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Growth in direct marketing of fresh agricultural products is outpacing growth of conventional
markets. Consumers are demanding higher quality, fresher, and locally grown products. Many
producers, especially from underrepresented groups, would like to take advantage of these
opportunities but do not have the financial means or knowledge to do so.

This project focused on expanding products marketed through farmers’ markets from socially
disadvantaged groups through business planning and marketing workshops. Two grower groups
were identified in the south Texas Rio Grande Valley area to participate in these workshops.
Business plans will assist these producers in obtaining the necessary funding and management
skills necessary to expand production.

This project was designed to assist socially disadvantaged agricultural producers by preparing
them for long-term success. Through a series of workshops that taught producers the importance
of business planning and proper management, finance, and marketing techniques, these socially
disadvantaged producers better understand their operations, can take better advantage of
marketing outlets, and have improved access to financial resources such as FSA loans.

Sam Houston State University (SHSU), with the assistance of Texas AgriLife Extension,
developed and presented workshops to train producers. FSMIP funding helped educate producers
and facilitate the distribution of products from the farm to retail outlets and farmers markets, as
well as helping them understand the use and benefits of Community Supported Agriculture (CSA)
marketing and sales programs.

FINAL REPORT

Contact:

L. A. Wolfskill

Assistant Professor of Agribusiness
Sam Houston State University
936-294-1226

wolfskill@shsu.edu



Final Report

Federal State Marketing Improvement Grant
Sam Houston State University
Huntsville, TX 77341
December 2014

Agreement Number 12-25-G-1267

Increasing Direct Marketing Potential
for Socially Disadvantaged Producers
through Business Planning

Report submitted by:
L. A. Wolfskill
Assistant Professor of Agribusiness
Sam Houston State University



Increasing Direct Marketing Potential
for Socially Disadvantaged Producers
through Business Planning

Final Report

Project Summary

The grant under Agreement number 12-25-G-1267 was approved by FSMIP for
the amount of $35,000 with a non-federal matching funds requirement of $35,284
to be provided by SHSU. The initial grant period covered from September 1, 2011
through August 31, 2013. A subsequent no-cost extension was approved for a final
date of September 30, 2014.

Growth in direct marketing of fresh agricultural products is outpacing growth of
conventional markets. Consumers are demanding higher quality, fresher, and
locally grown products. Many producers, especially from underrepresented groups,
would like to take advantage of these opportunities but do not have the financial
means or knowledge to do so. In Texas, and particularly in the south Texas Rio
Grande Valley area, there are many agricultural producers who make their living
from small landholdings, much of them working less than three acres.

This project focused on expanding products marketed through farmers’ markets
from socially disadvantaged groups through business planning and marketing
workshops. Two grower groups were identified in the south Texas Rio Grande
Valley area to participate in these workshops. Business plans will assist these
producers in obtaining the necessary funding and management skills necessary to
expand production.

This project was designed to assist socially disadvantaged agricultural producers
by preparing them for long-term success. Through a series of workshops that
taught producers the importance of business planning and proper management,
finance, and marketing techniques, these socially disadvantaged producers better
understand their operations, can take better advantage of marketing outlets, and
have improved access to financial resources such as FSA loans.

Sam Houston State University (SHSU), with the assistance of Texas AgriL.ife
Extension, developed and presented workshops to train producers. FSMIP funding



helped educate producers and facilitate the distribution of products from the farm
to retail outlets and farmers markets, as well as helping them understand the use
and benefits of Community Supported Agriculture (CSA) marketing and sales
programs.

The overall goal was to assist small producers in managing their business, and
especially business finances, in such a manner as to allow them to better access
funding sources and marketing outlets, through education and introduction to key
people in these areas. To achieve this goal the following objectives were
established:

Objective 1 — Identify candidate small-farm producers and generate interest in the
workshop series, as well as survey the prospective attendees to determine their
current practices.

Objective 2 — Develop a workshop series to introduce marketing strategies and
business planning tools.

Objective 3 — Assist socially disadvantaged producers in developing relationships
with key people in local farmers markets and agricultural lending institutions

Objective 4 — Measure effectiveness of business planning through survey and
analysis of each growers’ developed business plan.

Project Approach

Participant Identification

The Pls worked with two local Texas AgriLife extension agents to identify
participants through two local grower organizations that had been developed by
AgriLife: Grow’n Growers, a community of growers that have a local weekly
farmers market; and Tip of Texas Agricultural Producers Society (ToTap), a group
that emphasizes organic and naturally grown foods. The Extension agents
contacted members of these local organizations to find those willing to participate

and they helped
m EXTENSION

identify
appropriate

Grow'n Growers
A Community Cooperative

workshop dates
that fit their
schedules.

Sponsored by: Texas Agrilife Extension Service




Workshop Training
The project coordinators coordinated the workshops and conduct a series of
workshops which included teaching sessions as well as moderated breakout
groups where participants discussed the material presented, and related it to their
own operations.

Workshop 1 topics:

¢ Viability of small production acreage. This session, presented by Luis
Ribera, (co-author of a report included below) demonstrated that producing a
reasonable return on parcels of approximately three acres was possible, and
showed how managing crops and, particularly, understanding finances was key
to making a living from such a small plot;

¢ Financing opportunities and requirements. This session was presented by
a local FSA representative, and showed the producers what financial help was
available, and the records and requirements needed to access it;

+ Balance Sheet requirements. A look at the importance of understanding
the business’ Balance Sheet and how to calculate basic measures that will
show a farm’s liquidity and solvency, and what these mean to the owner.

¢ Income Statement requirements. Understanding the business’ Income
Statement (P&L) and how to calculate basic measures that will show a farm’s
profitability.

A further session was developed to discuss farm cash flow principles, but it
was preempted as participants wanted and needed additional time for
understanding Balance Sheets and Income Statements.

Workshop 2 topics (all presented by a contractor, Dr. Lindsey Higgins):
» Marketing and market planning;
o Market situation analysis;
» Marketing niche identification;
o+ Place and Product strategies;
¢ Price and Promotion strategies;
o Implementation strategies.

Workshop 3 topics (note that some are repeated from the first workshop, at the
request of participants):

¢ Viability of small production acreage;

¢ Financing opportunities and requirements;

e+ Balance Sheet requirements;

¢ Income Statement requirements;



¢ Financing opportunities and requirements. Presented by Mr. Arnulfo
Lerma, Farm Loan Specialist with the FSA;

* Navigating the loan application process. Presented by Mr. Vidal Saenz,
of AgriLife Extension.

Workshop 4 topics:

¢ Review of participants’ business plans and planning process;

¢ Business organization and liability. Ricardo Ramos, a local attorney,
presented this session. The business legal organization part was received
perfunctorily by the attendees, although there were some good questions
posed. When Mr. Ramos discussed liability, how it can occur in a business,
and what can be done to protect against losses, the attendees were much more
interested. Good discussion came out of it, and attendees were actively taking
notes;

o Insurance options for small producers. Mr. Paul Townsend, a local agent
with the Texas Farm Bureau. He has numerous agricultural clients, and his
presentation was well-received. He did not focus on his firm’s specific
offerings, but discussed the basics of farmowner’s policies;

¢ Texas Cottage Food Law and farmers market regulations; The final
presentation of the day was by Ms. Judith McGeary, an attorney and
Executive Director of the Farm and Ranch Freedom Alliance. She discussed
Texas law with respect to the Cottage Foods industry and Farmers Markets.
She included a brief history of the legal aspects of marketing home-prepared
food, selling and doing demonstrations/sampling at Farmers Markets, and
dealing with the Texas Department of State Health Services (DSHS). Her
lively talk generated the most interest, and directly affected the knowledge
and understanding of how the attendees could and would market their
products.

Business Plans

Each project participant was expected to produce a business plan for their
operation, based on training, materials, and an outline provided during the
workshops. Pls would then evaluate and coach the participants to help them get the
most out of the knowledge gained.

Results
An initial survey was distributed to both socially disadvantaged producer groups

identified: the Grow ‘n Growers group and the ToTap growers group, both
located in the South Texas Valley. The survey was developed as part of the first



grant objective. The initial response to the survey was limited and after talking
with a local area extension agent working in cooperation with the grant, it was
determined that producers in both groups were interested but were unfamiliar with
the researchers conducting the program and had been contacted about the program
during an inconvenient time in their growing season. Another concern of the
producers was the initial timeline the workshops were planned for. These were
unanticipated set-backs in the project as prior to the grant submission we had
secured letters of support from the targeted producer organizations. After
extensive discussion with the most successful small producer in the area (and a
key influencer with other socially disadvantaged producers in the area), the survey
was redistributed to the targeted producer groups with a modified workshop
timeline adjusted for area producer convenience.

In addition to making contact with the local area producers the workshops are
trying to assist, contact was made with organizers of the area’s local farmers
markets and successful community support agriculture (CSA). One unexpected
outcome of the meetings in South Texas was finding out that many area farmers
markets were not firmly established in the community. In fact, one of the area’s
three “farmers markets” had folded during the last growing season as a result of
the business that was allowing local producers to sell in their parking lot, going
out of business. The second of the area’s “farmers markets” was actually hosted
by the local hospital, but after talking with organizers it was discovered there
were many misperceptions about the types of products that could be produced in
the area by local growers and sold at the market during the time-period the
organizers planned to hold the market. The third area farmers market has started
restricting area producers in that any producers currently using a CSA as an
alternative marketing method would not be allowed to use that existing farmers
market as a CSA distribution point. The mismatch of producer and organizer
expectations was an unanticipated challenge to the process.

From the responses received by producers in the second round of surveys
(resurveyed due to low response rate on the initial attempt), it was determined the
areas that producers most needed assistance with were the tangible aspects of
business planning, predominately the financial and market planning aspects.

It was determined to split the workshop into two parts over a short time-period to
better accommodate the producers’ schedules and to motivate them to implement
the concepts and techniques from the workshops into their own businesses. The
first workshop was held in October 2012 and focused on the financial aspects of
business planning for Farmers Markets and CSAs. While the event was publicized
for over six weeks by extension agents in the Valley with direct ties to the



targeted producer groups, less than ten producers attended the event. This was a
huge set-back as at least 25 were anticipated to attend, and many more than ten
had indicated their attendance. The second workshop was held in November 2012
and focused on marketing activities for business planning. It was publicized for
four weeks and had better attendance than the first workshop with more than 16
participants, but still much less than the number we had anticipated based off of
similar workshops the area’s Texas A&M AgriLife Extension agency had
regularly held in the area the previous year. While the low attendance was
disconcerting, the producers that attended each workshop seem pleased with the
quality of each and the hands-on time they received to put ideas on paper during
the workshops.

As a result of the low attendance at each workshop, and based on comments from
the producers that attended, we decided to offer several of the key topics again in
a third workshop, with greater publicity and more direct communication with the
targeted producers.

One of the objectives of our grant proposal was to assist the socially
disadvantaged producers by creating relationships with managers of farmers
markets. After discussions with the producers attending our workshops, we
determined that all have a previous relationship with the manager of the Grow N’
Growers market as a result of an Extension class on small-acreage production that
each had taken, and most would be starting to sell or were already trying to sell at
the other area farmers markets. Some producers already sold in markets as far
away as Corpus Christi although most indicated they were not interested in
traveling that far to sell. Because the majority of producers were not interested in
taking a day-long field trip to visit farmers markets they are already familiar with,
we focused more on CSA marketing tools. For the third workshop we tried to
schedule a marketing manager of the most notable CSAs in Austin and Houston
areas so that producers can talk directly with other producers that have
successfully leveraged a backyard CSA into a viable business. Unfortunately, we
were not able to contract such a manager to come and speak.

The third workshop in the series was held on March 28, 2013. Attendance was
much better, with 22 attendees by 9:00. After the welcome and brief comments by
Dr. Wolfskill, Dr. Luis Ribera discussed the viability of small production acreage,
and what it would take to support a small business on as few as three acres. Dr.
Santiago discussed marketing through CSAs and Farmers Markets. A breakout
session was held to allow producers to discuss in small groups how they might
use those marketing outlets for their specific operations.



Dr. Wolfskill then led a series of presentation/guided discussions on various
financial management aspects of small agribusinesses, with the focus on helping
attendees understand the importance of good financial recordkeeping, treating
their operations as a true business rather than a garden they sell from, and helping
them understand how risk is reduced and understanding good financial statements
can help them in loan applications. Specific discussions, followed by breakout
sessions, were held on Balance Sheets and understanding assets and liabilities,
and Income statements with the focus on understanding how to account for what
comes in and goes out of the business.

Following those sessions, Mr. Arnulfo Lerma, a Farm Loan Manager with the
FSA, discussed FSA loans, and how to best prepare for the application process.
He was followed by Mr. Vidal Saenz, of AgriLife Extension, who discussed the
ins and outs of the actual loan application process.

The fourth workshop was held on August 8, 2013. This was the final workshop,
and producers had committed to bring their fully or partially completed business
plans for formative evaluation. Although producers attending the workshops
signed “Intent to Complete” forms that agreed they would attend the entire set of
workshops (financial, marketing and summary) and work on a viable business
plan for delivery by the summary workshop, few actually brought anything for us
to review with them. It seems that while they all agreed that the information was
very helpful and worthwhile for understanding their business operations and
finances, most apparently did not feel comfortable showing actual numbers to an
outsider. While disappointing, we made efforts to build bridges that would allow
us to continue working with them, helping and critiquing after the series was over.
It is believed that several will take advantage of that opportunity. We provided
each participant with our contact information for feedback on their plans, but to
date have received almost no communication from them outside of the workshop
dates.

At this final producer workshop producers were to bring actual components of
business plans with them. Although producers attending the workshops signed
“Intent to Complete” forms where they agreed that they would attend the entire
set of workshops (financial, marketing and summary) and work on a viable
business plan for delivery by the summary workshop, it is apparent that most are
not spending time on the business plan outside of the time provided in each
workshop. We have provided each participant with our contact information for
feedback on their plans, but have received almost no communication from them
outside of the workshop dates.



Beneficiaries

Over the course of the four workshops, 79 individuals attended and received
instruction and handouts. Of these, however, 55 different individuals were in
attendance. Only one grower attended all four workshops, and three attended three
of the four events. The first event had the lowest attendance, with only seven
growers participating. However, the third workshop had 42 attendees.

Generally, the attendees represented the target market for the grant, although
several of those in attendance were not considered socially disadvantaged. These
producers were retirees who wanted to supplement their retirement income through
small-scale farming, coupling it with the healthy lifestyle of living and working on
the farm.

Future

Participant feedback indicated that even though the workshops were successful,
the producers still want to learn more about the topics and are in need of further
training. With the importance of the GAP and food safety programs, workshops
and webinars like this one offer producers new opportunities to learn about
packaging their products in a way that will increase the quality and safety of their
products.

Not all objectives and goals of this project were met. Due to several factors, some
goals are either still in progress, or are not expected to be completed. Due to the
low response rate of producers actually finishing the business plans that they had
committed to, analysis of the planned 40 business plans will not occur.
Additionally, due to a series of personnel changes, the research portion of the grant
is still in progress. The original PI (Dr. Lau) left the university and moved to
California to manage the family farming operations, so the Co-PI (Dr. Santiago)
was moved to Pl and another faculty member who was not on the original grant
team (Dr. Wolfskill) was added as Co-PI. Then, the new PI left the university,
leaving just Dr. Wolfskill on the grant. This has been a major setback, to say the
least.



Lessons Learned

Offering the information through organized workshops was beneficial and
reached a variety of producers, although not near as many as we had hoped. We
depended on local extension agents to reach the growers in the groups that
they led, and we believe that they did a very good job in reaching out to them.
In hindsight, we perhaps would have been able to reach additional producers by
providing handouts or some type of giveaway item that would remind the growers of
the meetings. Many commented that they had planned to come to the workshops, but
when the time came they just forgot. As expected, some commented that the free
lunch was an initial driver of participation, but they reported that once they saw the
material being proffered, they planned to continue attending.

One challenge we had was helping producers identify realistic goals and
objectives for the business plans and then identifying the realistic work plan to
meet those goals. For example, not many of the producers participating in the first
two workshops were interested in traveling more than one hour to sell at a farmers
market. Another expectation some seem to have had is that if they sell through a
farmers market, the market will do the majority of the promotion for them and a
group of buyers will come to the market to make purchases, just because the
market is a farmers market. The producers seemed to have a realistic grasp of the
production techniques they need to supply their stalls but little grasp on
fundamental business and marketing concepts to actually market and sell their
products. It seemed like many came to the workshops expecting us to almost
provide a “how-to” recipe that would guarantee them a profitable business within
a short time period.

Another challenge was gaining interest in actual marketing outlet visits. Growers
commented that trips to visit other farmers markets and farms doing CSAs were
probably not worth the time that would have to be spent. Many had “day jobs”
that they had to work around, and time was at a premium. As a result, we
reconfigured some of the workshop material to bring as much of these
experiences in to the site, rather than traveling to them.

Contact Information

L. A. Wolfskill

Assistant Professor of Agribusiness
Sam Houston State University
936-294-1226

wolfskill@shsu.edu
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Hosted by Agribusiness Faculty from Sam Houston State University

WHAT:
Business Planning Workshop Series

WHO FOR:
South Texas Area Producers
(Interested in Direct Marketing through
Farmers Markets or CSA)

COST:
FREE for Area Growers

WHERE: TR
The Citrus Center BUsINESS-PLAN
(Across from TAMU AgriLife Extension % A
Center) vy s
Weslaco, TX ”

WHEN:

Friday, October 12, 2012 (Business Planning
Workshop), 8:00-1:00pm; and
Friday, November 9, 2012 (Market Planning
Workshop), 8:00-1:00pm

For More Information Contact:
Dr. Art Wolfskill at Woifskill@shsu.edu or 936-294-1226
Dr. Michelle Santiago at mmsantiago@shsu.edu

Sam Houston State University

A Member of The Texas State University System
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Business Planning Workshop Series for South Texas Producers
Program Description and Requirements

A set of FREE workshops on Business Planning and Marketing will be offered to individuals and producers
from minority and socially disadvantaged groups in the South Texas Valley that are interested in direct
marketing of products through farmers markets. These workshops are part of a USDA grant awarded to
faculty at Sam Houston State University. The information requested on this form will be used to identify
interested producers. Drs. Michelle Santiago and Art Wolfskill are the principle investigators for the grant. If
you would like more information, you may contact Dr. Santiago at 936-294-1193 or at mmsantiago@shsu.edu.

Those chosen to participate in and complete the program are expected to receive the following:
e Free registration and materials for a two-part, hands-on workshop on Business Planning and Marketing
o Understanding of direct marketing and management strategies to take advantage of current
opportunities
o Development of a unique business plan for the producer’s operation with feedback and review from
university Agribusiness faculty
e Establishment of relationships with managers of area farmers markets

Those chosen to participate in the program will be expected to cormmit* to the following:
o Complete a survey on the operation’s current production, business and marketing practices
e Participate in a two-part workshop series in Fall 2012
0 Anticipated: one on Business planning in early or mid-October, one on Marketing in early
November
o Develop and implement a business plan for your operation with the assistance of the workshop faculty
0 Actual business and marketing plan deliverables will be required throughout the process by
participants
e Participate in a follow-up workshop after the primary growing season
0 Anticipated for late June 2013

*While most of the program will take place through in-person workshops held in the South Texas Valley,
participants will be expected to have access to the internet and email, and to communicate with the program’s
faculty on a regular basis.

If you are interested in participating in the program, please fill out and return the attached form. You may
return the form through email (signed and scanned copy), mail or in-person to:

Dr. Michelle Santiago
Department of Agricultural and Industrial Sciences
Sam Houston State University
Box 2088
Huntsville, TX 77341
Email: mmsantiago@shsu.edu

Thank you for your interest. Participants selected for the program will be individually notified.
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Business Planning Workshop Series for South Texas Producers Interest Form

1. Name: Business /Farm Name:
2. Address: City: Zip:
3. Phone Number: Email address:
4. Gender: r Male r Female 5. Ethnicity: Are you Hispanic or Latino? » Yesr_ No
6. Race: Check the race or races that describe you best.
American Indian or Alaska Native r Asian r Black or African American
Native Hawaiian or Other Pacific Islander r White r Other (Please specify):
7. Is your Business family owned? r Yes r No
8. Please indicate the type of producer category that best describes your business (select all that apply):
r_ Row Crop Products Vegetable/Fruit/Nut Products r_ Poultry/Eggs
Beef Products Swine Products Sheep/Goats
© Dairy Products © Greenhouse/Floriculture/Sod © Other:
9. How long have you been an agricultural producer in the area?
Less than 1 year - 1 to 3 years r 3 to 5 years
r 5 to 10 years r 10 to 20 years r More than 20 years r N/A

10. Which of the following methods do you use to produce your current products? (Select all that apply).

Own land Lease land Share land
11. Please identify the size of your operation by selecting the category that best describes your total production acreage.
r Less than 1 acre 1-3 acres 3-5 acres
© 5-10 acres r 10-20 acres r > 20 acres
12. Please identify the size of your operation by selecting the category that best describes your annual gross sales.
r Less than $5,000 r $5,000 - $9,999 r $10,000- $19,999
r $20,000 - 29,999 r $30,000 - $39,999 r $40,000 - $49,999 r > $50,000
13. How do you see your production operation CHANGING in the next three years? (Select all that apply.)
r Becoming More Diversified Expanding Size r Decreasing Size
r Closing r No Changes Expected
14. How do you currently distribute your products? (Select all that apply).
r Road-side stand(s) Community Supported Agriculture Internet
r McAllen Farmers Market Harlingen Farmers Market r Weslaco Farmers Market
r Brownsville Farmers Market r Wholesale r Other:
15. If chosen, | agree to participate in the program’s requirements in a timely manner: r Yes r No

Signature of Individual:
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Sam Houston State University

A Member of The Texas State University System

Business Planning Workshop Series for South Texas Producers
Program Description and Requirements

Congratulations on your selection to participate in the Business Planning Workshop Series for South Texas
Producers, hosted by faculty from Sam Houston State University as part of a USDA Federal State Marketing
Improvement Program grant. You were chosen to for the program based off of the information you provided
on the Business Planning Workshop Series Interest Form. Drs. Michelle Santiago and Art Wolfskill are the
principle investigators for the grant. If you have questions, you may contact Dr. Santiago at 936-294-1193 or
at mmsantiago@shsu.edu.

As a participant completing the program you have agreed to commit to the following:
+ Complete and return the attached survey on your operation’s current production, business and
marketing practices.
« Participate in a two-part workshop series on Business and Marketing planning in Falt 2012
o Business Planning Workshop is scheduled from 8:00am to 1:00pm on Friday, October 12, 2012
at the Agrilife Extension Citrus Center in Weslaco, TX. '
o Market Planning Workshop is scheduled from 8:00am to1:00pm on Friday, November 9, 2012 at
the AgriLife Extension Center auditorium in Weslaco, TX.
+ Develop and implement a business plan for your operation with the assistance of the workshop faculty
o Actual business and marketing plan deliverables will be required throughout the process by
participants. These deliverables will be discussed more at each workshop.
s Participate in a follow-up workshop after the primary growing season
.o Anticipated for late June 2013

As a participant completing the program you are expected to receive the following:
» Free registration and materials for a two-part, hands-on workshop on Business Planning and Marketing
e Understanding of direct marketing and management strategies to take advantage of current
opportunities
+ Development of a unique business plan for the producer’s operation with feedback and review from
university Agribusiness faculty
o Establishment of relationships with managers of area farmers markets

While most of the program will take place through in-person workshops held in the South Texas Valley,
participants are expected to have access to the internet and email, and to communicate with the program’s
faculty on a regular basis.

The following pages are questions related to your businesses’ current operations and marketing practices.
They also ask about your experiences with farmers markets and community supported agriculture (CSA's) in
the area. Your individual responses will be kept confidential and only accessible to the program researchers.
Responses from all selected participants will be aggregated to help workshop organizers best target the
workshop presentations on business and marketing plans to fit participants needs.




Sam Houston State University

A Member of The Texas State University System

5. Whether your operation has established a business plan or not, please indicate your current level of knowledge or
comfort with the following business plan components
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Goals and Objectives Statement

Ownetship and Management Information
Location Information

Operating Schedule

Operating Procedures

Tools and Equipment

Raw Materials/Product Inventory Needs
and Suppliers

Purchased and Contracted Services
Family, Community and Professional
Supports

Inventory Control

Target Market and Demand

Assessment of the Competition
-Tdentification of Market Niche Business will

Zcupy

Product/Service Pricing

Advertising Stiategies
Distribution/Delivery Methods

Legal

Cost Projections for the Business's
Establishment

Projected Revenues, Expenses and Net
Income Statements for two years of
operation

Monitoring Plan for Goals and Objectives

e

6. Please indicate how you would classify the following as barriers to entry Into farmers’ markets or community
riculture (CSA) outlets i

Finding reliable buyers for my products
Finding reliable or already organized markets for my products
Finding appropriate pricing information
Distance to available markets
Reguirements/Procedures for selling in the markets

Competition with other products

Lack of business knowledge

Lack of marketing knowledge

<k of funds

-k of continuous production

Lack of avallable land for production

Other {please specify)




Sam Houston State University
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Business Planning Workshop Series for South Texas Producers
Follow-up on Producer’s Current Operations and Marketing Practices

Name: Business /Farm Name:
Address: City: Zip:
Phone Number: Email address:

Please answer the following questions about your businesses current operations and marketing practices. Your responses
will help workshop organizers best target the presentations on business and marketing plans to fit participants needs.

1. Does your operation currently have any type of formal or written business plan?

Yes No

2. How would you rate your current level of business planning knowledge on a scale of 1 to 5, with 5 being very
knowledgeable?

3. How would you rate your current level of market planning knowledge on a scale of 1 to 5, with 5 being very
knowledgeable?

4. If your operation does have a business plan, please indicate which of the following components your business plan
currently includes:

Goals and Objectives Statement
Ownership and Management Information

Location Information

Operating Schedule

Operating Procedures

Tools and Equipment

Raw Materials/Product Inventory Needs and Suppliers
Purchased and Contracted Services

Family, Community and Professional Supports
Inventory Centrol

Target Market and Demand

Assessment of the Competition

Identification of Market Niche Business will Occupy
Product/Service Pricing

Advertising Strategies

Distribution/Delivery Mathods

Legal

Cost Projections for the Business’s Establishment
Projected Revenues, Expenses and Net Income
Statements for two vears of operation

Monitoring Plan for Goals and Objectives




Hosted by Agribusiness Faculty from
Sam Houston State University
Friday, October 12, 2012

Citrus Center
Weslaco, TX
Workshop Agenda
8:00-8:15am: Registration and Check-in
8:15-8:30am: Welcome and Purpose
8:30-9:00am: Viability of Small Production Acreage,
Dr. Luis Ribera, TAMU AgriLife Extension

9:00-9:20am: Breakout Session
9:20-9:50am: Financing Opportunities and Requirements,

Arnulfo Lerma, Farm Loan Manager, FSA
9:50-10:10am: Question and Answer / Break
10:10-10:30am: Balance Sheet Requirements, Dr. Art Wolfskill, SHSU
10:30-10:40am: Breakout Session
10:40-11:00am: Income Statement Requirements, Dr. Art Wolfskill, SHSU
11:00-11:10am: Breakout Session
11:10-11:30am:  Cash Flows Requirements, Dr. Art Wolfskill, SHSU
11:30-11:40am: Breakout Session
11:40-12:10pm:  Lunch
12:10-12:40pm:  Expectations of Farmers Markets
12:40-1:00pm: Question and Answer Session, Wrapup

For More Information Contact:
Dr. Art Wolfskili at Wolfskill@shsu.edu or 936-294-1226

Dr. Michelle Santiage at mmsantiago@shsu.edu
Sam Houston State University

A Member of The Texas State University System




BUSINESS PLAN
FOR

Business Name

Name
Sole Proprietor
Address
Town, State Zip Code
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Total Equipment and Inventory for Start-up

Total Start-up Costs $
Contribution by to Start-up
Total Contribution by to Start-up $

Itemized List of Needed Services from Vocational Rehabilitation

Total List of Needed Services from Vocational Rehabilitation$

B. Projected Revenues, Expense, and Net Income Statements for the
First Two Years of Continuing Business Operations
See attached financial spreadsheets in Appendix ??

Projected revenue
- Variable expenses
Gross Profit Margin

- Fixed Expenses
Net Profit Margin
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ECONOMICFEASIBILITY OF A SMALL ACREAGE
ORGANIC VEGETABLE FARMIN SOUTH TEXAS

The model farm, hereinafter referred to as the farm, was developed using a panel of three local small acreage
organic vegetable producers in the Lower Rio Grande Valley (LRGV). The study examines the 2011 revenue
stream on a three-acre produce operation that relies on three income streams: a Community Supported Agricul-
ture (CSA) Program, farmers markets, and sales to local restaurant establishments. The farm produces about 30
to 50 different vegetable crops on an 11-month growing season, August to June. Under normal growing condi-
tions, each acre of vegetables can supply about 40 to 50 CSA members. The majority of production (80 percent)
is used to supply the CSA, with farmers market and restaurant sales each requiring 10 percent of production.
The farm is not certified organic, but follows strict organic production practices.

The farm’s CSA fee is $15/week for 24 weeks. Members pay a $50 membership fee at the beginning of the
season for the opportunity to share in the CSA’s bounty for the duration of the season. The membership fee is
waived for individuals wishing to pay in full for the entire season. CSA members are entitled to weekly delivery
of 6-8 items delivered to a pre-determined drop location throughout the growing season. ltems are standardized
for various forms of produce and examples may include one pound of carrots, one head of lettuce or cabbage,
or a pound of greens. The variety of produce included is one of the most positive attributes of the CSA; typically
two-thirds of the items are staple foods commonly used in meal preparation, and the other third is more exotic
in nature, allowing the member to expand the horizons of their diet. The farm’s current production is assumed to
support an average of 100 CSA members, and an estimated 10 percent of members pay in full at the beginning of
the season. Based on average income levels, the farm’s gross receipts from the CSA are estimated at $40,500.

On average, the CSA generates 63.6 percent of the farm’s total cash receipts. In addition to produce distributed

7‘ g
Rey Anzaldua, owner of Anzaldua Farm and Ranch, selling at a Lower Rio Grande Valley
Farmer’s Market.
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Example of CSA-grown produce.
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Table 1. Costs of Production for the LRGV Model Farm, 2011.

Unit Units $/Unit  Fraction Total Cost
Production Costs
Labor Hours 1,560 $8 1.00 $12,480
Seed $/Acre 3 $150 1.00 $450
Fertilizer Cubic Yard 84 $30 0.40 $1,008
Fish Oil Gallons 5 $7 1.00 $37
Neem QOil Gallons 1 $80 0.50 $40
Emulsifier Gallons 1 $60 0.50 $30
Diatomaceous Earth 50 Ib Bags 3 $20 1.00 $60
Paper Rolls 5 $190 0.50 $475
Irr Water $/Acre 3 $50 1.00 $150
City Water $/Month 3 $45 1.00 $135
Tractor Fuel $/Year 1 $200 1.00 $200
Overhead Costs

Delivery Containers $/Each 200 $5 0.50 $500
Harvest Containers $/Each 90 $5 0.33 $150
Wash Water $/Month 12 $10 1.00 $120
Summer Electricity $/Month 4 $200 1.00 $800
R.O.Y. Electricity $/Month 8 $50 1.00 $400
Bags, Bands, Etc. $/Year 1 $110 1.00 $110
Delivery Fuel $/Month 12 $50 1.00 $600
Maintenance $/Year 1 $500 1.00 $500
Internet Service $/Month 12 $69 1.00 $828
Marketing $/Year 1 $490 1.00 $490
Irrigation Equipment $/Year 1 $500 1.00 $500
Total Costs $20,063

through the CSA arrangement, sufficient quantities are available to supply farmers markets and restaurants.
Based on 2011 levels, sales to farmers markets in Harlingen and McAllen, Texas accounted for sales of $18,021
(28.3 percent of total cash receipts). Income is higher from January to June because leafy greens are a favorite
among farmers market patrons; no leafy greens are produced from August to December due to unfavorable
growing conditions, thus farmers market sales are lower in those months. Restaurant sales to local establish-
ments account for $5,185 per year in receipts for the farm.

Production and overhead costs for the entire operation were collected during a thorough interview with the farm’s
producer panel. These values were developed into a budget, reflecting the farm’s total costs of production shown
in Table 1. Actual costs of production were utilized in 2011 and were estimated at $20,063. Labor cost accounts
for about 62.2 percent of the total cost of production as two part-time workers are needed to help mainly on the
production side of the farm. Not included in the cost of production is the labor provided by the owner which is
assumed to work full time.

Costs reflected in the financial statements include principal and interest payments for land and machinery. It is
assumed that the farm was purchased in 2005 and took out a 10-year loan for $43,636 at a fixed interest rate
of 8.0 percent. An amortization schedule was developed and principal and interest payments are charged to the
farm until the loan is paid off in 2014. Similarly, a 5-year machinery loan for $28,000 was obtained in 2008 for a
74 HP John Deere tractor and included implements. The tractor is depreciated using a straight-line method over
an expected 10-year economic life and assumes a $5,000 salvage value.

Economic Feasibility of a Small Acreage Organic Vegetable Farm in South Texas 5



Table 2. Sensitivity Analysis of the Contribution of CSA Members vs. Farmers Markets and
Restaurant Sales on Farm’s Net Income. Shaded Areas Represent Returns Above Cash
Expenses (Green) and Below Cash Expenses (Red).

Net Cash Income

Reduction in FM and Restaurant Sales

Reduction in
CSA Members 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
0% $ 41,318 $ 38,998 $ 36,677 $ 34,356 $ 32,036 $ 29,715 $ 27,395 $ 25074 $ 22,754 $ 20433 $ 18,113
10%| $ 37,268 $ 34948 $ 32,627 $ 30,306 $ 27,986 $ 25665 $ 23345 $ 21,024 $ 18,704 $ 16,383 $ 14,063
20%| $ 33,218 $ 30,898 $ 28577 $ 26,256 $ 23936 $ 21615 $ 19295 $ 16974 $ 14654 $ 12,333 $ 10,013
30%| $ 29,168 $ 26,848 $ 24,527 $ 22,206 $ 19,886 $ 17,565 $ 15245 $ 12,924 $ 10604 $ 8283 $ 5963
40%| $ 25118 $ 22,798 $ 20477 $ 18,156 $ 15836 $ 13515 $ 11,195 $ 8874 $ 6,554 $ 4,233 $§ 1913
50%| $ 21,068 $ 18,748 $ 16,427 $ 14,106 $ 11,786 $ 9465 $ 7,145 $§ 4,824 $§ 2504 $ 183 ' § (2,137)
60%| $ 17,018 $ 14,698 $ 12,377 $ 10056 $ 7,736 $ 5415 $ 3,095 $ 774 $ (1,546) $ (3,867) $ (6,187)
70%| $ 12,968 $ 10648 $ 8327 $ 6006 $ 3686 $ 1365 $ (955) $ (3,276) $ (5,596) $ (7,917) $ (10,237)
80%| $ 8918 $ 6598 $ 4277 $ 1956 ' $ (364) $ (2,685) $ (5,005) $ (7,326) $ (9,646) $ (11,967) $ (14,287)
90%| $ 4,868 $ 2,548 $ 227 $ (2,094) $§ (4414) $ (6,735 $ (9,055) $ (11,376) $ (13,696) $ (16,017) $ (18,337)
100%| $ 818 $ (1,502) $ (3,823) $ (6,144) $ (8,464) $ (10,785) $ (13,105) $ (15,426) $ (17,746) $ (20,067) $ (22,387)

Saul and Diana Padilla, owners of Yahweh’s All Natural Farm and Garden, selling at a Lower Rio Grande Valley
Farmer’s Market.
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Example of CSA-grown produce.

The farm experiences positive net cash income in 2011 of $41,318. Net cash income is defined as total cash
receipts minus total cash expenses. This figure does not reflect profit, as principal payments on loans, and em-
ployment and income taxes must be paid from this value. The farm experiences a positive annual cash position
of $20,252 in 2011, which includes all the expenses not included in the net cash income such as principal pay-
ments on machinery and land loans, and self-employment and income taxes. This analysis does not account for
the owner’s salary or family living expenses.

Results of a sensitivity analysis examining the contribution of the CSA vs. farmers markets and restaurant sales
to the farm’s net cash income are reported in Table 2. This sensitivity analysis assumes a constant cash expense.
On the vertical axis, reductions on CSA members are shown in increments of 10 percent, while on the horizontal
axis reductions on farmers markets/restaurant sales are shown with the same incremental reductions. To illus-
trate, when both CSA members and farmers markets/restaurant sales present no reduction, the net cash income
is $41,318 as shown previously. However, if there are no CSA members, meaning the only source of revenue
is the farmers markets and restaurant sales, the net cash income is only $820. Conversely, if the only source of
revenue were the CSA, then the net cash income would be $18,113, thus demonstrating the importance of the
CSA to the farm’s profitability. Moreover, if the number of CSA members is reduced by 40 percent, i.e. 60 mem-
bers, and the farmers markets/restaurant sales are reduced by 50 percent, then the net cash income would be
$13,515. In order for the farm to remain profitable, it needs to stay within the options highlighted in green.

The authors would like to express special thanks to Yahweh'’s All Natural Farm and Garden, Anzaldua Farm and
Ranch, and Jaber’s Estate Winery for the information to generate this report.
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Company Name: _

Date:

CURRENT ASSETS

Balance Sheét

CURRENT LIABILITIES

Cash Accounts Payable
Accounts Receivable Lines of Credit
Inventory Current Portion of LTD

Marketable Livestock

Accrued Inferest

Purchased Feed

Taxes Payable

Supplies

Employee Payroll Withholding

Hay

Income Taxes

Deferred Taxes

Other Accrued Expenses

Other Current Liabilities

TOTAL CURRENT FARM ASSETS

TOTAL CURRENT LIABILITIES

NON-CURRENT ASSETS

NON-CURRENT LIABILITIES

Breeding Livestock

Non-Current Portion of Term Debt

Machinery, Equipment

Deferred Taxes

Vehicles

Other Non-Current Liabilities

Land

Fence & Improvements

Less Accumulated Depreciation

TOTAL NON-CURRENT ASSETS

TOTAL NON-CURRENT LIABILITIES

OWNER EQUITY

Contributed Capital

Retained Earnings

L LIARIEITE




AN

! Contributed capi‘tal _
. Retained &grn;ngs JEATIERRp
?gfﬁluaﬁmr adjust'_i ey

BALANCE SHEET FOFl. M. FAHMEFEDECEMBEF{ 31, 20XX

* Noncurrent: pona@n;@efeﬁred faxés-é: )

Total Nencurrent Liabilities
.. Total_ L,-iabilities- ;

$235 000 o
$323 820 .

Assets
Current Assets: Cost Market
Cash/checking acct. $ 5,000 $ 5,000
Marketable securities 1.000 2,200
Inventories '
Crops 40,000 40,000
Livestock 52,000 52,000
Supplies 4,000 4,000
Accounts receivable 1,200 1,200
Prepaid expenses 500 500
Investment in growing crops 7,600 7,800
Other current assets . I
Total Current Assets $111,300 . $112,500
' Noncurrent Assets:
Machines and equipment 67,500 - 95,000
Breeding livestock (purchased) 48,000 80,000
Breeding livestock (raised)y 12,000 24,000
Building & improvements - 27,000 50,000
Land ~ _ 288,000 400 Q00
Other noncurrent assets 0 8]
Total Noncurrent Assets $442,500 $629,000
Total Asseis_ $553,800 $741,500"
Liabilities - |
" Current Liabilities: . Cost Market -
Accounts payable 6,000 6,000
Notes payable within 1 year 15,000 - . 15,000
. Current portion of term debt; 28:;000 .. . .1 28,000
Accrued interest S . - 15,700 : 1 5,700
Income taxes payable - 4 A 8 000 © 7 8,000
- Currerit portion--deferred taxes - S EBQR0 . 3BREO
- Other accrued expenses .. 900 L. 960
. Total Current Liabilities - .$ 88,620 $ 88,860
Noncurrent Liabilities: '
'Notes payable . . - ..
“Machinery 5 . 20,000
Breeding hvestock : 40
-Real estate debt : 1:‘?25.,

Owner Equlty

“Totat Equ:t
Total llab:htres and owner equ;ty :




- Company Name: FREDDY FARMER
{ Date Range: Jan 1 to Dec 312011
Income Statement

Revenue: +
Potatoes S  48,000.00
Strawberries S 65,500.00 | +
Feeder Calves (25) S 9,750.00 | +
Total Revenue S 123,250.00 | =
Cost of goods sold $5,600.00| -
|Gross Profit S 117,650.00 | =
Operating Expenses: -
Fertilizer $2,200.00] -
. Feed $1,200.00]| -
' | Seed $1,500.00] -
Fuel $18,000.00] -
Labor (paid contract) §22,000.00| -
Depreciation (non-cash expense) $15,000.00| -
Operating Income (EBIT) S 57,750.00 | =
Non-operating Income (+ / -) S0.00
Interest Expense $12,000.00| -
Earnings before taxes S  45,750.00 | =
(| Taxes $4,575.00( -
INet Income S  41,175.00 | =




Company Name

(_ Date Range
Income Statement

Revenue:

+ |+

Total Revenue

Cost of goods sold

Gross Profit

Operating Expenses

Depreciation (non-cash expense)

Operating Income (EBIT)

Non-operating Income (+ / -)

Interest Expense

Earnings before taxes

Taxes

¢ NetIncome




Business Planning Workshop Series

RATE OF RETURN ON ASSETS

e Use the sample statements you have to
calculate the ROA

Numerator
EBIT (Income from Operations) $
- Opportunity Cost of Labor -$

- Opportunity Cost of Management -$%
Return to Assets : $

‘RATE OF RETURN ON ASSETS

Return to Assets $
Farm Total Asset Value (Balance Sheet) $

=$

Sam Houston State University and the USDA
FSMIP 1



Business Planning Workshop Series

e Higher value means more profit per dollar of revenue

Operating Profit Margin Ratio = __EBIT x 100
Total Revenue

Am I just trading money? How much of this revenue do I get to keep?

" CPERATING PROFT MARINRATIO |

Numerator
EBIT (Income from Operations)

Denominator
Total Revenue

OPMR =

On average, every dollar of revenue generates XXX cents of real
profit after paying the operaling expenses

Sam Houston State University and the USDA
FSMIP 2
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10 Steps for Building a

Cash Flow Budget

1.
. Take inventory of crops and livestock
. Estimate crop production and livestock feed

Start with your whole-farm plan

requirements
Estimate cash receipts from livestock sales
(including livestock products)

Estimate cash crop sales - keep in mind how
much you will save back for animal feed

8
9.
1

10 Steps for Building a

Cash Flow Budget

6
7.

. Estimate other cash income (Gov't programs,

custom work, etc.)
Estimate cash operating expenses

. Estimate non-business cash expenses, or planned

withdrawal of cash for living expenses, etc.
Estimate purchases and sales of capital assets

0.Record principal and interest payments on

existing debt

For each of these, you will need the amount and
the expected time (month) when it will be paid




Month 1 Month 2
1 Beginning cash balance $1,000 $500
Cash inflow:
2 Farm product sales 2,000 12,000
3 Capital sales 0 5,000
4 Miscellaneous cash income 0 500
5 Total cash inflow (incl. line1) 3,000 18,000
Cash outflow: |
6 Farm operating expenses 3,500 1,800
{/ Capital purchases 10,000 0
8 Miscellaneous expenses 500 200
9 Total cash outflow 14,000 2,000
10 Cash balance ~11,000 16,000
(line 5 ~ line 9) -
11 Borrowed funds needed 11,500 0
12 Loan repayments 0 11,700
(principal and interest)
13 Ending cash balance 500 4,300
(line 10 + line 11 - line 12)
14 Debt outstanding $11,500 $0




Name: I. M. Farmer

Total

Form for a Cash Flow Budget

Jan

Feb

March

1

Beginning cash balance

Operating receipts:

Grain and feed

Feeder livestock

Livestock products

Other

SN

Capital receipts:

~3

Breeding livestock

o2

Machinery and equipment

Nonfarm income:

10

Wages and salary

1

Investments

12

13

Total cash inflow (add lines 1-12)




A

Paa

Operating expenses

14

Seed

15

Fertilizer and lime

16

Chemicals

17

Other crop expenses

18

Gas, oil, and lubricants

19

Hired labor

20

Machine hire

21

Feed and grain

22

Feeder livestock

23

Livestock expenses

24

Repairs - machinery

25

Repairs - buildings

26

Cash rent

27

Supplies

28

Property taxes

29

Insurance

30

Utilities

31

Auto and pickup {farm share)

32

Other farm expenses

33

34

36

Total cash operating expenses




More Cash Flow Budget

Capital Expenditures

36

Machinery and equipment

37

Breeding livestock

38

Other expenditures:

39

Family liMng expenses

40

Income tax and social security

41

Other nonfarm expenses

42

43

Scheduled debt payments

44

Current debt - principal

45

Current debt - interest

46

Noncurrent debt - principal

a7

Noncurrent debt - interest

48

Total cash outflow

(add lines 35-47)

49

Cash available (line 13 - line 48)




More Cash Flow Budget

e 4 -

Total cash outflow

(add lines 35-47)

49

Cash available (line 13 - line 48)

New borrowing:

50

Current

51

Noncurrent

52

Total new borrowing

Payments on new current debt

93

Principal

o4

Interest

55

Total debt payment

(line 53 + line 54)

56

Ending cash balance

(lines 49 + 52 - 55)

Summary of debt outstanding

7

Current

58

Noncurrent

59

Total debt Outstanding




Name: I, . Farmer

Cash Flow Budget

March

Qct

Total Jan Feb Aptil May[ June July Aug Sept Nov Dec
1|Beginning cash balance 2,6000 2,500 18,850) 15,250 500 450 450 500 450 513 863 26,1/6) 37,376
Operating receipts:
2] Grain and feed 160,000 20,000} 20,000 60,000} 60,000
3| Feeder lhvestock 88,000 88,000
41  Livestock products
5{ Other 5,400 5,400
G
Capital receipts:
7| PBreeding livestock 3,800 3,800
8| Machinery and equipment
g
Nonfarm income:
10| Wages and salary 7,200 600 600 800 600 600 600 600 600 6004 6800 600 600
11} inwestments 200 200
12
Total eash infiow
13 (add lines 1-12) 267,100 23,300] 29,250| 15,850 1.100] 1,050] 1,050] 1,100 ©2,850| 6,513 61,263 86,776] 37,976
Qperzting expenses:
14f Seed 5,800 5,800
15| Fertilizer and lime 26,000 8,000; 10,000 8,000
16| Chemicals 4,000 4,000
17{ Other crop expensas 2,600 2,600
18| Gas, oil, lubricants 3,000 1,500 1,500
18| Hired labor 6,600 5000 1,5001 1,500 500 1,000} 1,000
20} Machine hire 800 400 400
211 Feed and grain 4,000 800 800 200 800 800
22! Feeder livestock 36,000 36,000
23| liwestock expenses 7,5001 1,000 500 5001 1,500 500| 1,000 500 1,000] 1,000
24! Repairs-machinery 3,600 500 500 500 600 500 500 500
25) Repairs-butldings 1,800 1,800
26 Cash rent
27| Supplies 1,000 250 250 250 250
28} Property taxes 3,400 1,700 1,700
29} Insurance 700 760
30f LUkilities 600 50 50 50 50 50 50 50 50 50 50 50 50
31 Auto and pickup (farm share) 1,200 160 140 100 100 100 100 100 100 100 100 160G 100
32] Other farm expenses 500 100 100 100 160 160
33

34




ST

Beé

Total Jary Feb| WMarch April May| June July Aug Sept Qct Nov
35|Total cash operating expenses 108,500{ 1,650 3,000] 21,150] 14,050 4,500; 2950 650) 1,800 2,850 6,0501 46,4000 3,450
Capital expenditures:
36| Machinery and equipment 60,000 80,000
37{ Breeding livestock 1,000 1,000
38
Other expenditures:
39l Family Ining expenses 36,000 3,000 3,000| 3,000 3,000 3,000{ 3,000[ 3,000 3,000 3,000 3,000 3,0000 3,000
40! Income tax and social security 8 000 8,000
41| Other nonfann expenses
42
43
Scheduled debt payments:
44) Current debt - principal 0
45 Current debt - interest 0
46| Noncurrent debt - principal 32,000 6,000 20,000 5,000
47| Noncurrent debt - interest 27,200 12,000 3,200 12,000
Total cash autfiow _
48 {add lines 35-47) 272,700; 4,650 24,000 92,150] 17,060| 7,500¢ 30,150 3,6850f 22,800{ 5,850, &,050f 49.400| 6,450
49|Cash awailable (line 13-line4d) (5600)| 18,650] 15,250|(76,300)| (15,950)| (6,450}| (29,100)| (2,550) 70,050 663| 52,2137 37,376] 31,526
New borrowing:
50 Current 82,700 36,800| 16,400| 6,900{ 29,600 3,000
51| Noncuirent 40,000 40,000
521 Teotal new borrowing 132,700 76.800] 16,400; 6,900 2960 3,000
Payments on naw cument debt
53 Pringcipal 92,700 67,400 25,300
54 Interest 2,874 2,137 737
Total debt payments
55 (line 53 + line 54) 95,574 68,537 26,037
Ending cash balance
{lines 49 + 52 - 55) 31,5267 18650 15,250 500 450 450 500 450 513 BB3| 26,178} 37,376) 31,526
Summary of debt outstanding
Current {(beginning of $0) G 0 0] 36,800] 53,200 60,100| 89,700| 52,700] 25,300 25300 0 a o
MNoncurrent (beg. of $340,000) 340,000; 340,000; 334,000 374,000} 374,000( 374,000 354,000| 354,000 348,000/ 348,000| 348,000/ 348,000] 348,000
Total debt outstanding 340,000| 340,000 334,000( 410,800 427,200/ 434,100) 443,700] 446,700{ 373,300| 373,300 348,000 348,000] 348,000




Hosted by Sam Houston State University

Friday, November 9, 2012
Citrus Center
Weslaco, TX

Tentative Market Planning Workshop Agenda

8:00-8:15am: Registration and Check-in

8:15-8:30am: Welcome and Purpose, Dr. Art Wolfskill, SHSU

8:30-9:00am: Marketing and Market Planning, Dr. Lindsey Higgins, Cal Poly - SLO
9:00-9:10am: Breakout Session

9:10-9:30am: Market Situation Analysis, Dr. Lindsey Higgins, Cal Poly - SLO
9:30-9:45am: Breakout Session

9:45-10:00am: Break

10:00-10:20am: Marketing Niche Identification, Dr. Lindsey Higgins, Cal Poly - SLO
10:20-10:35am: Breakout Session

10:35-11:00am: Place and Product Strategies, Dr. Lindsey Higgins, Cal Poly - SLO
11:00-11:15am: Breakout Session

11:15-11:35am: Price and Promotion Strategies, Dr. Lindsey Higgins, Cal Poly - SLO
11:35-11:50am: Breakout Session

11:50-12:20pm: Lunch

12:20-12:40pm: Implementation Strategies

12:40-1:00pm: Question and Answer Session, Wrap-up

For More Information Contact:
Dr. Art Wolfskili at Woifskill@shsu.edu or 936-294-1226
Dr. Michelle Santiago at mmsantiago@shsu.edu

Sam Houston State University

A Member of The Texas State University System




Nevember 9, 2012 Market Planning Workshop

Session 1: What is Marketing and Market Planning?

Marketing is the practice of communicating a message about a good or service that empowers the seller
and results in an action by the buyer.

Market first and then produce the product.

Steps to market planning:
Research
Assess
Petermine Niche
Set Objectives
Determine Strategy (product, price, place, promation)
Implement Strategy and Measure Progress

Breakout

Discuss your favorite retail food experiences. What made them positive?

What marketing practices have you employed? How successful were they? How did you measure that
success?

List five things that you would like to learn more about marketing through this workshop.




November 9, 2012 Market Planning Workshop

Session 2: Background Research

Infarmation = knowledge = success

Situation Analysis: internal, external, and customer

Internal: company limits, budget, timeline, goals, land constraints, etc.
External: competitors, trends, regulations, cutside resources

Customer: Who am [ selling to, demographics, behavior, price sensitivity
The average farmers’ market consumer

Breakout

What are the biggest limiters of your business. How can you overcome it?

Which competitor is closest to your business and how do they differ?

List five factors that your current customer is likely considering when purchasing.




P

November 8, 2012

SWOT Analysis

Market Planning Workshop

Session 3: Developing Your Niche

internal External
STRENGTHS WEAKNESSES
Positive
OPPORTUNITIES THREATS
Negative

What are your possible sources for a competitive advantage?

Goal Setting

Goal:

Objectives:
1




s,

November 9, 2012 ' Market Planning Workshop

Session 4: Place and Product Strategies

Place Strategy:
Multiple methods to directly sell to consumers
Examples: Farm stands, CSA, Farmers” markets, U-Pick, Flea Markets

Product strategy:
Product mix, uniformity, sensory, inform, presentation

Breakout

Review your product mix. Does it match consumers’” wants? Is it different from others?

Develop a value proposition. Ask yourself, what exactly are you products / services providing your
customers?

List some ideas for changing your product strategy. What might work for your farm business?




November 9, 2012 Market Planning Workshop

Session 5: Price and Promotion Strategies

Price is key for revenue. Easiest to change.
How do | set my price? Cost of production and competitors’ prices.
Pricing strategies:

Price for profit, price for value, price against competition

Promotion strategies:
Point of purchase: People shop with their eyes|
Active marketing: engage for repeat business.

Breakout

Review thé price on your top three items. How that price was developed? What aspects of the pricing
strategy discussed might be appropriate for your products?

What promotional strategies are you using? What two promotional activities / improvements might
attract more customers.

Pretend a new customer is approaching
Determine the overall message you are trying to tell your customers.
Create a script for recommending 2 products they may enjoy,




November 9, 2012 ‘ Market Planning Workshop

Session 6: Implementation

Metrics, forecasts, budgets, schedules.

Steps for scheduling:

1. ldentify the activities to be performed
Determine the time required to complete each activity
Determine which activities must precede others

Arrange the proper sequence and t{iming of alf activities

voR W N

Assign responsibility




_a;,,g%éw from Sam Houston State University:

Hosted by Agribusiness *?s% hereiiy
Sup g@m&@@@ﬁ E@'}f Faculty from Tex fi%mvﬁ University AgriLife Bxtension

Thursday, August 8, 2013

Hoblitzelle Auditorium
Texas A&M Research and Extension Center
2401 E. U.S. Highway 83

Weslaco, TX
Workshop Agenda
8:00-8:30am: Registration and Check-in
8:30-8:40am: Welcome and Purpose
8:40-9:20am: Review of Participants Business Plans and Planning Process,
Drs. Michelle Santiago and Art Wolfskill, SHSU
9:20-10:00am: Business Organization and Liability, Ricardo Ramos, Attorney

10:00-10:30am:  Insurance Options for Small Producers, Paul Townsend, Texas Farm
Bureau Insurance

10:30-10:40am: Break

10:40-12:10pm:  Texas Cottage Food Law and Farmers Market Regulations, Judith
McGeary, Executive Director, Farm and Ranch Freedom Alliance

12:10-12:40pm:  Lunch — Provided to Participants
12:40-1:00pm: Question and Answer Session, Wrap-up

For More Information Contact:
Ms. Barbara Storz at b-storz@tamu.edu
Dr. Luis Ribera at LARIbera@ag.tamu.edu
Dr. Michelle Santiago at mmsantiago@shsu.edu
Dr. Art Woifskili at Wolfskill@shsu.edu or 936-294-1226

Sam Houston State University

A Member of The Texas State University System




Starting a Business - Agricultural Marketing Resource Center

{ " agtlealtural marketing
rESQUECE - centar
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" a national information resource for value-add
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Page 1 of 2 -

—

Starting a Business
Market/Business Assessment

« Business Development Process
+ Project Committees and Meetings

« Consultants

+ ldea Assessment
« Feasibility Analysis
» Market Research
+ Marketing Plans

Creating a Business

« Starting a Business

+ Buying a Business

+ Mission and Goals

« Product Development

+ Business Plans

« legal Oreganizational Structure
< « Business Qrganizational Structure
' + Business Name

» Site Selection

Raising Money

"« Financing Your Business
« Grants
« Equity Financing
« Equity Offerings
« Venture Capital
« Borrowing Money

« Security and Collateral Issues

Special Types of Businesses

» Home-Based Businesses
» Hometown Businesses
» Bed and Breakfast

» Agritourism/Agritainment
» Specialty Food Businesses

= Consumer Food Cooperatives
« Catering Businesses
= Farmer Alliances

Ending a Business

« Closing a Business
« Selling a Business

T

http://www.agmre.org/business _development/starting_a_business/

3/26/2013 ‘
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Business Models

Sole Proprietor
Partnership

timited Partnership
Corporation

Limited Liability Company

Assumed Name

Business Models

Sole Proprietor; A Sele Proprietar is # single owner wha owns, operates and
salely is responsible for the debis and Ifabilites of the husiness.

Pastnership: A partnershin is defined as an association of bwe or mare persons
to iy on a business for profit, regardiess of whether: the persous intend to
creatd a paﬂnership of the association. Faceass Indicating that persans bave
created a partnership include Lhe person’s: i,'ag recelpt ar right to recelve 3 share
of proflts of the business; (b) expression of an intent to be partners in the
business; {e) participation cr right to participate i controf of the business; ang
{d} agreciment to share or sharing. A parinership Is controlied by a partnershi,
algreemem and does not have 3 certificate of vwnership itke a corporation’s
share.

Linvited Pastnesship: Limited Partnership is a special bype of partnership having
“Limitad Partner(s)” that are basically investors without much contred and a
“General Parinarfs}” which controls and operstes the Limited Parinership, A
Limited Partnarship is coptrolled by 2 partnership agreement and does nat have
a certificate of awnership lke a corperation’s shate.




Business Models

=

Corpavakéon, A Corparstion [s a fictitious pacsan, aorozlly a certificated eniity, created by
law that extste continuously untll terminated, voluaisry or lnvoluntary, Tein fis owners
are called shareholdars and 5 governed by a board of directers {normally} and oporated by
officars, 1t ernal viarking are governed by “By-taws™ which refer to iis strueture, notices,
aueTums, maciings, voling, resolutions, ete. The shareholdersfairectors/offiters nurmaily do
not hear any personal respansibility for the contractuel or tortious Habl 5 of the
Tarperation, This iz callad the “corporate v:

w

Uimited tisbility Comnpasy: A Lmited Liabillty Company |s a mistore of 3 gartpershlp add &
corparation bet nermalty Is not certificated, it is comprisad of members, (i 220 bave o pot
Brave 2 Doard of managers or have gificers, 1t ean choosz to &L a5 elther a ey poralion ¥
formality or infermalities of a partnarship,
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items of Consideration

1. Liabnity {Generally ta ali entitles}
1 Contractual
o Tort
Diract
tngfirecd- Vicardous
2, Farmality

& Expanses

b Istome

I3 Internal Warkhigs [apitat Acoount].
3. Taxes
4. Coss

5, Take Away

Liability
1. ontracival Obligations: Contracival Dbtigatlons such as pucchasing arders, hank loans, rantal

agreaments, uliity bifls, and amythfng sssaciates with the businass, which [z
usidertzten by agraemant.

2. Tort: A tort is a civii wrong based un negligenca, recklesngss, andfor intentlonal conduck,
There ate difforead areas whith one mutt be careful to aveld oy such as
facation {premises), interaction with customers, produst, and empioyess conduct

1 Premises: there arg thrae different duties olvad to the publiclempioyaes @ refarepea
9 Yo premies:
% Invitees: invitzes 37e pasple that you ivits to came o your storsfalfice, far
axample, cusiomers, friends, and fandly, To thase peonis the preprielorfoparator
& required to Inepect tha location and either rapair o warn 2gamst 9
Zangeraus candions.

3 Ueensees; Licensess zre thaes paople wha you did nat invhe to come unan your
lotation, bt you allew upon your premises fai hisfer own interset such as the
pastman, the vard man. cdeaning crevs, whe have their awn bustiess. To thess
people the prapreterfaperator is Aot ceguirad io inspact, but if ha knows of any
dangeicts corditlon on the facatlon, *han Fefshe must tiher rapair or waen
against any dangerous canditions

@ Trespasser; |s someane who you did not lvite and ghe parmussian o your
pramEs.




Liability

Customars:

) Hesligence Is the fatiure to taka proger care in dolng somsthing or to
ase reasenable care, resulting [n damags or Injury fo another; for
sample, you am seling vesetables that snould have fean
refiigaiated and ware Tefr out Tn a2 sen apd gave samples thai
soméene ate and gol sick, The proprietor faled 16 maintaln the
stanifard of cara in caring for tha produect,

i Rechdessness end intention conduct are higher standards of kack of
cara,

b The employer [ raspensible for the actions of hisfher employess te
the mtent they are operating withiln the scope of the employer’s
nusiness; for mample, the amployer sands the employzs foe an
errang and the employes has @ wresk for which the emgloyea s
respopsible, The employes should have Insuramce to cover the
ancldent, hat the pryglayar i5 3lso r2sponsible, vicarioushy,

8/8/2013

3]

“Liability

ot the

Tasest Al the business mndels aacel Prosistor are subject to the Texas
matgin's- franchlse 3¢ masning the masghns of lntome made. The marghns faxis massurad by
sither the gross armoiat of preduct 3oid of servlies randerad 3t a raie hekwaen 05 1

b buzingsses k & not 2 problem bBecause at least for 2013 there
mpitan. 1L appsars that for 2013, the axemption may be only $660,060.00.
e thare was 4 gl propased that would have eliminated the examgtion
t of comaniitas.

putdid not <ome

kN

“

Sole Proprietor

Lisbilitias of a Sole Proprietor are all the foregolug 33 hefshe does not have any covering of
protection from cortractual or tort Isbifttas. He should aot undertake contractial Nablities
~which ara beyond his means. His spause 5 not autotnaticzily Hable For his contracts.

Formality: & Scle Propiistor does not have rauth formality. He dogs not have to sccount to
anothsr He mist, however, provide arcwrale atcounting for taxing purposes and Lo “his
spouss”

. Taxas: Tax *fiow through” means the monsy earned 5 the aitrbutable directty 19 the owner.

Aoy inceme mada by tha business is tharged dizectly to the Sote Proprietor, At y2ar's end any
menay fn your businass eczount is charged agalnst you far which you must report for tax
purposes regardless if you hav2 taken the meney out of your business account or not. The
business exgense are also deductable zgainst your income. You only nezd the business sat of
books and your repart for your income tax it just 2 schedul2 b your income tax returm,




4.

5.

Ll

Sole Proprietor

Capital Account: Hope, Capltal Accoun? apply only ta partnerships,

Take away: This is a topic incidontal to this discussion in that if & judament were taken
ageindl you apert irom the fuskness, it can affect vour business becawse it is an asset
Ihat k& not protected undar tha law. As vou will see under parfrership and entitiss it
changes but not aetessarily for carporations,

Dissoletion: A Sale Proptietor shuts his doors pays off his creditors and heeps
evarything that remains.

Z

Nete: The code dafings a Partneeihly 3s 5 separatt eatlty bit not for & “corpurate velf”

Partnership

protection, Texas law dees not provide any protection @ the tdividual pasiaars, however,
& partnar must be sued lidividusily together with the partnarship, to he held fable,

Liahility
A Contractuial oblgatlons: AE the partnzrs are folntly and severally #able for al
ohfigattons of the Farinership,
e Tort:she IIability of esch pariner ks the sarne as tha sofs proprizlor by vicsriously. Each
pariner i llabla for the actions andfer entissioss of each sf the other partners.

Partnership

Formality: A Partnership requites the managing partnaers Lo formially ascount to the othar
partnar and allow other pariness to Inzpect of the Partnerships bonks. intamally a
parinership i controllzd by a cortract {Pattnership Agraement} and the percentage of
ownarshipis usualfy based na the contributions af each partnar o tha business.

Tuxas: Fhe Parinership as an entity oust fife &n informational tax return and provide 3 iR3
K-1 form to 2ach partner which Is an equlvalent to an empicyne’s HS W-2 form. That form
irdicates the percentaga of a partner's Incorns, expsnses, and dedoctibles. Tae fiow
thraugh is direcily to she partners @ thelr percentages of swnership

Capital Arcount: A capftal account Is & methad of keeping track of money which e
Rartaers coittribuita to or withdraw from the partnership, ovar and ghova such as partner's
percentage; for example, 3 parner owns 25% Interest af she partnership and each
partnersiip Ak of o sudiden needs opur of $10,000.00, al that moment oy the 255
partner has any rooney and B2 guls Im the $10,000.00, how Is that wacad? The capital
zcraunt for the roatributing partaer is increa: by $7,500.00 at dissolution affer afl
creditors are pald and before distrlbuting assel capital accounts must b= egualized, In
cther words he would get back hls $7,560.00.
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Partnership

[ 3 Take Avay: H & judgment is to be esecutsd againct a partnar for nen-paringiship
business refaied Rams, then 3 Judgment ceaditor caanot take away the pariner’s
riakt to run dhe businast but can hava couni lsswe 3 “chamging order” which
faguires the partnersip 1o pay to the judgreent creditor any monfzs that would be
distrisuted (ot salary} to tha judgment debtor

T n ton: A dlzcofullon of a b p can or do24 occur by the withdrawal of
3 partner of by sgraemant by aif the pariners. At disioludon, the parinership
craditors are pafd fitst, then tha caphal secounts are equalited shd remalning
preperry is disnicaded 1o frartnees according to the pertentages of cwnership.

Limited Partnership

f. A Limited Partnesship i comprised of ene or mare g2neral partners and Emited partners;
Lowever, | o not want to spead 1o much time on this because it [ not really used except for
estats plannieg. The Emiled partnarship vwas uzad Lo avoid franchics tax. Before tha Limited
Partnership was not suirject to the franchise tax butnow it iz,

Corporation

t. A Corperatlsn is a tradilisnsl method te avold personal §
business.

in the aperstion of 2

2 A Cosporation s an entify which is considered a persen. it has 9 birth certificate called a
Certiffcate of formation. A person forming a Corporation Is called an arganizer and ha/she
can do se by filing cut a Certificate ormation and filling with the Texas Secretary of
State.

3. Fhe Corporation will have ownzrs, known a5 shareholiders and tha Cerporation can hava a
Beard of dlrecons. The bosrd of direciors then elects officers {president, secretary, and
trzazurer) In Texas a Corporatinn can have one sharzholder, one director, and ens offivar
ard all b2 the saine passan, which sounds lise a Sole Proprietor




Corporation

A Corperation con have dovble tsation ¥ 1t classitied a5 a "CY carporation. |¢ pays Exes on
tha moasy & makes; howevar, the diyldends it pays as sharehatders are not deduchible and
it s considered Income to the sharehatders, Howover, the Carparation can elect chaptar
78" dasfpnation whict means @2 ncome Is shargad to the sharcholdar just ke 2 pasiner ln
a Partnership, This is krown as flow through fxes.

Back in the 1950 Frasitent Eisenhower changzd the tax taw to allaw the tax fiow through
with copditlons; could oot be caord thas 35 shorghoiders who had to e .5, Sitzans and
coild Aot be entities, had ke b2 indiddual persons, Thls geve birth to tas tlrsitad Usbiity
Company.

i
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7.

Corporation

Lisb iy
A Contractuat Obligstion: The officers of the Corparation eperste the businas ondas the
autharity and contral of the board of directars, Tha stficersfdiractors/shsrahaidars do not
hayve perzonal lfabdity for the nomeal operation of tha comortion bezause they are its
senployees snd awiners but ara ot the carparation. |f, bowarer, the pemon they 2re
sortracting with, suvh as 3 benk oblaining a lean, requiies 2 “parsoral guarentae,” then the
permon s 3 guarantor pacsanally respensible for the Corportion’s dests,

B Tert: Undsr the normal circunstarces of a mistake or acriden: indae a suandad of simple
regligenica, the officersifirectors/shareholdesz are not parsopally hable, Thay are
cimyemstances whare certsin laws may spafy under mandaeds of gross nagigence,
rethiesiness, ancfer Inkantlonal condit which wit grpase officars, directars, andfor
shaczholders b ability.

Corporation

Formality corporations are & farral structure of notite, mgekings, quorems, voling,
raselutions, ate. Howaver, the fsgishature has prorad statutes allowing greater informalliy.
There s 3 concept of “plercing the coreorale vell” which msans that an
officer/diractar/sharehnider couls be personally lsbl= for ant folleving the formalfites,
hovreyar, that raguire fraed and the actor to personaliy oenefit fram .

Taxes Uinder 2 Lorpomte Structure: A Corparstion baging with a classitication of being 7
“C" carparetion which mesas normal Corporation. This ks apposite of an "S™ Corporation. A
"C" Corporation undergoas doubla tagation, The money a Corporation earns {3 taxed
bafora dividends are paid to sharehclders, Dividends are aot deductible but are Income La
the sharehold2rs, which hava to pay tax on those dividends, therafore double taxation. An
5" Carparation electinn aliows the {s] %3 Bypass the corporstion sad kave the
insame of the carparatian attrl directly to the {Laxed oner only).




Corporation

A Colgoratien requires bookkeeging for it apart from bookkeeping of ths
shareholdars indivisually,

11 Take Awray: if thare Is [udgment agelnst the shesehs judgment credivor can reach
and take away the shases of the sharehotder and fiterally take over the business f the
fudarnent craditor capiures signilicant number of shares. The reason fer this ks that a share
carries with & the right to recaka money idividends} atd right to cootret {managej the

Corporation, As you will z2¢ tater thiz s different Tor 2 Limited Uabilly Comipany.
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Limited Liability Companies

ty: The LLC protects fre lncm‘,eﬁ,‘nﬂaragels.’oll‘w" fiom tentraciul and tortous
Gability except where {a) contractually, an Individual sigred individuatly guarantecing the
LLE prrformanca and (] veas ar rnmwﬁuai actorin commiiling tae tort.

2 Formality: Usually the member from an LLC chooses a paitnership fonnat with fese
formality evan though under some Gioumsiances, for proof purpecss, third parties wilt
regulre resalutions and evidence of 3 compan maat, The company agreement s the
equivalant of & Corperstion’s By-Laws, which dictates nctices, mestings, quorums, voting,
(272

. TagEst An LLC uader an slaction | 1o ba treated as a partnership, which will have & Aow
thraugh taxation where the members report the income directly bypessing the LLC, Each
tnamba: racelves & K-1,just 83 i 8 Partaershlp.

4, Costs: The costs are simBas to that of 3 Cosporation,

5 Take Away: i a Judgroant s io be executed agalnst @ mambar for non-LLE businzgs, then a
judgment craditor cannot take away the member's risht to run the tusiness but can have
court isste 2 “charging order” whicks requires the ELC 1o pay to the judgment creditor any
menies that would be distributed {net salary) to the judgment debtor,

Assumed Name

Any person isclucding parlnersaip, limited partnerships, corportions, 305 LLC's may have to

file 10 operaie 2 ug

i1 under an assumed or Aeitious name,
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nm Texas Farmers’ Market Bill &

" | == DSHS Better Communications Bill
FARM&RANCH

FREEDOM ALLIANCE

In the 2013 Texas legislative session, the Farm and Ranch Freedom Alliance worked to pass
several bills to help small farmers and local food producers. The cottage foods law is covered in
a separate handout. This handout covers the Farmers’ Market Bill (HB 1382) and the DSHS
Better Communications Bill (B 1392). Both go into effect on September 1, 2013,

—

Farmers’ Market Bill (HB 1382)

The Farmers’ Market Bill has two sections: (1) sampling at farmers® markets and farm stands,
and (2) cooking demonstrations at farmers’ markets.

Sampling

The provisions on sampling cover both farm stands and farmers’ markets. A farmers’ market is
defined as “a designated location used primarily for the distribution and sale directly to
consumers of food by farmers or other producers.”

If you are providing samples of food at a location other than a farm or a farmers’ market, then
you will have to comply with the regulations from the Department of State Health Services or
your local health department.

To provide samples of food at a farm or farmers’ market, you must:

1. Distribute the samples in a sanitary manner (for example, by providing toothpicks for
individual servings);

2. Have potable water available (for example, by having a jug of drinking water);

3. Wash any produce intended for sampling with potable water to remove any visible dirt or
contamination;

4, When preparing the samples, either wear clean, disposable plastic gloves or observe
proper hand washing techniques immediately before preparation;

5. Use smooth, nonabsorbent, and easily cleaned (i.e. metal or plastic) utensils and cutting
surfaces for cufting samples, or use disposable utensils and cutting surfaces;

6. Keep samples of cut produce or other potentially hazardous foods at a temperature of 41
degrees or colder, or dispose of the samples within two hours after cutting or preparation.

Meat or poultry products must come from animals processed in compliance with the regulations
for livestock processing (Texas Health & Safety Code Chapter 433).

You do not need to obtain a permit to provide samples at a farm or farmers’ market. As long as
you meet the standards set out above, you may provide samples.

This law does not affect whatever permits you would normally be required to obtain to sell a
food item. For example, if your local health department requires you to have a mobile food



vending permit to sell cheese, you will still need to obtain that permit. But you will not need to
obtain a separate permit to provide samples of your cheese.

Cooking Demonstrations at Farmers’ Markets

For a farmers’ market to hold a cooking demonstration, it must:
1) Have someone with a food manager’s license supervising the demonstration; and
2) Comply with the requirements for a temporary food establishment (TFE) permit.

If the market wishes to distribute samples as part of the cooking demonstration:

1) They can provide samples only, not full servings (i.e. you can’t serve a meal and call it a
cooking demonstration);

2) The samples must be disposed of within 2 hours of the beginning of the demonstration.:

If the cooking demonstration is conducted by a farmers’ market for a “bona fide educational
purpose,” it is exempted from the usual fees for a TFE permit.

DSHS Better Communications Bill (HB 1392) ¥ 1 csopteaitdr podocsns s
Chog doie easld Wit reavicid
The Department of State Health Services (DSHS) has primary jurisdiction in arcas where there is

no local health department. In addition, many local health depariments enforce the DSHS
regulations, rather than adopting specific local regulations.

The DSHS Better Communications Bill, in essence, requires that DSHS tell farmers and food
producers what they are legally required to do, in a timely manner. In order to qualify for this
requirement, you must submit a written request to DSHS asking for the information.

Your request can be for general information (such as “where can I find the requirements for on-
farm poultry processing?”) or for how the legal requirements apply to your specific
circumstances (such as “Will it meet the regulatory requirements if 1 use gravel for the flooring
in the slaughter area?”).

IDSHS is required to respond to your written request within 30 days.

If you comply with DSHS’s response, an inspector eannot issue or citation or fine you for

violating that regulation. . .
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Thank You’s

Thank you to Representative David Simpson and Senator Bob Deuell for sponsoring HB 1382,
and to Representative Susan King and Senator Jane Nelson for sponsoring HB 1392, Thank you
also to the hundreds of people who attended the committee hearings and FARFA’s lobbying
days, or who wrote or called their legislators to help pass these important bills.

For more information, visit www.FarmAndRanchFreedom.org or
call 254-697-2661
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ISSS Selling Home-M
FARM&RANCH g ade Foods
FREEDOM ALLIANCE

Prior to 2011, it was illegal to sell any food that a person prepared in his or her home. In 2011,
the Farm and Ranch Freedom Alliance (FARFA) worked to pass the first Texas Cottage Foods

Law,

which allows people to sell specific low-risk foods directly to consumers fronﬁll\éi?’fllomes, .

up to $50,000 per year, In 2013, FARFA worked to expand the law to include more foods and
allow sales at more localﬁc;ns. The new law (HB 970) takes effect on September 1, 2013.

oty ety v gy Goids

Read the bill: www.capitol.state.tx.us/BillLookup/history.aspx?LegSess=83R&Bill=HB970

What is required to sell under the cottage foods law?

#*

Thes

Sell only the specified, nonpotentially hazardous foods (see pages 1-3)

Sell directly to consumers

Foods must be prepared in your home kitchen (i.e. not in a separate building or facility),
using appliances meant for residential use

Sell no more than $50,000 of such foods annually

Sell at an allowed location (see page 3)

Have a current food handler’s card (see page 4)

Package the food so as to prevent contamination, unless the item is too large or bulky to
“fit conventional packaging, such as a wedding cake

Label the food (see pages 3 and 4)

e requirements, along with other issues such as zoning, business considerations, and

sampling, are explained in more detail in this fact sheet.

The

information contained in this fact sheet is nof intended as legal advice. Consult an

attorney if you have questions about how this law applies to your situation.

Tvypes of Foods Allowed

The law lists specific foods that can be prepared at home and sold directly to consumers. All of

the

items listed below are limited by the requirement that they be “nonpotentially

hazardous.” The cottage food law covers only nonpotentially hazardous foods. These are foods

with

a low water activity and low pH level that inhibit the growth of dangerous micro-organisms.

Basically, it means non-perishable foods: foods that you would not normally keep in the
refrigerator. However, not all shelf-stable foods are nonpotentially hazardous, as shown in the

next section (see page 2).
Allowed foods:
¢ Baked goods that do not require refrigeration, such as cakes, cookies, breads, and pastries
¢ Candy (including chocolate, chocolate-dipped pretzels, etc.)
¢ Coated and uncoated nuts
¢ Unroasted nut butters
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Fruit butters (see further explanation below)
Canned jams and jellies

Fruit pies

Dehydrated fruits and vegetables including dried beans
Popcorn and popcorn snacks

Cereal, including granola

Dry mixes

Vinegar

Pickles (see further explanation below)
Mustard

Roasted coffee or dry tea

Dried herbs or herb mixes

Fruit butters: Only nonpotentially hazardous fruit butters may be made and sold by cottage
food producers. These include: apple, apricot, grape, peach, plum, quince, and prune butters. If
you would like to make another fruit butter, you should contact Food Safety Net Services and

- have a sample of your fruit butter tested for pH and water activity to confirm that it is

nonpotentially hazardous. Food Safety Net Services is located in San Antonio and can be
contacted through its website, www.food-safetynet.com, or by calling 888-525-9788.

Fruit butters that are potentially hazardous are not allowed under the cottage food law. The
following butters are usually considered petentially hazardous: pumpkin, banana, and pear.
These butters require special steps be taken to ensure that they are not contaminated with
botulism, and cannot be sold as part of a cottage food operation.

Pickles: First, only pickled cucumbers are allowed; not all pickled vegetables. Second, there are
federal requirements for making acidified foods such as pickles. If you sell across state lines, the
federal requirements would definitely apply. Under the FDA’s interpretation of “interstate
commerce,” the federal requirements might also apply to cottage food producers who purchase
supplies from out-of-state. As a precautionary measure, you may wish to take the federal course
if you intend to sell pickles under the cottage foods law. The course is offered once a year at
Texas A&M; contact the course instructor, Dr. Al Wagner, at 979-845-7023 for more
information.

Types of Foods That Can NOT Be Sold Under the Cottage Foods Law

F oods that are potentially hazardous and pot allewed under the cottage foods law include:
» Meat, pouitry, or seafood products, including beef jerky
Dairy products
Raw seed sprouts
Salsas or other canned tomato products
Canned vegetables, such as canned corn or green beans
Chocolate-covered fruits
Baked goods that require refrigeration, such as cheesecake, tres leches cake, pumpkin pie,
and meringue pies
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In addition, although pet food is usvally nonpotentially hazardous, it is not included in the
cottage food law. Animal food is regulated by the Office of the Texas State Chemists, Texas
Feed and Fertilizer Control Service. You can contact them at (979) 845-1121 or visit their
website at http://otscweb.tamu.edu for more information,

Locations Where Cottage Food Operations Can and Cannot Sell

All sales must be direct-to-consumer. Cottage food operations can sell at the following
- ,h______,._-—"—""'_d—._ﬂ_-—‘
locations:
e The producer’s home D ° o
" ok cont (e
o A farmers’ market P rf_”('j frrow
e A farm stand, defined as a “premises owned and operated by a producer of agricultural

food products at which the producer or other persons may offer for sale produce or foods  « L"
described by” the cottage foods law M
. . . . M Y{
s A municipal fair, festival, or event " Wl (ﬁl

* A county fair, festival, or event (& "
¢ A nonprofit fair, festival, or event

Note that many CSA’s (community supported agriculture farms) meet the definition of “farm
stand.” Cottage food producers are encouraged to partner with local CSAs for their mutual
benefit. You can find farmers’ markets and CSA’s in your area at www.LocalHarvest.com.

A cottage food operator may also deliver products to its customers,

Types of sales that are NOT allowed:

A cottage food producer may not sell to a retail outlet (such as a store or restaurant), over the
internet, or by mail order. A cottage food producer also may not sell at events such as craft fairs
and flea markets, unless sponsored by a nonprofit organization.

While internet sales are forbidden, there is no restriction on a cottage food operator’s ability to
advertise, including having a website. Similarly, a cottage food operation can take deposits over

the internet, so long as the final sale oceurs face-to-face at the producer’s home, a farmers’
market, or other allowed location.

Labeling Requirements

All cottage food products must have a label with the following information:
s Name and physical address of the cottage food production operation;
¢ The common or usual name of the product;
o [f a food is made with a major food allergen — such as eggs, nuts, soy, peanuts, milk or
wheat — that ingredient must be listed on the label; and
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e The following statement: "This food is made in a home kitchen and is not inspected by
l the Department of State Health Services or a local health department.”
The label must be legible.

The label must be attached to the package. For large or bulky items that are not packaged, you
must provide an invoice or receipt that has the same information.

Food Handler’s Card and Emplovees

A cottage food producer must take and complete an approved food handler’s course. This course
is offered by many local agencies and online. The course typically costs $10 to $20 online
version; in-person courses usually cost more. A food handler’s card is good for two years, and it
must be kept current.

A cottage food producer needs only take and pass the course. You do not need to register your
food handler’s license with the local health department in order to sell under the cottage foods
law.

A private company, Texas Food Safety Training, offers the online food handler’s course for only X
$5. They have developed, and are continuing to add to, a second course that focuses on issues
specific to cottage food producers for an additional $5. The cottage food safety course does not
fulfill the statutory requirements — you must have a food handler’s card. But the additional
course can be helpful for people to learn safety measures that are relevant to producing foods in a
home kitchen. For more information, visit www.texasfoodsafetytraining.com.

A cottage food production operation may bave employees, Anyone who is handling or
preparing the food must either have a food handler’s card of his or her own, or be under the
producer’s direct supervision. Members of the producer’s houschold are exempt from the
requirement for direct supervision.

Health Department Jurisdiction

A cottage food operation does not need to get a license from the state or local health department,
or register with the state or local health department.

The state and local health departments are directed to keep a record of any complaints that are
made about cottage food operations. They do not have authority to investigate such complaints
or conduct inspections. The only exception is that the state and local health departments retain
jurisdiction to close any business — including a cottage food operation — that poses a serious and
immediate threat to human life and health.

A cofttage food operator is not required to allow the health department to come into your home
and do an inspection unless they have a warrant.
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If the state or local health department claims that you cannot sell home-produced goods, the first
step is to print the law and show it to the person you have been communicating with. If that does
not resolve the issue, the next step is to contact the City Council or County Commissioners. Be
sure to get documentation of all conversations in writing. In extreme cases, you may need to
obtain legal representation. FARFA may be able to help in the process.

Zoning and Homeowners Associations

The 2013 cottage foods law specifically prohibits a county or municipality from regulating a
cottage food operation, or banning a cottage food operation on the basis of zoning. A cottage
food operation does not need to get a zoning permit or business license from the city.

Neighboring property owners still have the right to take action for nuisances or other legal claims
against the cottage food operation.

The law does not address restrictions by private homeowners associations (HOAs). Usually,
HOAs are concerned about the outside appearance of the home, and they are not concerned with
activitics within the home. For example, there are many people who sell Mary Kay or other
items from their homes. If your HOA has restrictions on home-based businesses, you may be
able to avoid a confrontation by keeping the exterior of your home and yard free of any
advertising or other obvious signs of your cottage food operation.

Business Considerations

The following items are not addressed in the state law, but are often asked about by cottage food
producers.

Insurance: While you do not have to have liability insurance, it is important to protect your
assets. Some farmers markets, events, and wedding venues require proof of lability insurance
from all food vendors. There are many companies that offer insurance, and we encourage you to
compare options. One company, American National, has an insurance policy specifically
designed for cottage food producers. Contact Eileen Coleman, Coleman Agency, at
eileeni@coleman-agency.com or (512) 250-2168 for more information.

Advertising: There is no restriction on your ability to advertise. You can advertise through a
website or Facebook, putting business cards or flyers out at local retail outlets (with the retailer’s
permission), or any other legal means.

Sales tax: In Texas, most food items are not subject to sales tax. However, some food items,
such as candy, are taxable. If you are unsure if your items are taxable, contact the State
Comptroller for more information. You «can visit the Comptroller’s site at
www.window.state.tx.us/taxinfo/sales or call 1-800-531-5441

Income tax: The cottage food law has no effect on federal income tax law. Normal IRS rules
apply; consult a tax professional.
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Rendition tax: Counties can require a rendition tax on your business assets and equipment.;
application and enforcement varies county to county.

Private entities: If you wish to sell at a farmers’ market, farm stand, or nonprofit event, you
must get permission from the event organizers. The cottage foods law governs your rights with
respect to the government, but not with respect to private entities. The market, farmer, or
nonprofit may impose whatever rules or fees they wish.

Sampling

Sampling is allowed at farm stands and farmers markets under a new state law passed in 2013,
HB 1382, Ask the farmers’ nmarket organizer for details, or visit
www.farmandranchfreedom.org/category/local-foods/texas-local-foods for our fact sheet on HB
1382. bﬂ,‘.‘ Aot £t e }\{ﬂészif-de ' .,({’nnd_g’ LY Grmf o lf e .(’)u»f» &4‘ -/
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Sampling at other events would be subject to the requirements of a temporary food establishment
(TFE) permit. Some jurisdictions interpret the TFE requirements to require only food made in
commercial kitchens, so it may or may not be allowed. Consult with your local health
department if you want to provide samples of your items at a public event other than a farm stand
or farmers’ markets.

Looking Beyond the Cottage Foods Law

The cottage foods law is intended to allow small businesses making low-risk foods to start up
without facing the burdens of extensive health department regulation.

If you wish to make foods that are not allowed under the cottage foods law, sell over the internet,

or are ready to grow beyond the $50,000 cap, then you need to talk with the health department
about the requirements for a commercial kitchen and food processing license.

Thank You’s

Special thanks go to Representative Eddie Rodriguez and Senator Bob Deuell, the sponsors of
HB 970 (the 2013 cottage foods bill), and Representative l.ois Kolkhorst and Senator Jane
Nelson, the sponsors of SB 81 (the 2011 cottage foods bill). Thanks also go to Kelley Masters of
Texas Bakers’ Bill for her tireless work for cottage food producers, as well as to the hundreds of
people who attended the committee hearings and FARFA’s lobbying days, or who wrote or
called their legislators to help pass these important bills.

For more information, visit www.FarmAndRanchFreedom.org or
call 254-697-2661




