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(CLF1000)  Advanced Core Cluster:  AGRICULTURAL BUSINESS MANAGEMENT

    (CLF1300)  Unit Title:  AGRIBUSINESS ACCOUNTING

____________________________________________________________________________

  (CLF1301)   Topic:  REVIEW OF                   Time             Year(s) 

                      RECORDKEEPING               2 hours           3 / 4 

____________________________________________________________________________

           Topic Objectives:  Upon completion of the lesson the student

                              will be able to:

           Learning Outcome #:

             (*-*)  -  List three types of records kept by agricultural 

                       businesses.

             (*-*)  -  Describe the records contained in the California 

                       Vocational Agriculture Record Book.

           Special Materials and Equipment:  Copy of the California Vocational 

                       Agriculture Record Book and Instruction Manual, 

                       computers and computer software

           References:  Luening, R. A., Klemme, R. M. & Mortenson, W. P.

                          (1991).  THE FARM MANAGEMENT HANDBOOK (7th ed.).

                          Danville, IL: Interstate Publishers.

           Resources:   Deere & Company.  (1987).  FARM AND RANCH BUSINESS 

                          MANAGEMENT (2nd ed.).  Available from: John Deere 

                          Technical Services, Department F, John Deere

                          Rd., Moline, IL 61265.

                        California Vocational Agriculture Record Book & Manual

           Evaluation:  Completion of activity assignments

TOPIC PRESENTATION: REVIEW OF RECORDKEEPING

A.  Why keep records?

    1.  To determine whether or not a business is making money.

    2.  To keep track of ownership of business property.

    3.  To comply with income tax reporting requirements.

    4.  To provide financial documents for use in obtaining loans.

    5.  To establish a historical record which provides information for

        planning, budgeting, and analysis.  Financial records can be used:

        a.  As a diagnostic tool to help analyze business performance and make

            changes in business practices which enhance profitability.

        b.  As an indicator of progress measuring changes in business size,

            productivity, and efficiency.  

        c.  As a basis for developing enterprise budgets.

        d.  As a basis for projecting cash flows.

        e.  As a means of planning for short- and long-term credit needs.

B.  Characteristics of Good Records

    1.  Records should be complete enough to provide sufficient information 

        for the uses outlined above.

    2.  Records should be accurate in order to be useful in planning and 

        evaluating business activities.   

    3.  Records should be easy to access and use in order to facilitate

        decisionmaking.

C.  There are three types of records kept by agricultural businesses:

    1.  Informational records

    2.  Production records

    3.  Financial records

D.  Informational records provide general information about a farm or

    business facility which are useful for business planning and analysis.

    1.  Examples of informational records include:   

        a.  Field maps

        b.  Aerial photos

        c.  Irrigation and drainage system plans

        d.  Equipment maintenance records

        e.  Building plans or blueprints

        f.  Soil test results

        g.  Herd health records  

E.  Production records provide a history of business activities.

    1.  Production records should be kept for each enterprise, documenting the

        inputs used and the resulting outputs, including records of:

        a.  Planting dates

        b.  Varieties used in planting

        c.  Crop yields

        d.  Sires used

        e.  Breeding dates

        f.  Amounts and types of feeds used

        g.  Livestock performance

    2.  These records are generally kept in the calendar portion of the

        California Vocational Agriculture Record Book.  

    3.  Production records are essential for analyzing the efficiency of

        business practices and the profitability of different enterprises.

F.  Financial records track how money is invested in and passes through a 

    firm. 

    1.  The two main purposes of financial records are:

        a.  To keep track of income and expenses in order to determine the 

            profitability of the business.

        b.  To keep track of the value of a business and the claims against

            that value. 

    2.  Accounts are records of financial data which keep track of:

        a.  The value of all the property owned by the firm, called the

            firm's ASSETS.

        b.  The amount of money the firm owes to others, called the firm's 

            LIABILITIES.

        c.  The portion of the firm's assets which would go to the owners of 

            the firm if all the assets were sold and liabilities paid, called

            the owners' EQUITY.

        d.  The money received by the firm for goods sold or services

            performed, called the firm's REVENUES (or RECEIPTS).

        e.  The amount of money spent by the firm to conduct business, called

            the firm's EXPENSES.

    3.  These five accounts are used to create three important documents which

        summarize the financial condition of the business:

        a.  A summary of the net worth of the firm, called the balance sheet

            or financial statement. 

        b.  A summary of the revenues (or receipts) and expenses of the firm, 

            called the earnings statement, profit and loss statement, or 

            income summary.

        c.  A summary of the movement of cash into and out of the business

            called the cash flow statement. 

        ___________________________________________________________

        ACTIVITY:

        1.  Make a class set of copies of the complete glossary of

            recordkeeping terms found at the end of the California 

            Vocational Agriculture Record Book Instruction Manual.  

            Have it available to students for the explanation of new 

            terms.  It can also serve as a source of information for 

            the generation of computer-based crossword puzzles.

            NOTE: At the beginning of each section (Chapter) of the 

            Record Book Manual there is a list of vocabulary words 

            applying specifically to the pages in that section.

        ___________________________________________________________

    4.  The value of assets are found in the following records in the

        California Vocational Agriculture Record Book Manual:

        a.  Accounts receivable

        b.  Non-depreciable property inventory

        c.  Depreciable property inventory

        d.  Bank account balance and/or cash on hand

    5.  The liabilities of the firm are found in these accounts:

        a.  Accounts payable

        b.  Loan payment summary

    6.  Income and expenses are recorded in the Journal.

    7.  Other important financial records are:

        a.  Contracts and agreements

        b.  Budgets

        c.  Records of self-labor

        d.  Employee and personnel records

        e.  Enterprise records

        _______________________________________________________________

        ACTIVITY:

        1.  Provide the students with a copy of the current California 

            Vocational Agriculture Record Book.  Using Supplemental 

            Worksheet #1: Record Book Review (attached to this

            lesson), review all the portions of the book and point 

            out if and where the accounts and records outlined above 

            are recorded in the book.

        _______________________________________________________________

Supplemental Worksheet #1: California Vocational Agricultural Record Book 

                           Review (adapted from material in CLF411 of the 

                           Basic Core)

PART OF BOOK              WHEN RECORDED          PURPOSE AND VALUE

______________________________________________________________________________

Planning Calendar         Before enterprises     Plan and indicate yearly

                          begin.                 activities of projects.

______________________________________________________________________________

Calendar of Events        During entire year.    Record important dates that

and Operations                                   are not found elsewhere in

                                                 the book.

______________________________________________________________________________

Business Agreements       Before enterprises     Provide written record of 

                          begin.                 details of agreements between 

                                                 the parties to a project.

______________________________________________________________________________

Budget                    Before any enterprise  Provide an estimate of profit 

                          begins.                or loss on any enterprise.

______________________________________________________________________________

Journal                   During entire year.    To record all hours of labor

                                                 on all enterprises along with

                                                 all costs or income associa-

                                                 ted with those enterprises.

______________________________________________________________________________

SOE Loan Payment          First entry when loan  To record the repayment of

                          is obtained;           any outstanding loans.

                          additional entries

                          as loan is paid off.

______________________________________________________________________________

SOE Accounts              Beginning and end      To record any money owed to

Receivable                of year.               you or to record money you 

and SOE Accounts                                 owe to others as a result of 

Payable                                          a project.

______________________________________________________________________________

Non-Depreciable           Beginning and end      A listing of all items

Property Inventory        of year.               owned at the beginning and

                                                 end of the year which are

                                                 not depreciated.

______________________________________________________________________________

Depreciable               Beginning and end      A listing of all items

Property Inventory        of year.               at the beginning and end

                                                 of the year which are

                                                 depreciated.

______________________________________________________________________________

______________________________________________________________________________

Financial                 Beginning and end      To give a summary of the 

Statement                 of year.               firm's overall financial 

                                                 picture, a listing of all 

                                                 assets and liabilities.

______________________________________________________________________________

Income Summary            End of year.           To summarize the financial

                                                 standing of an enterprise

                                                 at the end of the year in

                                                 order to show profit or loss.

______________________________________________________________________________

Non-agricultural          During entire year.    To keep track of hours,

Receipts and                                     receipts, and expenses that

Expenses                                         are not related to the SOEP.

______________________________________________________________________________

FFA, School and           During entire year.    To keep track of activities

Community Activities                             and awards which will assist 

                                                 in applying for awards and 

                                                 scholarships at a later date.

______________________________________________________________________________
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