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Overview

Purpose of Financial Records

Basic Records needed

How to use Information to Make Decisions
Additional Resources



Why Record Keeping Matters

Supports management decisions

Essential for cost of production and enterprise
analysis

Required for taxes, loans and compliance
Foundation for understanding profitability



Purpose of Financial Records

* Internal Revenue Service

e Summary of business transactions
e Documentation to support your transactions
e Documentation regarding assets

e Other entities

* Cash flows, debt to equity ratios, asset values
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What do Most People Struggle with

e Staying Organized

* Keeping up throughout the
year

* Choosing software

* Preparing for tax season




What to Record

 Financial Records:

* |ncome and expenses
e Assets and Liabilities
* Loans, interest, depreciation

 Production Records:

 Crop inputs and yields

* Livestock numbers, weights, feed
consumption

 Forage use and grazing

 Chemical Pesticide applications




Cash vs Accrual Accounting

Cash=when cash moves

Accrual=when earned/incurred

Why accrual gives a more accurate picture
Examples: prepaid expenses, grain inventory,
raised breeding stock



Building Your Record Keeping System

* Define goals: taxes, management, lenders

* Choose categories (chart of accounts)

* Decide on tool: paper, spreadsheet, or software
* Assign responsibilities and schedule




Ways to keep track of financial
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QuickBooks
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Best Practices for Digital Records

Keep categories consistent
Reconcile monthly

Attache receipts/invoices

Automate downloads when possible
Back up or use cloud storage

THE DIGITAI-ARCHIVRIST:CHROMICLES OF I"l/[ ¢l 0110/{9

'oo ‘..'
O .
© ) A




Production Records: Why They
Matter

Ties directly to cost of production
Helps calculate break-evens
Enables enterprise budgeting
Improves grazing, feed, and storage
decisions




Cost of Production and Enterprise
Budgeting

* Link Records—— budgets—— profitability

* Importance of separating enterprises
 Examples: cow-calf, background, corn, alfalfa
 Use record-keeping data to update budgets




ABC budget calculator

* https://agbudget.unl.edu/new-ent
* Currently has crops

* Currently adding livestock
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Reports Every Producer Should

Generate

Balance sheet

Income statement

Cash flow statement

Enterprise cost summaries

Key ratios (liquidity, solvency, repayment
capacity)

Liquidity
Current Ratio

Working Capital as % of
Gross Revenue

Working Capital as % of
Operating Expense*

Solvency
Debt-to-Asset Ratio

Equity-to-Asset Ratio™

Debt-to-Equity Ratio*

Profitability

Rate of Return on Assets
Rate of Return on Equity
Operating Profit Margin Ratio

Asset Turnover Ratio

Repayment Capacity
Debt Coverage Ratio

Replacement Coverage Ratio

Term Debt & Finance Lease
Coverage Ratio*

Financial Efficiency
Operating Expense Ratio

Depreciation Expense Ratio
Interest Expense Ratio

Net Farm Income Ratio

Your Farm:
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Records for Compliance

e Pesticide applicator records
 Manure and nutrient management

* Ag labor records (hiring, onboarding)
* |nsurance documentation (LPR, PRF,

etc.)
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Year-Round Workflow

e Daily: transactions, receipts

 Weekly: categorize, sync downloads
 Monthly: reconcile accounts

e Quarterly: review financials and update budgets
* Annually: full financial analysis




Getting Started: 5 Steps

* |nventory current records

* Choose/update your system

* Create your chart of accounts

e Set up automatic backups

e Start a monthly reconciliation routine




CAP Tools and Resources

Know your number know your options online course
ABC-Ag Budget Calculator

Quicken for farm and ranch online program
QuickBooks for farm and ranch online program



Thank You




Contact information

* Shannon Sand ssand2@unl.edu

ENE . 308-696-6733

* Rural response hotline: 800-464-0258
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