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High Plains Case Farm

• Working capital burn rate

• Collateral analysis

• Management assessment

• Risk rating



What’s the best single financial risk management 
tool for agriculture?

Working Capital

How do you grow working capital?

1. Make money

2. Don’t spend all of it



Drains on working capital

• Capital purchases with cash
– Machinery

– Land down payments

• Financing CapEx on the operating line

• Out of control family living

• Killer toys

Machinery Investment per Acre – a look at MN farms

$914Average of all farms

$728Small farms (<$250k GFI)

$948Large farms (> $1M GFI)

$928High profit farms

$992Low profit farms

$527Young farmers (< 31 years of age)

$1,067Experienced farmers (> 60 years of age)



2024 Family Living Expenses – MN Sole Proprietors



Quality of Working Capital
Cash Cycle – How long to cash?

Months to CashAsset

0Cash

1 – 9 Cash crops

Up to 12 Feed crops

Up to 12 Feeder livestock

Up to 12 or more Raised livestock

10 – 20 Prepaid expenses and supplies

3 – 16 Growing crops

1 – 2 Accounts receivable

Length of the hedge Hedging accounts

Working Capital Burn Rate
Revenue $2,000,000 Current Assets $1,000,000
Expenses 2,200,000 Curren Liabilities 500,000
Loss -$200,000 Net Working Capital $500,000

Net Working Capital ÷ Projected Loss = No. of years of working capital avail.
$500,000 ÷ $200,000 = 2.5 years

Dr. Kohl’s Benchmarks
Green > 3.0 years
Yellow 1.0 to 3.0 years
Red < 1.0 years



Collateral Analysis

Gather 
information

Verify and inspect Set the value Document the file

Collateral Analysis: Value Types

• Balance sheet value

• Current market value

• Trade-in value

• Auction value

• Liquidation value (per bank’s discount policies)

• Book value

• Appraised value 



Collateral Analysis: Value Sources

• Auctions

• Dealers

• Newspapers

• Industry guides (Machinery Pete)

• Appraisal

• SWAG

Collateral Analysis: High Plains Case Farm

Liabilities:
Current 649,556$       
Intermediate 134,330$       
Long-Term 368,229$       

Collateral: Total Value Discount
Collateral 
Position

Cash -$                x 100% -$              
Accounts Receivable -$                x 90% -$              
Crop Inventory 313,850$       x 90% 282,465$     
Growing Crops 4,800$           x 80% 3,840$          
Market Livestock 393,067$       x 90% 353,760$     
Prepaids -$                x 75% -$              
Other Current 2,250$           x 75% 1,688$          
Machinery & Equipment 427,065$       x 65% 277,592$     
Raised Breeding Stock 284,050$       x 85% 241,443$     
Real Estate - 560 ac* 420,000$       x 80% 336,000$     

Total Loans 1,152,115$   1,845,082$   1,496,788$  

Total borrowing capacity (collateral position) 1,496,788$ 
Total borrowed (liabilities) $1,152,115
Total excess reserve (collateral margin) 344,673$    
Percent decline until collateral depleted 23%
Loan-to-Value % 76.97%

* RE was appraised 7/18/2004

Worksheet 4 - Collateral Analysis



Management Assessment

• Management team
– Experience

– Strengths and limitations

– Succession – management versus 
ownership

– Use of advisors/consultants

• Track record
– Compared to peers for production metrics

– Compared to peers for financial metrics

– Variance from historical

– Trends for liquidity, leverage, CapEx

– How do they act in the good times?  In the 
bad times?

Management Assessment

• Planning
– Do they complete a cash flow projection?

– CapEx plan – 1 year? 5 years?

– Scenario planning

– Sensitivity analysis

– Assumptions – are they realistic?

• Communication
– Reports are accurate and timely

– Regular communication – both good & bad

– Open to visits

– Responsive to information requests



Management Assessment

• Operational management
– Knows cost of production

– Utilizes price risk management tools and 
skills

– Facilities and equipment are in good order

– Evaluates and adjusts as needed

Management 
Assessment



Risk 
Rating 


