Financial Accounting

[ Crop turnover |

plus
[ Livestock turnover |

plus
Turnover from non-agricultural
diversification

plus
Farmhouse consumption & benefits in|
kind (a)
plus
[ Subsidies |

plus
[ Sundry revenue |

equals
[ Total farm turnover |

minus
[ Cost of sales (b) |

equals
| Gross profit |
I
minus
[ Overheads (b) |

plus
[ Profit/loss on sale of assets |

equals

| Net profit (c) |

ANNEX 1: FLOW CHART OF INCOME MEASURES

Management Accounting

Cash Accounting

Crop enterprise output |

[ Crop revenue |

plus

Adjustment for disposal of previous
crops

plus

plus

Livestock enterprise output |

[ Livestock revenue |

plus plus
Output from non-agricultural Revenue from non-agricultural
diversification diversification
plus plus
: Farmhouse consumption & benefits in|
Single farm payment X
kind
plus plus
[ Agri-environment payments | [ Subsidies |
plus
[ Other grants & subsidies |
plus plus

Miscellaneous receipts |

[ Miscellaneous revenue |

equals

equals

Total farm output |

[ Trading revenue |

minus

minus

Variable costs (b) |

[ Expense of consumables (b) |

equals

Gross margin |

minus

minus

Fixed costs (b) |

[ Expense of overheads (b) |

plus

equals
| Cash income |

minus
Valuation change of crops, livestock &|

consumables

minus
[ Depreciation |

plus

Profit/loss on sale of assets |

[ Profit/loss on sale of assets |

|
|
equals
[Farm business profit (c) |

EXISTING MEASURES

minus
Separable non-agricultural diversified
income

minus

Unpaid manual labour of non-principal
partners, directors and their spouses

equals

Occupier's net income

plus

Ownership charges |

minus

Rental value (net of the private share
of the farmhouse) and imputed rent on
tenant's improvements

plus

Net interest payments |

equals

Net farm income |

minus

Unpaid manual labour of farmer &
spouse

plus

Paid management

equals

Management & investment
income

plus

plus

Receipts relating to previous
accounting years

plus

[ Write-offs for bad debts

plus

Investment grants (net of VAT)
including dairy and pigs outgoers and
similar schemes

plus

[ Imputed rent receipts

minus

| Depreciation of quotas

minus

| Depreciation of woodland

equals

Family farm income
(UK definition!)

(a) In principle in financial accounts farmhouse consumption and benefits in kind are included in total turnover and benefits in kind are included in labour costs; in practice they may be

excluded as not material.

(b) Including those from non-agricultural diversification.
(c) Although Net Profit is equivalent to Farm Business Profit, in practice they are likely to differ because Net Profit is derived from financial accounting principles and Farm Business Profit is
derived from management accounting principles. For example in financial accounting output stocks are usually valued at cost of production, whereas in management accounting they are
usually valued at market price. In financial accounting depreciation is usually calculated at historic cost whereas in management accounting it is often calculated at replacement cost.

Notes on accounting terminology

ONOOAWN P

Turnover = Sales revenue = the value of goods for which sales are agreed or delivered in the accounting period whether for cash or on credit.

Receipts are monies received during the accounting period for the sale of goods, provision of services and from grants and subsidies - cash accounting term.
Revenue is a Receipt of any period that relates to the accounting period i.e. Receipts plus Closing debtors minus Opening debtors. It is an accruals accounting term.
Purchases are the value of goods and services bought for cash or on credit (equivalent to Sales).
Payments are monies paid during the accounting period - cash accounting term.
Expenses are Payments of any period that relate to the accounting period i.e. Expenses plus Closing creditors minus Opening creditors. It is an accruals accounting term.

Cost of sales is the cost of producing the goods that have been sold in the accounting period. It is the Expense of materials plus the Closing value of stocks of materials and produce
Overheads are Expenses that cannot readily be traced to processes that produce particular single products.



