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A Special Noteto Our Readers

The data for this study are drawn from the detaflaencial and production records of
producers cooperating with the Kentucky Farm Bussndanagement Program. The data are
not drawn from a random sample of farms in theestadiowever, these data are the most
accurate and detailed farm financial data which asailable to researchers and educators.
Every attempt has been made to select a set offemnthese research studies which are
“typical” operations and have complete financiafommation available for analysis. These data
are carefully cross-checked by our farm managerspatialists before inclusion in this
analysis. It should be noted that farms includethis study are representative of commercial
farms producing major commodities and livestock,rmi of all farms in Kentucky.



Family Living Expenses can be of vital importanodfte farm. Family Living does not impact
the profitability of the farming operation, but cdetermine its ability to cash flow. Thus it is
important for farm families to measure money legvihe farm and budget accordingly. The
Kentucky Farm Business Management Program colledsgd on Family Living Sources and
Uses for 103 farm families during 2009. Familyibty Sources and Uses were studied based on
the average per farm, size of the family, age efdldest child, and size of the farm.

Average Sources & Uses — Trend

Throughout recent years, average family living eyges have continued to increase, regardless
of the changes in Net Farm Income and Non-Farmnh&co This relationship can be seen in
Figure 1. Table 1 provides summary data for theraye Family Living per farm from 2005 to
2009. While Net Farm Incomes increased in 20091#8% from 2008 to $167,577, family
living expenses increased at almost twice the tge8.32% to $77,708. Net Farm Incomes
during 2009 were the highest recorded for this grproviding family living information while
much of the rest of the U.S. economy was battlimgaession. This drop in the overall U.S.
economy can be seen in the decrease in Non-Faremidérom a high of $43,641 in 2006 and
$31,993 in 2008 to the current $30,648.

Figure 1: Net Farm Income & Non-Farm Income vs.
FamilyLiving Expense
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All non-capital categories of family living incress (contributions, medical, life insurance, and
expendables). Expendables accounted for $5,162e0$7,693 increase. Capital family living
expenses for 2009 did decrease by $1,727 from @88 Deak to more closely match the
historical trend. Capital family living expenseslude purchases of personal vehicles and home
improvements. This data can be found in Table 1.

Figure 2: Non-Capital Family Living Expenditures Figure 3: Capital Family Living
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The average size of the family reported in thiglgtaver recent years has remained relatively
constant at approximately three. However, diffeemndo exist in the amount spent on family
living based on the number of people in the familjable 2 provides summary data of family
living sources and uses based on the number ifathiy.

Family living expenses were highest for family sifetwo or less at $81,070 and lowest for

families of three to five members at $74,668. Thisresents a difference of only 7.9% between
the groups with and without dependents. Net Famoorhes display a different relationship

between family size, with families of two or lesgibiting the lowest average Net Farm Income
at $162,019 and families with greater than six memalhaving Net Farm Incomes of $223,514,
representing a 27.5% difference.

Non-Farm Income also varies between the three yasides, with families between three and
five members bringing in the highest average NomrFamcome of $39,536, which accounts for
over half of their average family living expenses.



Figure 4: Net Farm Income, Family Living
Expens, & Non-Farm Income by Family Size
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Table 3 provides family living data on the high dod third for families with three to five
members. The families displayed here are verylaimBoth groups have an average size of 3.9
with an average operator age of 45 and an aveggefahe older child being 17. However, the
families in the high third group have much largamis, averaging 1822 acres versus 338 acres
in the low third group. This equates to higher [Ratm Incomes for the high third group of
$324,510 versus $43,344 for the low third group.

Family living expenses differ greatly between tha tgroups. The high third group spent an
average of $117,148. The low third group speny &314,674. While the high third group spent
more money, family living expenses account for d8b@o of their Net Farm Income. The low
third group spent significantly less money, but ifgrfiving expenses account for 80% of their
Net Farm Income. The low third group also broughtess Non-Farm Income than the high
third group.

Age of Oldest Child

The age of children in the family can also imp&et &amount spent and needed for family living
expenses. Table 4 provides family living sourced ases data sorted by the age of the oldest
child. Family living expenses were greatest fonifees with oldest children between 10 and 16
years of age at $86,961. Of this $86,961, 12.59%14,899 was spent on medical expenses.
Those farms also had Non-Farm Income of $34,40Zdptribute towards family living
expenses.

Families with children older than 16 had the secbighest family living expenses at $72,047.
These farms had Net Farm Incomes of $171,420 amdAMdom Incomes of $38,793.

The group with the lowest family living expensed&%74) was those with an oldest child less
than 10 years old. Those families also had theegdviNet Farm and Non-Farm Incomes at



$18,360 and $32,798 respectively. Net Farm and-Raom Incomes combines provide just
enough income to cover family living expenses. kowotal Sources of Funds explains the
absence of family living capital expenditures forstgroup, as well as much lower levels of
savings, taxes, and machinery and building purchase

Figure 5: Family Living Expense by Age of
Oldest Child
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Size of Farm

Table 5 sorts family living data by the size of them. As expected, the larger farms had higher
Net Farm Incomes and spent more on family livingrapu2009. The largest farms, those greater
than 600 acres, had Net Farm Incomes of $280,8d$ad family living expenses of $102,757.
Spending included $6,824 on family living capitatpenditures and $11,742 on medical
expenses. These large farms also had the higlesERrm Incomes of $33,472.

Farms between 300 and 600 acres had the seconelshigmily living expenses of $52,930 as
well as the second highest Net Farm Incomes of6924, These farms had the lowest Non-Farm
Incomes at $18,179.

Farms with less than 300 acres experienced thestoWet Farm Incomes of $18,742 and also
spent the least of family living expenses, spendinty $38,853. The smaller group also had
Non-Farm Incomes of $22,450.

Figure 6 compares Net Farm Incomes and Family Qixpenses on a per acre basis by Farm
Size. The smallest farms experienced the lowestRdem Income per acre and the highest
Family Living Expense per acre. This displayselenomies of scale that exist in being able to
spread family living expenses over more acres. s&hgmaller farms exhibit the need for
additional family income in order to cash flow tfamily and the farm. As seen in Figure 6,
larger farms had higher Net Farm Incomes per Adnelvmore than provided for the family
living expenses per acre.



Figure 6: Net Farm Income per Acre &
Family Living Expense per Acre by Farm
Size
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Conclusion

The proportion of income spent on family living exiges can vary widely across families of all
sizes, ages, and type. No matter what the levéhmily living, the critical issue remains the
ability to cash flow the farming operation. A fagan be profitable, yet unable to meet its cash
requirements. Funds within a farming family areced to pay for operation expenses, interest
expense, debt payments, and family living expensegrowth is desired within the operation,
there must also be additional cash available feestment. In order to properly plan for all cash
flow requirements a producer must know and budgetaimily living needs.

Kentucky producers have largely escaped the pressfra depressed U.S. economy. Keeping
good farm records that include tracking family higiexpenses and projecting cash flow can help
Kentucky farms survive in economic downturns arrdzéhwhen the economy recovers.



Table 1. Farm and Family Sources and Uses of Dollars - Average per Farm in Kentucky,

2005-2009.
tem 2009 2008 2007 2006 2005
Number of famiies . . . . . . . 103 87 86 123 121
Age ofoperator . . . . . . .. 54 56 54 57 55
Numberinfamily. . . . . . .. 3.0 3.0 3.1 2.8 2.8
Age of oldest dependent chid 18 16 16 17 17
Total tilable operator acres . . . . 1058 822 707 746 685
Value offeedfed . . . . . . . . . $80,509 $57,368 $53,466 $29,365 $32,446
Net farmincome . . . . .. . . . $167,577  $160,390 $67,939 $85,642 $64,594
FAMILY LIVING EXPENSE:
Contributions. . . . .. ... .. $5,074 $4,706 $3,290 $4,358 $4,060
Medical . . . ........... 9,431 8,381 6,755 7,697 7,346
Lifelnsurance. . . . ... .. 3,319 2,206 1,585 1,800 1,421
Expendables. . . . ... ... C 55,571 50,409 49,631 43,121 40,936
Total Non-Capital. . . . . ... .. (73,395) (65,702) (61,260) (56,976) (53,763)
Capital. . ... ........ 4,313 6,040 3,524 2,528 3,573
Total Living Expenses . . . . . ($77,708)  ($71,742)  ($64,784)  ($59,504) ($57,336)
SOURCES OF FUNDS:
Non-taxable receipts . . . . .. 280,977 81,827 58,667 40,419 31,556
Net non-farmincome . . . . . . 30,648 31,993 39,535 43,641 42,068
Money borrowed . . . . . . .. 505,761 347,455 309,955 206,185 190,236
Totalfarmreceipts . . . . . . 901,829 607,229 484,540 396,481 375,553
TOTAL SOURCE ALL FUNDS $1,719,216 $1,068,504  $892,697  $686,726  $639,413
USES OF FUNDS:
Farm
Interestpaid . . . .. ... . $31,842 $24,724 $28,025 $18,468 $16,806
Other farmexpenses . . . . . . 670,437 466,294 352,048 288,439 271,895
Machinery-bldg. purchases . . . 153,723 103,014 87,417 55,045 49,276
Total Farm Expenditures . . . . . ($856,002) ($594,031) ($467,490) ($361,951) ($337,976)
Principal payments . . . . . $459,605  $280,863  $236,558  $184,033  $177,369
Income & S.S.tax. . . . . .. 18,127 20,511 11,360 19,382 14,805
Savings and Investmént. . . 307,704 101,340 112,532 61,857 51,932
Living expenses:
Total Non-Capital . . . . . . $73,395 $65,702 $61,260 $56,976 $53,763
Capttal. . . . ........ 4,313 6,040 3,524 2,528 3,573
Total Living Expense . . . . . ($77,708)  ($71,742) ($64,784)  ($59,504) ($57,336)
TOTAL USE OF FUNDS . . . $1,719,146 $1,068,488  $892,723  $686,727  $639,418
Balancingerror. . . . . . . .. -71 -16 27 1 5

Y Included fund transfers and withdrawals from sagintax refunds, gifts, inheritances, transfer froter business ent. & misc.
2Includes transfers to savings, loans to others| estate purchases, other non-farm capital andchaenge in bank balance.



Table 2. Kentucky Farm and Family Sources and Uses of Dollars, 2009, by Number in

Family and All Families.

Number in Family All Families
tem 1-2 3-5 >5 2009
Number of famiies . . . . . . .. . 50 45 7 103
Age ofoperator. . . . . . .. .. 59 48 51 54
Numberinfamily. . . . . . . ... 1.7 4.0 6.1 3.0
Age of oldest dependent child 0 18 21 18
Total tilable operator acres 1133 1018 915 1058
Value offeedfed . . . . . . . $105,072 $47,162 $99,457 $80,509
Net farmincome . . . . . . . $162,019 $169,200 $223,514 $167,577
FAMILY LIVING EXPENSE:
Contributions. . . . .. ... .. $4,880 $5,280 $4,959 $5,074
Medical . . .. ... ..... .. 9,424 9,095 10,195 9,431
Lifelnsurance. . . . . . .. 4,635 2,334 431 3,319
Expendables. . . . . .. .. C . 57,505 54,944 49,741 55,571
Total Non-Capital. . . . . ... .. (76,444) (71,654) (65,326) (73,395)
Capital. . . .. .......... 4,626 3,014 11,048 4313
Total Living Expenses . . . . . .. ($81,070)  ($74,668) ($76,374) ($77,708)
SOURCES OF FUNDS:
Non-taxable receipts . . . $94,013 $536,034 $15,870 $280,977
Net non-farmincome . . . . 23,567 39,536 28,015 30,648
Money borrowed . . . . . . . 530,427 462,477 668,585 505,761
Totalfarmreceipts . . . . . . . 980,289 836,956 841,031 901,829
TOTAL SOURCE ALL FUNDS . . $1,628,296 $1,875,003 $1,553,502 $1,719,216
USES OF FUNDS:
Farm
Interestpaid. . . ... .. .. $38,195 $26,092 $27,711 $31,842
Other farm expenses . . . 724,329 629,529 601,830 670,437
Machinery-bldg. purchases 153,352 152,617 185,112 153,723
Total Farm Expenditures . . . ($915,876) ($808,238) ($814,653) ($856,002)
Principal payments . . . . . . $511,882 $411,840 $450,872 $459,605
Income & S.S.tax. . . . . .. 21,770 16,245 6,698 18,127
Savings and Investment 2 . 97,728 563,851 204,686 307,704
Living expenses:
Total Non-Capital . . . . .. . $76,444 $71,654 $65,326 $73,395
Capital . . . . ...... . 4,626 3,014 11,048 4,313
Total Living Expense . . . . .. . ($81,070)  ($74,668) ($76,374) ($77,708)
TOTALUSEOF FUNDS . . .. . $1,628,326 $1,874,842 $1,553,283 $1,719,146
Balancingerror. . . . . . . 30 -161 -219 -71

* Included fund transfers and withdrawals from sasintax refunds, gifts, inheritances, transfer frotmer business ent. & misc.
“Includes transfers to savings, loans to others| estate purchases, other non-farm capital andchange in bank balance.



Table 3. Kentucky Farm and Family Sources and Uses of Dollars, 2009, by
High-Low 1/3 Non-Capital Living Expenses for Family of 3to 5.

Non-Capital Living Expense
For Family of Three to Five

tem High 1/3 Low 1/3
Number of famiies . . . . . . . C e 15 15
Age ofoperator. . . . . . .. ... 48 48
Number infamiy . . . . . . .. e 3.9 3.9
Age of oldest dependentchid . . . . . 17 17
Total tilable operator acres 1,822 338
Value offeedfed . . . . . . . . $18,375 $73,863
Net farmincome . . . . . . . . . . .. $324,510 $43,344
FAMILY LIVING EXPENSE:
Contributions. . . . . .. .. ... .. $7,212 $2,287
Medical . . . .............. 10,966 5,657
Lifelnsurance . . . . ... ... ... 4,130 1,024
Expendables . . . . . ... .. .... 90,244 25,656
Total Non-Capital. . . . . ... .. ... (112,552) (34,624)
Capital. . . ... .. ..... 4,596 50
Total Living Expenses . . . . . . . ... ($117,148) ($34,674)
SOURCES OF FUNDS:
Non-taxable receipts® . . . . . . .. $82,359 $16,457
Net non-farmincome . . . . . . . . . 72,547 19,292
Money borrowed . . . . . . . .. .. 809,085 139,430
Totalfarmreceipts . . . . . . 1,467,611 319,057
TOTAL SOURCE ALL FUNDS $2,431,603 $494,236
USES OF FUNDS:
Farm
Interestpaid. . . . ... .. . ... $29,317 $14,143
Other farmexpenses . . . . . . . . 1,093,564 254,407
Machinery-bldg. purchases . . . . . 290,225 32,054
Total Farm Expenditures . . . . . . . . ($1,413,106) ($300,603)
Principal payments . . . . . Ce $688,451 $144,306
Income & S.S.tax. . . . . .. ... 29,190 3,693
Savings and Investment 2 . . 183,250 10,934
Living expenses:
Total Non-Capital . . . . . C e $112,552 $34,624
Capital. . . . .. ... ... ... 4,596 50
Total Living Expense . . . . . ($117,148) ($34,674)
TOTAL USE OF FUNDS . . . $2,431,145 $494,210
Balancingerror. . . . . . .. -457 -26

* Included fund transfers and withdrawals from sasintax refunds, gifts, inheritances, transfer frotiner business ent. & misc.
“Includes transfers to savings, loans to others| estate purchases, other non-farm capital andchange in bank balance.



Table 4. Kentucky Farm and Family Sources and Uses of Dollars, 2009, by Age of
Oldest Dependent Child

Age of Oldest Dependent Child

ltem Under 10 10-16 Over 16
Number of famiies . . . . . . . 7 16 32
Age ofoperator . . . . . . .. 44 47 52
Numberinfamily. . . . . . . . Ce 34 4.5 4.2
Age of oldest dependent chid . . . . . 7 14 23
Total tilable operator acres 430 1451 887
Value offeedfed . . . . . . . . Ce e $51,534 $67,357 $43,581
Net farmincome . . . . . . . . . . .. $18,360 $237,004 $171,430
FAMILY LIVING EXPENSE:
Contributions. . . . .. ... .. ... $1,537 $6,319 $5,037
Medical . . ... ............ 7,469 10,899 8,342
Lifelnsurance . . . . .. ... . ... 1,540 3,001 1,877
Expendables . . . . ... ... .... 38,129 62,129 52,221
Total Non-Capital. . . . . ... ..... (48,674) (82,347) (67,477)
Capital. . . .. ........ 0 4,614 4571
Total Living Expenses . . . . . ($48,674) ($86,961) ($72,047)
SOURCES OF FUNDS:
Non-taxable receipts* . . . . . . .. $57,752 $71,022 $714,035
Net non-farmincome . . . . . . . . . 32,798 34,402 38,793
Money borrowed . . . . . . ... .. 162,834 740,582 453,021
Total farmreceipts . . . . . . 341,488 1,265,116 713,982
TOTAL SOURCE ALL FUNDS $594,872 $2,111,122 $1,919,831
USES OF FUNDS:
Farm
Interestpaid. . . . . ... . .... $15,759 $32,691 $29,098
Other farm expenses . . . . 298,137 943,614 526,298
Machinery-bldg. purchases . . . . . 28,319 265,550 127,264
Total Farm Expenditures . . . . . . . . ($342,216) ($1,241,855) ($682,661)
Principal payments . . . . . $161,157 $601,100 $404,797
Income &S.S.tax. . . .. ... .. 3,614 25,200 11,737
Savings and Investment 2 . . 39,211 155,994 748,321
Living expenses:
Total Non-Capital . . . . . $48,674 $82,347 $67,477
Capital . . . . . . . ... .. ... 0 4,614 4571
Total Living Expense . . . . . ($48,674) ($86,961) ($72,047)
TOTAL USE OF FUNDS . . . $594,872 $2,111,111 $1,919,562
Balancingerror. . . . . . . . . . .. 0 -11 -269

* Included fund transfers and withdrawals from saeintax refunds, gifts, inheritances, transfer froter business ent. & misc.
?Includes transfers to savings, loans to others| estate purchases, other non-farm capital andchange in bank balance.



Table 5. Kentucky Farm and Family Sources and Uses of Dollars, 2009, by Operator Tillable Acres

In Farm and by High-Low 1/3 Non-Capital Living Expenses for 600-900 Acre Size.

Operator Tillable Acres in Farm

Non-Capital Living

Expenses

Under 300-600 Operator Tillable Acres
ltem 300 300-600 600+ High 1/3 Low 1/3
Number of famiies . . . . . . . 27 17 55 6 6
Age ofoperator. . . . . . . . 51 55 55 55 69
Numberinfamiy . . . . . . . . 3.1 3.1 29 4.2 2.2
Age of oldest dependent chid . . 18 16 18 18 15
Total tilable operator acres . . . 178 443 1,758 408 440
Value offeedfed . . . . . . .. $103,831 $90,243 $71,906 $111,888 $83,871
Net farmincome . . . . . . .. $18,742 $74,691 $280,878 $108,304 $24,991
FAMILY LIVING EXPENSE:
Contributions. . . . . ... $2,265 $3,534 $6,819 $5,291 $76
Medical . . . ........ 6,739 6,772 11,742 8,546 5,209
Lifelnsurance. . . . ... .. 1,020 1,542 5,170 1,348 1,826
Expendables. . . . ... ... 28,778 39,351 72,203 57,094 23,750
Total Non-Capital. . . . ... . (38,803)  (51,199) (95,934) (72,278) (30,861)
Capital. . . .......... 50 1,730 6,824 1,586 1212
Total Living Expenses . . . . . ($38,853) ($52,930) ($102,757) ($73,864) ($32,073)
SOURCES OF FUNDS:
Non-taxable receipts * . . $18,261 $23,928 $508,922 $43,719 $8,977
Net non-farmincome . . . .. 22,450 18,179 33,472 29,848 4,976
Money borrowed . . . . . 123,206 140,278 842,127 92,171 185,801
Totalfarmreceipts . . . . . . 260,567 365,502 1,447,271 435,155 336,732
TOTAL SOURCE ALL FUND . . $424,484 $547,887 $2,831,792 $600,893 $536,486
USES OF FUNDS:
Farm
Interestpaid . . . . . . . $12,761 $13,130 $49,308 $7,119 $20,152
Other farmexpenses . . . . 221,356 295,758 1,055,413 337,774 278,225
Machinery-bldg. purchases . . 29,268 32,759 263,388 45,839 20,569
Total Farm Expenditures . . ($263,385) ($341,648) ($1,368,108) ($390,732) ($318,946)
Principal payments . . . . . $91,028 $129,315 $774,265 $81,753 $177,440
Income & S.S.tax. . . . 7,235 5,328 28,345 7,074 4518
Savings and Investment 2. . . 23,968 18,758 558,192 47,469 3,767
Living expenses:
Total Non-Capital . . . . . $38,803  $51,199 $95,934 $72,278 $30,861
Capttal. . . . ... .. 50 1,730 6,824 1,586 1,212
Total Living Expense . . . . . ($38,853) ($52,930) ($102,757) ($73,864) ($32,073)
TOTALUSEOF FUNDS . . . . $424,470 $547,979 $2,831,667 $600,893 $536,744
Balancingerror. . . . . . .. -14 91 -125 0 258

* Included fund transfers and withdrawals from sagintax refunds, gifts, inheritances, transfer froter business ent. & misc.
?Includes transfers to savings, loans to others| estate purchases, other non-farm capital andchange in bank balance.



