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Nebraska Farm Business, Inc.
Tax Return Reminders
When you receive your 2019 tax return packet, please be
sure to read the letter that is sent with it. The letter gives
instructions on paying your taxes or receiving your refund.

Do not forget to sign your 8879 and return it to our office as
soon as possible so we can e-file your return in a timely
manner. This year electronic signing is available to whomever
chooses to use it. Please ask your consultant about this option
if you have questions.
Also, if you would like to have an electronic copy of your
return in place of a paper one, or would like one in addition
to your paper copy, please inform your consultant.
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Important Tax Deadlines
March 2nd, 2020: Filing for Qualified Farmers
March 16th, 2020: Filing for Partnerships & S-Corporations
April 15th, 2020: 1st Quarter Estimated Tax Payment Due
April 15th, 2020: Filing for Corporate and all other individuals
May 1st, 2020: Filing of Personal Property
June 15th, 2020: 2nd Quarter Estimated Tax Payment Due
July 31st, 2020: Federal Excise Tax (Form 720)
August 31st, 2020: Heavy Highway Use (Form 2290)
September 15th, 2020: 3rd Quarter Estimated Tax Payment
January 15th, 2021: 4th Quarter Estimated Tax Payment

Nebraska Farm Business, Inc.

Analyzing Liquidity

By: Tina Barrett

The following article is an excerpt from our Good Farmer to Great Manager Part 2 book. This is a
continuation of the article in our last newsletter publication. If you have not read that article, you can
find all of our past newsletters on our website. Please feel free to reference it before reading this one.
In a FINPACK analysis, you’ll find the three liquidity
ratios at the top right-hand side of the executive summary
and on page three with a few more calculations. Both spots
give you a beginning and an ending ratio because it is very
important to know what direction these ratios are headed
in. If you want to know more about what is included in
current assets and current liabilities, you need look at the
balance sheet.
Just like when we looked at the other ratios, it’s important
to remember that the gross revenue figure used in these
ratios is calculated with accrual gross revenues, rather
than cash.
Remember when we calculated the accrual gross revenues back in the income section? If you divide
working capital by accrual gross revenue, you’ll get the ratio for working capital to gross revenues.
FINPACK uses the current year accrual gross income to calculate both the beginning and end of the
year working capital to gross revenue facts. This means that your beginning year number may not
match your ending year number from the previous year’s analysis. Last year’s number would have
been calculated with the previous year’s gross revenue. In many ways, using the same number gives
us better information than using the ending number from last year. This allows us to take out the
inconsistency with the change in gross revenues and really see what the change was.

Gross Revenue

Cash

Adjustments

Accrual

$732,349

$142,388

$874,737

If you want to compare year-end to year-end (which also has value) we have the history trend graphs
and the historic database reports. These reports will show year-end values. Note that the 2017
working capital to gross revenues is 11.4% but the beginning number for 2018 in the analysis above is
10.2%. This is because the accrual gross revenue for 2018 was higher than in 2017.

The historic database gives us a wealth of information by trending just about any number we could
want. We can fit 5 years of data on one page with an average column so that is typically what we
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print with the analysis, but we can go back as far as we have data. For some of the farms we work
with, that would go back to 1995. There remains a question of how much value do we get in
comparing working capital in 2019 to 1995? Those 25 years represent my life after high school! I
sure am not the same person that I was in 1995, and there are not operations that are the same as
they were in 1995. There is more value in that data from a research perspective than there is from a
management perspective. At the same time doing an analysis for one year does not provide the same
value as continually doing an analysis. An analysis provides good information, having the historic
database provides invaluable information.
Look at the following two trends. Which would you rather have? Both end with a working capital to
gross revenue of 3. Without knowing the story behind the farms, I would say I would want the
second trend. It’s started in the red and has worked its way to a great ratio. In reality, I need more
information. The first farm could have been using extra cash to pay down long-term debt, saving
interest expense over many years. The second farm could be on its second refinancing and be
burning through equity as it tries to find solid ground.
Regardless of the “story”, the second farm is looking like it is trending in a better liquidity position
but we’re going to have to keep digging deeper to find the rest of the story!

Both the current ratio and the working capital can be calculated just with the balance sheet. Here is
a picture of the current assets and liabilities. These totals match up the numbers on page 3 of the
analysis.
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These are the current ratio and working capital to gross revenue trends for the sample analysis. By
looking at both these trends you can see times when the trend is actually different. In 2013, the
current ratio increased significantly but the working capital to gross revenues only increased slightly.

To really understand why, I need to see a balance sheet trend. Here is the balance sheet trend report
(only using current assets and liabilities).

This trend gives us some answers. In 2013, current assets dropped considerably, as did current
liabilities. They dropped proportionally so working capital didn’t change much, but the relationship
between the two did change. This is a great example of how the current ratio can “throw a false
result”.
Good Farmer to Great Manager Part 2 goes more in depth about working to understand the information provided in a
financial analysis. If you participate in this class, we highly encourage you to have an analysis done. The class will be more
beneficial if you have YOUR ratios, YOUR breakeven calculations, and all of YOUR data. Your personal information will
not be shared, but it will be helpful for you to have access to it as we compare averages, etc.
We have not yet started teaching Part 2, but keep your eyes peeled for more information in following publications.
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"Yielding Success Through Financial Management"

2019 Analysis

Visit our website, nfbi.net,
to learn more.

With the new year underway, it doesn’t hurt to look back and
see what kind of year your operation had.

Our analysis program may be right for you if
you want to:
® Understand Your Costs
® Make Sound Financial Decisions
® Rise Above the Competition
® Make a Good Farm Better
If you are interested in getting started please contact your consultant to
get the process rolling. It’s never too late to get started!

