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FFI Consulting Staff

Jamie Andy

Larson Johnson Valenti- Larson Thomas Robertson
Director, Food Innovative Jordan Farm Farm Food Brands
Systems Finance Food & Bev Programs Programs

Fellows

Find us at https://foodfinanceinstitute.org/
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WE HELP FOOD & FARM BUSINESSES:
« Build financial skills

Have financially viable business models

Access capital

Catalyze their community

Become profitable and resilient

Ryan Sullivan
Sullivan Family Farm

“The training I've accessed
through FFI has been magnificent,
expanding my knowledge in
finance, accounting, marketing

& promotion.”
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Profitable Business
Models -> Repayment
Capacity

* If there's no profit on the P&L,

you can’'t afford financing
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Profitable Business Model

A value proposition that'’s hard to copy
« Customer segments who want to buy the benefits we're selling

« Market channels that reach our target customers

« A brand identity that resonates

« Market messages that effectively communicate our value proposition
« Adequate labor/staffing

« Efficient production systems

«  Well-aligned capital to fund operations and growth

« Effective distribution

« Adequate scale to meet profitability objectives
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Lean Business Model Canvas

LEAN CANVAS

PROBLEM

- List your top 1-3 problems

Conventional eggs are pale, runny, and
thin-shelled

Conventional egg prices swing widely up
and down

Conventional eggs are produced in
CAFOs, whereabouts unknown

Farm-fresh eggs are expensive,
inconsistent, and inconvenient

Local farmers come and go

EXISTING ALTERNATIVES

- List how these problems are solved today

Expensive, branded free-range and
organic eggs from distribution
companies

SOLUTION

- Outline a possible solution for each problem

Goods eggs that are consistently high
quality, consistently priced, consistently
available

Free-range brown eggs produced on
local family farms

Farmers with a track record for d
what they say they will, for the long run

KEY METRICS
- List the key numbers that tell you how your
busi doing

lay rate

feed efficiency
human hours
number of regulars
volume of orders
sales velocity
profit margins

variable costs - feed, packaging

and variable costs

(]
TILEURG + * UNIVERSITY
[}

overhead costs - labor, delivery, equipment, repairs

Get ready for the next step. Tilburguniversity.edi

UNIQUE VALUE PROPOSITION
-Single, clear, compelling message that states why
you are different and worth paying attention

Censistently high quality, consistently
priced, consistently available free-range
brown eggs delivered fresh to your table
from local family farmers

HIGH-LEVEL CONCEPT
- Listyou r Y analogy e.g. Youtube = Flickr
forvideos

As simple as wholesale, as good as the
farmers market

cal Free-Range Egg Farm

UNFAIR ADVANTAGE
- Something that cannot easily be bought or
copied

Long-term customer relationships
Hyper-local family farm

Established relationships with other
local farmers

CHANNELS

- Listyour path to customers (inbound or
outbound)

Word-of-mouth between chefs and
kitchen staff

Relationships that onginated at the
farmers market

Relationships with other farmers
Conspicuous consumers at restaurants,
conscientious consumers at natural food
stores

Digital presence and communications

CUSTOMER SEGMENTS

- List your target customers and users

Contemporary casual restaurants -
target customers are young urban
professionals who want delicious,
on-trend, Instagrammable cuisine in
modem envirens with a chill vibe

Natural and health foods stores -
target customers are conscientious
consumers who want to cook and eat
foods that support the health of the
person and the planet

EARLY ADOPTERS

- List the characteristics of your ideal customers

Restaurants and stores who use local
food and family farms as part of their
brand and customer experience. Tend
to have farm names and/or pictures on
their menus and shelf talkers. May hold
special events featuring farmers.

REVENUE STREAMS  pgjesale egg sales, cases and cartons, $4 per dozen

- List your sources of revenue

IC

IQONIC

Sharealike 3.0 Un-ported License.

n.com and is licensed under the Creative Commons Attr

iness Model Carwas fwww busi

This Business Model Carvas is adapted from The
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Enterprise Bud

. Deta|||ng variable costs (| .e. costs of Pastured Freezer Meat Enterprise Budgets
. Revenues Total Free-Range Eggs Heritage Hogs
production) vs overhead costs # head 330 60
Units sold 8532 11220
. Price/unit S 4.00 | S 2.65
° B rea kS d own H OW th e fa Frm IS Sales $ 63,860.50 $  34,127.50 $ 29,733.00
. S . % of Sales 100% 53% 47%
profitable, not IF it is profitable
Variable Expenses Total Free-Range Eggs Heritage Hogs
Animal cost S 10,140.00  $ 2,640.00 | S 7,500.00
« Allocate overheads by pe rcent of Feed & mineral $ 20,169.93 | $  9,081.93 | $ 11,088.00
. Vet & medicine S 300.00 | S - S 300.00
Sda |eS, then adJUSt manually Supplies $ 230527 |$ 194527 | $  360.00
Labor S 17,940.00 S 15,600.00 | S 2,340.00
. . Hauling S 2,903.61 S 2,303.61 | S 600.00
- Consider labor carefully, especially terest operating) S mwess|s  a1s0ls  e1ss
. . Variable costs S 54,595.35 $ 31,788.60 S 22,806.75
when adding an enterprise Gross proft S 926515 § 23390 § 692625
Gross profit margin 15% 7% 23%
¢ I S It fea SI b | e to meet yo u r p rOfIt Fixed Expenses Total Free-Range Eggs Heritage Hogs
H H 7?‘? Advertising S 456.00 | $ 243.69 S 212.31
O b.] eCtlve e Computer/software/interent S 912.00 | S 487.38 S 424.62
Insurance S 954.00 | S 509.82 S 444.18
Interest (term) S 1,273.00 | § 680.30 S 592.70
Repairs S 1,145.00 | S 611.90 S 533.10
Taxes S 1,288.00 | S 688.32 S 599.68
Fixed costs S 6,028.00 $ 3,221.41 S 2,806.59
Net profit S 3,237.15 S (882.51) $ 4,119.66



Four Ways to Increase Profitability

Increase Prices =55

« Examine willingness-to-pay (WTP)

Increase Sales
« Examine gross profit margins

Decrease Variable Costs
« Examine cost centers and units produce

Decrease Overhead Costs

« Optimize where you can =
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Good Bookkeeping ->
Accurate Financial
Statements

- Financial Statements are the universal
language of business, but remember...

- “Garbage in, garbage out”




* Itis totally possible to be a good
bookkeeper with spreadsheets

Total Total Total Total
Enterprises Receipts Expenses Net Products Receipts Expenses Net
« Manual entry is time-consumin . . pedit
I

but may be more accurate initially

« Use it to create a month-by-month
cash flow

« Use it to examine profitability of
each enterprise and/or product

e Farm accounting | MU Extension
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https://extension.missouri.edu/programs/agricultural-business-and-policy-extension/farm-accounting
https://extension.missouri.edu/programs/agricultural-business-and-policy-extension/farm-accounting

Bookkee

There is farm-specific accounting software, such as:
«  Ambrook
« FarmRaise
« PCMars
« Easy Farm

There is general accounting software, such as:
 QuickBooks Online
* Quicken
« Wave
« Zoho Books

Accounting Software Options for Farmers - Farm Management

No matter which you choose, it is ESSENTIAL to set up your
Chart of Accounts correctly, so get help if you need it

QuickBooks Chart of Accounts - Farm Management

iIng with Accountinc

Software

,'/"'


https://www.canr.msu.edu/resources/accounting-software-options-for-farmers
https://www.canr.msu.edu/resources/accounting-software-options-for-farmers
https://www.canr.msu.edu/resources/accounting-software-options-for-farmers
https://www.canr.msu.edu/resources/accounting-software-options-for-farmers
https://www.canr.msu.edu/resources/quickbooks-chart-of-accounts
https://www.canr.msu.edu/resources/quickbooks-chart-of-accounts
https://www.canr.msu.edu/resources/quickbooks-chart-of-accounts
https://www.canr.msu.edu/resources/quickbooks-chart-of-accounts

Agricultural Balance Sheet

Consolidated Farm Business and Personal Statement

0.G. Farmer
0O.G. Land & Cattle
1234 Rural Route A
Anywhere, USA 11111 Date of Statement 12/31/20XX

B I n h Current Assets Value Current Liabilities Value
Cash & checking accounts $ 50,000.00 |Accounts payable 8,000.00

$
Savings accounts & time deposits $ 20,000.00 |Short-term notes payable $ 25,000.00
Marketable stocks & bonds Prin. & Int. due within 12 mo. on I.T. loans $ 43,000.00
Accounts & notes receivable $ 2,000.00 |Prin. & Int. due within 12 mo.onL.T.loans | $ 42,000.00
* C u rre nt Market livestock $ 30,000.00 |Cash rent payable $ 16,000.00
. Crops & feed on hand $ 8,000.00 [Other capital lease(s) payable $ 7,000.00
) Assets * Ca S h a n d Ca S h e q u IVa | e ntS Investment in growing crops Accrued income and Social Security Taxes
¢ Prepaid expenses $ 25,000.00 |Credit card balances $ 11,000.00
M M H M M H Supplies on hand Other
d Llabllltles: Ob||gat|0ns tO be pald thIS Hedging account equity
. . . . . Other current asset
year (including loan principal and credit T P —— e
Intermediate Assets Value Intermediate Liabilities Value
Ca rd ba | a n CeS) Machinery, equipment, & trucks $ 650,000.00 |Principal due beyond 12 mo. on machinery | $ 240,000.00
Leased machinery & equipment $ 180,000.00 |Capital lease payments due beyond 12 mo.| $ 42,000.00
Breeding livestock $ 50,000.00 |Prin. due beyond 12 mo. on breeding stock
M Notes receivable Principal due beyond 12 mo. on notes
¢ | nte rm e d I ate Personal vehicles $ 15,000.00 [Loans on personal vehicles $ 10,000.00
. Cash value of life insurance $ 3,000.00 [Life Insurance policy loans
) A ° 1 - 1 O y f | | f g Retirement accounts Other
Ssets * ea r u Se u I e' e ‘o° Stocks & bonds not readily marketable | $ 1,000.00
. . . Household goods $ 10,000.00
machinery, vehicles, breeding stock
° L b i I 141 . 1 _ 1 O y I p i i p | d Total Intermediate Assets $::111909,000:00: | Total Intermediate Liabilities '$:11292.000.00:
I a I Itl e S * e a r Oa n rl n C I a u e Long Term Assets Value Long Term Liabilities Value
. Farm Real Estate Owned Farm Real Estate Mortgages
beyo N d th IS ye ar 40 acres $__ 200,000.00 | 40 acres $__ 100,000.00
80 acres $  400,000.00 | 80 acres $  280,000.00
farmstead with improvements $  290,000.00 | farmstead improvements - grain setup $  130,000.00
b LO ng'Te rm Non-Farm Real Estate $ 50,000.00 [Non-Farm Real Estate Mortgages $
Other Other
« Assets: real estate & improvements
Total Long Term Assets 15 11940,000.00: | Total Long Term Liabilities

« Liabilities: mortgages and other long- Total Libiltes

Net Worth

ter m | oan p rl N C| pa | (e.g. El D L) Total Assets }'$:1984,000.06: | Total Liabilities + Net Worth




Name Example Farm LLC Year 2022
Income
Cash Income (number in () matches IRS Sched. F) Income Adjustments Beginning Ending
Sales of items bought for resale (fa) $10.134 Hedging accounts balance (Sched. A) 0 50
Sales of market livestock, crops, etc. (2) $37 130 Crops held for sale or feed (Sched. B) 50 50
n CO m e a e m e n Cooperative distributions paid (3a) Market livestock (Sched. F) 50 50
Agricultural program payments (4a) Accounts receivable (Sched. H) $315 5420
Crop insurance proceeds (6a) Other current assets 50 50
Custom hire income (7) Unpaid cooperative distributions (Sched. 1) $0 0
Part | IFarm Income ' Cash Method. Complele Parts | and II. (ﬁl:l:rl.lﬂl method. _CCIITIP'E[E Parts Il and Ill, and Part |, line g) Other income (cash only) (8) Breeding livestock (Sched. K) TR0 TEA0
1a Sales of purchased livestock and other resale items (see instructions). ......... | 1a 10,134. Sales of breeding livestock §400 | Subtotal of income adjustments £955 §1,060
b Cost or other basis of purchased livestock or other items reported on line 1a....|_1b 5,885. Withdrawals from hedging accounts (b} Net adjustment {ending - beginning) §105
€ Subtract line 1b from line 1a.. e ic 4,249. {a) Total Cash Income $47,664 | (c) Gross Farm Revenue {a + b) $47,769
2 Sales of livestock, produce, grains, and other products you raised . . e 2 37,130.
3a Cooperative distributions (Form(s) 1099-PATR) ... | 3a 3b Taxable amount. ... .. 3b
4a Agricultural program payments (see instructions) . . .. . 4a 4b Taxable amount....... 4b . Expenses
5a Commodity Credit Corporation (CCC) loans reported under election . 5a Cash Expenses (numberin () matches IRS Sched. F) Expense Adjustments {paid in advance) Beginning Ending
b CCC loans forfeited .. ... . 0o, sb 5c Taxable amount. .. ... 5C Car, truck expenses (10} $5,499 Investment in annual growing crops (Sched. C) 50 50
6 Crop insurance proceeds and federal crop disaster payments (see instructions): Chemicals (11) Commercial feed on hand (Sched. D) 5436 $1,745
a Amount received in 2022 . . 6a| 6b Taxable amount. .. ... 6b Conservation expenses (12) Prepaid expenses (Sched. E) F0 50
c If election to defer to 2023 is attached, check here . :| 6d Amount deferred from 2021.... | 6d Custom hire (13} Supplies on hand (Sched. G) $539 606
7 Custom hire (machine work) income . . 7 Employee benefits (13} Subtotal adjustments (exp. paid in advance) 5975 52 351
8 Other income, including federal and state gasollne or fuel tax credrl Feed purchased (16} $10,972 | (e) Net adjustment (beginning - ending) ($1,376)
or refund (see instructions) . .| B Fertilizer, lime (17) Expense Adjustments (due) Beginning Ending
o Gross ncame A amouns 1 e i coumn nes 1,250, 5 5 .64 7, o) you e [ a1,379, el icking (15 5428 | Farm accounts payable (Sched ) 59 5
- — - - Gasoline, fuel, oil (18) $182 Farm taxes due (Sched. Qi) 50 50
|I:3rtc:llr aml| E?;mﬁiii im:ﬁ:;:d Accrual Method. Do net imchude persomal °r?"“g expenses. See '""‘_mms‘ Insurance (20) Subtotal adjustments (expenses due) 50 50
Mso atach Form 4562 ... 10 | 5,500. ;i 29“5'0" and pmfrt—_s‘.hanng_plan-s ------- 23 Labor hired (22) %890 | (f) Net adju_stl_nent (ending - beginning) 50
11 Chemicals. . ... 1 ent or lease (see instructions): Pension, profit-share plans (23) {g) Depreciation {Sched. J + L+ M) $6,000
12 Conservation expenses a Vehicles, machinery, equipment. ...... 24a Rent, lease payments (24a + 245) {h) Total Operating Expenses {d +e +f+g) $38,545
(see instructions) ............... 12 | b Other (land, animals, ec.)............ 24b Repairs, maintenance (25) $1,828 | (excluding interest)
13 Custom hire (machine work).. . .. 13 25 Repairs and maintenance............. 25 1.836. Seeds, plants (26) (i) Net Farm Income from Operations (c - h} $9,224
14 Depreciation and section 179 expense 26 Seedsandplants..................... 26 ! )
(see instructions). ... .. ... . 14 6,001.| 27 Storage and warehousing . ............ 27 | Storage, warehousing (27)
15 Employee benefit programs other than 28 Supplies 28 6.359. Supplies purchased (28) 56,359 | Interest Adjusiments Beginning Ending
ey ... 15 290 Taxes............... 29 1,304. Taxes (farm) (29) Accrued interest (Sched. R + 8) $352 $681
16 Feed...............coein |16 10,972, 30 Utilities . .... | 30 1.615. Utilities (30) Interest, total paid (RS Sched. F line 21a + 21 b) $358
i Fertilizers and ime.............. 17 | 3 “E’te""ar" b"*’d'"g and medicine .| 31 Vet fees, medicine, breeding (31) (i) Net interest expense $687
18 Fre'grt" and uuc"'"g'_ """ - |18 428. 32 Other expenses (specify): Other expenses (cash only) (32 total) 51,869 (cash interest paid - beginning + ending)
19 Gasoline, fuel, and oil .19 182.| 2 Bank Fees 32a 242, ) )
20 Insurance (other than health) ... | 20 T 1,057. b Business Use OF Home 220 1,500. Resalg items pur.chased 55,885 | Total Farm Expenses (h + ]} $39,232
21 Interest (see instructions): —| ¢ LICENSE & PERMITS | 32c] 140. Deposits to hedging accounts (k) Sales of farmland (Sched. M) 50
a Mortgage (paid to banks, etc.) ... | 21a 1,196. d PROFESSIONAL FEES 32d 820. (d) Total Cash Expenses $33,921 | () Costvalue of farmland sold (Sched. M) 0
b Other . : |21 358.| e WEBSITE FEES 32e 668. (m) Capital gains or losses (k-1) 50
22 Labor hlred Lless empln]nrmt u'edns} 22 890. f 32f (n) Net Farm Income {(accrual) {i - j + m) $8,537
33 Total expenses. Add lines 10 lhrough 32f. If line 32f is negative, see instructions..........._............... |33 41,068. Net Farm Income (cash) (a - d) $13,743 | Value of Farm Production $30,912
34 Net farm profit or (loss). Subtractline 33 from line 9. ... .. . . e, 34 311. (c minus feed and livestock purchases)
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Statement of Cash Flows

 Divides changes in cash into three

Statement of Cash Flows

buckets:
« Operating - from income Beginning cash balance :
statement —F
 Investing - purchase or sale of Cash provided by operating activities - 5
Ca p|ta| assets Sale of capital assets 3
. . . . Purchase of machinery, equipment and farm buildings - S
o F|nanc|ng - loan pr|nc|pa| Cash provided by investing activities - $
received and repaid (plus Money borrowed 5
. Principal payments - S
personal investments or draws) personal income R
Owner withdrawals and income taxes paid - S
Cash provided by financing activities = S
 Actual checking account balance Net change in cash S
. Ending cash balance S
because it includes ALL uses of cash Discrepancy No Discrepancy S
MICHIGAN STATE | Eytansion
UNIVERSITY [ Farm Name




debt is a tool,
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Apply
Used properly
not a weapon
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Choosing a Lender

« Local relationship/reputation
« Bank specialty (ag/small business)

 Existing partnerships (e.g. FSA, SBA)

« Make sure they understand your business
« See if they are hungry for customers
« Emphasize your prospects for growth

« Be a“low-touch” customer
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« Short-term loans/lines of credit (~1 year)
« Operating capital for current growing season
« Secured by UCC filing with Secretary of State L

 Intermediate-term loans (2-10 years) "'""'“..-
« Machinery, trucks, and breeding livestock mi'
« Secured by UCC filing, serial #, VIN

« Long-term loans (10-30 years)
« Real estate and improvements
« Secured by a mortgage




Blanket UCC filing

 All farm equipment, machinery, tools, vehicles,
livestock, feed, seed, fertilizer, harvested and
growing crops, inventory, accounts, chattel paper,
documents, instruments, general intangibles, and
proceeds thereof, whether now owned or hereafter
acquired, wherever located.

 All chattel assets you currently own, and any
you acquire in the future

 Puts this institution “first in line” if there
were to be a liquidation of assets

« Rarely do other institutions want get in line
behind

UCC FINANCING STATEMENT

FOLLOW INSTRUCTIONS

A. NAME & PHONE OF CONTACT AT SUSMITTER (optional)

B. E-MAIL CONTACT AT SUBMITTER {ootional)

C. SEND ACKNOWLEDGMENT T (Mame and Addrass)

M 1

| eint | | Reset
SEE BELOW FOR SECURED PARTY CONTACT INFORMATION THE ABOVE SPACE IS FOR FILING OFFICE USE OMLY
1. DEBTOR'S MAME: Frovide oniy one Debtor name (12 or 16 (use £xnct, full name; donot amit, modFy, or aboneviste any pan of e Debinr's name]; f any par of tha indhadual Do nama wil
not it in lina 18, kave all of Bam 1 m:lnﬂcmeD and provida tha Individual Debbor information in kem 10 of the Firancing Statement Addaendem (Fom UCC1AS,

Ta CRGANMZATION'S HAME

oR —__§
. INDIIUALS ELRNARE FIRET PERGOMAL NAE [FOTATEAL e E RIS, [SUenE

e, MMAILING ADDREES TATY TRTE [FosTAL CoDE SRR

2. DEBTOR'S NAME: Provice only o Debtor name (23 or 20) (use e, full Rame; 4o ot omit, modfy, or abbreviate amy Pt of the Debior's Rame, Many part of the indhcual Dettces rama wil

ot Tt i i 20, ks all OF Rem 2 bknk, check hars andl provicks e Indhicue Detdor Information In Rem 10 of the Firancing Stabamant Atdandam (Form LCCTAS
Ia. ORIGANIATION S NAME

=

. INDIVIDUAL'S BURNAME FIRST FERSONAL NAMVE ADDITIZNAL NAME! S VINITIALIS) BUFFLIX

2r. MALING ADORESS oY STATE  |POSTAL CODE [COUNTRY

3. SECURED PARTY"S MAME jor MAME of ASSIGNEE of ASSAGNOR SECURED FARTYL Provice only one Sscured Pary rame Gaor 30)
33, OROAMIZATICN S M

oR

30 INDWVIDUAL'E SURNAME: FIRET FERSONAL NAME ADCHTEONAL MAME! EVINITIALIE ) BT
3c. MALING ADCRESS oY ETATE  |POSTAL CODE COUNTRY
4 COLLATERAL: This fnancing corvers the Tollowing colateral

o & an B 3 | onZ 3
[] Fuic-Firance Tranzaction ] Tranzacton ] Arettor s a Tranemitng wery [ sorcumraien [T woruice Fang
7. ALTERNATIVE DESIGNATION If sppicatier | [ esseat sssor || consigresiConsignor n EmierEuyer || Baieemair | | uemnsesuicenzor
& OPTIONAL FILER REFERENCE DATA:

FILING OFFICE COPY — UCC FINANCING STATEMENT (Fomn UCCT) {Rey O701/23)
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The Credit Application

REQUIRED STUFF

« Bank’s application form with applicant details and credit request

* 3years tax returns

« Balance sheet (global, with detailed debt schedule)

« Annual cash flow projection

« Credit check (hard pull - will affect your score in the near-term)

» Legal documentation (e.g. articles of organization, operating agreements,
insurance coverage, etc)

IMPRESSIVE STUFF

« Concise written request based in research and documented assumptions

- Borrower-prepared income statement that describes operating profit model
better than the Schedule F

« 3years cash flow projection (monthly for year 1, annual for years 2-3) |

« Full-fledged business/marketing plan |



Underwriting

« Are we comfortable with the risk?

FOOD FINANCE  _
¢ INSTITUTE .
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The 5 C’s of Credit

Capacity (cash flow)
« Can make payments when they're due
« Credit enhancement. co-signer, payment structure

- Capital (skin in the game)
- Equity contribution or down payment (shared risk)
« Credit enhancement. FSA guaranty

- Collateral (security)
«  What the bank can collect and liquidate to get made whole
« Credit enhancement. additional/familiar collateral

- Character (credit history)
« Score, slows pays, bankruptcies, collections
« Credit enhancement. pay down revolving debt, especially CCs

« Conditions (current business environment)

FOOD FINANCE
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Agricultural Balance Sheet

Consolidated Farm Business and Personal Statement

0.G. Farmer
0O.G. Land & Cattle
1234 Rural Route A

Anywhere, USA 11111 Date of Statement 12/31/20XX
a a n c e e e Current Assets Value Current Liabilities Value
Cash & checking accounts 50,000.00 |Accounts payable $ 8,000.00
Savings accounts & time deposits $ 20,000.00 |Short-term notes payable $ 25,000.00
Marketable stocks & bonds Prin. & Int. due within 12 mo. on I.T. loans $ 43,000.00
Accounts & notes receivable $ 2,000.00 |Prin. & Int. due within 12 mo.onL.T.loans | $ 42,000.00
. . . . . Market livestock $ 30,000.00 |Cash rent payable $ 16,000.00
4 WO rkl ng C a p Ita | (l I q u I d Ity) Crops & feed on hand $ 8,000.00 [Other capital lease(s) payable $ 7,000.00
Investmentin growing crops Accrued income and Social Security Taxes
Prepaid expenses $ 25,000.00 |Credit card balances $ 11,000.00
« Debt-to-asset ratio (leverage) Sunbies o bond__
Other current asset

[ N et WO rt h (S O Ive n Cy) Total Current Assets :{Total Current Liabilities

Intermediate Assets Value Intermediate Liabilities

Machinery, equipment, & trucks $  650,000.00 |Principal due beyond 12 mo.on machinery [ $  240,000.00
Leased machinery & equipment $ 180,000.00 |Capital lease payments due beyond 12 mo.| $ 42,000.00
L COl | a te ra | C Ove ra ge Breeding livestock $ 50,000.00 [Prin. due beyond 12 mo. on breeding stock
Notes receivable Principal due beyond 12 mo. on notes
Personal vehicles $ 15,000.00 [Loans on personal vehicles $ 10,000.00
H Cash value of life insurance $ 3,000.00 [Life Insurance policy loans
« Bull
U et OI nt Retirement accounts Other
Stocks & bonds not readily marketable $ 1,000.00
Household goods $ 10,000.00
Other
Total Intermediate Assets [ $:::1:909,000.00:{ Total Intermediate Liabilities 0292 000:00:
Long Term Assets Value Long Term Liabilities Value
Farm Real Estate Owned Farm Real Estate Mortgages
40 acres $  200,000.00 | 40 acres $  100,000.00
80 acres $  400,000.00 | 80 acres $  280,000.00
farmstead with improvements $  290,000.00 | farmstead improvements - grain setup $  130,000.00
Non-Farm Real Estate $ 50,000.00 [Non-Farm Real Estate Mortgages $ -
Other Other

Total Long Term Assets :]Total Long Term Liabilities
Total Liabilities
Net Worth

) | Total Liabilities + Net Worth

Total Assets




Balance Sheet Trends

FOOD FINANCE
INSTITUTE

UNIVERSITIES 5 WISCONSIN

12{14/2015 11/20/2017 12/31/2018 11/13/2019 8/10/2020
Assets
Current Assets:
Cash 56,125 55,188 52,015 514,716 S 10,661
Crops on Hand - priced
Crops on Hand - unpriced
Feed on Hand 3500 5178 3 909
Market Livestock
Accounts Receivable 5792 5165 5550 S -
Prepaids/Investment in Growing Crops
Marketable Securities
Other Inventory 52,000 3174 51,406 81,470 S 1,100
Other Current Assets
Total Current Assets 58,917 55,862 53,763 516,736 512,670
Intermediate Assets:
Cash Value Life Insurance 56,000 56,085 56,000 57,310 S 2,594
Machinery, Equipment 33,000 85,300 520,000 320,000 S 35,400
Trucks
Breeding Livestock 5600 5750 5600 5650 S 1,000
Automobiles 515,605 512,225 520,000 520,000 S 18,000
Household Furnishings
Other - Securities Not Readily Marketable
Other - Retirement Accts. $93,000 589,062 5126,414 $177,227 5 203,843
Total Intermediate Assets 5118,205 5113,422 5173,014 §225,187 5260,837
Long Term or Fixed Assets:
Real Estate $135,000 $135,000 $135,000 $150,000 S 150,000
Real Estate
Total Fixed Assets 5135,000 $135,000 5135,000 5150,000 $150,000
TOTAL ASSETS 5262,122 5254,284 5311,777 $391,923 $423,508

Liabilities
Current Liahilities:
Motes Payable - LOC
Motes Payable
CCC Loan
Current Portion Intermediate Debt
Current Portion Long Term Debt
Accrued Interest
Accounts Payable
Other - Taxes
Other - credit cards
Total Current Liabilities
Intermediate Liabilities:
Equipment notes
Auto loans
Student loans
Other
Total Intermediate Liabilities
Long Term Liabilities
Mortgage/land contract - Larry Larson
Mortgage
Other Loan
Total Long Term Liabilities
Total Liabilities
Owner Equity
Owner Equity Change (from previous year)

12/14/2015 11/20/2017 12/31/2018 11/13/2019  8/10/2020
$3,000 $4,000 $0

54,620 $4,620 $4,440 $10,284 59,760
513,092 $7,279 55,280 53,120 53,132
$98 $0

52,810 51,030 53,870 5 1,025
520,839 517,645 $7,800 $11,441 $ 10,000
541,361 529,544 $21,550 $32,814 $23,917
513,268 59,784 $9,198 55,380 $19,312
512,800 54,777 52,358

547,905 537,190 $33,651 $31,460 $30,172
561,173 546,974 $55,649 541,617 $51,841
$133,130  $120,759 5116849  S5113,632  5112,264
$133,130  $120,759  S5116,849  S113,632  $112,264
$235,664  $197,277  $194,048  $188,063 $188,023
526,458 557,007  S117,729  S203,860  $235,485
526,458 530,549 560,722 $86,131  $117,756
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Income Statement & Trends

Tax Return 2015 2016 2017 2018 2019 2020

(] N et p rOflta bl | |ty sale of Items - Resale 50 ) 50 86,277  $21,648 $25,499
Cost of Good Sold - Resale 50 50 50 55,736 512,842 514,066
. Total Items Purchased for Resale 50 50 50 5491 58,806 511,433
® C Ost Of p ro d u Ct| O n Sal: of Items - Raised 527,175 541,466 $39,355 539,629 552,420 $4$§,?15
Other Income , 000
Total Gross Income $27,175 441,466 439,355 540,120 461,226 565,149
) Less:

D e p rec I a t I O n Car & Truck 54,099 83,850 54,617 $5,588 $8,131 58,282

Chemicals

Custom Hire 51,323 51,451
¢ I ntere St expe n Se 54,448 56,708 56,065 56,364 511,777 56,625

Depreciation
Feed 58,055 59,065 $9,736 $9,192 58,829 57,816
Fertilizer & Lime

» Debt Service Coverage Ratio Freight & Trucking s150 S0 S5 os siam $u47s

Gasoline, fuel, and oil 5710 548 5241
Insurance 5397 5398 5649 5802 51,593
Mortgage Interest Paid to Banks 51,817 51,772 51,617
Other Interest Paid 51,325 51,092 5856 5729 5881 5933
Labor 5820 8735 5750 $683 5732 5205

Rent / Lease - vehicles, machinery, equipment
Rent [/ Lease - Land / Animals

Repairs & Maintenance 52,090 51,158 52,471 53,597 5955 55,321

Seeds & Plants 537

Storage & Warehousing

Supplies 58,949 56,890 54,294 51,676 55,536 59,014

Taxes 47 547 51,435 51,483 51,520

Utilities 51,717 51,875 $1,873 51,544 51,295 $1,352

Veterinary 5479 591 5157

Other Expenses 52,286 53,370 53,293 54,327 52,757 52,967
Total Farm Expenses 534,852 536,661 534,837 537,890 546,546 550,619

Total Farm Income (57,677) 54,805 54,518 52,230 $14,680 514,530



Cash Inflow

Operating Income

Year Total

January

February

March

April May

Sales of Livestock & Other Resale ltems

Sales of Produce Grains & Other Products Raised

Agricultural Program Payments (i.e. CSP, CRP)

Cash Rent Received

Monthly

Custom Hire (Machine Work)

Other Farm Income (ENTER TYPE HERE)

v || Wnnin

Non-Farm Income

Salary/Wages

Cash Flows

wn

Other Non-Farm Income (ENTER TYPE HERE)

Financing

Total New Short-Term Loans to Receive

New Term Loans to Receive

W

TOTAL CASH INFLOWS

$

e All those cash flows that aren’t on

Cash Outflow

Operating Expenses

Year Total

January

February

March

April May

Chemicals

the income statement

Custom Hire

Employee Benefits

Feed/Grain

« Buying & selling capital assets

Fertilizers and Lime

« Receiving & repaying loan

Freight and Trucking

Gasoline, Fuel, and Qil

Insurance (Other Than Health)

principal

Labor Hired

Pension, Profit-Sharing Plans

Purchased Livestock

« Ownerinvestments & draws

Machinery/Equipment Rent

Land Rent

Other Rent (ENTER TYPE HERE)

« Details seasonal “lumpiness” of

Repairs/Maintenance

Seeds and Plants

Storage and Warehousing

Supplies

Taxes (Farm Real Estate)

cash inflows and outflows
Utilities

« Thin months may require
Vet, Breeding, and Medicine

outside operating capital to Gilis

wvnunnmnnmnininnn|ninin DD ;s DD DY

Financing

. Other (ENTER TYPE HERE)
bridge the gap

Accounts Payable

Short-Term Notes Due

Term Loan Payments

Equipment Lease Payments

v |Wn|n|n

Non-farm Expenditures

Family Living & Taxes

wn

Other Non-Farm Expenses

-

TOTAL CASH OUTFLOWS

<~




Other Quick Thoughts

Even when one bank turns you down, it doesn’'t mean the next one will

Just because you can get more credit, it doesn't mean you should

Don't get outside credit without consulting your primary lender

The worst time to apply for operating capital is when you most need it

Loans terms are negotiable (within certain tolerances)

Loans are changeable; refinancing is not uncommon

FOOD FINANCE
INSTITUTE
UNIVERSITIES & WISCONSIN
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Discussion:
Buying Farmland

- Land is always expensive

Land loans take a long time

You can farm before you own land

Not everyone is a fit for FSA




Resources

Farm accounting | MU Extension

e Farm Balance Sheet Template - Farm Management

e MSU Income Statement Template - Farm Management

 Accounting Software Options for Farmers - Farm Management

* QuickBooks Chart of Accounts - Farm Management

e Loan Readiness Toolbox for Food and Farm Businesses - Center for Regional
Food Systems

e Time Management Workbook for Food and Farm Entrepreneurs - Center for
Regional Food Systems

* Funding Sources for Food-Related Businesses, Digital Directory Edition - Center
for Regional Food Systems

e FSA-2001 Request for Direct Loan Assistance

FOOD FINANCE
INSTITUTE

UNIVERSITIES = WISCONSIN

« Whatelse?
<#>



https://extension.missouri.edu/programs/agricultural-business-and-policy-extension/farm-accounting
https://extension.missouri.edu/programs/agricultural-business-and-policy-extension/farm-accounting
https://www.canr.msu.edu/resources/farm-balance-sheet-template
https://www.canr.msu.edu/resources/farm-balance-sheet-template
https://www.canr.msu.edu/resources/farm-balance-sheet-template
https://www.canr.msu.edu/resources/farm-balance-sheet-template
https://www.canr.msu.edu/resources/msu-income-statement-template
https://www.canr.msu.edu/resources/msu-income-statement-template
https://www.canr.msu.edu/resources/msu-income-statement-template
https://www.canr.msu.edu/resources/msu-income-statement-template
https://www.canr.msu.edu/resources/accounting-software-options-for-farmers
https://www.canr.msu.edu/resources/accounting-software-options-for-farmers
https://www.canr.msu.edu/resources/accounting-software-options-for-farmers
https://www.canr.msu.edu/resources/accounting-software-options-for-farmers
https://www.canr.msu.edu/resources/quickbooks-chart-of-accounts
https://www.canr.msu.edu/resources/quickbooks-chart-of-accounts
https://www.canr.msu.edu/resources/quickbooks-chart-of-accounts
https://www.canr.msu.edu/resources/quickbooks-chart-of-accounts
https://www.canr.msu.edu/resources/loan-readiness-toolbox-for-food-and-farm-businesses
https://www.canr.msu.edu/resources/loan-readiness-toolbox-for-food-and-farm-businesses
https://www.canr.msu.edu/resources/loan-readiness-toolbox-for-food-and-farm-businesses
https://www.canr.msu.edu/resources/loan-readiness-toolbox-for-food-and-farm-businesses
https://www.canr.msu.edu/resources/loan-readiness-toolbox-for-food-and-farm-businesses
https://www.canr.msu.edu/resources/time-management-workbook-for-food-farm-entrepreneurs
https://www.canr.msu.edu/resources/time-management-workbook-for-food-farm-entrepreneurs
https://www.canr.msu.edu/resources/time-management-workbook-for-food-farm-entrepreneurs
https://www.canr.msu.edu/resources/time-management-workbook-for-food-farm-entrepreneurs
https://www.canr.msu.edu/resources/time-management-workbook-for-food-farm-entrepreneurs
https://www.canr.msu.edu/resources/food_business_funding_sources
https://www.canr.msu.edu/resources/food_business_funding_sources
https://www.canr.msu.edu/resources/food_business_funding_sources
https://www.canr.msu.edu/resources/food_business_funding_sources
https://www.canr.msu.edu/resources/food_business_funding_sources
https://www.canr.msu.edu/resources/food_business_funding_sources
https://www.canr.msu.edu/resources/food_business_funding_sources
https://www.fsa.usda.gov/sites/default/files/documents/Form_FSA_2001_Request_For_Direct_Loan_Assistance.pdf
https://www.fsa.usda.gov/sites/default/files/documents/Form_FSA_2001_Request_For_Direct_Loan_Assistance.pdf
https://www.fsa.usda.gov/sites/default/files/documents/Form_FSA_2001_Request_For_Direct_Loan_Assistance.pdf
https://www.fsa.usda.gov/sites/default/files/documents/Form_FSA_2001_Request_For_Direct_Loan_Assistance.pdf

<H#>

Plan your food finance training, technical
assistance, or consulting today:

Contact Us

foodfinanceinstitute.org

info@foodfinanceinstitute.org

Food Finance Institute
/80 Regent Street
Madison, WI 53715
608-890-07/80



https://www.foodfinanceinstitute.org/
mailto:info@foodfinanceinstitute.org
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