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Craig Underhill, CPA
Geni Whitehouse, CPA

Business models
Main concerns
• Cash Flow
• Profitability

Managing costs
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Farming, Production, Sales

Purchase, Production, Sales (and Custom 
Crush)

Purchase, Sales

3

4

Income 
Statement

Balance Sheet Cash Flow

Vineyard,
Production, 

Sales
Highest Margins

Heavy Asset 
investment 

(land, equipment)
Negative in early 

years 

Production,
Sales High Margin

Medium Asset 
investment 
(equipment)

More steady

Sales Lower Margins
Light Asset 
investment 

(bottled 
inventory)

Positive cash 
flow early

Business Model
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5

Product Income 
Statement

Balance 
Sheet

Cash Flow

Red Price/volume
Higher 

inventory 
values

Longer gap 
between costs 
and revenue

White Price/volume
Lower 

inventory 
values

Faster time to 
market

Type Revenue Expense Asset Liability
Incoming $ X X
Outgoing $ X X
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Type Revenue Expense Asset Liability
Incoming $ X X
Outgoing $ X X

Depreciation

Inventory

Farming
Grape purchases
Production
Bottling

Sales and Marketing
• Direct to Consumer
• Wholesale

Operating Expenses
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©2009 Brotemarkle, Davis & Co.  www.bdcocpa.com

Farming

Grape purchases

Production

Bottling

Sales and Marketing

Operating Expenses

50% of Sales 30% of Sales

©2009 Brotemarkle, Davis & Co.  www.bdcocpa.com

Farming

Grape purchases

Production

Bottling

Sales and Marketing

Operating Expenses
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If you want to manage 
them… 

…you need regular 
visibility into your costs. 

Inventory - 09 Cab 
S

Inventory - 09 Cab 
S

Inventory - 09 Cab 
S
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Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a
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Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
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S

Inventory - 10 Cab 
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Inventory - 11 Cab 
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Inventory - 11 Cab 
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Inventory - 11 Cab 
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Inventory - 12 Cab 
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Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c
Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
Merlot

Inventory - 10 
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Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a
Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b
Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c
Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Inventory - 11 
Chard

Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a Cost a
Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b Cost b
Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c Cost c
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Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
S

Inventory - 10 Cab 
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S

Inventory - 10 Cab 
S
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Inventory - 11 Cab 
S
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Inventory - 11 Cab 
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Inventory - 11 Cab 
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Inventory - 12 Cab 
S

Inventory - 12 Cab 
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Inventory - 12 Cab 
S

Inventory - 12 Cab 
S

Inventory - 12 Cab 
S

Inventory - 12 Cab 
S

Inventory - 12 Cab 
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Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d Cost d

Inventory - 13 Cab 
S

Inventory - 13 Cab 
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Inventory - 13 Cab 
S

Inventory - 13 Cab 
S

Inventory - 13 Cab 
S

Inventory - 13 Cab 
S

Inventory - 13 Cab 
S

Inventory - 13 Cab 
S
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Is this your chart of accounts? 
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Managerial needs
Dashboards
Reporting
Planning

versus

Data entry – ease of use

Vineyard Cellar and 
Aging Bottling

• Wages – W-2

• Contract 
Labor – 1099

• Wages – W-2

• Contract 
Labor – 1099

• Wages – W-2

• Contract 
Labor – 1099
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Step 1

Step 1

Capture costs 
on your 
monthly 
income 
statement
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Step 2

Step 2

Transfer 
costs at 
end of 
month to 
inventory
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Result: 

True 
COGS

Assets
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Assets

Liabilities and
Equity

No impact
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Machinery
Trellis 
Irrigation

Labor 
Fuel and maintenance
Supplies



6/7/2016

©2014 Brotemarkle, Davis & Co.  www.bdcocpa.com 13

©2009 Brotemarkle, Davis & Co.  www.bdcocpa.com

Expenditures

Labor
Irrigation
Fuel 
Rootstock
Trellis

Cash 
Labor
Irrigation
Fuel
Rootstock
Trellis

©2009 Brotemarkle, Davis & Co.  www.bdcocpa.com

Expenditures

Labor
Irrigation
Fuel
Rootstock
Trellis

P&L
Labor
Fuel
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Expenditures

Labor
Pest control
Rootstock
Trellis

Balance Sheet
Trellis 
Rootstock
Irrigation

©2009 Brotemarkle, Davis & Co.  www.bdcocpa.com

Expenditures

Labor
Irrigation
Fuel
Rootstock
Trellis

Cash 
Labor
Irrigation
Fuel
Rootstock
Trellis

P&L
Labor
Fuel

Balance Sheet
Irrigation
Rootstock
Trellis
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Producing versus 
Non-producing acres

Require cost 
allocations

©2009 Brotemarkle, Davis & Co.  www.bdcocpa.com

Gallons

Convert to 9 Liter 
equivalents
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Production
• Harvest
• Fermentation
• Barrel costs
• Winemaker salary
• Labor

©2009 Brotemarkle, Davis & Co.  www.bdcocpa.com

YEAR 1
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YEAR 1
• Facilities
• Labor
• Fixed Assets
• Utilities

©2009 Brotemarkle, Davis & Co.  www.bdcocpa.com

YEAR 2
• Facilities
• Labor
• Fixed Assets
• Utilities
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• Packaging material
• Labor
• Equipment

Bulk
Wine

Bottling

Bottled 
Wine

Cased 
Goods 

Storage 
costs

Tax Cost of Bottled Wine

Release 
Date

Book Cost of Bottled Wine
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Cost Financial 
Statements

Tax

Farming Inventory Expensed < $1 mill 
gross receipts, or < 

$25 mill family 
Grape Purchases
Production

Bulk Wine Inventory Inventory + share of 
other costs + storage

Bottling Bottled Wine 
Inventory

Inventory

Year 
1

Year 
2

Year 
3

Farming
Grapes
Production

Year 
4

Sale of wine

Sale of wine

Year 
5

Bottling

ENP
Vintage
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Year 
1

Year 
2

Year 
3

Farming
Grapes
Production

Year 
4

Sale of wine

($$$) $$

Sale of wine

$ $$ $$$

Year 
5

Bottling

($) + $$$$

ENPEventual Net Profit

2011

Vintage

Year 
1

Year 
2

Year 
3

Farming
Grapes
Production

Year 
4

Sale of wine

($$$) $$

Sale of wine

$ $$ $$$

Year 
5

Bottling

($) + $$$$

ENPEventual Net Profit

2011

Vintage

+ $$$$$$$($$$) $$$ $$($)2012

($$$) ($$$) $$ $$$$
Annual
Cash 

Impact
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Sales

Production

Sales

Production
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Relationship between sales growth 
(measured in COGS $)  and inventory 
balance growth 

2009 2010 2011 2012 2013
COGS
Growth %

+3% +25% -5% -10% +3

Inventory 
Growth %

-2% -5% -12% +3% +7

Cases 2012 2013
Beg Inventory 20,000 32,000

Processing 20,000 25,000
Case Sales (8,000) (10,000)

Ending Inventory 32,000 47,000



6/7/2016

©2014 Brotemarkle, Davis & Co.  www.bdcocpa.com 23

Cases 2012 2013
Beg Inventory 20,000 32,000

Processing 20,000 25,000
Case Sales (8,000) (10,000)

Ending Inventory 32,000 47,000

• Grape sales
• Bulk wine sales
• Discount bottled wine sales

©2014 Brotemarkle, Davis & Co.  www.bdcocpa.com

$11

$9

$5

$
2
5

Cellar

Grapes

Packaging

Sales price
$50

Margin

BOTTLE
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$11

$9

$5

$
2
5

Cellar

Grapes

Packaging

Sales price
$50

Margin

Before Savings

$9

$8

$4

$
2
9

(1)

(1)

(2)

After

BOTTLE

48

$132

$108
$60

Cellar

Grapes

Packaging

Sales price
$600

$108
$96
$48(12)

(12)

(24)

$300 $348

Before Savings After

Margin

CASE
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Impact of Cost Reduction
Versus sales growth at different margins

And you 
reduce 

your cost 
by: 

If your present margin is: 
40% 45% 50% 55% 60% 65% 70%

To produce the same profit your sales volume must increase by: 

2% 5.0% 4.4% 4.0% 3.6% 3.3% 3.1% 2.9%
4% 10.0% 8.9% 8.0% 7.3% 6.7% 6.2% 5.7%
6% 15.0% 13.3% 12.0% 10.9% 10.0% 9.2% 8.6%
8% 20.0% 17.8% 16.0% 14.5% 13.3% 12.3% 11.4%
10% 25.0% 22.2% 20.0% 18.2% 16.7% 15.4% 14.3%
15% 37.5% 33.3% 30.0% 27.3% 25.0% 23.1% 21.4%
20% 50.0% 44.4% 40.0% 36.4% 33.3% 30.8% 28.6%
25% 62.5% 55.6% 50.0% 45.5% 41.7% 38.5% 35.7%
30% 75.0% 66.7% 60.0% 54.5% 50.0% 46.2% 42.9%
35% 87.5% 77.8% 70.0% 63.6% 58.3% 53.8% 50.0%

Labor – cost per acre
• By ranch location 
• By task 

What can you manage? 
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Labor costs per case / Weighted 
average gallons

Non-labor costs per case / Weighted 
average gallons

Packaging costs per case bottled

Cost of goods sold

Grape 
Contract Farming Barrels Packaging

Fermentation
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Understand impact of
• Over-producing
• Adding SKUs over time
• Grape contracts
• Farming decisions

Brand and labeling
Packaging
Discounting

P&L

But more importantly Cash Flow

Balance Sheet implications
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Producing versus non-producing acres
Bulk wine in gallons - blending
• Beg Bal   +/- Ending Bal

Vineyard and Farming costs
Cellar and Aging
Bottling
Payroll allocations by category
Innovation in the cellar – special tax 
treatment

1. Bulk wine accumulator

2. Cost reduction impact schedule

3. Sample P&Ls
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Craig@bdcocpa.com

Geni@bdcocpa.com

Brotemarkle Davis & Co, LLP
St Helena
www.bdcocpa.com
707-963-4466


