Farm Financial Standards Council
Managerial Accounting Guidelines

» Build from previous work initiated by:
— National Pork Producers Council
— National Corn Growers Association
— United Soybean Board
— National Cattlemen’s Beef Association
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Managerial Accounting Guidelines

Core Concepts

* Require accrual, cost-based accounting

» Responsibility center approach

* Integration of production and financial

* Accumulated core transactional information with
economic concepts and analysis

* Guided by consistency with:

— GAAP

— Commercial industry practice

— Multiple commodity applicability

— Standardization capabilities

Accommodation of multi-period production cycles
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Responsibility Centers

Farrow to Finish Example

Farrowing Cost Center
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Trucking Support Cost |
Nursery Cost Center

Center —
1L

Finishing Profit Center
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Managerial Accounting Guidelines

Balance Sheet Categories

Traditional Ag MA Cost Accounting
*Prepaid expenses *Raw materials
*Growing crops *Work in process
sInventory at market *Finished goods at cost
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Managerial Accounting Guidelines
Traditional Income Statement

Table 1. John and Mary Farmer, Financial Statement, December 20X4
John and Mary Farmer
Farm Income Statement

For the Period January 1, 20X4 Thru December 31, 20X4

Revenues
Crop Revenues [cash] 0
Increass/(Decrease) in Crop Inventories 900,000
Gross Revenues 500,000
Operating Expenses
Operating Expenges [cash] 528,000
({Increase)Decrease Prepaid Expenses (10,000}
{Increase)/Decrease Cash Investment in Growing Crops (40,000}

{Increase)/Decrease Other Current Aszets
Increass/(Decrease} Accounts Payable
Increass/(Decrease) Other Accrusd Expensses

sl =N

Depreciation Expense 124,000
Total Operating Expenses 602 000
Operating Margin 298,000

Source: Management Accounting Guidelines for Agricultural Producers

Managerial Accounting Guidelines
MA Income Statement

Tahle 2. John and Mary Farmer, Statement of Operations, December 2004
John and Mary Farmer
Starement of QOperations

For the period January 01, 2004 through December 31, 2004

Amount

Revenus

Sales - Com -

Sales - Soybeans -
Total Revenue -
Production Expense (COGS) {rr?

Production Expense (COG5) - Comn -

Production Expense (COG5) - Soybeans -
Total Production Expense (COGS) -
Production Margin -
Sales, General and Administrative Expense

Sales Expensze -

Marketing Expense 3.000

Transperation Expense -

G&A Expense 35.000
Total Sales, General, and Administrative 28,000
Ciperating Margin (28,000)

Source: Management Accounting Guidelines for Agricultural Producers




Managerial Accounting Guidelines
Traditional Income Statement

Table 3. John and Mary Farmer, Farm Income Statement, January 2005

John and Mary Farmer
Farm Income Statement
For the Period January 1, 2005 Thru January 31, 2005

Revenues
Crop Revenues [zash) 882,500
Increase/ (Decraase) in Crop Invenfories (900, Dﬁf,l:l
Gross Revenues
Operating Expenses 'ST?
Operating Expenses [cash] 33,70

0
(Increase)/Decrease Prepaid Expensas ]
(Increase)/Decrease Cash Investment in Growing Crops ]
(Increase)/Decrease Other Current Assets o
Increase/ (Decreaze) Accountz Payabls o
Increase/ [Decrease) Other Accrued Expenses 1]
Depreciation Expense 0
Total Operafing Expenses
Operating Margin

{7,500

33,700

41,200)

Source: Management Accounting Guidelines for Agricultural Producers

Managerial Accounting Guidelines
MA Income Statement

Table 4. John and Mary Farmer, Statement of Operations, January 2005
John and Mary Farmer
Statement of Operations
For the period January 1, 2005, through January 31, 2005

Amount

Revenus
Sales - Corn 812,500
Sales - Soybeans 280.000
Total Revenue 22,500

Production Expense [COGS)
Production Expense (COGS) - Comn 238,400
Production Expense (COGS5) - Soybeans

Total Production Expense (COGS)

Production Margin

Sales, General and Administrative Expense

Sales Expense 1,200
Marketing Expense -
Transportation Expense {ﬂ'? 30,000
G&A Expense 2,500
Total Sales, General, and Administrative 33.700
Operating Margin 204,800

Source: Management Accounting Guidelines for Agricultural Producers




FrRECMA Rapormng Exampie 1
Corn Producton Cost Cenner Activity Reporm
For the peviod Decamber 01, 2003 through Novembar 30, 2004
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FFSC MA Reporting Example 1
Crop Proft Center Report
For the period January 01, 2004 through December 31, 2004

Revenue
Sales - Com
Zales - Soybeans
ENA

Total Revenue

Production Expense (COGS)
Production Expense (COGE) - Comn

Froduction Expense (COGE) - Soybeans

Total Production Expense (COGS)
Praduction Margin

Sales, General and Administrative Expense
Sales Expanse
Marketing Expense
Transporiation Expenss
GEA Expense

Total Sales, General, and Administrative
Operating Margin

Other Expense
Imterest Expense (Net)
{Zain) Loss on Non-Operating Assst Disposal
Cther Expense (Income)

Total Other Expense

Total Expense

Net Income Before Tax

Oty 1 Oty 3
| Acres| - |
Arnount 2820 =
638000 24351
230,400 2784
868400 23145 -
§72000 2832
150,040 60.70
731,040 279.02 -
137,380 5243 -
1,822 442 -
aoo 0.31 -
7453 6.08 -
37377 14.27 -
67,252 2587 S
70,108 26.78 -
30,358 15.21 -
{2.785) {1.08) =
37,03 14.18 -
835383 11835 -
33 M7 12.80 -




Managerial Accounting Guidelines

Audience

e Ag industry has output of $200 Billion
e 389 farms accounted for 10%

e 3,201 farms accounted for next 15%

e 30,495 farms accounted for next 25%
e 2,000,000 farms accounted for the rest

« Core audience for MA is the 2" tier plus
those from the 3" tier who still want to be
there 10 years from now
— Source Steve Hofing

<l

Copyright © 2006 Center for Farm Financial Management, University of Minnesota.

Managerial Accounting Guidelines
Our Role

e Awareness

» Application of economics
o 2?7
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