unn 6 MsatAs1tKuadEagaIwasy (daun 1)

MAPASUIFNEASINEASUaNSWEINS



https://unsplash.com/@karsten_wuerth?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/@karsten_wuerth?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/@karsten_wuerth?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/photos/UbGYPMbMYP8?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText

KU [
HaoYyo

KASETSART

UNIVERSITY

1. M1SILASI:KOMS1EIUN1IINISIIU

2. N1SI0YUNNYDIWISU

3. NMsdavannwuazus:gnsniw

4. NNSILASIKLIGIWUSTUINYU

5. NSILIASIKLLUDTUNYDISSNAWASY

6. MSILASIKAUNULLA:UandULNU

| )/\ E 2023 NADALFASHIAANSINUASILA:NSWYINS

sssssssssssssssssss




1. N1SILAS1:KOMS1EIUNIINISTU

NAJYIFASHIAANSINBASILA:NSWYINS



w 1. N1SILASIEKD(S1dIUNIINISTU

KASETSART
UNIVERSITY

* Ability to pay debts in
next 12 months

Liquidity

* Ability to pay all debts if

SOlvenCy assets were sold

* Ability to produce
Income

Profitability

* How well resources and

Financial efficiency expenses were used

1
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Measures of Liquidity

NCR dnsrdulunainuaniwaaasdng (Net capital ratio: NCR) ., total farm assets
total farm liabilities
] . . - total current farm assets ®* CR<=1is considered vulnerable
ens1a‘3ur1unquwau (Current ratio: CR] total current farm liabilities = e R >= 2 is considered strong
« Shows ability to meet current debt obligations from current assets in the next 12 months
* E/V<=.50is considered
/V = vulnerable (leveraged farm)
« Shows how well farm manages its debts and funds its asset requirements total farm assets . .
* E/V>=.50is considered strong,
conservative, own more funding
- = . . from equity than debt.
WC GunukyuiBeu (Working capital: WC)
The money available for use in the current and near future WC = total current farm assets — total current farm liabilities

The amount of working capital needed by a business varies with the type of
business, but generally, the higher the WC the better the financial condition of
the business.

| )/\ E 2023 NADALFASHIAANSINUASILA:NSWYINS
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KASETSART
UNIVERSITY

Measures of Solvency These measures are in the short list for evaluating financial position and

. performance.
[market value basis)
NW Net Worth [NW] or Owner’s Equity NW = total farm assets — total farm liabilities
Higher NW = more financial strength, exact desired levels depend on
« Shows the wealth of the individual or the business type of business & preferences of owners.
B IO Debt/Asset Ratio or Debt ratio Sy, o S T A A *  D/A<=040=strength
— total farm assets ® D/A >=0.70 = vulnerable

» Measures the size of the debt load compared with total asset The higher the D/A ratio is, the more vulnerable the business is

« can be interpreted as the percent of the business’ total value owed to creditors

. ) /E= total farm liabilities *  D/E<=0.40 = strength
D/E Debt/qu"ty ratio bie = total farm equity * D/E>=1.5=vulnerable

* Measures debt relative to net worth or equity also called the leverage ratio

| )/\ L= 2023 NADALASHIAENSINBASILAzNSWEINS
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Measures of Financial Efficiency

ROA Return to total assets ROA = —_Retprofit . 149

"~ total farm assets

« Measures how efficiently farm assets are being used to generate revenue . . . L
The higher the ratio, the more efficient the farm is in using its assets.

Varlable operating ratio JoR — fotal operating expense . 4 o

: : gross farm revenues
« Shows percentage of gross income used to pay operating expenses

The higher the ratio, the more gross farm income are being used to pay variable
operating expenses

« Shows percentage of gross farm income used for total fixed expenses gross farm revenues
The higher the ratio, the more gross farm income are being used to pay interest

expenses

GR = *  GR <100 = profit

* Shows percentage of the gross revenues that remain after all expenses are gross farm revenues
paid The higher the ratio, the more gross revenues are being “saved” for net farm income

EX. GR = 64% W&o nne 1 uingaisielasougaiwisua:

N/ FomFnoninua 64 amif
D/\ L= 2023 NADALFASHIAANSINUASILA:NSWYINS
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Measures of Profitability These measures are in the short list for evaluating financial position and performance

(cost basis)

Net farm income = Gross Revenue — Total operation expenses — Total financing expenses

« Measures the returns to unpaid labour, management, owner equity

» Obviously, a higher NFI = mcl.z\,retprofitable | ¢ t ROI = NFI + farm interest paid — owner withdrawals for unpaid labor & management
“ eturn on investmen B average farm investment

« Represents the average interest rate being earned on all investments in the business. ROI: The higher the value, the more profitable the business
Return on EQUity — NFI + farm interest paid — owner withdrawals for unpaid labor & management

average farm net worth

« Represents the interest rate being earned on average net worth _ _ . ,
Ratio = ROE / ROA If ROE/ROA >1 = strong = debt capital contributed more than it cost, If ROE/ROA <1 = vulnerable

* The higher the value, the more profitable the business

Operatlng profit margin ratlo
_ NFI + farm interest paid — owner withdrawals for unpaid labor & management
* Measures the operating efficiency of the business — gross farm revenues

OPM: The higher the value, the more profitable the business.

EBITDA Earnings before interest, taxes, depreciation, and amortization

* Measures earnings before interest, income taxes, depreciation, and amortization =~ EBITDA = NFI + interest expense + depreciation expense

EBITDA: The higher the value, the more profitable the business
NV ROS (Return on Sale) or Net
D/\ A farm profit margin

NFI + farm interest paid — owner withdrawals for unpaid labor & management
KASETSART UNIVERSITY gross farm revenues
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e JunnRauRdonsEINIINISINBASIIKUA

*  {Fwunlun1syuanisJuaunNIIWUNNONSDJ
*  mnisuaalunauuinni 1 sasunisuan/u
* JAdad: pastguoudnd MuoulsiSou 1o

AU2UUD Yungadlsiéou wa=AMUKUILUU

e Jsuhauwavanninuanouaala

* FUdUUSINUNIKUA [Damuan
* yamuauan nJu: Sumanu)

* yamFunsSweanJHUQ * Fusudmauduan (fusunu)

* yamaunSwegansualiingol
[Net worth)

| )/\ <= 2023 MASIIASEIFANAASINYASUANSWEINS 10

sssssssssssssssssss



3. NMsdauanniwua:zus:gnsniwnas

NAJYIFASHIAANSINBASILA:NSWYINS



@ nisdadannmwua:zus=ansnaw

KASETSART
UNIVERSITY

UannNIw Us=dnsnw

[productivity) lefficiency)

AUIUAIN dasddudsuIcuuavannla AUICUAIN DOISIFIUSMINIYaAMUAUANN

deUsurcudrionisuanntd lasuneyamUrismsuannlalyll

(output/input)
Wu ueuou vandnlwa@uidaslduavan 1 au/ls douunensudal

daAgadanlauacan 1.5 au/ls udninuiens Juannwnisuandd
) nJuNgUBU

|
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- U3390unN1gnNIwW
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U33901unisiau

-
-
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2
NTONYED WaBEIERE
W 1 <
2
o
- . N - . N - N
tuntsdnisuanaiuisn Js=ansniwnistgnaunis _ . B
N . .o s _ _ AJISWAIstuINIslgUs:lugu
danlauanno 1 su wunn Walstulaasinisnisuan N . D e
S ., - L yaJlsJisou/uo ag1Jaun
WuanisiasanmuIudu s=g:=Uan nson1sly AN
o _ o O Tudaouninibb
saunmnMsuanlurxudd Js=loguluwunsiuade
\ Y, \ Y, \ Y,
X . AUIUWUNFlUNISNANISY e FRuNld BiauBIua0s
mstgus:logunau (%) = — X 100 O

UIUWUNNIKUONawIsalduaanla g
2¢1J0Us=ansnw

msdaus:ansmwiannnistgds:Togugointuaoimidis:uumsnmwWisUaIY U NSCULASUINIWDIWEJ TNIsiuIdauWuniwa(g
Wuukaiur weds:leguwunaduayumsuaa umsmudcumstdus:Togizaswunniiuanmwisdsimuacuanwunnuin g
Us:logdnmamunmisasisvannmwikunwisuinidu
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1] N1sdnuanauUNUUNLSIINUIANYDI NUENS Wa:NISIONIS ROLCM = net profit — unpaid family labour

(Return to unpaid operator’s labor, capital and management: ROLCM]

ROLM = ROLCM — [average net worth * ROI]

labour income

2] N1SI0UAaNdULNULNUSIINUIIYDIWISULLA:NISTONIS

(Return to unpaid operator’s labour/ and management: ROLM r13ai3an31 labour Income) Labor income per hour - . 2 = 4 s - e
FuauFdluinsrnuaniIYaIWISUNIU

3) nissauanaultnunuanslla=N1sinnis ROCM = ROLCM — unpaid operator’s labour

(Return to operator’s capital and management: ROCM)

Management income = ROLM — unpaid operator’s labour

- _/

(Return to management: ROM)

Management income = ROCM — (average net worthxROI)

2023 MASIIASEIFANAASINYASUANSWEINS 16
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KASETSART
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NI 155,717.00
Unpaid family’s labour 50,000
ROLCM 155,717.00-50,000= 105,717.00
ROLM 105,717-(1,278,241x3%)= 67,369.77
ROCM 155,717.00-50,000= 105,717.00

duun drugaimvaiauduazdareudininu

vasoudiugaJiingalauua:uane 2,556,482.00
Average net worth 1,278,241.00
rate of return on investment 3%
Assumed Return on investment 38,347.23
Management income (ROCM - average net worth* ROl 105,717-(1,278,241x3%)=67,369.77

Unpaid family’s labour = 0

2023 NADALFASHIAANSINUASILA:NSWYINS



DIAGNOSTIC ANALYSIS

Is there an earnings problem?

« If NFI < goals but ROE and ROA >= goals, => the problem may be size

« If NFI >= goals but ROE and ROA <= goals, => the problem is in operation & organization

Is the problem temporary or permanent?

* Temporary = caused by uncontrollable event not expected again

« Permanent = due to situation expected to occur again

* |f OPM is low and ATR is reasonable: operational problems

« If ATR is low and OPM is reasonable: organizational and size problems.

Has a structural change occurred?

Is it a management problem?

KASETSART
UNIVERSITY
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N1SILAS1KLIUSEULNEU

* gurawsu

2

* Aunuuacnsuunu
* pamaunswe

v

KASETSART
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*  panIN1sain

v 1

* Usucubundu

*  ANWOUAINMINSEU

*  AUAEdIAINMINMSETUYDIWASY

*  M2:kUFU

* aAnwawwsalumstdaunswe

* anuawsalunisnMmisyaiwsu
Usurruuavaanfiunenld

yamuauan
sas1uavaanlasudemsiFiiunisuan
mst§us:Togunau

Uszansnwnistasiinu (percentage of labour efficiency: PLE)

FIUIUUSIINUNIKUORMOINALS

PLE = x 100

N UDUllSJJ’IUﬁJHUOﬁtg’igJ

ApJIlAs1KAUNULA:yanauLnu Msasiinmls mistgusiou
yamaunsweniglunmisuan vannwua:us:ansniwliunis
vangaJuna:gindumnwisuuan wasiwseutReudaum
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whsudugy  whsunua

N1s3ngurawisu
WunUanwy (Ts) 49.5 60.0

- 41udulagu (M) 5.0 13.0
usJJunsoisou (PE) 3.8 4.0
yaALaagyaInSWEFUNIKUO 289,680 656,750

2023 NAdALFASEIAENSINUASLA NSWEINS
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whsudugs  whsunua

ddanlsuazganauunu

Management income 25,400 68,500
Labour income 35,000 46,000
Operating ratio 0.41 0.25

Fixed ratio 0.31 0.53

2023 MASIIASEIFANAASINYASUANSWEINS 22
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a2dads=ansmwuazuannw whsuduY whsunua
yaA1geswgnveld (uan/ls) 254,000 225,700
vavandlwa (nn./Ts) 1,435 914.0
vauaadd (nn./Ts) 745.0 810.0
s1mMaagvasdalwanueld (vin/nn.) 8.5 7.8
s1MaagyaIdanueld (uin/nn.) 10.4 9.3
swloaas (uin/nn.) 13.2 14.5
aunumde (un) 4,450 4,760
yarmlawolads (Un/dd) 30,500 89,500
simlaguadsunveld (vin/nn) 90.0 120.0
momisdula (uan/nn.) 13.5 8.9
% relative labour efficiency 88.0 92.5
Wonww=Uan/PE 13.02 15.0
yarlattotade/PE 8,026.3 22,375
yamgainswegdunu/PE 76,231.5 164,187.5

2023 NADALFASHIAANSINUASILA:NSWYINS



KU A2981IN1SWUSYULREUAIVEIUISONISIONISOIUNISTU

KASETSART
UNIVERSITY

Net worth statement

whsuBUHY

whsunua

whsudugs  whsunua

nSweduryudsu (uan) 79,000 99,800 Income statement

nSwgdunnas (uin) 700,500 890,000 s1glasougoiwisu (uan) 230,000 489,600
nSwgdunikua (uan) 866,400 1,065,400 Adneds:nounis (u1n) 165,300 234,000
niauryuBou (un) 45,000 320,000 Atgdenan (un) 24,700 52,440
nuZus:e:e10 (Uan) 86,500 45,000 sielagnszoiwisu (uin) 65,500 65,500
niidunJkua (un) 251,500 450,000 OR 0.72 0.48
Net worth 614,900 615,400 FR 0.11 0.11
Current ratio (CR) 1.75 0.31 Cash flow statement

Intermediate ratio (IR] or . 043 sreldgnsndutuaan (van) 58,340 76,900
Working capital ratio (WCR] A2WdIIsnlunisnidus:e:Uiu

Net capital ratio (NCR] 3.44 2.36 na1J (uan) 68,000 ~3.000

2023
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KU AN EXAMPLE ANALYSIS: LIQUIDITY

KASETSART
Liquidity Farm Relative rating of actual measure
* 2.0

UNIVERSITY

Current ratio 1.6 1.0
Working capital 110,877
Working capital to gross revenues 14% 10% * 30%

Current ratio is 1.6 and working capital to gross revenue is 14%
* These are not vulnerable, but neither are they strong.
* They are just below the averages for dairy farms, dairy and crop

farms, and for all farms.

2023 NADALFASHIAANSINUASILA:NSWYINS
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KU AN EXAMPLE ANALYSIS: SOLVENCY

KASETSART
UNIVERSITY

Solvency (market) Farm Relative rating of actual measure

Net worth (equity] 1,043,346

Debt/asset (D/A) ratio 46% 70% * 40%
Equity/asset (E/A) ratio 54% 40% * 70%
Debt/equity (D/E) ratio 0.86 1.5 * 0.43

* Net worth (market value) is 1,245,879 and debt-to-asset ratio is 46%.
* These show a fairly strong financial position and do not raise immediate concerns
about your farm.
* Net worth is much higher than that of other farms, and debt/asset ratio is very

similar to the averages for dairy farms, dairy and crop farms, and for all farms.

2023 NADALFASHIAANSINUASILA:NSWYINS

@2022 Kent Olson and John Westra



KU AN EXAMPLE ANALYSIS: PROFITABILITY

KASETSART
UNIVERSITY

Profitability (market) Farm Relative rating of actual measure
Net farm income 38,575

Rate of return on assets (ROA] 3.8% * 4% 8%
Rate of return on equity (ROE]) 2.2% * 3% 10%
Operating profit margin ratio 8.7% * 15 25
EBITDA 245,520

* NFlis $98,575, ROA(market) = 3.8%, and ROE(market) is 2.2%.
®* Your net farm income is very good this past year; it is higher than the average dairy farms and just

less than the average for all farms.
* However, your ROA and ROE are lower than those of other dairy farms, and they are far below the

averages for all farms.
* The fact that your ROE is lower than your ROA is a concern.

2023 NADALFASHIAANSINYASILA:NSWYINS
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& AN EXAMPLE ANALYSIS: FINANCIAL EFFICIENCY

KASETSART
UNIVERSITY

Financial efficiency Farm Relative rating of actual measure
Asset turnover rate (market) 43% 20% 40%
Operating expense ratio 75.6% 80% * 60%
Depreciation expense ratio 5.5% 20% 10% *
Interest expense ratio 6.3% 20% 10% *
Net farm income ratio 12.6% 10% * 20%

ANALYSIS *  Your asset turnover rate (market] is 43%, which is almost in the strong range and higher than the
averages.

* The operating expense ratio is 76%, which is similar to other dairies and slightly higher than the
overall averages.

However, since the operating expense ratio is closer to the vulnerable range than to the strong range,
it points toward the need to evaluate your expenses.

This evaluation needs to look at the prices you pay for inputs, the efficiencies of using inputs and the
production practices you are using.

2023 MASIIASEIFANAASINYASUANSWEINS 28
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AoasINIstauln
(growth rate]

gan1satduunLfiodu
{usouUnisuaadiaiuu
nudnisyannuiuun

Waguuday
2. NSILASIK

1) tAS1=KAIU
AMuwWasuuwdad)

vams 2561 2562 2563 2564 2565 van1s 2561 2562 2563 2564
0duau 0duau
vavaanaols 835 947 976 993 1,075 vavandols  13.4% 3.1% 1.7% 8.3% 13.4%
(Alansu) (Alansu)
yamoawan 5270 5365 5425 5345 5,850 yamoavan  1.8% 1.1% -1.5% 9.4% 1.8%
(un) (u1n)

i . yaAUUR0u — yamundiuun
dasmsiavln = — x 100
yanUnUIuw

1
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KU Marketing performance
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_ _ farmer’s average buying price
Price paid rate (%) = X 100

average market price

farmer’s average selling price

Price received rate (%) = _ X 100
average market price

| )/\ E 2023 NADALFASHIAANSINUASILA:NSWYINS
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AU \WHAT TO DO IN HARD TIMES

KASETSART
UNIVERSITY

* Talk with partners, family, and employees * Re-evaluate family expenses

* Develop or update a cash flow budget * Consider off-farm work by all family members.

* Decrease cash outflow wisely * Make decisions that will have a positive impact in
* Increase cash inflow where possible long run

* Ask employees for ideas ®* Spend money when needed

* Take on new debt only if it improves cash flow Don’t spend when not needed

immediately * Keep low inventories
* Stop all investment and replacement * Sell non-productive or seldom-used assets
* Repair if it's possible instead of replace * Get enough rest and sleep
N * Seek counseling before problems become too much

D/\ \ E 2023 @2022 Kent Olson and John Westra MAITIASHIANANSINBASUANSWEINS
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  =   total   farm   assets  total   farm   liabilities


  =   total   current   farm   assets  total   current   farm   liabilities


  WC = total   current   farm   assets   − total   current   farm   liabilities


  E / V =   net   worth  total   farm   assets


  NW = total   farm   assets   − total   farm   liabilities


  =   total   farm   liabilities  total   farm   assets


  =   total   farm   liabilities  total   farm   equity


  =   total   fixed   expense  gross   farm   revenues   × 100


  GR =   total expense  gross   farm   revenues


  ROA =   net   profit  total   farm   assets × 100


  =   total   operating   expense  gross   farm   revenues


  × 100


  	 	 	 	 = Gross   Revenue − Total   operation   expenses − Total   financing   expenses


  ROI =   NFI + farm   interest   paid   − owner   withdrawals   for   unpaid   labor   &   management  average   farm   investment 	 	


  ROE =   NFI + farm   interest   paid   − owner   withdrawals   for   unpaid   labor   &   management  average   farm   net   worth 	 	


  OPM =   NFI + farm   interest   paid   − owner   withdrawals   for   unpaid   labor   &   management  gross   farm   revenues 	 	


  EBITDA   =         NFI + interest   expense + depreciation   expense 	 	


  ROS =   NFI + farm   interest   paid   − owner   withdrawals   for   unpaid   labor   &   management  gross   farm   revenues 	 	


  ก า ร ใ ช ้ ป ร ะ โ ย ช น ์ ท ี ่ ด ิ น    ( % ) =   จ ำ น ว น พ ื ้ น ท ี ่ ใ ช ้ ใ น ก า ร ผ ล ิ ต จ ร ิ ง  จ ำ น ว น พ ื ้ น ท ี ่ ท ั ้ ง ห ม ด ท ี ่ ส า ม า ร ถ ใ ช ้ ผ ล ิ ต ไ ด ้ × 100


  R O L C M = net   profit − unpaid   family   labour


  R O L M = R O L C M −  [ average   net   worth ∗ ROI ]


  L a b o r   i n c o m e   p e r   h o u r =   l a b o u r   i n c o m e  จ ำ น ว น ช ั ่ ว โ ม ง ท ั ้ ง ห ม ด ท ี ่ เ จ ้ า ข อ ง ฟ า ร ์ ม ท ำ ง า น


  R O C M = R O L C M − unpaid   operator ′ s   labour


  Management   income = ROLM − unpaid   operato  r ′ s   labour


  Management   income = ROCM − ( average   net   worthxROI )


  P L E =   จ ำ น ว น แ ร ง ง า น ท ั ้ ง ห ม ด ท ี ่ ค า ด ว ่ า จ ะ ใ ช ้  จ ำ น ว น แ ร ง ง า น ท ั ้ ง ห ม ด ท ี ่ ใ ช ้ จ ร ิ ง × 100


  อ ั ต ร า ก า ร เ ต ิ บ โ ต   =   ม ู ล ค ่ า ป ี ป ั จ จ ุ บ ั น −   ม ู ล ค ่ า ป ี ท ี ่ ผ ่ า น ม า  ม ู ล ค ่ า ป ี ท ี ่ ผ ่ า น ม า × 100


  Price   received   rate   ( % ) =    farmer ′ s   average   selling     price  average   market   price × 100


  Price   paid   rate   ( % ) =    farmer ′ s   average   buying   price  average   market   price × 100

