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Wilson Family Peach Farm

1.8 Exgoudtive Summary

Introduction

The Wilson Family Peach Farm is a start-up venture for Br. Jared Wilson and his wife, Susan. The
Wilsons will be retiring from their regular professions starting in the spring of this year. The farm
is intended to provide the Wilsons with an opportunity for past-retirement work ard income, plus
an apportunity for both of them to continue their individual research progmms on agriculkure and
nutrtion. Appreximately 80 acres of prime stone fruit growing land is te be acquired, using
ownear's equity and a federal farrm assistance loan. The farm will be jointly owned by Dr. and Mrs.
Wilson and will be set up as a Limited Liability Cempany charterad in Georgia.

The Farm and its Products

‘The farm has prime fruit growing land approximately 3.5 northwest of Gainesville, Georgia. This
is ene of the best areas in the state for growing peaches and other stone fruit. The land gets
plenty of sunlight, has excellent drinage, and an optirum seil pH.

The Wilson Family Peach Farm is planning to grow seven varieties of peaches and nectarines in
the first three years including the Redhaven, Ishtamm, Tenn MNatural, Lovell, Bailey, Montclar,
Starks Redleaf, and the famous Elkarts. Once profitability has been established, the farm will
begin to expand into mora rare varieties.

The attractiveness of this crop is that fresh, high-quality peaches and nectarines are sweeat
tasting and low in calories, with one medium peach fumishing only about 37 calories. These
fruit are 2 good source of Vitamin C and yelow-fleshed varieties are a good source of Vitamin A.

The Market
The United States provides about one-fourth (25%) of the world's total supply of fresh peaches.

Peaches are the third most populfar fruit grown in America, They account for more than 70
percent of all stone fruit produced in the U.S. South Carolina and Georgia follow California's 72
percent share of peach production at a far distance, averaging about 6 and 4 percent of the L.
S. total over the past three years. Last year the Georgia peach crop totaled 115 million pounds
and brought in $43.7 million. In addition to the Ebherta, Georgia now produces more than 40
commercial varieties of peaches. Recent events has shown that the intemational market for
peaches may be expanding, especially in Asia,

Wilson Family Peach Farm plans to sell its crep to three main buyers. In order to keep its profit
margin high, the Wilsons will concentrate on selling the majerity of its fruit to the local produce
stands which are able to charge more for the higher quality fruit. Most of the rest of the frui wil
be sold to local fruit packers and distributors that then resell the fruit to grocery stores. Finally
any fruit that does not meet the quality/maturity standards of the other two buyers will be

sold to canneries.

Financial Considerations

The farm wilt ba financed with a farm assistance lean and a significant amount of owner's equity.
This will provide sufficient cash flow for the farm until it can start making revenue. Sales are
expected to be sufficient to be prafitable in year one, and have consistent growth through

year three.
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Highlights
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1.1 Objectives

The objectives over the next three years for the Wilson Family Peach Farm are:

s Achieve profitability in year one.
* Expand by purchasing an additional 50 acres of adjacent land by year three.
s (Capitalize on the niche market for hybrid and specialty stone fruits.
s Increase yield per acre to achieve economies of scale.
1.2 Mission

The Mission of the Wilson Family Peach Farm is to provide a retirement occupation and
supplemental income for the owners, Jared and Susan Wilson. In addition, the farm will provide
a base for Dr. and Mrs. Wilson's ongoing research in the agriculture and nutritional fields.

1.3 Keys fo Success

Farming in the United States is a mature industry with very little growth and a very
competitive market. Therefore the Wilsons will focus on the small niche market of hybrid and rare
peaches, nectarines, and other stone fruit and also on quality so as to retain its supplier
contracts with its chain distributors and local produce sellers. To this end the Wilsons have
identified the following key elements to success.

Become "first to market" through use of early harvest varieties of peaches and
nectarines.
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Wilson Family Peach Farm

Focus on marketing of hybkrds to Tocal distnbutors.

Aggrassively pursus cost analysis and reduction.

Concentration on post harvest care of produce to enhance guality.

Markeat te the high-end local produce stands that can demand higher prices.

Capitalize on Dr. Jarzd Wilson's close contacts with the University of Georgia's Agriculture
department facuity to introduce new scientific methods and procedures to growing

stone fruit.

2.0 Company Summary

The Wilson Family Peach Farm is a start-up venture for Dr, Jared Wilson and his wife, Susan. The
Wilsons will be retiring from their regular professions starting in the spring of this year. The farm
is intended to provide the Wilsons with an opportunity for post-retirement work and income, plus
an oppertunity for both of them to continue their individual research programs on agriculture and
nutrition. Approximately 80 acres of prime stone frukt growing land is to be acguired, with 6D
acres baing bought cutright using owners equity and & federal farm assistance loan. The other
20 acres wil be rented. All farmiand will be centrally located. The farm will be jointly owned by
Or. and Mrs. Wilson and will be set up as & Limited biability Company chartered in Geargia.

2.1 Start-up Summaiy

Farming is a capital intensive industry that reguires significant investment in long-term assets
such as fand and farm equipment. In addition, farming by nature is a highly seasoral endeaveor
that experiences a profit during only a few months of the year, while expenses are spread out
over the entire twelve months, Therefore it is necessary to have a significant amount of cash
and cash equivalent assets at the start. The farm will be financed with a farm assistance loan
and a significant ameunt of owner's equity. This will provide sufticient cash flow for the farm until
# can start making a profit.
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Wilson Family Peach Farm

Tabte: Start-up Funding

Starf.up Fund-ing

Start.up Expensesio Fund 57 HHD
Srart-up Asseis o Fund 2248, HH
Total Funding Required 8325 {HHb
firmals

Man «ash Aszls oo Slak-up EEELReEE]
Cash Requirerments fom Sladtup $127 120
Additional Cash Rafzed &l
Cash Bafanes an Starting [ate 127 T2
Totat Azals S26H (0

Liabilities and Capitaf

Liabilitres

GLemertE Brarrowi ik $25 088
Long-torm: Liabillties $100,008
Accaunts Fayable (Outsanding Bitls) 0
{Other Curment Ligbilities (interes-free) $25,000
Total Liabkilities 150,000
Capital

Planned yvcdmehd

Dr.and Mra Wilzon $175,000
Hher $0
Additionad Investment Requiement #0
Talal Planned inmvedinehi $E7E.000
l.ass al Sladup (Slacup Expen=ss) BT, 000}
1atal Gapital $tIR,600
Total Capilal and Leabililics £268,000
Totat Funding £325,000
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Start-up
$270,000
F240,000
F210,000
160,000
B150,000
F120,000
F20,000
FE0,000
20,000
F0
Expenses Azzets Investment Loans
Table: Start-up
Start-up
Requirements
Start-up Expenses
Legal 52,000
Repairs to facililicsequi pment $15.000
Insurance $5,000
Rent $5,000
Research and development £5,000
Expensed equipment 20,000
Hermicidesipedicides £5,000
Total Star-up Expenses o7 000
Start-up Assets
Cash Required $127,720
Stal-up Inventory 30
Other Cument Assets &0
Long-dem Assets $140,280
Total Assets $268,000
Total Requirements $325, 000

2.2 Company Locations and Facilities

The Wilsons have made the down payment/rent on 80 acres of prime fruit growing land
approximately 3.5 northwest of Gainesville, Georgia. This is one of the best areas in the state for
growing peaches and other stone fruit. The acreage being sought has been a successful peach
farm in the past and gets plenty of sunlight, especially early morning sunlight that dries the
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Wilson Family Peach Farm

dew from the trees, thereby reducing the incidence of diseases. In addition the area has
excellent dreinage and an optimum soil pH of around &.0.

The farm itself comes with a century old house, i good condition, barm and storage area,
including large refrigeration facilitias, and excelent frigation eguipment. Georgia has two
commercial peach-growing regions. The central region is the largest with about 70 percent of
the peach trees and 83 percent of the state's production. The northeastem region has about 23
percent of the krees and produces 17 parcent of the state's harvest. The location of the farm

is ideal as it straddles both regions.

3.0 Products

The Wilson Family Peach Farm is planning to grow seven varieties of peaches and nectarines in
the first three years including the Redhaven, Ishtara, Tenn Natumal, Lovell, Batley, Montclar,
Starks Redlzaf, and the famous Eberta, Once profitability has been established, the farm will
begin to expand into more rare varieties such as the new Guardian, which has been proven to be
well suited to the local environment, Th addition, the owners will dedicate approximately ten
acres to the growing of hybrids such as pluots, which are & combination of apricets and plums,
Trees will be spaced 16 ft apart within rows 20 ft apart. Average yield per tree is expected to
intially ba 132 Ibs/tree. Considering the prime area and some of the proprietary methods the
Wilsans plan to implement, vields are expected to go up to as much as 160 ibsftres. Expected
vields per acre will be around 500 bushels.

With the curent trend toward high- density plantings of the dwarf, semi-dwarf and spur type
trees, careful planning of cultivars (varneties), strains, motstocks, &nd spacing will pay dividends,

Marketing will target the local produce stands that often concentrate on hybrids and are able
to offer higher margins for high-quality fruits. In addition, Mrs. Wilson has started to establish
contracts with distiibutors te local grocery stores. Any dameged fruit that is still edible will be
sald to canning factories,

3.1 Product Description

Peaches are grown an fruit trees {Prunus persical of the family Rosaceae (rose family) having
decorative pink blossoms and a juicy, sweet fruk. Several of its horticultural varieties were
Brought by the Spanish ta North America, where it became naturalized as far north as
Pennsylvania by the late 17th century. The numerous vareties of peaches under culkivation
are generally distinguished as clingstone or freestone; the latter include the Famous Elberta
peach. In the United States commercial peach production centers in California and in the
southem Atlantic states, Elsewhere the peach is cultivated in southem Eurcpe, Africa, Japan,
and Austrafia. The tree is prey to frost and is attacked by various fungi, virus diseases, and
insect pests, against all of which careful precautions must be taken by growers. Purpie-leaved
and double-flowaring forms are cultivated as omamentals. The peach is ¢losely related to other
species of Prunus 2.g., the chemry, plum, and almond. *

The nectarine is a smooth-skinned peach with both freestone and clingstone varieties. K is a
classical example of bud variation. The nectarine tree occasionally produces peaches, and the
peach tree nectarines. In appearance, culture, and care the nectarine #s aknost identical ta

Page ©



Wilson Family Peach Farm

the peach.®

The attractiveness of this fruit is that fresh, high-guality peaches and nactarinas are sweet
tasting and low T calories, with ons medium peach fumishing enly about 37 calories. These
fruit are a2 good source of Vitamin C and yelow-fleshed varieties are a good source of Vitamin A.

Peach/nectarne harvest begins in May, peaks in July, and ends in August.

One of the most critical aspects of frulk farming 5 the post-harvest treatment which can
preserve or destroy its freshness and appeal. Peaches have a post-harvest life of 14 - 28 days if
they are handied properly after harvest. During Dr. Wilson's tenurs at the University of Geargia
as an professor of agriculture, he concentrated much of his research an the post-harvest
treatment of stone fruit. In order to produce the frult with the highest guality, Dr. Wilson will

be devoting a great deal of effort to create the hest envirsnment for the preservation of the
harvest. This includes monitoring of the fiuit's matunty and quality indices, optimum temperaturs
and relative humidity of storage, and rates of respiration and ethyfene production.

¥ Source: Amercan Fruit Producers Almanac.

3.1.1 Sourcing

Site and Soil Requirements

Sunlight, and plenty of &, is the key to maximizing frut production, An area i5 needed where

the trees will ba in the sun most ar all of the day. The early morning sun s particulady

important because it dries the dew from trees, thershy reducing the incidence of diseases. If the
planting site does not get plenty of sun, then you can't expect the best performance from the
trees. Very steep or badly eroded hilisides and arsas having poor air circulation and poar sail
water drainage st be avoided. Alkhough peach trees will grow well in & wide range of soil
types, & deep soll ranging in texture from a sandy leamte a sandy clay loam is prefemed,

Peach trees are extrernely sensitive to poorly drained seils. In areas of poor drainage, rogts wilt
die, resulting in stunted growth and eventual death of the tree,

Most fruit plants, including peaches, grow best when the soil pH is near 6.5, Since the natural pH
of most Georgle so0il is below this level, & is necessary to incerporate lime before planting to raise
the pH to the desired level.

Purchasing Tresas

The old adage "you get what yvou pay for” is an important consideration when buying peach
trees. Often, bargain plants are not heaithy or may not be a variety adapted o your area,

The Wilson's have a relabla source of trees, rootstocks and saplings that has been in operation
for over thirty years.

The Wilsons plan to purchase trees that meet the following criteria:

A healthy one-year-old trea, approximately three ta faur feet tall.
All trees must have a good root system.
Trees that are no more thar two years old. Freguently, ofder trees do not have sufficient
buds on the lower portion of the trunk to develop a good fremewark.
« No trees that appear stunted, poordy grown, diseased or insect injured.

Fertilization
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Wilson Family Peach Farm

Fertilizing peaches starts with adjusting the soil pH to 6.5 before planting. Additional
fertilization using lime and calcium nitrate will occcur in March and August,

Distribution

Farmers who are able to sell to the local produce stands usually are able ta achieve a higher
margin than other campetitors since these stands are usually the place whers buyers go to get
the highest-quality produce and search for rare and new types of cuktivars. In an area such as
Geergia that has such a streng tradition of fruit farming, only the farmers offering the highest
quality are able to break inte this market, This requires excellent {and, and most importantly,
knowledgeabile and sustained management on the part of the farmer. Based on previous
acquaintance and Dr. Wilson's reputation in the agriculture field, Mrs. Wikson has been able to
establish tentative contracts with ten different local produce sellers and with & local
distributer. Final approval of these contracts will depend on the tested quality of the farm's
produce,

3.2 Competitive Comparison

The peach farming industry is highly competitive. Each farm has high capital costs, fow
margins, and & high infensity of competition.

In addition, the preduce is seen as undifferentiated and a "commodity” with Ittle value
separation between competitors, this means that buyer power is very high.

The barriers to entry and exit are moderately high in this Industty. Switching costs bebween
different types of produce are virtually non-existent. However, the costs to entry and exist
the market are usually guite high, However, the advantages of producing at high velume and
reaping the benefits of economies of scale are guite attractive. Once the farm reaches
maxirmiim production, these economies of scale will work toward the owner's advantage.

The large number of competitors in this field including substitutes (which includes almost all other
types of fruit and same vegetables} mean that the pricing for such produce is very

campetitive. The only way to have an advantage in this industry s either serving a niche or a
fow cost leadership principal applied aggressively to all aspects of the business.

3.3 Technology

Durng Dr. Wilsan's twenty years as a professor of Agriculture at the University of Georgia, he
becarme invelved in some of the most leading edge technological and biclogical developments
in the stone fruit growing field. His menogram, Quantitative Maturity and Quality indices for
Freestona Fruits (Bert, Wilson et, al, Agriculture Digast: Spring 1990) has astablished industry-
wide standards for bath farmers and suppliers. It is Dr. Wilson's intention to continue
introducing new procedures and precesses in his farming in order to maintain 3 competitive
advantage and to be an image for other fruit farmers to aspire toward. Much of this will be of
an empirical and statistical naturs in order te identify and establish various trends in disease
and pest prevention {especially in the argaric field). As an example of tha technology to be
used, Dr. Wilson will bagin to utilize the new laser puff te measure the dpenese of peaches. The
instrument, developed by University of Georgia agricultural and biolegical engineers, uses a puff
of air and a laser beam to measurs the firmness of fruit to help fruit growers and packers
deliver a riper, more consistent product to market.
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3.4 Future Products

At the beginning of operations the Wison Family Peach Farm plans to grow established early
harvest varieties of peaches and nectarines in order to be first to market during the year of
American grown fruit. As the farm starts producing a profit (estimated sometime around year
four} tha farm will start producing some of the newer varieties such as the recently developed
Guardian, which is Far better suited for the locat environmental conditions than cther vareties,
sven the well established Flberta variety. The farm will also start producing hybrid for the small
niche market of specialty fruits in order to produce a higher margin,

4.0 Market Analysis Summary
The United States provides about one-fourth (25%) of the world's total supply of fresh peaches.

Feaches are the third most popular fruit grown in America. Peaches account for more than 70
percent of all stone fruit produced in the U.S. South Carolina and Georgia follow California’s 72
percent share of peach production at a far distance, averaging about 6 and 4 percent of the U.
5. total over the past three years. In 2000, the Georgia peach crop totaled 115 million pounds
and brought in $41.7 million. In addition to the Efberfa, Georgia now produces more than 40
commercial varieties of peaches.

Domestic and export prices for stone fruit in 2002 depend on severaf factors and cannot be
predicted with certainty. Last year, grower prices for plums and nectarines averaged lower

than the previous vear, while grower prices for peaches averaged 3 percent higher, even with
the larger crop. Much of the increase sprang from higher prices for processing peaches, and
prices For fresh-market peaches averaged slightly lower. Although supplies in Geergia this summer
are expected to be ample to meet summer stone fruit demand, reduced praductien and good
guality may push up stone fruit prices from last year.

What could also help boost prices are export markets as strong as Jast year's, when U.5. exports
of fresh peaches [including nectarines) and fresh plums were up 15 percent and 12 percent

fromm the year before, Shipmants to all three major U.5. markets for fresh peaches were up
{Canada, 1 percent; Taiwan, 29 percent; and Mexico, 42 percent}, as were shipments to the
two major export markets for U.5. fresh plurms (Canada, up 2 percent; and Taiwan, 16

percent). Plum exports to Hong Kong were steady. Although Japan opened its market iast year
for the first time to U.S, fresh nectarines, & did so lste in the season; domestic supplies were
already scarce and only & small volume was shipped. This summer, the Japanese market will cpan
for U.5. nectarines arcund Jupe 15, according to CTFA, when U.5. supplies are ample. On the
downside, poor economic condittons in Japan and slower growth in Taiwan this year may

weaken demand for U.5, stone fruit. Last summer’s retail prices for fresh-market peaches
averaged 1 percent below 1999, but B percent above the average of the last five years {1995-

39},

This year, freezing ternperatures throughout the Southeast in early March damaged soma
peaches in northern Georgia. As of the last week of April, 70 percent of Georgia's peach crop
appeared to be in good condition; 81 percent of South Carclina's peach crop appeared to ba in
fair to good condition. Harvesting of early peach varieties started the week of April 15, early
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nectarine varieties a week later, and early plum varieties around mid-May.

Source: USDA Agriculture Outlook, June/July 2002

4.1 Market Segmentation

Wilson Family Peach Farm plans to sell its crop to three main buyers. In order to keep its profit
margin high, the Wilsons will concentrate on selling the majority of its fruit to the local produce
stands which are able to charge more for the higher quality fruit. Most of the rest of the fruit will
be sold to local fruit packers and distributors that then resell the fruit to grocery stores. Finally
any fruit that does not meet the gquality/maturity standards of the other two buyers will be

sold to canneries,

Table: Market Analysis

Market Analyss

Year 1 Year 2 Year3 Year4 Year 5
Potential Cusdomers Growih CAGR
Local produce dands 1% 100 101 102 103 104 0.99%
Local distributorsigrocery stores 1% 18 18 18 18 18 0.00%
Canning companies 1% 4 4 4 4 4 0.00%
Total D.81% 122 123 124 125 126 D.81%

Market Analysis (Fie)

4.2 Industry Analysis

B Lol produce stands
B Local distributorsigrocery stores

] Canning companies

The is a wide range of industry participants in the fruit business, from large corporations and
co-ops to small farms specializing in fruit, to small farms that sell fruit directly to the buyer
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from & small number of trees. This makes for a very fragmented indusiry where it is difficult to
generafize strengths, weaknesses, competitors, and oppeortunities. Attempts to consolidate the
industry in the past have been of only imited success because of its capital intensive nature and
govermment invelvement in promoting family-style farming.

Distribution of fruits generally involves sale of large volumes to highly consolidated packers and
canners who have a large influence on the individuat farmer, Because any small farmis such a
small percentage of the total volume that distributors deal with, switching costs for
distributors are Jow and therefore smalt farmers use focal groups such as co-ops to sell their
produce. Small farms are able to direct self through vertical integration {owning produce
stands} or sell to small distributors.

4.2.1 Industry Participants

The stone Fruit Farming industry is highly fragmented with a large number of industry

participants ranging in size from very large corporate farmes with hundreds of acres and employing
significant migrant workers during the harvest season to the small fFamily Farms that are often
smaller than a hundred agres and have less than ten laborers per fam.

4 2.2 Main Competitors

There are approximately 1,300 different peach farmers of alf sizes in the Georgia/South Camclina
area. Due to this large number and the inability of any one industry participant to effect
market price, the Wilsen Family Peach Farm does not have any specific rivals to compete over
market share or important customers,

5.0 Strategy and Implementation Summary

It is the strategy of the Wilson Family Peach Farm to capitalize en the extensive agricultural
knowledge of Dr. Wilson and his well established reputation in order to produce and market
high-quality peaches/nectarines. Furthermare the Wilsen's plan to develop and produce new
varieties and hybrid fruit to introduce to the general public, This will be done through Dr. and
Mrs. Wilson's own research and by allowing University of Georgia staff to use limited acreage
for experimental purposes,

Promation of sales wili be through the various lecal farmer's co-ops and groups that will act as
the brokers between the farm and the distributors,

5.1 Competitive Edge

Wilson Family Peach Farm's competitive edge is the agricukural knowladge of Dr. Wilsan and his
close contacts at the University of Georgia Agriculure department that offers the apporfunity
to introduce new methods and processes in stone fruit farming well in advance of other local
farmers.

Page 11
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5.2 Marketing Strateqy

Marketing is the most important factor to be considered before venturing into the orchard
business. The hard facts are that to be profitable, a smali, new operation needs to be refated

te a retail sales outlet either on the farm or in a community nearby. In view of cumrent retail

and wholesale prices, the wholesale fruit business is too hazardous for a newcomer to justify the
risk involved, There is 3 "lobber" market, in which you as a grower may self directly to retail
markets in nearby cities, While this is by definition "wholesale,” it provides better ratums than
the regular wholesale marketing channels.

The processing and juice markets are chronically too low priced to be considered, unless &
specialty market is pursued, It is at present a way of salvaging off-grade fruit.

For retail sales or pick-your-awn to he effective and profitable, the farm location in relation ta
an adequate population base is very important. Competition: Is there 2 window of opportunity
in your community? Is there room for another retail orchard operation? Of course, aggressive
marketing can make rogm, but safes are much easiar when compet ition is reduced. A
community wilf oply consume so many apples. If more than that amount is produced, then the
surplus must be "expaorted.”

Three of the primary success factors in this type of operation are: location, location, and
location, Good, well-traveled roads - close to a population center - and an attractive,
accessible, convenient site are all-important factors, too. OF course, these factors will not
bring success without good management and marketing strategies.

5.3 Sales Forecast

The forecasted yields are approximately 500 bushels per acre and the assumed price par bushel
is $15.08 based on a five year average. These assumptions are also a conservative estimate
based on yields averaged over 2 ten year timespan to incorporate variable weather pattems.
Al profits are earned in the late winter early fall months as the owners begin to sell 90-day
futures contracts on the crop. Peach and nectarine harvest begins in May, peaks in July, and
ends in August,

The Foliowing table and charts cutlines the sales forecast for Wilson Family Peach Farm for the
rnext three years.
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Wilson Family Peach Farm

Sales Monthly
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Wilsen Family Peach Farm

Table: Sales Forecast

Sales Forecas

Year 1 Year 2 Yeard
Sales
Praches B2ud (it 5411 260 TSLL Tl
Wectaines 542 000 £43,830 A4 140
Tota! Sales £341 100 $354 B4D [ETTREEY
Tirecl Gost of Sales Year 1 Year2 Yeard
Feaches F88. 708 $43 JHB Foh 31
Neclannes 12,644 $13104 $t3602
Subtolal Direct Dot of Sales $102, 200 $106 302 $ET0 A9

6.0 Management Summary

The Wilson Family Peach Farm will be operated by Dr. Jared Wilson and his wife, Susan, Durng
the harvest seagson and other times of need, the Wilsons wifl hire contract laborers at minimum
wage ta assist them, These laborers will probably number ne more than six people at any one

tirne. All accounting and bookkeeping will be cutscourced.

Dr. Jared Wilson is & native of Georgia, having been hom in White Creek in 1947. He attended
the University of South Carolina where he obtained his Bachelors of Science in Horticuiture in

1968. He subsequently did five years of research threughout the American Southeast,

concentrating on upgrading seil testing techniques. In 1978 he completed his P.h.D in Agrculture

at the University of Califomia, Davis. He became assistant professor at the University of

Georgia in 1980 and assumed the chair of the James F. Orcott Professor of Agriculture there in
1985. Throughout his career he has continually worked on fruit research, with his most important
waork being in creating quality and maturity standards for most stone and citrus produce. He

has a farge number of research papers to his credit and has an international reputation as one of
the finest researchers in fruit production and methods. He has consulted for the U.S. Department
of Agriculture at various times and is the president of the American Frut Growers Association.

Mrs. Susan Wikkon was bom in San Jose, Californiz and graduated from the University of
California, Davis in 1579 with a degree in nutrition. She ohtained her Masters degree in

nutrition at the University of Georgia in 1981. She subsequently worked at Mercy Hespital in
Athens, Georgia advising patients on eating disorders. Mrs, Wilson is a member of the American
Nutritional Educator Society of America.

Tabie: Persontied

Pemonne] Plan

Year t Year 2 Year
Fayioll 514,000 %000 H12,000
Qther %0 $0 $0
Taotal Peaple 1 1 ]
Tokal Fayml $14 000 58,000 12,000

1.0 Financiat Plan
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Wilson Family Peach Farm

The financial future looks healthy for Wilson Family Peach Farm. Margins are higher than for
typical fruit farms, because the Wilsons are focusing on growing hybrid fruit that are more
difficult to grow, but produce a tastier fruit. In addition they will sell to the local produce
stands which are able to charge more for the higher quality fruit.

7.1 Break-even Analysis

The farm's Break-even Analysis is based on its running costs, including payroll, and its present
fixed costs, not including the expenses associated with the farm's planned expansion in 2004,
All units are in bushels.

Table: Break-even Analysis

Dreak-even Analyss
Maonthly Revenue Dreakeven 512,650
Azmimplions
Average Percenl Vanable Cod 0%
Esimated Monlhly Fixed Cosl 58,860
Break-even Analysis
»
F6,000 . -
d L
$4,000 .#_,....
$2,000 - o
.
$0 .’._.,.-*'
($2,000) o
s
(4,000 r-ga
(FG,000) ,-"
o
($8,000) o
P !
30 4,000 $8,000 $12 000 F16,000 F20,000
52,000 $6,000 F10,000 F14,000 18,000 F22,000

7.2 Projected Profit and Loss

The Projected Profit and Loss for the Wilson Family Peach Farm has an average gross margin of
about 35-40%. Th expenditures are based on the following data provided by the Georgia State

Agriculture Division.
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Wilson Family Peach Farm

Average Expenditures on Georgia Farms, Percent of Total Expenses by Category

Capital 8.5%
Energy 4.5%
Feed & Hay 23.0%
Fertilzer 5.0%
Hired Labor 9.0%,
Interest 7.0%
Landlords 2.0%
Livestock 6.5%
Marketing 6.0%
|Other Misc 14.5%
Pesticides 4,5%
Repairs 4.0%
Seed 3.0%
Tax & Fees 2.5%
332,000
323,000
524 000
$20,000
FE,000
$12,000
FE,000
F4.,000
B0
($4,000)
(8,000

Morth 3 Morith 5 Month 7 Month 9
honth 2

Profit Monthly

Month 4 torith & Month &
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Wilson Family Peach Farm
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Wilson Family Peach Farm

Gross Margin Yearly

$240,000
$210,000
$180,000
$150,000
F120,000
90,000
$60,000
$30,000
30
Year 1 ear 2 Year 3
Table: Profit and Loss
Pro Fonna Frolil and Loss
Year1 Year 2 Year3
Sales $341,000 $354 54D $368,116
Direcl Cosl of Sales 102300 $106,392 $110,435
Other Production Cxpensas &0 50 30
Total Cod of Sales 102,300 F106,392 110,435
Gross Margin £238,700 $248 248 $257 581
Gross Margin % T0.00% T0.00% T0.00%
Expensas
Payroll 514,000 58,000 512,000
Sales and Markeling and Other Expenses 536,625 %41,000 41,000
Deprecialion £3,200 $5,000 $5,000
Leased Equipment 0,000 38,000 $8,000
LHilities 54 600 £6,000 36,000
Insurance $13,800 14,400 $14 400
Rent £24 000 $24 000 $24.,000
Payroll Taxes £2,100 $1,200 $1,800
Other 50 30 50
Total Opemating Expenzes 5108 325 107 600 5112200
Profit Before Interest and Taxes 5132315 140,640 5145481
FRITDA £135,575 £145 648 $150,481
Interest Expense 511,037 28,450 86,300
Taxes Incumed 36,401 $39 650 541,754
Met Profit $84 938 £92 539 507 427
Met ProfitiSales 24 91% 26.09% 26.4T%
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Wilson Family Peach Farm

7.3 Projected Cash Flow

The following is the projected Cash Flow for Wilson Family Peach Farm.

$210,000
$160,000
$150,000
$120,000
$90,000
$60,000
$30,000
30
($30,000)

honth 1

o
=
E
)
=

Wonth 3

Morth 4

Cash

wl])

Morith 5

onth 6

Wanth 7

Worth &

konth 9

Morih 10

onth 11

hionth 12

B netcash Flow
B cashBalance
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Wilson Family Peach Farm

Table: Cash Flow

Pro Fomma Gash FHw

Year t Year2 Yeal 3
Cash Received
Cadh fiom Cpomalians
Cadh Sales $5% 160 4§53 196 §05 2T
Cash hioin Receivablas %289 ARG $301 444 $312,899
Subkotal Lash from Opctalions L& RITT] Fand g4l £38H118B
Additional Cash Rectived
Sales Tax, VAT, HST/G5T Received $u $0 &0
Mow Curent Bomowing 30 $0 £
Meew Cher Eizbilities (intems.free) $0 k2 %0
Mew Long-tem Liabilites 0 30 30
Sates of Cther Cument Assets 30 30 0
Sateaof Long-termn Assets 3n 50 $0
Mew Inve dment Received $20,000 50 $0
Sublpial Cazh Received 5381 000 $354,Eliﬂ Sﬂvﬁﬂl'f'fﬁ
Expendifures Year 1 Year2 Year 3
Expenditures fram Operations )
Cach Spending $14.000 $2.0nn $12.000
£l Payments $241 485 $240, 181 754,320
Sublaial Spent aon {nemations [FETELT) $24B, 131 266,320
Addiional Cash Spent
Sales Tax, VAT, 1ISTAEST Pard Ot 3D 50 30
Principal Repaymeant of Carent Borowing 312000 £12 00i 51,000
Cither Liabililies Principal Repayment 0 £0 30
Long-term Lizbifities Principal Repaymenl $15,0aa 15,006 $15 040
Purchase Gther Cement Awsebs k] £40.008 $10,000
Purchase Eong-tem Asety £724 000 £50,000 : 11|
Dividends 50 50,000 E |
Subfalal Cas apent $306,458 LXEIRER] R L]
Met Cash Flaw $54 541 (60,541} 575,795
Cach Balane $t82 261 BT 730 TIO7 DiG
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Wilson Family Peach Farm

7.4 Projected Balance Sheet

The following table shows the Projected Balance Sheet for Wilsen Family Peach Farm.

Tahle: Balance Sheeat

Feo Fonna Balance Sheet

Year1 YuoarZ Yaar 2
Asels
Cumenl Asrals
Cach F187 781 $129 720 197 516
Accounts Recejivable 30 30 50
Inventary 33310 314,672 815,200
Oiher Cument Assets 30 40,000 S50, 000
Total Cument Aswets B840 5T $176, 3102 $262, 716
Lang-lemn Azsets
Long lemm Azl $164 280 £794 280 214,280
Accemulaled Preprecalion #3200 0,208 $13,200
Total LongLem Asils FEE1 050 $206,080 $20t UBD
Total Assats 351 65 $I02, 472 346%, /28
lLiahilities and Capital Year T Year 2 Yedr 1
Current Liabdliies
Accaunis Payabls £5.T15 £20 997 Fau B95
Curent Bowowing $13.008 £1,000 $0
Gther Current Liabilities $25 000 $25,000 325,000
Subfotal Lument Liabiies $42, 715 A5 Gay 345 EB4h
Long-temn Liabilitics 385,000 70,000 355,000
Total Liabilities 3128715 $116, 000 5100825
Paid i Capilal $195,000 3185 000 %1585 000
Retaired Eamings {$57 0040} (872 064} 570,475
Faminga $84 930 $92 530 $97.427
Totat Capital §222 G35 L2685 475 $252,502
Total Liabititics and Gapilal £351.651 L302 4% 3453, Fuk
Met Worth 222 335 $2BRATE $382,002
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Wilson Family Peach Farm

7.5 Business Rafios

Business ratios for the years of this plan are shown below. Industry profile ratios based on the
Standard Industnal Classification {SIC) code 0175, [Other Noncitrus Fruit Farming {except
apples, grapes, berres, and fruit{s} and tree nut{s} combinations}], are shown for camparison.
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Wilson Family Peach Farm

Tabie: Ratios

Hatio Analyas

Year 1 Yoar 2 Yeard [recfugtry Profile

Sales Giowdh f.a. 4 00% A AN Too%
Parcent of Tofal fesals

Arconnts Receivable {.101% 0.00% 0.0E%: #.36%
Ieverntony 7.36% 3.84% 3.28% 5.81%
Other Cument Asets 1.H0% 10.46% 0. 78% 26.10%
[otat Cugent Asets 54_195%: 46.12% 56 G4% 44 27%
Lingdaim Aoats 45 8% £3.BA% 43.16% B8 7%
Total Azsets 100 D% 100 0% 100 B 10{.00%
Cunem Liabifilies 12.43% 12.29% 9.90% 21.43%
Longtem Liskilllies 2 1T% 10308 11.86% 29.04%
Tokal Liabilities 36 604 40 L 21.75% S0.47%
et Woth 43.40% 504 1% T8.25% 49 53%
Percent of Sales

Sales 160 Q0% 100.00% RETTTNITITT 100.00%
Gnoss M T0.00% 10000 T0.00% 5062%
Sefling, Geoceal & Adminidrative Expensas 35 83% 35.32% 35.03% I501%
Adveitising Expenses 1.76% 2.26% 217T% 0.27%
Profit Before Intered and Tases 3E82% 38.66% 349 5a% 1.85%
hfain Ratios

Crirrerl 4. 38 375 L2 .35
Cuick 417 344 H 1 D67
Total ki 1o Talal A=ats 36 B0% 30.50% e A G0.07%
Pre-tax Retum on ket Wl £4.43% 45 804% 3B.35% 0.R1%
Pretax Retam on Assels 34 51% 34 56% A0.101% 214%
Additionat Hatios Yoar i Year 2 Yeard

el Fiokil Bamgin 24 1% Zh.06% 206 9T% na
Return on Equity 34.10% 34_86% 26 85% na
Activity Ratios

Accounts eceivable Tuinawer [1I4] 000 .06 n.a
Collection Days B o 1] n.a
Inventony Tuinaver ¥.ad 3258 739 1.8
Acvounls Fayable Tumover 4325 1217 1217 .=
Paymen! [ays ar 18 k1 na
Tatal Amgel Tumaver 04.97 093 4.7 n.a
Dbl Hatios

Bebl b Net Worth .58 044 0.2a n.a
Curenl Liab. to Liab. AR D40 nAS na
Liquirdity Rattos

Ker Working Capitak $146 BLEG 5129385 52108, 822 n.a
Inled Coverage 11.99 1G.64 2308 fa
Addiianal Halios

Ameisto Sales 1.03 1.08 1.26 n.a
Cument Debt otal Assats 12% 12% 0% n.a
Ari Tedt 417 344 5.20 na
Sales’Mel Worth 1453 1.34 1.0 na
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¥Wilson Family Peach Farm

itvidend Payout [EX]4] 054 0.4 na
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Appendix

Tablo: Sailes Fararast

Sabes Fowpaetk T T T e e e—e—— —_
Lbah Werm 2 Masih 3 Woaht Wbrth 3 Yanh & Manh T kenth B Morh 3 Mnh 10 Meerh 1 bnih 32
Salas
Feodon T L2021 ] FUHTE Y T L3152 B W i Hi 4 i i
Becnriees % £5000 §17 S0 12000 $50m i it o] il i 0 Ll
Toal Eoe Y [0 TETRJHAE E 75T [ZHIC] LREE Y 4] 0 i) 4] i L]
Tz (erlcd Slog Mk 1 Morh 2 ¥onk ] Mepth 4 Monh 5 Wbnk B LT hech & Monhd L] honh 11 Mok 12
Puaches o EEAE 1T I -0 B -1 1| pLEEE LT i1 i o 3] £ R I
Heclannes $1500 £3000 530 £3500 §1.500 i o] ] W ] 50 L3
D e . LR KT I S r ey (T : U'—ﬂm_ ......... 0 3T ﬁ i m T
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Appendix

Fabis: Pelsennel

Ferecnine Pan

Wenth £ Mank 7 Unhl Mo d Wanikr § Merch & kT Mank 8 Mahd  BehIl Moh 1] Kbk 12
T ™ ) W 35030 30 (%151 FAL) $3LE TR I §0 I i
Othes 1] 1] 50 ] 50 2] it ¥ w 5 ] 50 i
Tl Fecple T i] M T T 1] Ty T T T T 1
T Foph & A W OSTANT ST R T (A &0 i L i
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Anpendix

Table: General AssiHmlions

‘el Femamminng

Marh 1 Yonk 2 Mah Marh 4 Ahnh 5 Manh & Marh 7 Mo B Mok Menth [ Yonk 1t Monh 12
Pan ¥orh T 2 k] L] gy T [] Ty L i} N
Cumend nkresi Fake 19004 103 10 10H% 1000 105% M 1000% 00 107 M 10H0%
Lengnmisierc Ak 100 HITe i) 1A% 1% 050 100% DS 0% 1050 10505 0% 101%
Taz Fae Y k(111 K T E[ITHre N LTI M Jagax % DK Anniu %
ar B | T T i [ T [ | T [1] B T
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Appencix

Fabie: Profit and Loss

Prutorm Poiland Loes
Wk T Mah 2 Wbk 3 Monh 4 Morh 5 Lnk B Manh T M & Mkl Mot I Mot 11 Monih 12
Silen S5 o L] T3 SR $4T 006 524 M0 -l kL] 0 u ¥ H]
ThmgtCoalalidee 7777 TTATERA 3L 200 FYEE) L I ATATIF ET] EM] 111 TR 2] TF 1]
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U T T TLA F-53: 7V R 331 I LT S $TE I A 1Y &if W W [ Hij
Grines bargin EXEEN) 300 ] SRUEDD kL] 216 500 il HI] 20 21| 4l H]
Troe bigm 5 T % T, His Tleiine T Faoos % 110, 100% 0% [IEH: S [iT
P L 0] L) HiE Y SR EIRR T3] fpd ST i i3 ]
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Appendix

Tabhe: Casl Flow

TCach Bniare

Peo Form Cach Row
¥ank 1 Mot 2 Mh Kbl 4 M 5 Monk§ Month 7 Marh 3 #hhd  MoaR10  Monk 1 Month 12

C-ad'lﬁt?wr.led
{ash FomCpavaliane
Cach Sk 36,750 sarm §11.250 Lav e ] LT R 530 L) HIl D) 21| i0 Ll
Codh hanFaxnabhe it 21275 LEINNE 256,213 LE417A LIR R I5] R Ll FEN] 2+ Edl 40 wn
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Hovm Crotrean| Bourtwing L) 0 HH il 50 0 il Hi3 o] 13 A1) L]
flerw Dbrer Lisbiiies (inierectfes) i Ll HI # 1] il o] HI 30 4] 1) 4]
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Appendix

Table: Balanca Sheet

7o Firmia Balance Sozed
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