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ABM Decision Tools for Financial Analysis
ABM Training for Extension Professionals
December 15 & 16, 2022

CSU Agriculture & Business Management Team
https://ABM.extension.colostate.edu

Utilizing Financial Statements
Balance Sheets
Cash Flow Statements
Income Statements

Brent Young | ABM Economist
ABM Training for Extension Professionals
December 15 & 16, 2022
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Balance Sheet

 A statement of the financial 
condition of a business or person at 
a specific point in time.

 Can provide a measure of business 
performance over a period of time.

 Assets – list of items owned.

 Liabilities – list of financial 
obligations.

 Net Worth – Portion of the value of 
the assets owned by the owner(s).

Agriculture & Business Management
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CSU’s Balance Sheet
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CSU’s Balance Sheet

Agriculture & Business Management

CSU’s Balance Sheet
Schedule 1‐2

1a. Farm/Ranch Cash & Savings
1b. Personal Cash & Savings

2a. Farm/Ranch Accounts Receivable
2b. Personal Accounts Receivable

Agriculture & Business Management
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CSU’s Balance Sheet

Schedule 1‐2
1a. Farm/Ranch Cash & Savings
1b. Personal Cash & Savings
2a. Farm/Ranch Accounts Receivable
2b. Personal Accounts Receivable

Schedule 3‐4
3a & 3b.  Marketable Securities
4a & 4b.  Not Readily Marketable Securities

Schedule 5
5a & 5b.  Hedging and Trading Accounts

Schedule 6‐7
6a & 6b.  Life Insurance
7b. Retirement Accounts

Schedule 8‐10
8a.  Grain & Feed for Sale
9a.  Grain & Feed for Own Use
10a.  Supplies on Hand & Prepaid Expenses

Schedule 11
11a & 11b.  Growing Crops

Schedule 12‐13
12a & 12b.  Market Livestock
13a & 13b.  Breeding Livestock

Schedule 14
14a & 14b.  Real Estate

Schedule 15a
15a.  Machinery and Equipment

Agriculture & Business Management

What is a Statement of Cash Flows

• The cash flow statement summarizes the cash inflows (receipts) and outflows 
(expenditures) of a business over a specific time.  The accounting period is usually 
one year divided into 12 monthly periods.  The cash flow statement can be used in 
either of the following ways:

– As a long‐range projection or forecast of future operations   (called pro forma 
or planning analysis). 

– As a historical (after the fact) record containing actual financial data.

Agriculture & Business Management
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CSU’s Statement of Cash Flows
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CSU’s Statement of Cash Flows
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CSU’s Statements of Cash Flows
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CSU’s 
Statements
of Cash Flows
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CSU’s 
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of Cash Flows
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CSU’s Statements of Cash Flows

Agriculture & Business Management

What is an Income Statement?

• An Income Statement: 

⚬ Lists all sources of farm revenues

⚬ Describes the nature of farm expenses 

⚬ Calculates Net Farm Income

• Multiple income statements can allow a farm manager to compare profitability 
to previous years and similar farm operations 

• Also referred to as a Profit and Loss Statement

Agriculture & Business Management
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Thank you
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Financial Ratios
ABM Training for Extension Professionals
December 15 & 16, 2022

Jeffrey E. Tranel | ABM Economist
jtranel@colostate.edu

Why do Financial Analysis?

 To measure and identify the financial 
strengths and weaknesses of a business.

 To provide an “early warning system” of 
developing financial problems.

 To make comparisons with previous years, 
other similar operations and “rule of thumb” 
benchmarks.

 To assist managers in decision‐making.

 To help lenders and other creditors evaluate 
credit risk when acquiring a loan.

Agriculture & Business Management
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Why do Financial Analysis?

 To measure and identify the financial 
strengths and weaknesses of a business.

 To provide an “early warning system” of 
developing financial problems.

 To make comparisons with previous years, 
other similar operations and “rule of thumb” 
benchmarks.

 To assist managers in decision‐making.

 To help lenders and other creditors evaluate 
credit risk when acquiring a loan.

Agriculture & Business Management

Benchmarks?

 Guidelines, general rules of thumb.

 Vary by industry, enterprises, risk preferences, age, etc.

 “Stop Light” Approach.
 Green = financial strength + low risk
 Yellow = moderate financial strength + moderate risk
 Red = financial weakness + high risk

 Trends are better guide than single measure.

Agriculture & Business Management
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What to Measure?

1. Liquidity

2. Solvency

3. Profitability

4. Repayment Capacity

5. Financial Efficiency

“Understanding Your Financial Health Using Ratio Analysis”

Agriculture & Business Management

Where is the Data?

Agriculture & Business Management



12/12/2022

15

Where is the Data?

Agriculture & Business Management

Financial Measure – Liquidity – Current Ratio

Agriculture & Business Management
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Thank you

Developing Useful Budgets
Cow-Calf Enterprise Budgeting Tool

Jenny Beiermann | ABM Economist

ABM Training for Extension Professionals
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Enterprise Budgeting

• Most basic and important decision is choosing the combination of products or 
enterprises to produce 

• Physical and financial plan for a specific crop or livestock enterprise

• Meant to be completed at the beginning of each year for you to budget your 
projected expenses based on your projected income 

– Similar to a SWOT analysis 

• Yields, prices, and expenses entered should be what you expect under normal 
conditions

Agriculture & Business Management

Enterprise Budgeting 

• Enterprise budgets: 

– Comparing competing enterprise budgets side by side 

– Calculating returns above variable or total costs 

– Analyzing break‐even price and yields 

– Comparison of production techniques

• Each budget should be developed on the basis of one small common unit

– One acre of hay, corn, wheat, etc. 

– One head of livestock 

Agriculture & Business Management
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Developing an Enterprise Budget

• Can be organized and presented in several different formats, but they typically 
contain four sections: 

1. Income/receipts

2. Variable or operating expenses

3. Fixed expenses

4. Net Receipts

Agriculture & Business Management

Step 1: Income/Receipts

• Estimate total production 

– Output or yield 

• Estimate expected output price for selling your commodity 

– Be as realistic as possible 

Agriculture & Business Management
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Step Two: Variable or Operating Expenses

• Estimate Variable costs 

– Anything that varies with the amount of product you produce 

– The out‐of‐pocket costs that must be incurred if the enterprise is produced or 
grown

– Examples: hired labor, repairs, fuel, feed, supplies, veterinary medicine, etc.

Agriculture & Business Management

Step 3: Fixed Expenses

• Assess fixed costs

– Will occur and stay the same no matter how much you produce – even if you 
don’t produce at all 

– Examples: depreciation, taxes, insurance, etc. 

• Proration of these costs can be difficult 

– Especially when you have more than one crop or enterprise 

– Land charges are generally based on one of three acceptable methods:

1. Interest opportunity based on current value of land 

2. Owner rental income 

3. Typical cash rent charge (market value) 

Agriculture & Business Management
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Step Four: Net Receipts

• Calculating Net Receipts 

– Net receipts represent income which is left for the farmer/rancher and family to live 
on, pay debt, invest, or save 

Calculating Net Receipts

+ Income 

– Variable or operating expenses

– Fixed expenses

+ / – Net Receipts

Agriculture & Business Management

Break‐Even Analysis 

• Break‐even occurs when total receipts equals total costs  

• The point at which you have sold enough units to cover all your production costs 

– Both changes in prices and costs affect your break‐even point

• Through a study of combinations of break‐even prices/yields, a manager can form 
reasonable expectations of changes necessary to obtain a price and yield 
combination that will cover projected costs

Break-even 
Yield =

Total Costs

Total 
Production

Break-even 
Price =

Total Costs

Sale Price

Agriculture & Business Management
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Limitations to Enterprise Budgets

• Biggest limitation to enterprise budgeting is lack of information 

• Budgets deal with future actions

– Can be difficult to make accurate estimates

• Estimates of prices, costs, yields may be imperfect 

– Decisions must be made on the best estimates available 

– The more you budget and sit down to analyze your business at the 
beginning of the year, the more accurate your budgets will become

• Failure to budget due to insufficient or imperfect data accomplishes nothing 

Agriculture & Business Management

ABM Team Enterprise Budgets

• The ABM Team develops budgets for major crop and livestock commodities grown in 

Colorado 

• All templates can be adapted for your own operation 

• https://abm.extension.colostate.edu/enterprise‐budgets/

Agriculture & Business Management
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Thank you


