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By Bob Naerebout

IDA Leadership Changes

Change is inevitable and understandable, but that does 
not make it easy when it comes to changes in Board 
representation. IDA is an association that relies heavily 
on Board Members and Board O�cers to provide the 
direction we take to remain a viable organization to 
Idaho’s dairy producers.

This year, two Board Members determined it was time 
to spend more time focusing on their families and their 
dairy operations and to not seek re-election to the board. 
Those Board Members; Greg Andersen from American 
Falls and Tony Vander Hulst from Wendell, the current 
IDA President, are due a well-deserved thank you 
from the IDA membership and allied industries. 

Greg Andersen is an owner-operator of Seagull Bay 
Dairy in American Falls. Established in 1980, Seagull 
Bay Dairy is owned by Alan and Norma Andersen, Ben 
and Robbie Andersen, and Greg and Gwen Andersen. 
Greg has served on the IDA Board since 2011. Greg’s 
father, Alan, also served as an IDA board member. 
Greg and his wife Gwen have six children, hopefully in 
training to be future dairy industry leaders. 

Tony Vander Hulst is a partner in West Point Farms 
and was first elected to the IDA Board in 2008. Tony 
has served eight out of his nine years on the IDA 
Board as an O�cer. First elected in 2009 to serve as 
the Association’s Vice President, he was elected by the 
board in 2012 to serve as President and has held that 
position for the past five years. Since 2000, IDA has 
had five Presidents and during that period Tony has 
held the position longer than any of his predecessors.

Under Tony and Greg’s leadership, there have been 
numerous changes at IDA. The most notable has been 
the increase in sta�ng to meet the needs of the Idaho 
dairy producers. In the past few years, IDA went from 
being staffed by Bob and Rick Naerebout to today, IDA 
has added three and a half more employees with expertise in 
both environmental sciences and worker training and safety.

 The 2017 IDA elections brought two new Board 
Members to the boardroom. Chris Stevenson, the 
son-in-law and business partner of Dave and Tobi 
Veenhouwer, from Jerome, and Kim Wolfley from 
Blackfoot have been elected to the seats formerly held 
by Tony and Greg. We welcome Chris and Kim to the 
board and are excited about their addition.

IDA is also experiencing leadership changes to its staff. 
The Idaho Dairymen’s Association, Inc. (IDA) and 
IDEAL, Inc. Boards of Directors are pleased to 
announce Rick Naerebout as Chief Executive O�cer 
(CEO) of IDA.  

“Rick has proven to be an industry leader during his 
15-year tenure with IDA, and particularly throughout 
the changes IDA has untaken these past few years,” 
said Tony Vander Hulst, IDA President. “He has been 
integral in identifying, hiring, and managing the highly 
qualified staff that have been added, and our board 
has full confidence in his leadership capabilities to 
meet the changing needs of our industry”, he added.

As CEO, Rick will be responsible for the day-to-day 
operations of IDA, IDEAL, and IDA Consulting Services. 
Bob Naerebout, who has served as our Executive Director, 
will continue in his relationship with IDA and will be 
the lead in government affairs. He will also continue 
to serve on the various national boards he has been 
appointed to, representing Idaho dairymen in areas of 
stewardship, sustainability, and immigration reform. 

Rick grew up on his family’s dairy farm in McBain, 
Michigan, where he learned the value of hard work, 
integrity, and an appreciation for agriculture that can 
only be learned on the farm. He moved west with his 
family after the dairy was sold in the late 90s and shortly 
thereafter began a family and his schooling at the 
College of Southern Idaho and Idaho State University. 
Naerebout has been married to his wife Angi for 17 
years and together they have three daughters.
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The United States Congress has made progress this 
week on two major policy issues of interest to the 
nation’s dairy industry. First, the Judiciary Committee 
of the House of Representatives passed its Agricultural 
Guestworker bill, nicknamed the “AG Act,” and the 
House and Senate have taken the first steps toward 
major reform of the federal tax code.

IDA is working on the AG Act that would set up a new 
H-2C visa program that dairy farmers could use to 
access legal, foreign-born workers for year-round jobs. 
The current H-2A program requires both the job and 
the worker to be temporary and seasonal and allows 
stays only up to one year with the exception of workers 
who work in sheep and goat herding.

The legislation passed by the House Judiciary Committee 
would feature an expanded role for USDA in the new 
visa program. There would be a six-month period for 
rulemaking following the bill becoming law. Current 
workers can apply for an H-2C visa regardless of their 
past work authorization status.  

Visas would be good for a 36-month period initially 
and can be renewed for 18-month periods. All visas for 
temporary or seasonal work would be for 18 months. 
Visas of both lengths require a 45-day “touchback” 
which can be done cumulatively.

The bill would require an initial touchback for “a period” 
during the first six months after the worker obtains 
a new visa. Current workers would be required to 
leave the country before applying for an H-2C visa. An 
annual numeric cap of 450,000 visas, compounded by 
10% each year the limit is met, would apply. There 
are 40,000 of the total visas reserved for meat and 
poultry processing workers. Current workers who 
transition into the new program would never count 
against the cap. 

As it stands now, the bill does have some flaws. There 
were some amendments added in committee that are 
still being evaluated. IDA will be working with the 
Idaho congressional delegation in the coming weeks 

to make improvements to the bill as it now moves to 
the House floor for a vote and then on to the Senate.

Added to the mix on immigration reform is the need 
for Congress to take up legislation to resolve the 
President’s order ending the Deferred Action on 
Childhood Arrivals (DACA) effective March 6, 2018.  
Democrats favor a plan to allow those young adults 
brought to the country illegally as children that includes 
an eventual pathway to citizenship. With the exception 
of the small number of Republicans who will accept 
nothing less than the deportation of 11 million people 
currently in the country without proper documents, 
most in the GOP favor work authorization for those 
young adults often called “DREAMers.”

A few weeks ago it was thought a deal could be made 
for legal status for those DACA recipients in exchange 
for some improvements to border security. That deal 
now seems less certain. The potential risk for agriculture 
is that legislation to mandate the use of the E-Verify 
system by employers could be drawn into a deal to fix 
DACA. Agriculture continues to work very hard to see 
that Mandatory E-Verify legislation does not move 
forward until a workable bill to resolve the ag labor 
crisis is enacted. IDA has consistently emphasized the 
point with the members of the Idaho congressional 
delegation that E-Verify, without an effective fix, would 
be devastating to dairy producers in the state. We continue 
to ask that they engage their colleagues with that message. 

The House of Representatives is also working on tax 
reform. Both the House and Senate adopted a budget 
proposal this week that will allow tax reform to pass 
in the Senate with 51 votes instead of the 60 needed to 
break the expected filibuster.

The Republican plan is to reduce the number of brackets 
to three or four, double the standard deduction to 
$12,000 for single taxpayers and $24,000 for a married 
couple filing jointly. Itemized deductions would be 
limited to those for charitable donations and home 
mortgage interest and the estate tax would be eliminated. 
At this time, the end of the deduction for state and 

Federal Dairy Issues Update
By Charlie Garrison



local taxes has some Republican lawmakers from states 
with high income tax rates balking at supporting the plan.  

GOP leaders are reportedly at least considering keeping 
a top rate bracket in the 40% range for very high income 
taxpayers to try to lessen some of the rhetoric about 
the plan being mostly a “tax cut for the rich.” Discussions 
about new limits to the tax-deferred status of contributions 
to retirement plans have exposed a rift between the 
White House and at least some congressional Republicans. 
The President has been vocal in his preference for 
making no changes to the current tax treatment of 
401(k) plan contributions. 

The GOP plan would reduce the corporate tax rate 
from 35% to 20% and reduce the rate for “pass-through” 
corporations to 25%. The Section 199 deduction would 
be eliminated in exchange for the lower corporate 

rates. Cooperatives that have typically distributed the 
benefit of Section 199 deductions to their farmer- 
owners are protesting that change loudly. Deductibility 
of business interest would be partly limited. The plan 
does not contemplate changes to the use of cash 
accounting by farms organized as corporations or to 
1031 Exchanges.

Congressional Republicans and the White House agree 
they want to get tax reform done as soon as possible. 
They have set Thanksgiving as the deadline. That is 
less than a month to get the first major overhaul of 
the federal tax code since 1986 passed and signed into 
law. That is an aggressive schedule but Republicans 
sense they need a major legislative accomplishment 
before the end of the year and the tax reform should 
be an issue where there would be some common ground.
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By Mark Fetzer, JD, MBA

Stepping Over Dollars to Pick Up Dimes
Paying taxes is painful. We all hate to write a check to 
the IRS, however, sometimes paying taxes is more 
important for operational health and long-term wealth 
generation than spending profits to avoid them. The 
fundamental flaw of spending profits to avoid taxes is 
that you need to spend approximately $100 to save $20 
in taxes. While this may seem appealing when you think 
about being able to purchase a new truck, feed, equipment, 
or other operational assets, you are effectively stepping 
over dollars to pick up dimes.

For example, if I own a dairy with 1,000 head, have a cull 
rate of 35%, and a sale price of $750/head in 2016, I would 
clear $247,500. Typically, this amount of income would 
push me into either the 28% or 33% tax bracket with a 
federal tax liability of between approximately $69,300 
or $81,675.  However, as cow sales are taxed at the 
capital gains rate of 15%, my federal tax liability drops 
significantly to approximately $28,182, leaving me with 
$219,318 after-tax profit. Although it may be painful to 
write a check for $28,182 to the IRS, in order to save 
this amount I would need to spend the full $247,500.  
In other words, I need to spend $1 in order to save $0.11 
in taxes. 

True wealth does not come from spending your profits 
to avoid taxes. True wealth is only generated from after- 
tax dollars. Regardless of how hard we try to prevent 
it, Uncle Sam will always take his pound of flesh. To 
become cash rich, where our bank accounts, investment 
accounts, and other wealth accumulation vehicles show 
significant accumulation, and not just paper rich, where 
you are sitting on business assets that are offset by huge 
lines of credit or other debt obligations, you need to pay 
some taxes. In fact, writing a check to the IRS indicates 
you made money during a given year rather than 
deferred your tax liability until you sell out of the 
business or tap assets for retirement in some other way.

Some downfalls to spending profits to avoid taxes are:
1. Credit – spending profit at year end just to avoid taxes 
skews your balance sheet results. Banks may take issue 
with how this looks from a lending perspective and push 
harder to understand why you are operating in this 
manner. In good times, when credit is easy to obtain, 
you may not have any issues with this, however, if there 

is a downturn, you may find yourself fighting to keep your 
line of credit to stay in operation. Paying some taxes on 
profits and investing those wisely will do more for your 
business in the long run than spending profits to avoid taxes.

2. Opportunity Costs – by spending profits at the end 
of the year you hinder your organization from being 
nimble and ready to take on new opportunities. An 
opportunity for increased sustained growth could be 
passed on due to a cash shortage or limits on lines of credit.  

3. Deferral – it may feel good to not write a check to the IRS, 
but instead, you have just pushed it down the road. If 
your effective tax rate decreases in the future when the 
deferred tax bill comes due, you have made a great choice, 
but if the tax rate increases, you have lost money. Although 
it is uncertain what congress will do, considering the 
financial state of our government, in the long run, it 
would not be surprising to see the tax rates increase 
rather than decrease.

4. Financing Purchases – This is the ultimate in tax 
traps. If you spend your profits to avoid tax by buying 
equipment or other assets, while you are still hurting 
your business and ultimately your long-term wealth, 
you are exacerbating that harm if you finance any portion 
of year-end purchases. The only way you can repay debt 
is with after-tax dollars. If you continue to spend profits 
to avoid taxes, your basis in the partnership may be 
negatively impacted, resulting in a potentially larger 
tax bill in the future.

It is time to start thinking strategically about dairy 
profitability. By taking advantage of the favorable tax 
laws governing capital gains and tax strategies to offset 
your tax liability, you will be able to reduce your overall 
tax liability while creating more opportunity and stability 
for your dairy. With after-tax profits, you will be able 
to grow your business capital to hedge against economic 
downturns and be able to take advantage of growth 
opportunities. Furthermore, by strategically redeploying 
after-tax profits you will be able to grow your business 
or create tax-free wealth to enjoy after retirement. Please 
consider talking to your tax advisor about strategies to 
preserve and grow your wealth rather than stepping 
over dollars to pick up dimes.  
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By Stephanie Kulesza, PhD

Phosphorus Indexing

Hello Dairymen!
 
Rulemaking for Phosphorus (P) Indexing wrapped up 
in late August. The state legislature must approve the 
rule changes next legislative session before the 
transition to P Indexing begins. There will be a five 
year rollout period for this new nutrient management 
standard, where dairymen can opt to transition to P 
Indexing or maintain the current threshold for nutrient 
management planning purposes. There is some 
discussion about allowing a dual system; P Threshold or 
P Indexing. The Idaho State Department of Ag felt 
consideration of a dual nutrient management system 
was beyond the scope of IDA’s rulemaking request 
made this summer. The five-year rollout window will 
allow that conversation to be completed before any 
producer is required to convert to P-Indexing.

To ease concerns about transitioning to the P Index, 
I wanted to explain how it was developed and the key 
components for Idaho’s dairymen in this month’s 
newsletter and during our January/February District 
Meetings. While a P Index is a bit more involved than 
a simple threshold, there are several reasons why it is 
a better approach to nutrient management.
 
Who was involved in writing this index?
Several scientists from the USDA Agricultural 
Research Service Station in Kimberly, Idaho were 
involved in writing this index. Drs. April Leytem, Dave 
Bjorneberg, and David Tarkalson have all worked 
extensively on nutrient management related issues in 
Idaho, including irrigation management, manure 
management, fertilizer recommendations, etc. Also, 
there were four nutrient management planners 
involved in this process: Matt Thompson, P.E., Bob 
Ohlensehlen, Marsha Neibling, and myself. With the 
knowledge and experience from the research scientists 
and nutrient management planners, the index was 
catered specifically to Idaho’s current conditions, 
and most of the planners ran a cross- section of 
fields through this program under different 
management strategies to make sure we understood 
what it meant for Idaho’s dairy industry.

Why transition to a P Index?
Many states use P Indices. In the top 10 dairy states, 
all but two have a P Index, and Idaho is one of them. 
The first P index was developed around 15 years ago in 
the Chesapeake Bay Watershed on the east coast, and 
many states are moving to P Indices because they are a 
more thorough way of managing nutrients. The goal 
of a P Index is to determine the risk of P loss and 
focus best management practices in areas with high 
risk. Also, because fields are scored individually, this 
allows the dairymen to really focus management 
changes and implementation of BMP’s in areas of 
highest risk. Application rate, soil test P levels, method 
and timing of application, irrigation type, best 
management practices, etc. will all affect the final 
score of each field. So, this gives a lot of flexibility to 
the producer to determine what management changes 
are practical and achievable to reduce the final risk 
rating and allow manure application. However, no 
manure can be applied on fields above 300 ppm Olsen 
P. This is called the “zero-out” threshold.

Why score fields individually?
Fields are not created equal, and the potential for P 
loss is not the same on every field. Within Idaho’s P 
index, fields are assessed using a matrix of seven 
different factors related to P loss. These factors fall 
into two categories: source and transport. Within the 
source category, there are three factors: soil test P, 
P application rate, and P application method and 
timing. These factors focus on the management 
practices dairymen can control. The transport category 
focuses on factors within the field that impact transport 
of P: soil erodibility, soil surface runoff, leaching 
potential, and distance to surface water. Transport 
factors typically cannot be changed, except if irrigation 
practices are changed within the field. When BMP’s 
are in place or planned for that growing year, there is 
a reduction in the risk score because research shows 
the BMP’s listed within the P Indexing rule reduce P 
loss from agricultural fields. The list of BMP’s within 
the P Indexing rule are: contour farming, cover and 
green manure crops, dikes/ berms, drip irrigation, 
filter strips, PAM, residue management/conservation
(cont. on page 8)
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(cont. from page 7) tillage, sediment basins, tailwater 
recovery and pumpback systems, and established 
perennial crops. The reduction in risk score varies 
between BMP’s and is based on the observed P reduction 
within research studies. BMP’s can be adjusted through 
rulemaking if new research or new BMP’s are developed.

After field management practices, soil conditions, and 
BMP’s are taken into account, a score is calculated to 
determine the risk rating category for each field. 
These ratings determine the allowable P application 
rate and whether manure testing is required. 

What do the risk ratings mean?
A P Index should not be used to estimate actual P loss, 
but the risk of P loss from agricultural fields. Fields can 
fall into one of four risk ratings: Low, Medium, High, 
and Very High. 

Low: Manure can be applied up to the Nitrogen-based 
application rate. Book values for manure nutrient 
concentration can be used to determine manure 
application rates. 

Medium: P applications should be limited to the 
amount expected to be removed by crop harvest or 
soil test-based P application recommendations, 
whichever is greater. Testing of manure P prior to 
application is required

High: Manure can be applied up to 50% of crop P 
uptake. Manure testing is required to calculate 
application rates. 

Very High: No P should be applied to this field.

What does this mean moving forward?
Take a deep breath. This is a brand new system of 
thinking for dairymen, planners, and regulators, and 
IDA is committed to making sure this process goes as 
smoothly as possible. While there will be some additional 
time involved in record keeping and nutrient 
management planning, this standard is a better 
approach for dairymen and the environment. It takes 
transport and source factors into account when 
recommending manure application, and it is flexible 

because dairymen can decide which practices are 
reasonable and practical to achieve their nutrient 
management goals. 

As always, please contact me at (208) 358-4005 or 
steph@idahodairymens.org if you have any questions. 
I’m happy to discuss this new standard and what it 
means for your operation. Also, this will be a major 
topic of discussion at this year’s District Meetings. We’re 
hoping to set up stations for one-on-one or small 
group presentations of the new program. Bring your 
soil tests and field maps, and we can walk you through 
how the new system will work in your operation!

Magic Valley 
January 9th, 2018
Fine Arts Auditorium at Elevation 486
195 River Vista Place
Twin Falls, ID 83301
10 a.m. to 4 p.m.

Treasure Valley
January 10th, 2018
Hampton Inn and Suites at the Idaho Center
5750 E Franklin Road
Nampa, ID 83687
10 a.m. to 4 p.m.

Preston
February 21st, 2018
Robinson Building 
186 West 2nd North
Preston, ID 83263
10 a.m. to 4 p.m.

Idaho Falls
February 22nd, 2018
Hilton Garden Inn Idaho Falls
700 Lindsay Boulevard 
Idaho Falls, ID 83402
10 a.m. to 4 p.m.

 
Thanks,
Steph
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Say hello to the new generation of dairy technology. 
Not familiar with what Vault is? Vault is a cloud- 
based software built to empower dairymen by 
providing them with the relevant data and the 
forecasting power they need to make more 
informed decisions. The software combines farm 
data with futures prices to create a two-year forecast 
of a dairy business. Vault offers a data-driven 
roadmap to help dairymen achieve their business 
goals and a forecast that evolves with the business.

For those of you who are familiar with Vault, allow 
us to introduce our new tier system: Lite, Pro, and 
Enterprise now make up the full suite of the 
software services for dairymen. Lite and Pro made 
their debuts in the last couple months and we are 
excited to now have a complete chain of services 
built to help all size dairies and their varying levels 
of financial sophistication. 

The dairymen just beginning to dabble in profit 
and loss forecasting will benefit from our brand 
new Vault Lite for $50/month. This is an 
easy-to-use version of Vault’s forecasting 
software that lets users track their financials in 
an easy to read dashboard, explore future projections 
for their milk check, and generate custom reports.

The nice thing about Vault Lite is that it’s a great 
way to keep track of your P&L for the dairy, without 
spending a lot of time on it. The markets page is 
a great place to go when one wants to see what is 
happening in the dairy and grain markets whenever 
they want.

Our other new addition is Vault Pro for $250/month - 
more sophisticated users can access all the features 

of Vault Lite and also increase their basis 
confidence by reconciling their milk checks, 
categorizing their cows using feeding groups and 
stress testing their dairy using price scenarios. 
Have excel sheets full of data? Take advantage of 
Pro’s user-friendly excel upload function to import 
your data right into Vault.  

Overall, Pro unlocks a whole new level of detail, 
analysis, and forecasting power and we’re really 
excited about how this will help dairymen grow 
their business.

Finally, for dairymen who love to take a deep dive 
into their data and are active risk managers, there 
is the original Vault Enterprise for $900/month. 
This tier of Vault is jam-packed with all the features 
from Pro and Lite plus some new ones including 
integrations with futures accounts, custom reports, 
simplified CME position statements, hypothetical 
position analysis and coming soon, multi-dairy 
functionality. 

Vault Enterprise is the cream of the crop giving 
you access to all of Vault's features in one convenient 
spot. From the price scenario mode to the pulling 
of CME positions automatically (a huge game- 
changer),  Vault Enterprise is a time saver and 
brings an intense level of foresight that many 
dairymen operate without today. 

At the end of the day, Vault puts all your business 
data right at your fingertips and we’ve made sure 
that the entire experience is seamless. So be sure 
to visit us at www.vaultdairy.com to discover 
which Vault is right for you and start a free trial.

By Ryan Yonkman (Co-Founder) and Cody Koster (Customer Success Representative)

Introducing Vault Technologies’ New Tiers 
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“Volare, Volare . . . ”
By Nick Buyse, Risk Management Consultant

There is a story written about a loud Italian options 
trader that was known to start singing “Volare, Volare…”, 
an Italian song popularized by Dean Martin, every time 
the market experienced a panic. This came, as you might 
imagine, to the great annoyance of his peers. When 
asked for the reason he explained that volatility came 
from the Latin word Volare, which means “to fly.”

When I read about this boisterous options trader, I 
thought about the folks we work alongside every day: 
Idaho dairy producers. Volatility is normally a four- 
letter word to many dairy farmers. But volatility is not 
all bad even outside of Italy. In fact, Idaho producers 
actually ought to embrace market volatility and thrive 
when others in the market may be panicking. 

We recently hosted two hedging seminars in Twin Falls  
(thanks to everyone that made it out).  From my 
observations, I can confidently say Idaho is a leader in 
risk management globally at the producer level. We are 
seeing more customers using consistent and disciplined 
hedging plans. There is a shift of less “coffee shop talk” 
dictating perceptions of hedging amongst dairy 
producers. “Is Company XYZ buying (or selling) cheese 
on the exchange today?” Or, “My neighbor got X price/cwt 
on their last milk check.”

Customers are becoming less emotional, and are apt 
to be less worried about what their peers are doing. 
Conversely, customers sound much more opportunistic: 
“I can lock in $2/cwt profit margins on the board? I can 
make that work.” 

The trend is that market volatility will only increase 
over time as the markets become more globalized. 
This is a good or bad thing depending on how you manage 
market risks within your business. You can both embrace 
the volatility – and manage it, or you can be a price 
taker accepting unknown price risk. Most producers 
are migrating to the former and away from the latter. 

Recently, however, dairy market volatility has diminished 
some, even as prices have fallen while writing this piece. 
The chart below shows Class III futures in orange for 
the 3rd contract out. (Example: in October, the 3rd 
contract would reflect December 2017 futures). The blue 
line on the let axis reflects Class III’s “implied volatility” 
(IV) in that options market. The IV in December 2017 
is currently priced at a very low level of 12%, which I 
think is drastically mispriced. Regardless, the deep 
volatility discount makes buying options much more 
economical and selling options unattractive.
(cont. on page 10)
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(cont. from page 9) To explain a different way, imagine 
you lived off the coast of Texas with hurricane Harvey’s 
landfall looming. You have no flood insurance. Logically 
you would get a much more economical quote on a 
sunny, calm day vs. waiting until the hurricane is 
approaching. The same is true for buying Put options 
on the Class III options markets. It’s best practice to 
buy Put options when the market is calm and quiet (or 
going higher), not when there’s a figurative hurricane 
brewing in the global dairy markets. In other words, 
buying protective options can be a very counter- 
intuitive thing to do. 

For example, with volatility relatively cheap I would 
recommend to producers to implement “fence or min- 
max” strategies in their accounts or through their forward 
contracting program. These strategies include buying 
Puts and selling calls to establish a minimum “floor”, 

and a maximum “ceiling” price for your milk. Now 
with the exceptionally low volatility in the market, it 
makes sense to me to add upside participation to this 
strategy. You can achieve this by simply buying a call 
option on milk above your “ceiling” price. 

We encourage our customers to embrace volatility in 
the markets and engage with their broker on this subject. 
When the market allows, you should take advantage 
of both downside coverage and upside participation 
in market rallies. The markets do not always present 
these opportunities. 

Other traders on the floor must have wondered why 
the Italian was so jolly singing “Volare” during market 
panics. Our guess: he was probably benefiting handsomely 
from being long options that were exploding in value. 
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Risk Assessment & Management Education
for Dairy Farmers in the Western Region

Who should come?
-Any dairy farmer or manager wanting to 
improve their financial skills
-Extention agents willing to improve their 
financial skills
-Although the focus will be dairy, farmers from 
other agricultural operations (beef, crop, etc.) are 
welcome.

Workshop Format
-It is preferable if you can bring your own laptop; 
however, we will have a few laptops available for 
use if needed.
-Limited to 25 participants per workshop
-Pre-registration is recommended by November 
8th (workshop 1), January 17th (workshop 2), and 
February 28th (workshop 3). Please contact your 
extension agent.
-No registration fee is required and lunch will be 
provided.

Workshop 1 (November 2017)
-Developing dairy business strategic plans
-Importance and analysis of balance sheets
-Cash-flow and budgeting in dairy

Workshop 2 (January 2018)
-Break-even cost and sensitivity
-Transition planning
-Analysis of investments

Workshop 3 (March 2018)
-Hedging by learning and investing in futures 
and options
-Expansion and growth process

Locations and Dates
Workshop 1 (November 2017)
Preston, Franklin County: Wednesday, Nov. 15th
Twin Falls, T.F. County: Thursday, Nov. 16th
Marsing, Owyhee County: Friday, Nov. 17th

Workshop 2 (January 2018)
Preston, Franklin County: Tuesday, Jan. 23rd
Twin Falls, T.F. County: Wednesday, Jan. 24th
Marsing, Owyhee County: Thursday, Jan. 25th

Workshop 3 (March 2018)
Preston, Franklin County: Tuesday, Mar. 6th
Twin Falls, T.F. County: Wednesday, Mar. 7th
Marsing, Owyhee County: Thursday, Mar. 8th

For More Information, Contact:

Dr. Rick Norell
Extension Dairy Specialist at Idaho Falls R&E Ctr. 
Phone: (208) 529-8376

Steve Harrison
Extension Educator at Caribou County
Phone: (208) 547-3205

Mario De Haro
Extension Educator at Gooding County
Phone: (208) 934-4417

Joel Packham
Extension Educator at Cassia County
Phone: (208) 878-9461

Scott Jensen
Extension Educator & County Chair - Owyhee Cty.
Phone: (208) 896-4104

Dr. Hernan Tejeda
Extension Specialist—Dairy/Livestock Economics
R&E Center—Twin Falls O�ce: (208) 736 – 3622 
Cell: (435) 213 - 6145

Dr. Mireille Chahine
Extension Dairy Specialist
R&E Center—Twin Falls Phone: (208) 736-3609
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At the time that I am writing this article, the highest 
Class III price on the CME is $16.48 in the next twelve 
months, and the average for those twelve months is 
right at $16.00. For many dairy producers, I would 
expect that these prices represent approximately a 
breakeven year. However, I don’t think you’re in the 
business to simply not lose money. Running a dairy 
requires too much work to just break even. What is 
your plan to not only protect the equity that you’ve 
worked so hard for but also to build upon it? 
Budgeting and breakeven analysis are two tools 
which can help you take the next step to improving 
profitability in times of small or large margins.

The first step in developing your plan is to budget 
and forecast the coming months and years. Useful 
budgeting and breakeven analysis that goes beyond 
a file stuffer for the bank starts with consistent 
bookkeeping. Using Quickbooks or a similar 
software allows dairy producers and business 
owners to stay on top of the myriad of cash inflows 
and outflows. While some expense items are relatively 
consistent throughout the year (e.g., phone bill, 
grain expense, heifer raising), other expenses can 
fluctuate greatly based on the time of year, weather, 
etc. It’s important to identify which expenses are 
generally fixed (little to no fluctuation) and those 
which are variable (fluctuate often). In many cases, 
the most profitable dairy operations are able to 
spread the fixed costs over many hundredweights of 
milk.  While it’s important to understand your 
dairy’s cost structure, these expense line items are 
not the biggest drivers of profitability. 

There are three main financial drivers on any dairy 
operation: Milk Income, Feed Expense, and 
Reproduction. Each of these drivers is connected to 
each other and each needs to be explored during the 
budgeting process to truly understand how your 
operation is performing now and how it will fare in 
the coming months. By truly understanding each of 

these drivers, a dairy producer will be able to 
accurately forecast his or her breakeven price, 
allowing the producer to make informed decisions.

Milk income and feed expense are the two most 
talked about financial drivers on any dairy. Accounting 
for over 90% of a typical dairy’s revenues, milk 
income fluctuations have a huge impact on overall 
profitability and feed expense is the single largest 
expense item on any dairy’s income statement. 
Currently feed prices are low, presenting dairy 
producers with plenty of opportunities to potentially 
lock in low feed prices for the coming months. 
Dairy producers, however, should not enter into 
milk or feed contracts without fully understanding 
their impact and feasibility on their dairy.  

Reproduction, in my opinion, is the single greatest 
area of opportunity for most dairy operations. 
Because reproduction directly influences every 
other aspect of a dairy’s operations, a well-run 
reproduction program will prove beneficial in every 
area on the dairy. A successful reproduction 
program increases average milk production 
throughout the year, decreases the number of 
replacements needed, increases the opportunity to 
voluntarily cull underperforming animals, and 
decreases expenses in a number of areas.  

By understanding each of the items mentioned 
above, a dairy producer has the tools and abilities 
to project out his operations’ performance for 
the foreseeable future. The budget will allow 
the producer to see the milk price needed to 
maintain desired profitability and increase 
owner’s equity. However, even a well-developed 
budget is soon worthless if it is not used and 
tracked consistently. While  bui lding a  new 
budget can be a di�cult process ,  the end 
product is a valuable tool. Carve out some time 
today to revisit your budget.  

By Pete Jones

Budgeting & Breakeven Calculations 
Important in Good times and Bad 
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By Ryan DeWit

The Importance of Training in Our Workforce
New research suggests Stockmanship Training pays 
off. A recent article in Dairy Herd Management 
(sourced below) explains the different research 
done over the correlation between animal handling 
training, reduced stress in our animals, and increased 
milk production.
  
The past couple of weeks I have trained dairy workers 
at several different facilities. As a reminder, we are 
using iPads to conduct training sessions. This has 
proven effective in eliminating the group dynamic, 
letting the employee work at his/her own pace. The 
material is offered in English or Spanish. 
 
I have heard positive remarks from employees, 
herdsmen, and owners alike. From my view, the 
Association is filling a gap in employee training 
amongst our Idaho dairies. This is all a joint effort 
between Idaho’s dairymen and processors, making 
this available at no cost.  

The best comments I have heard from employees 
have been:

“I did not know banging on gates, hitting fences with 
metal, and yelling at cows stressed them.”

“I’ve worked a long time on dairies and never under-
stood why cows behaved and reacted this way towards 
us. I just do my job.”

“This is really important for the new employees.”

“I didn’t know cows had very good hearing.”

“There are certain parts of my job I do wrong.”

These comments came from both very experienced 
cow handlers and newer employees. What surprises 
me most is the employees that work their whole life 
around large animals and do not stop to think about 

the “why”. Even more so, they have never been 
educated or informed over the way cows interact 
towards humans or why certain areas around the 
farm have perceived dangers. 

This brings me to my second point. While many 
employees that work on our Idaho dairies have a 
long tenure, they lack in education. Of the 160+ dairy 
workers I have trained, the average employee only 
went to school through elementary or middle school.  

The above graph demonstrates how few of our workers 
hold a high school diploma. This is paramount in 
what we expect employees to comprehend and 
understand in their day-to-day work. The training 
materials have been created to match their average 
education levels. 

However, do not let their education discredit their 
willingness to learn. As I’ve seen, given the opportu-
nity to learn, employees are eager and attentive. On 
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average, there is an improvement of 2 letter grades 
from pre-test to post-test. We must either give our 
workers the opportunity to show us what they know 
or provide them with the proper educational tools 
to help them.

I look forward to continuing my work with different 
dairies around the state. This has been an exciting three 
months for myself and the association on this subject.

For additional info and discussion, I welcome those 
interested to attend a panel discussion with Dr. Douphrate, 
Dr. Hagevoort, and myself at the annual meeting. 

That will be Wednesday, November 8th at 3:45 p.m. 
The following morning at 8:30 a.m. in suite 120, we 
will have our iPads set up for producers to go through 
the mobile dairy training program. If you’re curious 
about our worker training program, this is a great 
opportunity to see it in action. There will also be a 
drawing for 2 iPads loaded with training content for 
the participating dairymen in attendance.
  
Ryan 
 806.265.5390

https://www.dairyherd.com/article/does-stockmanship-training-pay
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195 River Vista Place
Suite 308
Twin Falls, Idaho 83301

November 8th & 9th UDI and Dairy West Annual Meeting
January 9th, 2018 District Meetings - Magic Valley
January 10th, 2018 District Meetings - Treasure Valley
February 21st, 2018 District Meetings - Preston
February 22nd, 2018 District Meetings - Idaho Falls

 

Upcoming Events

B o ard  of  Directors -  United Dairymen of  Idaho
Tony VanderHulst—President, IDA; Co-Chair, UDI 
Pete Weirsma—Vice President, IDA 
Don Heida—Treasurer, IDA
Mike Siegersma—Chairman, IDPC; Co-Chair, UDI 
Brian Esplin—Vice Chairman, IDPC
Bob Naerebout—Executive Director, IDA 
Karianne Fallow—CEO, IDPC

John Brubaker, Bernie Teunissen, 
Ted Vander Schaaf, Arie Roeloffs, Dave Veenhouwer, 
John W. Wright, Dan Gilbert, Willie Bokma, Tony DeWit, 
Kim Korn, Allan Swainston, Greg Andersen, Tom Dorsey


