LIVESTOCK ENTERPRISE BUDGETS

The purpose of this exercise is to learn how to create enterprise budgets for a livestock feeding enterprise and a livestock breeding enterprise.

Feeder Livestock Enterprise Budget
You will have to opportunity to purchase feeder cattle and finish them out each year.  Some years you will make money, other years you will lose money.  A little budgeting before you buy will help you determine which result is more likely.

You can choose to buy either 550-pound steer calves or 750-pound yearling steers, and you can feed them either a corn and hay ration or a corn and corn silage ration.  Here are the details.

	
	550 lb. Calves,
	per head
	750 lb. Yearlings,
	per head

	Ration:
	Corn & hay
	Corn & silage
	Corn & hay
	Corn & silage

	corn - bu.
	61
	48
	63
	52

	silage – ton
	0
	2.45
	0
	1.50

	hay – ton
	0.65
	0
	0.35
	0

	supplement - lb.


	191
	191
	120
	120

	expected days on feed
	230
	230
	160
	160

	selling weight - lbs.
	1,150
	1,150
	1,250
	1,250


Choose one enterprise and one ration and create a budget for it using the form on page 2.  The budgeting unit is one head (one animal). Use the following information for prices:

Selling price for cattle (in February for yearlings or June for calves) 

Go to the University of Illinois website at  http://www.farmdoc.uiuc.edu/weatherprices/index.asp .

In the right-hand box choose Futures, then Live Cattle, then Submit, which takes you to the Chicago Mercantile Exchange futures site, where livestock futures contracts are traded.

For calves, use the LAST or SETT price for JUN07, plus $1.50 to adjust to a local price.          $_______

For yearlings, use the LAST or SETT price for FEB07, minus $1.00 to adjust to a local price.  $_______
If no quotes appear under the “Session” table, use the “Prior Day” quotes.

Purchase price for feeder cattle (in the current month)
Go to the same website and choose Futures, then Feeder Cattle and Submit.  Use the LAST or SETT price for SEP06.
For calves, add $10 to adjust to a local price.






$________

For yearlings, add $3 to adjust to a local price.





$________

Note: prices are quoted in $ per cwt. (100 pounds), so convert the cattle weights in your budget to cwt.
Feed prices

Corn: use the University of Illinois web site again, the left hand box, and select Grains, then your own state, and Interior Elevator Grain Prices.  Use the average corn cash price for the state.














$_____
Silage:  Use a price equal to 8 times the price of corn per bushel, for one ton of silage.  This is an opportunity cost of not harvesting and selling your corn as grain.




$_____
Hay: Hay can be purchased for $60 per ton.

Supplement: Protein supplement and minerals can be purchased for $.10 per pound.

Other variable costs



Calves


Yearlings
Veterinary and health



$10.00 per head
$8.00 per head

Machinery and equipment operating

$11.00 per head
$7.00 per head

Marketing and miscellaneous


$14.00 per head
$14.00 per head

Labor





3 hours @ $10

2 hours @ $10

Ownership costs of facilities and equipment: $2,000 per year, spread over 500 head per year.
	Name of enterprise: ____________________________________
	Budgeting unit ____________



	Gross Revenue
	Quantity
	Price
	Total

	Sales income
	___________
	___________
	___________

	   Less 1% for death loss
	
	
	___________

	Gross Revenue
	
	
	___________

	
	
	
	

	Variable costs
	
	
	

	Purchase of feeder animal
	___________
	___________
	___________

	Interest on cost of feeder animal $______  x                              
	_____ days / 365
	x 7  %
	___________

	Feed
	
	
	

	______________________________
	___________
	___________
	___________

	______________________________
	___________
	___________
	___________

	______________________________
	___________
	___________
	___________

	Other variable costs
	
	
	

	______________________________
	
	
	___________

	______________________________
	
	
	___________

	______________________________
	
	
	___________

	Labor
	___________
	___________
	___________

	Interest on feed, other var.costs $________ x                             
	½ x ___ days/365
	x  7 %
	___________

	Total variable costs
	
	
	___________

	
	
	
	

	Ownership costs for facilities, equipment
	
	
	___________

	
	
	
	

	Total of all costs
	
	
	___________

	
	
	
	

	Gross margin 
	
	
	___________

	Profit and return to management
	
	
	___________

	Breakeven selling price for variable costs (reduce selling wt. 1% for death loss)
	___________


Given the selling prices and other costs that you budgeted, what is the highest purchase price you could pay and just cover all your variable costs?  Subtract all other variable costs from expected gross revenue and divide by the purchase weight.  Don’t worry about changing the interest cost.

Gross revenue _______ – variable costs _______ + purchase cost =___________ / purchase wt._______ 

= $_______/cwt.
Breeding Livestock Enterprise Budget
Go to the Center for Farm Financial Management web site at:  http://www.agrisk.umn.edu and click on Budget Library under CFFM Websites.  
Choose Livestock, then choose All for the state or region.  

Choose one of the following types of livestock:

Beef cow-calf

Dairy

Swine farrowing

Sheep flock

Any other livestock breeding enterprise

Then click on Submit.  You may want to look at several budgets before you choose one.  Print the budget you decide to use and attach it to this lab.
Questions:

1. What is the title of the enterprise? ____________________________________________________

2. What state is it from?







_________________

3. What is the budgeting unit?






_________________

4. How much is the gross revenue per unit?





$___________

5. How much are the variable or operating (direct) costs per unit?


$___________

    (Note—you may have to decide which costs are variable and fixed)
6. How much are the fixed or ownership (indirect) costs per unit?


$___________

7. How much is the estimated gross margin (return over variable costs) per unit?
$___________

8. How much is the estimated profit and return to management per unit?

$___________
9. What is the breakeven selling price per pound, hundredweight, or head?

$_______ per ______
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