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B U D G E T
B U I L D I N G .

W H Y  B O T H E R ?

S a l e s  g o a l s

P l a n n i n g  f o r  p r o f i t  

A c t u a l s  v s  b u d g e t  t o
d e t e r m i n e  s u c c e s s  

R o u t i n e  o f  a d m i n i s t r a t i n g
y o u r  b u s i n e s s - n o t  j u s t
s e l l i n g  a n d  p a y i n g  b i l l s  

H i s t o r i c a l  r e c o r d s  f o r
f u t u r e  p l a n n i n g

 



B U D G E T
B U I L D I N G

S M A L L  F A R M

Existing multi-enterprise farm,

a few years growing.

Sample Budget

Assumptions

They have to list their income

and expense categories in

order to create a budget.

Operates an 80-member CSA,

attends farmers' markets, sells

to a couple restaurants.

No historical accounting

data. Finances are tracked

in a spreadsheet.



B U D G E T
B U I L D I N G

B A S I S  I N F O

Your Accounts

Build the list!
We want to think

of our income
and expenses in

terms of the type,
not the customer

or vendor.

T h e s e  a r e  t h e  a c c o u n t s
w i t h i n  y o u r  C O A  t h a t
g e n e r a t e  a  P r o f i t  +  L o s s
S t a t e m e n t .

Within your farm's bookkeeping,
an Income Account is a
category to track the inflow of
money (e.g., Vegetable Income,  
Mushroom Income).

An Expense Account tracks the
outflow of money by type, i.e.,
seeds, repairs, packaging,
labor, etc.



I N C O M E  +  E X P E N S E  
A C C O U N T S

I n c o m e

M o n e y  i n f l o w  t y p e s

C o s t  o f  G o o d s  S o l d  ( C O G S )

D i r e c t l y  r e l a t e d  t o  s a l e s

L a b o r

F l u c t u a t e s  w i t h  s a l e s

G e n e r a l  a n d  A d m i n  ( G + A )

D i s c r e t i o n a r y  a n d  b u d g e t e d

O p e r a t i n g  E x p e n s e s

F l u c t u a t e s  w i t h  s a l e s

F i x e d  E x p e n s e s

B u d g e t e d  a n d  r i g i d

O n e - T i m e  E x p e n s e s

P r o j e c t s ;  n o t  a n n u a l

Review
The Basic Theory:

 
It boils down to 

seven types of numbers



I N C O M E  +  E X P E N S E
A C C O U N T S

I n c o m e

C o s t  o f  G o o d s  S o l d  ( C O G S )

Overview Ad Nauseam O p e r a t i n g  E x p e n s e s

L a b o r

G e n e r a l  +  A d m i n i s t r a t i v e

F i x e d  E x p e n s e s

O n e - T i m e  E x p e n s e s

G r o s s  P r o f i t

N e t  P r o f i t

I told you I would say this

a million times -

remember it and you will

probably enjoy budgeting

and reading your P+L.



P R O J E C T I O N S
F O R  C O M I N G  Y E A R

Sales + Labor 

Income and Labor might be

two of the biggest

categories in your budget

Farmers respond well to

slicing it down into smaller

pieces

Compare your sales goals

to your predicted labor

hours



P R O J E C T I O N  M O D E L S

S a l e s  P r o j e c t i o n s ( B y  c u s t o m e r  a n d  b y  m o n t h  f o r  s u b t o t a l s )

L a b o r  p r o j e c t i o n s ( L a b o r e r ,  r a t e ,  h o u r s  b y  m o n t h )



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

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



B U D G E T
B U I L D I N G
P R O C E S S

List your DIRECT expense accounts
(COGS)

Starting Steps

Before you dive in,
gather ANY

historical records
of your farm

finances.

Steps 1+2: List and Organize Accounts

List your income accounts

E.g., Produce Income, Resale Income,
Chicken Income

List your INDIRECT expense
accounts and categorize them

This is everything else you spend money
on and can be categorized into one of
the following groups: Fixed, General +
Admin, Operating, Labor, One-Time. 

E.g., Seeds, Packaging, Processing



B U D G E T
B U I L D I N G
P R O C E S S

Bui ld ing the
Budget Structure

Step 3:
Label rows by "Driver" - Budgeted,
% of sales (variable), or Fixed. Begin
to enter factor assumptions per line.

Remember the Parent Categories,
which help you assign a Driver.

Use the sales and labor projection
models to assist you in predicting.

Step 4: Totals and Formulas
Total l ines by Parent group and
calculate profits.

Use a spreadsheet to sum the lines of
each group and then calculate Gross
and Net Profits using the totals for
each group.



B U D G E T
B U I L D I N G
C R I T I Q U E

Critical Thinking
Steps

Step 6: Add Sensitivity to Income
and Challenge Your Assumptions

Sales projections
COGS 
Labor
Acreage needed
One-time expenses
Profit goals to allow capital
purchase

Step 5: Complete Factor Inputs and
Calculate Expenses as a Ratio of
Total Income.

Take the total in each expense
group and divide it by total Income.
This helps you to compare financials
with a peer!
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BUDGET DRAFTING
Critical Point for Trainers

If they have QBO, start with a Profit and Loss export

If it's a partial year, annualize it, if appropriate

Integrate the debt schedule and balance sheet knowledge

Biggest opportunities for learning:

Sensitivity analysis, and finding breakeven or profit goal.

Relationship between variable costs and sales.

"Budgeted" items are under the farmer's control.  Evaluate

actuals vs. budget monthly and adjust.



L E T ' S  P L A Y  W I T H  T H E  P R O J E C T I O N
W O R K B O O K  A N D  B U D G E T  M O D E L



Land vs. mortgage
Equipment vs. operating loan

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

Liabilities

Corresponding liability is entered for assets with a lien/loan

The Goal: Increase net worth over time

Depreciate vs. appreciatePrincipal vs. Interest

Assets



BALANCE
SHEET

LIABILITIES
+ EQUITY
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DEBT SCHEDULE

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

The cash flow projection for this farm is dire. They need to rework their budget
to cut expenses or increase sales in order to pay their annual debt service. The
"Sensitivity" feature of the budget model helps an owner discover breakeven.
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BUDGET DRAFTING
Critical Point for Trainers

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

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

Biggest opportunities for learning:

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

farmer.

Preparing to budget by month - monthly vs. annual payments



Let's look at how to
tack on debt service
to the bottom of a
monthly budget.
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Increase Cash Sales

Increase Gross Margins

Decrease Cash Expenses

Increase AP Balance

Decrease AR Balance

Sell Assets

Increase Liabilities

Equity Investments

1.

2.

3.

4.

5.

6.

7.

8.

8 WAYS TO INCREASE CASH
CASH FLOW
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CASH INFLOWS

Record the potential

CASH inflows for the

week - you'll have to

make some educated

guesses based on trends

at market, your other

sales channels, and

which customers will be

paying for invoices.
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CASH
OUTFLOW

There are several forms of cash

outflow to consider. We've grouped

them in this sheet to help with the

projections and to generalize them,

streamlining the process of entering

your data. You can group

monthly/weekly expenses that don't

fluctuate and that you pay in the

same week of the month.



WHAT BILLS TO PAY?
Use the above Inflow/Outflow to play with your decisions about which of your bills
due you are able to pay, and who you might need to call and ask for an extension.
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ROLLING CASH FLOW
Critical Point for Trainers

Rolling cash flow is "urgent care" for the bank account.  When do
they need this tool?

If they can see 3 months out and know they cannot make all
of their bill payments and purchases.

It only works if they update it every week

Biggest opportunity for learning:
Accountability for all spending

How long it takes to collect receivables



L E T ' S  D E M O  T H I S  B E A S T
O F  A  C A S H  F L O W  M O D E L



T H A N K  Y O U

Q U E S T I O N S ?
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