Real World Operations
Cost Benchmarking

What’s Out There

* Published Custom Rates (Market)

+ Estimated Costs

- (Often by ledger account, rather
than activity

+-Terminology and classifications
— Planting
=-Combining




Variables

» Classifications (LCD)
— Planting
-~ Combining
— Tillage
 Equipment size
«_Equipment age vs. technology
» Scale
- Labor-allocations
* Unused capacity
«Allocation “hops” (i.e. Shop)

Multiple Levels of Allocation

I Labor J

Shop &
Maintenance

o




Variables

* Fuel allocations?

* Depreciation methods
* Allocation units

* Which acres?

> Which hours?

* Custom farming
— Cost center(cost reducer)
=~ Profit center (MV_charge)

o “Slush funds”
« Contribution margin

Limitations?

* Feasibility
— Doesn’t replace B?? Model




Operations

» Crop operations linked to
* N centers (Activities)

 Uses one or more cost
drivers

* To allocate standard costs
* To production centers

 And measure variances from
actual

Cost Drivers

Center Acres

Planted / Harvest Acres
Harvest Quantity
Center Operation Acres

Center Operation Hours
=-Machine hours?
— Clock hours?

Center Operation Miles/Units




Hired Labor

* Through S centers using annual
% to allocate to N centers

+ Through time entries in Payroll
allocated to S, N and sometimes
C and M centers

«Through labor “pools”

Fuel

« S center % to N centers

— By location of tank

— By |use (highway vs. off-road)
*-Through Inventory

— Applied through crop macro
entry

— Journal entry to equipment




Shop

» Direct to production centers

— If maintain employee detail in S
centers

- Through operations

— If maintain employee detail within
Payroll

- Charged directly to equipment

Drill Down

Labor

Fuel

Ownership

* Lease?

* Depreciation method
(XY) Cost vs. Acres
Hours

Custom income offset




Pass #1

* Explore variability
* Learn how others do this

4,500

4,000

3,500

3,000

2,500

Acres

2,000

1,500

1,000

500

1]
$8.00

§10.00

$12.00

Acres Harvested

$14.00 $16.00 $15.00 $20.00
Cost/ Acre

$22.00

$24.00

EmCorn #Soybeans

ns, $23.34







