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Whole-Farm Reports 
 
 
The whole-farm reports summarize the financial performance of FBMA member farms in 2003.  
Each table includes the average of the 66 farms included in the report and the average of five 
equally divided brackets from the lowest to highest profits (based on Net Farm Income).  The 
Balance Sheets include only sole proprietors; partnerships and corporations are excluded because 
some debt is held outside of the business, causing potential misinterpretations of the average 
financial condition.  Appendix I provides detail on how the whole-farm measures are calculated.  
Below is a short summary of the whole farm reports. 
 
Farm Income Statement 
 
The Income Statement calculates the accrual Net Farm Income generated by the average farm for 
year 2003.  Net Farm Income represents the return to the operator’s and family’s unpaid labor, 
management, and equity capital (net worth).  It is the amount the farm contributed to owner 
family living, income taxes, and net worth growth.  However, it does not include any asset 
appreciation, debt forgiveness or asset repossessions.  The Inventory Changes and Depreciation 
and Other Capital Adjustments tables provide further detail on the non-cash adjustments made to 
calculate the accrual Net Farm Income. 
 
Profitability Measures 
 
The profitability measures are calculated based on both the cost value of assets and the market 
value.  When calculated based on the market value of assets, the profitability measures can be 
compared to interest rates and returns available on alternative investments.  When based on cost 
values, the returns more closely estimate the actual returns from the actual investment.  (Cost 
values do not necessarily reflect the tax basis of farm assets.  Instead, a method of calculating 
depreciation is used that estimates economic depreciation over the useful life of the assets). 
 
The Rate of Return on Assets (ROA) can be thought of as the interest rate earned by all 
investment in farm assets.  Rate of Return on Equity (ROE) is the rate earned on the operator’s 
equity or net worth in the farm business.  If ROE is higher than ROA, borrowed funds more than 
paid for their cost in interest expense.  Operating Profit Margin measures efficiency in farm 
operations.  The higher the margin, the more of the farm income remained in pockets of the farm 
operator.  Asset Turnover Rate measures efficiency in use of capital.  Again, the higher the 
better.  Farms with high investment in fixed assets will generally have a lower turnover rate than 
those who lease a major share of their capital. 
 
Liquidity Measures 
 
Liquidity reflects the ability of the farm family to meet cash obligations including family living 
withdrawals, income taxes, and debt repayment.  Liquidity measures are calculated on both a 
cash and accrual basis.  The cash measures reflect how cash actually flowed through the 
operations during the year.  The accrual measures, which adjust for changes in crop, livestock, 
and other inventories, more accurately reflect the income generation capacity of the businesses. 
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Years to Turnover Intermediate Debt reflects the ability of the business to repay short and 
intermediate term liabilities.  Because intermediate term debt is usually scheduled for repayment 
over a three to seven year term, this measure is a simple way to reflect debt repayment capacity.  
Expense as a Percent of Income reflects the portion of gross income that was used to pay 
operating expenses.  It includes interest expense but not depreciation.  Interest as a Percent of 
Income shows how much of gross income went solely to pay interest expenses. 
 
Balance Sheets 
 
Balance sheet reports are included for both the cost and market value of assets.  In both tables, 
current assets are identical, with crop and livestock inventories generally valued at market value.  
This conforms to the methodology recommended by the Farm Financial Standard Council.  
Intermediate and long term assets are shown at depreciated value using estimated economic 
depreciation, not tax, on the cost-based table.  On the market table, they are valued at estimated 
market value. 
 
Liabilities are the same on the cost and market tables. 
 
Net Worth Change on the cost value table is the amount of earned net worth growth or loss for 
the year.  Net worth change on the market value table includes both earned growth and changes 
in the market valuation of capital assets. 
 
Statement of Cash Flows 
 
The statement of Cash Flows displays the sources and uses of cash for the year.  Cash From 
Operating Activities includes sources and uses of cash related to normal farm operations.  In the 
case of sole proprietors and partnerships, it also usually includes non-farm income and expenses 
activities.  Cash From Financing Activities reflect cash used to buy and sell capital assets.  Cash 
From Financing Activities includes sources and uses of borrowed funds. 
 
Financial Standards Measures 
 
The Farm Financial Standards Council recommends that farms use these sixteen measures as 
standard measures of farm financial performance.  They are sometimes called the Sweet 16.  
Many are repeated from the Profitability, Liquidity, and Balance Sheet tables.  For a complete 
description, see the Financial Guidelines for Agricultural Producers at 
www.ffsc.org/html/guidelin.htm. 
 
Crop Production and Marketing 
 
This table reports farm size in acres farmed, average crop yields for major commodities and 
average crop sales prices for the calendar year.  Yields and prices are reported for the average of 
all farms for more commodities than those included in the High and Low columns because a 
minimum of four farms are required to report the yield or price for any group. 
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Household and Personal Expenses 
 
This table reports family living and other non-farm expenditures.  Only sole proprietors who 
keep detailed family living records are included. 
 
Operator and Labor Information 
 
All previous tables report results per farm, regardless of the number of families or operators 
involved in the operation.  This report repeats several measures from previous tables on a Per 
Operator basis.  It also summarizes estimated labor hours used and labor performance. 
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