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Managing your herd for future generations



 Identify genetic traits
◦ Cull the old witch?
◦ Keep the pretty heifer?

 Keep track for monetary purposes
◦ FSA disaster programs
◦ Insurance
◦ Property Taxes
◦ Income Taxes
◦ Reconciling cow numbers for bank



 Calving Records
◦ Date of Birth
◦ Cow # or identification
◦ Record storm events

 Vaccination Records
 Weaning Records
 Crop production
◦ Acres, Yield
◦ How much sold, fed, seeded

Red 
Book







How to keep it together long enough to figure 
out what went wrong or good!



 All farm receipts – income and expenses
 Debt payments – principal and interest
 Family Living & Personal Debt Repayment
 Corresponding cattle numbers for sales
 Bank Statements
 Production Records



 Envelope Method
 Binders
 Ledger
 Spreadsheet
 Computer Program – Quicken, etc.

Develop a filling place, a 
method and a person of 

authority and stick with it!!!!



 Your banker
 Your tax accountant
 Farm Programs
 Your credit report
 Your family
 Your cows
 AND YOU!!



 Financial Statement
 Cash Flow Projection
◦ May want to do some partial budgeting

 Income Statement
 Past History



 Actual Production History
 Actual Financial History
◦ All income, all expenses
◦ Itemized
◦ Include personal income and expenses as separate 

categories
 Categorize, categorize, categorize!!!



 Paid $17,000 to CHS
◦ Split $10,000 to Chemical
◦ Split $7,000 to Fertilizer

 Paid $5,000 to Rocky Mountain
◦ Split $4,000 to Fuel
◦ Split $500 to Repairs
◦ Split $300 to Car/Truck for new tires
◦ Split $150 to Work Clothes
◦ Split $40 to Supplies for a shop towels, etc.
◦ Split $10 for a carryout pizza to Owner Withdrawal



 Mixing farm expenses and personal expenses
 Not adding in expenses charged to credit 

card or debit card
 Getting cash but no record of how it was used
 Only one person understands the 

bookkeeping system
 No receipts
 Not backing up your computer system
 Doesn’t match production records
 Not including capital expenditures or 

contributions



 Ask my Accountant category
 Small tools category
 Savings Accounts
 Bill pay
 Reimbursement tracking
 Estimating – not what I am looking for
 What else?



 Snapshot of where you are today
 Assets
◦ Current
◦ Intermediate
◦ Long Term

 Liabilities
◦ Current
◦ Intermediate
◦ Long Term

 Determines equity position



Current Assets:

Intermediate Assets:

Long Term Assets:

Current Liabilities:

Intermediate Liabilities :

Long Term Liabilities :

EQUITY = Total Assets – Total Liabilities

Li
qu

id
ity



 Lame cow out back
 Annual Operating Loan
 Buildings
 Bill at BTI
 Light calves to be sold as yearlings
 Real estate taxes
 Income Taxes Payable



 New bull purchased
 Grain Loan with FSA
 Feeding Pickup
 Fuel bought for next year
 Savings Account
 CD at BIA for holding leases
 Cow loan



 Machinery Loan
 Cow Herd
 Tractor
 Land Loan
 Horses
 Land
 Wheat from 2002 that has sprouted a few 

times over



Financial Statement 
1/1/2015

Cash Position 
changes

Inventories 
Change

Debt Reduced 
or Increased

Financial Statement 
12/31/2015



 Use realistic valuations
 Remember it is a “snapshot in time” not a 

cash flow projection
 Show ALL assets and liabilities













 Shows all inflows and outflows for year
 DOES NOT show profitability
 Should be able to “reconcile cash” off
◦ Beginning Cash, 1/1/2015
◦ +Income in 2015
◦ -Expenses in 2015
◦ - Operating Interest
◦ - Income Taxes
◦ - Capital Expenditures
◦ - Debt Repayment
◦ - Living and Personal Debt Repayment
◦ = Ending Cash, 12/31/2015





 Takes your cash flow statement and “adjusts” 
to what that year’s actual income and 
expenses

 Adjusts out:
◦ Carryover inventories
◦ Increases/decreases in herd

 Explains true profitability
 You do this in your head all the time!



 Look at past history
 Check your balance sheet
 Consider any major changes
◦ EQUIP or CSP contract obligations
◦ Carryover bills or inventories

 Can do some partial budgeting
◦ Can I add 50 head of cows in the next year?
◦ Should I pick up another lease?
◦ Is it worth it to buy my own baler instead of hiring 

the baling done?







 Is my non farm income likely to change?
 Will our living expenses change?
 Do we have a lot of old cows that we need to 

replace?
 Is it time to reseed the hay fields?
 What are interest rates doing?
 Do I need to restructure my debt load?
 Can I do some forward marketing?
 Do I have access to dependable feed?
 Any major repairs coming up?



 Operating expense ratio
◦ Total Expenses (Less Interest & Depreciation)/ Total 

Income
 Target ratio: 65% or less

 Interest expense ratio
◦ Total Interest Paid/Total Income
 Target ratio: Less than 10%

TEST: OER and IER??



 Did I meet all my obligations?
 Did my equity position improve or 

deteriorate?
 What does the future hold?
 Will my banker lend me money again?
 What am I going to do with cash carryover?
 Did I meet my goals?
 Are there things I can do it mitigate my tax 

risk without jeopardizing the future?



 Identify:
◦ Strengths
◦ Weakness
◦ Opportunities
◦ Threats

 Set goals:
◦ Short term – Within one year
◦ Intermediate – Within 5-7 years
◦ Long Term – In my lifetime



 Increase weaning weight by 50 lbs.
◦ Tighten calving window
◦ Use EPDs to select bulls with good BW to WW spread
◦ Improve mineral program
◦ Ensure good access to clean, fresh water
◦ Develop a pasture rotation system
◦ Vaccinate calves to minimize sickness

 Improve weaning percentage to 90%
◦ Purchase straw for calving
◦ Move calving period
◦ Pregnancy Test
◦ Semen and Trich Test Bulls each spring



 Reduce debt by $50,000 in next three years
◦ Pay an extra $100/mo out of non farm income
◦ Convert unused equipment to cash
◦ Refinance for a lower interest rate

 Improve liquidity position
◦ Find a non farm job
◦ Reschedule payments to match  income stream
◦ Charge kids for running their cows on your place

 Improve breed back
◦ Make sure replacement heifers are at breeding size
◦ Semen and Trich Test
◦ Adequate nutrition and mineral supplementation



 Ask for help
 It is not scary if you have a system and plan 

of attack in place ahead of time
 Get organized for 2017 now!!

 You Can Do It!!
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