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1. N1SILASIEKO(OS1dIUNIINISTU

Liquidity

Ability to pay debts in
next 12 months

Solvency

Ability to pay all debts if
assets were sold

Profitability

Financial efficiency

Ability to produce
Income

How well resources and
expenses were used

NAJPIASYIFANAASINBASILIE:NSWEINS
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Measures of Liquidity

NCR dnsrdubiunainuamwaaoigng (Net capital ratio: NCR] - o total farm assets
total farm liabilities
- - i CR= total current farm assets ®* CR<=1is considered vulnerable
ensﬁauqunquwau [Current ratio: CR) total current farm liabilities e CR >= 2 is considered strong

« Shows ability to meet current debt obligations from current assets in the next 12 months

* E/V <= .50is considered

E T ° net worth
EqUIty value ratio E/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 Gunukyudeu (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.

I j/\ E 2023 NAJPIASYIFANAASINBASILIE:NSWEINS
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Measures of Solvency

. performance.
[market value basis)

N Net Worth (NW) or Owner’s Equity

e Shows the wealth of the individual or the business

Debt ratio

Debt/Asset Ratio or Debt ratio

« Measures the size of the debt load compared with total asset

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

D/E Debt/Equity ratio

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

sssssssssssssssssss

NAJPIASYIFANAASINBASILIE:NSWEINS

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

NW = total farm assets — total farm liabilities

Higher NW = more financial strength, exact desired levels depend on
type of business & preferences of owners.

total farm liabilities .
D/A = .

total farm assets
The higher the D/A ratio is, the more vulnerable the business is

D/A <= 0.40 = strength
D/A >=0.70 = vulnerable

total farm liabilities *  D/E <=0.40 = strength

* D/E>=1.5 = vulnerable

D/E =

total farm equity
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Measures of Financial Efficiency

ROA Return to total assets ROA —

" total farm assets

net profit
P x 100

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

Variable operating ratio JoR — fotal operating expense _

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

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

Fixed operating ratio '

- Shows percentage of gross farm income used for total fixed expenses gross farm income
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 income
paid The higher the ratio, the more gross revenues are being “saved” for net farm income

EX. GR = 64% udnJiin nne 1 uingads1elasiugaiwisua:

N WFomMFNoNIKUO 64 d0nJA
D/\ L= 2023 NAJPIASYIFANAASINBASILIE:NSWEINS
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Measures of Profitability These measures are in the short list for evaluating financial position and performance

(cost basis)

= Gross farm income — Operation expenses — Fixed expenses — Farm interest paid

I, < o income

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

» Obviously, a higher NFI = m(ﬁre{)rofitable | t t T e NFI + farm interest paid — owner withdrawals for unpaid laboir & management
AT " on ‘nvestmen - 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 S NFI + farm interest paid — owner withdrawals for unpaid laboir & 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

Operating profit margin ratio
NFI + farm interest paid — owner withdrawals for unpaid laboir & management
* Measures the operating efficiency of the business OPM'= gross 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

N EBITDA: The higher the value, the more profitable the business
D ARE 20 ROS or Net farm profit margin i NFI + farm interest paid — owner withdrawals for unpaid laboir & management

KasETsaRT unvERSITY gross farm sales
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e Usuiruvavanmnuanoaald

* fusuusINUNIKUA (Samuan
* yamuawan nJu: Sunu)

* yamaunswegninua * Frusudmnutduoa (fusunu)

* yamaunsweaansvoiiingol
(Net worth)
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UannNIw Us=dnsniw

[productivity) [efficiency])

ATUICUAIN das1duusuicuyavannla ATU20UAIN D0SIEIUSHINIYAAUAUANN

deUsurtudrionisuanntd lasuceyamUaisnmsuannlatgll

(output/input]

Wu urguau andnwaldeidnilavavan 1 au/ls duugnsudal
gaAgIdanlavavan 1.5 au/ls udniduens DuannmwnisuangJ
, nNJUN8UDU

1
I j/\ Y E 2023 MASNLASYTAMEOSINUASILA:NSWEINS 12

sssssssssssssssssss



=

Us:=ansnw (Efficiency]

KASETSART
UNIVER SITY

- J3390unN1gNIwW

dnsNIw

Us:3

U73901un1siau

NS0

J339aulsdinu

sssssssssssssssssss



KU n1sdaus=ansniwdiiegaiumenw

KASETSART
UNIVERSITY

2 |

Wgogdu WZO1EeD VWRHETINE k]

o

e _ N e . N e N
turntgUnisuanaiuisn Jds=ansniwnislgnaunos _ . .
. . .3 _ - AISWAIStuINstgUs:lugu
danlauannoi 1 su wunn Walstuliansinisnisuan . . D o
Y e, » L yoJlsJSou/ua agnJltun
guanisJaIAOOIUAUIU szg:Uan nSonsty e oy
S _ oo DT Tudasuninil
sounninNisuanluruiu Us:lgguluwunsouaog
\ Y, \ Y, \ Y,
. AUIUWUNTFlUNISHaNASy e AfUINTE EaFI8IuE0
ﬂ']St?fLJS-[EJ?J'UﬂOU ( /0) — x 1 X X 100 ﬁJ Uﬂ"lSt??LJS:‘[EJZijﬁC_'IU

FUIUWUNNIKUONawIsalguaala e
2g1JUUs:=ansnw

nisdads:ansmwannisigus:logdvoinaudolmidis:uunsmMwIsSUA2Y U NSTULASHINAWDIWYJI DNIsiuIdauwWuniwa (g
Wuuraii weals:lggiwWunauuauunmsuaan tunisAmudtumsigus:Togigoswunniiuanmwiidaimudscunnwunnun g

Js:lggun1iaiunisasisganniwinunwisuiniuu

2023 MAIRIFASHEIFNANSINBASLANSWEINS



KU

KASETSART
UNIVERSITY

2023

ni1sdauds:ansniwdirigaiunisiiu

JanN1sIJLAS1:H
901S1d2Un1JNSaU

NAIPILASHFANAOSINUBASILANSWEINS



KU

KASETSART
UNIVERSITY

ni1sdaus:ansmMwdieaiuusiiu

1) M1sdauanauunuunNuUsINuIINYaInu ROLCM = net profit — unpaid family labour

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

2] n1sdauansuLNULNLSIIIUIRYDIWASU ROLM = ROLCM — [average net worth * ROI]
labour income

(Return to unpaid operator’s labour/ and management: ROLM n3Sals&n1 labour Income)

Labor incom per hour =

uUFHVINIKUANIYTOIWISUNIIIU

3) N1sdauaneuunuNUaNsLa:NISIONIS ROCM = ROLCM — unpaid operator’s labour

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

Management income = ROLM — unpaid operator’s labour

Management income = ROLCM — average net worth

2023 MASNLASYTAMEOSINUASILA:NSWEINS 16
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2023

NI
ROLCM mdalonidusiiutrigaiwisy 50,000
ROLM
auua dugairnwaiautuazuargdininu
pasoudiugadiingalauutauany
Average net worth
rate of return on investment
Assumed Return on investment

Management income

NAJYILASYIAFOSINBASILA:NSWYINS

155,717.00
105,717.00
67,369.77
2,556,482.00
1,278,241.00
3%
38,347.23
67,369.77




DIAGNOSTIC ANALYSIS s

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

* If 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 @ management problem?

KASETSART
UNIVERSITY
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*  AULUAININISEU

*  A2WAAa2IMINMINISCUYDIWISY

*  A2:KUFU

* anwawisalunsldaunswe

* Anuawwisalunisnmmisgolwisuy

Us:ansmwnsigusianu (percentage of labour efficiency: PLE]

{UIUUSIIUNIKUORAIOFNATE
PLE = x 100

FIUIUUSIINURIKUANRTEASI
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whsudugs  whsunua

n1sdnguiawhsuy
WunUanwa (1s) 49.5 60.0

- 1usulpau (M) 5.0 13.0
usJJunscsSou (PE) 3.8 4.0
qarhmé'uumné‘wéﬁuﬁmun 289,680 656,750
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wWhsudUEY

dadanilsuazyanauunu

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 MASNLASYTAMEOSINUASILA:NSWEINS 22
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Ga3aUs:anEmwuazuaamw whsuauEy
yarzaiWgnzeld (uan/ls) 254,000 225,700
vavandgalwa (nn./Ts) 1,435 914.0
vauaad1d (nn./Ts) 745.0 810.0
s1mMaaggesddlwanveld (uain/nn.) 8.5 7.8
s1mMLaagyesddnveld (uain/nn.) 10.4 9.3
symdJoads (uain/nn.) 13.2 14.5
aunuAde (uan) 4,450 4,760
yamlawdetads (un/dd) 30,500 89,500
s1lAygutadsnvield (uan/nn) 90.0 120.0
Aomsyula (uan/nn.) 13.5 8.9
% relative labour efficiency 88.0 92.5
Wonwn:Uan/PE 13.02 15.0
yamlndotade/PE 8,026.3 22,375
yaA1wainsSwedunu/PE 76,231.5 164,187.5

2023 MAIILASHIMEaSINUASLazNSWEINS
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Net worth statement whsudugy  whsunua wasudugy  whsunua
nswedurkyudeu (un) 79,000 99,800 Income statement
nSwgdunnas (uin) 700,500 890,000 | |- siwgldsougaswisy (uan) 230,000 489,600
n$wgdunukua (uan) 866,400 1,065,400 | |- Atghedsznouns (uan) 165,300 234,000
niFukyuBeu (uan) 45,000 320,000 | |- aA’t#heaIn (uin) 24,700 52,440
niFus:e:619 (UIn) 86,500 45,000 | |- sweldanseeswisuy (uan) 65,500 65,500
nigunakua (uan) 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 1 00 0.43 - s1wldgnsnduiduaa (uan) 58,340 76,900
Working capital ratio (WCR] - AdIIsalunisqdus:e:uau
Net capital ratio (NCR) 3.44 2.36 naiJ (uan) M ~3,000

2023 MAIILASHIMEaSINUASLazNSWEINS
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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 NAJPIASYIFANAASINBASILIE:NSWEINS
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Solvency (market) Farm Relative rating of actual measure

Net worth (equity] 1,043,346

Debt/asset (D/A) ratio 4£6% 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 NAJPIASYIFANAASINBASILIE:NSWEINS
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Profitability (market) 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

NUALigls * 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 NAJPIASYIFANAASINBASILIE:NSWEINS
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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 MASNLASYTAMEOSINUASILA:NSWEINS 28
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A9asINIsLaulo
(growth rate]

uanisaduiiuntnodu
{usouUnisuandauu
Audnisuannuiuu

wWaguuday
2. NNSILASI=K
A uwWasguudal)

vanis 2561 2562 2563 2564 2565 vans 2561 2562 2563 2564
0duau aduau
vavaancols 835 947 976 993 1,075 vavaannols  13.4% 3.1% 1.7% 8.3% 13.4%
(ATansv) (ATansu)
yamoaoan 5270 5365 5425 5345 5,850 yamoavan  1.8% 1.1% -1.5% 9.4% 1.8%
(un) (uan)

i ) yaAUUR0u — yamundiun
snsmsiavln = — x 100
yanudndiuwn

|
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_ _ farmer’s average price
Price received rate (%) = — X 100
average market price
_ _ farmer’s average price
Price paid rate (%) = — X 100
average market price
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* 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 MATANLASHIAMEASINBASLANSWEINS
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