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Balance Sheet Can Help Signal Which Way to Turn
By: Ken Williams

With so much uncertainty about the depth and length of this current re-
cession, not to mention the sudden and dramatic affect it has had on agri-
cultural markets, farmers should review financial statements carefully look-
ing for signs regarding additional investment or refinancing decisions.

While profitability and liquidity are essential for any business to succeed,
solvency measures calculated from the balance sheet or net worth state-
ment can provide a good indication of the farm’s ability to withstand financial
challenges over time. Farms with strong or stable financial positions have a
much greater capacity to survive economic downturns because of larger net
worth and/or earning capacity. Farms with less owner equity (net worth) and
limited cash flow are much more vulnerable.

The balance sheet can provide a starting point to look for signs regarding
status, direction, and even financing options available to each farm busi-
ness. Those farms with seventy percent or more owner equity (thirty percent
or less debt-to-asset ratio) might see a “green light” when considering addi-
tional borrowing. But, with economic uncertainty, and the possibility of fur-
ther decline in asset values, any additional borrowing will need to improve
their earnings in order to help build back equity and maintain a strong finan-
cial position in the future.

Also, keep in mind assets are often discounted or depreciated, some-
times as much as fifty percent or more, when added to the balance sheet,
which can have a bigger impact on owner equity than initially expected. For
example, the cost of a new barn or milking parlor may be discounted as
much as fifty percent or more as an asset on the balance sheet to reflect its
“current market value” if the operation were sold.

Although farms with 30-70% owner equity, or debt-to-asset ratio, may
very well be financially stable, consider this a “yellow” caution sign when
considering any additional borrowing. Even refinancing from this position
may actually make the situation worse over the long run if the farm has not
been able show profitability over time.

An alternative to additional borrowing is to talk with your lender about
deferring principal and/or interest payments temporarily to help improve
cash flow. If the operation has a history of weak earnings, more debt will
likely only make the situation worse. For those with less than thirty percent
owner equity (seventy percent or more debt-to-asset ratio), the farm is tech-
nically insolvent and may not be able to cover all of the current debt if the
assets were liquidated, depending on how accurate the assets on the bal-
ance sheet reflect current market values. Consider this a “red light” or stop

( Continued on page 2)
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Making Your Cow-Calf Operation Cash Flow
By: Keith Vander Velde

The rising costs of pasture, feed and fuel, and
production costs in the beef industry are well
above previous years. Total cow-calf operating
costs are expected to be more than $475 per cow
this year, an increase that reflects higher feed
and fuel prices. Pasture costs are in the $100-
$110 per pair price range and hay prices are al-
most $210 per cow for the winter feeding period.
Add in the cost of equipment, facilities, veteri-
nary, and ownership costs, and the breakeven
price for a 550 Ib. calf is in the $95 per cwt range.

While costs have increased, calf prices have
declined since a peak in 2005, and beef produc-
ers are facing a challenge to find ways to remain
profitable in light of the current increase in the
input costs of raising cattle.

Making adjustments to current operations will
be necessary, but finding the right adjustment will
take some time and work. For example, if wean-
ing weight is increased, what will it cost? If feed-
ing practices are changed, how will they affect
reproduction? To determine impact, producers
will need good records and information in order to
make informed decisions.

Now it is more important than ever that each
cow exposed wean a calf the next fall. Proper
nutrition is one of the keys to a successful repro-
ductive program for all cow-calf producers. En-
ergy is most often the limiting factor to getting
cows in shape to rebreed 60-90 days after calv-
ing. Almost all research done in this area shows
the importance of having cows in a weight gain-
ing phase 30 days prior to calving and 60 days
after calving. This is also a time period where in-
creased protein in the ration is important since
the cow needs it for fetal development and milk
production. Many producers benefit greatly by
feeding their best quality hay during this time pe-
riod. Cutting back on feeding during this impor-
tant period in a cow’s productive life is not a good
option since it will increase the number of late
calving and open cows in the herd.

Another change occurring in the industry is a
shift away from February-April calving and more
calving on grass in late April and May. This re-
quires less high protein feed since the cows get

some early grass consumed before calving and
the weather effects are less stressful on the cattle
and the producer. Weaning weights may be
down on an individual calf basis, but you may
have more live calves to wean in the fall.
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(Continued from page 1)

sign when it comes to borrowing more money,
because most lenders definitely will. Exceptions
may include those relatively new to the business
with exceptional production and profitability per-
formance. Most often, however, the best solu-
tion in this situation is to liquidate and preserve
whatever equity is still available. In the long run,
doing nothing, deferring existing payments or
even refinancing, will usually only make the situa-
tion worse and more painful for everyone in-
volved.

Make it a point to sit down with your lender
and determine what signs are coming from your
financial statements. To access more information
and/or tools to help analyze your situation, link to
the Extension Responds web page at:
www.uwex.edu/ces/lagl
farmingindifficulttimes.html. For assistance in
making these tough decisions, contact your UW-
Extension county agent or the DATCP Farm Cen-
ter at 1-800-942-2474.
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Dairy Economics
By: Matt Lippert

If you are milking cows, you probably don’t
need anyone to tell you that the dairy margin
has developed into a problem of epic propor-
tions in just a few months. Prices are near that
historic basement, but this time input costs are
higher. You need to go back to the 1930’s to
find another era when the price of milk doesn’t
even cover the basic variable costs such as
feed, labor, bedding, electric bill, and veterinary
care. Lenders are reported to be there with
available credit, but at the rate equity and cash
flow is being depleted, this situation needs to
improve quickly or liquidation of our dairy herd,
farms, and farmers will be astonishing.

You may not have time to read this or other
articles, because you have already let go em-
ployed help as part of the belt tightening, but if
you still find time to read, then this article will just
be part of a long list of other suggestions about
how to cope.

I've heard of good dairymen with low cell
counts deciding to use one cloth towel for every
two cows instead of one, and of additives that
are known to have positive returns such as bio-
tin and yeast being pulled from rations. It hurts
when you have to make choices that don’t make
good financial sense. Still others have argued it
is tough times that force producers to make de-
cisions they should have made sooner.

What makes my list of suggestions? Cull non
-profitable cows: low producers, open cows,
Johne’s positive cows, high SCC cows, old
cows, lame cows, temperamental cows, and
cows with poor type. The country needs a re-
duction in cow inventory, those low-end cows
are not paying their way today--do you expect
they will in the future? Especially if you have an
over crowded free-stall, you may find little or no
loss of production when you cull.

Feed, cow comfort, and cow care are still pri-
orities. As far as feeding goes, high quality for-
age can really help. Correctly allocating expen-
sive feed ingredients may offer critical savings
today. Can | sort out a group of over condi-
tioned cows and reduce grain? Is there room to
drop a half point of protein in the ration? Have |
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tested my feeds recently enough to know? Can |
wean calves sooner? Do dry cows and heifers
receive more protein or energy than they need?
Could my protein be reformulated more cheaply
with equal performance? Do | have more replace-
ments on hand than | really need? Although | am
suggesting looking for places to cut, | am not sug-
gesting cutting back needed energy and protein,
nor to short animals on energy and protein.

If there are cow comfort issues, this is probably
not the year for expensive building projects. It is
now April; can | get animals out on grass? Can |
rotate lots to keep animals out of mud? Open lots
take management to maintain, but they can opti-
mize comfort and reduce the need for bedding,
manure hauling and labor.

Grazing is a whole system choice, or is it? Do
| have some animals on the farm that could bene-
fit from fresh air, exercise, or fresh palatable
feeds? Would | benefit from reduced labor and
fuel use?

If you are having difficulty paying current bills,
sexed semen with a return of almost three years
before those heifers enter the milking herd seems
rather frivolous.

Tough choices that result in poorly fed animals,
dirty animals, or poorly performing animals are
probably not good choices. Outside of the barn,
negotiating strategic relationships with suppliers,
lenders, and business partners is very critical at
this time. Most likely they have read the paper
and may be understanding. Longer term, the
need to have a more personal buffer built up from
good times is becoming more obvious. We have
seen there can be good times. Best of luck and
wishing you a successful trip to the other side of
this economic chasm!

O e

PORTAGE COUNTY UW-EXTENSION
*»***OPEN HOUSE****
Monday, April 27, 2009
3:00—6:00 PM
Ruth Gilfry Center
817 Whiting Avenue, Stevens Point, WI
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Heart of the Farm
April 22, 2009

The Heart of the Farm Women in Agriculture Conference Series
addresses the needs of farm women by providing education on pertinent topics, connecting them
with agricultural resources, and creating support networks.

Agenda
10:00 am Tour of Central Sands Dairylocated at N15927 County Road G, Nekoosa)
Central Sands Dairyisamgssee dairy that is fondly r e

Milking 3,200 Jersey and Jersey/Holstein crosses three times per day, this operation will
showcase their recently constructed digester that began producing methane last summe
rotary parlor and a systedpcused production strategy. A representative from the op-
eration will also talk about how the dairy has organized and implemented a public rela-
tions plan. Presenter and tour guide: Dr. Gordie Jones

12:00 pm Lunch (Included in Registration Fe@je will enjoy a meal at Rainbow Casino.

1:00 pm What Does the new Farm Bill Mean for Farm Programs?
We will be discussing new changes to programs and reporting, and how they wil. ...fect
you. The ACRE program will be part of the discusBi@senter: Jake Bourget, Farm
Service Agency (FSA), Director Portage & Wood Counties

2:00 pm How to Survive Todayds Tough Economy
With so much uncertainty about the depth and length of this current recession, n~* *o
mention the sudden and dramatic effe t i
provide information and tips to survive this difficult tPnesenter: Matt Lippert, Woc
County Agriculture Agent

B e 2 2 2 2 2 2 2 2 2 s ]

REGISTRATION FORM

Name: . . ] . th
Address: Registrations Due: _Aprll 17
City/State: Please make checks_payable to: UBktension
Zip: C : Cost is $10 per person
p: ounty: _ S

. Mail completed registration and fee to:

Phone: .
Green Lake County UMéxtension
Please indicate special dietary and/or accessibility PO Box 3188
needs: Green Lake, WI 54941
Contact Carla Hargrave (92094-4032) with questions




PAGE 5 CENTRAL WISCONSIN AGRICULTURAL EXTENSION REPORT VOLUME 11, ISSUE 2

Energy Saving Opportunities for Irrigation Systems
By: Ken Schroeder

Driving down the road, | see signs of preparation for the soon-to-be upon us planting season. Planters
and soil finishing equipment are now visible outside the sheds. In addition to the equipment, there are
service trucks in the fields inspecting and working on irrigation systems. All signs of spring!

Now is a good time to consider taking steps to make your irrigation system more energy efficient. Fol-
lowing are some opportunities to consider:

Well and Pump Testing _ — If you have an older system, it is a good idea to have your system tested to
determine if there is enough well capacity through drawdown tests at various pumping rates and pumping
efficiency testing. Testing is recommended every two to three years. Poor performance could be caused
by improper impeller clearances (this is usually adjustable), worn impellers and seals, plugged screens,
worn gear heads, improperly matched engines and pumps, and lower water tables. Costs for testing can
range from $150 to $300 depending upon the extent of testing that is done. This is a small investment to
reduce irrigation system downtime and insure adequate water availability when it gets dry.

Sprinkler Uniformity Testing  — Income losses can be substantial on a 360° center pivot system if
even one nozzle is restricted. A 40-foot diameter nozzle, depending on how far out on the pivot it is lo-
cated, could affect anywhere from one up to eight or more acres. During the 2004 growing season, six
growers tested more than 17 irrigation systems for water distribution uniformity under the direction of Scott
Sanford, Biological Systems Engineer at the University of Wisconsin-Madison. Average system uniformity
was 84%, with results ranging from 72 to 90%. A good system should be operating at greater than 90%
uniformity. Systems should be tested every three to five years. A uniformity test kit is available from the
Hancock Agriculture Research Station by calling 715-249-5961.

Reducing System Operating Pressure _ — If your system is getting old, it is worth your while to look
into how low or medium pressure systems might work for you. Energy cost savings can be up to 40% (not
a bad way to recoup some of your investment). Realistically, this may be a consideration for after the
growing season due to availability and installation of equipment.

Variable Speed lIrrigation Pumps _ — Here is another cost-saving option, especially if using one pump
on two different systems and the pump really only matches one system, or with corner systems and end
guns. With variable speed pumps, one can control system pressure and maintain uniformity even when
the corner system or end gun kick in, making for a much more efficient system.

Electric Versus Diesel or Gas Engines _ — The cost of operating an electric motor at $0.11 per kwh is
equivalent to running an engine on $1.55 per gallon diesel fuel, $0.83 per therm of natural gas, $0.86 per
gallon natural gas, and $1.08 per gallon gasoline. It doesn’t appear likely we will see fuel prices at low
enough levels to compete with the cost of electricity any time soon, if ever. Now might be a good time to
replace that older engine with electric.

Cost sharing opportunities exist for making system upgrades.

e Focus on energy www.focusonenergy.com or 800-762-7077 has an agricultural program that
offers free energy audits, educational materials, and grants for improvements (your utility must be
participating in the program).

e The Rural Energy for America Program www.rurdev.usda.gov.rbs/farmbill provides grants for
energy audits and renewable energy development assistance. It also provides funds to agricultural
producers and rural small businesses to purchase and install renewable energy systems and
make energy efficiency improvements. Grants are available to cover up to 25% of project costs
for energy efficiency and renewable energy projects, as well as guaranteed loans. USDA Rural
Development contacts: in the Stevens Point area, call 715-346-1313 or call the State office at 715
-345-7615.

0 The Environmental Quality Incentive Program (EQIP) offers payments of $15 per acre per year for
two years to improve irrigation water management. Contact your local USDA NRCS OFFICE.
Signup deadline for 2009 funds is April 17, 2009.
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Tips for Saving Dollars on Fertilizer
By: Donald Genrich

Soil test every field. The only way that you can
determine if you need to apply lime, phosphorus or
potassium fertilizers is by having a current soil test
on every 5 acres of every field. Soil testing costs
about two dollars per acre, about what five pounds
of phosphorus or potassium fertilizer costs. Your
local UW-Extension office has all the information and
supplies you need to take your own samples.

Apply the recommended amounts of lime.
Availability of nutrients in soil, especially phospho-
rus, is at a maximum at a pH of 6.6 to 7.0. The or-
ganisms that transform nutrients in organic matter or
manure into nutrients that plants can use are most
active at pH of 6.6 to 7.0. Numerous research ex-
periments have shown that there is a very limited, if
any, yield response to added fertilizer until the soil
pH is at the optimum level. Optimize the natural nu-
trient supplying capacity of your soil by having the
optimum pH before you spend big bucks on fertilizer.

Do pre-plant and pre-sidedress soil nitrate
tests on your corn acres. Corn plants can use ni-
trogen from many sources. This nitrogen may come
from previous nitrogen applications or from the de-
composition of organic materials such as manure or
legumes, as well as the fertilizer nitrogen you apply.
One way to possibly reduce the pounds of nitrogen
you apply is to measure the nitrogen that is already
in your soil before you add fertilizer nitrogen. When
| have done the early season nitrogen tests, | have
found a wide range of nitrogen present, from over
200 pounds of N per acre to less than 10 pounds per
acre. The only way to know how much nitrogen is
already out there in your soil, and to know how

many dollars you can save, is to do the tests.
Contact me if you would like to take these tests
this spring.

Apply your nitrogen fertilizer as close as
possible to the time when the crop needs it
most. Standard nitrogen application rates were
developed using research trials with pre-plant ni-
trogen applications. With pre-plant nitrogen appli-
cations, we are applying the nitrogen our crop is
going to take up as well as some nitrogen that we
know will be lost from our pre-plant application
time until the time the crop takes up the N. Many
trials have shown that we can get the same vyield
with less nitrogen if we apply that nitrogen as a
side-dress application. If any of you would like to
do a nitrogen rate trial at a side-dress timing,
please let me know.

Do not add any phosphorus or potassium
fertilizer to soils that test high, very high or ex-
cessive in P or K. You need to have current soil
tests on every field to save dollars here. Routinely
applying fixed amounts of P and K fertilizers to
every field on a yearly basis instead of applying
fertilizer based on a soil test is a sure way to
spend too much on fertilizer. Crop yields are not
improved by having soil tests levels in the high,
very high or excessive ranges. When soils test in
the optimum range, crop yields should be 95% of
maximum without the addition of any fertilizer. The
fertilizer recommendation at the optimum soil test
level replaces the nutrients removed by the crop
and keeps our soil test values in the optimum
range.

Calendar of Events

April

18 Swine Weigh-In from 9:00 a.m.—12:00 noon at the Fairgrounds in Mauston.

24 Wisline Monthly Brown Bag Program: “Fruits and Vegetables: Ready, Set, and Preserve” - Noon to 1:00
p.m. This program is designed for statewide Master Gardeners and others interested in horticulture. Call your
local Extension Office.

25 Sheep Weigh-In from 10:00 a.m.—11:00 a.m. at the Fairgrounds in Mauston.

May

16 Portage County Master Gardeners Plant Sale, 8:00 a.m.—11:00 a.m. at the Portage County Business Park,

Rettler Corporation, 3317 Business Park Drive, Stevens Point, Wisconsin. From our gardens to yours—perennials,

vegetables, grasses and herbs.
29 Wisline Monthly Brown Bag Program:
1:00 PM. Call your local Extension Office.

26 Wisline Monthly Brown Bag Program: “Late Plantings of Cool and Warm Season Vegetables” Noon to 1:00

PM. Call your local Extension Office.

“Managing Vegetable Vine Crops for Better Production” Noon to
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Pasture Management
By: Craig Saxe

In a pasture environment, managing what we can’t see is just as important, if not more important,
than what we can see. About half of the growth in a pasture takes place below the surface of the
ground. What we see above the ground reflects what is going on below. If pasture grasses and leg-
umes are allowed to grow, their root systems also grow. In other words, if two tons of forage dry matter
accumulate on the surface, nearly two tons will accumulate under the surface.

When the forage is cut or grazed, the root system will get smaller as the nutrients in the roots are
mobilized to help the plant grow again. The shorter a pasture is kept, the more shallow the root system
and the more susceptible it is to drought and winter damage. In a grazing system, what develops under
close grazing are varieties of grasses and legumes that survive better when they are kept short, the
most common ones being bluegrass and white clover. But even bluegrass and clover won’t hold up if
they are kept too short. Eventually, what begins to show up are plants that animals prefer not to eat.
These plants are able to grow and develop a stronger root system than the grasses around them. A
good example would be thistles.

Bringing a pasture back into shape is easy as long as we don’t forget that what is going on below the
ground is as important as above. Given a chance to rest and rebuild what is below ground and provid-
ing the nutrient needs to do it, any pasture can become healthier and more productive.

Dairy Days Events

May
23 Adams County Dairy Breakfast, 6 am to 11 am, Adams-Friendship Middle School.

June
5 Marshfield Dairyfest Mayor’s Breakfast, 5 am—10 am, Central Wisconsin Fair Grounds, 17th Street,
Marshfield. Admission $5—Age 6 and under no charge.

13 Marquette County Dairy Breakfast, So-Fine Bovine Farm, W7560 Ember Avenue, Westfield.

20 Portage County 30th Annual June Dairy Days (June 20th)—Pat & Carol Slattery Farm, 4514
County Line Road, Rudolph, Wisconsin. Open farm and dairy brunch from 8:00 a.m.—12:00 noon.
Kiddies Pedal Tractor Pull, 9:00 a.m.—12:00 Noon. For more information call the Portage County—
UW Extension Office at 715-346-1316 or view the full program on the web at http:/portage.uwex.edu/
documents/2009Brochure.pdf.

21 Marshfield FFA Alumni Dairy Breakfast, 7 am—Noon, hosted by Central Feeds Feedmill, 11051 Fal-
con Road, Marshfield; 3 miles west of Marshfield on County Rd H, then south 1 mile on Falcon.; $6 age
11 to Adult, $3 for ages 6—10, preschool free. Petty zoo, tours, door prizes and live bluegrass.

26 Wisconsin Rapids June Dairy Berry Breakfast, 5:30 am to 11 am, at the Lincoln High School cafete-
ria, 16th Street and Hwy 54, Wisconsin Rapids, $6 adults, $3.50 for children under 9. All-You-Can-Eat
Pancakes.

26 Auburndale FFA Alumni June Dairy Breakfast, 7 am—10:30 am, Auburndale Village Park, $5 adults,
$3 children under 10, preschoolers free.

26 Pittsville Alumni Dairy Breakfast, 8 am to Noon, hosted by Roger and Cathy Tritz Farm, 7770 Hilltop
Road, 1/2 mile north of Pittsville on County Rd A, then 1.5 miles east on Hilltop. Antique tractors, petting
200 and lumber saw demonstration.
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