet the payments on all
debt {old and new) that would be outstanding. To conduct this type of
analysis information must be provided for all of Section IX {lines 64
through 84).

(2) The financial feasibility of the investment by itself can be assessed.
That is, the model can evaluate whether the investment, by itself, will
generate sufficient cash flow to make the debt payments. In this case
the only financial information that is entered in this section is that
pertaining to the investment itself. Current outstanding debt is
omitted (lines 68-77 are blank}, 1ines 80 through 84 are left blank and
assumption 125 must be set at 1 {in section X of the input form).

If financial feasibility of the investment alone is being done as an adjusted
analysis, setting assumption 125 to 1.0 will automaticaliy delete any entries in
Tines 68 through 77 and 80 through 84. If the user wishes to include changes in
living expenses {increases or decreases) resul ting from the added investment,
this can be done by entering the value for line 843 in Section X after setting
assumption 125 to 1.0.

In either situation, financial feasibility calculations are made for the first
five years of an investment proposal.

A. Credit Terms Available

Enter the credit terms that will be obtained for the different sources
or types of credit that will be used at the time and after the investment is
made. If two different lenders offer the same terms, enter these terms only
once. Entry of Tender name and checking whether the terms listed are for
real estate or non-real estate frequently simplifies data entry, but these
data are not entered in the computer.

64a. Enter the number of years allowad for repayment of the loan under
credit terms 1.

64b. Enter the annual interest rate charged with credit terms I. Interest
rate is entered as a percent. For example, a rate of 16.5 percent is
entered as 1 6. 5. If a variable interest rate s charged, indicate
the initial contract rate.

64c. Indicate the type of repayment plan to be used with credit terms I. If
the total amount of each payment, including principal and interest, is
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constant, enter 0. If each payment includes a constant principal payment
plus interest on the cutstanding balance (principal is constant and
interest payments decline as payments are made), enter 1.

64d. Enter the number of payments to be made each year under credit terws I.
Enter zero 1f payments ave wmonthly. '

65a-65d, These lines correspond exactly to iines 68a-64d except that they apply to

the second set of credit terms: credit terms II.

66a-66d. These lines correspond exactly to lines 64a-64d except that they apply to

the third set of credit terms: credit terms [1IL

67a-67d. These lines correspond exactly to lines 64a-64d except that they apply

BB

to the fourth set of credit terms: credit terms IV. .

Current Debt Cutstanding

A1l current cutstanding debt should be entered here. There is space for
five different loans. If move than five Joans exist, aggregate loans with
similar repayment pericd and interest rate. To aggregate loamns with simitar
terms add the original amounts and then use the average interest rate,
repayment pericd and original repayment characteristics. If you are
considering financial feasibility of the Tnvestment alone, j.e., excluding any
cash flows from the rest of the business, 1ines 68-77 can be skipped. MNote:
Assumption 125 must be set to "1" to do this.

68a. Enter either (1) the original principal balance of the Toan or (2) the
amount of each payment for Toam A. If the amount of each payment is
entered, enter the principal plus interest payment for even total
payment loans and the amount of principal only for ioans where the
amount of principal paid on each payment date is constant but the
interest payment declines.

68b. Enter a zero if the amount enteved on Tine 68a is the loan payment.
Enter 1 if the amount entered on Vine 63a is the original principal.

§8c. Enter the number of payments made per year on loan A. If monthly
payments are made, enter zero.

68d. Enter the number of years between the time loan A was taken out and the
date the investment is to be made. For example, if the investment is
to he made in March of 1985 and loan A was initiated in September of
1982, enter 2.5.

69a. Enter the original term of loan A measured in years.

69b. Indicate the type of repayment plan used with loan A. If the total
amount of each payment, including principal and interest, is constant,
enter 0. If each payment includes a constant principal payment plus
interest on the outstanding balance {principal is constant and the
interest amount declines as payments are made), enter 1.
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Enter the interest rate on loan A. For example, if the interest rate is
15 3/4 percent, enter 15.75. '

Refinancing of existing loans is frequently a part of a major capital
investment. The year in which refinancing occurs is indicated in 1ine
78. If loan A can be refinanced, enter 1; otherwise enter zerg. The
types of Toans most likely not to be refinanced are those where the
lender places restriction on early repayment and those where credit terms
are so favorable that the farmer does net want the loan refinanced.

Indicate the credit terms to be used when loan A is refinanced. One of
the sets of credit terms identified in lines 64-67 must be used., FEnter
the number of the credit terms to be used. That is, if the set of
credit terms described in line 67 {credit terms IV) are to be used,
enter 4 on this Tine. If vou have indicated in line 69d that the 1tem
will not be refinanced, Teave this line blank.

These lines correspond exactly to Yines 68a-69e except that they apply
to ioan B,

These.1ines correspond exactly to 1ines 68a-6% except that they apply
to Toan C. ’

These lines correspond exactly to 1ines 68a-6%e except that they apply
to loan D.

These lines correspond exactly to lines 68a-6%e except that they apply
to Toan E.

Financial Feasibility Information

Indicate the years in which refinancing will occur., This 1s accomp-
iished by entering a 1 on the line corresponding to the year of re-
financing. If this line is left blank, refinancing wil occur only at
the time the original investment is made {year 0). Entering a zerc in
year O, and any other year will prohibit refinancing in that year. For
any 1oan that is not to be refinanced as indicated in the loan descrip-
tion (Tines 68-78), the existing repayment schedule will be continued.
Allowing no refinancing (1ine 78a=0) will result in continuing alil
existing loan payments and initiating new loans only for items pur-
chased as part of the investment. For analysis I of any problem it is
suggested that either no refinancing be allowed or that refinancing be
allowed only in year 0.

The existing machinery inventory {excluding the new investment) must be
maintained ?rep?aced). The amount spent each year to maintain {re-
place) that machinery {s indicated on line 80a. This replacement
machinery is financed at the terms indicated in line 79e. These debts
may be refinanced once to reduce the payment required or may be
refinanced each year to slow the rate at which these payments increase.
Enter the number of the year in which refinancing is to take place or
enter 99 to allow refinancing in each year. It is recommended that this

line be set at zero for the first analysis.
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Indicate the credit terms to be used in financing purchase of

investment items identified on lines 2 through 26. Enter the number of
the credit terms to be used as described in Tines 64 through 67. If an
item is to be financed from cash on hand enter 5. S3eparate credit

terms can be indicated for each building and Yand item. HNHowever ail

7%e.

a0a.

Table 2,

machinery must be financed with the same credit terms. Similarly only
one set of credit terms can be used for all livestock oy ail trees and
vines. If refinancing is conducted in a year after an investment is
made, the same credit terms will be used; the remaining principal
balance will be refinanced using the years in the original repayment

period with the same payment freguency and interest rate.

Indicate the credit terms %o be used in financing replacement of
existing equipment. Do not use credit terms 5, financing from equity.

Note:; If you are censidering financial feasibility of the investment
alone, skip lines 80-83, B4b and Bdc.

Enter the average amount {in thousands of dollars) that will be spent
to replace existing machinery in fubure years. This is the average
amount that will be required to replace the current machinery inven-
tory. 1t should not include fuiure investments vequired for expansion
or improvement of the quality of machinery used. Do not include
replacement of items purchased as part of the investment. The value
entered should be in year 0 dollars; do not allow for eapected
inflation. 1f inflation is used in the model, this value will he
inflated by the value listed in assumption 07.

For a farm where the machinery inventory has been stable for the past
few years, the average new machinery purchases for these years 1s
usually a good estimate of future replacement requirements.

This amount can also be estimated by multipiying the appropriate value
from table 2 by the market value of the current machinery inventory.
In selecting the appropriate value from table Z pe sure that the
percent market value at time of trade-in represents the value of the
item being traded in, at the time 1% is traded in, as & percent of the
price of the replacement item. ‘or exampie, asseme a tractor is pur-
chased in 1975 for $50.000. If that machine 1s traded for a similar
tractor in 1985 that would cost $100,000 when purchased outright and
the dealer allows $40,000 trade-in value towards purchase of the new
one, the appropriate percent to use in table Z 15 40 {not 80}. Also

ANMUAL INVESTMENT REQUIRED TO MAINTAIN MACHINERY INVENTORY

Average Life Market Value at Time of Trade-in as Percent

of Farm

of Repiacement Cost

Machinery 10 20 au 44

W~y

cemee=% 0f current market value of machinery--e--
33 27 22 ' i7
27 22 : 18 14
23 i9 15 12
20 17 13 11
18 ib iz 10
16 13 il 8
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the average life used should be the weighted average life with the new
value of machinery used as weights. Then, in estimating the average
Tife, give more weight to the Tife of the items with highest new

value. Additional information on estimating machinery replacement can be
obtained from Department of Agricultural Economics Research Bulletin
81-29.

Enter the average amount of machinery, building and livestock deprecia-
tion that will be taken for tax purposes if the investment is not made.
The amount of depreciation taken last year will frequently provide a
good estimate of this value, but may need to be adjusted downward if an
important item will be completely depreciated within the next year or
two. The value entered on this 1ine is used only for calculating
income taxes for the financial feasibility portion of the model. Thus,
it is most important that this value be correct for the first few years
after the investment is made.

This value is entered only if the budget generator is not used. Enter
the expected annual net cash flow that will be received if the invest-
ment is not made. This is calculated as total cash receipts minus
minus all cash expenses except interest. This can be estimated from
last year's records adjusted for any production or price peculiarities
that occured Tast year. This item i5 used only for estimating cash
flow in the financial feasibility section of the model.

This value is entered only if the budget generator is not used. FEnter
the amount {in thousands of dollars) of income that will be received,

if the investment is not made, that qualifies for capital gain treat-

ment. This is the amount of income used in calculating net cash fiow

for 1ine 8la that qualifies for capital gain treatment.

Enter the amount {in thousands of doliars) of federal investment tax
credit that has been earned but not used and, thus, can be carried for-
ward for future use. The model assumes that the investment credit has
been earned uniformly over the last 7 years. It is used before any new
investment credit is used but will be lost if not used within 15 years
of the date earned.

Enter the amount of state investment tax credit {thousands of dollars)
that has been earned but not used. State Investment tax credit will be
carried forward indefinitely until used to offset state taxes.

Enter the annual average net amount of Federal Investment Tax Credit
that will be earned if the investment is not made without consideration
for whether or when it will be used, Any expected recapture should be
subtracted. This can be estimated as the average machinery investment
{as estimated for line 80a) times the ITC rate {10%}, plus the average
dairy cattle replacement purchase times 6% or 8% depending on whether
the average period a cow stays in the herd is 3 years or 4 years, re-
spectively (Cattle qualify for 10% investment tax credit but some s
recaptured when animals are sold before being held for 5 years). The °
value should be entered in year zerc dollars. If the inflation section
of the model is used ITC witl be inflated using assumption 07.
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83b. Enter the annual average amount of 5tate investment tax credit that
will be earned by the business if the investment is not made. Enter
the amount that will be earned without consideration for when oy
whether it will be used. Estimating procedures similar to those used
for estimating federal investment tax credit (1ine 83a) can be used by
substituting the state ITC rate for the federal rate. Enter the value
in year O doilars. If {tems are being inflated by the model, this
value will be inflated using assumption 07.

84a, Enter the amount of cash required for all Viving expenses (in thousands
of dollars} except income taxes but inciuding Social Security taxes.
This should reflect the amount of cash reguired by the family or
families operating the business. Living expenses should be excluded
for anyone who receives a salary that {s included in Jabor expenses in
the budget generator or in the cash flows entered in Tines 28-37. The
value entered must be in year zerp dollars. These costs will be in-
flated using assumption 134. [If financial feasibility of the invest-
ment by itself is being considered, Bda normally will be blank because
the added investment will not affect living expenses. If 1iving ex-
penses will increase because of the investment, the amount of the
increase is entered on 1ine &4a.

84b, Enter the expected annual nonfarm income {in thousands of dollars}.
This should include only nonfarm income not included in line Bla.
Usually all monfarm income will be entered here although any nonfarm
income that qualifies for capital gain treatment should be included in
line 81 if the budget generator is not used. Enter the value in year
zero dolTars. The value entered will be inflated using assumption 136,

84c. Ent$r the average number of tax exemptions per tax family operating the
usiness.

Section X. Modification of Assumplions

A number of coefficients are used by the model in making its celculations.
Those coefficients that are 1ikely to be similar for a number of different farm
situations are stored in the computer and called assumptions. A 1ist indicating
the value assumed for each of the assumptions used in this program is presented
in Tabie 1. Table 1 is presented cn pages 3 thru 10 to make it easy %0 find. If
any of the values assumed by the model are inappropriate for the situation being
considered, these values can be replaced with more appropriate values.

Replacement of values assumed by the model! is accomplished by making entries
in lines 85 through 99 (or Tine 98 if 99 is used to indicate 1ine numbers for
adjusted analyses}. On the "a" part of the line [i.e., 85a) enter the new value
that is to replace the assumed value. On the "b" part of the Tine enter the
assumption code which identifies that assumption. On the input 1ine following
the last assumpiion modification enter zero {unless the modification fills Tine
99}, If no assumptions are to be modified, enter a zero on line 85.

For example, 1f the price of calves is expected to be 20 percent of the cull
cow price (assumption 01) instead of the 12 percent assumed by the model, the 12
percent can be replaced by 20 percent by making the foliowing entry on line 85,
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85 a. Assumption value desired 59, 28010 1§
b. Assumption code

Any Tine in Section X can be used to change any of the assumptions as Teng as all
previcus lines are used.

ADJUSTED AMALYSES

Most investment decisions will require one or more adjusted analyses. An
adjusted analysis is made by going through the input lines and entering new
values in the analysis 2 column for each input line in which change is required.
If any part of a line is changed, the entire line must be entered in the analysis
2 column. Lines that are not to be altered are not re-entered. For example, if
an analysis had been using a 10 percent cost of capital and there was some
uncertainty about whether the true rate might be 12 percent, an adjusted analysis
should be run. This would be done by entering 1222 3 11 in Vine 27 of the
analysis 2 column in place of the original 1 0 Z 7 T T T Which appears in column
1. For batch operation, the 1ine numbers for all 1Tnes that were changed are
then entered in numerical order on line 99. In our example, 2 7 0 0 would be
entered on line 99. Any number of adjusted analyses can be von. —

If the program s run interactively, the computer will ask for the Tine
numbers o be changed and the new values to be used if an adjusted analysis is
required.

It is important to remember that each adjusted analysis builds on the
previous one. Thus, if the farmer in the above example also wanted to know the
effect of a reduction in his cash flow estimates From $12000 per year to $11000
per year, he could do this by entering the new value {(say 011000 10) in
line 28 for the third analysis and 2 8090 4n line 99, However, it he did
this, the third analysis would use the 17 percent cost of capital used in the
second analysis. If it is desired that the 10 percent rate be used in analysis
3, the original values for Vine 27 must be reentered in column 3. In this case
line 99 will read 2 72 8 0 0. :

There are at least two important cases where adjusted analyses should be
used. The first 15 where the true value of an input coefficient is in doubt.
The appropriate procedure in this instance is to use the best estimate of the
correct value in the first analysis and then run an adjusted analysis with the
coefficient set at the other value or values it may take. This procedure is
itlustrated in the above paragraph.

A second case is where a different combination of investment items is to be
considered. For example, a farmer might consider increasing his herd size by
only 50 cows instead of 75, or using a smaller combine and accepting higher
losses and labor costs.

In analyzing any problem 1t is important that significant effort be made to
anticipate all alternatives that should be comsidered. Only if this 1s done will
a satisfactory answer to a real problem be possible with one set of analyses by
the computer,
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EXPLANATION OF QUTPUT

{See examples on pages 71 and 97)

Investment analysis results

1.

3.1.

3.2.

NET PRESENT VALUE OF THE IMYESTMENT is the economic return i discounted
dollars, over the planning period, if the investment is made. This is the
number of dollars that, if received ioday, would be aguivalent to the net
income above all costs generated by the investmeni over the entire planning
period. This is calculated as the sum of {1} total of the present vatue of
after-tax net cash flows, {2} present value of after-tax terminal value of
all investments, and {3} present value of investment tax credit, less
present value of investment tax credit recapture, minus {4} the total of the
present value of all investwent outlays. 1 this value is positive, the
investment is expected to be a profitable one and it should be given serious
consideration.l/ However, it should be stressed that the answers are
dependent upon the input vaiues entered and, therefore, the guality of any
answer is only as good as the data entered {garbage in - garbage out).

PERCENT AFTER-TAX COST OF CAPITAL is the discount vate used in calculating
the net present value of after-tax cash flows. An after-tax cost of capital
is used to reflect the fact that any return on invested capital will be
taxed, and thus the return given up by investing the money in this invest-
ment rather than another is less than the before-tax return by the amount of
that return that would be paid in taxes.

The after-tax cost of capital is calculated as the before-tax cost of capi-
tal multipiied by one minus the tex raie expressed in deciwal form. That
s, if the tax rate is 40 percent and the before-tax cost of capital is 10
percent, the after-tax cost of capital is & percent or 10 multiplied by
(1-.4). The tax rate used in this case is the average lax rate paid on the
additional income generated by the ipvestment.

BEFORE-TAX CASH FLOW is the total net cash inflow to the business resulting
from the investment being considered. When the projected cash flows are en-
tered on lines 28-37, {the budget generator 1s not used}, the before-tax
cash flow for each year is calculated &s the vaiue entered on linas 28-37
plus livestock sales (cull cow and calf sales) generated by the fnvesiment.
if the budget generator is used, before-tax cash flow is the estimated net
income with the investment minus the net income from the business if the
{nvestment were not made {base year income, adiusted for inflation when
applicabiel.

DEPRECIATION is the total depreciation {cost recovery) to be taken for all

jtems included in the investment. To cajculate cost recovery the computer

develops a schedule for each investment and then sums the cost recovery for
all items for each year. No cost recovery is taken in the year of disposal
of an item. _

The basis used to calculate depreciation 1s the amount paid minus half of
the federal investment tax credit taken. If assumption 127 is changed to 1

1For a detailed explanation of the net present value method see Casler, G.L.,

B.L.

Anderson and R.D. Aplin, Capital investment Analysis: Using Discounted

Cash Flows, Grid, Inc., 1984.
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the basis is not reduced in calculating depreciation but the investment tax
tax credit percentage taken is reduced by the amount indicated in assumption
128.

TRXABLE INCOME is the increase in taxable income resulting from the
investment. It is calculated as the before-tax cash flow minus depreciation
with five adjustments. The first adjustment reduces taxable income to reflect
capital gain treatment of some livestock sales. This is accomplished by
subtracting from before-tax cash flow the federal capital gain deduction
{assumption 132) on income from the sale of raised livestock counted as part
of the investment and raised replacements resulting from the investment.
Animals purchased as yearlings are not considered to be raised animals.

For the second adjustment the undepreciated balance on purchased cows that are
sold is subtracted from taxable income. This accounts for {1) tax loss sus-
tained as a result of the sale and (2) the return of investment capital, which
1s not taxabie. Tax losses result when an animal is sold for less than the
undepreciated balance on the animal. In example B {Table 3) a tax loss of
$350 is incurred. The amount of the sale price of an animal that represents
depreciation which has not been taken is return of capital and is nontaxable.
Thus, it must be subtracted from before-tax cash income calculated above,
which includes the total value of animals sold. The return of capital is $200
in example A and $250 in example B {Table 3). Since the sum of the tax loss
and the invested capital returned always eguals the undepreciated balance,
both of these factors are allowed for by subtracting the undepreciated balance
from taxabie income.

Table 3: Example Situations With Sale of Purchased Animals

Example
Value A B C
Purchase price 1,000 1,000 1,000
Sale {cull) price 500 250 1,500
Depreciation taken 800 400 _ 800
Undepr. balance 200 600 200

The third adjustment reduces taxable fncome by the amount of the sales value
of each cow purchased as part of the investment that is excluded fromw
taxation because it qualifies for capital gain treatment. That portion of
the sales price of an animal that exceeds the original purchase price {$500
in example C) is capital gain income. The amount of the capital gain income
to be subtracted from taxable income 1s determined using assumption 132.

For the fourth adjustment, taxable income is reduced to reflect appropriate
tax treatment of income from the sale of animals that were originally pur-

chased as yearlings. This is accomplished by applying the same adjustment

to these animal sales as is indicated in adjustments 2 and 3 for purchased

Cous.

The fifth adjustment modifies taxable income to reflect appropriate tax
treatment of income from the sale of purchased replacements required as part
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of the investment (to replace cows and yeariings purchased as part of the
investment). This is accomplished by applying the same adjustment for these
animal sales as is indicated in adjusiments 2 and 3 for purchased cows,

TAX is the smount of federal and state tax. To calculate personal incowme
taxes, the marginal federal tax bracket entered on line 27 4s used to indicate
the level of income if the investment is not made. Specifically, the level of
income at the middle of the federal tax bracket indicated is used as the

base. That base income is adjusted upward to get the level of income that
would have been necessary in order for the taxpayer to have pald federal taxes
on that base income after subtracting state income taxes (itemized deductions
are assumed). Using the income thus calculated, the increase in state income
tax that would be paid on the increased income is determined using the
marginal tax rates ia Table 1. The caleculated state income tax s then
subtracted from the increase in taxable income and the increase in federal tax
is calculated on the remainder using the marginal rates from Table 6, If more
than one operator is involved in the business, the taxable income is divided
by the number of tax families before state and federal income taxes are
calculated. Afiter state and federal income taxes are calculated they are
meltiplied by the number of tax families. Total tax printed out as part of
the results of each analysis it the sum of state and Tederal income taxes.

AFTER-TAY CASH FLOW 1s the Sefore-Tax Cash Flow explained in section 3.1
minus the increased taxes that would be pald.

PRESENT VALUE is the present value of the afier-iax cash flows. It is the
value in today's dollars of the cash flows generated during each year of the
planning period, after adjusting for the taxes that would be paid on that
increased income. The "present value" for each year is calculated by dis-
counting the after-tax cash fiow received in that year with the after-tax
cost of capital.

TOTAL PRESENT YALUE is the arithmetic sum of the present value of after-tax
cash Flows for all the years of the pianning period.

INVESTMENTS (OUTLAYS) are printed only for years in which thers are one or
more investments. Purchases that are required to replace part of the in-
vestment are included.

BUILDING, EQUIPMENT and LAND outlays indicate the amount of investment made
each year to purchase and/or replace investment items indicated in the
{nput.

CATTLE ocutlays are divided into two parts, {1} invesiment in purchased
cattle, including the initial investment and replacements for the increased
herd size, and (2) the value of raised animals that are gart of the
investment. The value of purchased cattie in any year is the pumber of
animals purchased that year multiplied by the purchase price per head.

The model assumes that for every cow increase in herd size one additional
animal must be purchased or an extra raised animal added to the herd. Thug,
the number of raised animals that must be included as part of the investiment
is calculated for each year as the increase in herd size minus the number of
purchased animais. The value of these raised animals 1s calculated as the
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number of animals muitipiied by the purchase price per head for purchased

animals times the percent that the price of raised animals is of purchased
animals {assumption 58).

Cattle outlays also include investment required for yeariings added at the
time herd size is increased. The value of yearlings is calculated as the
number of yearlings purchased or raised multiplied by the respective price for
each (see assumptions 56 and 58},

The number of replacements required to replace the increase in herd size is
calculated from the total increase 1n herd size (up to the year for which
calculations are being made) and the culling rate, and rounded to the nearest
whole animal. This does not include any replacements that have been or may
have to be purchased for the existing herd. The number of replacements to be
purchased is then determined using input line 18c. The value of purchased
replacements is the same as the cost of animals added as part of the
investment.

The value of all replacements purchased over the life of the investment are
included. The value of raised replacements are included through the various
operating cost items (feed, vet, ivestock expense, etc.) inciuded in the cash
flows entered or calculated by the budget generator.

The number of yearlings required is equal to the number of raised
replacements that will be required in the year after herd size is increased
(total replacements required minus the number to be purchased as calculated
abovel. The proportion of the yearlings that will be purchased 1s indicated
by assumption 57.

ORCHARD-VINEYARD outlays ave divided into two parts {1) TREES-VINES and (2)
LAND. The outlay for trees or vines {s the establishment cost per acre
times the acres established in that year plus development costs per acre
that are capitalized times the acres for which development costs are capita-
Tized.

The outlays for land are the Tand values per acre from lines 16a. and 19a.
times acres established each year. This land investment actually represents
a Yand "committment” rather than investment since it is not a new
investment.

TOTAL investment or outiay for each year is the sum of all buildings, equip-
ment, purchased cattle, raised cattlie, orchard-vineyard and land investments
made in that year. '

The PRESENT VALUE column indicates the present value of total investments or
outiays for each year. This is the economic cost in year O dollars of the
investment made in each year of the planning period. These values are
calculated by discounting the total investment for each year by the after-
tax cost of capital.

TOTAL present value is the sum of the present value of the total investment
for all of the years of the planning period,

TERMINAL VALUE BEFORE-TAX indicates the remaining value of all the items in
each of the investment categories (buildings, equipment, cattie, orchard-vine-
yards and Tand) at the end of the planning period. For buildings and equip-
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ment this is the total of the remaining value that each item would have at the
end of the planmning period 1f it had been depreciated using the straight-line
method and the salvage percent indicated in the {nput for that item, The
before tax terminal value of cattle is the increase in herd size muitiplied by
the value per cow at the end of the planning period indicated on Tine 20a,
plus the increase in heifer numbers multiplied by the average value per heifer
at the end of the planning period from }ipe 20b. The terminal value of Tand
is the sum of the terminal values for each of the land purchases indicated as
part of the input.

TERMINAL VALUE AFTER-TAX is the value of the fnvestment at the end of the
planning period minus taxes that would be paid if those {tems were so0ld at the
end of the planning peried.

Taxable gain on buildings and equipment is the difference between the terminal
value before tax and the unrecovered cost computed with the cost recovery
option requested by the user. The gain is taxed as ordinary income. The
amount by which the terminal value of land exceeds its cost is taxable. Since
the income i{s taxable as capital gains, (1 - assumption 132} percent of the
increase in value {5 multiplied by the tax rate. The tax thus calculated is
then subtracted from the before-tax terminal value of Tand to get the
after-tax terminal value.

The taxable income generated by the sale of cattle is calculated as {1 -
assumption 132) percent of the value of raised animals plus the taxable
income from the sale of animals that were purchased. The vaiue of raised
animals is the total increase in the value of the herd minus the vaiue of
animals purchased in the last "X" years where "yt {e the average number of
years to replacement for purchased cows. This is calculated as one divided
by the culling rate. Taxable income from the sale of purchased animals fis
the difference between the undepreciated balance for those animals purchased
in the last "X" years and their termipnal value, divided between capital gain
and ordinary income as appropriate. The taxable income is multipiied by the
tax rate and the resulting tax subtracted from the before-tax terminal value
to get the after-tax terminal value of cattle.

For hoth cattle and land, the tax rate used {s the average marginal rate
paid on increased income resulting from the investment. This is the same
rate that s used in calculating the after-tax cost of capital.

PRESENT VALUE of the after-tax terminal value of investments indicates the
value in year zero dallars of the money that would he received if the items
purchased as part of the i{nvestment were sold and the reguired taxes paid on
the gain from the sale. While these items may or may not be sold at the end
of the planning period, the increased value represents gain on which taxes
will have to be paid sometime. The present value of the after-tax sale
value of these items 1s likely a good approximation of the remaining value
of investment items regardiess of when they are sold.

INVESTMENT TAX CREDIT 4s the amount of investment tax credit that would be
earned if the investment were made. This includes both federal and state
investment credit. Information is printed out for years in which investment

credit is earned. Recapture of investment credit is subtracted to obtain
net investment credit.

PRESENT VALUE OF IMVESTMENT TAX CREDIT is the value of the net investment
tax credit earned by the investment in terms of year zero dollars, This is
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the value of the investment tax credit after discounting at the after-tax cost

of capital. 1In calculating this value it is assumed that the tax credit is
used in the year it is earned.

Two types of budget information may be printed out. When the budget generator
1s not used, the budget information includes only the livestock or orchard and
vineyard information genersted by the model and a cash flow summary. This is
explained in 6.1 below. When the budget generator is used the complete
budgets for the first five years of the investment are printed out. This is
explained in section 6.2 below.

Budget generator not used

LIVESTOCK SALES indicates the increase in cull cow and calf sales resulting
from the increase in herd size due to investment, The increase in number
of cows sold is the number of piurchased cows, purchased yearlings, and
purchased replacements as well as raised cows and yearlings, which are part
of the investment, that are culled. The value of the additional COWS
culled is calculated as the number culled multiplied by the price indicated
on input line 17c.

Increase in calves sold s calculated using assumption 02 and the increase
in herd size, and is not rounded to the nearest whole animal. The value
of calves is determined from assumption 01 and the cull price entered on
Tine 17c. '

EXPENSED DEVELOPMEHT costs indicates the amount of development costs that
were expensed, rather than capitalized, as reguested by the user,

- INPUT CASH FLOWS 1s the Tevel of cash flows entered on 1ines 28 through 38.

- INCREASE IN CASH FLOW is the total increase in cash flow resulting from
the investment. For investments including Tivestock 1t is calculated as
the input cash flow plus Tivestock sales. For orchard and vinevard invest-
ments, it s the input cash flow less expensed development costs. Increase
in cash flow is the before-tax cash flow used in section 3.1 above.

Budget generator used

. When the budget generator 15 used, values for all income and expense
categories are printed oul for each of the first five years of the in-
vestment. The method used to estimate each of the income and expense
items s indicated in the section entitled Method of Estimating Cash Flow
Values for Dairy Budget Generator, beginning on page 44,

- INCREASE IMN CASH FLOW indicates the amount that net income is increased
by the investment over what 1t would be with the base year business under
the same price, cost and inflation conditions. Under conditions of zero
inflation, increase in cash flow is the difference between base year net
income and budgeted vear net income, However, if a positive rate of in-
flation s assumed, increase in cash flow is the budgeted year net income
minus base year net income calculated with the inflated prices and costs
appropriate for the budgeted year. Increase in cash flow 1s the before-
tax cash flow used in section 3.1 above.

The Financial Feasibility Analysis can be conducted at two levels:
(1) for the complete farm business or (2) for the investment only and is
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printed for the first five years. If the analysis is conducted for the
complete farm business, the heading for this section reads:

FINANCIAL FEASIBILITY AMNALYSIS: COMPLETE FARM BUSINESS

1f financial feasibility relates only to the investment itself and the cash

flows generated by that investment, the heading for this section reads:

FINANCIAL FEASIBILITY ANALYSIS: INVESTMENT ONLY

FINANCIAL FEASIBILITY ANALYSIS: COMPLETE FARM BUSINESS

7.1.0

7.1.1

7.1.2

This analysis assesses the ability of the complete farm business includ-
ing the proposed investment to make all of the debi payments that the
business will have after the investment is made., Financial feasibility for
the complete farm business is obtained by leaving assumption 125 at its
assumed value of 0.

BEFORE TAX CASH FLOW is the total net cash income for the business. This
is the total amount of cash generated for payment of income taxes, family
living, cash investment and debt paymenis.

If the budget generator is used, this is calculated as the NET INCOME for
the complete business from section 6 of the output (Budget) plus any non-
farm income indicated in input line 84b. If the budget generator is not
used the BEFORE TAX CASH FLOW is the sum of (1) the cash income generated
by the investment, 1isted as BEFORE TAX CASH FLOW in output section 3, {2}
the annual net cash flow generated by the business without the investment,
1nd%$ateg4gn Tine 81la of the input form and {3) nonfarm income, indicated
on line .

1f values are being infiated, the budget generator inflation rates deter-
mine NET INCOME, nonfarm income is infiated by assumption 135 and cash
flows entered on 1ine 28 through 37 are inflated by assumption 136,

TAXES PAID is the amount of state and federal income tax that the
business is expected to pay on the total income generated by the business

. after subtraction of State and Federal investment tax credit. This num-

ber can be negative if taxes were paid in any of the three years prior to
investment and the investment generates investment tax credit that can be
carried back. State taxes are calculated first and are subtracted from
taxable income for calculation of Federal taxes.

State Taxes

1f the budget generator is not used, State taxable income is calculated
as:

Taxable income from the investment (output section 3)

Expected net cash income without the investment {indicated in

input line 8lal.

Annual nonfarm income {from input line B84b)

$ Depreciation expected 1f the investment is not made {indicated
in line 80b).

=e )
o] —d
= =
=i 7]
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Minug Amount of livestock sales generated by the investment that s
exempted due to capital gains treatment. The proportion subject
to capital gain treatment is indicated by assumption 129. The
percent exempted is assumption 133,

Minus Amount of income without the investment that is exempted due to
state capital gains treatment. The amount subject to capital
gain treatment is indicated in input 1ine 81b and the proportion
exempted is assumption 133.

Minus Total interest paid during the year on all loans outstanding
Minus Personal exemptions based on the numbers of exemptions per

family from input 1ine 84c, the number of tax families From
input Tine 27d and state exemption per person {assumption 131).

If there is more than one tax family, the average family income js deter-
mined by dividing total income by the number of tax families. The state
taxes per family are calculated by subtracting the state standard deduction
from average family income and applying the state tax rates listed in
assumptions 89-124. Total state tax payable is then the sum of the tax

paid for all families plus state investment tax credit recapiure on items
that are part of the investment.

If the budget generator is used, state taxable income is the net income
from the Tnvestmeni {Trom budget section) {1) plus nonfarm income from
iine 84b, (2] minus depreciation without the investment {line 80b}, (3}
minus Tivestock income generated by the investment that is exempted from
taxation due to capital gain treatment (livestock sales times assumption
129 times assumption 133), (4} minus personal axemptions as described
above. State taxes payable are calculated from taxable income in the
same manner as described above.

Actual state tax paid {whether or not the budget generator 1s used) is the
state taxes payable minus state investment tax credit taken. The amount of
state investment tax credit available in any year is {1} the amount indi-
cated in 1ine 83b inflated by assumption 7, plus {2} the amount generated
by the investment{s). Investment tax credit carryover {Jine 82b) {s added
Lo the available credit for the first year. Investment tax credit is used
to reduce the state tax. The oldest available state ITC is used first,

Federal Taxes

If the budget generator 1s not used, Federal taxable income is calculated
Tn the same manner as the stale taxable income except that (1) the
Federal capital gains exclusfon is used (assumption 132}, (2} the federal
personal exemption is used and {3) the state taxes paid are subtracted.
Subtraction of the state taxes in this manner implies that the business
Ttemizes deductions and that the deduction exclusive of state income
taxes are exactly equal to the "zers bracket amount” {3,400 in 1984).

If the budget gemerator is used Federal taxable income is the same as
that used Yor calculating state taxes except that (1) Federal personal
exemptions and capital gain rates are used and {2) state taxes paid are
deducted. 3

Whether or not the budget generator is used, the Federal tax payable per
family is calculated by dividing the Federal taxable income by the number
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of tax families and applying the Federal tax rates 1isted in Table
6,"Parameters ysed in the model". Total federal tax payable {s then
determined as (1) the amount for each family multiplied by the number of

families plus {2) federal investment tax credit recapture on items that are
part of the investment. '

Federal tax paid is the Federal taxes payable minus the ijnvestment tax
credit taken. The Federal investment tax credit carryover {1ine B2a) is
assumed to have been generated evenly over the seven years preceding the
investment. Investment tax credit generated each year of the p1annin%
period is the (1) amount gemerated by the investment, plus {2) federa
investment tax credit that would have been available without the invest-
ment (1ine 83a inflated by assumption 7). The oldest federal investment
tax credit is always used first. Federal ITC {5 used to reduce the Federal
tax.

To%gl TAXES PAID is the sum of the state tax paid pius the federal tax
paid.

AFTER-TAX CASH FLOW 1s the before-tax cash flow minus the taxes paid.
This represents the amount of cash available from the entire business for
family living, debt service and cash investment.

LIVING EXPENSES 1s the amount entered on line Bda inflated by assumption
134, .

CASH AVAILABLE FOR DEBT s the after-tax cash flow minus the amount spent
on famiiy living.

DEBT PAYMENTS: SCHEDULED is the sum of the debt payments on all debt
outstanding at the time the investment is made {1ines 68-77) plus debt
generated by the investment. Payments include both principal and
interest. For any loans that are refinanced, the outstanding principal
balance at the time of refinancing is used to determine the payments
required from the date of refinancing forward.

DERT PAYMENTS: INCLUDING MACHINERY REPLACEMENT is the scheduled debt pay-
ments plus the payments required on replacements for the existing mach-
inery inventory that will be necessary in future years. The machinery
investment required to replace the current machinery inventory comes from
1ine 80a, inflated by the machinery inflation index {assumption 7).
Replacement machinery is financed with the terms indicated in line 7%e.
These payments may sometimes be reduced by refinancing {1ine 78g).

This line indicates the total future debt payments required 1o service
currently existing debt, new debt that is part of the fnvestment and debt
that will have to be incurred in future years to maintain the current
machinery inventory. Funds to maintain current 1ivestock, land and
building inventories should be included in operating expenses. No allow-
ance is made for replacement of existing structures.

EXCESS OR DEFICIT indicates the amount by which the funds available for
debt service deviate from the required debt payments. A deficit indicates
the amount that 1iving expenses would have to be reduced, expenses reduced
or income increased in order to meet all debt payments.
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QUTSTANDING DEBT indicates the amount of principal outstanding on all debts
at the end of year. INTERMEDIATE debt has a repayment term of less than 10
years. LONG TERM LOANS are those loans with repayment period of 10 years
or more. MACHINERY REP. indicate the principal outstanding on funds
borrowed to buy replacement machinery required to maintain the existing
machinery inventory.

DEBT PAYMENTS indicate the breakdown of the total DEBT PAYMENTS: SCHEDULED
INCL. MACH. REPLACEMENT Tisted above (see 7,1.6 and 7.1.7). The payments
are the amounts paid on the corresponding outstanding principal indicated
under outstanding debt.

FINANCING FROM EQUITY indicates the amount of funds reguired to make the
Investment that are provided from equity sources (not fimanced). This
represents new equity capital investment in the business or funds that have
been generated by the business in prior years that are currently not
invested in the business.

FINANCIAL FEASIBILITY AMALVSIS: INVESTMEMT ONLY

7.2.0

7.2.1

7.2.2

- 7.2.3

This analysis assesses the ability of the investment by itself to gener-
ate the funds necessary toc make all payments resulting from the invest-
ment. This type of analysis is obtained by changing the value of assump-
tion 125 to 1. For this analysis, data on current outstanding debt
(1ines 68-77) and the farm situation without the investment (1ines 80
through 83, 84b and 84c) are ommitted. Line 84a will normalily be blank
since an additional investment will not normally result in increased 1iv-
ing expenses. However, if Tiving expenses will increase because of the
investment, then the amount of the increase is listed on Tine 84a.

BEFORE~TAX CASH FLOW is the cash flow generated by the investment and
comes from {1s the same as) the before tax cash flow listed in section
3 (CASH FLOW) of the output.

TAXES PAID 1s the amount of federal and state tax paid on the additional
income generated by the investment. The marginal tax bracket entered on
1ine 27b, the state tax rates listed in Table 1 {Values Assumed By The
Model) and the federal tax rates Tisted in Table 6 (Parameters Used In The
Model) are used to determine the added taxes that would result from income
generated by the model. The taxes payablie come from the TAX column of
section 3 (CASH FLOW) of the output. See section 3.4 for a discussion of
how these taxes are calculated. Since the taxes payable represents the
change in taxes paid by this business as a result of the investment, the
amount can be either positive or negative.

The amount of tax actually paid is the amount of tax payable minus the
investment tax credit taken. The procedures listed in section 7.1.2 for
application of Federal and State ITC are used, except that the only
investment tax credit that is available is that generated by the invest-
ment. This ITC is 1isted in section § of the output.

AFTER-TAX CASH FLOM 1s the before-tax cash flow minus the taxes paid. It
indicates the amount generated by the investment for family living, debt
service and cash investment.
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LIVING EXPENSES indicates the increase in 1iving expenses that result from
the investment. This number frequently will be zero.

CASH AVAILABLE FOR DEBT indicates the amount generated by the investment
that is availabie for debt service and cash investment.

DEBT PAYMENTS: SCHEDULED indicates the debt payments that vesult from the
investment.

DEBT PAYMENTS: INCLUDING MACHINERY REPLACEMENT will always be the same as
DEBT/PAYMENTS: SCHEDULED since replacement of existing machinery is not of

concern when the financial feasibility of the investment by itself is being
considered. '

EXCESS OR DEFICIT indicates the difference between {1} the amount of cash
available for debt payment that is generated by the investment and {2} the
debt payments that result from the investment. It must be remembered that
in this limited type of analysis, where only the results of the investment
er se are being considered, a deficit may not mean that the business as a
whotle will not be able to make its debt payments. However, if a deficit
exists, it indicates the amount of funds that will have to be generated by
the rest of the business 1f payments are to be met. An excess indicates

the contribution to the cash flow of the business that is provided by the
investment.

OUTSTANDING DEBT indicates the debt outstanding as a result of the in-
vestment. Debt not caused by the investment is excluded. The defini-
tions of intermediate and long term loans are identical to those indi-
cated in section 7.1.9. Machinery replacement will always be 0.

DERT PAYMENTS indicate the breakdown of debt payments resulting from the
investment. The payments correspond to the debt outstanding indicated
above, Machinery replacement will always be 0.

FINANCING FROM EQUITY is same as indicated in section 7.1.11.

WARNINGS

8.1

8.2

INVESTMENT TAX CREDIT EXCEEDS TAX TO BE PAID IN YEARS: In calculating the
net present value of the investment, the model assumes that there is
sufficient tax to be paid that all investment tax credit can be taken in
the year it becomes available, or that sufficient taxes have been pald in
previous years that the investment tax credit canm be used by carrying the
tax credit back to previous years. If financial feasibility is not used,
the years for which the tax credit exceeds the total tax due from the
business, including the jnvestment, are determined. If there are any such
years, the message shown above is printed followed by a 1isting of the
specific years for which tax credit exceeds estimated tax,

LOSSES INCURRED BUT NOT CARRIED FORWARD OR BACK IN YEARS: Unprofitable
investments, investments with large negative cash flow in one or more
years or investments with a large amount of depreciation to be taken in one
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year can provide the business with losses {negative total taxable income,

- including income without the investment) in one or more years.
allows these losses to be carried backward or forward.

‘Tax law
Since the level of

taxable income in years previous to model year zero are unknown to the pro-
gram and since losses frequently occur in the first few years, the model

does not attempt to move losses forward or back.
message shown above is

in which Tosses occur.

If there are losses, the
printed followed by a 1isting of the specific years

8.3 Be careful in using the model to estimate the income impacts of inflation,
Use of inflation with constant rates of inflation for all items, that is
assumptions 54 and 29 both set to the same value, will make profitabie
investments more profitable and may make unprofitable investments either
more or less profitable. In general, inflation will make the net cash flow
Targer in absolute value and will increase the terminal value of assets.
However, if differential rates of inflation for different items are used
for a period of more than 5 to 10 years, some unexpected things may happen.
An example appears in Table 4. In this case, both income and expense items
have a weighted base year inflation rate of 5%. However, net income first
increases and then decreases. The compounding effect of the higher infla-
tion rate on the smaller item ultimately has a very significant impact.
This is shown even more dramatically in Table 5, where the weighted base
year 1nflation rate on expenses and income are each 6%. Net income

Table 4, Impact of Inflation on Net Income
Example 1
Income or Inflation Year
EXpense Rate 0 I 2 5 10 i5 20
Expense A ic $10¢ 11.00 12,10 16.11 25.94 41.77 67.28
Expense B 4 50 52.00 54.08 60.83 74.01 50.05 109.56
Total 60 6300 ®6.18 76.94 99.95 T31.52 176.%4
Income 5 &/ 75 78.75 82.69 95.9%2 122.17 155.92 199.00
Net Inconme $15 15,75 16.51 18.78 22.22 24,10 22.16
28/ Welghted average of rates used for expenses
Table 5. Impact of Inflation on Net Income
Example 2
Income or Inflation Year
Expense Rate 0 1 Z 5 10 15 20
Expense A i6 $10 11,60 13.46 21.00 44,11 92.66 194.61
Expense B 4 50 52.00 54.08 60.83 74.01 90.05 109.56
Tota? 60 BIB0 6757 TBI.EY TIB.1? 18271 30417
Income 6 a/ 75 79.50 84.27 100.37 134.31  179.75 240.53
Net Income 15 15,50 16,73 18.54 16.19% -2.96

-63.64

4/ Welghted

average of rates used for expenses
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increases for a few years and then declines raplidly to become significantly
negative by year 20. MNote that the inflation rates that were used were
really not out of the range of values that might be entered.

In trying to estimate future inflation rates, historical data are fre-
quently very misleading. For example, during the early 70s, gas and oil
rices increased very rapidly and everything we heard about energy prices
ed us to believe that the trend would 1ikely continue, However, receni
changes in gas and oil prices have not been much more rapid than many other
items,

Minor differences in the inflation rates used for income and expense items
can materially change the relative profitability of farming in only a few
years. This can significantly influence the apparent profitability of
jnvestments. Given the perfectly competitive nature of agricuiture, there
is little reason to believe that farming will suddenly becowe substantially
more or less profitable and stay that way for a long period of time. Ue
suggest that unless you are prepared to devote a 1ot of time to projecting
inflation rates that your analysis is more likely to be corrvect if dif-
ferential rates of inflation are not used. A general rate of inflation may
be necessary to obtain appropriate cash flows.

If the base-year data represents an unusually prefitable or unprofitablie
year relative to future expectations without the added {nvestment, adjust

base-year data rather than try to use projected inflation rates t0 pro-
ject future profitabiiity.

ERROR MESSAGES

1f a questionable input entry is made or an inconsistency s found in the data
input, an error message is given. For some errors the input information must be
corrected before an analysis can be made. For other errors the message is Just a
warning that the input information may be incorrect. -

The errors and an explanation of their causes are listed below, The Tine
number in parentheses after each error message indicates the input Tine number to
which the message refers. When no line number is indicated, the error may occur
with a number of different input values. In the 1isting below "X" is used to indi-

cate that a line number wi3l be listed and "Z" or "Y" indicates that a numerical
value will be given.

1. **%* PLANNING PERIOD LESS THAN 1 YEAR (1)

A planning period of less than one year has been entered., The shortest
planning period the model can use is one year. '

2, *%% P ANNING PERIOD GREATER THAN 25 YEARS (1)

A planning period of more than 25 years has been entered. The longest
planning period the model can use is 25 years. '
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3. *** INAPPROPRIATE RECOVERY CLASS "Z" IN LINE "X"

The recovery class that can be selected for various types of property is
limited by law. For examp1e, the 3 year recovery class can not be used for
any type of building. "X" indicates the line number where an incorrect
recovery class "Z" has been entered. | .

4, *** INAPPROPRIATE RECOVERY OPTION "Z" IN LINE "X"

The number given for the recovery option must be 1,2,3,4 0or 9. See
input form 1ine 3a. '

5. *** YEAR OF PURCHASE "Z" IN LINE "X" NOT IN PLANNING PERIOD

ATl items that are part of the investment must be pdrchased during the
planning period. "Z" indicates the purchase year entered.

6. *** ZERO PERCENT CULLING RATE UNACCEPTABLE FOR COWS
The expected culling rate mist be entered.
7. *%%  CULL COW VALUE l.’Z" EXCEEDS PURCHASE PRICE "y"

Cull cow price must be less than or equal to the purchase price per
head.

8, *** PERCENT OF COWS REPLACED WITH PURCHASED ANIMALS *7" EXCEEDS 100
Percent of replacements to be purchased must be 100 or less. "7".
indicates the percentage entered. This message will normally indicate
incorrect entry of data.
9. *** SUM OF CASH FLOW YEARS IN LINES 28-37 DOES NOT EQUAL PLAMMNING PERIOD

~ The number of years for which cash flows are entered on lines 28
through 37 must equal the planning period. If there are years of zero cash
flows, these must be included.

10. *** NO CASH FLOW OR BUDGET DATA ENTERED

In order to evaluate an investment either cash flow data must be
entered on lines 28-37 or budget data must be entered on lines 38 to 63,

11, *** ASSUMPTION CODE “Z" USED IN LINE "X" DOES NOT EXIST

Only assumption codes 1isted in the "1ist of assumed values" can be
used. "Z" is a code number which is not on the iist.

12, *** CANNOT USE BUDGET GENERATOR - NUMBER OF COWS IN BASE YEAR IS ZERO
A number of calculations used in the budget generator require the

number of cows in the base year. Thus, the generator cannot be used unless
the base year number of cows is greater than zero.
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14.

15.

16.

i7.

18.

19.

20.

wlld
*kk | INE 27 MISSING (27}

Line 27 is missing. The Program cannot run without cost of capital
and tax rate information.

*k% LINE 19 RECOVERY CLASS OR OPTION INFORMATION MISSING

If cows are purchased or the herd size is increased so that yearlings
are purchased to maintain herd size, the recovery class and option must be
Tisted in line 19. Due to the yearling purchase requirement this
information may be required even when no cows are purchased.

If herd size is increased, the information can be omitted only if:
1, assumption 57=0
2. no cows are purchased,

and 3. line 18c=0

¥xk | INE "X" -- YEARS SINCE LOAN TAKEN OUT EXCEEDS ORIGINAL TERM

The data entered imply that the loan has been outstanding longer than
its original period. This could occur only if payments had not been made as
scheduled. The model cannot handle such loans. If this is actually the
case, re-enter that Joan as if it were taken out at the time the invesiment
is made {year since taken out = 0} with the payment entered as it exists.
Under "years to repay" enter the number of years that it will take to pay
off the loan at that rate of payment.

k&% | INE "X" -~ INTEREST RATE EXCEEDS 20 PERCENT

This 1s a warning that an interest rate in excess of 20 percent has
been entered. Check to be sure that the interest rate entered is correct.
The model will run with the entered rate.

Wk [ INE "X" -~ INVALID CREDIT TERMS FOR REFINANCING

The only vaiid credit term identification numbers ave 1,2, 3, or 4.
In addition, this message will be printed if the credit terms number entered
in Vines 69, 71, 73, 75 or 77 was not identified in iines 64 through 67.

*x% | INE 82 -- FED ITC CARRYOVER INCONSISTENT W/FED TAXES PAID BUT NOT
OFFSET

Since Federal Investment tax credit can be carried forward or back it
is impossible to have federal investment tax credit carryover (Tine 82a) and
have paid taxes during the last three years that have not been offset by
investment tax credit {line 82c). Either line 82a or Yine 82c¢ must be zero
{or blank}. '

ekk LfNE 84 -- NUMBER OF EXEMPTIONS EXCEEDS 20

An error has apparently been made in the number of exemptions entered.
*k%k  |INE 79 -~ INVALID CREDIT TERMS

The only valid credit terms for Vine 79a through d are 1, 2, 3, 4, or

5, In addition, this message will be printed if the credit terms number
entered was not identified in lines 64 through 67.
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21, *** LINE 79 -- VALID EQUIPMENT REPLACEMENT CREDIT TERMS MUST BE ENTERED IF
FINANCIAL FEASIBILITY IS USED (SEE SECTION 7.1.7)

Equipment credit terms are used to estimate the debt service require-
ments connected with replacement of the existing machinery inventory. Thus,
equipment credit terms must be entered even if nc equipment is purchased as
part of the investment. Valid terms are 1, 2, 3, or 4. Identification

number 5, financing from equity, cannot be used for replacement of existing
equipment. '

22.. *** |INE 79° ~-- CREDIT TERMS NOT ENTERED FOR LAND
' CREDIT TERMS NOT ENTERED FOR BUILDINGS
CREDIT TERMS NOT ENTERED FOR MACHINERY
CREDIT TERMS NOT ENTERED FOR COWS
CREDIT TERMS NOT ENTERED FOR TREES AND VINES

If the financial feasibility section is used, credit terms must be
entered for all new investment items. The error message indicates the
investment item for which credit term have not been entered.

METHOD OF ESTIMATING CASH FLOW YALUES FOR BUDGET GENERATOR

The budget generator estimates each budget cash flow value individually.
A1l budgeted values are based on the base year performance and other input data.
The 1isting below indicates the method used to estimate each cash flow item. The
procedures outlined do not include inflation adjustments. If values are to be
inflated, they are calculated as indicated below and then modified to reflect the
inflation rates indicated in assumptions 29 and 59 through 82.

EXPENSES

Labor Labor is increased from base year value to the final value
(input Tine 52) in proportion to the increase in cow numbers
unless assumption code 11 is set to 1 through 5. In this
case, the total increase occurs in the year entered for
assumption 11 (i.e., years 1 through 5}.

Feed Feed cost per cow, acres of corn per cow, acres of hay crops
per cow and acres of other feed crops per cow are calculated
for the base year. Feed cost per cow for each year is
caiculated as base year feed cost per cow multiplied by the
number of cows, plus or minus any deficit or excess acres of
each crop multiplied by the feed value of that crop
{assumption codes 12, 13 and 14). If feed crops were sold in
the base year, the deficit is adjusted for that portion of
feed crop acres used to produce crops sold. In addition, an
allowance is made for feed crop sales generated by a change
in acreage from base year data. If assumption code 15 is O,
any deficit in crop production will be subtracted from feed
crop sales before feed costs are increased.

Machine hire Cost per acre of corn, other feed crops, and non-feed crops

(excluding hay) from base year multiplied by acres of corn,
other feed crops, and non-feed crops.




Machine repairs

Auto expense

Gas and oil

Purchased replacements

Breeding fees

Yeterinary and medicine

Other livestock expense

Lime and fertilizer

Seed and plants

Spray and other crop
expense

Rent

Telephone and Electricity

Miscelianeous

IF REAL ESTATE IS OWNED IN

45

Maximum of (1) cost per crop acre from base year multi-
plied by the number of crop acres in each year ov

{2) base year cost plus minimum marginal machine cost
with increased herd number (assumption code 16}
myltipiied by number of cows.

Base year expense per cow times number of cows up to
maximum percent increase indicated {n assumption 17.

Base year cost per acre times number of crop acres with
a minimum percent increase equal to the percent
increase in machine repairs. :

Base year value. Replacement puvchases made necessary
by new investment in catiie are included in output
section 4, under purchased cattle.

Base year cost per cow times number of cows.

Base year cost per cow times number of cows.

Base year cost per cow times number of cows,

Data in assumption codes 18, 19, and 20 are used o
calculate 1ime and fertilizer “corn equivalents 1°.
Lime and fertilizer per "corn equivalent 1" in base
year is multiplied by "corn equivalent 1" acres for
each year.

Base year cost per “corn equivaient 2", calculated
using assumptions 21, 22, and 23 multiplied by "corn
equivaient 2" acres for each year.

Base year cost per "corn equivalent 3", calculated
using assumptions 24, 25, and 26 muitiplied by "corn
equivalent 3" acres for each year.

Base year value plus rental indicated in line 58.
Cost per cow in base year times number of cows.

Same percent of total expenses as in base year.

THE BASE YEAR

Land, building, and
Ténce repair

Taxes

Insurance

Base year cost per dollar of real estate investment
times tota} investment (base year value of real estate
plus average value of buildings over their Jife plus
1and purchases).

Base year cost per dollar of real estate investment
times total investment. '

Base year cost per dollar of real estate investment
times total investment.
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IF REAL ESTATE IS NOT OWNED IN BASE YEAR (LINE 61b = 0)

Land, building, and

Tence repair

Taxes

Insurance

Milk sales

Livestock sales

Crop sales from feed
crops

Non-feed crop sales

Miscellaneous

Land, buildings, and fence repair expense is estimated
by multiplying assumption 83 by the value of jand plus
the depreciated value of buildings.

Taxes are estimated by multiplying assumption 84 by the
value of land purchased plus the depreciated value of
buildings purchased.

There will normally be a base-year entry for insurance
even if there is no real estate. In this case the base
year insurance entry is assumed to have been on cattle
and machinery, An estimate of the value of the cattle
and machinery is made by {1) using assumption 87 to
determine machinery investment and (2) using the value
per cow entered in line 18a, or if that is blank,
assumption 86 to estimate the value of the existing
herd. The sum of these two investment items is divided
into base-year insurance costs to determine the insur-
ance cost per dollar of investment for base year.

Total investment in future years is calculated in a
similar manner except that the value of purchased real
estate plus the depreciated value of buildings is added
to the total investment, and assumption 85 is used to
weight the insurance cost on real estate investment
relative to that for cows and machinery.

INCOME

Milk price in base year times amount of milk produted
{(# cows times production Tevel) as adjusted by
assumptions 27 and 28.

Base year livestock sales plus additional value of
Tivestock sold as a result of livestock investments
included as part of the investment.

Base year sales per feed crop acre (corm plus hay plus
other feed crops) times number of feed crop acres,
minus adjustments for feed deficits as indicated in
feed costs. Base year sales = (crop sales) {1 - % of
crop sales from non-feed crops).

Base year value per acre is calculated as total crop
sales multiplied by "percent of crop sales from non-
feed crops" divided by number of acres of non-feed
crops, Budget value is the base year value per acre
multiplied by acres of non-feed crops for each year.

Same percent of total receipts as in base year.



-47-

Table 6. PARAMETERS USED IN THE MODEL
Federal Tax Rates: ‘
Federal Taxable Income Tax Rate &/
But Not
Over Qver
$ 0 $ 3,400 0
3,400 5,500 .11
5,500 7,600 .12
7,600 11,900 14
11,900 16,000 .16
16,000 20,200 .18
20,200 24,600 .22
24 ,600 29,900 .25
29,900 35,200 .28
35,200 45,800 .33
45,800 60,000 .38
60,000 85,600 A2
85,600 109,400 .45
109,400 162 ,400 A9
162 ,400 215,400 .50
215,400 .50
a/ Rates are for 1984. /
ACRS RECOVERY PERCENTAGE - RAPIN RECOVERY:
Recovery Years after Purchase
Class 12 3 4 & 7 8 9 10 11 12 13 14 13
3 year 25 38 37
5 year 16 22 21 21 21
10 year 14 12 10 10 10 9 9 ¢ 9
15 yearb/ 7 11 10 8 7 7 & 6 6 5 5 5 & 5 2

b/Assumes that 15 year prOperty is purchased in the sixth month of the investor’s

tax year.
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Table 6. PARAMETERS USED IN THE MODEL (continued)

Recovery Periods Allowed for Straight Line ACRS:

Recovery

Class

3 year
5 year
10 year
15 year

Allowed Recovery
Periods {Years)

3, 50r 12
5, 12 or 25
10, 25 or 35
15, 35 or 45
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EXAMPLE 1: HEMRY HOLSTEIN'S PROPOSED DAIRY HERD EXPANSION

Henry Holstein is the operator of a 75 cow dairy farm. He is considering
an expansion to 125 cows, including the purchase of 50 acres of cropland.
Henry is interested in the profitability (net present value) of the investment
as well as the financial feasibility of the investment, '

Net Present Value

Since he expects the building and silo investments to last about 15 years
Henry will use a 15 year planning perfod. He has made the following estimates
of the initial investment for land, buildings and equipment.

Land $40,000
- Barn extension 42 ,000
Silo 35,000
Parior equipment 5,000
Bulk tank 10,000
Tractor 31,000
Forage harvestor 9,000
Silo unloader 7,000

A1l the items are 5 year ACRS property and he plans to use the rapid
recovery option on all items.

Henry's dairy herd had an average of 76 cows during the base year. He
plans to expand to 85 cows in the first year and by 10 cows per year until he
veaches 125 in the fifth year. He plans to purchase five cows for $350 each
at the beginning of each year and the remainder will come from raised animals.

Henry plans to change his cropping program as follows:

Crop Base’gear Year 1 Year 2 and beyond
------ ACPEEmm ==

Corn 82 136 - 16l

Hay 135 135 135

Qats 29 25 0

Henry's weighted average cost of capital is 15 percent and he expects to
be in the 25 percent Federal tax bracket if the investment is not made,

A copy of Henry Holstein's farm business summary for last year is shown
on page 52. Henry believes this was a velatively "normal” year, and thus,
this business summary will be used, with adjustments, to construct the base
year for the budget generator proiectiocns.

Adjustments and Assumptions

Henry's 1ime and fertilizer bill in the year of the farm business summary
was $3,000 more than the actual lime and fertilizer used in that year because
he purchased $3,000 worth of fertilizer in the fall to be used the following
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year, a practice he does not usually follow. He has adjusted the base year
1ime and fertilizer expense {line 44) to $7,882 to represent one year's lime
and fertilizer expense.

Last year's milk sales is the net amount after deducting a milk
assessment of $5,091. The assessment was not paid for a full year. A $.50¢
per cwt. assessment for a full year would have been $5,933. Henry has
adjusted the milk sales from the farm business summary by subtracting
$5933 - 5,091 = $842 and entered $154,365 as base year milk sales. He expects
that the 50¢ assessment will be replaced by a 50¢ drop in support price and
therefore $154 365 1s a reasonable base year level of milk sa?es. Henry
believes that the 50¢ drop in the support price should be enough to get rid of
the milk surplus. However, another 50¢ drop may be required. Analysis 2
considers this situation.

Henry plans to add a fuli-time employee when he makes the initial in-
vestment. He expects to pay about $14,000 per year resulting in a total labor
expense of about $28,900. Since the employee will be added at the time of
the investment, he has used line 85 to change assumption 11 to 1.0.

Henry has computed the feed value of an acre of corn at 85 bu. per acre x
$3.00 = $255. He has entered this value using assumption code 12 on line 86.
“The feed value of an acre of hay on his farm is 2.8 tons X $75 per ton =
$210. This 1s entered on 1ine 87 using assumption code 13.

Henry expects that there will be continued inflation in the future. Like
the rest of us, he doesn't know for sure what the inflation rate will be. His
best estimate is that the inflation rate will average 7.0 percent on all
investment items and on receipts and expenses. Lines 88 and 89 have BHe&n used
to enter this inflation rate using assumption codes 54 and 29.

Financial Feasibility

Henry 1is currently able to borrow money at 12% for 30 years for real
estate purposes and at 14%, 7 years for non-real estate purposes.

Henry has a 20 year mortgage which was obtained six years ago with an
original principal of $95,000. The interest rate is 8 percent. This lcan may
be refinanced. He also has a $62,000, 7 year intermediate term loan with a 13
percent interest rate obtained two years ago. This loan may be refinanced.

Adjusted Analyses

Analysis 2

Henry believes there 1$ a good chance that milk prices will be Tower
relative to input costs in the future because of possible changes in the
government price support program. Analysis 2 will use base year milk receipts
calculated with a price $.50 per cwt. below the price used for Analysis L. He
has subtracted 11,865 cwt x $.50 = $5.933 from the Analysis 1 base year milk
receipts and used $148,432 as base year milk receipts in Analysis 2.
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Analysis 3

Henry will use Analysis 3 to evaluate the financial feasiblity of the
investment alone, assuming that the price of milk in the base year is $.50
per cwt. below the price used in Analysis 1. This analysis does not require
the data on current debts outstanding {1ines 68-77) nmor the data on lines
80-83 and 84 b and c. He changed Assumption 125 to 1.0 (Tine 90) which
automatically deletes the data in lines 68-77 and 80-84. Alsa, he does not

expect the added investment to affect his 1iving expenses so he has made no
entry in 84a,
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Henry Holstein
Farm Business Sunmary

CAPITAL INVESTMENT
Beginning End
Livestock g, $1271,600
Feed & supplies 30,600 32,800
Machinery & equipment 77,500 83,400
Land & buildings 214 600 220,000
TOTAL INVESTMENT $34T,300 ,

EXPENSES
Labor

Hired $ 14,938
Feed

Dairy concentrate 38,357

Hay & other 0
Machinery

Machine hire 1,200

Machinery repair 7,274

Auto expense 380

Gas & oil 6,110
Livestock

Replacement livestock 1,780

Breeding fees 1,930

Veterinary, medicine 2,63%

Milk marketing 4,151

Other Tivestock expense 5,359
Crops

Lime & fertilizer 10,882

Seeds & plants 2,398

Spray & other 1,838
Real Estate

Land, building, fence repair 2,739

Taxes 3,970

Insurance 3,047

Rent 2,075
Other

Telephone {farm share 663

Electricity {farm share) 2,653

Interest paid 12 ,504

Miscellaneous
TOTAL CASH EXPENSES

Expansion Tivestock

Machinery depreciation

Building depreciation
Total expenses

11,862
4.541
$145,407

RECEIPTS
W11k sales $155,207*
Crop sales: 1,500
Dairy cattle sold 12,735
Livestock sales 2,310
Gas tax refund 168
Government payments 456
Custom machine work 215.
Miscellaneous 1,560
TOTAL CASH RECEIPTS 1/4,151
Increase in livestock 1,800
Increase in feed & suppliies 5,200
TOTAL FARM RECEIPTS
EXCLUDING APPRECIATION $181,151
Livestock appreciation 0
Machinery appreciation 1,508
Real estate appreciation 4.00
TOTAL FARM RECEIPTS $186,651
FINANCTAL SUMMARY
Total cash receipts $174,151
Total cash expenses 129,004
NET CASH INCOME s
Total farm receipts $181,151
Total farm expenses 145 407
NET FARM INCOME s
Less: Unpaid Jabor 2,000
Interest on equity 0 5% 15,606
LABOR AND MANAGEMENT INCOME R
CROP RECORD acres  yield Total
Hay and hay
crop silage 135 2.8 t. 378 t.
Corn silage 62 15 t. 930 t.
Corn grain 20 85 bu. 1700 bu.
Cats 29 60 bu. 1740 bu.
Herd Information
NO, of (ows 76
Milk sold per cow 15,612

*Net milk sales after subtracting a Federal assessment of $5,091.
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HEWPLAN PRDGRNH 50 (Form 4)
PROFITABILITY AND FIMANCIAL FEASIBILITY OF MAJOR CAPITAL THVESTMERTS

PROGRMM ) S 42 Y Phone Date

NAHE Add
ﬂgﬁyﬁxgﬁéagﬁﬁgﬁﬂﬁm —————— 'm%
TNVESTMENT
Datxy. Hexd Tg e O
LINE AHALYSIS ANALYSIS
| NO. 1 2
Section 1.
1. a Planning period {years) 01, Ijjr L__ _\

Section I1. Building Investment Lnformation
[Tp to 3 bulldings or categories oF buildings may be specified. If no buildings are in-
volved, enter a "0" in tine 2 and proceed fo 1ine 8.)

2. Tltem or group A (@rn £ tension

a. Total cost 02. {Q Y208 Q@!@ Si l mmmmmm E__L w,.i
i

b. Year of purchase
{0 = beg. of planniag period;
1 = end of st year, etc...)

c. Recovery class (&, 10 or 15 years)

3. & Recovery Option Code . | ﬂﬁ _ﬂﬂﬁ@izg 7 EEEER Ao

Option Recovery Ciass
Code 3 5 10 15
-¥y7rs depreciaied over-

i Rapld coomocceex Rapid
2 3 5 10 i5
3 5 12 &5 35
4 12 25 .35 45
9 non depreciable

'b. Recovery option code on veplacement
c. Does investment aqualify for Federal
fnvestment tax credit? (O=no; l=yes)
d. Does investment qualify for State
{nvestment tax credit? (O=no; l=yes}
e. Years to replacement
{if not to be replaced, enter 0}l
§. Salvage percent (% of total cost)?

luodel will replace the item or group the number of times required to compiete
the planning period.
21gnore inflation when estimating the salvage percent. The percent entered should be
based on the value at time of trade-in if replaced, or the value at end of ?Tanning
1

period if not replaced. If values are being inflated, the inflated value will be
calculated by the computer.



6.

Item or group B )
{if none 1s to b@ consiade:

8.

b.

Item oy group C

=54 ..
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LINE ANALYSIS AMALYSIS
NO. 1 2

d, enter "0" on line 4 and proceed to lipe 8).

Total cost w. |0ISo0 000 | _____ I
|

Year of purchase
{0 = beg. of planning period:
1 = end of 1st year, etec...)

Recavery class {5, 10 or 15 years)

Recovery option code 05. lﬁﬁfiﬂ@@lg g o e "

{see 3a for codes)
Recovery option code, rep?acement_j
Federal ITC {O=no; l=yes)

State ITC (O=no; l=yes}

Years to reptacement
{1f not %o be replaced enter 0).1

Salvage p@rcentg_

{(1f none s to b@ considered, enter "0" on line 6 and procead to 1ine 8).

8.

b.

Toztal cost 0. E@ E__L, __I | ______ L,L. __|

Year of purchase ' ‘ }
{0 = beg. of planning period;
i = end of lst year, etc...]

Recovery class (5, 10 or 15 years)

Recovery option code 0 I T 1 O T R
{see 3a for codes)
Recovery option code, ra?iiif?fif:{_j
Federal ITC (O=no; l=ves)

State ITC {0=no; i=yes)

Years to replacement

{1f a0t to be replaced enter 0}.1
Salvage percent?

IModel witl replace the item or group the number of times required to complete the
planning period. :

Z1gnore inflation when estimating the salvage percent. The percent entered should be
based on the value at time of trade in 1f replaced, or the value at end of planning
period if not replaced. If values are being inflated, the inflated value will be
calculated by the computer.
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LINE ANALYSIS ANALYSIS
¥O. 1 2

section 111. Equipment Investment Information

TUp ©o 3 Ttems or categories of equipment way be specified. If no equipment is involved,

enter a “0" on Yine 8 and proceed t line 14).

o

8.  ltem or group A

a. Total dollar cost ‘ n | Iﬁj,f_ﬂ ng',ﬁ e o I ]
|

b. VYear of purchase
{0 = beg. of planning period;
1 = end of ist year, etc...}

c. Recovery class (3 or 5 years)

8. a Recovery option code 0s. | j[ [] ﬂ jl[él / ﬂ [_|_|__|__,I_ e _,,'

{see 3a for codes)
b. Recovery option code, replacement.] l
¢. Federal ITC {0=no; l=yes).—

d¢. State ITC {0=no; l=yes)

@. Years to veplacement
{(if not to be replaced enter 0.1

f. Salvage percent?

10. Item or group B ?ffrtumaéfhi*
({f none is to be consjdered, enter "0" on line 10 and proceed to line 14).

a. Total dollar cost m.m3ﬁééﬂﬂéﬂ. | ______ IJ_J
| .

b. Year of purchase
{0 = beg. of planning period;
1 = end of 1st year, etc...}

c. Recovery class {3 or § years)

11. a. Recovery option code 11. Mm_d_{’i f@]{@& |_‘|__|_L_|_ __‘_ B

{see 3a for codes) T
b. Recovery option code, replacementd ]
¢. Federal ITC (O=no; l=yes)
d. State ITC (O=no; l=yes)
e. Years to replacement

(if not to be replaced enter C)1
£. Salvage percent?

lHodel will replace the item or group the number of times required tc complete
the planning period.
Ignore inflation when estimating the salvage percent. The percent entered shoulid be

pased on the value at time of trade in if replaced, or the value at end of planning
period if not replaced, If values are being inflated, the inflated value will be
calculated by the computer.
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LINE ANALYSIS AHALYSIS
NO. 1 2

12. 1Item or group C M,@*&, s

{if nore is io be ‘ed, enter. : "0; on Vine 12. and procéed”fn ?fne 14)

a. Total dollar cost 1L|@Z§?§QQQQ | e ]
|

b. Year of purchase
{0 = beg. of planning period;
1 = end of ist year, etc...)

. Recovery <lass (3 or 5 years)

13. a. Recovery optlon code 13. i;/] ¥i _fl z gfg@ 5]' |_|.,|_._|-!_ i a

{see 3a for codes)
b. Recovery option code, replacement E
¢. Federal ITC {O=np; l=yes)

d. State ITC (O=ne; l=yes)

e. Years to replacement
{if not to be replaced enter 0)1

f. Salvage percent?

Section IV A. Livestock Investment Informationd
VIF 6 TTvestock, tree or vine investments aré involved, enter °C" on line 14 & line 15
and proceed to Tine 21. If tree & vine investments are included, skip o section Iv. B.)

14. a. Mumber of cows before 4. | 761955101 4] N N I
b. Average number of cows l :
in year 1
¢. Average number of cows ]
in year 2 : .
15, a. A ber of 5. o |
a Jﬁgﬁymw@ cows u@gjﬁﬂjmﬂ’ i__J_*J*_J_

b. Average mumber of cows !
in year 4

¢. Average number of cows
in year 5

lModel wil} replace the {tem or group the number of times required to complete the
p1ann1ﬂ? period. :

2ignore inflation when estimating the salvage percent. The percent entered should be
based on the value at time of trade in 1f replaced, or the value at end of planning
period if not replaced. IF values are being inflated, the inflated value will be
calculated by the computer. .

3This section cannot be used if entries ave made in section IV. B Tree and Vine.
Information. -
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B _
LINE ANALYSLS - ANALYSIS |
' No. . e
m.a.fﬁﬁgﬁjWSWMdei& @@ﬁé@ﬁ@gﬂ I I B
b. HNumber of cows purchased l
in year 1
¢. Humber of cows purchased
in year 2 _ !
17. a. Mumber of ¢ hased 17. o0 0 |
if£;3 ows purchase @QQ_#ﬂﬁﬁJ ]
b, MHumber of cows purchased !
in year 4

¢. Cull value per head?

18. a. Purchase price per head? 18, [@ﬁﬁ@}ﬁﬂéé@[ |__ . ___l_" .,_L_ - __|
E , ,

b. Culling rate (Percent)

¢. Percent to be replaced l
with purchased animals

19. a. Recovery class o ga00aa4s | A
b. Recovery optien code, year 0 ——.) !
{see 3a for codes) 1
2
' 3
4

c. Federa1 ITC {0 = no; L = yes)
d. State ITC {0 = no; 1 = yes)

20. & Value per cow at end of 20. @fﬁfﬁ.ﬂ@gﬁ I O I

planning period ($100)2 -

b. Average value per heifer at |
end of planning period.2 :

¢. 1increase in number of heifers
by end of planning period

Skip tree and vine input and go to Line 21

lanimals to be purchased early in any business year should be included with the preced-
ing fnvestment year purchases. Include only animals purchased to increase the herd
siza. Do not include amimals purchased as replacements.

2Enter value in year 0 dollars. If values are being inflated, an actual daliar value
will be calculated by inflating the value entered.
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B
LIKE ANALYSIS ANALYSIS
No.  _1 t
Section IV B. Tree and Vine Informationl
14, Are development costs expensed {=1)
or capitalized (=0): 4. Ja9sjool | ]| 199 9j0 0] | |||
|

&. For variety or planting A

b. For variety or planting B

Income tax recovery option used {see line 3a)2

¢. For variety or planting A

d. For variety or planting 8

Variety or Planting A

15. a. Acres to be established: yr, 0 15, l_ e _“L__ ___i i__ __L_ _‘|__ _I_" __l
b. year 1 __J____.J
C. year 2 _
d. ' year 3 |
16. a. Land value per acre {$100) (2% J I O [ T I
{if tand fs net part of = T T T T Tl Im e s mim e —
investment)
b. Establishment cost peé
acre {($100)
c. Development costd per
acre: {$100) 1st yeard
d. 2nd year
7. a ard year 17.) . | . | .4 . | e ]
5. ' 4th year —_}
€. 5th year

d. Terminal value of trees
and vines per acre {$100}5

lvhis section cannot be used 1f Vivestock {nformation 1s entered in Section IV A.
Livestock Investment Information. e

2Tv¥ees and vInes are automaticatly treated as 5 year property {recovery class).

3Capit31ization takes place as of the Tast year for which development costs are entered.
A1l development costs occurring after that date should be included in operating costs.
Y$artgf development costs refer to the number of years after establishment for each

anting.
5$erm1na1 valile of trees and vines at year D prices.
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mfe
LINE ANALYSIS ‘ ANALYSIS
MO, 1 2
Variety or Planting 8
18, a. Acres to be established year 0 18, T O I | e o -
b. : year 1 ——
C. ' year 2 .“___.____mj
4. : year 3 -
19. a. Land value per scre {§100) 19|_ I N I I _!__ I I
b. Establishment cost per acre . }
¢. Development cost! per
acre {$100) 15t yeard
d. 2nd year
20. a. 3rd year 20, . | . | o i _-_| T T IR B
b. 4Eh YEar o)
Go Eth year -

d. Terminal value of trees
and vines per acve {$100}3

Section V. Land Investment Informationt
{Enter all depreciabie real estate under Section II or IV B. If no lamd purchase is in-
volved, enter "0" on 1ine 21 and proceed to line 27). '

21. ltem or group A

a. Year of purchase 21. @Qi_@fé;@é@i S T |
I .

b. Cost

22. Terminal value at end of

planning peried 5 22, Iéf@ﬁ@@! L !

1Cap1taTization takes place as of the Tast year with positive development cosis.

A1l development costs occurring after that date should be inciuded 1n operating costs.
Zyear of development costs refer to the years after establishment for each planting.
3Terminal value of trees and vines at year 0 prices.
bynclude value of bare land purchased for tree and vine investment listed in

Section IV B.

SEnter value in year O dollars. If values are being infiated, an actual dollar value
will be calculated by inflating the value entered.



-60-

-8
LINE AMALYSIS ANALYSIS
M. 1 2
23. Item or group B _
a. Year of purchase %.|QJ___“;_E- . ‘
b. Cost ' |
24. Terminal value §t end of
ptanning period 24, 1 ______ I | ______ i
25, Item or group C
a. Year of purchase 5. | | _____ i 1 D |
b. Cost !
26. Terminal value at end of
planning periodl 26. i ______ l l —————— |

Section ¥i. Income Tax and Cost of Capital Information

27. a. Cost of Capital (%) 27. 1751281304 I _‘_i____l__l_l'

b. Federal Income tax bracket assuming i g l

the proposed investment is not mad
¢. State code {Mew York = 31}
d. HNumber of tax families

Section VII. Projected Increase in Cash Fiow

{17 cash Tlow 7s to be estimated by the program, enter "0 on 1ine 28 and proceed to line
38). Enter increase in cash flow before income taxes. (Projected increase in cash re-
ceipts minus Increase in cash expenses.)

28. a. Amount 8. @ _ ___ L_l |-~-——JaJ
b. Years® : !

29. a. Amount 29, |______ | e -l
D. - Years | |

30. a. Amount . |_____ . R -
b. Years - '

31. a. Amount ﬂsg_n_“%wL_i | ______ !_J
b. Years - : |

2. a Awount | 2 o e _ -
b, VYears -

Ienter value in year O dollars. If values are being inflated, an actual dollar value
will be calculated by inflating the valug entered.

Zpo not include increased sales of calves and cull cows nor added purchased replacements.
3Total of years in 28 thru 37 must equal planning period in line 1.
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LINE . ANALYSIS  ANALYSIS
| W _1_ g
33. 8 Awount | B - 44 e e 4
B, Years! ‘ - 4
34. 8. Amount : %«I mmmmmm E;J Lm—maJ—J
b. Years - - ,
35. & Amount | . |.__ . - | — |-
b. Years — : ‘ l
36, 8 Amount _ 36. ! wwwwww i - .._! L—- P -—L— -»-i
b, Years — I .
IBL &, Amount ng ______ E_J. me_;JmJ
b. Years %
tion V111, Budget Projection Data

R Fiows are encered om 11 %8 through 37, ¢o to Vine &4}, .

CASH INCOME AND EXPENSE DATA FOR BASE YEAR?

o o 5. 1004938 I
38, Feed | . 438357 N S .

Machinery
40. a. Machine hire m.}f@é@@j@?ﬁ I I
j

b, Machine repairs

41. a. Auto Expense (farm share) 4L ggfggiﬁ_{jg@! I I |

b. 6as and ofi .
Livestock _ '
42. a. Purchased replacementsd %,§§£Egﬂj§3ﬁ | T
i

b, Breeding feas

17otal of years in 28 thru 37 must equal planning period in line 1.
2adjust base year vecord where more o Tess than one year's expense {s included,
i.e., if the feed bi1) was paid off, include only those feed costs incurred
during the year. The data entered for the base year should reflect the results
of future operation of the business if the investment were not made.
31nclude only replacements for the presently owned herd. Exclude animals purchased to
fncresse herd size. . :

l



43. &, Veterinary & Medicine
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LINE ANALYSIS
NGG 1 .

©. | 2639095( 4|
]

b. Other Tivestock expense
Crops
44. Lime and Fertilizer
45. a. Seeds and plants

b. Spray, other crop expense

u. 1007883
6. 123284/838
J

o

Real fstate

46. a. Land, buildings &
fence repaip

b. Taxes

w. 278903920
|

47. a. Insurance

b. Rent

. |30¢7028 73]

48. a. Telephone & ejectricity

b, Miscellaneous

8. |13/6|02067
|

Total Expenses
Income
49. Hilk Sales
50, Livestock Sales
51. a. Crop Sales {$100)

b. HMiscellansous

0. |OL5VIES

0. | 97508

5. |04/5]12399
. I

Total Income
Total Expenses
et Cash Flow
OTHER INFORMATION
52. a. Hired Labor costs in 5th ye.

53. a. Acres of corn - base vear

© b.  Mores of corn - Year 1

. 1948900

5. W0RAL30/N
|

¢. Acres of corn -~ Year 2

!

ANALYSIS
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Esﬂ

sﬁﬂ

57.

B8.

B3,

60.

61.

éz.

63.

& om

&

a.

L= - ]
s e
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w1l
LINE ANALYSIS
§0. 1

Acres of corn - Year 3 54, | A ﬂ ﬁi £ _gi

Aeres of corn - Year 4
Acres of corp - Year § and after

fcres of hay crops - base  65. gjﬁﬁj@ﬂz;ﬁﬁ

year {include cropland pasture}
fcres of hay crops-Year 1 |
Bcres of hay crops-Year 2

Acres of hay crops-Year 3 56, Efﬁ.ﬁ{?ﬂﬁﬁ
Acres of hay crops-Year & 3
Acres of hay crops-Year 5 and after

acres of other feed crops - §7. |JAF1 431449

base year
scres of other feed crops - Year 1 e %
pcres of other feed crops ~ Year 2 '

fcres of other feed crops 8. @g@@@@iﬁ@@g
Year 3
Acres of other feed crops - Year & ——m—l i

fcres of other feed crops - Year § and after

Acres of non-feed crops so. 1@ 1 _ ... i
base year

Acres of non-feed crops - Year 1 me——rl E
Acres of non-feed crops - Year 2 ,
Acres of non-feed crops 6. |&_ ). _ o4
Year 3

fcres of non-feed crops - Year & ——m—l 5
pcres of non-feed crops - Year 5 and afier —ee—

percent of crop sales from 61 |J40d 22 4

non-feed crops - hase year
Market value of real estate !
before investment {$1,000)

pounds of milk per cow 62. !f;{ﬁf@i&_@zﬁ

base year .
Average number of cows in base year R

hdded crop acres rented 63. i@_ _l
Year rent to start (1-8) '
Rental rate per acre

AHALYSES
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LINE  ANALYSIS ANALYSIS
MO, 1 2

Section IX Financial Feasibility
LIT Tinancial TeasThiTIty will not be considered, enter 0 in tine 64 and proceed to

11ne 85}

Credit Terms Available

(L7sT the Credit trms that will be used for refinancing onisting debt and financing
capital purchases conrnected with this investment. If a variable rate is. 'being charged,
11st the initial effective rate).

o N ey AU U WRATT

4. Years to repay
b. Interest rate
€. Even principal and interest {=0) or even
principal {=1)
d. Number of payments per year {for monthly,
gnter 0}

65. Credit Terms 11, Londer )55. ¢ A/%800 S A

{real estate s MONreatl w1
&, Years to repay J ! l

b. Interest rate
c. Even principal and interest {=0) or even

principal (=1}
d. Number of payments per ye@r {for monthly,

enter 0}
e eveans o e g 1oL L1 bl

8. VYears io repay | 5
b. Interest rate ,
¢, Even principal and interest (=0} or even
principal (=1}
d. Humber of payments per yesr (for monthiy,

enteyr 0}
§7. Credit Terms IV, Lender 67. gw wgm _,__LH | L -i i i—l I
{real estate -~ , nofiveal |} . O P
a. Years to repay : 1 a
b. Interast rate

t. Even principal and interest (ﬂﬂ) or even
principal (=1)
d. HNumber of payments par year (for mnnth1y,
enter 0)
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LINE ANALYSIS
. NO. 1

Current debt outstanding

ANA;YSIS

(Up to b loans may be entered. If fewer than 5 exist, enter 0 in the line following
the last loan entered and proceed to 1ine 78.) If Pinencial feasibilty is to consider

the investment only, skip to line 78.
68. "

“ loat )

principal ($1,000)
b, Above amount entered s loan payment
(=0} or original principal (=1}
¢. Wumber of payments per year (monthly
payments =0)
d. Years since loan was taken out

69. a. Years to pay {original term 69. I@Q@Q{Q;ﬂ;iﬁm

of loan} _
b. Payments ére even principal and __J l '
=1} '

interest {=0) or even principal (

¢, Interest rate

d. W11 this Toan be refinanced
(i=yes, O=no}

@¢. What credit terms wiil be used when refin-
ancing (from lines 64-67) (l=Credit Terms 1,
2=0redit Terms 11, 3=Credit Terms II1I,
4=Credit Terms IV, Veave blank if not refinanced .

70. Loan B (g y ’ 53, 70. |Q ¢ fﬂ 224

a. Loan payment{$)! or originai
principal {$1,000)

b. Above amount entered is loan payment
{=0} or original principal (=1)

¢. Mumber of payments per year (monthly
payments = 0}

d. Year since loan was taken out

71. a. Years to pay (original 71. I@_‘Z‘QI[&QQ!{'&
term of loan}
b. Payments are even principal and l

interest (=0) or even principal {=1)

¢. Interest rate

d. W¥ill this lJoan be refinanced

' {1=yas, O=no) :
e. What credit terms will be used when refinancing
{from 1ines 64-67) (1=Credit Terms I, Z=Credit

Terms 11, 3=Credit Terms II[, 4=Credit Terms IV,

leave biank 1f not refinanced)

v

[

lEnter total principal plus interest payment {f even payment loan. Enter principal omly
if even principal loan, If loan payment is $10,000 or greater, original principal must

be entered.
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LINE AMALYSIS

72. Loan € . |0 1|

a.

bﬂ

73. a.

Loan payment($)! or original I
principal ($1,000) j

Above amount entered 15 loan payment
{=0} or original principal (=1}

Humber of payments per year (monthly
payments = Q)
Years since Toan was taken out

Years to pay {original 73. I_ __Ll__ . |__LI

term of loan)
Payments are even principal and _J E
=i}

interest {=0) or even principal (

Interest rate
With this Joan be refinanced
{1=yes, O=no)
What credit terms will be used when refinancing
[from Tines 64-67) (1=Credit Terms I, 2=Credit

Terms 11, 3=Credit Terms 111, 4=Credit Terms 1Y,
leave blank if not refinanced)

74. toan D ‘ 74, . A

75. a.

&,

Loan payments{$)1 or ortginal

principal ($1,000) !
Above amount entered {s Toan payment

{=0} or original principal (=1)
Mumber of payments per year {monthly
payments = 0}
Years since loan was taken ocut

Years to pay {original 75, i__ _u_ . i__l_'

term of loan)
Payments are even principal and —mj !
=1)

interest (=0) or even principal {
Interast rate L
Hi1l this loan be refinanced
{1=yes, O=no} ‘
What credit terms will be used when vefinancing
{from Tines 64-67) (i=Credit Terms I, 2= {redit

Terms II, 3=Credit Terms 111, 4=Credit Terms 1V,
leave blank f fngt refinanced) _

ANALYSIS

S R

lEnter total principal plus interest payﬁent if e@en-pa&ment oan. Enter'brincipaﬂ ohly

if even principal loan.
be entered.

If loan payment is $10,000 or greater,

original principal must



76. Loan E

aw

bll

€.

d.
7. e

e.

B

w}fe

LINE ANALYSIS
HO. }

Loan payment{$i! or original E
prinicpal ($1,000) ]

fbove smount entered is loan payment ?
{=0) or original principal (=1} e

Wumber of payments pevr year {wonthly
payments = 0}

Years since Toan was taken out

ANA%VSIS

Years to pay (original term 77. l_‘_a ! .
of loan -

Payments are even principal aend
gnt?rest {=0} or even principsl
=]

interest rate

Hi11 this loan be refinanced
{i=yes, O=no)

What credit terms will be used when refinancing
{from lines 68-67) (i=Credit Terms I, 2=Credit
Terms 11, 3=Credit Terms IIl, 4=Credit Terms IV,

Teave blank §F not refinanced

78. In what years will refinancing ocCur?
{1f no entry is made in this Vine, refinancing will eccur only in year 0).
{0 = no refinancing, 1 = refinancing)

&.

345

w |Jodoldoleal bl

Year O |

Year 1

Year 2

Year 3

Year 4

Year b

Year of refinancing debt incurred to
replace existing machinery inventory
{0 = not refinanced, 99 = every year) —

lEnter total principal plus interest payment if even payment Joan. Enter principal only

if even principal loam.

" ba entered,

1f loan payment is $10,000 or greater, original principal must
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LINE ANALYSIS ANALYSIS
KO. 1 2

79. Credit terms used for new investment (from lines 64-57)
{1= Credit terms 1, 2=Credit Terms 11, 3=Credit Terms III
and 4=Credit Terms I¥, 5=Financed from equity).

a cd e a bcd e
8. Buildings o A AR

(1) Group A
{11} Group B : ig l"

{i111) Group C

B. Equipment
.« Livestock or trees and vines
Land {1} Group A
{11} Group B
{111} Grouwp £

€. Replacement of existing equipment (do not use 5)

If firancial feasibility is to consider the fnvestment only, skip
lines 80-83, 84b and 84c.

80. a. Average annual amount that 80, lggi&lﬂﬁfﬂ i_______l_______'

will be spent on replacement
machinery in future years if the
investment 1s not made {$1,000)!

b. Annual depreciation iF the investment
15 not made {$1,000}

81. If budget generator 1s mot used: 81, 1] | . I | . | o
4. Expected annual net cash flow if ' — ol —m el el ol
the investment is not made {$1,000) ]
{Calculated as total cash farm income minus
total cash expenses excluding interest costs)l
b. Ananual amount of fncome that qual{fies for
capital gains treatment if investment

is not made {£1,000)

82. Investment credit carryover 2. 1000106 4 g‘jg] | O
($1.000)
. Federsl — s

b. State
¢. Federal taxes paid during fast three years
that have not been offset by investment
tax credit ($1,000)
83. Expected annual irvestment credit

[~ o]

without expansion {$1,000)1 83. g@%@l@ 2 R
8. Federal :
b. State j
84. a. Estimated annual cash ilving expenses
excluding tazes (51,0001 " &4, |/¢.0/04.6|08 o N
b. Expected annual nonfarm fncome '

€. HNumber of tax exemptions {average

($1,000)1 ' | I
per tax family)

1Enter value in year 0 doliars, If values are being inflated, an actual dollar value
will be caleulated by inflating the value entered.



Tine 85)
as.

BE.

87.

8a.

89.

90.

g1.

92.

gsﬂ

94.

95.

9é.

Sectioﬂwxw

=
a

=& ==
@ H

b

b.

Assumption
Assumption
Asgumotion
Assumption
Assumption
Assumption
hssumption
Assumption
Assumpiion
Assumption
Assumption
Assumption
Assumption
Assumption
Assumption
Assumption
Assumpiion
Assumption
Assumption
Assumption
Assumption
Assumption
Assumptiop

Assumption

value desired

code

-69-

wh T

LINE

NO.

Hoditication of ﬁssumrtionsl
101 10w ' dification to be mads.

AuA%YSIS

18800{001 ]
]

yvalue desired

code

. 1002558073
]

value desirad

cods

87

1002402003

value desired

code

- |edéazgés ﬂ

yalue desired

code

89.

L=}

E@@ﬁ@@@@éﬁ
i

yatue desired

code

value desived

code

a1.

vaiue desired

code

92.

valye desived

code

93.

value desired

code

value desired

code

value desired

code

ANALYSIS
2

If none, enter "0 on

®
i"" - - = !' a

1see user's manual {Table 1) for assumptions and how to use this section.
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~18-
LINE ANALYSIS ANALYSIS
HO. 1 . 2
97. a. Assumption value desired 9. | ____ o I I
b. Assumption code |
98, a. Assumption value desired 9%. |_____ S . o
b. Assumption code ]
99.1/ a. Assumption vatue desired 99, | % I B
b. Assumption code i

Use Tine 99 o specify line changes for adjusted analyses:
.44 T T O T

1/ Computer systems that use 14ne 99 to indicate lines to be changed for adjusted
~ analyses cannot use this Tine for modifications of assumptions,

3 92l10l

Input 1ine numbers changed for Analysis 2 99. !?
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REWPLAR PHOGRAM 50
HAJOR CAPITAL IWNVESTHENT HOLEL
USING FORM 4 OF PROGRAHK 50
IHVESTHENT ABALYZED FOR HENRY HOLSTEIR
INVESTEENT IS DAIRY HERD EXPANSION
THIS IS ARALYISIS 1

4% INPUT DATA *%%

LINE# VALUES:

1 15
BUILDING INVESTHENT INFORMATION
2 B2000. C. L
3 1a 0. - 1o
§ 350006 0. 5
5 . ?:b ) Ow 1a ‘Es
EQUIPHENT INVESTHENT INFORMATION
8 15000. 1e 5e
9 1o Yo te T
%0 31000 0. S5« '
1% - 1. 1o 1e te
12 16000, Qa 5.
13 T 1. T 1.
LIVESTOCK INVESTMENT INFORMATION
1L 76. 85, 95,
15 105. 115. 148,
16 5. 5. S5a
17 Sa 5. 450.
i8 950. 25. 0.
19 5. i- 1a Ta
20 9.5 475, 20.
LA¥D IHVESTHEHNT INFORMATIICHN
21 0o #0600<
22 500040.
IBCOME TAX AND COST OF CAPITAL INFORHATION
27 15. 2. 31. fa
CASH INCOME AND EXPENSE DATA FOR EASE YEAR
38 14938,
39 38357.
40 1200. 7274,
41 380. 6110,
§2 1780. 1930.
43 2639, 9510.
Ly 7882.

45 2398, 1838,

(/8
b

0.
10.

8a

10.
0«

10

0.
5.

1=



e
47
48

49
50
51

-72-

2789. 3970,
3047. 2075.
3316.  2067.

154365.
15045,
15. 2399,

OTHER INFORMATICH

£2

53
54

55
56

57
58

59
60

61
62
63

28940,

82. 136. 161,
761. 161. 161.

135. 135. 135.
135. 135, 13s.

29, 25. 0.

0. 0. 0.
0. O, 0.
0. 220,
15612, 76.

0. 0. 0.

FINABCIAL FEASIBILTY INFORMAMION

€4
65

68
69

70
71

18
79
80
81
82
83
g4

30. 12.0 0. 0.
7 4.0 0. 0.

95. 1. 0. 6.0
20. g. 8.00 1. 1.

7. 0. 13.00 1= 2.

% 0. 0. 0. 0. 0.
1 1o 0. 2. 2. 1.

12, 15.

0.0 0.0
0.0 0.0 3.2
1.2 0.7

14.0 0.0 5.0

BODIFICATIOR OF ASSUBPTIONS

85
86
87
88
89

1.0 11.
255.0 12.
210.0 13.

700 5“&

7.0 29.

#3% END OF INPUT DATA ###



-

#%% TNVESTHMENT ANALYSIS #x%
1. KET DPRESEHT VALUE OF INVESTMENT ($) IS: 5418,
2. PERCENT AFTER TAX COST OF CAPITAL 153 11.2
3. CASH FLOW:

BEFORE TAK DEPRE~- TAX&BLﬁ AFIER TAX PRESENT

YEAR CASH FLOW CIATICH INCOHRE Tax CASH FLOW® VALUE
1 ~6%30. 18320. -25€89. -4024. -2106. -1894.
2 4504, 29631. -27970. -4024. 8528, 6897.
3 13115, 30099, -20953. -4024. 17%38. 124635,
§ 23497, 30408. -12265. = —2954. 26451, 17295.
5 35268. 30786. ~2308. -658. 35927, 21130,
& 37173%. 5325, 26223, 9988. 27150, 146717.
7 40379. 1225. 33199. 13129, 27250. 12961.
8 £3979. 673, 37724 15240, 28738, 12292,
9 83748, 4069, 35211, 14068. 29680, ' 11416,

0 50351%. 5458. 38566, 15634, 34717, 12009,
i1 51981. 130631. 326599. 12895. 39086. 12158.
12 57647, 20730, 29012, 11174, bo473a 13000.
13 58429, 22098, 29173. 11250, 47179, 11868.
14 63679. 16618. 38707. - 15700. 47979. 10854,
15 66895, 0. 58701. 25490. 41405, 8423.

TOTAL | / 175555.



‘ 4. INVESTMENTS (QOUTLAY):

 YEAR BUILDINGS EQUIPHENT
‘ D e dm e o o ek O 0 i s s e 4 o i et
0 77000. 47000.
| 0. 16050.
2 0. 0.
3 0. 0.
4 0. 0.
8 g. 26116.
11 0. 28415,
TERMINAL VALUE:
BEFORE
TAXK 21244, 63419,
AFIER ,
TAX 14149, 50054,

5. INVESTHENT TAX CREDIT:

CREDIT
20722,
3576.
1009,
1154,
1156.
’ 0:
0.
Oa
£179.
8781,
45646,
0.

B Y

ol ol quch
mwm\amqﬁ'\m:mmd

-74-

CATILE ' :
PURCHASED RAISED LAND TOTIAL

5510, 3420.  40000.. 172930.

6302. 574, 0. 263927,

6308. 4394, 0. 11203,.

7215, 5237. 0.. 12453.

7222, 5604, 0. 12826.

0. Qs Q. 26116,

0. 0. 0. 54883.

0. O 0. 284:15,

TOTAL

154642, 137950. 377256.

133%82. 124864,  323049.
RECAPTORE NET
152; 20570.
333. 3243.
. 447, 562.
539. 615.
603. 552,
404, -404.
224, -224.,
80, -80.
0. 4179.
0. 8781.
0. 4546,
3575. =3575.

PRESENT VALUE OF NET INVESIMENT TAX CREDIT IS: 26785.

PRESENT
VALUE

- . " i —

172930,
24215,
9060..
9056..
8388.
11171,
18984,
BB839.

262642,

716748.

65720.



6. BUDGEX:

L.ABOR

FEID

HACRIRE HIRE

HACHINE REPAIRS

RUTC EXPERSE

GAS & OIL

PURCHASED REPLACEMENZS
EREECING FEES

VET & HEDICINE

OTHER LIVESTOCK

LIBE & FERT

SEEDS & PLANTS

SPRAY & CTHER CROP
LAND, BOILD, REPAIRS
TRXES

IRSURANCE

RENT

TELEPHONE & ELECTRICITY
KIsC. EXIPENSES

TOTAL EKPEHSES
HILK SALES
LIVESTOCK SALES
CROP SALES - FEED
CROP SALES - HOR-FEED
MISC. INCOHE
TOTAL INCOHME
BET INCOHE
INCREASE IN CASH FLOW

HUMBER OF CQ®S
PRODUCTION PER COW (LBS}

-75-

1

e ity e3R VED ST P D

30923,
38501%.
1862,
9365.
455,
7866,
1905.
2310.
3158,
11361.
11801,
3285.
2632,
5101,
5838.
§EU45,
2220,
3968.

2712

Bt I P . G

148927,

184730.
17269%.
19317
0.

206793.
57866.
-6130.

85.
15612.

2

o e s a2y wip =D

33088,
50829,
1993-0
10307.
544,
£658.
2038.
2762.
3777.
13610.
13493,
3515.
3068.
4388,
6247,
5089.
2376.
4746.
3163.

173687,
220915.

20271,
2066.

256667.
72980,
4504,

95,
15612.

201925,
261261.

23057,
0.

288309.
86364,
13115,

105,
15612,

% 5
37882.  B0534.
86734, 109341,

2281. 2641,
12456.  13678.

754, 877.

10463. 11489,

2333. 2497,
3828. §452.
5234 6088.
18862.  21938.
15448.  16529.
8024. 4305.
3512. 3758.
5024, 5376.
7152. 7652.
6099. 6671a
2720. 2910.
6577, 7649,
429 2. 4975,
235675, 273160
306173. 356093.
26726.  30791.
0. 0.

0. 0.
4673. 5431.
337570. 392314,
101895. 119154,
23497. 35268,

115. 125,
15612.  15612.



7. FINANCIAL FEASIBILITY ANALYSIS: COMPLETE FARH 3USINESS.

O D T iy ke ik 2 e R T 8 e W S i Y S

Y AP o i e e

BEFORE~TAX CASH FLOW

TAYXES PAID

AFTER-TAX CASH FLOW

LIVING EXPENSES

CASH AVAILABLE FOR
DEBT PAYMENTS:

DEET

SCHEDULED
INCL.

HACH.

REPLACEMENT

EXCESS OR DEFICIT

DEBT SUMHARY (SCHEDULED):

OUISTIANDING DEBT:
INRTERMEDIATE
LONG TERM LORANS
BHACHINERY REP.

TOTAL

DEBT PAYHMENTIS:
INTERMEDIATE
LONG TERH LOANS
HACHINERY REP.

R ok %

FINRNCING FROH
EQUITY

¥*% ERD OF ANALYSIS

76

s T e

e e L T e T Py

119154,
4965,

-~ et i, o .

1141789,
19636.

- 2 o m ey

OO TR D T XN IS R AT M I AN o T O NN NOWEEN W SO S S AP P MON ST o kb e N WS O NS S P IR e D ek SIS AR RS g s AT A ol s o b

102081,
197157.

299237,

0.

1 %%x

115190
196441,
12839.

i o2 g e e s

324470.

22956,
24336,
0.

0.

YEAR

2 3 4
72980. 86384.  101895.
83. 584, 2917.
72897. 85800. 98978,
16029. 17151, 18351,
56868. 65649, 806217.
52319. 53738. 55360.
55206. 59714. 64643,
1662, 8935. 15984,

YEAR

2 3 i
108851.  100960. 90166.
195635.  194726.  193702.
25414, 37534, 48967,
329900.  333220.  332835.
27983, 29402, 31024.
24336. 24336. 24336.
2887. 5977. 9283.
0. 0. 0.

68805,
192549,
59435.

TN e B chir o i

320788.

32649.
24336.
12820.

0.
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%% PTHIS IS ANALYSIS 2 #%%¥

#k% DATA CHAHGES %%

LIRBE # VALUES:

49 48432,

*%% END OF CHANGES %%

k% TNUESTHEHT AMNALYSIS #*%%

1. NET PRESENT VALUE OF INVESTHENT ($) IS:

2. PERCENT AFTER TAX COSI OF CAPITAL iss

3. CASH FLOW:

: BEFORE ThAX
YEAR CASH FLOR

o Gl T TS D R D R WO

-6882.

2805,
10339,
19503.
299060.
31993,
34232.
37402.
36710.
10 4282%.

L0 0 =] OV LA & L) DS e

11 33924, .

12 495026,
i3 §9204.
4 536809.
18 56334.

TOTAL

DEPRE-
CIATICH

g e -

18320.
29€31.
30099,
30408.
30786,
5325.
1225,
673.
4069.
5458.
13031.
20730,
22098,
16618.
0.

TaXABLE
INCOBE

s e VA 00 o T e

-2644%.,
~29669.
-23729.
«36259.
~T677.
20478,
27052,
31145,
28174,
3103¢6.
20642,
20394,
19949,
28836.
h8139.

-23259.
11.6
AFTER TAX
Ta¥ CASH FLOW
-53024. -2858.
~5024. €830.
-4024%. 14363,
~3643. 23146.
-1997. 31897.
7553. 26440,
10339. 23893.
12170. 25231.
10814, 25896,

- 12119. 30702.
3317. 34607,
7516, 41510,
7328. 41875.

11095, 42714,
20197. 36137,

PRESERT
VALUE

T P GRS R S S

-2561.
5484.
10334,
14922.
18426,
126517,
11082,
10487.
G644,
10245,
10348.
11122,
10054,
9189,
6966.

148392,



4. INVESTMENTS {OUTLAY):

YEAR BUILDINGS EQUIPHERNT
¢ 77000. 87000.
1 0. 16050.
2 0. 0.
3 . 0.
i 0. 0.
8 0. 26116.
10 0. 54883,
i1 0. - 28415,

TERMINAL VALUE:

BEFORE

TEX 21244, 63499,

AFTER

Tax 14489, 50694,

5. INVESTHENT TAX CREDIT:

CREDIT

i & o s k. 8 S TS D i <A

W00 sl O U L) B
s
el
Ln
(52
@

el anh el
[€, 315 Y
&= &
[ I |
&£ m
N s
v g
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CATITLE
FURCHASED RAISED LAND TOTAL
5510. 3420. 40000. 172930.
6302, 4574, 0. 26927,
6308. 4894, 0. 11203.
7215. 5237. 0. 12453.
7222 5604. 0. 12826.
0. 0. O. 26116,
0. 0a 0. 54883.
0. 0. 0. 28415,
TOTAL
154602, 137950. 377256.
134972, 125491. 325645,
RECAPTURE NET
152, 20570.
333. 3243,
H47. 562.
539. 615.
603. 552,
404, =404,
224, =224,
80. -80.
0. 4179.
0. B8781.
0. 4546,
3575. =3575.

PRESENT VALUE OF MET INVESTHMENT TAX CREDIT IS: 26520.

PRESENT
VALUE

i D e o N

172930,
24128,
8995.
8959.
8269.
10854,
18315,
8497,

260946,

72724,

62775.



6. EUDGET:

LABOR

FEED

MACHINE HIRE
HACHINE REPAIRS
AUTC EXPENSE

GAS & 0IL .
PURCHASED REPLACEMERTS
BREEDING FEES

VET & MEDICIKE
QTHER LIVESTOCK
LIKE & FERT

SEEDS & PLARIS
SPRAY & QTHER CROP

LAND, BUILD, REPAIRS
TAXES

IRSURARCE

RERT

TELEPHONE & ELECIRICITY
MISC. EXPERSES

TOTAL EXPERSES
MILK SALES
LIVESTOCK SALES
CROP SALES - FEED
CROP SALES —~ HOR-FEED
BISC. INCOHE
TO0TAL INCCHE
KET INCOME
INCREASE IN CASH FLOW

HUABER OF COWS
PFRODUCTION PER COW (LBS}

~79-

1

i D D 4D T

30523,
38501, .

1862.
9365.
§55.
7866.
1905.
2310.
3i58.
11361.
t1801.
3285.
2632.
410 t.
5838.
4645,
2220-
3968.

T D W D 023

148927,

177630.
17268,
1937.
05
2862,

iy D T D 6D

199693,
50766,
-6882.

B5.
15612%

2

T P S S G

33088,
50829,
1993,
90307,
544.
8658,
2038.
2762,
3777.
13610.
73493.
3515,
3068.
4388.
6247,
5089,
2376.
706,
3163.

Eeio CEIP o D D

173687.

212825,

202%%.

2066.

238176.
64489,
2805.

95.
15612

YEAR
3

i T T W P

35404,
66618,
2132,
191335,
643.
9521,
2181,
3267.
44656,
16086
14437.
3761.
3282.
4696.
6684.
5572,
2542,
5e12.
3677.

201925,

251220,
23057.
0.

i s A s e oz el |

278265,

16340,
103329,

105.
15612,

37882.
867 34.
2281.
12456,
754.
16463,
2333.
3828.
5234.
18862.
15448,
4024.
3512
5024,
7152.
6099.
2720.
6577.
§292.

A o e S WD AR

235675.

204405,
26724,

. ol R

325799.

90124,

19503,

115,
15612.

D R S R 0

#0534,
109341,
2441,
13678.
8.?79
11489.
2497.
G452,
6088.
21938.
16529,
4305.
3758,
537e6.
7652,
6671,
2910,
7649,
k875

e w2 e iy

273160.

342806,
30791.
G.

Gﬁ
5427,

A s AT D 4TD T

378624,
105464,
29900.

125.
15612,



7. FINANCIAL FEASIBILITY ANALYSIS: COMPLETE FARM BUSINESS.

B R g T R P L ———

BEFORE-TAX CASH FLOR
TAIES PAID

AFIER-TAX CASH FLOW
LIVIRG EXPEWSES

CASH AVAILABLE FOR DEBT
DEBT PAYHENTS: SCHEDULED
IRCL. HACH.
REPLACEMENT
EXCESS QR DEFICIT

DEBT SUMMARY (SCHEDULED):

-80-

ok, e e i i .

53928.
183980.
3g94s.
§47292.
47292.

-8345%.

2

A . I AT~ 2t e

64489,

83.
64405,
16029.

88377.

. 52318,

55206.
"68290

YEAR
3

76340,
112.
76228.
17151,
59077.
53738.

59714.

~637.

D N NI L P S S Gl o kT O S0 O3 AR D TS OP <xn o N ST ER W TP D Ul 4L Gimwkm D KB KIS N D TR ATE B NI e e TN W D s s o R

QUTSTANDING DEBT:
INTERUEDIATE
LOWG TERM LOANS
SACHINERY REP,

102081,
187157.

T0IAL 299237,

DEBT PRYBERTS:
INTERMEDIATE
LONG TERM LOANS
BACHINERY REP.

% % & %

FINANCING FROH
EQUITY _ 0.

#%% END OF ANALYSIS 2 #*%%

115190,
195441,
12839.

Dt ity ey v v e

3244870,

22856,
24336,
0.

0.

108851,
195635,
25414,

323300.

27983.
24336.
2887.

100960.
194726,
37534,

> e oty R oD

333220.

2%402.
24336.
58717.

4 5
90124. 105464,
135. 2824,
85589. 102640.
18351. 19636,
71638. 83004.
55360, 56985.
64643. 69804,
6995. 13200.

4 5
. 90166. 68805,
193702. 192549,
48967. 59435,
332835.  320788.
31024, 32649.
2“336- 2“336.
9283. 12820.
0. o-
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#%% THIS IS ANARLYSIS 3 #%¥

wkdk DATA CHANGES ¥¥¥

IINE & VALUES:

S0 1.0 125.

$EJOTR®* LINES 68-77 AND 80-84 HAVE BEEN SET T0 ZERC.
ANY CHANGES MADE TO THESE LINES BEFORE SETTIRG ASSUNPTION
125 WERE LOST. (CHAEGES MADE AFTER SEITIRG ASSUKPTIOR 123
ARE NOT AFFECTED

#%% END OF CHANGES *%%

%% INVESTMENT AHALYSIS *%®
1. NET PRESENT VYALUE OF INVESTHENT (3} IS: -~23259.
2. PERCENT AFPTER TAX COST OF CAPITAL I5: 116

3. CASH FLOH:

: BEFORE TAX DEPRE~ TAEABLE AFTER TAZX PRESERT
YEARR CASH FLOE CIATIQN INCOHE T4% CASH FLOW VALDE
1 ~6882. 183240. -2644%. ~4028. -2858. =-2561.

2 2805, 298631. -29669. 4024, 6830. 5484,

3 10339, 30099. -23729. =4024. 14#363. 16334,

b 18503. 30408, - 16259, —-3643. 23146. 14922,

5 29900, 30786. -7677. -1997. 31897. 168426.

6 31993, 5323. 20478, 7553. 244080, 12651.

7 34232. 1225. 27052 10339, 23893. 15082,

8 374802, 673. 31145, 12170. 25231%. 10487,

9 36710. 4068. 28174, 10814, 25896, 964i.
10 42821. 5458, 31036, j2119. 30702. 10245,
11 43524. 13031, 2BEUZ. 9317. 34607. 10348,
12 $3026. 20730. 20390. 751%6. 1570, 11122.
13 49204, 22098. 19949, 7328. 41875. 10854,
14 53809. 16618. 28836, 110695. 42714, 9189,
15 56334. G 48139, 20197. 36137. 6966.
TOTAL 148392.

NOTE: Sections 4 through 6 of the output are omitted because they are identical
to Analysis 2. See pages 78-79. '
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7. FINANCIAL FEASIBILITY ANALYSIS: INVESTMENT CNLY.

I i T oI < D W TS ST TP oo o i R MY e S S ST it G R S W

BEFORE~-TAX CASH FLOH
IAXES PAID

AFIER-TAX CASH FLOW
LIVING EXPENSES

CASH AVAILABLE FQOR DEBT
DEET PAYMENTS: SCHEDULED
INCL. HMACH.
REPLACEMENT
EXCESS OR DEFICIT

DEBT SUMKARY (SCHEDULED):

Ty A 2 —

R . TR D o T

26250.
-31855.

. li i -

=

D

T D ST e e o ey T A A i T e S TR ATD i W S kB N R iGS D AFE —e i lr c e

- e Ty e

IR AT UL SIS Rl A NS e e e o m R D EB e e ) 4 vk e O WD . <P <l b e o et e e e v

OUOTSTANDING DEBT:
INTERHEDIATE
LONG TERM LOCANS
MACHINERY REP.

D D BD otz o e W

I0TAL 169510.
DERT PAYMENTS:
INTERHMEDIATE

LONG TERM LOAES
MACHINERY REP.

# ok B &

FINANCING FROHM
EQUITY 0.

*#%% END OF ANALYSIS 3 %%%

Y ozl <3 e e

186€83.

11809,
0.

0.

116097,
On

185024,

16835,
14442,
0.

*%% NO MORE ANALYSES -~ RUN ENDED #®#%x

663635,
115557,
0.

T et 8 e

182523,

18254,
14442,
0-

62986,
114950.
0.

17793s.

19877.
442,
0a

49457,
114265.

T .

163722.

21501,
14442,
0-.
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CEXAMPLE 7: KARL YINEMAN'S PROPOSED VINEYARD DEVELOPMENT

Karl Vineman, the operator of a grape farm, is considering the develop-
ment of a new 25 acre vineyard. He has the opportunity to purchase 30 acres
of land nearby for $1,200 per acre. The 30 acres will permit & 25 acre
vineyard after allowing for roadways, headlands and some land not suitable for
grapes. He is interested in both the profitability (net present value) and
the financial feasibility of the proposed investment.

Met Present Vaiue

, Karl expects the vineyard to last at least 25 years and believes it is
unreasonable to expect the vinevard to be a profitabie investment if evaluated

over a period as short as 15 or 20 years. Therefore, he will use a 25 year
planning period. -

He has made the following estimates of establishment and development
costs per acre for two varieties, Seyval and Reisling.

Variety A Variety B

Seyval Reisiing
Establishment costs $ 56O $1,470
Trellis construction {1 yr. after establishment) 1,170 1,170
Development Costs, 1st year 240 260
Development Costs, 2nd year 270 280
Development Costs, 3rd year 380 400

Five acres of Seyval will be established in year 0 and 10 acres in year 1.

Ten acres of Reisling will be estabished in year 0. Development costs will be
expensed in the first analysis.

Karl expects to harvest a small crop in year 4 and 3 somewhat larger crop
in year 5 of each planting. Beginning in year 6 he expects to have a full
crop. Projected receipts and expenses per acre, in year 0 dollars are:

Seyval
Year after
tanting Receipts Expenses Met Cash Flow
4 § 600 § 550 ¥ 50
5 950 750 200
86-25 1.630 1,040 590

For the 10 acres planted in year 1, these cash flows will be delayed one year.

Reisling
Year after
lanting Receipts Expenses Net Cash Flow
5 $ 7Eﬁ $ 625 $125 :
5 1,150 . 840 310

6-25 2,000 1,240 760
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Karl believes he can handle the additional 25 acres of grapes without
additional equipment. However, he expects his equipment repair bills to be
nigher than if he didn't make the investment. The added repair bills have

been included in the projected establishment and development costs and annual
cash flows.

Karl estimates the terminal value of the trellis to be 10 percent of its
initial cost, the terminal value of the vines to be $500 per acre for Seyval
and $1,000 per acre for Reisling and the terminal value of the land to be the
same as the initial investment. A1l estimates are in year 0 dollars.

Karl has estimated his cost of capita) before-tax to be 15 percent. He
expects to be in the 28% Federal tax bracket if the investment is not made.

Karl believes that the inflation rate will average about 6 percent per

year in the future and wants to evaluate the investment under that assumption.
Al costs and returns will be inflated at 6 percent per year.

Financial Feasibility

Kart currently has a 30 year mortgage which he obtained four years ago
with an original principal of $92,000 and an interest rate of 11 percent. The
mortgage will be refinanced at 12% for 30 years. The land and the cost of the
trellis for the new vineyard also will be financed at these terms. He has a 7
year equipment loan obtained twe years ago with an initial principal of
$30,000 and an interest rate of 14 percent. He does not plan to refinance
this Toan. He plans to borrow the money for the establishment costs on a ten
year loan at 14 percent interest. The development costs will be paid out of
current income 1f expensed but financed on a 10 year, 14 percent loan if
capitalized. Replacement of the existing equipment will be financed at 14
percent Interest for 7 years and will not be refinanced. All loans will have
one payment per year.

Adjusted Analysis

Development costs will be capitalized rather than expensed. See line 14.

Input Form

A copy of the input form for evaluation of Karl's investment appears on
pages 85-96. Pages 3, 4, 5, 10, 11 and 14 of the input form are omitted

because they have no nonzero entries. For a copy of the complete input form,
see pages 53-70.
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HEWPLAK PROGRAM B0 {Form 4)
PROFITABILITY AND FINANCIAL FEASIBILITY OF WAJOR CAPITAL INVESTHENTS

PROGRI® J $ 44 & | Phone Date
NAME ’ ~ hddress
gﬁriﬂ%&%m %%ﬁ?%ﬂ@@ mmmmmm
INVESTMENTY p* )
Vineyaxd Degelopmentisamy—--------—"""="

LIKE BMALYSIS AMALYSIS
KO. 1 Z

Section 1.

1. a. Planning period (years} o1, E@ﬁ I n

section I1. Buiiding Investment Information
(Up @ 3 bulldings or categories of buildings may be specified. IF no bulldings are in-
volved, enter a "0" in Tine 2 and proceed to Tine 8.}

2. ltem or group A __

a. Tetal cost '“ Wﬁ@jfﬁ?ﬂﬂ@ﬂ | L_e___LLJ
A

b. Year of purchase
(0 = beg. of planning period;
1 = end of lst year, etc...)

C. Reéovery class {5, 10 or 15 years)

3. a. Recovery Option Code 03. iﬁlgiﬁif !Q@i Vi Qi Li»ﬁ—-%—!m _I_ _,,E

gption Recovery Class
Code 3 5 iU 15
~yré depreciated over-

i Rapld —--vommen= Rapid
3 3 & 10 15
3 & 12 25 38
4 12 25 35 85
g non depreciable

b. Recovery option code on replacement ———.J
c. Does investment qualify for Federal
investment tax credit? (O=np; l=yes)
d. Does investment qualify for State
investment tax credit? {0=no; l=yes)
e. Years to replacement
(i€ not to be replaced, enter 0}
§. Salvage percent {% of total cost)?

lModel will replace the item or group the number of times required to complete
the planning period.

Zignore inflation when estimating the salvage percent. The percent entered shouid be
pased on the value at time of trade-in if replaced, or the value at end of tanning
period if not replaceé. If values are being inflated, the inflated value will be
calculated by the computer.



=86~

-

LINE ANALYSIS ' AHALYSIS
NO. 1 ‘ 2

4, -Item or group B
{1f none is to b& considered, enter "0" on 1line 4 and proceed to line 8).

a. Total cost M.@jﬁféﬁmdﬂ I ______ LLJ
|

b. Year of purchase
{C = beg. of planning period;
1 = end of ist year, etc...)

c. Recovery class (5, 10 or 15 years)

5. a. Recovery option code 05, mﬁ_ﬂfi@ ﬂ_{gl |_|_§|__|ﬂ|_ “l_ _I

{see 3a for codes)
b. Recovery option code, rep?acement_J
€. Federal ITC {0=no; l=yes)
d. State ITC (O=no; l=yes)

&, Years to replacement
{1f not to be replaced enter 0).1

f. Salvage percent?

€. Item or group ¢
(1f none is to be considered, enter "0" on line 6 and proceed to line B8).

8. Total cost 05. l@ _____ u__ ‘_i ! ______ |__|_ __i
b. Year of ourchase |

{0 = beg. of planning period;
1 = end of ist year, etc...)

]

#

c. Recovery class {5, 10 or 15 years)

7. a. Recovery option code S T T I
{see 3a for codes)
b. Recovery option code, rep?acement_l i
¢. Federal ITC (O=np; l=yes)
d. State ITC {D=no; l=yes) , ;
2. Years to replacement

{1f not to be replaced enter 0.1
f. Salvage percent?

IModel will replace the {tem or group the number of times required to complete the

planning period,

Ignore tnflation when estimating the salvage percent. The percent entered should be
based on the value at time of trade in if replaced, or the value at end of planning
period 1f not replaced. If values are being inflated, the fnflated value will be

calculated by the computer.
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- LINE - ANALYSIS ANALYSIS
NO. 1

e i P i

section 1V B. Tree and Vine Infarmationl

14. Are development cost: d (= . -
o;fecai?ia??ﬁéﬁ oy e i, |2 2 9jo ol AAAN 199 8lo olgld\ A

& For variety or planting A _J !

b. For variety or planting B

Income tax recovery option used (see 1ine 3a)2

¢. For variety or pianting A

d. For varfety or planting B

variety or Planting A

15. . heres to be established: yr. 0 15.|0 51/ 0104]04 L I
b. year 1 I i
Ge year 2 .
d. year 3

16. a. Land value per acre (§100)  16. |Q@|g§§[2;m3 L __L;_ __._L._L._I

{if Yand is not part of

investment) _
b. Establishment cost per \
acre ($100)
c. Development costd per
acre: {$100) st year®
d. 2nd year _
17, a 3rd year 17. |3igl@@ié@ 054 S T
b. 4th year —
C. Bth year '

d. Terminal value of trees
and vines per acre {$100)5

TTnis section cannot be used if livestock information is entered in Section IV A,
Livestock Investment Information. .

2¥7eec and vines are automacicaily treated as 5 year property (recovery class).

3capitalization takes place as of the jast year for which development costs are entered.
A1 development costs occurring after that date should be included in operating costs.

4v?art?f development costs refer to the number of years after establ {shment for each
planting.

Srerminal value of trees and vines at vear 0 prices.
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LINE ANALYSIS ANALYSIS
MO. 1 2

Variety or Planting B
18. a. Acres to be established year 0 18. E{QL@:@J_@Q!QQ! i_ ___L ___!_ _l_ _l
b, year 1 | !
¢ year 2
d. year 3

19. a. Lland value per acre {$100) 19. 104|117 7126|128 I I I
|

b. Establishment cost per acre

¢. Development costl per

acre {$100) 15t year?
d. ’ Znd year
20. a. Ird year 20.(§.0|0.00.0|{ 0.9 [

B, ith year ceeeee ) i

<. gth year

d. Terminal value of trees
and vines per acre {$100)3

Section V. Land Investwent Information?
{Enter all depreciable real estate under Section 11 or IV B, If no Tand purchase {is in-
velved, enter "0" on Tine 21 and proceed %o lime 27).

21. Ttem or group A |

a. Year of purchase 21. Iﬁ&!_ﬁ;ﬂjé Q_éﬂ | _I ______ |
i.

b. Cost

22. Terminal value at end of

ptanning period 5 22. |g_3g§_g;q I__ _____ |

icapitaiizat%on takes place as of the last year with positive development costs.
A1l development costs occurring after that date should be included in operating costs.
ZYear of development costs refer to the years after establishment for each planting.
Terminal value of trees and vines at year 0 prices.
41nclude value of bare Tand purchased for tree and vine investment 1isted in
Section IV B.
Senter value 1n year 0 doilars. If values are being inflated, an actual dollar value
will be calculated by inflating the value entered.
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LINE ANALYSIS  AHALYSIS
NO. S 2
23. item or group B
a. Year of purchase 23. gggdj ““““““ 5 !_,_j ______ I
b. Cost j |
24, Terminal value at end of
planning periodl 4. | ____ B e i
25. 1tem or group C
a. Year of purchase 25, | .. i I I |
b. Cost |
26. Terminal value at end of
planning period! _ 26. | ___ § o] |

Section VI. Income Tax and Cost of Capital Information

27. a. Cost of Capital (%) 27. Efﬁggﬂgﬂ_ﬂ i_,_i__,L,_E_I

b. Federal Income tax bracket assumingﬂwwwwj
the proposed investment 1s not mad

¢. State code {MNew York = 31)

d. Humber of tax families

section VII. Projected Increase in Cash Flow

{1¥ cash ¥low 1§ to be estimated by tne program, enier “0" on line 28 snd proceed to Vine
38). Enter increase in cash flow before jncome taxes. (Projected increase in cash ve-
celpts minus increase in cash expenses. )

28. a. hmount 2. |ggge 00|03 e I
b. Yearsd 1

29. a. Amount 29. |9@45¢0\9{) I |4
b, Years |

30, a. Amount 30. |@ﬁf§é€l;@j_i e I
b. Years | .

3. a. hmount . |8/25580 1) e e e |-
b. Years !

3. a Aount w |JLE¥SONTY | |
b. VYears |

1gnter vatue in year 0 dollars. If values are befng inflated, an actual doliar value
will be calculated by inflating the vaiue entered.

Zpo not inciude increased sales of calves and cull cows nor added purchased replacements.
3Total of years in 28 thru 37 must equal planning period in line 1.



33. a. Amount

b. Yearsl
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ANALYSIS

34, a. Amount

b. Years

35. a. Amount.

b. Years

36. a. Amount

b. Years

36.

37. a. Amount

b. Years

37.

Section YIII. Budget Projection Data

{1t cash flows are entered on Tines 28 through 37, go. to 1ine 64).

CASH INCOME AND EXPENSE DATA FOR BASE YEARZ

38. Labor ‘. | |

39. Feed 39. |_ __l____|

Machinery

40. a. Machine hire 0. |__ |l ____ |
b. Machine repairs |

41. a. Auto Expense {farm shére) 41. I--—-—J _____ |
b. Gas and ofl J

Livestock

42. a. Purchased replacements3 42.

b. Breeding fees

1Total of years 1 28 thru 37 must equal planning perfod. in: Yine 1.
Zadjust base- year record where more or less than one

ANALYSIS
2

year's. expense 1s. included,

i.e., if the feed bill was paid off, include only those feed costs incurred
during the year. The data entered for the base year should reflect: the results.
of future operation of the business if the investment were not made.

31nclude only replacements for the presently owned herd.

increase herd stze.

Exclude animals purchased to
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LINE  AWALYSIS ANALYSIS
HO. 1 ' 4

Section 1¥ Financial Feasibility :
[If ?Tna?cia1‘?éasibi11ty ATV not be considered, enter O in Vine 64 and proceed 1o
Tine 85

{redit Terms Available

LTSt the credit terms that will be used for refinancing existing debt and financing
capital purchases connected with this investment. If a variable rate §s being charged,
Vist the inftiel effective rate}.

64. Credit T 1, Lend 84. . : .
rear Terms 1, Londer ot |JOUU2GA0 A

{real estate _Y , nonrea
a. Years to repay 5 ‘ ‘

b, Interest rate
¢. Even principal and interest {=0] or even

principal (=1}
d. Number of payments per year {for monthly,

enter 0)
65. Credit Terms 11, Lender 65. . .
{real estate , monveal | Ig@lf‘fﬁﬁ'ﬂ L" ""L'"'_LL&
a. Years to repay | i
b, Interest rate
c. Even principal and interest (=0} or even
principal (=1) .
d. Wumber of payments per year {for menthly,
enter 0}
66. Credit Terms III, Lender 66. L0 .
{real estate , NONrea’ }igﬁj?ﬁJil i"J““JJJ
a. Years to repay | !
b. Interest rate

¢. Even principal and interest (=0} or even
principal (=1}
d. Mumber of payments per year {for monthly,

enter 0)
67. Credit T iv, Lend 57, . .
e ettate o nomFERT ] et e
a. Years to repay ‘ i !
b. Interest rate

¢. Even principal and interest (=0} or even
principal (=1}
d. bYumber of payments per year (for monthly,
enter 0)
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LINE ANALYSIS
NO. 1

Current debt outstanding

ANA;YSIS

\Up © 5 Toans way be entered. If fewer than 5 exist, enter 0.1n. the line following
the last Toan entered and proceed to Tine 78.) If financial feasibilty is. to consider

the invesiment only, skip to line 78.

68. Loan A ﬁ ; : 68. |£éf2lfl 42{;@
I origina . _

a. Loan payment(#. ¢
principal ($1,000)
b. Above amount entered is loan payment

{=0) or original principal (=1)
C. MNumber of payments per year. {monthly

payments =0}
d. Years since loan was taken out

69. & Years to pay (original term 69. IJMHMVW

of lean} T mooEs
b. Payments are even principal and ‘

Interest (=0) or even principal (=1)

C. Interest rate

d. WiTl this 1oan be refinanced
{l=yes, O=no)

e. MWhat credit terms will be used when refin-
ancing {from 1ines 64-67) (l=Credit Terms I,
2=Credit Terms II, 3=Credit Terms ITI,
4=Credit Terms IV, leave blank if not refinanced —_|

0. wfﬁ.d.ﬂf -4

70. loan B _ £- @ gy e 3]
a. Loan paymdnt{$I! or original
principal ($1,000)

b. Above amount entered is loan payment

(=0) or original principal (=1)

C. Number of payments per year (monthly
payments = Q)

d. Year since loan was taken out

71. a. Years to pay {original 71. L@Z}QI_Z{_@QM_'
. term of loan)
b, Payments are even principal and W“J

interest (=0) or even principal (=1) .
¢. Interest rate .
d. Wil this loan be refinanced

{i=yes, O=no)
e. What credit terms will be used when refinancing

{from lines 64-67) (1=Credit Terms 1, 2=Credit

Terms 11, 3=Credit Terms 111, 4=Credit Terms 1V,

Teave blank 1f not refinanced) -

lenter total principal plus fnterest payment if aven: payment loan.
;: evgn pgincipa1 loan. If loan payment is $10,000 or greater, ort
entered.

Enter principal only
ginal principal must



76.

7.

78.

Loan E (/T T W o
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LINE ANRLYSIS ANALYSIS
NO. 1 2

a. Loan payment($)l or original E
prinicpal ($1,000)

b. Above amount entered is loan payment
(=0} or original principal (=1)

¢. Humber of payments per year (monthly

payments = 0)
d. Years since loan was taken out
3. Years to pay (original term 77. L __i__l__ . __I__L_I L, «-L—L— s __‘_u

of loan

b. Payments are even principal and
interest {=0) or even principal

(=1}

¢. Interest rate

d. W11 this locan be refinanced
{1=yes, O=no}

e. What credit terms will be used when refinancing
{from 1ines 64-67) {1=Credit Terms I, Z=Credit
Terms 11, 3=Credit Terms III, 4=Credit Terms 1Y,
jeave blank if not refinanced

In what years will refinancing occur? '
(1f no entry is made in this iine, refinancing will occur only in year 0).
(0 = no refinancing, 1 = refinancing) :

o (edlaes LS00

8. Year 0 J i

b. Year 1

c. Year

d. Year

e. Year

[L N

f. VYear

g. Year of refinancing debt incurred to
replace existing machinery fnventory
(0 = not refinanced, 99 = every year)

lgnter total principal plus interest payment if even payment loan. Enter principal only

{f even principal loan. If lean payment is $10,000 or greater, original principal must
be entered.
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LINE ANALYSIS ANALYSIS
NO. 1 2

79. Credit terms used for new investment {from 1ines 64-67)
(1= Credit terms 1, 2=Credit Terms 11, 3=Credit Terms 11I

and 4=Credit Terms 1V, 5=Financed from equityg.
a ctg e a b ¢ d e
a. Bulldings o A3 ]

{1) Group A
{41} Group B || ! l ' '

{(111) Group C

b. Eguipment
c. Livestock or trees and vines
d. Land {4) Group A
{11) Group B

{1i1) Group C

e. Replacement of existing equipment {de not use 5) __

If financial feasibility is to consider the investment only, skip
tines 80-83, 84b and 84c.

80. a. Average annual amount that 80, P08 A000 |
will be spent on replacement w “z"g"& L"“J—_—J
machinery in future years if the

investment is not made {$1,000)1
b. Annual depreciation if the investment
is not made {$1,000}

81. If budget generator is not used: 81. |gﬂ§fmagq | . | . |
a. Expected annual net cash flow if =~  — =~ - mTTmT T e
the investment is not made ($1,000) ——_}
{Calculated as total cash farm income minus

total cash expenses excluding interest costs)l
b. Annual amount of income that qualifies for
capital gains treatment if investment
is not made {$1,000) |
B2. Investment credit carryover 82. L@ QQMQIQII {__ _.___I_ __.__L _.__|
($1,000}
a. Federal | i

b. State ,
€. Federal taxes paid during last three years
that have not been offset by investment

tax credit {$1,000)
B3. Expected annual investment credit

without expansion ($1,000)1 a3, [égﬂg _ﬁ : |_ _,_'_ ”__l
a. Federal
b, State ;
84. a. Estimated annual cash 1iving expenses _
excluding taxes {$1,000)1 s 84? i!_g_gmgﬂgﬂ |_ __._|_ __._L _|'
b. Expected annual nonfarm fncome
(31,0001 |

c. Number of tax exemptions {average
per tax family) '

leater value in year 0 dollars. If values are being inflated, an actual dollar value.
will be calculated by Inflating the value entered.
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LINE ANALYSIS _ AHALYSIS
NO. i 2

Section X. Modification of Assumption51
(Enter "D~ on Tine Toliowing l1ast modification to be made. If none, enter "0" on

1ine 85)

85. a. Assumption value desired 85. !fﬁﬁ géﬁ'ggﬂ ] _____ . __L_ _ ___i
b. Assumption code i

86. a. Assumption value desired 86. ij?__m____:_J_-___J | “““““ ,_J_____j
b. Assumption code |

87. a. Assumption value desired 87. | ______ |_____j | _____ ._J_____j
b. Assumption code |

88. a. Assumption value desired 88. | ______ I____‘i l ______ |____mJ
b. Assumption code |

89. a. Assumption value desired 89. | ______ |____Hj I ______ l“___“i
b. Assumption code I

90. a. Assumption value desired 0. ’ ______ I__a_“j i ______ i“___“J
b. Assumption code ]

91. a. Assumption value desirved 91. I ______ Im____J |____;__w_~_jmwm__j
b. Assumption code a

92, a., Assumption value desired 92. i ______ L_____! I ______ Iw___‘J
b. Assumption code )

93. a. Assumption value desired 9. | _ ]_____J E ______ L»-—-—l
b. Assumption code J

94. a Assumption value desired 9. | __ .. ) e . __]
b, Assumption code |

95. a. Assumption value desired 9%. | _ _ . o L .
b. Assumption code i

96. a. Assumption value desired 96. | _____ . _|__ _ --l I ______ |__ _ _‘
b. Assumption code |

lsee user's manual {Table

1) for assumptions and how to use this section.



97. a.
b.
98. a.
b.

99.1/ a.
b.

Assumption value desired

Assumption code
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Assumption value desired

Assumption code
-Assumption .value desired

Assumption code -

-}18-
CLINE ANALYSIS ANALYSIS
NO._ 1 -
o |____ . | | T
J
8. |____ L — f 1 I
J
9. |____._ e | A PR S

Use line 99 to specify line changes for adjusted analyses:

Input line numbers changed for Analysis 2  99. I{ﬁ___l_ _|_ ___I_____l_ _|__“_|___J

1/ Computer systems that use line 99 to indicate 1ines to be changed for adjusted
analyses cannot use this Tine for modifications of assumptions.
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NEWPLAN PROGRAM 50
BAJOR CAPITAL INVESTHERT HODEL
USING FORM . 4 OF PROGRAM 50
INVESTHENT ANALYZED FCOR KARIL VINEAAR
THRVESTHENT IS5 VINEYARD DEVELOPHENT
THIS IS ANRLYISIS 1

¥¥% INPUT LDATA *%%

LINES VYALUES:

L ey e e e o ) O D il TR e A W eIy N i <R D) o) D D YA I AT TS oD TS o N T I R MRS R SN X CMED A R AT G SR D IR D N ALY W

1 25
BUILDING IHNVESTHMENT IHFORHATICH
2 17550. t. 5.
3 1. 0. fe 1. Q. 0.
4 19700, 2o 3.
5 e 0. 1. 1. 0. 10.

EQUIEMENT IRVESTHERT JHFORMATIOW

TREE AND VINE IRVESTHMENT IHFOBMATION

1L 899 00 1. 1. T i
15 5. 10. 0. 0.
16 G. 5.6 2.8 2.7
17 3.8 0.0 0.0 5.0
18 10. 0. 0. 0. '
19 0. 4.7 2.6 2.8
20 4.0 0.0 0.0 10.0
LAND INVESIMERT INFORMATIOR
2% 0. 36000.
22 36000.
INCOME TAX ANMD COST OF CAPITAL INFORMATION
27 5. 28. 31. Ta
PROJECTED INCREASE IN¥ CASH FIQW
28 0. 3.
29 1500. 1.
30 4600. Te

31 12550, 1.
32 16450, 19.

FINAHCIAL FEASIBILTY IRFORHATION

64 30. 12,0 0. 1.

65 10. 14.0 0. 1.

66 7. 14.0 0. *t.

68 92. 1. 1. T

69 30. 0. 11.00 1. 1.
70 300 . 1. 2.0

KA _ 7a 0. 14.00 0. 0.
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78 L 0. 0. Qa 0. C.
79 1. 1 G. 0. 2a 1.
80 T 8.

81 25.0 0.

82 0.0 0.0 2.3

83 0.7 0.4

g4 12-.0 g.0 4.0

MOCIFICATION OF ASSUMPTICNS
85 €.0 5H4.

%% END OF INPUT DATA %%

*%% INVESTMENT ANALYSIS #*%%

1. NET PRESENT VALUE CF INVESIMENT ($) IS:

2. PERCENT AFTER TAX COST OF CAPITAL IS:

3. CASH FLOW:

BEFGRE TAX DEPRE~- TAXAELE
YEAR CASH FLOW CIATION INCOHNE
1 -4028. 0. ~402¢€.
2 -7360. 2651. -10010.
3 -50243. 5761. -16004.
4 -2904, 8953. -11856.
5 6156, 10837, -4682.
6 17802. 71066. 6737,
7 24735, : 7298. 1743€.
8 26239, 4675, 21543,
9 27792. 1184, 26607.
10 29459, 0. 29459,
11 31227. 0. 31227.
12 33100. 0. 33100.
13 35086. 0. 35086.
14 37191, 0. 37191.
15 39423, 0. 3s423.
16 L1788, 0. 41788,
17 442095, ' 0. 44295,
18 48953, C. 46553,
19 49770. On 49770.
20 52756. 0. 52756.
21 55922, 0. 55822,
22 592717, 0. 592717.
23 62834. 0. 62834.
24 66603. 0a 66603,
25 70600. 0. 70600.

TOTAL

0.
0. 0. 3.
57392.
9.4
AFTER TAX

TaX CASH FLOW
-1318. ~2710.
-2980. -4379.
-4314. -5929.
-3418, 515,
-1523. 76732,
2421, 15381.
6740. 17995,
8480. 17738.
10735. 17057
12066. 17393.
12891. 18335.
13766. 19334,
14693. 20393.
15676, 21516,
16717. 22705,
17863, 23925,
19119, 25176.
20451, 26502.
21863, 273907.
23360, 29396,
24946. 30975,
26628, 32649,
28411, 34423.
303004 36303.
32308. 38290.

PRESENT
VALUE

—r .

-2477.
~3656.
-4528,
359.
4900.
8972.
9595,
8645,
7599.
7083,
6825.
6578.
6343.
6117,
5900.
5683.
5466.
52640,
5063,
4875.
4695.
4524,
4360.
4203.
4052,

116431,
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4. INVESIHENTS (OQUTLAY):
: GRCHARD - VINEYARD . PRESENT

YEAR BUILDINGS EQUIPMENT TREES-VIHES LAND LAND TOTAL VALUE

= no e R e D - s ey Ak il P TS SR o T o . s T o . — D Y S T Y ) D D A R et D

0 0 17500, 0. 36000. 53500. 53500.

0 .
1 18603, 0. 5936. 0. 0. 24539, 22431,
2 13146, 0. 0. 0. 0. 13146.  10984.
TOTAL 86915.
TEREINAL VALUE: o i e e
BEFORE |
TAX 12553. 0. 75106, 0. 154504, 242163.  25626.
AFIER
TAX 7532. 0. 57464. 0. 135543. 200539. 21221.

5, INVESTHERT TaX CREDIT:

YEAR CREDIT RECAPTURE HET
2 2976. 0. 2976.
3 2%103. 6. 2103.
i 2800. 0. 2800.
5 95¢0. G. 350.

PRESENT VALUE OF NET INVESTHEKRT TAX CREDIT IS: &654.

6. BUDGET:
YEAR
ITEH 1 2 3 4 5
EXPERSED
DEVELOPMENT COSTS 4028. 71360, 10243, 4797, 0.
IHPOT CASE FLO® G. 0. 0. 1894. 6156.

O M o T Y T il i b ek W AEE ST GF GET AOD N N NN G WD CUPROR M7 MG SR WOk G IR I R D TR L TR

INCREASE IN CASEH FI1OW -§028. -7360. -10243. -2304. 6156.



7. FINANCIAL FEASIBILITY ANALYSIS:

T A 0 D i s e D T = S

BEFORE-TAY CASH FLOW

TAXES PAXID

AFTER-TAX CASH FLOW
LIVING EXPENSES

CASH AVATLABLE FOR DERBT

DEBT PAYMENTS:

SCHEDULED
INCL. MACH.

REBRLACENENT
EXCESS QR LEFICIT

DEBT SUMMARY (SCHEDULED):
0

QUISTANDIRG DEBT:
INTERMHEDIATE
LCNG TERM LOANS
MACHINERY REP.

TOTAL

LEBT PAYMENTS:
IRTERMELIATE
LONG TERM LOANS
HACHIFEEERY REP.

* & & %

FINARCING FROH

EQUITY

*%% END OF ANALYSIS

T o citie e e e

167340.

0.

IR

~100-

COMPLETE FARM BUSINESS.
¥YEAR

1 2 3
22472, 20730. 19533,
29. -1562. 0.
22443, 22292. 19533.
12720. 13483. 14292,
9723. 8809. 5240.
25971. 29418, 31050.
25971. 31148. 34614,
-16248, -22339. -29374,

YEAR

1 2 3
42915, 37434, 31186.
183904, 156389. 155595,
7819, 14593, 21408.
194238,  2084816. 208189,
10351. 11489. 11489,
15620. 17930. 19562,
0. 1730. 3564,

0. 0.

24063,
158704,
27734,

=k e e R T

206502,

11489,
19562.
5508.

AR ) i KT TR TS D T S O ST W | WER MU US e cle s ) P AR AR D ACTR S OTE MR TR e sih e e T A e ww

et ol i e i S

39611.

ey mtn iy o -—

153943,
153707.
33415,

08 oflr e e

203066.

11489,
19562.
7569,



%% THIS IS ANALYSIS

%% DATA CHANGES #®*%

LINE # VALUES:

14 993

%% END OF CHANGES *%%

-101~

2 HEE

%%k INVESTMENT ANALYSIS **%¥

1. HET PRESENT VALOE CF INVESTMENT (§$)} IS:

2. PERCENT AFTER TAX COST CF CAPITAL IS5:

3. CASH FLOW:

BEFORE TAX
YEAR CASH FLOW

e wy 0 e i 0

i 0.
2 0
3 0.
4 1694
5 6156.
6 17802.
7 24735,
8 26219,
8 27792,
- 10 29659,
11 31227,
12 33100-
13 35086.
4 37191.
15 38423,
%6 41788,
17 54295,
18 §6923.
19 48770,
20 852756.
21 55922,
22 592717.
23 62834,
24 66603.
23 70600.

TOTAL

DEPRE~
CIATIOR

10330.
3703.
0.

0.

0.

0.

0.

00

0o

9.

0.

C.

0‘

0.

TAXABLE
IRCOHE

e a2 2 o > s

-5761.
-9259.
-9766.

962.
11782,
15€89.
24089.
23459,
31227.
33100.
35086.
37191.
38423.
41788,
44295,
46953.
49770,
52756.
55822,
59277.
62834.
66603.
70600,

1. 1.

57157.

9.8

AFTER TAX
TAX CASH FLOR

0. 0.
-879. 879.
-1856. 1856.
-2797. 4691.
~-2918. 907 4.
342. 17461,
4383. 20391.
6084. 20135.
9559, 18232.
12066. 17393,
12891. 18335,
13766. 19334.
14693. 20393.
15676. 21516.
16717. 22705.
17863. 23925.
19119. 25176.
20451, 26502,
21863. 27907.
23360. 29396.
20946. 30975.
26628. 32649,
28411, 34423,
30300. 36303.
32309. 38290.

PRESERNT
VALUE

1402,
3227.
- 5686.
9964,
10598.
-9531.
7860,
6829.
6556.
6297,
6049,
5812.
5586.
5361.
5138.
4925.
4724,
4532.
4349.
. 4175,
4009.
3850.
3699,

130886.



4. INVESTMENTS (QUTLAY):

QBCHARD - VINEYARD PRESENT
YEAR PBUILDINGS EQUIPHENT TREES—-VINES LAND LAND TOTAL VALUE '
0 0. 0. 17500. 0. 36000. 53500. 53500.
1 18603. 0. 4028. 0. 0. 22631. 20611.
2 13146. 0. 7360. 0. 0. 20506.  17009.
3 0. 0. 10243, 0. 0.  10243. 7738.
4 0. 0. 1797. 0. 0. $797. 3301.
TOTAL 102158,
TERMINAL VALUE: e o
BEFORE
TAY 12553. 0. 75106. 0. 154508. 282163.  23391.
AFTER
TAX 7683. 0. 51395, 0. 136%112. 195190. 18854
5. INVESTMENT TAX CREDIT:
YEAR CREDIT RECAPTURE NET
2 2976. 0. 2976.
3 2103. 0. 2103.
g 5315. 0. 5315,
5 2970. 0. 2970.
PRESENT VALUE OF NET INVESTMENT TAX CRECIT IS: 9575.
6. EUDGET:
YEAR
ITEH 1 2 3 4 5
EXPENSED
. LEVELCEMENT COSTS 0. 0. 0. 0. 0.
INPUT CASH FLOW 0. 0. 0. 1894, 6156.
INCREASE IN CASH FLOW 0. 0. 0. 1894, 6156.
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7. FINARCIAL FEASIBILITY ANALYSIS:

D D e =0 A e it Gt e aly <l SO e 7 S T R G 2 N D RS D

BEFORE~-TAX CASH FLOW
TAXES PAID

AFTER-TAXY CASH FLO®
LIVING EXPENSES

CASH AVAILABLE FOR DEET
DEBT PAYMENTS: SCHEDULED
IT¥CL. HACH.
REPLACEHENT
EXCESS OR DEFICIT

DEBT SUMHARY (SCHEDULED):
0

-103-

25716,

25871,

- 12975,

T D D

30152.
13483,
16669.
29053.
30783.

-H4113.

COMPLETE FARM BUSIHNESS.

29775,

35660.
-20176.

=0

T A o P o

o o ek g s

- A ki D R S D D A O TD Y e il b O R R D A G DD W GO O R UG i R R O MET ST Ok SRR RS S eh A b D 4 ST

CCTSTANDING DEBT: '
415%7.

INTERMELTATE
LONG TERM LOANS 125823.
MACHINERY REP.
TOTAL 167340,
DEBT PAYMENIS:
INTERMEDIATE
LCNG TERM LQARS
MACHINERY REP.
* % % %
FINANCING FROM
FQUITY 0.
#4% END OF ANALYSIS 2 #%%

%% NO MORE ANALYSES

41007,
143904,
7419,

192330.

10351.
15620.
’ O >

—— <P

213%66.

11123,
17330,
1730.

- RON ENDED #%#%*

46711,
155585,
21408,

223714,

12534,
79562.
3564.

#3550,
154704,
21734,

225989.

14498,
19562,
5568,

34230.

153707

33415

221382,

15417,
195¢62.
7569,



