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Preface to this Edition

This manual explains version 2.1 of the FLOWS program. Version 2.1
is updated for use on LOTUS 123 version 2.01 rather than version 1A. The
FLOWS menu structure has been expanded so that the entire program can be
run from the menu. Thus, the program can be run with practically no
knowledge of LOTUS 123. Several minor technical improvements have been
made to the program to correct imperfections identified through user
experience with versions 1.1 and 2.0.

Version 2.1



FLOWS
A Microcomputer Program for Projecting Annual Cash Flows,
Debt Repayment Ability and Proforma Financial Statements
Eddy L. L[aDue and David B. Cook

INTRODUCTION

Financial management of the farm business frequently requires
projecting cash flows. The farm manager uses such projections to assess
the viability of potential operating plans. Farmers and lenders use
projected flows to determine repayment ability and assess financing
alternatives.

The computer program described in this publication is designed to do
the following:

1. Project operating cash flows for the coming year.

2. Project sustainable debt repayment ability and cash flows for an
average future year.

3. Project cash flows and prepare a proforma (projected future) income
statement and balance sheet for the coming year.

Historical data from the farm business are used as the base for
projecting future cash flows. Thus, the management performance and
technical coefficients for the actual farm business are automatically
incorporated into the projected costs and returns!. Changes in number of
animals, crop mix and crop acres are reflected through pre-established or
user entered relative cost coefficients, (i.e., fertilizer cost on oats
relative to corn), while the absolute Tevel is determined by the historical
performance of the business being projected.

This model is designed to encourage high quality projections.
Accounts payable are included to avoid projecting next years expenses based
on the amount paid in cash instead of the amount actually incurred.

Changes in inventories are included to keep unusual base year cash expense
levels resulting from inventory buildup or depletion from biasing planned
year cash flows. The fact that the base year could be abnormal in some
respects can be corrected for by making entries in the “adjustments to base
year" columns. Atypical occurrences that are expected to occur in the
ptanned year are entered as "planned deviations." Further, these
adjustments and deviations are not admonitions buried in the users manual;
they are part of the program.

Quality is also builf into the projection procedure through the
emphasis placed on the largest dairy farm expense - feed. Apparent base
year feed use is entered through input data on crop production, purchases,
sales and inventory levels. That level of use is then the base for
projecting planned year use. This procedure avoids projection problems

1 For an example of the varjation in production costs that occur, see

LaDue, E.L. "Five Myths About Financing Dairy Farm Businesses".
Cornell University Staff Paper No. 85-27.



caused by overestimation of yields, incomplete incorporation of inventory
values and misestimation of rates of feed consumption.

" The three alternative sets of projections that can be developed using
the model are designed to assist farmer and other advisors in three
specific situations.

Situyation 1

When all that is desired is a projection of the cash income and
expenses for the planned year, that can be accomplished by completing only
Section 1 of the input form. This would be the case where: (1) the user
has little interest, at least at this time, in a proforma income statement
or balance sheet, (2) the level of debt payments will be analyzed external
to the model, and/or (3) concern is with next year only, rather than the
ability to make payments for more than one year into the future.

Situation 2

When a financing or refinancing plan is being evaluated so that the
user is interested in the repayment ability of the business for an average
future year, Sections 1 and 2 of the input should be completed. In this
case the deviations, planned year relative prices and other planned year
input should reflect the expected situation for an average future year.
Sale of excess machinery and other one-time-only events should be excluded.

Situation 3

When the user is interested in the cash flow, ability to make planned
year debt payments, net income and the solvency of the business at the end
of the planned year Sections 1 and 3 of the input should be completed. The
printout includes a comparison of net cash flow and planned debt payments,
a proforma income statement for the planned year, proforma balance sheets
for the beginning and end of the planned year and financial analysis
ratios. In this case, the input data should pertain only to the planned
year.

The complete capabilities of the model would be used in situations
where a financing, refinancing or business adjustment plan has been
developed. First, Sections 1 and 3 of the input form would be completed.
Planned year data input would reflect the conditions for the coming year.
The output from that analysis would indicate the cash flow and repayment
situation specifically for the coming year and proforma balance sheet
income statement data would be printed out reflecting the results of first
year operation of the business under the new financing or operating plan.
1f within - year cash flow problems might occur or an analysis of monthly
flows and repayment for the first year is deserved, a monthly cash flow
plan should be developed®. Following this analysis, the planned year data

2 Monthly cash flow plans can be developed with a microcomputer using "A
Monthly Cash Flow Planning Model for Dairy Farm Businesses" by LaDue and
Cook (A.E. Res. 86-16) or by hand using "Monthly Cash Flow Pianning" by
Milligan, Smith and LaDue (A.E. Ext. 76-2).



in Section 1 would be adjusted to reflect conditions expected for the
average future year and Section 2 would be completed. Output would then
indicate whether the plan was financially feasible in the long run.

This publication is designed to assist users in using the
microcomputer program for projecting annual cash flows, debt repayment
ability and proforma financial statements. The first section specifies the
technical characteristics of the model. This is followed by a section on
instructions for input which explains the input data to be entered and
provides a completed input form to illustrate proper entry. To the degree
possible, the instructions and examples for a worksheet appear on the page
facing, and in some cases the back of, the worksheet to facilitate use of
the manual. The following section provides instructions on running the
computer program. This includes information on how to load the program on
the computer and on the commands used in running the model. The final
section describes the output generated by the model and the logic used to
calculate specific items.

Technical Characteristics of the Model

The microcomputer program for projecting annual cash flows, debt
repayment ability and proforma financial statement (FLOWS) is a one
diskette template for the LOTUS 123 spreadsheet. It requires an IBM or
compatible microcomputer with 512k memory. It will print on IBM, Epson,
Dkidata or Hewlett Packard LaserJet printers. Some familiarity with LOTUS
123 will be to the user’s advantage, but users should be able to run the
model with no prior knowledge of LOTUS.

Description of Example Case

Clements Farm

Clyde Clements owns and operates a dairy farm in Central New York.
The farm has 155 tillable acres and 121 acres of nontillable farmstead,
woods and permanent pasture. Eighty-two acres are rented. Quality of
rented land is similar to that owned. Considerable land is rented in the
area.

Soils on the farm are primarily Howard, Chagrin and Valois. Of the
tillable acreage, approximately 80 acres are Howard, 45 are Valois and 30
are Chagrin. The Howard soils are a gravely loam soil that is moderately
to well drained and adapted to a wide variety of crops; moderate to heavy
Timing is necessary for optimum crop production. The Chagrin soil is a
loam soil on river-bottom Tand. There is relatively no slope and drainage
is moderate. The Valois is a medium textured acid soil with fragipans
developed on glacial till. This scil is moderately well drained, but has a
high tendency towards erosion. The land, as a total, is well adapted to
agriculture. With appropriate fertilizer and lime, the Howard and Chagrin
soils can produce good yields. :



Clyde was raised on the farm. After attending the University of
Maine, he returned home and now owns and operates the farm. he and his
wife Claudette have two sons, Clay and Clint. Clay attended Yale
University and later graduated from Harvard Business School, he has since
become a business manager for the Boston Church of Christ. Clint, on the
other hand, just completed his last year at Cornell and has worked in an
internship at a large Arizona dairy farm. Clint would like to return home
and set up a partnership with his father if the farm can support two
families. Claudette is a full-time housewife and does not help out in the
operation of the farm. One full-time manager, who Clint would replace upon
returning home, and two part-time high school students are also employed.

The farmstead was established in 1946 where the original barn is
still standing. Though out of date, the building is sound and provides
housing for all the heifers and dry cows. A 50 stall stanchion barn was
built in 1970 with an around the barn pipeline. Further addition was
completed in 1980 when a 120 freestall was added. Al1 the cows are milked
in the stanchions. Dry hay is stored in the old barn and in the stanchion
barn, while hay crop silage and corn silage are stored in bulk silos.

The Clements live in a three bedroom farmhouse which is sold but
structurally sound. The interior was partially remodeled several years
ago.

Cylde’s equipment is old but in excellent condition. He stores
equipment in a machine shed and does all the repairs himself.

In forming a partnership between Clyde and Clint, the Clements would
1ike to increase herd size to 150 cows and build a new double eight milking
parlor. The investment would include adding 45 more cows. Ten heifers
will be purchased to insure that there will be enough replacements
available during the first year. The Clements plan 1o purchase 45 acres of
Howard soil adjacent to the current farm to meet additional forage needs.
Up until last year, this land has been farmed by an elderly neighbor who
raises only heifers. While the present freestall has room for only 120
animals, Clyde, after getting a building consultant’s opinion and estimate,
believes that half of the present stanchion barn can easily be converted
cuch that it is continuous with the present freestall and provide the extra
stalls needed. The parlor will be buiit in the other half of the stanchion
barn. A dairy systems specialist told Clyde that he will be able to use a
Jot of his current milking equipment and trade in the rest to save on
parlor construction cost. An addition to the bunk silos currently being
used with provide the added silage space needed. There is barn space for
added hay.

The Investment will _Include:

1. 45 acres at $800/A $ 36,000
2. Bunk Silo 5,000
3. Parlor {less trade-in} 75,000
4. Renovations on Stanchion Barn 10,000
5. 45 Cows @ $950 each 42,750
6. 10 Heifers @ $550 each 5,500

Total $174,250



In order to appropriately analyze this situation, two analyses need
to be conducted: (1) an analysis of 1988, the transition year, and (2) an
analysis of the sustainable repayment ability for an average future year.
Worksheets 1.A. through 1.I. and 3.A. through 3.E. iTlustrated on the
following pages are completed for an analysis of 1888. Since Worksheet
2.A. is only used to calculate sustainable repayment ability, it is
completed for an average future year.

EXPLANATION OF INPUT

Before starting to enter the information on the computer, read the
instructions and complete the input form. It is important that the
information be entered correctly. It will be easier to enter the data
correctly if it can be copied from an input form, especially if a person
other than the farm manager is running the program.

o e o J g e g e e e de ke e ke o o ¥ ke o e gk ke ke vk ok
* The Clements Farm input for Worksheet 0, which is presented, *
* Js appropriate for analysis of the coming year (1988). *
*khkkhkhkikhkikhkikkkk¥k e Jo vk o vk vk ke ke ke ok

At the top of the input form (Worksheet 0), there are eight spaces to
enter basic identification information on the business and the analysis.
It is necessary to complete the left side of this section since this
information is used to label the results (printout). The right side
appears on the first page of the printout to help label the complete
printout but is not used to Yabel individual pages of the results.

Immediately below the identification information (above Worksheet
1.A.) 1is where the user indicates the type of analysis to be carried out.
Enter a "1" in any one of the first three blanks.

A "1" entered after Cash Flow indicates that you want a projection of
only the cash receipts and expenses for the planned year and that you plan
to enter data only in Section 1 (Worksheets 1.A.-1.H.}. Any data entered
in Sections 2 or 3 will be ignored.

A "1" entered after Sustarnable Debt Repayment Ability indicates that
you want a cash flow projection and estimate of debt repayment ability for
an average future year. Enter data in Sections 1 and 2. Any data entered
in Section 3 will be ignored.

A "1" entered after Proforma Balance Sheet and Income Statement
indicates that you want a cash fiow for the coming pltanned year, an
assessment as to whether debt payments can be made and proforma income
statements and balance sheets. Enter data in Sections 1 and 3. Any data
entered in Section 2 will be ignored.

The input data (worksheets) will be printed out unless you tell the
computer not to by entering a "1" following Do Net Print Irput. It is
recommended that for most situations the input be printed. Sometimes, the
input that is entered is not exactly the same as the input worksheels, even
when the user intends them to be identical. The printout also provides a




record of the actual input finally used in connection with a set of output.
When printouts are reviewed some weeks or months after an analysis is
completed, it is often difficult to remember the exact situation or
assumptions used in an analysis.

Section 1

Worksheet 1.A. Base Year Flows

This worksheet is designed to allow input of the base year cash
flows, changes and adjustments to the base year data required to obtain a
complete normal year’s data, and any specific changes expected for the
planned year.

oedkdokdk ok kok k okk kok ke ke %%k ik ddedk ok dkodkokokk
*  The Clements Farm input presented for Section 1 (Worksheets *
* J.A.-1.1.) represent expected conditions for 1988. *
e ke e e g k- o e v e e o e ke *EkEkkkhkkhkkkkkik

Base Year Value is the cash received or paid for the item listed for
the base year. These numbers can come directly from tax forms (most are on
schedule F) or other business records. If your accounting system uses
different income and expense categories, aggregate or separate items to
conform as closely as possible to the Tisted breakdowns. A better estimate
of planned year cash flow will be generated when the appropriate amount of
income or expense appears in each category.

Change in Accounts Receivable or Payable is the change in the account
receivable that corresponds to the listed income items or the account
payable that corresponds to listed expense items. For example, the change
in the account receivable connected with milk sales is the change in the
amount outstanding for the December milk check that is not received until
January. Notice that this is the change in the account (end of year value
minus beginning of year value) and not the amount outstanding at the end of
the year. Under Feed Concentrate enter the change that has occurred in the
outstanding feed bill over the year. Under Vet & Medicine enter the change
in the outstanding vet bill between the beginning and end of the year.
Accounts that should be given careful consideration in completing this
column include: the milk check, crop sales, feed bill, inseminator bill,
vet bill, machinery repair bill, fuel bill, lime & fertilizer bill, seed
bi1l, chemical & spray bill.

Adjustments to Base Year cash flow are unusual occurrences or
irregularities in the base year data that should be removed. Any
happenings that occurred during the base year that would not be expected to
occur in the planned year, should be included. Do not use this column to
adjust the base year to what the farmer wishes had happened in the base
year. Entries can be made as either a dollar change from the base year ar
a percent change in the base year value. If entries are made in both
columns, both changes will be included. .



ANNUAL CASH FLOW AND REPAYMENT ABILITY MODEL
E.L. LaDue and D.B. Cook

INPUT FORM
Version 2.0

Worksheet 0. Identification of Analysis

Name C,\'u\‘de, ¢ Clhint Clewnents
\ Q7
\93%

Analysis ID Expand 4o \S0 cows

Base Year

Planned Year

To be calculated (enter 1 to indicate):
Cash flow (only)

Sustainable debt repayment ability
Proforma balance sheet & income statement
Do not print input data

Section 1:

Worksheet I.A. Base Year Flows

Address Clevnenrits Road

City C\aoviny

)
state, zip ™) | A4a4A9a9

Prepared by X .. Consuttavst

(Complete Section 1)
(Complete Section 1 & 2)
\ (Complete Section 1 & 3)

Base Change in Adjustments Planned
Year Accounts to Base Year Deviations®
Item Value Receivable $ % $ %
Income
Milk Sales O3 25|
Caif Sales = A EY
Cattle Sales \ 2\ %
Crop Sales

Other Farm Receipts

3000

Nonfarm Income

Amount of dairy cattle sales
resulting from reduction in
herd size during base year

Increase in raised cattle sales from
reduced rate of increase in herd
size in planned year

a
Enter in base year dollars.

Include only items unrelated to herd size, cropping changes and price level changes.



1.A. Base Year Flows

Base Change in Adjustments Planned
Year Accounts to Base Year Deviations?®
Item Value Payable $ % $ %
Expenses
Labor 22,101 — Oy
Feed, Concentrate 56,520 — 4500
Feed, Forage 22320
Breeding Fees A g -20
Vet & Medicine DG
Replacement Lvstk \&G29
Other Lvstk Exp DR + 2000
Machine Repair q4q | +r4000
Auto Expense ¥
Fuel & Qi1 2\006
Machine Hire 49
Lime & Fertilizer BRER +\000
Seeds & Plants 24247
Chemicals & Sprays 2554
Other Crop Expense LuQ
Rent XA\
Land & Bldg Repair 2595
Insurance 277160
Taxes BB
Electricity 222G\
Dther Utilities u272
Marketing W, 500
Miscellaneous \SHSD
Family Living Exp \S,000 + Q000

4

Include only items unrelated to herd size, cropping changes and price level changes.
Enter in base year dollars. Give special consideration to changes that may occur
in labor, rent and machine hire.



Careful consideration should be given to making appropriate
adjustments. Adjust for occurrences that made the base year better than
normal as well as those that made it worse than normal. ‘

Planned Year Deviations reflect abnormal occurrences that are
expected to occur in the planned year. This is not a place to enter hopes
for the planned year but should include changes that are expected to occur.
Examples include: major repairs to machinery or buildings that occur
infrequently, costs of installing twice the normal level of tile drain,
increased veterinary expenses due to a planned mastitis control program.

Do not include changes expected to result from price changes or changes in
animal numbers, crop acres or crop mix. Planned year deviations entered in
dollars are incorporated after the effect of changes in animal numbers,
acres or crop mix have been calculated. Thus, the value being calculated
will be affected by the exact amount of the deviation entered, adjusted for
expected change in prices.

The Milk Sales value entered should be gross milk sales. Any
assessment, hauling, advertising, cooperative deduction or other marketing

charges, should not be subtracted at this point, but should be included in
marketing expenses.

Nonfarm Income should be net of nonfarm expenses. Enter gross
nonfarm income only if all expenses connected with generation of that
income are included in the expenses listed below.

Amount of Dairy Cattle Sales resulting from reduction in herd size
during the base year, is the amount (in dollars) of the cattle sales listed
above that resulted from a reduction in herd size. For example, if dairy
cattle sales were $8,000, number of cows sold during the year were 20, and
herd size decreased by five cows, $2,000 in cattle sales 1likely resulted
from the reduction of herd size. This number is used to adjust total
cattle sales to determine the amount that could be expected to be soid if
herd size did not decline.

Increase in Cattle Sales from reduced rate of increase in herd size
in planned year is the increase in cattle sales that would have resulted
had herd size increased in the base year at the same rate that it is
expected to increase in the planned year. For example, if herd size
increased by 10 cows in the base year and the increase resulted entirely
from freshening of raised animals, but herd size is not expected to
increase in the planned year, cattle sales would increase by the value of
those 10 animals (between the base and planned year). However, if herd
size was expected to increase by six cows in the planned year, only four of
the heifers could be expected to be available for sale. On the other hand,
if the increase in herd size in the base year resulted from an unusually
high number of bred heifers possibly raised specifically to increase herd
size in that year, none of the base year increase in herd size would result
in planned year cattle sales. In this case a 0 would be entered.

This entry, and the one listed above it, are designed to determine
the effect that change in inventory during the base year really has on
planned year cattle sales. If herd size increased or decreased modestly or
none at all during the base year and is expected to experience a similar
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change in the planned year, no entries need to be made in either item.
Correspondingly, if herd size increased from raised replacements in the
base year and it is expected to increase a similar amount from raised
animals in the planned year, no entry need be made in either item.

Labor costs should include any workmens compensation, FICA (social
security), bonuses or other cash payments that are directly attributable to
labor. Do not include the value of perquisites provided in the form of
services or produce (milk, meat, etc.).

Machine Hire includes payments on financial leases for machinery and
equipment, as well as payments for machines hired during the year.

Other Livestock Expense includes payments on financial leases on
dairy cattle, and all other livestock expenses except breeding fee, vet
costs and replacement expenses.

Rent should include lease payments made on land and buildings, as
well as normal rental expense.

Taxes includes all property taxes but excludes income taxes paid by
the farm operators. Income taxes should be included in the family living
expenses.

Marketing Costs should include any milk assessment, hauling,
advertising and cooperative deductions subtracted from gross milk sales to
determine the amount of the milk check as well as trucking and commission
payments made in connection with cattle, grain and forage sales.

Familv Living should include the entire amount set aside for family
Tiving. It should include cash for income taxes and the farm share of
auto, electricity and other utilities. If the nonfarm share of these items
are included in the expenses, do not also include them in the family living
amount but remember that net farm income is underestimated by that amount
of family expenses included in farm expenses.

Worksheet 1.B. livestock Data

Planned Year Livestock Inventory data includes the number and value
of animals on hand at the beginning of the planned year. Include both
milking and dry animals. For most businesses, this will be the same as the
number on hand at the end of the base year. The expected number to be on
hand at the end of the planned year is also required. These numbers should
be consistent with the average presented below. For sustainable debt
repayment ability (average year cash flow) problems, the end of planned
year values shuld represent end of average future year.

Number of Cows is the average number in the herd throughout the year.
Farms with DHIA records should use the rolling herd average number at the
end of the vear. The planned year values should be the expected average
pumber for the planned year. .

Pounds of Milk Sold is the number of pounds of milk actually sold
during the year. This is not the DHIA pounds of milk produced.




Worksheet 1.B. Livestock Data

1l

Planned Year Livestock Inventory

Number Value Number
January 1 January 1 December 31
Cows 102 9,250 \50
Heifers (bred) 26 13,000 2,3
Heifers (open) 2| Q000 25
Calves (under six months) o) 000 L0
Average
Base Year Ptanned Year

Number of: -
Cows
Bred Heifers
Open Heifers
Calves under six months

Pounds of Milk Sold

Percent Change in Production Per Cow

Percent Change in Feed Use (quantity) Per Cow

Change in Milk Price ($ per cwt.)

Per Cwt. Marketing Charge (assessment)

\O2 \2.6
PR 22
20 2.3
\o 21
R=e el
\
2
- .15
a3
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Percent Change in Production Per Cow is the change in the level of
production that is expected to occur between the base year and the planned
year. If planned year production is expected to be one percent above base
year production, enter 1. If changes are expected to occur for only part
of the year, the change should be converted to an annual equivalent.

Percent Change jin Feed Use Per Cow is the change in the level of feed
use that is expected to occur between the base year and the planned year.
A1l kinds of feed (forages and concentrate) will be changed by this
percentage. The change in feed should be consistent with the change in
production 1isted above. If feed use is expected to be two percent above
base year use, enter 2.

Change in Milk Prices is the amount that planned year prices will be
higher or lower than base year prices. This is the average difference in
price for the year. For example, if the price is expected to average $0.82
per hundredweight less in the planned year, enter $-0.82

Per Hundredweight Marketing Charge (assessment) should include all

per hundredweight marketing charges including the assessment, hauling,
advertising and cooperative deductions. Be sure to annualize any changes
that occur for only a part of the year.

Worksheet 1.C. Crop Data

Enter the acres of each crop harvested in the base year and the
number that are expected to be harvested in the planned year. Base year
crop yield should be the yield actually achieved during the base year.
Planned year crop yield should reflect what is expected to be achieved.
Avoid entering yields that reflect hopes or goals. End of planned year
value per unit is the price that is used in establishing the value of end
of planned year inventories. It is the price of each ton or bushel that is
expected at the end of the planned year. Crop yields and the end of
planned year price should be entered in the units indicated. That is, do
not enter corn grain in tons.

Worksheet 1.D. Crop Use and Inventories

This worksheet requests information on the base year inventories,
purchases and sales of concentrates and forage. These data are used to
determine the actual amount of home-grown feeds used during the base year.
For each crop indicate both the quantity and price, or value, that was in
inventory either at the beginning or end of the year, bought or sold.
Quantity is not required for either nonfeed crops nor purchased
concentrates. Beginning and ending inventory values will freguently be
estimates. Use the same estimates that you wouid in developing the
inventory values for a balance sheet.

This worksheet also provides an opportunity for the user to indicate
inventory changes that are expected during the planned year. However, if
the beginning of planned year is the same as the end of the base year,
which will be true for most situations (except when sustainable cash flow
is being calculated) entering a "1" in the first line under concentrate and
under forage will tell the computer that planned year beginning inventory
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Worksheet 1.C. Crop Production Data

Crop Acres Crop Yields? End of

Base Planned Base Planned Planned Year
Crop Year Year Year Year Price/Unit
Corn Silage (T) X0 0% \" T - 20
Corn Grain (bu)
HM Corn (T)
Hay - dry (T) Qu \05 2.1 2.% GO
HC Silage (T) (N L w5 G225 277
Oats (bu)
Wheat (bu)

Other Grain (bu)

Other Forage (T)

Nonfeed Crop (Unit)

4 Enter on an as-fed basis to be consistent with inventory values.
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Worksheet 1.D. Crop Use and Inventories

Base Year Planned Year
Beginning Ending Beginning Ending
Inventory Purchases Sales Inventory Inventory Inventory
Concentrate
Beginning pind yr inventories same as end base yr (l=yes) \

Ending pind yr inventories same as end base yr (I=yes, 2=not preset)
Corn Grain

Price/bu

HM Corn
Price/T

Qats
Price/bu

Wheat
Price/bu

Other Grain
Price/bu

Pur Concentrates

$ Value XBS Wa5 V300

Forage
Beg pind yr inventories same as end base yr (l=yes) \
Ending plnd yr inventories same as end base yr (l=yes, 2=not preset)

Hay 56 w \ 26 200
Price/T 10 60 &S GO

HC Silage 530 \7 225
Price/T 27 21 PAR|

Corn Silage 55% 552 \2LOO
Price/T 2.0 20 20

Dther Forage
Price/T

Nonfeed Crop §
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equals base year inventory and no further entries are required. Similarly,
the end of the planned year inventory may be expected to be similar to that
for the end of the base year (beginning of the planned year). That can
also be indicated by placing a "1" in the first row under concentrates in
the Planned Year Ending Inventory column. End of planned year inventories
can also be allowed to change depending upon the concentrate and forage
use. This is accomplished by entering a "2" in the first row under
concentrates. If neither, a "1" or "2" is entered in a planned year
column, it is assumed that the user will input the planned year inventory
values. The planned year forage inventories can be set in the same manner
as indicated for concentrates by entering a "1" or "2" or making no entry
in the first row under forages.

Worksheet 1.F, Planned Year Crop Purchases and Sales

Enter the quantity of each crop to be purchased or sold and the
expected average price for each. Be sure to use the units (bushels or
tons) as indicated in the crop Tisting.

Excess Production Used as: is used to indicate how excess production
is to be used. The model totals (1) the amount of each feed that would be
used at the base year feeding rate, (2) the amount to be soid from the
worksheet and (3) the amount required for end of year inventories. If
production exceeds that total, the remainder wiil be used for feed and,
thus, used to reduce feed purchases or sold depending on the entry in this
column. Enter a "1" if any excess production is to be sold. Enter a "0"
or make no entry, if the excess is to be used for feed.

Worksheet 1.F. Farm Inventories

Enter the beginning of planned year inventory values for land,
building and machinery. Also enter planned year sales of land, buildings
and machinery. It is unnecessary to enter beginning of year value for
livestock or planned sales of livestock since they have been entered in
Worksheets 1.A. and 1.B. Sales of capital items; Tand, buildings and
machinery, will not influence the sustainable debt payment capacity.
However, they will be included in cash flows for the coming year.

Enter planned year investments in Tand, building, livestock and
machinery. This should include only added capital investment. Repairs
should be excluded. Also, livestock purchased for replacement rather than
expansion should be excluded.

Enter the depreciation on machinery and buildings that is expected
for the planned year. This number should reflect economic depreciation in
the assets owned. However, tax depreciation may be easier to estimate and
in many cases will be a good approximation of the appropriate value. These
data are used in calculating net income and in determining end-of-year
balance sheet values.

Lost Capital (percent l¢ss on new buiiding investment) is the percent
of any new building investment that does not increase the market value of
the farm. For example, if $100,000 is invested in buildings and
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Worksheet 1.E. Planned Year Crop Purchases and Sales

Excess
Volume Price Volume Price Production?
- of Per of Per Used as:
Purchases Unit Sales Unit Feed=0, Sales=1

Concentrate

Corn Grain (bu)

HM Corn (T)

Oats (bu)

Wheat (bu)

Other Grain (bu)

Forage
Hay (T)
HC Sitage (T)

Corn Silage (T) \OO 20

Other Forage (T)

Nonfeed Crop

3 Excess over amount required for feed {with rate of use for feed at base year level),

sales (indicated on this worksheet) and required inventory. If used for feed,
concentrate cost will be reduced rather than increasing feed sales. If left blank,
a zero (feed use) is assumed.



Worksheet 1.F. Farm Inventories
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January 1 Planned Year
Item Planned Year Sales Investment Depreciation
Land 126,500 a 36,000
Buildings BB500 a &5.000 G102
Livestock '-\?:,‘2‘50
Machinery WL HO0 25.000 BW2S0
Lost Capital (percent loss on
new building investment) _ do
Base Year Change in Inventory
Item $ Change
Machinery Parts &
Fuel & 0il * AOO0
Breeding Supplies r \00
Veterinary Supplies Y 900
Other Livestock Supplies O
Fertilizer & Lime Voo
Seeds & Plants * 200
Chemicals & Sprays O
Other Crop Supplies O

@ Split total market value of real estate between land and buildings.
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construction of the building increases the value of the farm by only
$60,000, the lost capital is 40 percent.

Base Year Change in Inventory is the change in the value of listed
jtems on hand between the beginning and end of the base year. These are
used to adjust the level of cash expenses occurring during the base year to
reflect the cost of the total amount of each of these items used during the
base year. This is necessary to make an accurate projection of planned
year costs. For example, if the fuel and oil inventory was $2,000 at the
beginning of the year and $500 at the end of the year, the §1,500 of
inventory that was used up is an expense for th year that must be added to
cash expenses to get total expense. In this case, enter $-1,500.

Worksheet 1.G. Expected Price Changes Between Base and_P]anned Years

Enter the estimated change in prices expected from the base year to
the planned year. The entries should reflect inflation rates or decreases
in prices only. They should not reflect physical changes in the operation
of the business. Projected changes in the costs of various items for dairy
farming are developed each December by the Department of Agricultural
Economics at Cornell University and published in the Agricultural Situation
and Outlook Handbook. The handbook has aggregated some of the categories
included in this 1ist. Use of the handbook values will require using the
rates of price change indicated under the aggregate categories for the
individual items included in that category.

Worksheet 1.H. Relative Cost Factors

To reflect the change in various costs that result from changes in
crop mix, acres or animal numbers, but still base actual costs on the
historical experience, a set of relative cost factors for the individual
cost items is developed for each enterprise. Corn grain is given a factor
of "1" and all other crops are related to corn grain.

Relative cost factors indicate the relationship of the level of costs
for each enterprise to other enterprises. For each cost category, the
costs for each enterprise are expressed as a percent of the costs for corn
grain. For example, fertilizer and Time costs for hay are estimated at 30
percent of the cost for corn. Fertilizer and lime costs for wheat are
estimated at 60 percent of corn. The seeds and plants cost for hay are 130
percent of corn. Similarly, the annual fuel and oil costs for one cow are
estimated at approximately 130 percent of the fuel and o0il costs for an
acre of corn.

These factors are used to properly reflect the change in costs that
would be expected to occur with a change in the average acreage of
individual crops or a change in the number of cows. By using the relative
cost factors, the absolute Tevel of costs experienced by this farm during
the base year determine the rate of expense during the planned year but the
change in number of acres or cows determines the final Tevel.

If the values listed are inappropriate for the farm being projected
or a cash crop which will required different weights is planned, enter the
estimates on the worksheet next to the listed value. The computer will



Worksheet 1.G. Expected Price Changes Between Base and Planned Years

Auto Expense
‘Fuel & 0i1
Fertilizer & Lime

Seeds & Plants

Dairy Youngstock
Farm Real Estate
Used Machinery

Family Living Expenses

% Change % Change

Calf Prices Chemicals & Sprays + |
Cull Cow Prices Other Crop Expense
Other Farm Receipts Machine Hire

. Nonfarm Income Rent
Labor + 3 Land & Bldg Repairs + 2
Feed, Concentrate + 2 Insurance -\
Feed, Forage Taxes *
Breeding Fees Electricity
Vet - Medicine Other Utilities
Replacement Livestock Marketing
Other Lvstk Expenses Miscellaneous
Machine Repairs Milk Cows ~ A\
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Worksheet 1.H. Relative Cost Factors (Corn Grain = 1.0)

Machine Fuel Fertilizer Seeds & Chemicals Other Crop
Crop Repair & Gil & Lime Plants & Spray Expenses
Corn Grain 1.0 1.0 1.0 1.0 1.0 1.0
Corn Silage 1.4 1.5 1.0 0.9 1.0 0.5
Hay 0.9 0.9 0.3 1.3 0.1 1.1
HC Silage 0.9 1.0 0.3 1.2 0.1 0.5
Wheat 0.9 1.0 0.6 0.8 0.1 0.7
Dats 0.9 1.0 0.6 0.8 0.1 0.7
Other Forage 1.1 1.2 0.5 1.2 0.4 0.7
Other Grain 0.9 1.0 0.7 0.9 0.4 0.8
Nonfeed Crop 1.0 1.0 1.0 1.0 1.0 1.0

One Cow and
Normal Repla 1.8 1.3
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always list the factors entered during the last use of the program. Enter

values in the computer only where the desired value differs from the value
shown on the screen.

The factors listed in Worksheet 1.H. of this publication were
developed from New York Cost Accounts for 1983 (the last available data).
Machine repairs for cows include maintenance of silo unloader, feeding
equipment, gutter cleaners, skid steer loaders and other manure scrapers,
manure spreaders, the share of tractors used to spread manure and milking
equipment.

Worksheet 1.I. Feed Use Factors

The feed use factors are used to adjust concentrate and forage use when
cattie numbers are different in the planned year than they were in the base
year. These factors represent the costs of maintaining an animal for a
year. For calves under six months, the annual feed requirement is equal to
the feed used for two calves. That is, if a herd averaged 20 calves under
six months of age for the year, they would use the feed required to feed 40
calves from birth to six months. In developing the costs listed in this
manual, data for raising a heifer from birth to freshening from New York
Cost Accounts were used. The average age at freshening was 26.1 months.
The time period in various heifer groups was:

Bred Heifer 9 months
Open Heifer 11.1 months
Calf under & months 6 months

Values are listed for three production levels: under 13,000; 13,000
to 18,000, and over 18,000 pounds of milk per cow. As the production level
changes, the level of feeding for cows relative to heifers, who are on a
less variable maintenance and growth feeding program, changes and the
proportion of concentrate relative to forage also changes. Higher
production requires that a higher proportion of the feed be concentrates.

If the values presented are inappropriate for the herd being
projected, enter the appropriate value on the worksheet next to the listed
value. On the computer screen, replace the number listed with the
corrected value. The computer will always list the factors entered (used)
during the last use of the program. Enter values only where the desired
value differs from the value shown on the screen. Correct only the values
for the production level of the herd (pounds of milk sold divided by
average number of cows). If the relative number of animals in the
different age groups will remain constant, this section can be skipped.

Section 2

The data entered in Section 2 are used to calculate sustainable
repayment ability. Sustainable repayment ability is the amount of cach
available for debt payments for an average future year if no major changes
are made in the business except those included in the first projected year.
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Worksheet 1.I. Feed Use Factors?® (1 dairy cow = 1.0)

Production Per Cow Per Year (1bs)

Type of Less than 13,000 13,000-18,000 over 18,000
Animal Concentrate Forage  Concentrate Forage  Concentrate Forage
Cow ©1.00 1.00 1.00 1.00 1.00 1.00
Bred Heifers A1 .56 .09 .58 .07 .60
Open Heifers .05 .31 .03 .33 .02 .34
Calves?

(under six mo) .45 .07 .37 .07 .29 .08

a If the relative numbers of animals in different age groups is unchanged, this
section can be skipped.

b Includes cost of milk or milk replacement and any caif started. Includes feed for
one animal equivalent for one year (i.e., feeding two calves to six months of age).
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When Section 2 is used the data in Section 1 should be modified so
that it is representative of an average future year. A different set of
Section 1 data will normally be appropriate for an average future year than
is used for projecting the coming year.

For many businesses, the amount of principal repaid on machinery
Toans is less than the amount of new machinery purchased. In this case,
either the amount outstanding on machinery (and thus, the annual payments)
will increase over time or cash must be set aside for down payments on
machinery sufficient to keep debt payments from increasing. The data
entered in Worksheet 2.A. are designed to allow the computer to determine
the amount of cash that must be set aside.

Worksheet 2.A. Repayment Ability Information

de o dode e e dodke do ke gk ke ke e ok *kkkdkkikkhkkikikhk
*  The Clements Farm input presented for Section 2 is appropriate *
* for an average future year (this section would not be used *
* without also changing the Section 1 data for differences *
*  between 1988 and an average future year indicated on page 87) *
% % e o do e g e ok gk ke ko ko : Tk kkdkhkkkdkddhkk

To estimate the average annual machinery investment required to
maintain the base year machinery investment, complete either question 1.a.
or 1.b. Data are not required for both. If both are filled in, the
computer will use only the data entered in 1l.a. The expected annual
machinery investment can usually be best estimated by reviewing the average
machinery investment over the last few years and adjusting that level for
changes in the size of the machinery inventory that have occurred over time
and for under or overinvestment that occurred during the period.

If historical data are unavailable or inappropriate, compliete
question 1.b. Enter the average age at which machinery is traded-in. The
age should be weighted by the value of machinery, so give more weight to
higher value machines in estimating the average age at trade-in.

Percent of Value of replacement machinery is the percent that the
value of items being traded in normally is of the cost of new machinery.
For example, if a tractor that cost $50,000 ten years ago is being traded-
in on a new tractor, and the dealer allows $7,000 for the old tractor on
purchase of a new tractor that could be bought for $70,000 cash, the
percent to enter is 10 (not 14}).

Debt that Could be Refinanced for machinery purchases is the amount
of outstanding intermediate term debt (that will be outstanding if the
financing plan being assessed is adopted) that can be rolled over or
refinanced annually to finance the purchase of new machinery. This will
usually include debt to institutional lenders such as banks, Farm Credit or
FmHA. Debt that cannot be refinanced should be excluded. If refinancing
is not allowed or desired, enter zero.

Interest Rate is the interest rate that will be paid on machinery
loans that are refinanced to obtain financing for purchase of replacement
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Section 2.
Worksheet 2.A. Repayment Capacity Information

l.a. Expected annual machinery investment required to maintain base year machinery
investment (base year §) ' 20,\00
OR
b. Average machinery trade-in:
Age (years)
Percent of value of replacement item
2. Debt that could be refinanced for machinery purchases
Principal outstanding $ \20,000
Likely refinance terms:
Interest Rate (%) \O

Term (years) “_:1___
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machinery. This is the average interest rate expected to be paid on
machinery loans over the next few years.

Term (years) is the number of years over which refinanced machinery

loans are to be repaid. It is the number of years over which such loans
are amortized.

Section 3

Section 3 input data include the debts outstanding and the additional
asset information needed to compiete the proforma income statement and
balance sheet and determine the amount of scheduled debt payments. These
data all relate to the planned year (usually the coming year), not to an

average future year.
e 5 e ¢ e v Je v Je e v v e ok ok dkkdkkkkkbhkikikkii

* The Clements Farm input presented for Section 3 are appropriate *
* for analysis of next year (1988). *

ke ok F o Jo v e Je o ek K e ke e et e ke e e e dodk K

Worksheet 3.A. Existing Debt and Account Payable Information

A1l debts and accounts payable with outstanding balances at the
beginning of the planned year should be entered on this worksheet except
those being repaid with percent or per hundredweight milk assignments.
Loans with fixed payments that are paid through an assignment should be
included. For accounts payable enter the amount outstanding, the interest
rate, if interest accrues, and any payments to be made.

Lender is the name or other identification of the lender. In cases
where more than one loan is from the same lender, include a loan number or
other identification of the individual loans to make the output more
understandable,

Balance 1/1 Planned Year is the outstanding principal balance on the
loan at the beginning of the planned year. For Farm Credit Service loans
with essentially automatic cancellation of stock (stock is maintained at a
set percent of the current unpaid balance on the Toan and reduced as the
principal is repaid, either at the time of loan payment or on a monthly
basis), enter the net Toan balance excluding the value of the stock and
enter the stock requirement percentage in the column headed Stock
Requirement Percent. For Farm Credit Service loans with end-of-period
cancellation, enter the loan balance including the value of the stock and
then enter the value of the stock owned in the column titied "stock
requirement amount". For automatic cancellation where the stock is Timited
to $1,000, enter as automatic cancellation if th2 principal is Tess than
the maximum principal on which stock will be required ($1,000/stock
requirement percent expressed as a decimal) and as end of period if it
exceeds that amount. For example, with a two percent stock requirement and
maxinum stock of $1,000, Tecans under $50,000 would be entered as automatic
canceliation and those over $50,000 would be entered as end of peried.
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Section 3.
Worksheet 3.A. Existing Debt and Account Payable Information

Bal 1/1 Amt No. of Month Stock Orig Month
Planned Int of Pmts of Last Reguireb Term Paid 3n
Lender Year Rate Pmt Per Yr Pmt $ A (Yrs)€¢  Full
FmHA 21625 \ 241.05  \2 \2 20 -
P\CC/'Pc\&! uuyn . (=
3 End of period cancellation Toans only.
b Automatic cancellation Toans.
C Enter 0 for accounts payable.
d

Enter number of months only if loan is to be paid in full ahead of time.
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Interest Rate is the rate of interest to be paid on the loan during
the planned year. If the rate is expected to change, enter the average

rate to be paid, weighted by the period of time the various rates are
expected to be in effect.

Amount of Payment is the amount of each payment scheduled to be made
and includes both principal and interest.

Number of Payments Per Year is the number of payments per year to be
made on the loan. This number is used to determine the frequency of
payments. If monthly payments are made, enter 12 even if the Toan will be
paid off during the planned year with fewer than 12 payments.

Month of Last Payment is the number of the month in which a payment
was last made on this loan. For example, if the last payment was made in
November, enter 11. This number is used to calculate the interest

outstanding on the loan and to schedule payments for loans that are paid
less frequently than monthly.

Stock Requirement Amount is the amount of stock outstanding on Farm
Credit Service loans with end-of-period cancellation of stock (the amount
of stock remains constant throughout the l1ife of the loan). Make no entry
for loans with automatic cancellation of stock. For automatic cancellation
Toans where stock is limited to $1,000, treat loans with principal balances
under the maximum principal balance on which stock will be required ($1,000
divided by the stock requirement in decimal form) as automatic cancellation
and those over that amount as end of period cancellation.

Stock Requirement Percent is the percentage of the total gross loan
(Toan proceeds plus stock) that must be invested in stock. This ranges
from two to 10 percent. Enter the percentage in this column only for Toans
with automatic cancellation of stock (the stock amount is automatically
adjusted to the required percentage, when payments are made or monthly, of
the loan and only interest is paid on the stock). Make no entry in this
column for loans with end-of-period cancellation of stock. For automatic
cancellation loans with a maximum stock requirement (usually $1,000)
calculate the maximum on which the principal balance would be required
($1,000 divided by stock requirement percent expressed in decimal form).
Treat loans with a principal balance in excess of that amount as end of
period and those with less as automatic cancellation.

Original Term {years) is the number of years over which the Toan was
originally amortized (to be repaid). This is used in determining whether
the loan is current, intermediate or long term for appropriate placement on
the balance sheet.

Month Paid in Full is used only when a loan is being paid off during
the planned year and earlier than scheduled. This would normally occur
when loans are being refinanced or excess cash allows faster than scheduled
repayment. If a loan is being refinanced, enter the number of the month
the refinancing is to occur and enter a new loan with the amount of
principal being refinanced and the new terms on Worksheet 3.C. If a loan
is being repaid early, just enter the month of the early repayment. In the
Grey farm example, the loans are being refinanced in July.
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Worksheet 3.B. Milk Check Assignments

A1l loans that are repaid through a percent of the milk check or a
dollar per hundredweight assignment are entered on this worksheet. A loan
with a fixed payment amount but paid through an assignment should be
included in Worksheet 3.A. above. If there is only one loan connected with
an assignment, enter the information on one of the first four lines. If
there is more than one loan for an assignment Tist them under assignment A
or assignment B.

Lender and Loan is the name or other identification for each loan.
In cases where there is more than one loan from a single lender, such as
assignment A or B, include loan number or other identification to make the
output more understandable.

Assignment Amount is the percent of the milk check or the dollars
per hundredweight to be deducted from the milk check and applied to the
loan or loans. Enter the milk check in percent form; 12.5 percent is
entered as 12.5, not .125. Enter a per hundredweight deduction in dollar
form; 25 cents is entered as .25.

Type, ZMC = 1, $/cwt = 2 is where you indicate whether the assignment
amount is a percent of the milk check, by entering 1, or an amount per
hundredweight, by entering 2. For examplte, if 12.5 is entered under
assignment amount, the deduction will be 12.5 percent of the milk check if
"1" is placed in this column and $12.50 per hundredweight, if a "2" is
entered in this column.

Balance 1/1 Planned Year is the outstanding principal balance on the
loan at the beginning of the pianned year. For Farm Credit Service Toans
with automatic cancellation of stock (stock is maintained at a set percent
of the current unpaid balance on the loan and reduced as the principal is
repaid), enter the net loan balance excluding the value of the stock and
enter the stock requirement percentage in the column headed Stock
Requirement Percent. For Farm Credit Service loans with end-of-period
cancellation, enter the Toan balance including the value of the stock and
then enter the value of the stock owned in the column titled Stock
Reguirement Amount. For automatic cancellation loans with a maximum stock
amount {like $1,000)}, calculate the maximum principal on which stock is
required (i.e., $1,000/.02 = $50,000). Treat loans under that amount as
automatic cancellation and those over that amount as end of period
cancellation.

Interest Rate is the rate of interest to be paid on the loan during
the planned year. If the rate is expected to change, enter the average
rate to be paid, weighted by the period of time the various rates are
expected to be in effect.

Percent to Principal is the percent of the assigned funds left over
after paying interest on all loans that is to be applied to the principal
of each loan. This is to be entered if the scheduled payments are not
entered in the following column. To illustrate how this procedure works,
assume there are two loans, X and Y, entered percent to principal is 60
percent for X and 40 percent for Y, total assigned funds are $10,000 and
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Worksheet 3.B. Milk Check Assignments

Assign- Type: Bal 1/1 % Bal Stock Orig Month
ment %MC=1 Planned Int to Sch Reguireb Term Paid én
Lender Amt $/cwt=2 Year Rate Prin  Pmt® § %  {Yrs) Full
Single Loan Assignments
Bank fe) \ o482 W \00 20 &

Assignment -- Multiple
Loan A:

Assignment -- Multiple

Loan B:

2 End of period cancellation loans only.

b Automatic cancellation Toans.

¢ Enter either scheduled payment or percent balance to principal for each assignment
(not both).

d

Enter number of month only if loan is ito be paid in full ahead of time.
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the interest on the two loans is $6,000, the remaining $4,000 will be split
with $2,400 going to X and $1,600 to Y.

Scheduled Payment is the payment required on loans that are paid
through part of a milk assignment. These payments are used to divide the
assigned funds among the loans. Payments are entered if the highest
priority (first listed under this assignment) loans are to receive full
payment and any excess or deficit funds left after paying all but the
lowest listed loan will be assigned to the Towest listed loan. Any payment
entered for the last listed loan will be ignored. Do not enter payments in
this column if you entered percent of principal in the last column.

Stock Reguirement Amount is the amount of stock outstanding on Farm
Credit Service loans with end-of-period cancellation of stock (the amount
of stock remains constant throughout the 1ife of the loan)}. Make no entry
for loans with automatic cancellation of stock. For automatic cancellation
Toans with a maximum stock amount (1ike $1,000), calculate the maximum
principal on which stock is required (i.e., $1,000/.02 = $50,000). Treat
Toans under that amount as automatic cancellation and those over that
amount as end of period cancellation.

Stock Requirement Percent is the percentage of the total gross loan
(Toan proceeds plus stock) that must be invested in stock. This ranges
from two to 10 percent. Enter the percentage in this column only for loans
with automatic cancellation of stock (the stock amount is automatically
adjusted to the required percentage of the loan and only interest is paid
on the stock). Make no entry in this column for loans with end-of-period
cancellation of stock. For automatic cancellation loans with a maximum
stock amount (1ike $1,000), calculate the maximum principal on which stock
is required (i.e., $1,000/.02 = $50,000). Treat loans under that amount as
automatic cancellation and those over that amount as end of period
cancellation.

Original Term (years) is the number of years over which the loan was
expected to be repaid (amortized). This is used to place the loans in the
correct position on the balance sheet. A number greater than 10 is a long
term loan; one to 10 is an intermediate term loan.

Month Paid in Full is used only when a loan is being paid off during
the planned year and earlier than scheduled. This would normally occur
when loans are being refinanced or excess cash allows faster than scheduled
repayment. If a loan is being refinanced enter the number of the month the
refinancing is to occur and enter a new loan with the amount of principal
being refinanced and the new terms on Worksheet 3.C. If a loan is being
repaid early, just enter the month of the early repayment. If loans under
a milk assignment are repaid early, all loans under the assignment must be
paid off at the same time and the assignment discontinued.

Worksheet 3.C. New Debt Information

On this worksheet enter information on loans with fixed paymenis to
be taken out during the planned year. Loans with fixed payments that are
paid through a milk assignment should be included.
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3.C. New Debt Information

No. of Stock Month
Amount Int Term Pmts Month Reguireb Paid in
Lender Borrowed Rate (Yrs) Per Yr Borrowed $ % Full
BonK 120,000 \O " \2 =)

4 End of period cancellation loans only.

b Butomatic cancellation loans.
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lender, Interest Rate and No. of Payments Per Year have the same
definitions as indicated for Worksheet 3.A. above.

Amount Borrowed is the amount of money to be borrowed. If the loan
is obtained from the Farm Credit Service with automatic cancellation of
stock (stock is maintained at the set percent of the current unpaid balance
on the loan and reduced on the principal is repaid) enter only the net
proceeds of the loan (the amount the farmer gets to use). For Farm Credit
Service loans with end-of-period cancellation (the original amount of stock

is maintained throughout the 1ife of the loan) enter the complete Toan
amount including the stock. For end-of-period loans, the total amount of
the loan can be calculated by dividing the amount of the net Toan amount
(required for the farm business) by one minus the stock regquirement
percentage. For example, a farmer who plans to borrow $95,000 for his farm
business from a Farm Credit office with a five percent stock requirement
will have a gross loan (proceeds plus stock) of $100,000 ($95,000/(1-.05).

Term is the number of years over which the Toan will be repaid
(amortized).

Month Borrowed is the month the money is to be obtained.

Stock Reguirement Amount is entered only for end-of-period
cancellation loans and is the amount of stock to be purchased when the
money is borrowed. In the example given above under "amount borrowed" the
amount of stock is $5,000 ($100,000 - $95,000). For automatic cancellation
Toans with a maximum stock amount (like $1,000), calculate the maximum
principal on which stock is required (i.e., $1,000/.02 = $50,000). Treat
loans under that amount as automatic cancellation and those over that
amount as end of period cancellation.

Stock Requirement Percent is the percentage of the total gross loan
(1oan proceeds plus stock) that must be invested in stock. This ranges
from five to 10 percent. Enter the percentage in this column only for
loans with automatic cancellation of stock (the stock amount is
automatically adjusted to the required percentage of the loan and only
interest is paid on the stock). Make no entry in this column for loans
with end-of-period cancellation of stock. For automatic cancellation loans
with a maximum stock amount {like $1,000), calculate the maximum principal
on which stock is required (i.e., $1,000/.02 = $50,000). Treat Toans under
that amount as automatic cancellation and those over that amount as end of
period cancellation.

Month Paid in Full has the same meaning as indicated for Worksheets
3.A. and 3.B. Most new loans would not be paid off during the planned
year. However, this can be used for operating loans that will be taken out
and paid off during the planned year. If money is borrowed in one month
(say May) and repaid in another month (say November) the Toan can be
entered as a new loan with a month borrowed of five and month paid in full
of 11. If a new loan is to be paid off during the year with menthly
payments, enter 12 in the number of payments per year and enter the term of
the loans as a decimal or a fraction. For example, with a loan borrowed in
April and repaid with seven monthly paymenis {through November), enter 12
under number of payments per year and .5833 or 7/12 under term (year).
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Worksheet 3.D. New Milk Check Assignments

Amount borrowed, interest rate, stock requirement amount, stock
requirement percent and original term (years) are all interpreted in the
same manner as for other new loans (see Worksheet 3.C.). Assignment
amount, type: #MC = 1, $/cwt = 2, percent to principal and payment are all
interpreted in the same manner as for existing assignments (see Worksheet
3.B.). New milk check assignments cannot be paid in full during the
planned year.

Worksheet 3.F. Additional Investment Data

These data are used to complete the proforma balance sheets.

Checking and Szvings is the amount of money is the checking and
savings account at the beginning of the planned year. This is used as the
beginning of year balance sheet value and the account to which cash
‘surpluses and deficits are added.

Marketable Bonds and Securities is the market value of bonds and
securities held.

Supplies Inventory is the inventory value of items used in production
excluding crops and feed. This includes such items as fertilizer, gas and
0il, spray and chemicals on hand, semen and other breeding supplies and
veterinary supplies (all items listed at the bottom of Worksheet 1.F.).

Accounts Recejvable includes all income that has been earned but not
received that expected to be received sometime in the future. On dairy
farms the largest account receivable item will often be the milk check to
be received in January for the prior December’s milk production.

Estimated Value of Operator and Family Labor and Management is the
farmer’s best estimate of the value of the value of operator labor, family
labor and operator management of the farm business. Include the value for
all operators and families involved in the business. This number is used
only in calculating the rate of return on investment and rate of return on
equity. A high value for labor and management will decrease these rates of
return. If no entry is made, the model will use $9,000 (for labor) plus
five percent of adjusted gross receipts where adjusted gross receipts is
total gross receipts minus value of purchased feed and replacements
purchased.




34

Worksheet 3.D. New Milk Check Assignments

Assign- Type: % Bal Stock
ment %MC=1 Month Amt Int to Sch Require Term
Lender Amt $/cwi=2 Brwd Brwd Rate Prin Pmt $ % (Yrs)
Single foan Assignments
Bank 1O | G \%2000 MW 100 20

Assignment -- Multiple
Loan A:

Assignment -- Multiple
Loan B:
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Worksheet 3.E. Additional Investment Data

PTanned Year Market Value?

Jan 1 Dec 31
Checking and Savings \Q,.000
Marketable Bonds & Securities
Supplies Inventory 2500 S500
Accounts Receivable \"1,000 25,000
Estimated value of operator and family labor and managementb 30,000

a Be sure these values are consistent with the other values entered in the model.
These values will not influence the cash flow, but do reflect the proforma balance
sheet and income statement,

b Include all operators (and families). If no entry is made, the model will use
$9,000 (labor) plus five percent of gross receipts after subtracting the value of
feed purchases and purchased replacements.
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DESCRIPTION OF QUTPUT

As indicated in the previous section, both the input and the results
of running the program can be printed. See the section on ™Running the
Program" (page 55) for instructions on how to print.

Printout of Input

Both the input and the output are printed when you select PRINT from
the menu unless you indicate on Worksheet 0O that you do not want the input
printed. As detailed below, the computer will print only that part of the
input which is needed for the type of analysis (calculations) you select on
Worksheet 0. The identification of farm situation listed on Worksheet 0 is
printed on the cover page in a slightly revised format. The information on
the type of calculations to be made is not printed.

Type of Calculations Input Printed
Cash Flow Section 1 (Worksheets
1.A.-1.1.)
Sustained debt repayment
ability Sections 1 and 2
(Worksheets 1.A.-1.1.
and 2.A.)
Proforma balance sheet Sections 1 and 3
and income statement (Worksheets 1.A.-1.1.
and 3.A.-3.E.)

The Results

The results generated, and printed, by the model depend on the type
of analysis selected on Worksheet 0. The alternatives are presented below:

Type of Calculations Qutput Printed
Cash Flow Estimated cash flows
Sustained debt repayment Estimated cash flows
ability Sustainable debt repayment ability
Proforma balance sheet Estimated cash flows
and income statement Proforma market value balance sheet

Proforma income statement
Financial ratio analysis
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Estimated Cash Flows

Two sets of cash flows are printed out: the adjusted accrual base
year flows and the planned year cash flow.

Base Year Adjusted Accruyal for most items is the cash flows for the
base year plus (1) changes in accounts receivable or payable, (2) any
adjustments to the base year that are entered on Worksheet 1.A., and (3)
the change in base year inventory of the corresponding item from Worksheet
1.F. Except for dairy cattle, feed-concentrate and feed-forage, all items
for which no corresponding inventory appears on Worksheet 1.F. are

calculated using the this procedure but excluding consideration of
inventories.

For dairy cattle the inventory adjustment is accomplished by
subtracting the "amount of dairy cattle sales resulting from a reduction in
herd size" (Worksheet 1.A.) and adding the increase in raised cattle sales

form reduced rate of increase in herd size in planned year (Worksheet
1.A.).

Feed-concentrate is calculated using the general procedure described
above except that the change in inventory comes from Worksheet 1.D. 1If the
inventory for any grain declined, the amount of the decline is added to
feed-concentrate used. The value of any increases in inventory is added to
crop sales. The same procedure is used for forage except that the decrease
in a forage item is added to feed-forage and the increase is added to crop
sales. The base year adjusted accrual value represents the normal base
year accrual value that would be expected to occur in the planned year if

no changes were made in business operation, cost levels or production
Tevels.

Cash Flow is the cash flow estimated for the planned year based on
the data input in Section 1. For most income items, the model first
calculates the actual base year income by adding the change in accounts
receivable to the cash received during the year. This number is then
modified by the "adjustments to base year" listed to obtain a "normal base
year value." For most expense items, the change in accounts payable
(Worksheet 1.A.) and the change in inventory for the corresponding supply
item (Worksheet 1.F.) are added to the cash expense to obtain the actual
expense incurred. This is then modified by the listed adjustments to base
year to obtain a "normal base year value." For both income and expense
items, a "modified base year value" is calculated by inflating (or
deflating) the normal base year value with the expected price change from
Worksheet 1.G6. For most items, the modified base year value is converted
to the planned year value by; (1) using logic specific to the value being
calculated (which is discussed below), and (2) incorporating the planned
deviations Tisted on Worksheet 1.A. Deviations are incorporated by
multiplying by one plus the percent deviation (in decimal form) or by
adding the deviation when it is expressed in dollar form.

Kilk Sales is the planned year production multiplied by planned year
price. Planned year producticn is the base year pounds of milk sold,
divided by average base year number of cows, multiplied by one plus the
percent change in production per cow, multiplied by the average number of
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cows in the planned year (all from Worksheet 1.B.). The average base year
price is calculated by dividing base year pounds of milk sold (Worksheet
1.B.) into the sum of milk sales, change in accounts receivable under milk
sales and adjustments to base year milk sales (Worksheet 1.A.). The base
year price is converted to the planned year price by adding the change in
milk prices from Worksheet 1.B.

Calf Sales is determined by multiplying the modified base year value
by the ratio of the average number of cows in the planned year to the
average number of cows in the base year (Worksheet 1.B.) and incorporating
the deviations from Worksheet 1.A.

Cattle Sales. The value of normal year cattle sales are calculated
as the base year cattle sales, plus account receivable and adjustments,
minus dairy cattle sales resulting from a reduction in herd size during the
base year (Worksheet 1.A.), plus increased sales of raised cattle in the
planned year resulting from a reduction in the rate of increase in herd
size (Worksheet 1.A.). The planned year value is the normal year value,
multiplied by one plus the expected price change cull cow prices (Worksheet
1.6.), followed by incorporation of the deviations (Worksheet 1.A.).

Crop Sales is the sum of the sales for each crop from Worksheet 1.E.
plus the value of any excess crops available for sale calculated under
concentrate or forage expense. The volume of sales for each concentrate
and forage are multiplied by the price per unit (Worksheet 1.E.) to get the
value of planned sales for each crop.

Other Farm Receipts is the modified base year value plus the
deviations from Worksheet 1.A.

Nonfarm Income is the modified base year value plus deviations from
Worksheet 1.A.

Tota] Farm Income is the total cash income generated by the business.
It includes all items listed above except nonfarm income.

Total Income is total cash income from farm and nonfarm sources. It
is calculated as total farm income plus nonfarm income.

Labor is the modified base year value plus deviations. Labor does
not automatically change with changes in the number of cows or acres. If
the amount of labor to be used in the planned year is different than the
adjusted base year value, the change should be entered in the deviations on
Worksheet 1.A.

Feed-Concentrate is determined by the cropping program, purchases and
sales of grains and the consumption by animals. First, the apparent base
year use of corn grain, high moisture corn, oats, wheat and other grain is
determined using the inventory, purchase and sale data from Worksheet 1.D.
and the crop production data for the same crops from Worksheet 1.C. Base
year use of each crop is the base year beginning inventory, plus base year
purchases, plus base year production (yield times acres), minus base year
sales, minus base year ending inventory.
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The base year number of cow equivalents is calculated from the
average number of cows, bred heifers, open heifers and calves from
Worksheet 1.B. and the relative feed consumption coefficients from
Worksheet 1.J. For example, a herd producing over 18,000 pounds of milk
per cow, with 50 cows, 10 bred heifers, 20 open heifers and 10 calves would
have a concentrate cow equivalent of:

50 x 1.00 = B0.0
10 x .07 = .7
20x .02 = .4
10 x .29=_2.9

Total cow equivalent 4.0

Separate cow equivalent numbers are calculated for forage and concentrates.
Base year use per cow equivalent is calculated by dividing the base year
use by the base year number of cow equivalents.

Planned year use per cow equivalent is calculated by multiplying the
base year use per cow equivalent by one plus the percent change in feed use
per cow from Worksheet 1.B. Planned year use is the planned year use per
cow equivalent multiplied by the planned year cow equivalent calculated
using the planned year livestock numbers from Worksheet 1.B. and the
relative feed consumption coefficients from Worksheet 1.J.

The amount of each crop that is available for use in the planned year
is the planned year beginning inventory (Worksheet 1.D.) plus crop
production {Worksheet 1.C.), plus planned purchases (volume times price,
Worksheet 1.E.), minus planned sales (volume times price, Worksheet 1.E.),
minus planned year ending inventory (Worksheet 1.D.). If the planned year
ending inventory is not set (a 2 is entered in the first blank under
planned year ending inventory for concentrates) the ending inventory is set
at zero in determining the amount available.

Planned year use is then compared to the amount of that crop
available in the planned year., If the ending inventory is not preset and
use is less than the total available, the ending inventory is set at the
difference {amount left) and nothing is added to purchases or sales. If
the ending inventories are preset or planned use exceeds the amount
available, planned year use is compared to the amount available and any
excess or deficit quantity calculated. A deficit is valued at the price
paid for that crop if any was purchased during the year (Worksheet 1.E) or
the end of planned year price (Worksheet 1.C.) if none was purchased. The
value of the deficit is added to feed, concentrate expense. An excess is
valued at the price received for any of that crop that was sold (Worksheet
1.E.) or the end of planned year price (Worksheet 1.C.}, if none was soid.
The value of the excess is added to crop sales.

The above procedure is used for all grain crops listed under
concentrates on Worksheet 1.D. Purchased concentrates are handled with
sTightly different procedures. Base year use calculations start with the
modified base year expense using data from Worksheet 1.A. (Base year vaiue,
plus change in accounts payable, plus, adjustments to base year). From
this is subtracted the base year purchases of corn grain, high moisture
corn, oats, wheat and other grain from Worksheet 1.D. to obtain the net
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value of base year purchased concentrates. The net base year purchased
concentrates are divided by the base year cow equivalents to obtain the
base year purchased concentrates per cow equivaient. This per cow value 1is
multiplied by one plus the percent change in feed use in decimal form
(Worksheet 1.B.) and the expected change in feed-concentrate price, in
decimal form (Worksheet 1.6.), to obtain the planned year use per Cow.
Planned year use per cow is muitiplied by the planned year cow equivalent
and deviations in feed-concentrate costs from Worksheet 1.A. are
incorporated to obtain total purchased concentrate cost. Total purchased
concentrates are then added to feed-concentrate expense.

Finally, the planned year purchases of corn grain, high moisture
corn, oats, wheat and other grain (Worksheet 1.E.) are added to feed-
concentrate expense,. Thus, feed-concentrate expense includes planned
purchased grain, purchased concentrate expense and unplanned grain

purchases (grain purchases required to meet the use requirements of the
herd).

Feed-Forage is determined by inventories and base year purchases and
sales from Worksheet 1.D., planned year purchases and sales from Worksheet
1.E. and crop production from Worksheet 1.C. for corn silage, dry hay, hay-
crop silage and other forage in the same manner as was explained for grains
under feed-concentrate.

Breeding Fees are calculated by multiplying the modified base year
value by the ratio of the number of cows in the planned year to the number
of cows in the base year and then incorporating the deviations from
Worksheet 1.A. The inventory item used in calculating the modified base
year value is breeding supplies.

Vet Medicine expense is calculated by multiplying the modified base
year value by the ratio of number of cows in the planned year to the number
of cows in the base year and then incorporating the deviations from
Worksheet 1.A. The inventory item used in calculating the modified base
year value is veterinary supplies.

Replacement Livestock expense is calculated by multiplying the
modified base year value by the ratio of number of cows in the planned year
to the number of cows in the base year and then incorporating the
deviations from Worksheet 1.A.

Other Livestock Expense is calculated by multiplying the modified
base year value by the ratic of number of cows in the planned year to the
number of cows in the base year and then incorporating the deviations from
Worksheet 1.A. The inventory item used in calculating the modified base
year value is other livestock supplies.

Machinery Repair is calculated by first determining the modified base
year value which is the base year value, plus adjustments to base year plus
accounts payable (Worksheet 1.A.}, plus change in machinery parts inventory
(Worksheet 1.F.), multiplied by the change in machine repair prices
(Worksheet 1.G.). That value is then adjusted for the change in number of
cows and the acres of individual crops using the weight factors on
Worksheet 1.H. The weight factors represent the percent that the
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respective cost for each cow or acre of each crop are of the same cost for
corn. For example, the machine repair cost on corn silage are estimated at
140 percent of the machine repair cost for corn grain. Similarly, the
machinery cost for one cow and normally associated replacements is 180
percent of the cost for an acre of corn. These factors were derived from
New York Cost Account records. However, they can be altered in the program
to fit the cost experience of a particular farm. The total corn acres
equivalent for the base year is calculated by multiplying the base year
number of acres or cows by the respective coefficient and summing over all
enterprises. This total corn acre equivalent number is then divided into
the modified base year value to determine the cost per acre of corn
equivalent, This cost is then multiplied by corn acre equivalent
calculated for the planned year using the coefficients from Worksheet 1.H.
and the planned year number of acres and animals. Finally, the deviations

from Worksheet 1.A. are incorporated to determine the level of planned year
expense.

Auto Expense is the modified base year value plus deviations without
further adjustments.

fuel and Qj1 is calculated using the same procedure as used for
machinery repair except that the change in inventory used is that for fuel
and oil from Worksheet 1.F. and the weight factors are those listed under
fuel and oil from Worksheet 1.H.

Lime and Fertilizer is determined using the same procedure as
outlined under machinery repair except that the number of cows does not
enter the calculations. The inventory change for lime and fertilizer from
Worksheet 1.F. and the weight factors under fertilizer and lime from
Worksheet 1.H. are used.

Seeds and Plants expense is determined using the same procedure as
outlined under machine repair except that number of cows does not enter the
calculations. The inventory change is that for seeds and plants from
Worksheet 1.F. and the weight factors on Worksheet 1.H. are listed under
seeds and plants.

Spray_and Chemical costs are determined using the same procedure as
outlined for machine repair except that number of cows does not enter the
calculations. The inventory change for chemicals and sprays from Worksheet
1.F. and weight factors for chemicals and sprays from Worksheet 1.H. are
used.

Other Crop Expense is determined using the same procedure as outline
for machine repair except that number of cows does not enter the
calculations. The inventory change for other crop supplies from Worksheet
1.F. and the weight factors for other crop expense from Worksheet 1.H. are
used.

Custom Work is the modified base year value adjusted to include the
deviations from Worksheet 1.A.

Rent is the modified base year value adjusted to inciude the
deviations from Worksheet 1.A.
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Land and Building Repair is calculated by muitipiying the modified
base year value by the ratio of end of year building investment to
beginning of year building investment and then incorporation deviations
from Worksheet 1.A. Beginning of year building investment comes from
Worksheet 1.F. and end of year building investment is calculated as the
beginning of year building investment minus planned year sales, plus
planned year investment, minus Tost capital on planned year investment
{beginning investment that does not add to the market value).

Insurance Costs are calculated by multiplying the modified base year
value by the ratio of planned year to base year market value of assets
(buildings, machinery, livestock and crops) and then incorporating
deviations from Worksheet 1.A. Beginning of year inventories of buildings,
Tivestock and machinery are taken from Worksheet 1.F. Crop inventories are
taken from Worksheet 1.D. End of year building investment is calculated as
the beginning of year value, minus sales, plus investment, minus Tost
capital on investment, minus building depreciation. End of year machinery
investment is the beginning of year value minus sales, plus investment,
minus depreciation. These values come from Worksheet 1.F. End of year
Tivestock value is the end of year value for each livestock category
indicated on Worksheet 1.B. For cows the January 1 of the planned year
value is divided by the January 1 number of cows to obtain the beginning of
year price per cow. The price per cow is adjusted for the expected change
in milk cow prices from Worksheet 1.G. and then multiplied by the end of
year number of cows from Worksheet 1.B. Values for the various youngstock
categories are calculated using the same procedure except that the expected
change in dairy youngstock price is used from Worksheet 1.G.

Taxes are calculated by multiplying the modified base year value the
ratio of end of year real estate assets to beginning of year real estate
assets and then incorporating the deviations from Worksheet 1.A. Beginning
of year real estate assets is the sum of the land and buildings values from
Worksheet 1.F. End of year land value is the beginning of year value minus
sales, plus investment. End of year building value is the beginning of
year value minus sales, plus investment, minus Tost capital on investment.

Electricity is calculated by multiplying the modified base year value
by the ratio of milk production in the planned year to production in the
base year and then incorporating the deviations from Worksheet 1.A.

Marketing Costs are first divided intc two groups: those related to
pounds of milk sold and all others. Milk hauling, advertising, CCC
assessments, coop dues and milk marketing organization deductions are all
normally determined by the pounds of milk sold. The base year cost of
these items per hundredweight of milk from Worksheet 1.B. multiplied by the
base year hundredweight of milk is subtracted from the total base year
marketing expense to determine "other marketing expenses". Other marketing
expenses are then converted to a modified base year value using the
adjustments from Worksheet 1.A. and the expected change in marketing prices
from Worksheet 1.G. Planned year "other marketing expense" is then
calculated by multiplying the modified base year vaiue by the ratio of
income from calf, cull cow and crop sales in the planned year to that of
the base year and incorporating deviations from Worksheet 1.A. These
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expenses are then added to the planned year per hundredweight charges
indicated on Worksheet 1.B. multiplied by the hundredweight of milk

produced in the planned year to determine total planned year marketing
expense.

Miscellaneous Expenses are calculated by (1) multiplying the modified
base year expenses by the ratio of all other expenses in the planned year

to all other expenses in the base year and (2) incorporating the deviations
from Worksheet 1.A.

Family Living Expense is the modified base year value, calculated
using the adjustments (Worksheet 1.A.) and expense price changes (Worksheet
1.G.), plus the deviations from Worksheet 1.A.

Total Farm Expense for the planned year is the total cash expense for
the business for the year. It includes all expense items listed above
except family living expenses. The base year adjusted accrual total farm
expenses indicate the level of expenses that could be expected in a normal
future year if no changes were made in business operation, cost levels or
production levels. This is an accrual base number which includes changes
in accounts payable and changes in inventory values.

Total Farm and Family Living Expense is the sum of total farm

expenses and family Tiving expenses. This represents the total outflow of
the business before considering debt repayment or investment.

Total fxpenses are equal to total farm expenses from above. ATl
nonfarm expenses are subtracted from nonfarm income and only the net
nonfarm income is included as part of total income.

Net Income in the base year adjusted accrual column is the net
accrual income that would be expected from this business in a normal year
if no changes were made in business operation, cost levels or production
levels. Net income in the cash flow column is the net cash income
estimated for the planned year.

Capital Sales is the total value of sales of capital assets expected
in the planned year (Worksheet 1.F.). This represents cash that will be
generated by the business which can be used for investment, debt repayment
or family living expenses.

Available for Debt Payments and Investment is the total cash
generated by the business minus estimated family living expenses and is the
amount of funds expected to be available in the planned year to make all
debt payments as well as downpayments or outright purchase of investment
items.

Sustainable Debt Repayment Abjlity

If Section 2 of the input is completed, the model calcuiates the
sustainable debt repayment ability of the business. Sustainabie debt
repayment ability is the amount of cash that is expected to be available
for debt repayment in an average future year if no additional changes are
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made to the business. For a cash flow and financial plan to be feasible,
this number must exceed the expected payments on lTong term, intermediate
term and short term debt and interest on operating debt. Principal
payments on operating debt are excluded since they are already represented

in the cash flow in the expenses in the form of fertilizer expense, feed
expense, etc.

Net Farm Income is calculated from cash farm income and cash farm
expenses taken directly from the estimated cash flows. This indicates the
cash generated by the farm business to be used for family living, debt
payment and investment.

Available for Debt Payments and Investment is the net farm income
plus nonfarm income minus family Tiving expenses (both taken from the
estimated cash flows). This indicates the amount of money available for
debt payments and investment. For farm businesses that do not make down
payments or outright cash purchases of investment items, this number is the -
amount expected to be available to make debt payments in an average future
year if no additional changes are made in the organization of the business.

Annual Machinery Investment is the average amount that will be
invested in machinery in an average future year to maintain the base year
machinery investment. Other asset items are maintained through the cash
operating expenses. Lland is maintained through annual purchases of
fertilizer, 1ime and other crop inputs. Livestock inventories are
maintained through the raised livestock, costs which are included in a
number of cash expense items (feed, vet, etc.) or through purchased
replacements. Building maintenance is included in cash expenses. New
buildings are not included but farm business can continue with the existing
buildings for a number of years if necessary.

Although machinery repairs allow for some maintenance of the existing
machinery inventory, practically all farms will find it necessary to
purchase some machinery every year in order to maintain the machinery
complement in working order. Annual machinery investment comes from
Worksheet 2.A., question 1. The model either (1) uses line 1.A. directly
or (2) calculates the annual machinery investment by dividing the total
base year machinery investment by the average number of years that
machinery remains on the farm (age at time of trade-in) and multiplying the
result by the percent that the boot price paid for machinery is of the
purchase value {1 - the percent that the trade-in value of an item is of
the cost of its replacement).

Principal Refinanced Annually is the amount of intermediate term debt
that can be refinanced each year with the principal that is reborrowed
through the refinancing being used to buy replacement machinery. This
number is taken directly from Worksheet 2.A., question 2.

Percent Repaid each Year is the percent of the principal that will be
repaid during the first year of loan and, thus, can be reborrowed each
year. This is calculated from the refinancing terms Tisted on Worksheet
2.A., question 2. The jinterest rate and number of years over which the
Joans would be refinanced, are used to calculate the amount of principal
that would be repaid on a loan assuming monthly payments. This amount of
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principal is expressed as a percent of the original baTance and rounded to
the nearest whole percent.

Amount that can be Reborrowed is the amount of the "principal that
can be refinanced annually" from above that will be repaid, and thus, can
be reborrowed, each year. This assumes that the loan is refinanced and
that the principal paid during the year is reborrowed and used for
machinery investment. This is calculated as the percent repaid each year
multiplied by the principal refinanced. This amount represents the maximum
amount of machinery investment that can be financed through the roli-over
of intermediate term debt without the amount of intermediate term debt
increasing and, thus, the amount of annual payments increasing.

Cash Machinery Investment is the amount of the expected annual
investment in machinery that can not be financed through the roll-over of
intermediate term debt.

Sustainable Debt Repayment Ability is the amount available for debt
repayment in an average future year and, thus, represents the maximum level
at which scheduled debt payments could be set and expect those payments to
be net. It is calculated as the amount of cash generated by the business
for debt repayment and investment minus the amount of machinery investment
that must be made each year but can not be financed by the roll-over of
existing intermediate term debt. Average annual expected future debt
payments can not exceed this amount. If cash machinery investment (listed
above} is zero, development of a loan program with payments which exceed
the sustainable debt repayment ability can be expected to result in
immediate debt repayment problems.

If cash machinery investment is positive, and the scheduled payments
exceed the sustainable debt repayment ability, but are Tess than a total
amount available for debt payments and investment, debt repayment problems
may be avoided during the first year or year’s of the investment. However,
as machinery is replaced and funds borrowed for that replacement, debt
payments can be expected to increase over time and will ultimately increase
to Tevels that will exceed the amount available for debt payments and
investment resulting in cash flow problem. Sustainable debt repayment
ability should exceed planned debt payments by enough to cover (1) possible
changes in interest rates, (2) year-to-year variability in farm income, (3)
any misestimation of cash flows, and (4) other unexpected occurrences.

Planned Year Debt Repayment Ability

This table is printed if the debt information is entered in Section
II1 of the input. This table indicates the amount by which the funds
available for debt payments exceed or are less than the scheduled debt
payments for the planned year. This differs from the sustainable debt
repayment ability table in that it relates specifically to the planned year
rather than an average future year,

Net Farm Income is calculated from cash farm income and cash farm
expenses taken directly from the estimated cash flows for the planned year.
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Capital Assets Sales comes from Worksheet 1.F. and represents the
cash income that will be generated in the planned year through the sale of
capital assets. These funds will be available to make payments during the
planned year. However, similar income can not be expected to occur in
future years. In most cases, capital assets sales represent an unusual or
one time only source of cash.

Nonfarm Income comes from the income section of the planned year
estimated cash flows.

Fémfly Living comes from the expense section of the planned year
estimated cash flows.

Available for Debt Payments and Investment is calculated from the
above listed items. This represents the amount of cash available to make
debt payments and investments during the planned year (only).

Funds to_be Borrowed is the amount of money (principal) borrowed
during the planned year. The data come from the "amount borrowed" columns
from Worksheet 3.C. and 3.D. Borrowed funds represent cash flows into the
business from outside sources.

Scheduled Debt Payments for Planned Year is the total regular debt
payments to be made in the planned year on the debts entered on Worksheets
3.A., 3.B., 3.C. and 3.D. This represents the total principal and interest
to be repaid through regular debt payments by the business during the
planned year.

Additional Debt Payments is the amount of principal paid ahead of
schedule. Early repayment could result either from paying off a loan to
make use of excess cash flow or from refinancing. The regular payments to
be made on any loan that is repaid early are included under scheduled debt
payments for the planned year.

Investments is the amount of money invested in land, buildings,
machinery and livestock during the planned year (Worksheet 1.F.).

Excess Repayment Ability is the amount of funds available for debt
payment in excess that needed for the debt payments scheduled for the
planned year. It is calculated as the funds available for debt payments
and investment (1) minus the debt payments to be made in the planned year,
(2) plus funds to be borrowed, and (3) minus new investments. A negative
number indicates that there are insufficient funds available to make all
planned debt payments during the planned year. Either net additional funds
will have to be borrowed, accounts payable will increase by this amount
more than was planned, or a new plan will have to be developed.

Market Value Balance Sheet

The market value balance sheet presents proforma balance sheets for
the beginning of the planned year and the end of the planned year. The
beginning of the planned year values for land, buildings and machinery,
come from Worksheet 1.f. Livestock values come from Worksheet 1.B. Feed
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and supplies come from Worksheet 1.D. Supplies, accounts receivable, cash
and bank accounts, and marketable bonds and securities come from Worksheet
3.E. Farm Credit Stock comes from Worksheets 3.A. and 3.B. Beginning of
year liabilities are taken from the January 1 planned year balance column
of Worksheets 3.A. and 3.B. Loans are placed in categories based on the
original term of the loan as follows:

Loan Category Original Term (years)
Long term Greater than 10 years
Intermediate term 10 years or less but
greater than one year
Current debt and accounts payable One year or jess

Land (end of planned year) is the beginning of year value plus
planned year investment minus planned year sales from Worksheet 1.F.

muitiplied by the expected change in the price of farm real estate from
Worksheet 1.G.

Buildings (end of planned year) is the beginning of year value of
buildings minus planned year sales, plus planned year investment, minus the
lost capital percentage multiplied by the planned year investment, minus
building depreciation, all multiplied by the expected change in the price
of Tand and building repairs from Worksheet 1.G.

For each [ivestock category the end of year value is calculated by
determining the beginning of year value per head: the January 1 value
divided by the January 1 number. That value is adjusted by the expected
change in prices from Worksheet 1.G; cow prices are adjusted by the change
in the price of milk cows, other livestock are adjusted by the change in
value of dairy youngstock. The adjusted price is then multiplied by the
number of animals in each category that are expected to be in the herd on
December 31 of the planned year (Worksheet 1.B.). Total value of livestock
is the sum of the values for the four categories.

Feed and Supplies (end of planned year) comes from two sources. Feed
and crop inventory quantities come from Worksheet 1.D. and are valued at
the end of year price per unit from Worksheet 1.C. The supplies inventory
comes form the December 31 value entered on Worksheet 3.E.

Accounts Receivable (end of planned year) is taken from the December
31 value entered on Worksheet 3.E.

Cash and Bank Accounts (end of planned year) are taken from the
December 31 value entered on Worksheet 3.E.

Marketable Bonds and Securities (end of planned year) is taken from
the end of year value entered on Worksheet 3.E.

Farm Credit Stock (end of planned year) is the total value of stock
outstanding on Farm Credit Sysiem Toans with end-of-period cancellation.
The value is the same as the beginning of year value unless a loan has been
paid off. For loans that are paid off, the stock is used to make the final
payment(s).
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Long Term Liabilities (end of planned year) includes the remaining
balance of all loans listed on Worksheets 3.A.-3.E. with an original term
greater than 10 years. The end of year balance is calculated as the
beginning of year balance, or amount borrowed for new loans, minus the
principal paid on the loan.

Intermediate Term Liabilities (end of planned year) includes all
toans listed on Worksheets 3.A.-3.D. with an original term greater than one
year but less than, or equal to, 10 years. The end of year value is the
beginning loan balance for each individual loan minus the amount of
principal paid during the year.

Current Debt and Accounts Payable (end of planned year) include all
loans listed on Worksheets 3.A.-3.D. with a term of one year or less.
Accounts payable are entered with a term of zero (blank). If an account
payable is entered with no payment, but with an interest rate, the end of
year balance will be increased by the accumulated interest that has been
unpaid. If no interest rate is entered the end of year value will equal
the beginning of year amount.

Net Worth is the total assets minus total liabilities.

Percent Fquity is net worth expressed as a percent of total assets.

A Detailed Review of the Calculation Procedure for Regular Loans
and Accounts Payable

The values calculated for each loan include the end of year balance,
end of year stock value and the total debt payments made on the loan during
the planned year. Although only end of year balances and total payments
are projected, the procedure allows for up to 12 payments per year.

End of Year Balance. If the input designates that the loan will be
paid in full during the year, the ending balance is zero. If there is a
beginning balance, but no scheduled payments will be made, as in the case
of accounts payable, the balance at the end of the year will be the
beginning balance plus the beginning balance multipiied by the interest
rate (in decimal form). If payments are made, the ending balance will be
the present value of the remaining payments (payments remaining at the
beginning of the year less the number of payments made during the planned
year) discounted at the interest rate on the Toan.

The number of payments remaining at the beginning of the year are
calculated as:

—
-

i}

Payments remaining = n Y

|

- Payment amount
where, X Payment amount - (balance x interest rate )

no. payments/yr
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Yy - 1 + = Interest rate
No. of payments per year

and L, = Natural log

Number of payments made during the year is the minimum of the
payments scheduled during the planned year or the total payments remaining.

The End of Year Stock Value is identical to the beginning of year value

unless the loan is paid off during the year. If a loan is paid off during
the year, the stock value is zero.

Since the stock outstanding on a Farm Credit service loan is used to
make the final payment(s), the procedure listed above for calculating end
of year balance may include loans that are paid off with the stock balance
resulting in incorrect loan balances and overestimation of payments. To
determine whether a Toan is repaid with the stock the model calculates the
end balance less the stock value. If the input designates that the loan
will be paid in fulil during the year, the end balance less stock will be
zero. Qtherwise it will be the end of year balance minus the end of period
cancellation stock value. If the end balance less stock is negative, the
loan will be paid off during the planned year, the end of year stock
balance and the end of year Toan balance are both zero and the computer
calculates the principal overpayment that would occur if all scheduled
payments were made. To determine the number of excess payments (or

fraction of payments) that would be made, the Ln X/Ln Y, Tisted above,
formula is used. In this case,

_ Payment amount
" Payment amount - (excess prin. payment) interest rate

The excess principal payment is the amount of principal that would have
been paid through regular payments that will, in fact, be covered by the
value of the stock. This excess is mathematically calculated as the
negative of the result of subtracting the stock amount from the. end
balance. Conceptually it is the stock amount minus end of year balance.

The amount of overpayment is the calculated number of excess payments times
the payment.

Total Debt Payments If a loan is to be paid in full during the year,
the number of scheduled payments to be made if the Toan were allowed to
continue for its complete term is calculated.

The number of payments made (N) = M '125512
Where: number of the month loan is paid in full
number of the month the last payment was made
number of payments per year

=
B nou
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This number is rounded down to the nearest integer. The number of months
between the last scheduled payment and the month the loan will be paid in
full is then calculated as follows:

Months = M - N (12/P) + L-12

This will indicate the number of months of interest that will accrue
between the tast scheduled payment and the date the loan is paid in full.

The payment required to pay the loan in full is calculated as the
present value of the remaining balance immediately after the last scheduled
payment, plus interest on that present value for the number of months
between the last scheduled payments and the month it will be paid in full,
minus the end-of-period stock value.

A Detailed Review of the Calculation Procedures for Milk Check
Assignments

The procedures for determining the end of year balance, end of year
stock value and total debt payments for loans paid through milk assignments
are basically the same as used for regular loans and accounts payable, with
variations to allow for the fact that (1) the assigned percentage of the
milk check may not be sufficient to meet the interest payments, (2) total
annual amount received on the assignment must be arbitrarily divided by 12

to get the monthly payments, and (3) the assigned amount must be divided
between loans.

First, tentative interest is calculated as the beginning balance
times the interest rate. If the amount available from the assignment is
greater than the tentative interest, the average monthly payment is
calculated as explained below and the calculations proceed much the same as
they do for regular loans.

If more than one loan is included in the assignment, and the balance
remaining after the interest is paid is apportioned to each loan, the
average payment to each loan is calculated as:

Payment = (A-1} P + IL

where: A = The amount available from this assignment
I = The tentative interest on all loans under this
assignment
P = The percentage of the balance assigned to this loan
IL = The tentative interest on this loan

If scheduled payments are to be made on a multiple loan assignment,
the scheduled payments are made on all loans except the Toan of lowest
priority, which will receive as a payment any surplus remaining after the
higher priority loans are serviced. If there is a shortfall, this will be
added to the principal plus any interest due on the Towest priority loan.

For any loan where the payments are less than the tentative interest
due, the end of year balance is the beginning principal plus the future
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value (as of year end) of any deficit in interest payments (tentative
interest minus amount available)., The future value formula incorporated in
LOTUS requires the payment (total deficit interest, which equals amount
available minus tentative interest) divided by 12, the interest rate and
the number of payments (12 since milk assignment payments are made monthly
and the loan will definitely not be paid off during the year if the payment
is less than the interest). Since the deficit is algebraically negative,
the future value will be negative, thus, the negative of its value is used.

The end balance of each loan is assigned to its proper category of
short3 intermediate or long term by the input data (original term in
years).

New regular loans and new milk check assignments are handied the same
as the existing regular loans and existing milk check assignments. There
are no provisions for paying new milk check assignment loans in full.
Scheduled payments on new loans are not entered since the program will
compute the payments. The number of payments to be made during the year

are calculated from the month the loan is made and the number of payments
per year.

Proforma Income Statement

The planned year income statement is a proforma income statement

covering the planned year. The income and expenses are those generated in
developing the cash flow.

Revenue items including milk sales, cash sales of dairy livestock
{calf sales and cattle sales), cash sales of feed and crops (crop sales)
and other farm receipts are taken from the estimated cash flow. Changes in
livestock inventory and accounts receivable come directly from the
difference between the beginning and end of year values from the market
value balance sheet. Feed and crop inventory change comes from the
beginning and end of year crop inventories (Worksheet 1.C. and 1.D.).

Expense items including cash operating expenses, replacement
livestock purchases and feed purchased, all come from the estimated cash
flows. Investment livestock purchases come from Worksheet 1.F. and
represent expansion livestock investment. Change in supplies inventory
comes from Worksheet 3.E. and is the difference between the beginning and
end of year inventory values. Depreciation on machinery and equipment, as
well as land and buildings, come from Worksheet 1.F. and represents the
depreciation expected to be taken in the planned year. Total expense
(excluding interest) includes all of the projected expenses listed above
and represents the total expenses incurred in operating the business in the
planned year except interest expense.

Income from Farm Operations is calculated as the gross receipts minus
total expenses excluding interest and represents the net income generated
by the business before considering the amount of debi. This is the return
to operator labor, family Tlabor, management and all capital (debt and
equity).
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Interest Expense represents the total interest to be paid by the
business during the planned year. This is calculated from the loans input
on Worksheets 3.A.-3.D.

Net Farm Income is calculated as the income from farm operations
minus interest expense. Net farm income is the return to operator labor,
family labor, equity capital and management. It includes the change in the
value due to price (appreciation or decline in value) on crop and livestock
inventories but excludes price change on real estate and machinery.

Net Farm Income (including all asset value change) is the net farm
income plus the change in value of assets due to price changes
(appreciation or decline in value) for buildings, land and machinery. The
increase in building value is calculated as the end of year value minus net
investment where net investment is the beginning of year value, plus
purchases, minus lost capital, depreciation and building sales. Changes in
the value of land and machinery are calculated in the same manner except
that they require no lost capital calculation and land has no depreciation.
The sales, investment and depreciation values come from Worksheet 1.F.

This measure of income is identical to net farm income above, except
that it also includes change in asset value due to price on land, buildings
and machinery. This represents the return from operating and owning the
farm business for the year.

Financial Analysis

To assist the user in analyzing the financial performance during the
planned year, a series of analysis measures are calculated. These measures
are also calculated for the base year when sufficient base year data are
available to do so.

Scheduled Debt Payments Per Cow is the per cow amount of debt
payments scheduled for the planned year. It is calculated by dividing the
scheduled debt payments for the planned year from the Planned Year
Repayment Ability output by the planned year average number of cows from
Worksheet 1.B.

Available for Debt Service Per Cow is the amount available per cow to
service debt. It is calculated by dividing the amount Available for Debt
Payments and Investment from the Planned Year Debt Repayment Ability output
by the average number of cows from Worksheet 1.B.

Cash Flow Coverage Ratio is the ratio of the amount available for
debt payments to the planned Tevel of debt payments. The data come from
the Planned Year Debt Repayment Ability output. The ratio is calculated as
the Amount Available for Debt Payments and Investment divided by the
Scheduled Debt Payments for the Planned Year.

Debt Payments as a Percent of Milk Sales indicates the proportion of
the milk check that is committed to debt repayment. It is calculated by
dividing the Scheduled Debt Payments for the Planned year from the planned
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year Debt Repayment Ability output by the value of planned year milk sales
from the Estimated Cash Flow Statement.

Debt Per Cow is the total debt from the balance sheet divided by the
corresponding (beginning or end of year) number of cows from Worksheet 1.B.

Solvency

Leverage Ratio is the ratio of total liabilities to debt. It is

calculated as the total 1iabilities divided by net worth. Data come from
the balance sheet.

Percent Equity is net worth divided by total assets. Both come from
the balance sheet.

Current and Intermediate Debt fo Asset Ratio is the total current and
intermediate 1iabilities divided by current and intermediate assets. A1l
data come from the balance sheet. Current and intermediate assets are

calculated by subtracting the value of land and buildings from the value of
total assets.

Long Term Debt to Asset Ratio is the total Tong term liabilities
divided by the value of land and buildings. A1l values come from the
balance sheet.

Profitability

Return on Equily is the rate of return to equity capital including
all income or loss due to changes in the value of all assets (appreciation
or decline in value). Return to equity is calculated as the Net Farm
Income (including all asset value change) from the income statement minus
the estimated value of Operator and Family Labor and Management from
Worksheet 3.E. If no value is entered on Worksheet 3.E. for the value of
Operator and Family Labor and Management, an assumed value of $9,000 plus
five percent of adjusted gross receipts, where adjusted gross receipts is
total farm income minus purchased feed-concentrates and replacement
livestock (from the cash flow statement). The rate of return on equity is
the return to equity divided by average net worth (average of beginning and
end of year net worth from the market Value Balance Sheet.

Return on Investment is the return to equity from above plus interest
paid (from the income statement). The rate of return on investment is the
return on investment divided by average total assets (average of beginning
and end of year total assets from the balance sheet).

Capital Efficiency

Capital] Turnover indicates the number of years that it takes for
gross receipts to equal the total investment in the farm. Gross receipts
come the income statement. Average total assets is the average of the
beginning and end of year total assets from the balance sheet.
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Real Estate Investment Per Cow is the total value of land and
buildings from the balance sheet divided by the number of cows from
worksheet 1.B. Calculations are made for both beginning of year values and
end of year values.

Machinery Investment Per Cow is the total value of machinery and
equipment from the balance sheet divided by the number of cows from
Worksheet 1.B. Calculations are made for both beginning and end of year.

Tota] Assets Per Cow is the total assets from the balance sheet
divided by number of cows from Worksheet 1.B. Calculations are made for
both beginning and end of year.

Cost Contro]l

Cost control factors are calculated for both the base year and the
planned year.

Feed Bought Per Cow for the planned year is the total of the feed-
concentrate expense and the feed-forage expense from the estimated cash
flows divided by the average number of cows from Worksheet 1.B.

For the base year feed-concentrate and forage purchases come from
Worksheet 1.A. and include cash expenditure plus change in accounts
payable. Average number of cows comes from Worksheet 1.B.

Hachinery Cost Per Cow is calculated by dividing total machinery
costs by the average number of cows from Worksheet 1.B. Total machinery
costs is the sum of (1) machine repairs, (2) auto expense, (3) fuel and oil
(4) machine hire, (5) machinery depreciation (Worksheet 1.F.) and (6)
interest on average machinery investment (from balance sheet) at five
percent. A1l data come from the cash flow statement unless otherwise
indicated.

Feed and Crop Expense Per Hundredweight of Milk is the total feed and

crop expense divided by the hundredweight of milk. Feed and crop expense
includes (1) feed-concentrate, (2) feed-forage, (3) fertilizer and lime,
(4) seeds and plants, (5) chemicals and sprays, and (6) other crop expense.
For the planned year the hundredweight of milk is calculated from data on
Worksheet 1.B. and the expense items come from the cash flow statement.
For the base year, the hundredweight of milk come form Worksheet 1.8B. and
the expenses include the cash amount and change in accounts payable from
Worksheet 1.A. and the change in corresponding inventories from Worksheet
1.F.

Percent Feed is of Milk Receipts for the planned year is the total
feed-concentrate and feed-forage expense divided by miik sales with all
data coming from the estimated cash flow. Base year feed expense includes
the cash expense for concentrate and forage plus changes in accounts
payable. Milk receipts inciudes the cash receipts plus change in accourts
receivable from Worksheet 1.A.
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RUNNING THE COMPUTER PROGRAM

Once you have completed entering all the necessary data on the
worksheets, you will be ready to run the model. The first step in using
the model is to gain access to the LOTUS 123 spreadsheet. This is done in
different ways, depending upon the type of computer you are using.

Note: Some computers have a [RETURN] key. Others have an [ENTER] key
which serves the same function. Throughout this publication we will use
the [ENTER] designation. If your computer has a [RETURN] key, use it
whenever the directions indicate [ENTER].

1.0 IBM-PC (two floppy disks}.

1.1 Insert DOS (2.0 version or higher) into the A drive (left).

1.2 Turn on the machine and wait. Enter date and time if requested.

1.3 When A> alone appears, take out the DOS disk.

1.4 Insert LOTUS 123 (version 2.01) system disk into the A drive.

1.5 Type [LOTUS], then press the [ENTER] key. The LOTUS cover page will

appear on the screen. Press any key and wait.

1.6 You are now ready to use the cash flow analysis template.

[
<o

IBM-PS/2 (MWarren 160}

2.1 Make sure machine is turned on (computer and monitor).

2.2 If a menu of choices does not appear on the screen, type [MENU] and
press [ENTER].

2.3 When the menu options are displayed, type the letter corresponding to
LOTUS 123 (version 2.01) and press [ENTER].

2.4 The LOTUS 123 cover page will appear. Press [ENTER].

2.5 Copyright information will appear briefly on the screen. The LOTUS
spreadsheet will then appear. Press [/] (slash).

2.6 Two lines of options (the LOTUS menu) will appear. The first line
is: Worksheet, Range, Copy, Move, File, Print, Graph, Data, System,
Quit. Enter your disk in the appropriate drive. Press [F], or move
cursor to File and press [ENTER].

2.7 The options are now: Retrive, Save, Combine, Xtract, Erase, List,
Import, Directory. Press [D], or move cursor to Directory and press
[ENTER].
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The first line will now read "Enter Current Directory": followed by
"c:\lotus201" (or something similar to that). If you are using a
5 1/4 inch disk, enter [b:}, and press [ENTER]. If you are using a

3 1/2 inch disk, enter [a2:}, and press [ENTER]. The LOTUS worksheet
will reappear.

IBM-PCXT (others)

3.1

3.2

3.3

- 3.4

3.5
3.6

4.0

Procedure for accessing Lotus may differ between machines. If you do
not know the procedure, obtain help.

When C> appears, and LOTUS 123 is on the hard disk, access is usually
gained by typing [cd\LOTUS123] or [cd:LOTUSI23], [ENTER] (LOTUS 123
is the name of the directory where LOTUS 123 is stored).

Then type [LOTUS] and press [ENTER].

The LOTUS cover page will appear. Insert the system disk and press
[ENTER].

Copyright data will appear, press [ENTER].
The spreadsheet will finally appear.

Inserting the Cash Flow Analysis Disk

4.1 a. If you are using a two floppy disk drive computer, insert the FLOWS

4.2

disk in the B drive.

If you are using a single floppy disk drive, remove the LOTUS 123
system disk and insert the FLOWS disk.

From now on, all computers should work with the same procedure.

5.0 Getting Started

5.1

5.2

The first command you give the computer when using the flows model
will be the file retrieve command. Be sure the flows diskette is
inserted in the B drive (if using a two drive PC) or the appropriate
floppy disk drive (if using a microcomputer with a hard disk). If
you are not familiar with LOTUS 123, you should read section 8.0,
Using LOTUS 123, before you continue with the program.

Press [/] (stash). Two lines of options will appear across the top
of the screen. The cursor will highlight "Worksheet™. Other options
available are: Range, Copy, Move, File, Print, Graph, Data and Omit.
Move the cursor to file and press [ENTER], or type [F]. The options
listed now are: Retrieve, Save, Combine, Xtract, Erase, List, Import
and Directory. Since the cursor is on Retrieve, you can either press
TENTER] or [R].
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The first 1ine will now read "enter name of file to retrieve:"
Beneath that will be flows, highlighted by the cursor. You can now
either type [FLOWS] and press [ENTER], or simply press [ENTER].

The menu indicator in the upper right corner of the screen will
change to a flashing WAIT. It takes the flows file about two minutes
to be retrieved (moved from the disk into the computer), so be
patient.

When the flows file appears on the screen, ydu are ready to proceed
with the program.

This whole series of commands can be accomplished by simply typing:
[/FR], wait until the cursor highlights flows, then press [ENTER].

6.0 Operating the Program Using the Program Menus

6.1

6.2

6.3

6.4

It is possible, and for most people easiest, to enter all data,
review the results, make decisions for output, save, print and exit
the program using the menu system incorporated in the program. When
the file is retrieved, a macro is automatically executed which starts
you off by displaying the cover page. If directions displayed on the
screen are followed and you stay within the menu controlled program,
all data can be entered in proper sequence and in the correct cell.

After the cover is displayed, you are instructed to press [ENTER] to
continue. Instructions are displayed for erasing existing data or
continuing with the program. The first choice is to continue with
the program. If you have made data entries for an analysis and did
not complete the program, or you wish to change some entries, you
should make no entry in the cell where the cursor is located. Press
[ENTER] and the first screen for data entry will appear. If you are
starting a new analysis, all existing data must be erased. The macro
enables you to do this by one keystroke. Enter [1] in the cell where
the cursor is located and press {ENTER]. It will take a few minutes
for the macro to execute and then the first screen for data entry
will appear on the screen. This corresponds with Worksheet 0.

The cursor will be located at the cell designated for the name of the
operator of the farm for which the analysis is being prepared. Type
the name and press [ENTER]. The name will be entered and the cursor
will move to the cell for the base year (the year on which the
projected flows are based). The cursor will automatically move to
the next cell when data are entered in the highlighted cell and
[ENTER] is pressed. Any system of numbering or naming may be used
for the analysis identification. Just press [ENTER] if there is no
identification used. The cursor will continue through the next
column where the address and the name of the preparer are located.

After the preparer’s name is entered, the cursor will move to the
choices available for type of analysis and output. The choices are
made by entering [1] in the appropriate cells. If any particular
output is not desired, make no entry and press [ENTER]. When the
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choice is made to print or not print the input data, press [ENTER)
once more. This will invoke a macro which will copy some of the data
just entered to other parts of the spreadsheet. This will only take
a few seconds.

After the data are copied, a menu will appear at the top of the
screen similar to the LOTUS command menu.

The menu that appears controls the macro that expedites operation of
the program. There are seven choices available in the main menu.

The first line displays the choices and the second line gives a brief
description of the choice highlighted in the first line. Pressing
the right arrow key will move the cursor from one choice to the next,
and will display its function on the second line. Selection of a
choice can be made by highlighting the choice and pressing [ENTER],
or by simply pressing the first letter of the choice, (i.e., F for
Flows).The structure of the menu system is shown on the following
page. A description of the alternatives follows.

Takes you to Worksheet 1.A. You get to Worksheets 1.B. through
1.I. by going to 1.A. and then pressing [ENTER] each time you
are ready to move to the next worksheet. If you make an entry
on a worksheet, move to another cell before pressing [ENTER] to
move to the next worksheet.

CAPACITY: Takes you to Worksheet 2.A.

DEBTS:

SAVE:
PRINT:

Takes you to Worksheet 3.A. You get to Worksheets 3.B. through
3.E. by going to 3.A. and then pressing [ENTER] each time you
are ready to move to the next worksheet. If you make an entry
on a worksheet, move to another cell before pressing [ENTER] to
move to the next worksheet.

Calculates the entire worksheet and then saves it on your disk.

Takes you to the print options where you indicate the type of
printer you have. The options include:

OKIDATA: Automatically prints output on Okidata printer.

EPSON: Automatically prints output on EPSON or IBM
printer.

LASERJET:  Automatically prints output on Hewlett Packard
LaserJet Printer.

ANOTHER: Provides the information required from this program
to develop the set-up string to print the report
with another type of printer. Selecting this
option takes you out of the program control macro.

MENU: Stops the printer selection and returns you to the
main FLOWS menu.
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QUIT: Takes you out of the FLOWS program control macro
and returns you to the ready mode.

Allows you to select the part of the results of the analysis
that you want to view on the screen. Once you have viewed the
selected results, press [ENTER] and the program will return to
the menu. The alternatives are:

CASH FLOW: Cash flow for the planned year.

DEBT: Sustainable debt repayment ability.

ABILITY: Repayment ability for next year (not necessarily
sustainable - correct only when planned year
follows base year).

BALANCE: Proforma balance sheet.

INCOME: Proforma income statement.

FINANCIAL: Financial analysis chart.

MENU: Returns you to the main FLOWS menu.

Note: The first five statements can be viewed by going to any one of them
and using the arrow keys to move to the others. They are located below
each other in the order listed above. After the results have been viewed,
press [ENTER] to return to the menu.

NEXT:

Is used to take you to the next analysis or exit LOTUS. The
options are:

NEW: Takes you to the very beginning of the program to
start analysis of a new farm situation. If you
save your existing program on your disk before
using this, you can insert a new formatted floppy
disk on which your new problem can be saved.

REVISION: Takes you back to Worksheet 0 to change the type of
analysis being conducted (i.e., change from next
year cash flow with proforma balance sheet and
income statement to sustainable repayment ability
for an average future year).

QUIT: Takes you out of the FLOWS program macro to ready
mode (to use all regular LOTUS commands).

EXIT: To exit LOTUS. Use this when you have completed
your analyses.

MENU: Return to main FLOWS menu.
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6.6 While operating the program, the mode indicator in the upper right
hand corner of the screen and the status indicators at the bottom of
the screen indicate the manner in which the computer is operating.
Actions you can take depend on these indicators. Some of the modes
and status indicators you will encounter are indicated below.

MENU: Select from the menu the part of the program to be used.
READY: Enter or correct data under control of input macro, or any

LOTUS action (you can go to any part of the worksheet using the
F5 key from this mode).

CMD: The program is being controlled by a macro. Usually this will
mean you being controlled by the FLOWS menu program - but not
always.

CALC: You have made entries since the worksheet was calculated. You

need to use SAVE from the FLOWS input menu or go to the last
worksheet in any one of the three sections (1.I., 2.A. or 3.E.)
and press [ENTER].

Note: If you find yourself outside of the menu controlled program, you can
return to the main FLOWS menu by pressing [CONTROL] and [BREAK]
simultaneously and then pressing [ALT] and [M] simultaneously.

6.7 The first logical choice from this menu would be Flows. This will
Tocate you in Section 1 for the input of the base year data. Press
[F] to make this choice. Worksheet 1.A. will appear on the screen
and the cursor will be located at base year milk sales. Each cell
capable of accepting an entry can be accessed by pressing the right
arrow key. Type the entry, press the right arrow key, and the cursor
will move to the next unprotected cell (cell in which data can be
entered) on that Tine. When all the unprotected cells on that line
in section 1.A. have been accessed, the cursor will move to the left
cell in the next line. If no entries are to be made in changes in
accounts receivable/payable, adjustments to base year, or planned
year deviations, the down arrow key can be used to reach the next
Tine. If no entry is made in a cell, use arrow keys to move to other
cells. Use of the ENTER key should only be made when there is an
entry in the cell. If the return key is used and no entry is made in
a cell, the macro will move you from that worksheet to the next
worksheet. If the right arrow key is used for data entry, each
unprotected cell will be accessed in order and when all cells have
the data (or lack of data) entered, the cursor will move to the first
cell of the worksheet (Worksheet 1.A. Base Year Milk Sales). At this
point, make no entry and press [ENTER]. Worksheet 1.A. will be
exited and Worksheet 1.B. (Livestock Data) will appear on the screen.
This is a small worksheet, and again, by using only the right arrow
key for data entry, all cells capable of receiving data will be
accessed. When all are entered, the cursor will return to the first
unprotected ceil of the worksheet. Make no entry and press [ENTER].

Worksheet 1.C. Crop Data, will appear on the screen. [ENTER] may be
pressed at any time after all the data are entered to access the next



6.8

6.9

6.10

62

worksheet. Using the right arrow key until the cursor returns o the
first unprotected cell of the worksheet insures that all cells are
touched that can receive an entry. If you know that all the data for
a worksheet has been entered, you can move to a cell which will
receive no entry and press [ENTER]. You will go immediately to the
next worksheet.

A1l of the worksheets (1.A. through 1.1) of Section I can be reached
in this manner. Worksheets 1.G., 1.H. and 1.I. are not erased by the
macro. They are expected price changes, relative cost factors and
feed use factors for different levels of milk production. These
items should be examined by the operator and changed if more accurate
information is available. When the data are entered for Worksheet
1.1. and [ENTER] is pressed, the spreadsheet will calculate. The
mode indicator in the upper right corner of the screen will flash a
"wait" signal while the calculations are taking place. When the
calculations are finished, the main menu will appear again.

CAPACITY is the next choice listed after FLOWS in the menu. This
corresponds to Section 2 of the worksheets. It is.only one screen
and data are entered as in Section 1. When all data are entered and
[ENTER] is pressed, the spreadsheet calculates again and you will be
returned to the menu.

Menu entry DEBTS corresponds to Section 3 of the worksheets and
completes all data entry possible. When Worksheet 3.E. is completed,
the spreadsheet calculates and you are returned to the main menu. At
this time, it might be wise to scan through the worksheets again to
make sure all the data are entered correctly. The three sections can
be accessed through the menu as they were for data entry.

If an entry was mistakenly made in a cell that should have no entry,
you have three alternatives:

1. If the computer expects a number, place the cursor on the cell,
enter a zero and press [ENTER].

2. If the computer expects words (a label), place the cursor on the
cell, press the space bar and press [ENTER].

3. If you want nothing to appear in the cell, it must be erased.

a) Press [CONTROL] and [BREAK] simultaneously until the mode
indicator (upper right hand corner of screen) says READY.

b) Move cursor to the cell (or one of the cells) to be erased.

c) Press [/RE], or press [/], move cursor to RANGE, press
[ENTER], move cursor to ERASE, press [ENTER].

d) If more than one cell is to be erased, expand the highlighted
area by using the arrow keys. Press [ENTER]. The entire
highlighted area will be erased.
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6.11 An inappropriate entry during the data input process can cause the
model to react in undesirable ways. Some of these are that the
system displays the ready mode, headings from another worksheet
remain on the screen or the cursor will not move to cells desired.
The first step is to disengage the macro controlling data input.
Pressing [CONTROL] and [BREAK] simultaneously will disengage this,
or any, macro. If double headings appear, the Worksheet Titles
command is in effect (this is used in the macros). To clear the
screen, press {/] (slash), [W] (worksheet), [T] (titles), [C]
(clear). To continue with regular program use activate the menu
macro again by pressing [ALT] and [M] simultaneously. The menu
will appear. Select the section of the worksheet you want to
access: FLOWS = Section 1, CAPACITY = Section 2, DEBTS = Section 3.

Once the section is accessed, press [ENTER] until the worksheet
desired appears.

6.12 Once the data are entered for all the sections required for the
analyses to be conducted, it is advisable to review the output on
the screen before printing the output. The output can be accessed
directly by selecting RESULTS on the main FLOWS menu and then

selecting the part of the results you want to look at from the sub-
menu. -

A1l of the above output forms, except the financial analysis chart,
follow each other (in the order listed on the sub-menu} on the computer
Tisting. Thus, you can look at most of the output by using the up and down
cursor keys or the page up or page down keys after moving to one form.

After you have reviewed the results, press [ENTER] to return to the
main FLOWS menu. If the results are not acceptable select FLOWS, CAPACITY
or DEBTS to make the changes desired in the input. Repeat the process
described above until acceptable results are obtained.

6.13  When all the data are entered correctly and acceptable results are
obtained, save the data by pressing [S], when the menu is visible.
This subroutine will calculate the spreadsheet again and save the
spreadsheet on your disk. This operation takes several minutes.

6.14  When you are ready to print the results, press [P] (when the menu is
visible) and you will be moved to print sub-menu. There are six
choices on this menu, listed on the top line. The second line
gives a description of the selections highlighted on the top line.
The first three choices are for the type of printer to which your
computer is connected. Pressing [0], [E] or [L] will print the
desired output designated on Worksheet 0. If another type of
printer other than the three listed, (Okidata, Epson or IBM or HP
LaserJet) is being used, pressing [A] (another) will provide
instructions for doing so. Pressing [M] (main menu) will return
you to the main FLOWS menu. Pressing [Q] (quit) will exit the menu
controlled program and return you to the LOTUS ready mode.

6.15 Once the current analysis is completed and printed, you select NEXT
from the main FLOWS menu.
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1. If you now want to do a different analysis for the same farm, for
example switch from analyzing next year to conducting an analysis
of an average future year, you select REVISION. This will take

you to Worksheet O to indicate the type of analysis to be
conducted.

2. If you want to start the analysis of a new farm situation, select
NEW. This will take you to the very beginning of the program so
that you can erase the data for the current problem before
starting. Now would be a good time to remove the disk with the
saved data for the farm just analyzed and replace with a
formatted disk, on which the program has been copied, for saving
the new situation. Note: If the program has not been saved on
the new disk; a) select QUIT from the menu, b) press [/FS], c)

press [ALT] and [M] simultaneously, and d) select NEXT followed
by NEW from the menu.

3. If you want to exit the FLOWS control program (macro), select
QUIT. This will allow you to use all regular LOTUS commands.

4., 1I1f you are through using FLOWS and LOTUS, select EXIT. This
should be used when you have completed your analysis, are
quitting for the day or the computer will be used for other
purposes before you return to your analysis.

6.16 The program can be operated without using the menu and normal input
macro which automatically moves the cursor to the next cell
(officially referred to as a range input controlled macro) as
described above. 1t is recommended, however, that at least
Worksheet 0 be completed before disengaging the macro. This will
insure that the data are erased {if a new analysis is being
initiated) and that certain information is being copied to other
parts of the spreadsheet correctly. As mentioned before, this, and
any, macro can be disengaged by pressing [CONTROL] and [BREAK]
simultaneously. After exiting from the macro, input and use of the
program can be controlled by normal LOTUS commands.

7.0 Flows Macros

If you are familiar with LOTUS and prefer not to use the menu command
structure, all of the macros to perform tasks such as saving, printing and
erasing can be invoked without the macro menu being engaged. These macros
should be invoked only when the mode indicator reads READY. If a macro is
in effect (mode indicator says something other than Ready), CONTROL and
BREAK will put you in the ready mode. When you wish to view the HELP
screens, and a macro is in effect, always press CONTROL and BREAK before
pressing ALT and H. The macros used are:

ALT 0 This macro returns you to the cover screen

This is the same as ALT 0 (zero), which is automatically executed
when the Flows file is retrieved. If the ALT 0 (zero)} macro is



ALT E
ALT H
ALT S
ALT P
ALT R
ALT L
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disengaged and you wish to execute it again, it can be invoked by
pressing [ALT] and [0] (capital or lower case) at the same time.

Erases all existing data from previous analyses.

Accesses the HELP screens.

Calculates and saves the spreadsheet.

Prints data indicated in Worksheet 0, on an Okidata printer.
Prints on IBM or Epson printer.

Prints on Hewlett Packard LaserJet printer.

There are several other macros in the program, but they are

integrated into the major print macros listed above. Their use is governed
by thg entries made in Worksheet O where the selection of type of analysis
is made.

8.0 Using LOTUS 123

8.1

8.2

8.3

8.4

8.5

8.6

If you are not familiar with LOTUS 123, the following commands and
functions will help you operate the model.

LOTUS consists of 254 columns and 2,048 rows, or a total of 520,192
cells. Twenty rows and usually seven columns are visible on the
screen at one time. Since the column widths can be adjusted to the
needs of the model, this can vary.

Three types of entries can be made in any cell; a value (number), a
formula, or a label (text). This model uses all three types of
entries, but as a user you will be concerned mainly with numbers.

You will create labels only on Worksheet O where you will enter the
farm owner{s) name, address and the years covered by the cash flow,
and on the debt worksheets where you enter lender names. The rest of
th$ work in completing the program will be entirely numbers or
values.

Data are entered in a cell by placing the cursor on the cell and
typing the desired entry. At the top of the screen, the cell address
is displayed, and as you type an entry, the entry will appear below
the address. When you press return (or enter), the data will be
entered in the cell.

Movement of the cursor (the cursor is the highlighted cell on the
screen) is accomplished by using the arrow keys located at the right
side of the keyboard. Pressing an arrow key moves the cursor one
cell in the direction of the arrow. Holding the key down moves the
cursor an indefinite number of celis.

In addition, there are three other keys which will move the cursor.
THOME] will move the cursor from any cell in the spreadsheet to the
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beginning of the spreadsheet, or cell Al. [PAGE UP] or [PAGE DOWN]
will move the cursor 20 rows vertically.

8.7 If a typing error or the wrong entry is made, it can be corrected
before it is entered in the cell (return is pressed), by using the
backspace key. Pressing the backspace key will erase the character
to the left of the pointer. If incorrect data have been entered in
the cell, the error can be corrected by placing the cursor on the
cell and typing the correct entry and pressing [ENTER].

8.8 Function Keys

Sections 8.8 through 8.14 are for those who prefer to use reguilar
LOTUS commands rather than the menu structure.

There are 10 function keys located on the keyboard. They are located
either in two vertical rows at the left side of the keyboard, or in a
single horizontal row at the top of the keyboard. They are designated Fl
through F10. These keys can not be used while the FLOWS menu is being
used. Press [CONTROL] and [BREAK] simultaneously or select NEXT and QUIT
from the menu before attempting to use them. You will be concerned with
only four of these keys when operating this model.

F1. This is the help key. Pressing this key gains access to the help
menu. Instructions (are given) on how to use the help menu will
appear on the screen.

F2. This is the edit key, when it is pressed, the spreadsheet goes into
the edit mode. The contents of the cell on which the cursor is
located can be changed one, or more, characters at a time. The
pointer will be located at the end of the entry and can be moved to
any position by using the left or right arrow keys. The HOME key
will move the pointer to the beginning of the entry. Characters can
be added to the entry by placing the pointer to the right of the
desired additions and typing the character. Characters can be
removed by either the backspace key or the delete key. The backspace
key will remove the character to the left of the pointer and the
delete key will remove the character directly above the pointer.
Pressing [ENTER] restores you to the ready (normal pesitien) mode.

F5. There is another way to move rapidly around the spreadsheet. It is
the G0 TO function. By pressing [F5], [A CELL ADDRESS OR CELL NAME],
and [ENTER], you will immediately move the cursor to that address.
Fach worksheet has a cell address at the top of it that indicates the
location of the spreadsheet which corresponds to it. This is the
upper Teft hand cell address of the worksheet. By pressing [F5],
[THE ADDRESS], and [ENTER], you can move to that area. You can also
move to a worksheet by pressing [F5], [THE WORKSHEET NUMBER],
[ENTER]. The worksheet number for Worksheet 0O (zero) is WSO (zero).

FS. This key calculates the spreadsheet. The flows model is in the manual
calculation mode since it takes some time to calculate. If it were
in the automatic mode, the entire spreadsheet would calculate each
time an entry was made. In the manual mode, the spreadsheet will
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calculate only when it is ordered to. A1l entries can be made in the
model before it is necessary to calculate, but it can be done at any
time by pressing [F9]. You will spend less time waiting for the
model to calculate if you make all entries for a section before
calculating.

8.9 Commands

8.10

8.11

8.12

8.13

Many of the operations in the flows model are executed by commands.
To gain access to the command menu, press slash [/]. The command
menu will appear at the top of the screen. The top 1ine will display
the options available, and the second line will display the sub-
options available under the option highlighted in the first row. The
options can be selected by two methods. The cursor can be moved to
the selection and the [ENTER] key pressed, or the first letter
(initial) of the option can be typed. The second method is much
faster, but there is a greater chance of making an error. If an
error is made, or you change your mind, pressing the [ESC] key will
return you to the previous position. Repeated pressing of the escape
key will return you to the ready mode.

File Save. This command will be used if you wish to save the data
you have entered before you complete entering all of the data and the
running of the model is compieted. If you must leave the computer,
it is always a good idea to save your data. It is also wise to save
the data periodically, even if you are working at the computer. The
simple command to save the data is: [/FS], [ENTER], [R] (replace}.
The [/] accesses the command menu; [F] selects the file option; [S]
selects the save option; [ENTER] verifies the name of the file to
save {which is flows)}; [R] instructs the computer to replace the data
already existing on the file with the data you have entered.

Quit. This is used to exit the LOTUS spreadsheets and should be
executed when you are stopping work for a period of time. The
commands are: [/QY]. [/] accesses the command menu; [Q] selects the
quit option; and [Y] (yes) verifies your intent to quit. The main
LOTUS menu will appear on the screen. Press [EY]. [E] selects the
exit option and [Y] verifies your intent to exit the LOTUS system.

Titles. One other command will be useful while operating the model,
the titles option. This enables you to keep either horizontal titles
or vertical titles, or both, visible on the screen. Since some of
the screens are larger than can be viewed on the monitor, it is
helpful to be able to see the headings while entering data. To use
the command, place the cursor to the right of vertical titles you
want to be able to view at all times, and below the horizontal
titles. Press [/WTB]. If you want only horizontal titles, press
[/WTH]. Only vertical, [/WTV]. Before you move to another screen,
be sure to clear this command by pressing [/WTC].

Range Erase. Another command which may be useful, but should be used
with caution, is the Range Erase command. If an entry is made
incorrectly, or in the wrong cell, the entry can be erased by
pressing [/RE], entering the range to erase, [ERTER]. The range can
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be one cell or up to the entire spreadsheet. The range can be
designated by placing the cursor at the beginning of the range to be
erased (or one cell) and expanding to the desired range by using the
arrow keys. The range to be erased will be highlighted. Another
method of defining the range is to type in the range when the screen
asks for the "range to erase". The address of the cursor will be
named when this appears, but any range can be entered. The range
should be designated by the address of the upper left cell, two
periods, and the address of the lower right cell. For example;
A10..C20. When return is pressed, all cell contents between and
including these cells, will be erased.

9.0 Making Backup Copies of the Disk

Backup copies of all the disks should be made. This can be done
using DOS by following the procedure for copying disks. If you are working
on several analyses, and wish to save the data on disks, a copy of flows
should be prepared for each separate analysis. Once a hard copy of the
completed analysis is made, the data on flows can be erased by invoking the
[ALT E] macro.

If a hard copy of the input is not made, the information necessary
for a complete analysis can be kept on the flows disk by maintaining a

separate disk for each situation. Each disk should be labeled to avoid
confusion.

9.1 Copies can also be made while using LOTUS. Retrieve flows. Remove
the disk and replace with a formatted blank disk. Press [/FS],
[ENTER].

10.0 Making a New Copy of Flows from Hard Disk

Flows should be loaded onto the hard disk of your computer, if you
have one. 1If, for some reason, you damage the flows disk and need to make
a new copy from the hard disk, this is the procedure to follow.

10.1 Retrieve the flows file from the hard disk by entering [/FR],
[C:FLOWS], [ENTER].

10.3 Insert a formatted disk in drive A and press [/FS A:FLOWS], [ENTER].
It will take several minutes to save.
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EXAMPLE OUTPUT
CLEMENTS FARM

Next {or Transition) Year

The following pages present an example of the printouts generated by
the FLOWS Model. The printouts are for the Clements Farm situation for
which data were entered on the example input sheets in the first section of
this publication where the input is discussed. Pages 70 to 80 are a
printout of the data input for Sections 1 and 3. The initial problem
analyzed for the Clements was a cash flow analysis for the coming year.
Pages 81 to 85 present the output from this analysis.

The Clement’s also needed an analysis of the long-run financial

feasibility of their proposed investment. The discussion of this analysis
starts on page 86.



70
ANNURL CASH FLOW
ant
REFAYMENT ARBILITY MODEL
beveloped by
Eddy L. LaDue arnd David B. Cook
Department of Agricultural Economics
' Corrnell University

Programmed by

bPavid B. Cook
(Versiorm 2.1

Copyright 198&, Eddy L. LaDue and David BE. Cock

Prepared for
Clyde & Clint Clements
Clemerts Road
Chagrin
N. Y. 9399329
FProejection for the Year 1988
Based or the records of 1987

Aralysis Identification Expand to 150 cows

Prepared by I.D. Cornsultant
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Prepared for Clyde b Ciint Clewents 1988
Worksheet 1A. Base Year Flows
Change in Adjustments Plarmed Year
Bate Year  RAccounts tc Base Year Deviations
liem Value Rec/Pay $ i $ L3
Income:
Wilk Sales - 193351
falf Sales 3524
Cattle Sales 12158
Erop Sales
thher Farm Repts 3000
Non Fare Income
fmount of dairy cattle sales
resulting from reduction
in herd size during base year.......eeeee
Ircrease in raised cattle sales from
reduced rate of incresse in herd
size in planned YEAr wiisirsisrarsiiaanns
Expences:
t.abor 28707 -9441
Feed, Concentrate 56530 -4560
Feed, Forage 2820
Breeding Fees 4184 -20
Veterinary-Medicine 8861
Replacesent Lvstk 1629
Dther Lvstk Exp B3z 2000
Machine Repair 3491 000
fito Expense 833
Fuel & 0il 2106
Machine Hire 869
Lime & Fertilizer 8858 1000
Seeds & Plants 337
Chemicals & Sprays 270k
Other Crop Exp 449
Rent 3912
Lard & Bidg Repair 3985
Insurance 2760
Taxes 3688
Electricity 2612 .
Other ttilities 422
Market ing 11500
Hisre) lareous 1358
Family Living Exp 15000 9000
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Prepared for Clyde & Clint Clewents 1988
Worksheet 1B, Livestock Data

Planned Year Livestock Imventory Data

Nuwber Value Number
Jaruary 1 Jamuary 1 Decesber 31
Cows 102 #9250 150
Heifers {Bred) 26 13000 38
Heifers (Dpem) 21 9000 Fard
falves (Under Gmos.) 15 4000 &
Base Year Plarmed Year
Kumber of Cows (average) 102 126
Bred Heifers {average) &b 32
Open Heifers {average! 20 23
Calves under € months (average) i6 21
Pounds of Milk Sold 150495
Per cent Change in Production per Low 1,00
Per rert Change in Feed Use per Low 2.00
Change in Milk Prices -0.75

Per Cwt Marketing Charge (fssesseert) 0.49 0,39
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Prepared for Clyde § Clirt Clements 1988

Worksheet IC. Crop Data

End of

Crop Acres Crop Yields Plarmed Year
Crop Base Year Planned Year Base Year Planned Year Price/unit
Corn Silage {Toms) B0 105 1.0 18.3 20. 00
Corn Brain (bu)
High Moisture Corn
Hay - dry (tons) 94 105 2.1 2.8 80. 00
Hay Crop Silage (T) 63 72 4.8 6.3 27.00
Dats (bu)
Wheat {bu)

Dther Brain (bu)
Other Forage (T)
Nor: Feett Crop

Worksheet 1D, Base Year Crop Use

Base Year Bace Year Base Year Base Year Plarmed YearPlarmmed Year

Beginning Ending  Begimning Erding
Crop Imventory  Purchases Sales Inventory Inventory Inventory
Concentrates:
Beginning Plnd Yr Invertories same as End Base Yr.......15Yes....... 1
Ending Plnd Yr Inventories same as End Base Yr..........li=Yes, 2=Not Preset.....
Eorn Brain (hu)
Price/bt
¥ Corn {t)
Price/ton
flats {bu)
Price/bu
Wheat (bu)
Price/bu
Bther Brain {bw)
Price/bu
Purchased Concnis
$ Value 885 1135 1300
Forage:
Beginning Pind Yr Inventories same as End Base Yr....... 1=Yes. . ianee i
Ending Plrd Yr Invertories same as End Base Yr..... srese 15¥e5, 2Not Preset.....
Hay () o6 &7 i85 200
Price/ton 70.00 60.00 £5, 00 60,00
Haycrop Silage (1) 33 187 225
Price/ton 27.00 27.00 27.00
Corn Silage (t) 558 e 1200
Price/ton 20, 00 20.00 20.00
Other Forage (%)
Price/ton

Non Feed Crop $
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Prepared for Clyde £ Clint Clesents 1588

Workeheet 1E. Planned Year Crop Purchases and Sales

Volume of Price per Voluse of Price per Excess Prod Used as:
Crop Purchases  Unit Sales Unit  Feed=0,Sales=1

Concentrates:

Corn Brain (bu)

¥ Corn () '
Oats {hu}

Wheat (bu}

Other Brain {bu)
Foragest

Hay {t}

Hay Crop Silape {t)
Corn Silage (i) 100 20,00
Dther Forage {t)
Non Feed Crop
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Worksheet 1F. Farm Invernteries

Jaruary 1 Planned YearPlarmed Year Plrnd Yv

Plarmed Year Sales Investmert Depreciation
Ltand  T1zesoo T TTTTTTT 3so00
Buildirps B3SO0 ESCO0 6702
Livestock 115250 48250
Machirnery BO400 25000 4250
Lost Capital (Per cent loss on new buildivmg investment). 40

EBase Year Chanpge in Inverntory

¢ Chanpge
Machirnery FParts 0
Fuel & 0il 100
Breeding Supplies 100
Veterinary Supplies S00
Other Lvstk Supplies 0]
Fertilizer & Lime 400
Seeds & Flants 200
Ehemicals & Sprays O

Other Crop Supplies 8]
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Prepared for Clyde & Clint Clements 19868

Worksheet 16. Expected Price Changes Betweern BRase And Plarmed Year

e o e M st TP T P e e e S A L i Bt . TS B $T $1mi PP 08 PR PR P S e e ko A S LS L . . o o kW) Tt e Al P R S e i S R L S P - b TR e S e s i e e e e

% Charnge % Chanpe
Calf Prices 0 Chemicals & Sprays 1
Cull Cow Prices 0 Other Crop Exp O
Other Farm Rcopts 4] Machine Hire O
Non—Farm Income O Rent O
Labor 3 Larnd & Rlidp Repairs =
Feed, Corcertrate by Insurarnce -1
Feed, Forapge O Taxes 1
Breeding Fees O Electricity O
Vet—-Medicine & Other Utilities O
Replacement Lvstk o Marketing 0
Other Lvstk Exp Q Miscellanecus Q
Machine Repair G Milk Cows -1
Auto Exp 0 Dairy Yourgstoock Q
Fuel & 0il 3 Farm Real Estate O
Fertilizer & Lime Q Used Machirnery Q
Seeds & Plants O Family Living Exp <
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Prepared for Clyde & Llirt Clewents 1558

Worksheet IH, Relative Cost Factors (Corn Braim = 1L.O)
Machine Fuel ¢ Fertilizer GSeeds §  Chewicals Dther Crop
Crop Repair 0il t Lime Plarts i Sprays  Expense
Lorn Brain Lo i.0 1.0 1.0 i.0 1.0
Corn Silage 1.4 i.5 1.0 0.9 1.0 0.5
Hay : 0.9 0.9 0.3 1.3 0.1 1.1
Haycrop Silage 0.9 1.0 0.3 1.2 0.1 0.5
Wheat 0.9 1.0 0.6 0.8 0.1 0.7
Dats 0.9 1.0 0.6 0.8 0.4 0.7
Other Forane 1.1 i.2 0.5 1.2 0.4 0.7
Dther Brain 0.9 1.0 0.7 0.9 0.4 0.8
NorFeed Crop 1.0 1,0 1.0 1.0 1,0 1.0
1 Cow and
Normzl Repacement i.8 1.3
Worksheet 11, FEED USE FACTORS (i Dairy Cow = 1.0
Production per Cow Per Year (lbs.)

Type of Less than 13000 13000 - 18000 fiver 18000

Animal Corcentrate  Forage Corcentrate  Forape Concentrate  Forage
Com 1,60 1.00 1,00 1.00 1.6 1,00
Bred Heifer 0. 11 0.56 0.09 0.58 0.07 0,80
Dpen Heifer 0.05 0. 31 0.03 0,33 0.02 0.34
Lalves (under 6 mos) 0,45 0.07 0.3 0,47 0.29 0.08
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Prepared for Clyde & Clint Clesenis

Worksheet 3R Existing Debt and Accourt Payable Information

1988

fmourt  No, of  Month  Stock Requirement Original Momth
Balance Interest of Pywts  of last Ters Paid
Lender 1/1/PInd Yr Rate Paysent  per Yr Paymert  fmount  Percent (Years) in Full
FaHA _ 27625 11.00 341,05 12 12 20 6
ficc/Pay ’ 440 &
Worksheet 3B, Milk Check Assigrments
Ressign— Type: % Bal Btock Original Menth
ment MWMC=1  Balance Interest to Scheduled Reguirenent TJerm  Paid in
Lender fmourt  $/Cwt=2 1/1/Plnd Yr Rate Principal Payment  Amsount Perrent (Years) Full
Barik 16.00 1 110498 11,00 100 20 6

Muitiple loams A

Wultiple Loans B
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Prepared for Clyde ¢ Clint Clewents 1988
Worksheet 3C. New Debt Information
No. of Stock Requirement  Month

fmourt  Interest Tern Pywts  Month Paid in
Lender Borrowed  Rate (Years)  per Yr Borrowed fmourt  Percent Full
Bank 120000 10,00 7 i2 6
Worksheet 30, New Milk Check Besigreents

Rssign- Type: % Bal Stock Reguirement

memt *MC=1 Wonith fmount Interest to Scheduled _ Tern
Lender fmourt  $/owt=2 Borrowed Borrowed Rate  Principal  Payment fAmount Percent {Yeare)
Bank 10,00 1 6 185000 11,00 100 20

Multiple Loans A

Multiple Loans B
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Prepared for Clyde & Clint Clements 1988

Worksheet 3E. Additional Investment Data

Flarmed Year Market Value

Jarn 1 Dec 31
Checking and Savimgs Receunt 19000
Marketable Bonds & Securities
Supplies Inverntory 3500 SS00
Accounts Receivable 17000 25000

Estimated Value of Operator and Family
Labor armd Maragemert...cocerneenaa S0000



Frepared for Clyde &

ESTIMATED

Bl

€lirnt Clements

CAEH FLOWS FOR

13858

Bace Year
Adj Rccocrual

Iricome:

Milk Sales

Ealf Sales
Cattle Sales
Crop Sales

Other Farm Rcopts
Norm Farm Income

Toctal Farm Income
Total Incoame

Experises:

Labor

Feed, Concerntrate
Feed, Forage
Breeding Fees
Veterinary—-Medicine
Replacement Lvstk
Other Lvstk Exp
Machivne Repair
Auto Expernse

Fuel & 0il

Machirne Hire

Lime & Fertilizer
Seeds & Plarts
Chemicals & Sprays
Other Crop Exp
Rent

Land & Rldg Repair
Irsurarnce

Taxes

Electricity

Other Utilities
Marketirg
Miscellarecus
Family Living Exp

Total Farm Experses
Total Farm & Livirg Exp.

TOTAL INCOME

TOTAL EXFENSES

NET INCOME

CARPITAL SALES

FAMILY L IVING EXPENSE

RVAILAEBLE FOR DEEBT PAYMENTS
AND INVESTMENT

132351
3584
12158
4189

28707
=S1720
2820
4084
8361
1629
83e&
9431
833
2006
8&9
3458
3237
2554
445
331e
3585
2760
3688
cela
438
11500
1358
15000
14427
17323427

213222
164427
48735

S27152
4353

15013

10328
zOtE
12330
15281

833
=517

Be3
11777
808
3307

524
291z
et S
38z0
5055
3259

ozl
11449
1612

4000

213175

2438524
195175
S4347
&

ZH 000

e

30349
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Prepared for Clyde & Clint Clements

1988 DERT REPAYMENT AERILITY

Cash Farm Income
Cash Farm Expenses

Net Farm Income. cceseewnnans
Capital Asset Sales ...crvvannns
Netrn Farm Income. s s sssnaasnssnne
Family LiviVD ssscenscancacansans

Available for Debt Payments
Furnds to be Borraowed.....-..
Scheduled Debt Fayments for.
Additicnal Debt Paymernts....
Irvestmernts.sssneraevrecsnreans
Excess Repayment Ability....

243524
188175

= ® @ E e s WK EEaSsEBN

" e s E S e F LN TN aAan

" ®# 4 A A AR EBE S EENRE

ard Investment.

1988 ..

¥ A m x5 & m e uPaEee

"

wnsplus
.. plus
e LTS

eeeplus
s MALVILS
saMinus
- e Mirnus

LI I A

1988

S4 349
Q
O
24000

30349
SOS000
35714
132621
174250
—-8237



83

Prepared for Clyde & Clint Clemerts

MARKET VALUE BALANCE SHEET

ASSETS

Larid.s e ceaaassevanssasansnmncennns
BuildiviDS.ssearescusmrrnncannnes
Machivery arnd Equipmert.........
Livestock:
o
Heifers (Bred).sesvsavserenes
Heifers (OpEr).iccessancacunse
Calves (Urder & MOS).iinseones
Feed and Supplies.ccvrvasnsnsnaa
Accournts Recerivable..ccecccanena
Cash and Bark Accourts. s eeeneeen
Marketable Bonds and Securities
Farm Credit StocKk.i v e e ceenansns

TOTAL ASSETS. s e caaaunnnsnas

LIREBILITIES

Lorig TermMe ss e eeanscannsnnnnneasa

Intermediate Term..cavereranenacas
Currernt Debt amd RAccounts Payable.

TOTAL LIARILITIES. . seccannnuans

NET WORTH. ... coveernvomnenanuans

PER CENT EOUITY. s e i i v nnsnnanans

Jaruary 1
1388
T T 1zES00
82500

BO400

a3z50
13000
3000
HO00
32814
17000
19Q00
C

0

LT44EL

138123

233201

70. 80

1388

Pecember 31
13988

T T iezEs00
115738
101150

129938
13000
10714
10667
48875
25000
10763

Q0
(o]

E34405

183730
113922
0
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Frepared for Clyde & Clint Clements

1988 INCOME STRATEMENT

Reverue:
Milk SaleSisvenrvacarannnonnas
Dairy Livestock
Cash SaleS.ccccrasssssnness
Livestock Inverntory Change.
Feed arnd Crops
Cash SalEeSceesasansnvsnsana
Change in Inverntory.....oo..
Other Farm ReceiptS.iccacaerrne
Change inm Accournts Receivable.

Grouss Receipts.cccereenncnnnns

Expernses:
Cazh Operating Expernses (less
purchased livestoohk)eu.a..
Livestcaok Furchases
Replacemerit®. ccceevavasnanas
Irnvestmernts. s veeeeenrasvnunas
Feed Purchased. . sececaeansanass
Charige irn Supplies Inventory..
Depreciation:
Machirery and Egquipment....
lLarmd ard BuildiviOS.eesessava

feed

LR )

L3

u

TOTAL EXFENSE (Excluding Interest).
INCOME FROM FARM OPERATIONG. .. ....-
Interest ExperiS@eceascessernsesuuvnaas
NET FARM INCOME. .. .scusmnssvansassnannuna
NET FARM INCOME (Including &ll asset
value change). .o

L B ]

- W o ow

+/ -

+ /-

+/=

1388

O
140861
3000
8000
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FINANCIAL ANALYSIS

Jarmuary 1 December Zi

1388 1988

Liquidity (Repaywent)»:
Beheduled Debt Fayments per Cow ——— 321
Available for Debt Service per Cow —— 241
Cash Flow Coverane Ratio —_———- 0. 83
Debt Payments as a Percent of Milk Sales —— 16
Debt per Cow 1358 1385
Sclverncy:
Leverage Ratic 0. 41 ©.88
Fercent Equity 71 53
Debt to Asset Ratic (%)

Current and Intermediate Q.2 32. 0

Long Term 65. 8 €6. 0
FPrafitability:
Fercent Rate of Return on Eguity - 1.2
Fercent Rate of Returrmn on Irvestment ——— 4.3
Efficierncy (Capital):
Capital Turrover (Years) —— 1.7
Real Estate Irnvestment per Cow 20m9 1855
Machirnery Investment per Cow 788 E74
Total Farm Rssets per Cow H4ESE L4223

05T CONTROL

Feed Bought per Cow T8z bt

Fer Cert Feed is of Milk Receipts 31
Machinery Cost per Cow o ——
Feed and Crop Expense per Cwt. of Milk 4. 96 4

T
oG~
w~na
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Average Future Year

After completing the cash flow analysis for 1988, an analysis of the
change (expansion), based on the cash flows for an average future year, was
evaluated. To change to sustainable debt repayment ability from the
analysis being conducted, NEXT and REVISION were selected from the flows
menu to move to Worksheet 0. Worksheet 0 was modified by (1) changing the
planned year from 1988 to "average future" (abbreviated "Avg. Future" to
fit in the space allowed), (2) placing a 1 after Sustainable Debt Repayment
Ability, and (3) changing the 1 to a 0 after Proforma Balance Sheet and
Income Statement. Then, the Section 1 input was modified for an average
future year (using the information shown on page 87) and Section 2 was
completed as shown on page 24.

The following pages present the Worksheets of input that were changed
for the sustainable repayment ability calculations (other input are the
same as shown for the coming year, 1988, analysis). Pages 92 and 93 are
the printout for the sustainable repayment ability analysis.
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Cash Flow Information

Expectations for an average future year are slightly different from
1988 because 1988 is a transition year. Items that will differ are:

) 1988 Average
Item Value Future Year
Machinery Repair $+ 4,000 $+ 0
Labor Expanse - 9,441 -12,588
Family Living Expenses 24,000 21,000

(enter as deviation for Clint) 9,000 6,000
# Bred Heifers (end of year) 38 43
# Cows (average for year) 126 150
# Heifers (average for year):

Bred 32 43

Open 23 25

Calves 27 40

Note: Beginning of year number and value of Tivestock should be left as
(entered as) end of base year (beginning of planned year) values. However,
end of planned year values should reflect end of year values for the
average future year.

Production Increase (%) 1 4
Feed Consumption Increase (%) 2 5
Change in Milk Price -.75 -1.00
Assessment (marketing charge) .02 (.39) 0 (.37)

Beginning Planned Year Inventories:
Beginning Planned Year Same as

Beginning Base Year - Concentrates 1 0
Purchased Concentrates 1,135 1,300
Beginning Planned Year Same as

Beginning Base Year - Forage 1 0
Dry Hay 186 200
Hay Crop Silage 187 225
Corn Silage 552 1,200

Feed Concentraie Price + 2 +10

Sustainable Repayment Capacity Information

1. Historical machinery replacement has been around 15 percent of current
machinery inventory. In the future it will be 25 percent.

2. The bank loan can be refinanced or reborrowed to purchase replacement
machinery at 10 percent interest for seven years.
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Prepared for Clyde & C[lint Clewents fivg, Future
Worksheet 1R, Base Year Flows
Change in Ad justments Plarmed Year
Base Year  Accountc to Base Year Deviations
Iten Value Rec/Pay $ X $ ]
Income:
Milk Sales 193351
Calf Sales 3524
Eattle Sales 12158
Crop Sales
Other Fars Ropts 3000
Non Fars Income '
fmount of dairy cattle sales
resulting from reduction
in herd size during base year.s.cirasanee
Ircrease in raised catile sales frowm
reduced rate of increase in herd
size in planned year...... sharsrrasaarnne
Expenses:
Labor 28707 -12588
Feed, Concentrate 56530 ~§560
Feed, Forage 2820
Breeding Fees 4184 =20
Veterinary-Medicine &85!
Replavement Lvstk 1625
Dther Lvstk Exp 832 2000
Machine Repair 9431 ]
futo Expense 833
Fuel & (il 2106
Machine Hire 869
Lime t Fertilizer 8868 1000
Seeds ¢ Plants 3437
Chemicals & Sprays 204
O4her Erop Exp 45
Rent 3812
Lard & Bldg Repair 3585
Insurance 2760
Taxes 3688
Electricity 2612
Dther Utilities 22
Marketing 11500
Miscellameous 1358
Family Living Exp 15000 BOOC
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Prepared for Clyde § Clint Clesents Rvg, Future
Worksheet 1B, Livestock Data

Planred Year Livestock Inventory Data

Number Valug Nusber
Jarwary 1 January 1 Depesber 31
LCows 102 89250 150
Heifers (Bred) 26 13000 3
Heifers (Dpen) 21 5000 25
Calves (Under fmos.) 15 4000 40
Base Year Planned Year
Nusber of Cows (average) 102 150
bred Heifers laverape) 26 43
Open Heifers {average) 20 25
Lalves under b momths (average) 16 ¥
Pounds of Milk Sold 1504915
Per cert Change in Production per Cow 4,00
Per rent Change in Feed Use per Cow 5.00
Ehange in Milk Prices -1.00

Per Cwt Marketing Charge (Assessmeent) 0.43 0.37
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Prepared for Clyde & Clint Clewerts fivg. Future

Worksheet 1D. Base Year Crop Use

Base Year Base Year Base Year Base Year FPlanmed YearPlanned Year

‘ Beginning Emling  Beginning Ending
frop ’ Inventory Purchases Sales Inventory Inventory Inventory
Concentrates:

Begirning Plpd Yr Inventories same as End Base Yr.......1=Yes....... 0
Erding Plnd Yr Inventories same as End Base Yri....eenoo1=¥es, 2=Not Preset.....
Corn Brain {bu)
Price/bu
H# Corn (t)
Price/ton
fats (bu)
Price/bu
Wheat (bu)
Price/bu
Dther Brain (bu)
Price/bu
Purchased Concnts
$ Value BAS 1135 1300 1300
Forage:
Beginning Pind Yr Inventories samse as End Base Yr....... i=Yes....... 0
Erding Pimd Yr Inventories came as End Base Yr..........1=Yes, 2=Not Preset.....
Hay (t} 56 47 186 200 200
Price/ton 70,00 B60. 00 63, 00 : £0.00
Haycrop Silage (t) 330 187 225 220
Pricefton 27.00 27.00 27.00
Corn Silage (t} 558 w2 1200 1200
Price/ton 20.00 20,00 £0.00
Other Forage (t)
Price/ton

Non Feed Crop
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Prepared for Clyde & Clint Clements Avao. Future

Worksheet 16. Expected Price Changes Betweer Base Ard Plarmed Year

% Ehange % Charge
Calf Prices Q Chemicals & Sprays 1
Cull Cow Prirces O Other Crop Exp 0
Dther Farm Ropts Q Machine Hire 8]
Non-Farm Income 0 Rert O
Labor 3 Land & Rldg Repairs =
Feed, Corcentrate 10 Insurance -1
Feed, Forage O Taxes 1
Breeding Fees 0 Electricity e
Vet—Medicine & Other Utilities G
Replacement Lwvstk o Marketing O
Other Lvstk Exp Q Miscellareous o]
Machime Repair ] Milk Cows -1
Ruto Exp O Dairy Yourgstock 0
Fuel & 0Oil 3 Farm Real Estate O
Fertilizer & Lime O Used Machinery 8]
Seeds & Plarmts Q Family Living Exp o
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Clyde & Clirnt Clemerts

ESTIMATED CASH FLOWS FOR

AVERAGE YERR

Avg. Future

Income:s

Milk Sales

Calf Sales
Cattle Sales
Croap Sales

Other Farm Repts
Nor: Farm Income

Total Farm Income
Total Irncome

Expenses:

Labor

Feed, Corncentrate
Feed, Forage
Breeding Fees
Veterinary-Medicirne
Replacement Lvstk
Bther Lvstk Exp
Machire Repair
Autc Expernse

Fuel & 0il

Machine Hire

Lime & Fertilizer
Seeds & Flants
Chemicals & Sprays
8ther Crop Exp
Rert

Larmd & Bildg Repair
Insurarce

Taxes

Electricity

Dther Wtilities
Marketirng
Miscellanecus
Family Living Exp

Total Farm Expens
Total Farm & Livi

TOTAL INCOME

TATAL EXPENSES

NET INCOME

CARITAL SALES

FRMILY LIVING EXPEN

AVRILAERLE FOR DEBRT
AND INVESTMENT

Base Yegar
fAdi Accrual

193351
3024
1z158
4189

Z00E

869

9468

2237

E554

443

3312

3585

2760

3688

Z612

11500

13258

15000

es 164427
g Exp. . 179427
c132ze

164457

48735

SE
FAYMENTS

Average Year
Cash Flow

272637
5182
17873
0

2000

O

2328753

16603
21291
3957
4805
1zz36
233k
14237
12519
B33
2EE4
BE3
11777
3808
3307
524
3912
5365
4221
5055
33995
&1
1ze42
1813
21000

2405893

238759
13569
732150
o
21000

58190
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Prepared for Clyde & Clirnt Clements Avg. Future

SUSTRINAELE DERT REPAYMENT AERILITY

Eash Farm Irncome 238755
Cash Farm Experises 219563
Net Farm Irncome 73130
Plus: Non Farm Income O
Mirus: Family Living 21000
Available for Debt Fayments and Investmert....::ce0000. =8130
Armual Machinery Investment...coceioennenvas 20100
Frincipal Refirnanced Rrmually... 120000
FPercent Repaid Each Year.i.ca:uveuas i
Amcount that carn be Reborrowed. . csereieeaaanans 12000
Cash Machirery Investment. ... i o s e scnnanannnannn 8100

Sustainable Debt Repaymernt Rbility..cvcivverranvannnans 0030
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