Developing and Educating Managers and New Decision-makers

Are you planning to be the next generation farm operator? Whether you represent the transition of generations, or

that of employee to owner or as a new entrant to the business, a fresh look at management will be necessary.

Michigan State University Extension (MSU) offers help to beginning farmers with this transition through the
Beginning Farmer DEMaND series offering articles, workshops and additional resources.

Farm Financial Statements

The financial position of you farm is important to the future success of your business. Identifying that position and overall
financial performance is summarized through several important statements. These statements illustrate various aspects of

your business including net worth, profitability, and cash flow.
Information from these statements can be very useful, including:

e Making important financing, operating, and investment decisions.
¢ Provide needed information for credit applications.

¢ Analyze the performance of the farm business.

¢ Create budgets for use in planning.

Balance Sheets

The balance sheet provides a snapshot of a business’ assets,
liabilities, and net worth (known as owner equity). Created at least
once a year, typically at the end of each fiscal year.

Balance Sheet Walkthrough Videos (Michigan State University)
What is a balance sheet? (University of Minnesota)
Understanding Net Worth (lowa State University)

Balance Sheet Basics Online Course (Northwest Farm Credit
Services)

Balance Sheet Forms

e Balance Sheet (Michigan State University) - Excel Spreadsheet
Template

o Balance Sheet: A Financial Management Tool (Kansas State
University) — PDF or Excel Spreadsheet
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Balance Sheet

MSU Example Farm|

517,500.00 $2,500.00|
£47,250.00 568,457.33]
= $B,400.00 510,642.67
| Account $11,000.00
crop Inventory 565,050.00
Livestock Held for sale £5,750.00
Cther Assets $0.00
Total Curent Assets $155,950.00 Total Current Liabilities 581,600.00)
Intermediate Assets Intermediate Liabilities
$15,500.00 Non-Current Principa $5,657.5
$30,000.00
517,750.00
541,000.00
Toml Intermediate Assets $104,550.00 Total Intermediate Liabilities 55,657,857
Lonz Term Assets Lonz Term Liabilities
Buildings & Improvements $103,350.00 Non-Curent Principal $196,358.50)
Re: $654,000.00
Cther Long-Term Assets 535,000.00
TomI Long-Term Assets $792,350.00 Total Long-Term Liabilities $196.358.50)
TOTAL FARM ASSETS 51,052,850.00 TOTAL FARM UABILITIES $283,616.67)
OWNER EQUITY [FARM) $769,233.33
$0.00 $0.00|
$0.00 $0.00|
$0.00 $0.00|
$0.00 $0.00|
Intermediate Assets Intermediate Liabilities
Personal vehides $0.00 Non-Curent Prindipa $0.00|
Total Intermediate Assets 50.00 Total Intermediate Liabilities 50.00}
Long-Term Assets Long Term Liabilities
Real Estate $0.00 Non-Current Principal $0.00|
Toml Long-Term Assets $0.00 Total Long-Term Liabilities sﬂ
TOTAL PERSONAL ASSETS $0.00 TOTAL PERSONAL LUABILTIES $0.00
OWNER EQUITY [PERSONAL) 50.00
FARM & PERSOMNAL
TOTAL ASSETS 51,052,850.00 TOTAL LIABILITIES $283,616.67
OWNER EQUITY $769,233.33|

Figure 1. MSU Balance Sheet Template.


https://michiganstate-my.sharepoint.com/resources/balance-sheet-walkthrough-videos
https://extension.umn.edu/farm-finance/balance-sheet
https://www.extension.iastate.edu/agdm/wholefarm/pdf/c3-19.pdf
https://www.northwestfcs.com/e-learning-courses/balance-sheet-basics/
https://michiganstate-my.sharepoint.com/resources/farm-balance-sheet-template
https://www.agmanager.info/farm-management-guides-0/balance-sheet-financial-management-tool
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Income Statement

The income statement provides a measure of profitability for a farm or business over a specific period of time (often a
calendar year). It shows all of the income and expenses from inventories and cash transactions.

e What is an Income Statement? (University of Minnesota)
e Your Farm Income Statement (lowa State University)
e Creating An Income Statement For Your Farm - Walkthrough Videos (Michigan State University)

Income Statement Forms

¢ Income Statement (Michigan State University) - Excel Spreadsheet Template
¢ Income Statement: A Financial Management Tool (Kansas State University) — PDF or Excel Spreadsheet

. . Statement of Cash Flows
Cash Flow Statement & Projections
Operating - Cash Provided by Operating Activities
The cash flow statement provides information on how changes from [ &z e e e T—
the balance sheet and cash transactions (income) affect the farm et ooty P e
. . s esting - Casih Proveed by Ivesting Actites
business’ overall cash position. It analyzes how cash was used to Sl o caps sasee s 2834100
. . . . . . el . e Purchase of machineny; equipment, and farm buikdings. s 57.440.00
meet financing, investing, and operating activities during a specific
H Financing - Cash Provided by Financing Activities
p €rio d . Moneyborowed 5 645,079.00
. . Frincipal Payments § 820,073.00
e Creating and Understanding The Cash Flow N
Statement (Michigan State University) o e e ey, e g - S eaww
e Whatis a statement of cash flows_? (University of I\{Imne_sota) oo o beghring a ening b st
e Understanding Cash Flow Analysis (lowa State University) e - S
e Preparing a Projected Cash Flow Statement (Purdue Extension) Total st imand CachOt stasgn sts401
. Cash Flow Budget Online Course (Northwest Farm Credit MICHIGAN STATE | £ tonsion
Serv|ces) UNIVERSITY I TS0 Erample
Cash Flow Statement Forms Figure 2. Page 1 MSU Statement of Cash Flows
« Comprehensive Financial Statements (lowa State University)a | emplate.
tool that includes fillable balance sheets as well as income and Statement of Cash Flows
cash flow statements.
Beginning cash balance 3 10,417.00
CaSh FIOW PrOJeCtlon Forms Grosscash farm income 5 1,150,194.00
i . . . Cash farm ex penses - 5 914,359.00
e MSU Statement of Cash Flows (Michigan State University) Cosh provided by operating activties - s 2manw
- Excel Spreadsheet Template, used to summarize cash ole of captalasets B 5 28,381.00
movement in and out of the farm business. cosn praded oy oot sttics T ) PO o
e MSU Cash Flow Estimator (Michigan State University) - Excel Money borroned X 645.079.00
Spreadsheet Template, used to help farm managers develop a Princioal payments : s oo
CaSh ﬂOW pI‘OjeCtlon Owner withdrawalsand income taxes paid - 5 63,147.00
. . . . . Cash provided by financing activities = s (238,141.00)
e Cash Flow Projection for Operating Loan Determination (Kansas E— - S—
. . . et change in casl K
State University) — PDF or Excel Spreadsheet available Ending cosh blance s a0
Discrepancy No Discrepangy 5 -
MICHIGAN STA :
W BxShsion L MSU Example

Figure 3. Page 2 MSU Statement of Cash Flows
template.
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https://extension.umn.edu/farm-finance/income-statement
https://www.extension.iastate.edu/agdm/wholefarm/pdf/c3-25.pdf
/resources/creating-an-income-statement-for-your-farm
https://michiganstate-my.sharepoint.com/resources/msu-income-statement-template
https://www.agmanager.info/farm-management-guides-0/income-statement-financial-management-tool
https://michiganstate-my.sharepoint.com/resources/creating-and-understanding-the-cash-flow-statement
https://michiganstate-my.sharepoint.com/resources/creating-and-understanding-the-cash-flow-statement
https://extension.umn.edu/farm-finance/statement-cash-flows
https://www.extension.iastate.edu/agdm/wholefarm/html/c3-14.html
https://www.extension.purdue.edu/extmedia/EC/EC-616-W.pdf
https://www.northwestfcs.com/e-learning-courses/cash-flow-budget/
https://www.extension.iastate.edu/agdm/wholefarm/xls/c3-56comprfinstatements.xlsx
https://michiganstate-my.sharepoint.com/resources/statement-of-cash-flows-template
https://michiganstate-my.sharepoint.com/resources/msu-cash-flow-estimator
https://www.agmanager.info/farm-management-guides-0/cash-flow-projection-operating-loan-determination

Developing and Educating Managers and New Decision-makers

Additional Resources
The following are resources related to financial statements that may be helpful to your farm business.
Farm Financial Analysis

¢ Business Analysis Handbooks (Michigan State University) provide all three financial statements and a guide on how to
analyze the farm’s financial position and performance.

o FINPACK (University of Minnesota) is a complete credit management solution that seamlessly integrates loan
processes to reduce origination costs, improve compliance, and speed loan approvals.

e Developing & Interpreting Your Financial Statements and Measures Online Course (University of Minnesota) - Put
financial statements and measures to work on your farm or ranch business.

o Comprehensive Financial Statements (lowa State University) - An Excel based decision tool that combines Net Worth
Statement, Net Farm Income Statement, Statement of Cash Flows, and Statement of Owner Equity to help managers
evaluate financial performance. Based off of publication C3-56: Farm Financial Statements.

Farm Recordkeeping

e Production Record Accuracy Check Template (Michigan State University) - a decision tool to help ensure production
records are accurate and complete.

e TelFarm (Michigan State University) provides accounting and record keeping support to Michigan farmers.

e The Farm Records Book for Management (Michigan State University) is a workbook to keep track of your farm income
and expenses. The book can be used in Excel, Google Sheets, or printed off to fill out by hand.

MICHIGAN STATE

UNIVERSITY EXtenSIOn

MSU is an affirmative-action, equal-opportunity employer, committed to achieving excellence through a diverse workforce and inclusive culture that
encourages all people to reach their full potential. Michigan State University Extension programs and materials are open to all without regard to race, color,
national origin, gender, gender identity, religion, age, height, weight, disability, political beliefs, sexual orientation, marital status, family status or veteran
status. Issued in furtherance of MSU Extension work, acts of May 8 and June 30, 1914, in cooperation with the U.S. Department of Agriculture. Quentin
Tyler, Director, MSU Extension, East Lansing, Ml 48824. This information is for educational purposes only. Reference to commercial products or trade
names does not imply endorsement by MSU Extension or bias against those not mentioned.
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/farm_management/analysis-benchmarking
https://finpack.umn.edu/
https://ifsam.cffm.umn.edu/
https://www.extension.iastate.edu/agdm/wholefarm/xls/c3-56comprfinstatements.xlsx
https://www.extension.iastate.edu/agdm/wholefarm/html/c3-56.html
https://michiganstate-my.sharepoint.com/resources/production-record-accuracy-check-template
/telfarm/
http://www.bit.ly/farmrecordsbook
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