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Understanding your cash flow summary

Projected Cash Flow Summary

* The projected cash flow summary

shows combined inflow, outflow,
capital sales/purchases along with
new credit and loan payments.

Net cash flow can be negative and
still show a positive term debt
coverage depending on when crops
are sold/carried over.

Cash balance and operating loan
balance tracks the starting,
changes and ending balances as
well as the peak operating loan
balance.

Total operating inflow 278,980

lotal operating outflow
Capital purchases
Capital sales

New credit

Loan payments

Net cash flow

Beginning cash balance
Operating loan borrowings
Operating loan principal payments
Ending cash balance

Beginning operating loan balance

Heak operaling loan balance (May)

Ending operating loan balance

230,434
6,100

31,325
69,025

4,746

3624
39,718
47 588

200

10,568
23,124
2,698




Understanding your cash flow summary

* This part of your cash flow
shows the overall change to

Change in cash . . .

Change in cumrent inventories ) working capital along with

Change in operating loan balance

Change in ofher current loans “ specific changes to each current
Change in princ due on term loans (=) asset and Current |iabi|ities.

Estimated change in working capital

Projected Change in Working Capital




Understanding your cash flow summary

* The projected income statement
shows the net farm income
calculations.

Projected Income Statement

(Gross cash farm income
Inventory change - income items
(3ross revenue

Cash farm operating expense
Interest expense

Depreciation

Inventory change - expense items
Total farm expense
Nelfarmincome

261,480

37,795

223,685

175,434
7.831
18,361
3,397
198,230
25,455




Understanding your cash flow summary

Projected Earned Net Worth Change

MNelfarmincome 25,455
Fersonalincome (*+) 17,500
Family living expense (=) 45,000
Income taxes accrued (- -2.500
Fersonal loan interest expense { 5 742

Eamed net worth change (=] -5 287

* The projected earned net worth
change shows the earned net
worth change calculated from
the net farm income plus
personal income and subtracting
personal expenses such as family
living, income taxes accrued and
personal loan interest expense.



Understanding your cash flow summary

* | consider this a very important

portion of your cash flow. The Term Debt Coverage —
Term Debt Coverage area shows Farm  and Famm
the calculation to determine Netfarm income from operations 25 t‘u 25 -153!:
capital debt repayment capacity,  |Sulsum"n. SOt
brings in ter_m debt _payments Family living expense (-) 45,000 45 000
and determines Capltal debt Personal interest expense (-) 5,987 5,987
repayment margin (Overa” Frincipal payments on personal debt () {934
. . . Income taxes accrued () -2 500 -2 500
return to farm In my OplnlOn) Interest on term debt (+) 2,810 11,776
and CaICUIateS the term debt Capital debt repayment capacity (=) 1 jl;lr: 24 E:i?lii
Coverage. LenderS prefer TE‘I’T‘I‘II.'IE'E"[FJH}'TT‘IE-M'S 3'.J.-.;'t3‘:_i 43 l::ﬁ
. e Capital debtrepayment margin -19,163 -19.163
minimum of 1.0 or stronger, but Term debt coverage ratio 0.37 0.56

maybe lower depending on
current balance sheet situation.



Understanding your cash flow summary

Financial Standards Measures ° Th e f| nan Cia | stan d 3 rd S
et measures calculate several of

Norking camil 10 rose revene oo 108 the measures that we discussed

Solvency (market)

in the understanding your

Debt to equity ratio 0.4

Profitability (market) _L Income statement presentation,

Netfarmincome

Rate of return on assets 51% I . I I M h . h I M h h I
Rate of return on equity 56% SO WI J u St Ig Ig t t e a rea
Operating profit margin

focus mostly on with farmers

Repayment Capacity

Term debt coverage ratio (farm) UJ: and that iS the effiCiency ratiOS

Replacement margin coverage ratio .

EMckncy N of operating expense,
Asset turnover rate (market) 22 -

Operating expense ratio

depreciation, interest expense

Interest expense ratio

MNet farm income ratio . a n d n et fa rm i n CO m e .

Other

Term debt coverage (farm+personal)
Termdebtto EBITDA

Burn rate working capital (years)
Burn rate net worth (years)




Understanding your cash flow summary

* Burn rate working capital and
burn rate net worth are
relatively new additions to the
cash flow and based on the
current balance sheet and cash
flow plan, it shows how many
years a farm can withstand the
potential losses on the farm.

Financial Standards Measures

Liquidity Beginning
Currentratio 2.0
Working capital 59,514
Working capital lo gross revenue 26.6 %
Solvency (market)

Debt to asset ratio 294 %
Debt to equity ratio 0.4
Profitability (market)

MNetfarmincome

Rate of return on assels

Rate of return on equity

Operating profit margin

EBITDA

Repayment Capacity

Term debt coverage ratio (farm)

Replacement margin coverage ratio

Efficiency

Asset turnover rate (market)
Operating expense ratio

Depreciationratio

Interest expense ratio

MNet farm income ratio

Other

Term debt coverage (farm+personal)
Termdebtto EBITDA

Burn rate working capital (years)
Burn rate net worth (years)

Ending
14
24,079




Understanding your cash flow summary

e Shocks to Farm Term Debt
Shocks to Farm Term Debt Coverage Ratio Cove rage Ratio show how farm
10% decrease in gQross income term debt Coverage WOU'd
change depending on Increases
to interest rates or operating
expenses as well as a decrease in
gross income.




Understanding your cash flow summary

* The cash inflow and outflow
page summarizes when income
and expenses occur during the
year. It helps to determine peak
operating loan balance needs.
For FSA operating line
borrowers, a 12 month cash flow
IS @ requirement.




Understanding your cash flow summary

Fuby My

* The next page shows planned
capital purchases, new credit
needed as well as loan payments

including principal and interest
splits.




Understanding your cash flow summary

* The bottom summary shows the
surplus or deficit in each month |
which FINPACK uses to calculate [
the ability to pay back operating  [EG_GEGG———_—
loan balances or new borrowing
needs to determine needs
throughout the year.

e Lil ] ¥ [ 124d}

ANNUAL OPERATING LOAN TRANSACTIONS & BALANCES

|

£0C EnC




Understanding your cash flow summary

OF & LIVESTOCK PRODLCT

* The crop and livestock
production and summary shows
your crop production as well as
sales, purchases and prices
throughout the year.

Furthased

ks



Understanding your cash flow summary

* The projected inventory change PROJECTED INVENTORY CHANGE
page shows the beginning and
ending inventory amounts and
values and is used to calculate
the changes in working capital
and net farm income.

FTOTAL PLANNED INPUT QUANTITIES




Understanding your cash flow summary

ALANCE

) - * The balance sheet page
summarize your balance sheet
2., history as well as your projected
beginning balance sheet after
the cash flow year is completed.



Understanding your cash flow summary

CROP ENTERPRISES

* The crop production summary and
detail pages show the cost of
production summary with the
detailed page showing the specific
budget information that was
entered in from the budgets as well
as the calculated overall expenses
from the labor hours entered on
your budgets.

* It also shows machinerJ cost per
acre which is calculated by adding
fuel, repairs, intermediate interest,

machinery depreciation and
custom hire expenses together.

ovt payments

Cost of Production




Understanding your cash flow summary

Farm Finance Scorecard - Year 1 2005

Liguidity

* The farm finance scorecard page
takes your financial ratios from
the cash flow and compares
them to the farm finance
scorecard and places your
information on the scale from
vulnerable to strong.
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165,139
27,646

183

1man
86113

|
61,480
income SEvement Trangs

Cnooé and feed
Marke! lvasicok
Ereecing Ilvesiock
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il IFripd
Total deprec|ation
Met farm Income from operations

Galn o Caplial sales - .
Mal Tarm inoome 45,030
181,068
91,204

h flow summary

e The income statement

oo

—_—1

trends page shows the
history of your previous
FINANs as well as
projected income
statement for the year
of the cash flow.

2003

4,338
a7

B 4G4
101,720

101,230



Understanding your cash flow summary

2004

* The financial trends page shows
your financial trend history as
well as your current financial
information for the year of the
cash flow, which both this page
and income trends are helpful to
lenders to look at longer term
trends, not just the immediate
past year or current year to
make financial decisions.




