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Determining 
Your Financial Health: HOW?

Financial Records

Components of a 
Complete Record System

1. Cash transactions
2. Physical inventories
3. Financial inventories
4. Financial statements
5. Production records
6. Labor and machinery records
7. Family accounts and non-farm 

business records
8. Records summaries
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Determining 
Your Financial Health: HOW?

Financial Records

Financial Statements

Complete Financials Required

• Beginning and Ending Balance Sheets
• Cash Flow Statement

– (Statement of Cash Flows)
• Accrual Adjusted Income Statement
• Statement of Changes in Owner Equity
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Balance Sheets
Describe things of value and their ownership
Show values at a point in time (inventory), 
thus can be used to show changes over 
longer periods of time
Shows: Assets = Liabilities + Owner Equity

Assets
Ownership
•Outside Interests
•Internal Interests

Financial Statements

Cash Flow Statement
Documents changes in cash balances 
over the period (inflows/outflows)
Traditionally for agriculture this statement 
will show a month by month account

Financial Statements
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Accrual Income Statement
Shows all changes in cash for the period
Shows all changes in non-cash accounts over 
the period

Revenue items like 
increases in inventories, etc.
Expense items like 
depreciation, accrued 
interest, accrued tax 
liabilities, etc.

Shows accrual net income 
or profit for period

Accrual
Net Income
= PROFIT

Ending
Balance
Sheet

Cash
Flow

Statement

Beginning
Balance
Sheet

Financial Statements

Statement of Changes in Owner Equity
Shows impacts of changes described 
by the income statement on equity position

Also documents any withdrawals or 
contributions of equity over the period

Financial Statements
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Beginning
Balance
Sheet

Ending
Balance
Sheet

Accrual
Net Income

Ending
Balance
Sheet

Cash
Flow

Statement

Beginning
Balance
Sheet

Statement of
Changes in

Owner Equity

Determining 
Your Financial Health: HOW?
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Topics Examined With RDFinancial

Owner Withdrawals
Non-business income
Government Payments
Capital asset purchase
Cost of Production
Asset revaluation 
Debt Load (asset and liability 
structure)
Risk Protection Tools (Insurance)
Non-cash expense (not 
depreciation)

Non-cash income 
Contributed capital
Distributed capital

Financial Records

Financial Statements

Financial Analysis

Determining 
Your Financial Health: HOW?
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Parting Comment

Do not risk the future 
of your operation 
(family and business) 
with frustration over 
preparing detailed 
financial statements.

Just do it!
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http://RightRisk.org



10

Enterprise Profitability

• Whole-farm profitability is derived from enterprise 
profitability

• One enterprise may be profitable but another may have only 
marginal profitability or may have costs greater than returns

• May be defined as returns greater than the sum of ALL costs:
– Cash and non-cash (e.g. depreciation)
– Actual and imputed (e.g. unpaid family labor)
– Variable and fixed (ownership costs)

Enterprise Profitability cont.

• Estimates require information from past financial statements 
or records

• Estimates allow calculation of break even:
– Breakeven price
– Breakeven quantity

• Can help management decide where to make adjustments in 
the crop or livestock mix
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Determining Your 
Financial Health: Summary

• Business financial performance analysis is important to the 
long run viability of agricultural businesses

• A complete set of financial statements allows for adequate 
analysis

• Profitability is the key to survivability
• Lack of financial analysis exposes agricultural production 

businesses to unnecessary risk
• RD Financial is a RightRisk tool to get you started with 

financial analysis

Enterprise Risk
Analyzer

General Inputs
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Enterprise Risk
Analyzer

Schedule F
Income

Enterprise Risk
Analyzer

Schedule F
Expenses
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Enterprise Risk
Analyzer

Beginning
Schedules

& 

Ending
Schedules

Enterprise Risk
Analyzer

Enterprise Allocator
Farm Revenue
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Enterprise Risk
Analyzer

Enterprise Allocator
Farm Cash Expenses

Enterprise Risk
Analyzer

Enterprise Allocator
Farm Non-cash Expenses
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Enterprise Risk
Analyzer

Breakeven
Analysis

http://Hawaii.eRightRisk.com
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Practice Session

• Risk Preference Calculator
• RDFinancial
• Enterprise Risk Analyzer
• General Risk Management 

Questions
• More. .  .


