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INTRODUCTION

One of the main difficulties besetting farm management work has
been the lack of information on which to base advice because of an
absence of a really satisfactory method of farm accounting. On the
one hand the simple methods used for income tax purposes supply in-
sufficient information, whereas on the other the full cost method has
proved too complicated for general application. It is nearly 20 years
since Liversage!” and even longer since King® suggested the use
of the gross margin method, as it has come to be called, for farm
management work. Since then, however, agricultural economists have
generally emphasised the budgeting rather than the accounting aspects
of this technique. Much good work has been done in this direction and
in developing practical ways of recording on the farm, but no very clear
lead has been given as to the most suitable layout. Since
a sound accounting method must be the foundation on which business
management is based, budgets being no more than accounts of ex-
pected rather than past performance, it seems unlikely that work will
progress as fast as it should until a satisfactory formal layout of account
is defined. It is the purpose of this publication to demonstrate a method
employed for the gross margin scheme conducted in the Department
of Agricultural Economics, University of Nottingham, and to show how
it can be used for analysis and planning purposes.

The aim of any account layout should be to assist an analysis of
the present position and to provide information in a form which can
be easily used for planning. The method demonstrated here, which
uses the same layout for both account and budget, shows on one sheet
the performance of the business as a whole as well as the contribution
made to it by each individual enterprise. It is in a suitable form for
analysis and the information contained in it can be used for forward
planning. Control can be exercised by preparing forward budgets and
comparing actual with budgeted figures. In this way failure in perform-
ance can be detected and put right at an early stage and the margin
of error inevitably involved in making management decisions reduced.

It is sometimes suggested that accounts being by nature historical
are of little value. But the more that is known about the past, particul-
arly in agriculture where the managerial ability of the farmer himself
is so important, the easier it is to avoid errors in planning for the future.
Accounting, recording, planning and budgeting in fact constitute a
continuous process of managerial control and the whole loses much of
its value if a part is missing.

The record-keeping required for the account layout suggested here
is well within the scope of most farmers. Indeed it is the minimum
necessary for them to know their own business. As demonstrated the
account can supply the foundation for this continuous process of analy-
sis, forward planning and budgetary control so essential to the farmer
in helping him make sound management decisions.




SECTION 1 — ACCOUNTING
Accounting Methods

The basic layout of a Trading Account is that shown below.

Expenditure Income

Opening Valuation Closing Valuation
Purchases and Expenses Sales and Receipts

PROFIT or LOSS

The opening valuation, purchases and expenses are shown on the
left hand side and the closing valuation, sales and receipts on the right
hand side. A balance on the left hand side shows a profit; on the right
hand side a loss.

Income tax accounts are normally laid out in this way. Although
many accountants have done much to improve the form of their ac-
counts, income tax accounts in general are still of little value for man-
agement analysis and indeed serve a completely different purpose. The
main complaint concerns the detail given. Important items of expendi-
ture such as feeding-stuffs, fertilisers and seeds are often lumped to-
gether whereas others which are unimportant from the management
aspect are shown in great detail. Adjustments are not made to items
of sales and expenditure for stocks-on-hand, neither are the valuations
sufficiently detailed for them to be identified and the adjustments made.
For this reason the output of individual enterprises (sales adjusted for
the difference between the opening and closing valuations less livestock
purchases)* cannot be obtained.

These refinements are, however, introduced in the account prepared
by the Universities for farms co-operating in the Farm Management
Survey. This account together with the gross margin and the full cost
account constitute the three -main types of account which have been
used in farm management work. They can be distinguished as follows:

(1) Simple account: no allocation of costs to enterprises.

(2) Gross Margin account: partial allocation of costs to enterprises.

(3) Full Cost account: complete allocation of costs to enterprises.
They can be represented diagramatically as shown in Diagram 1.

In each case the output is shown for the individual enterprises, the

difference between the three accounts being the degree to which the
costs are allocated.

In the gross margin account the “variable costs” are allocated to
the individual enterprises, the difference between the “variable costs”
and the output of each enterprise being its gross margin. The “fixed
costs” remain as lump sums and the difference between the sum.of the
enterprise gross margins and the “fixed costs” is the farm profit. The
final stage is reached in the full cost account where all the costs are

* Ohutpu)t = (Closing Valuation+ Sales) — (Opening Valuation+Livestock Pur-
chases).




Diagram 1

THREE TYPES OF ACCOUNT LAYOUT

Fig. 1
Simple Account as prepared
for Farm Management Survey

Fig. 2

Gross Margin Account

Fig. 3
Full Cost Account

Enterprises

Total |A|B|C|D| E

Enterprises

A

B|C|D| E

Enterprises

B|C|D

E

Qutput

Variable Costs:
Purchased foods
Seeds
Fertilisers and sprays
Vet. and medicine
Haulage
Contract work
Casual labour
Miscellaneous

Total Variable Costs

Gross Margin

Costs not allocated
to

Fixed Costs:
Regular labour
Equipment depreciation
Equipment repairs
Fuel and power
Rent and rates
Building and other repairs
Miscellaneous

Total Fixed Costs

individual enterprises

Profit

Costs not allocated
to .
individual enterprises




allocated, so giving a profit for each enterprise. In the simple account
the costs can be divided into “variable” and “fixed” as in Diagram 1 and
a total gross margin shown. Again in the full cost account gross margins
for each enterprise can be shown as well as the profit.

The gross margin account is thus a half-way stage in a process
of cost allocation to individual enterprises. The question is whether it
goes far enough to be useful for business management. At first sight,
the full cost account would seem to be the most desirable. However,
there are two main objections to this method.

(i) The allocation of some costs (i.e. those not specific to any par-
ticular enterprise) can only be made on an arbitrary basis. Since such
allocations often have little meaning and may, indeed, be misleading,
it is better to leave these costs as lump sums to be carried by the business
as a whole.

(ii) The financial allocation of labour and machinery in an account
does not help analysis greatly and as an aid to budgeting it can be
misleading. Particularly for arable crops, it is not the annual cost of
labour incurred by the enterprise that is important, but the use of labour
at peak periods. Where time records have been kept comparisons of
the annual use of labour by enterprises can be made on an hourly basis
without the necessity of converting into money.

The value of the simple account for farm management purposes
is limited. It permits an examination of the contribution made by in-
dividual enterprises to farm profit only on the assumption that their
profitability is directly connected with their output. While there is some
correlation between output and profit, this is by no means universal,
and it is the relationship between output and costs that is important.

This leaves the gross margin account. The allocation of costs in
this method is the minimum necessary to be able to make a useful assess-
ment of the contribution made to the business by individual enterprises,
but for the reasons given above, little is usually gained by a further
allocation of costs. The recording required is not excessive and gener-
ally this is the most useful of the three methods for farm management

purposes. The rest of this publication is concerned with the gross margin
method.

Definition and Explanation of Gross Margin Terminology

Fixed and Variable Costs. These are really budgeting terms, and
much of the misunderstanding over the gross margin method has arisen
because accounting and budgeting situations have not been clearly dis-
tinguished. When budgeting a specific change of policy the variable costs
can be defined as those costs which will vary and the fixed costs as those
which will not vary in the circumstances under consideration. The
longer the time scale of the proposed plan the greater the number of
costs which can be defined as variable in those specific circumstances.

This terminology cannot be applied precisely to accounting pro-
cedure. The time scale of an account is fixed, but the account may be
used for considering a variety of situations, where the fixed and variable
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costs in the budgeting sense will change from case to case. If accounts
and information presented in account form such as that given in Farm
Planning Handbooks are to be comparable, some reasonable agreement
as to which costs are to be allocated to the enterprises and which are
not, must be reached. The generally accepted classification is that shown
in Diagram 1.

From the point of view of budgeting, the variable (or allocated)
costs in the gross margin account will alter if small changes are made
in the size or method of operation of an enterprise. The fixed (or
unallocated) costs on the other hand, either will not alter or, if they
do, they will move in “steps”. For instance, if another regular man is
taken on or another machine is purchased the whole annual cost will
be incurred irrespective of the way in which these resources are em-
ployed in particular enterprises.

The variable costs can be allocated directly in the account by
physical record without the necessity of making arbitrary assumptions
as to their apportionment between different enterprises. The fixed costs
are generally difficult to split between the different enterprises on any
realistic basis. Fuel and power costs are usually included as fixed costs
because the effort involved in recording their allocation is out of pro-
portion to their importance relative to other costs. However, when a
high fuel cost is incurred by one enterprise, e.g. electricity for corn
drying or for poultry, it can be treated as a variable cost. In the case
of those regular labour and machinery costs incurred by particular
enterprises it has been suggested earlier that there is little advantage
in their allocation in the account as an aid to analysis and budgeting.

In agriculture today individual workers and some machines, es-
pecially tractors, are usually employed on some or all of the enterprises
making up the farm business as well as on general farm work not
specific to any particular enterprise. Sometimes workers are employed
exclusively for a particular enterprise such as pigs or poultry. Here the
labour cost could be directly allocated to the enterprise, but the resulting
margin would at present be more suitable for within-farm rather than
between-farm analysis. It is possible that as farm businesses become
larger there may be some diversification into enterprises viable in them-
selves where workers are employed exclusively for a particular enterprise.
The labour cost and indeed some other fixed costs could then be allocated
to the respective enterprises. However, so long as the structure of agricul-
tural businesses remains such that several products are produced from
the same base there will always be some costs (including some labour
and machinery expenditure) the allocation of which would have little
meaning for management purposes. ,

The division of costs into the two categories is helpful for. both
analysis and budgeting. The variable costs affect the profitability of an
enterprise directly and the gross margin can therefore be used to assess
the efficiency of an enterprise. Labour and machinery costs on the other
hand are affected both by the selection of the enterprises making up
the business and the efficiency of labour use within each enterprise.
The remaining fixed costs are mostly related to the business as a whole
rather than to individual enterprises.
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When budgeting, it is known that if any changes are made in an
enterprise, the variable costs allocated to it will automatically alter .
in proportion to the change in scale. Where the costs alter in constant
proportion to scale the gross margin can be used as a short-hand method
of budgeting without calculating the individual variable costs. It is also
known that the fixed costs may or may not alter but if they do they
will change in “steps”. Therefore when changes are made in the gross
margins, any possible effect on fixed costs must always be carefully
considered.

The main advantage of the gross margin method is that it directs
attention towards the effect which changes in management may have on
income and expenditure. It is then easier to assess whether a particular
change in policy will be beneficial or not.

Labour and Machinery Costs. Since these costs are not allocated
in a gross margin account, the employment of labour and machinery
must be anaylsed in some other way. An assessment of their total cost
can be made on an acreage basis and by the use of such efficiency
factors as Output per £100 labour and machinery employed. If time
sheets are kept the annual employment of labour and machinery by
different enterprises can be assessed on an hourly basis as suggested
earlier.

The labour and machinery needs of the farming system can be
examined with the aid of profile diagrams. These are drawn up to
indicate the seasonal requirements and can be worked out either on a
man hour or gang work day basis. The advantage of the gang work
day method is that data relating to individual farms can be obtained
without the use of time sheets. Furthermore it indicates more clearly
the deployment of the labour force and shows how the men are em-
ployed on particular jobs in relation to the machines they are using.
Attention is, therefore, focused on the efficient employment of labour
on specific jobs as well as on the integration of labour in the farming
system. ,

An example of a labour profile for a six-month period is given in
Diagram 2. The way in which it can be constructed is described by the
author in “Analysing the Use of Labour and Machinery”, University of
Nottingham, Farm Management Notes No. 35G),

SECTION 2 — RECORDING

There is no point in keeping records simply for the sake of record-
ing. Only sufficient records should be kept to produce the end result
desired, and the same set of records can be used to complete an account
for either income tax or farm management' purposes. The aim of
recording is to provide sufficient information for the management
account to be prepared in the detail shown in the next section.

There are three main book-keeping methods:

(i) Simple.

(ii) Columnar Cash Analysis.

(iii) Double-entry.

(i) Simple. In this method entries are made in a single column.
Often large items are lumped together, but there is no reason why all
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entries should not be shown in detail to make whatever itemisation and
allocation is necessary when preparing the account.

(ii) Columnar Cash Analysis. Entries are itemised under a number
of column headings. The advantage of this method is that it forces the
recorder to detail entries sufficiently to post them to the appropriate
headings. Checks can also be made without difficulty on individual
items of income and expenditure during the year.

(iii) Double-entry. This is the most accurate method of book-keep-
ing, but also the most complicated. Accounts are opened on separate
pages in a Ledger in place of the columns used in cash analysis
Each sale or purchase is posted out of one account into another and a
continuous check can be kept as the year proceeds. The system is usually
found to be too complicated and laborious, but professional secretaries
may prefer it because of the greater control it gives.

Whatever method of book-keeping is used, cheque book payments
and paying-in slips provide the basic financial information. They should
be supported by detailed invoices and bills. Separate files should be
kept for payments and receipts respectively and the chits should be
filed in chronological order corresponding to the entries in the cheque
book and the paying-in book. The type of file suitable for the purpose
is illustrated below.

The most common method employed for general use is the Col-
umnar Cash Analysis Method, supplemented by separate sheets to al-
locate the variable costs to individual enterprises.* The aim in the cash
analysis section is to classify items of income and expenditure under
their broad headings before allocation to the enterprises. The variable
costs are then allocated to the respective enterprises on separate forms.
The entries on these sheets should cross-check with those in the cash
analysis, so it is essential to show enough detail for this to be done easily.
Some items such as fertilisers can be recorded physically on the enter-
prise sheets provided they can be reconciled with expenditure in the
cash analysis at the end of the year.

* The simple method of book-keeping supplemented by enterprise variable cost
sheets, however, may be just as appropriate as the Columnar Cash Analysis
Method provided entries are made in sufficient detail. It is more difficult, how-
ever, to check individual items of income and expenditure as the year pro-
gresses.




It is particularly important to record food fed to different categories
of stock. Separate barn sheets should be kept for each category of stock
and the costs then allocated to the appropriate enterprise. In addition
crop acreages, milk yields, monthly stock numbers and any other
physical data useful for analysing the account should be recorded.

The NAAS/NFU Farm Business Records Book® contains the
necessary forms for recording in this way. Instructions for completing
the records are given in the book itself and in NAAS Short Term
Leaflet No. 50.¢) If the Records Book is completed, a gross margin
account can be prepared in the detail shown in the next section.

SECTION 3 — THE GROSS MARGIN ACCOUNT

The enterprise data in a gross margin account are generally pre-
pared on a crop year basis. If crop years are strictly adhered to there
will be no stocks of arable cash crops on hand at the end of the year.
The gain in accuracy obtained by waiting until all cash crops have been
sold is usually not worthwhile so valuations are often shown in the
account. However, all stocks, including those of cash crops intended
for livestock consumption on the farm, are treated as if they had been
sold so that no valuations are carried through to the following year.
Crop variable costs, including forage costs, should all refer to the crop
year. Livestock enterprises should be treated on the basis of a year
corresponding to the production cycle as far as possible. A milk pro-
duction year running from 1st April to 31st March corresponds to the
forage crop year and stocks of home grown bulk food on hand-at the
end of the year will be at a minimum. Grass conserved in the summer
will have been eaten in the winter covered by the account so that the
summer and winter periods will be complementary. For enterprises,
such as breeding ewe flocks, the livestock year does not match the
forage crop year, but it is more important from the management point
of view to match the accounts of these enterprises to the livestock year.
There will then be stocks of bulk food on hand. These can be assumed
nﬁ)t to vary from year to year as long as‘the management policy remains
the same.

If at any time there is a reserve of stock on hand as a result of
a favourable season, it can be treated as part of the existing system of
management and ignored, since it is unlikely to have given rise to any
additional variable costs. If, however, there is a big difference in bulk
food stocks on hand between the beginning and end of the year due to
a change in policy such as increasing livestock numbers, then whatever
method is used for valuing them, interpretation will be difficult in the
year of expansion. Stocks can be valued at a standard variable cost
per ton (silage, say 10s. and hay 30s.) and the forage acreage adjusted
for the difference accordingly.*

* For example, if there is an increase in stock equivalent to the production from
10 forage acres, then the actual forage acreage would be reduced by 10 acres
for calculating the grazing livestock gross margin per acre since the production
from this acreage has not contributed to the gross margin in the current year.
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Where selling hay is a definite part of the farm policy it should be
treated as a separate enterprise. The relevant variable costs should be
allocated to it and the acreage devoted to it subtracted from the forage
acreage. Any stocks on hand at the end of the year would in this case
be valued at market price and treated as sold in the same way as arable
cash crop stocks. If the sales represent the disposal of surpluses due
to a favourable season they can be included in miscellaneous income
as a fortuitous occurrence and no adjustment made to either the variable
forage costs or the forage acreage.

For simplicity, it is best to try to match the financial year* as nearly
as possible to the crop year of the primary enterprise. Arable farms
might end at some time between January and June; dairy farms, March
or April depending on area and climate; beef, October to April depend-
ing on the system; and sheep, October to January. For mixed systems
some compromise year-end date can usually be found to suit the main
enterprises, e.g. for dairy/arable, March or April; for sheep/arable,
January.

It may be easier in practice to treat subsidiary livestock enterprises
on a financial year basis where their crop year does not correspond
to that of the main enterprises. Care must be taken, however, in inter-
preting the results, say, of a ewe flock on a farm with accounts ending
in April, where there have been changes in policy or in weather con-
ditions between one lamb crop year and another.

Tenantright valuations are eliminated by basing the account on a
crop year and individual items of expenditure in the account are ad-
justed for opening and closing stocks.

An example of a Gross Margin Farm Management Account, to-
gether with seven supplementary schedules, is given in the pocket at
the back of this booklet, so permitting the example account and sched-
ules to be examined in conjunction with the text. The farm to which
the figures shown in the account refer is 379 acres in extent. Approxi-
mately half the acreage is arable, including 20 acres of potatoes, and
the other half is in grass. The only livestock enterprise is a dairy herd
consisting of 81 cows and 62 followers. Full details of livestock and
cropping are listed on the front of the account.

This account shows the contribution made by each enterprise as
well as the performance of the business as a whole. Further financial and
physical details of each enterprise together with the valuations of live-
stock produce, stores and equipment and details of labour and machinery
costs are given on separate schedules. The schedules are arranged so
that they can be examined at the same time as the main account.

A column is used for each enterprise and the enterprise designa-
tion is entered at the top of the column together with acreage used and
number of livestock. Output and variable cost figures are entered in
total in the first column and then allocated to their respective enterprises.

* A financial year extends over an exact period of twelve months. Valuations of
unfinished and unsold products and crops in the ground have to be taken at
the year end date. A crop year, however, extends over the production cycle of
the enterprise and may well extend over a period of more than twelve months.
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Entries in the arable crop columns will be self-evident, but those
for grazing livestock require further explanation. Reading from left
to right the items for each livestock category are entered in the ap-
propriate columns but excluding the variable forage costs, (seeds, fer-
tilisers, etc.). The forage cost column is completed after the details for
each livestock category have been entered and the livestock columns
together with the forage costs finally combined into a single grazing
livestock column.

The grazing livestock gross margin is the gross margin obtained
from the acreage devoted to forage crops, which is comparable with
the arable crop gross margins. Since the forage costs are not allocated
to the livestock categories, they have not been deducted from the gross
margin shown for each category and as an indication this figure is put
in brackets. An allocation is made on the forage costs and livestock
supplementary schedules where the method employed can be clearly
shown, rather than in the main account.

Items of income and expenditure are listed down the left hand
side of the form. Observations regarding important aspects of these
entries are given below.

1. Output

(i) Livestock valuation changes are shown instead of the opening
and closing valuations to indicate positive or negative differences so
that their effect can be clearly seen. Animals are valued at an average
annual market price for commercial stock. Changes in average value
per head should only reflect changes in the quality of the animals or
definite trends in market prices.

(ii) Livestock transfers refer to transfers from one category to
another within the farm and should be made at an estimate of their
market value.

(iii) Closing crop valuations. Sales and closing valuations of crops on
hand are shown separately so that it can be seen clearly what propor-
tion of the output has been estimated. The whole crop is treated as if
it had been sold, so no opening valuation appears in the account. Any
difference between valuation at a realistic market price less anticipated
marketing costs and the ultimate sale price can be noted on the following
year’s account, but not included in it, so that an allowance can be
made when referring to the previous year’s results. Saleable crops fed
to livestock are included in “sales” at average market price (e.g. barley,
potatoes, pulses, but not forage crops grown specifically for livestock).
In calculating farm gross output, their value must be deducted from
the sum of the enterprise outputs since output has been obtained from
them through the livestock enterprise.

(iv) Produce to house and men is valued at wholesale market price
and included in the enterprise output.

(v) Livestock Purchases and Transfers In which are really variable
costs are entered here so that enterprise outputs (sales adjusted for
opening and closing valuations less livestock purchases) can be shown.

(vi) Miscellaneous items of income are not included in Output,
but are entered under the heading Miscellaneous Income beneath the
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sum of the enterprise gross margins. This heading is intended to cover
occasional sales such as hay, manure, timber etc.; payment for services,
such as contract work, rendered on other farms; and production grants
which cannot be assigned to any particular enterprise. The addition
of miscellaneous income to the sum of the enterprise gross margins
gives the total gross margin of the farm. Full details of miscellaneous
income are given on the back of the account record.

2. Variable Costs

(i) Home grown cereals and other sale crops fed to livestock are
entered at the same market value as used when they were included
in output above. The value of the amount fed may not correspond to
the value included in the crop sales as being for feed, since the crop
year will not necessarily correspond to the livestock year.

(ii) Fertiliser costs are shown after deduction of the subsidy.

(iii) Contract and casual labour specifically employed for an enter-
prise can be allocated to it directly.

(iv) Miscellaneous costs comprise any costs not detailed, which can
be allocated directly to an enterprise, e.g. dairy sundries.

3. Fixed Costs

(i) An estimate of the manual labour contributed by the farmer
and his wife is added to the cost of paid labour so providing a better
between-farm comparison of the total labour employed. It can be asses-
sed simply by taking a fair proportion of the average annual cost of
employing a worker.

(ii) Contract and casual labour which is not employed specific-
ally for a particular enterprise (e.g. hedging and ditching) is included
in the fixed costs.

(iii) Equipment depreciation is usually calculated on the original
cost at the Inland Revenue diminishing balance depreciation rates. It
may, however, be more realistic, particularly in times of inflation, to
use the current cost for calculating depreciation.

(iv) Fuel and power. A proportion of the fuel cost is strictly a
variable cost, but because it is generally a small item and because of
the difficulties of allocation it is included in the fixed costs. It is not
usually possible to allocate electricity and other power to individual
enterprises, but where there are heavy grain drying costs or large factory
enterprises it is an advantage to do so, if the information is available.
The cost would then be included in miscellaneous variable costs.

(v) Rent and rates. Rent is shown less an allowance for the value
of the farm house based on its rateable value. An imputed rent is
entered for owner-occupied farms assessed on the rent being paid for
a repairing lease on similar farms in the area, and including interest
on landlord improvements carried out after making allowance for grants
received. It has been the convention for a long time to treat all farmers
as tenants to facilitate a comparison of productive performance. In in-
dividual cases mortgage charges could be substituted for the rent charge

13




imputed for an owner-occupier together with other interest charges
which are normally excluded because they invalidate comparison be-
tween the performance of farmers having different proportions of owned
and borrowed capital.

(vi) Other repairs refer to repairs other than to machinery, for ex-
ample repairs to buildings, roads, etc.

(vii) Miscellaneous fixed costs cover insurance premiums, account-
ants’ fees etc. The cost of lime which cannot be ascribed to any par-
ticular enterprise is also included here. Full details are again shown
on the back of the account record.

4. Management and Investment Income and Farm Income

The estimate of the farmer’s and his wife’s labour is included in
the regular labour figure so that the total gross margin less the total
fixed costs is the management and investment income. The estimate is
then added to the management and investment income to obtain
the net farm income.

5. Additional Data

To assist analysis, individual fixed costs are expressed per farm
acre. Crop enterprise gross margins per acre occupied by the crop are
given below the main body of the account together with yields per acre.
The grazing livestock gross margin is shown per forage acre with the
stocking rate, which has an important bearing on the figure obtained,
immediately beneath it. Livestock gross margins before deduction of

forage costs expressed per head can be entered where this has any
meaning,

Several efficiency factors relating to output and labour and
machinery costs are shown together with total gross margin per acre.

6. Reconciliation of Gross Margin with Financial Accounts

The gross margin net farm income is reconciled with the net farm
income earned during the financial year on the back of the form.
Differences arise due to the crop year basis of the gross margin account.
They are most likely to occur in fertiliser and seed expenditure and
in the valuations of home grown bulky foods and tenantright which are
eliminated in the gross margin account. Differences will also result from
crops produced in the previous year being sold at prices differing from
their valuation. The adjusted farm income is used in the construction
of the Balance Sheet (see Table 1).

SUPPLEMENTARY SCHEDULES

The first three schedules give details of valuations, and expenditure
on machinery and equipment and labour. The remaining supplementary
schedules (4-7) deal with individual enterprises. Information from the
main account is transferred to them together with relevant physical
data from the record book. The arable crops appear on one sheet but
there are separate sheets for forage costs and each livestock category.

14




The layout of these schedules corresponds to that of the tables in the
Farm Planning Handbook issued by the University of Nottingham,
Department of Agricultural Economics(®.

Schedule 1: Valuations of Livestock, Produce, Stores, Machinery and
Equipment

Details are given of the beginning and end of year valuations. Live-
stock and produce are valued at market price less an allowance for
marketing costs, and stores at cost price. Machinery and equipment is
written down at Inland Revenue depreciation rates after deduction of
investment grants where applicable.

Schedule 2: Machinery and Equipment Purchases and Sales

Purchases and sales are shown together with the valuation and
depreciation of the main classes of machinery and equipment.

Schedule 3: Labour

A break-down of labour costs is given with payments to individual
regular workers. Although there is no sheet in the NAAS/NFU record
book on which to enter individual workers’ pay, the details can be ob-
tained from the wages book.

Schedule 4: Arable Crops

Details of output and costs are given on a per acre basis. The
barley and oats acreage payments are also shown as an aid for
budgeting.

Schedule 5: Forage Crops and Grass

The variable forage costs are expressed per acre in the top half of
the form. In the lower half they are allocated to the individual categories
of livestock. Average monthly livestock numbers are multiplied by the
appropriate livestock unit factor to give the total units in that category.
The forage acres and variable costs are then allocated proportionately
between the categories. Average monthly livestock numbers should be
used where possible rather than the average of the opening and closing
numbers, particularly when a big change has been made or where there
has been a large turnover of animals during the year.

This method of allocation is rather rough and ready, and is most
likely to be inaccurate in respect of the allocation of conserved bulk
food. The simple method will usually suffice provided its obvious defi-
ciencies are borne in mind. If it is considered important to obtain a
better allocation more detailed records must be kept.

Schedule 6: Dairy Cows

Total figures are expressed per cow and per gallon. The gross
margin is shown both before and after deduction of the forage costs,
transferred from the forage cost schedule, so that either can be used
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for budgeting.* Changes in valuation, sales and purchases or transfers
of stock are combined to show a herd appreciation or depreciation,
which does not appear as a specific item in the main account.

Schedule 7: Dairy Replacements

The cost of rearing a replacement into the herd is important. An
approximation is obtained by expressing the young stock livestock units
(see column 3 of lower table in Schedule 5) in terms of “replacement
units”. One replacement unit is taken here to be equivalent to 1.28 live-
stock units (i.e. one animal under 1 year old, one animal 1-2 years old
on the farm for the whole year and one animal over 2 years old calving

at 21 years old for half the year: 0.30+0.60+%=1.28 livestock

units). This figure is used to obtain the cost per replacement unit.

.A more accurate assessment can be obtained by splitting the young
stock into age groups, but more detailed recording would be required
to split the variable costs between the different groups.

As the farm used in the example account only carries dairy cows
and followers, supplementary schedules for beef, sheep, pig and poultry
enterprises not connected with the example account are shown in
Appendix 1 (i to vi). Often these enterprises contain more than one
enterprise within themselves such as the breeding and fattening of
pigs, or the production of weaner calves from a single-suckled beef
cow herd and the fattening of the calves. If such sub-enterprises are
are combined in the accounts, the total figures cannot be expressed per
unit with any meaning. For a proper analysis, sufficient records would
have to be kept to permit the separation of such a double enterprise
into its component parts.

Examples of  the following enterprise accounts are given in Ap-
pendix 1:—

(i) Single-suckled cows producing weaned calves.

(ii) Fattening weaned calves.

(iii) Ewe flock producing fat or store lambs off grass.

(iv) Breeding sows producing weaners.

(v) Fattening weaner pigs.

(vi) Laying hens.

In the case of the ewe flock enterprise the number of ewes put
to the ram, not the average numbers on the farm during the year,
should preferably be used to express the total figures per ewe. In a
spring-ending account where the financial and not the crop year is used
the opening number of ewes can be taken if no other information is
available. Care, however, must be exercised in interpretation since the
winter period included in the account will not correspond.to the lamb
crop sold during that year. '

* Jt is sometimes an advantage when budgeting for mixed categories of grazing
livestock to calculate first the margins before deducting the forage costs for
each category and then to charge in the total forage costs afterwards at a level
determined by the overall stocking rate.
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SECTION 4 — THE BALANCE SHEET

The capital position of the business can be assessed by drawing
up a balance sheet. This can be done at any time, but usually it is pre-
pared at the same time as the profit and loss account and it therefore
indicates the position at the end of the financial year. A suggested
layout is shown in Table 1, the figures relating to the example account.
The position at the end of the previous year is also given in this docu-
ment. The assets are identified on the right hand side and the liabilities
on the left hand side. Both assets and liabilities are listed in descending
order of liquidity, beginning with cash in hand on the asset side and
with sundry creditors on the liability side.

Assets:

The assets are arranged under two main headings, current assets
and fixed assets. The current assets are sub-divided into liquid and
working assets and the fixed assets into tenant and landlord assets.
The liquid assets are those assets which are in the form of money or
those which can be realised immediately without disturbing the mana-
gerial policy of the business. The working assets are products, ultimately
for sale, in the process of being finished or assets which are used up in a
single cycle of production. Although not as immediately realisable as the
liquid assets, they are classed as current assets. The fixed assets are those
assets which represent an investment over a number of productive cycles.
They cannot be disposed of without replacement by another similar
type of asset or without making changes in the managerial policy of
the business if the level of output is to be maintained.

It is not always easy to distinguish to which category assets belong.
All livestock, for instance, are often classified as current assets. While
fattening and store stock are undoubtedly current assets and are here
entered as such, it might make it difficult to continue the business or
might represent a change in policy if breeding livestock were sold. This
class of stock is therefore included in the fixed assets. Young stock re-
quired for replacement raise a further problem. Clearly, they are sale-
able at any particular point in time, but if they were to be sold money
would have to be found at some time in the future to buy others from
outside and a change from rearing to buying-in replacements would re-
present a new policy. The dairy young stock needed for replacement are
therefore included in the fixed assets. Young stock reared specifically
for sale would be counted as current assets like other stock for
sale. The distinctions shown here are by no means rigid and indeed
the banks normally consider not only livestock but also movable mach-
inery and equipment as current assets.

Where the farmer is an owner-occupier the value of the land and
buildings are shown in the fixed assets, usually at the original price
paid. The value of the land can be brought into line with current land
prices when desirable. For instance, if fresh borrowing facilities are
sought it is wise to value land at its current level. It has been the usual
practice to treat all farmers as tenants in farm management accounting
and many comparative figures are given on this basis. Therefore a figure
for Total Tenant’s Assets (Current Assets + Tenant Fixed Assets) is

17




shown in the balance sheet. In the case of a tenant, this figure would,
of course, be the same as the total assets of the business. Assets outside
the farm business are not included, but it may be advantageous to
include them in the total assets when applying for a loan.

Liabilities:

The liabilities are also divided into current and fixed. The current
liabilities are those liabilities for which payment in cash may be re-
quired at any time. In practice lenders would be unlikely to call in short
term loans until the end of the productive cycle for which the loan
has been made. Fixed liabilities cover long term loans such as mort-
gages, usually negotiated for a fixed period, and also include the owner’s
own capital worth which is the difference between the total loans from
outside the business and the total assets. Bank overdraft facilities are
generally considered to be “at call” and have been included in the
current liabilities in this balance sheet. However, where, as in most
cases, the bank permits the overdraft to operate up to a certain limit or
where there is a special long term arrangement, part, at least, of the
overdraft facilities could be considered as a term loan and, therefore,
included in the fixed liabilities.

Financial Assessment:

The financial stability, creditworthiness and financial efficiency of
the business can be assessed by examining the relationships between
various important items in the balance sheet. For instance, the short
term position can be assessed by examining the relationship between the
liquid assets and current liabilities (the liquidity ratio) and that between
current assets and current liabilities. This indicates the funds that are
available to meet the liabilities “at call”. In a stable situation the current
assets will at least match the current liabilities. It is generally accepted
that fixed liabilities should at least match fixed assets so that some
of the current assets will usually be financed by longer term loans or
the owner’s own capital. Whether this is so or not in the example would
depend on how the assets are classified. The fixed liabilities would be
financing a considerable portion of the current assets, if all livestock
and machinery were classed as current rather than fixed assets.

The creditworthiness of the business can be assessed by examining
the relationship between the capital worth and the total assets or other
liabilities. Generally, an owner should have at least an equal share in
his own business and lenders are unlikely to be happy to accommodate
someone having only a small stake. In the example the capital worth
of the business has funded more than 50 per cent of the total assets.

The financial efficiency of the business is shown by the return on
capital invested. There is considerable difficulty in deciding which figures
should be used for this assessment and it will undoubtedly depend on
the situation being considered. Management and Investment Income
(Net Farm Income less an estimate of the farmer’s and his wife’s labour)
expressed as a percentage return on the present value of total tenant
assets is often used as an efficiency factor. But in the last analysis the
success of the business from the owner’s point of view is indicated by
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Table 1

Liabilities
Current Liabilities:
Sundry Creditors
Bank Overdraft
Total Current Liabilities
Fixed Liabilities:
Long Term Loans

Agricultural Mortgage Corporation
(less repaid)

Total Lojig Term Loans

Total Loans

3o (including Creditors) ~ 3#\13

Capital Account
Capital worth at  bth. Apeil \QGS
Net Farm Income for Year
Rental Value of Farm

Less: Mortgage Interest 1882
Bank Interest sk
Income Tax buo
Living Expenses \uas

Capital worth at  bth. Rl 196b

Total Fixed Liabilitics

Total Liabilities

FARM MANAGEMENT BALANCE SHEET

at bth. Qpsil 19bb

LinApnid
[C1%
£

Current Assets:
Liquid
Cash in hand
Bank Credit
Sundry Debtors
Home Grown Produce for sale
Total Liquid Assets
Working

.Home Grown Produce for tonsumption
on Farm

Stores
Tenantright
Fattening and Store Stock for sale

Total Working Assets
Total Current Assets
Fixed Assets;

Tenant
Breeding Livestock
Bairy Coyss and Bulls
Do.{.(\é Rep \acements
Machinery and Equipment
Buildings and Fixed Equipment
Total Tenant Fixed Assets

Total Tenant Assets
2SS0 (Current and Fixed) 008

Landlord
Buildings
Land

Total Landlord Fixed Assets
Total Fixed Asscts

Total Assets




the return on his own capital after deduction of tax and interest on
loans. In the case of an owner occupier the value of the land would be
included. The valuation of assets shown in the balance sheet may not
necessarily represent the average annual investment in the business.
Indeed the valuation of short term assets can be seriously influenced
by the date at which the valuation is taken and some adjustment may
have to be made.

It is essential to assess the return to be expected from new invest-
ment when changes in policy involving further injections of capital are
contemplated. One of the main purposes of the accounting method des-
cribed here is to make it easier to calculate the margin resulting from
any change of policy. The additional capital investment required to
carry out a project can usually be determined without undue difficulty
and the additional margin expressed as a return to it calculated. Several
methods, fully described by the author in “Methods of Appraising New
Capital Investment in Agriculture”™ can be employed according to
the complexity of the problem. This is the final stage in assessing whether
or not a particular course of action involving a change in the quantity
of capital employed is worthwhile.

SECTION 5 — ANALYSIS AND BUDGETING

The account together with its supplementary schedules is in a suit-
able form to analyse the present position. The fixed cost and enterprise
gross margins can be compared on an acreage basis with guides for
similar farming systems and enterprises, and the gross margins of dif-
ferent enterprises in the system can be compared within the account.
Information for a more detailed appraisal of the performance of in-
dividual enterprises can be obtained from the schedules. Thus, an analy-
sis of the business as a whole and the way in which the enterprises
contribute to it can be made from the main account sheet and an assess-
ment of the performance of the individual enterprises from the enterprise
schedules. Once an assessment has been made budgets can be drawn up
for changes in policy.

The answer to whether any specified change in policy is likely to
be worthwhile can be found by following the simple scheme given below:

Increased Costs Increased Income
plus plus
Income Foregone Costs Saved

If the right hand side is greater than the left the change will be worth
making: if the reverse, it will not. Errors in budgeting occur because items
are forgotten or costs which will change are not identified. Errors of
omission are less likely if a budget is prepared for the whole farm
business rather than a part of it. But if all the costs which will alter
are identified, the answer given by a partial budget will be the same
as that indicated by a whole-farm budget.
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Account gross margins can be used as a shorthand method so that
the output and variable costs allocated to an enterprise need not be
written down in detail if they are not expected to alter. In many cases
this will be only part of the problem and an assessment of the changes
which may occur in the unallocated fixed costs must always be made.

Improvements in income can be made in two basic ways:—

(i) by increasing total gross margin without causing a commensurate
rise in fixed costs.

(ii)by reducing fixed costs without causing a commensurate fall in
total gross margin.

Subject to physical and technical restrictions, it will pay to sub-
stitute enterprises with higher gross margins for those with lower pro-
vided the change does not lead to an increase in fixed costs. If it does
then it will pay to make the change so long as the increase in total gross
margin is greater than the rise in fixed costs (including service charges
on any additional capital investment). There is often scope for increasing
the gross margin by improving the performance of individual enter-
prises, particularly livestock. This course may well lead to a rise in
fixed costs if intensification of the enterprise is necessary to achieve it.

If labour and machinery costs are high in relation to the farming
system practised it should be possible to reduce them directly by more
efficient organisation without affecting the total gross margin of the farm.

The system of management can be changed to reduce the fixed
costs but at the same time accepting a lower total gross margin provided
the fall in fixed costs is greater than that in the gross margin. For in-
stance, it may be right to substitute cereals for potatoes even though
potatoes have the higher gross margin per acre, if a saving can be made
in the annual cost of regular labour greater than the loss in total gross
margin.

PREPARATION OF BUDGETS AND THEIR USE

Budgets for changes in plan can be drawn up in detail on the form
shown in Table 2. This is similar to the account form, but the columns
are extended down its whole length so that more than one budget
can be prepared on it.

Management Summary

A series of actual and planned performances can be summarised
on the form shown in Table 3. The physical data consists of crop acre-
ages and livestock numbers with stocking rate and milk yield per cow.
In the financial section, enterprise gross margins are given per acre
used by the enterprise except for those of pigs and poultry. These to-
gether with miscellaneous income are shown as total sums since they
have little meaning expressed per acre. Fixed costs are given per farm
acre and an estimate of the farmer’s and his wife’s labour is included
in the regular labour figure. The total farm income is shown at the
bottom of the table.
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Capital Summary

The actual and planned capital position can be shown over a num-
ber of years in the form represented in Table 4. The layout of the
normal balance sheet has been altered so that the information can be
presented in columnar form.

Cash Flow Budget

When changes in policy are proposed involving an investment of
borrowed money, it may be necessary to draw up a cash flow budget.
This is simply a more detailed version of the normal bank statement.
The layout shown in Table 5 can be used for this purpose. The itemisa-
tion corresponds to that on the budget and account forms so that it is a
simple matter to transfer items from one form to the other where this
is possible. Thirteen columns are provided so that the annual totals can
be entered and then divided into twelve monthly flows. Alternatively,
the form can be used to show quarterly or half-yearly flows over several
years. If a big change of policy is contemplated it may be necessary
to represent the flows over a number of years to reveal the full effect.

The cash flow budget can be used for three purposes:

(i) To find the peak short term borrowings required to finance a
change in policy. This is obtained from the cumulative balance shown
at the bottom of the form. :

(ii) To indicate the opportunities for manipulating purchases and
sales so as to lessen the peak requirement.

(iii) As a check on actual cash income and expenditure as an in-
vestment project progresses.

Budgetary Control

Once these forms have been drawn up, control can be exercised
by comparing actual with budgeted performance. A budget for the com-
ing year consistent with the long term plan for the farm can be pre-
pared annually based on previous performance and an estimate of
the likely outcome of the current year. For an’account ending in April
mid-winter is the most convenient time. The budget can be checked
against the current year’s results when they become available and adjust-
ments made if there appears to be any serious error in the forecast.
When the account is finally completed it can be set beside the budget
and the reasons for differences closely examined. Short term control
of important inputs such as feeding-stuffs fed to different classes of
livestock over which management has day-to-day control can be ob-
tained by regular physical checks. A similar check on cash income and
expenditure can be made by periodical comparisons with the cash flow
budget. The relevant information can be extracted from a cash analysis
book as the year progresses.

The Example

The figures given in Tables 2, 3, 4 and 5 demonstrate how budgets
can be prepared. They refer to the same farm the account for which
is shown as an example on the main account forms. It is assumed that
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Table 2

Enterprises

GraZING
KWESTOCK

Acres

( Iess

Livestock Numbers

FORAGE
(<3

Qutput

Livestock valuation changes

Livestock sales and deficiency payments
Livestock transfers out

Product sales and deficiency payments
Closing crop valuations

Other allocated subsidies

Produce to house and men

Total
Less livestock purchases
Less livestock transfers in

Lo
Q30
Q00

W bov

Enterprise Output

Variable Costs
Homegrown cereals and pulses
Purchased concentrates
Other purchased foodstuffs
Seeds (purchased and homegrown)
Fertilisers (net)
Crop sprays
Vet. and medicines
Al and N.M.R. fees
Haulage
Contract work
Casual labour
Miscellaneous

Total Variable Costs

3 w0

Enterprise Gross Margin

(io550)

Miscellaneous income

Total Gross Margin

Fixed Costs

Labour—Regular (inc. est. farmer and wife)
—Casual

Contract work

Equipment depreciation

Equipment repairs

Fuel and power

Rent and rates

Other repairs

Miscellaneous

. Total Fixed Costs

- Management and Investment Income

Add est. for farmer and wife’s labour

. Net Farm Income




Table 3

MANAGEMENT SUMMARY

Year
Actual or Budget

63 -63) by bouts

b5l 654l

A A A

A

2

Total Farm Acreage
Waste and Buildings

3N | 34| 319
S S

319
S

319
S

Arable:
Wheat
Barley
Qats
Potatoes
Sugar Beet
Other

Total Arable

Al
1

10

-

20
o
10

ne3d
[

S0

<0
QY-

20

dod3

Forage:
Grass
Other

Total Forage

PHYSICAL DATA

Livestock:
Dairy cows
Other dairy cattle
Beef cows
Other beef cattle
Ewes
Other sheep
Sows
Other pigs
Poultry

Stocking Rate Acres/L.U.
Yield per cow, gals.

G

D=t v 1 v ¢

2
o

FINANCIAL DATA

Gross Margin:
Wheat
Barley
Oats
Potatoes
Sugar beet
Other crops

All crops

ﬂ"‘?'&,%m
) O 00

Grazing livestock
(forage costs deducted)

per enterprise acre

Pigs

Poultry

Other non-grazing livestock

Miscellaneous income
Total Gross Margin

total

Fixed Costs:

Labour—Regular!
asual

Contract work

Equipment depreciation

Equipment repairs

Fuel and power

Rent and rates

Other repairs

Miscellaneous

Total Fixed Costs

per farm acre

o
@

FuoToy,

{1

-

‘|
™
-
o

-

b

,J.
wle |-

32

26\

M. & I. Income
Net Farm Income

A Ol fwe D Z 50

¥
N

\bS
125

s
19

Total Net Farm Income

1Tol,

1ovO

6302

() Including estimate of farmer and wife’s labour
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. CAPITAL SUMMARY
Table 4

FIER
Liabilities b, Arw 1964 | b Ame 1S | b Amie 4Ll Ex:;ws-ou
Sundry Creditors 1320 15320 1Rbo 1$W0
Bank Overdraft 233} LIty Lacy -

Loans - - -

Mortgage 27401\ oL oLM0O
" Total Loans 31053 37 \no0 311}
Capital Worth Bus 1bo5o 50 kLS

Total

Assets
Cash in Hand s s
Bank Credit - -
Sundry Debtors 6 ) 1S
Home Grown Produce 3% 2361
Stores L‘.Q losi.
. 2783 3L
T?nanmght QS 1993
Livestock L2
Machinery and Implements Lo
Tenant’s Buildings and Fixed Equipment - -
i:::mgs botuo Lobro Lo buo
Total
Capital
Capital Worth — brought forward w2300 b AU 'L oS0
Capital Introduced - -

Net Farm Income 3LoH- Homn
Owner Occupier — Rental Value

Total

R 2941 3190 L bw

Jo

-

Q! 291 33 4o B bHQ

LAty
\RoO {Ro0 9093
K1l oW 50 05b 55054

1a3n 1qn 1388
Bank Interest 50 boo 56

Other Loan Interest - - -

Income Tax 130 S50 k4o

Household Expenses U5 qus 1195
Capital Worth — carried forward

Less:— Mortgage Interest

Hudus 1boSo 50 Wb

This form is based on a balance sheet runner used by the Midland Bank Ltd.

Note.—The figure for Income Tax refers to the tax paid on the previous year’s income. Therefore to obtain a true comparison between

the capital position at 6th April, 1966 and that after expansion, tax of £1,580 payable on the income for the year ending 6th- April, 1966,
would have to be substituted for the figure of £640 shown.




the farmer intends to increase his herd immediately from 80 to 130
cows without altering the cropping. He can do this by bringing in 22
in-calf heifers he has on hand, buying in the balance and selling out his
remaining young stock. He would continue to buy in his replacements
from outside sources in the future. £3,000 would also have to be spent on
building alterations. A discussion of the planning involved in coming to
this decision and budgets for alternative courses of action on this farm
can be found in “An Exercise in Planning” by H. W. T. Kerr and H. A.
Thomas®. Budgets for the first transitional year and the second year
are shown in detail on the budget form (Table 2). Quarterly cash flows
for three years are entered on the cash flow budget form (Table 5) and
a monthly cash flow budget for the first transitional year of the project
is given in Appendix 2.

A summary of the actual results for the years 1962-63 to 1965-66
and of the budgets for the first and second years of the expansion pro-
gramme is shown on the Management Summary (Table 3). The budget
for 1965-66 is also given. The budgeted income is very close to the
income actually achieved in 1965-66, but both total gross margin and
fixed costs are lower than anticipated. Allowance for these differences
has been made in the subsequent budgets.

The Capital Summary (Table 4) shows the capital position at Sth
April, 1964, 1965 and 1966 and the anticipated situation in three years
time at the end of the expansion period. The value of the land has not
been changed over the period.

The budgets indicate that a satisfactory increase in farm income
could be expected to result from the change although there would be
a fall in the first transitional year.

The Cash Flow budget (Table 5) suggests that a peak overdraft of
£12,045 would be required at the end of the second quarter of the first
year if the project were to be entirely financed by the bank. This would be
halved by the end of the year. Thereafter it could be expected to decline
to reach a surplus balance at the end of the final quarter of the third
year. Small overdraft facilities would probably still be required again
in the second quarter of the following year. However, the monthly cash
flow budget for the first year (Appendix 2) shows a peak of £13,228 at
the end of October, some £1,200 higher than the peak indicated by
the quarterly cash flows. Where large sums are involved it may be
prudent to draw up cash flow budgets for periods of not longer than
one month.

The farmer has been improving his performance rapidly over the
last four years (Management Summary). His capital worth has been
rising even though the value of the land has not been increased in the
balance sheet. The capital worth is also in excess of the minimum usually
required by lenders (50 per cent) and should be even greater by the end
of the expansion period (Capital Summary). In normal circumstances,
it could be expected that the bank would be prepared to provide the
overdraft facilities to carry out the expansion programme. The farmer’s
chances of obtaining the money would be enhanced by presenting the
case in the detail shown here. He would also be able to maintain a tight
financial control over the expansion policy by using the budgets in con-
junction with the accounting method suggested in this booklet to ensure
that performance in practice matched that anticipated in the plan.

26




.

CASH FLOW
Table 5
[sT. YEAR 2 no. Year : 320, \,EﬂR
. APRIL  MAY | SUKRY AVG. | ocT. Nov, APRWL TMAY [ Juwy AvG.| oeT.

Peried Tone SerT. bEC. Tune Seew. bEC.

Aeri. Y [ oy Avg. | ocT. Now
IUNE SEPT. SEC.

IReceipts

Livestock sales

Livestock deficiency payments
Livestock products duso 2905 koo
Cereal crops . - - = =
Cereal deficiency payments - - S3
Cash root crops %y 153 -

280 ‘So 1250
620 Q 'S0

12%0 500 so 33e5 w200 3355 neso
- 4O

Other crops -
Fertiliser subsidies -
Other grants and subsidies -
Sales of equipment

Miscellaneous income

-

-

-

Total Receipts

\Variable Costs

Livestock purchases
Purchased concentrates
Other purchased foodstuffs
Seeds oo
Fertilisers o

Crop sprays - -
Vet. and medicine Sw 23
Al and N.M.R. fees
Haulage

Contract work
Casual labour
Miscellaneous

Total Variable Costs

Fixed Costs a6 30
Regular labour 10 _° ° N _
Casual labour - - -
Contract work - " . ’ 300
Equipment repairs 3co ?‘gg 222 ;c;g ais
Fuel and power 3o0Ss 195 3c5 g "
Rent and rates Q% - 2% - 23 120 ‘20
Other repairs 120 3o 120 130 120

Miscellaneous loo \o loo tto no loo LZO ‘16?’181
Equipment purchases 'b;o Q{ b.? © Z : g_qq - ° -

. . °

get:lsc;n:f%;z:wf:g:ndlture 31s 315? 31 s 31S 1S EY 31s 31S
Income Tax - 90 - 2bo 13 s - s 190 a rens
Bank interest 250 - 310 R0 - S -

Loan interest and repayment Sb! Sbt 5ol 561 Sel Sl 562 skl Skl 56O

-

- \lo
\s3 1y

119a1 39bK-

Total Fixed Costs 3309 Loy 1219

3519 3356 ‘3130 [CTY1 W 2319 Fob, 2999 bl
sa | 2bLS) b2 b 5612 s1s3 | o3 Abort | 5w 5503 L3y a5y
G k99 | kaud |3 1Lwg © 38 | s (@b | 9k |- 239 [ was [®ascl [ dkig
(=) 10D [w ous |=die 3a- D) NS5 ) 1300 o) B | a5k | @95 [() ka0 [ 1gu [(4) dwan

Total Costs

Surplus or Deficit

Accumulated Balance

Balance b/f  (-) Loy
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Appendix 1(i)

ACCOUNTING YEAR ...... 196S. kb BEEF CATTLE
Suckler Cows

GROSS MARGIN SUMMARY

Average number of cows

Number of calves reared

Forage acres per cow and calf

Concentrates fed per cow (including that fed to calf) cwt.
Concentrates fed per animal sold

Fattening
and store
cattle

Details Per animal
sold
£

Valuation changes (+) or (=) -
Sales (including D.Ps.) -
Cull cows : -
Subsidies (calf subsidy, etc.)

Total
Less purchases

Gross Output

Variable Costs:
Homegrown concentrates
Purchased concentrates
Other purchased foods
Vet. and medicines
Haulage

Miscellaneous

Total Variable Costs-

Gross Margin (forage costs not deducted)
Forage Costs

Gross Margin (forage costs deducted)

Gross Margin per Forage Acre




Appendix 1(ii)

ACCOUNTING YEAR ..19G5.:64 ... : BEEF CATTLE
" Fattening Cattle

GROSS MARGIN SUMMARY

Average number of cows
Number of calves reared

Forage acres per head
Concentrates fed per cow
Concentrates fed per animal sold

Fattening
and store
cattle

Details Per animal
sold
£

Valuation changes (+) or (—)
Sales (including D.Ps.)

Cull cows

Subsidies

Total
Less purchases

Gross Output

Variable Costs:
Homegrown concentrates
Purchased concentrates
Other purchased foods
Vet. and medicines
Haulage

Miscellaneous

Total Variable Costs

Gross Margin (forage costs not deducted)
Forage Costs '

Gross Margin (forage costs deducted)

Gross Margin per Forage Acre




Appendix 1(iii)

ACCOUNTING YEAR

GROSS MARGIN SUMMARY

Ewes put to ram
Lambs reared per ewe
Concentrates per ewe
Ewes per forage acre

Ewe Flock

Details Per Ewe | Per Hogg
. £ £

Valuation changes (+) or (—) °a
Sales e

Wool -6

Total -
Less purchases 2

Gross Output P

Variable Costs:
Homegrown concentrates
Purchased concentrates
Other purchased food
Vet. and medicines
Haulage
Contract work
Casual labour

Total Variable Costs

Gross Margin (forage costs not deducted)
Forage Costs

Gross Margin (forage costs deducted)

Gross Margin per Forage Acre




Appendix 1(iv)

ACCOUNTING YEAR .12bS -bla........ L PIGS
Sows and Weaners

GROSS MARGIN SUMMARY

Average number of sows . B0 0 _ _
Numbers weaned per sow
Concentrates per sow

Concentrates per animal sold -

Per sow Per animal
sold

Details
£ £

Valuation changes (+) or (—)
Sales '

Cull sows

Produce to house and men

Total
Less purchases

Gross Output

Variable Costs:
Homegrown concentrates
Purchased concentrates
Other purchased foods
Vet. and medicines

Haulage
Miscellaneous

Total Variable Costs

Gross Margin




Appendix 1(v)

ACCOUNTING YEAR ...\96S .-l PIGS
) Fattening

GROSS MARGIN SUMMARY

Average number of sows
Numbers weaned per sow
Concentrates per sow

Concentrates per animal sold

Per sow Per animal
sold

Details

£

Valuation changes (+4) or (—)
Sales

Cull sows

Produce to house and men

Total
Less purchases

Gross Output

Variable Costs:
Homegrown concentrates
Purchased concentrates
Other purchased food
Vet. and medicines

Haulage
Miscellaneous

Total Variable Costs

Gross Margin




Appendix 1(vi)

ACCOUNTING YEAR

GROSS MARGIN SUMMARY

POULTRY

Average number of layers
Eggs per bird
Average number of broilers

Details

Per laying
bird broiler

£ £

Valuation changes (+) or (—)
Sales of eggs

Sales of birds .

Produce to house and men

a-q
03

Total
Less purchases

Gross Output

Variable Costs:
Homegrown concentrates

Purchased concentrates
Other purchased food
Vet. and medicines

Miscellaneous

Total Variable Costs

Gross Margin




Appendix 2
CASH FLOW

Period

Receipts
Livestock sales
Livestock deficiency payments %o 3so 3bo 120 190
Livestock products a0 \3 OH- 1 5o 1225
Cereal crops - | 000
Cereal deficiency payments
Cash root crops
Other crops
Fertiliser subsidies
Other grants and subsidies
Sales of equipment
Miscellaneous income

Ty QUGUST | SECTEMRER| XT0B8ER | NouemBsR TANUVARY | FERRUARY

Total Receipts

- Variable Costs
Livestock purchases
Purchased concentrates
Other purchased foodstuffs
Seeds
Fertilisers
Crop sprays
Vet. and medicines
Al and N.M.R. fees
Haulage .
Contract work
Casual labour
Miscellaneous

Total Variable Costs

Fixed Costs
Regular labour No koo
Casual labour = = =
Contract work - = =
Equipment repairs 100 too
Fuel and power bo 15 WS _\ao as
Rent and rates - -~ - plo} - -
Other repairs Ho So HO o Ho no HO

Miscellaneous Ho 3o 35 So 3e so e ac
Equipment purchases - - -

- - - - 1So
Other capital expenditure 3co - - oo - - _ ~
Personal drawings 125 25 Q5 \2s \5 195 125 128
Income Tax - 140 - - - - 40 -
Bank interest 250 - - - 3io -

Loan interest and repayment 11 l:.','] 121 \R1 1 17 17 \:&1
Total Fixed Costs I s b M 3L lod 1030 n1 N\ 922

_ Total Costs 23ub 1u3q L 1190 2.9 UR4d 2ju 2292 b3 29 1393
Surplus er Deficit O 30 |® 239 (@) 1[0 1670 |® 18L [® 3em |0 ey [ age #) oud [0 3 (PR3-
.Accumulated Balance © S @) 6215 |()7103 | @2 | fake [(D1aous [©1R23% [Hiauwe 910398 |0 ois [€) 3191

Ly 12 6

‘Balance b/f (=) Lol




Schedule 1

ACCOUNTING YEAR ....)445.-GL. ...

DETAILS OF LIVESTOCK, PRODUCE, STORES AND EQUIPMENT VALUATIONS

Opening Valuation . Closing Valuation

Value Value

Total per head . Nos. per head Total
£ £ £
) Livestock
Lo Ho Dairy: Bulls o
82 Cows g0
o Followers over 2 years Tc
3 Followers 1-2 years So
0 Followers under 1 year P

Bulls

Cows

Others over 2 years

Others 1-2 years

Others under 1 year
Sheep: Rams

Ewes

Other (over weaning)
Pigs:  Boars

Sows

Other (over weaning)
Poultry:

Total Livestock

Quantity Quantity

Home Grown Produce
I Hoc aots| Wheat =
A% cwts| Barley -
- Oats -
103405 | Potatoes
- Sugar beet
AL *as Hay
12 tons | Straw
- Silage
- Other crops

Total Home Grown Produce

Stores

Purchased foods
Purchased seeds
Purchased fertilisers
General stores

Total Stores

Machinery and Equipment
Tractors

Combines

Motor vehicles

Other equipment

Total Machinery and Equipment

Total Items




Schedule 2

ACCOUNTING YEAR ....1265% -Lb

MACHINERY AND EQUIFMENT

Purchases and Sales

Purchases Sales |

Type of Machine or Equipment Type of Machine or Equipment

Trackol Traciot

Camlsine Combine

DA Muck Sereades
Fotage  Hasvester For&%e Wacvesker
Disc  Hartw ' Cencrall
Plovgh

Trad et

Mok Spreaded
Ceneral L3

TTetal nS9qpo Total

MACHINERY AND EQUIPMENT VALUATIONS

Value before Depreciation Value after
Depreciation Rate Amount | Depreciation

£ £
“rackol 192 3L Bl
“racior o3 nd 90
Tractee “#3C us 3
Comisne 1650 el 3cq 13y
Combine lowo tas SHS
Seli nas 6 U3l
Forage Hanesker 350 B 30l
DisC Wastows WO ) 30 aro
Ploog‘n 10 1 21 Twq
. Sereadef 3co 3% oka
Muock S? Q0O a5 7S

Type of Equipment

CCilating ana Hanesk 2q01
CuRieTng 40 i ment ° 33 | osww

General egmpment asb as Ll
Motor__ Carc ‘1o 5 H3 9

okals ) 10223 US|
Subtract Profit }
Add-Fess

on Sales

Depreciation  (adjusted)




Schedule 3
ACCOUNTING YEAR ...196S.-bb........

LABOUR

Overtime Igfatlonal Cottages
Regular Worker’s Name and surances

> and
Bonuses Employer’s

Contribution Perquisites

£ £ £

T, Arown RS0 2
F. Sonth 3n Qb

A. Tones du- ab

wW. Moris 3N W

Total Regular Labour

Casual Labour

Total Labour




Schedule 4

ACCOUNTING YEAR ...'2b5 -kl

SUMMARY OF GROSS MARGINS

Oats wheat fokokpes

Acres

= \%.9 00

. Per Per
Details Total acre

wts awts
33a3 | 23k

£ £
khLbS3y

Total Yield

Total Output

Variable Costs:
Seeds 3 5 5_‘;3
Fertilisers 3 ) T_?::
Crop sprays

Haulage =

Contract operations -

Casual labour -

Miscellaneous -

Total Variable Costs B 1-5 -

Gross Margin 1106

1.0 -
Including Deficiency Payments | Per acre ., | Per acre




Schedule 5

ACCOUNTING YEAR ...1965 -6b FORAGE CROPS AND GRASS

Acreage

VARIABLE COSTS

Per acre

£

Details

Seed -6
Fertilisers K5
Crop sprays o1

Contract work
Casual labour
Miscellaneous

Total Variable Costs
Deduct Variable Costs on Forage Crops Sold (if any)

Variable Cests Chargeable to Enterprise

CALCULATION OF LIVESTOCK UNITS ON FARM AND ALLOCATION OF FORAGE
ACRES AND VARIABLE COSTS TO ENTERPRISE

Average | Livestock Total Allocation | Allocation
Enterprise menthly unit livestock | “of forage | of variable
numbers*¥| factor units acres costs

£
Dairy cows (incl. bulls) na-e 1.00 1q.¢c 1273 QAbo
Dairy followers—over 2 years 165 0.75 1 20°C 151
Dairy followers—1-2 years 150 0.60 9.c w5 \oq
Dairy followers—under 1 year B 0.30 b a1 13
Beef cows (incl. bulls) 0.75
Beef stores—over 2 years 0.75

Beef stores—1-2 years 0.60
Beef stores—under 1 year 0.30
Sheep: Ewes and rams 0.25

Sheep over weaning 0.10

+ Averagg  of opening
ond c,\os'm% valations .

Totals




Schedule 6

ACCOUNTING YEAR DAIRY COWS

GROSS MARGIN SUMMARY

Total milk sales gallons
Average number of cows

Yield per cow gallons
Concentrates per cow cwt.
Concentrates per gallon 1b.
Forage acres per cow

Details

Valuation changes (4) or (—)

Sales of cows

Sales of calves

Value of calves transferred to followers
Sub total

Less purchases of cows Per cow | Per gallon

Less value of first calvings £ d.

Herd depreciation (—) or appreciation (+) 3uS KN 1w

Milk sales
. -?
Produce to house and men 2 -5 3391

Gross Output 149 Bt
Variable Costs:

Homegrown concentrates Q- 251
Purchased concentrates 271 -89

Other purchased foods
Vet. and medicines 2H
Haulage -
Miscellaneous s-9 L6
Total Variable Costs 2 1359

o-k1

Gross Margin (forage costs not deducted) AR
Forage Costs 3-4S

Gross Margin (forage costs deducted) 25 01

Gross Margin per Forage Acre




Schedule 7

ACCOUNTING YEAR ...[9¢5.:bL DAIRY FOLLOWERS

GROSS MARGIN SUMMARY

Number of first calvings
Age at calving
Forage acres per livestock replacement unit

Concentrates per livestock replacement unit

Details No. £

Valuation changes (+) or (—) ) %R0
Value of down calving heifers a%0

Sales 90 | per livestock

replacement
Total [ETHE) P umit

Less value of calves transferred from Dairy Cows 510

Gross Output 150

Variable Costs:

Homegrown concentrates 1R

Purchased concentrates 5335

Other purchased foods -
Vet. and medicines 3
Haulage -
Miscellaneous -

Total Variable Costs 4

Gress Margin (forage costs not deducted)
Forage Costs

Gross Margin (forage costs deducted)

Gross Margin per Forage Acre




IEnterprises

[Acres

Totals

Livestock Numbers

Output

Livestock valuation changes

Livestock sales and deficiency payments
Livestock transfers out

Product sales and deficiency payments
Closing crop valuations

Other allocated subsidies

Produce to house and men

Total
Less livestock purchases
Less livestock transfers in

Enterprise Output

Variable Costs
Homegrown cereals and pulses
Purchased concentrates
Other purchased foodstuffs
Seeds (purchased and homegrown)
Fertilisers (net)
Crop sprays
Vet. and medicines
Al and N.M.R. fees
Haulage
Contract work _
Casual labour _ Q3
Miscellaneous ) asc - <

Total Variable Costs 3509 | 1249 Qai
Enterprise Gross Margin ('\ Gul) 2334 [ 2176 | 11Qqy

- . .
Miscellancous income b per acre l————) Forage costs per acre £ Q.5 ) Some Efficiency Factors
Total Gross Margin 39.1 E—

Fixed Costs

Labour—Regular (incl. est. farmer and wife)
—Casual - Crops Yield £ Grazing Livestock

Contract -work : per it.:rg.ﬂ per acre (Less forage costs) £ per acre

Equipment depreciation ! LAgR Stocking Rate b forage acres .

Equipment repairs . v g per livestock unit Net output per acre

Fuel and power . LYokakoes. .. : o Livestock : £

Rent and rates N (forage costs not deducted)  per head

Other repairs . » v Net output per £1€0 total

Miscellaneous* . . i N labour

" . Net output per £100 total
Total Fixed Costs : o labour and machinery

Summary of Enterprise Gross Margins (per acre and per head)

Gross output per acre

Total gross margin per acre

Management and Investment Income

Add est. for farmer and wife’s labour

Net Farm Income .S |* For details see over.




Details o_f Miscellaneous Income GROSS MARGIN ACCOUNT RECORD

Cede Number

" Year Ending ..S#h.....Ret!

Livesteck Numbers

At At R
Wheat ek Class of Stock opening | closing }a!vsf ;:fg ¥
b valuation | valuation| "~

Acres

Barley
Oats - Dairy Herd
Cows <~ Bul " 21\ na-o
Beans and peas (fodder) Followers—over 2 years " a2 6-S
—1-2 years v ) 1S:0
Potatoes —under 1 year b 3 a0:C
Sugar beet Beef Herd
Peas—green Cows
—threshed ’ ) Others—over 2 years

Vegetables (specify) —1-2 years

—under 1 year
Sheep
Herbage seed Ewes
Cthers (over weaning)
Tumips and swedes Pigs
Mangolds Sows (excl. gilts)
Others (over weaning)
Kale Poultry

Recorciliation of Net Farm Income (as shown overleaf)

. T ss—h Li
with Statement of Accounts CHpOrary gras—aay Other Livestock

—grazing
£ —silage
Permanent grass—hay

—grazing
" Difference in Tenantright Valuations (4) or (—) —silage -
Rough grazings Rough grazings (pasture equivalent)
Total Forage Acreage Total Forage Acreage (adjusted)
Woodlands buildings,

. L roads, etc.
Dueteshimote....of. 1 Baslen 0. SEOCK oo Bare fallow

Oveesiaate. . of 19bu: | Potaboee in SECK ©),...8 Total Acreage

*  Auecage of cpening and closing

Net Farm Income (per Gross Margin record) . B oo |
V] ions

)

Net Farm Income’ (per Statement of Accounts) £ Lan







