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Native Ag Producer Taxes 
& Finance Toolkit
Session I:  Balance Sheets – the starting point
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1. Where you are.
2. Where you’ve been.
3. Where you’re going.

TThis series will help you evaluate:
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Today’s topics – ‘Where you are’:

1) Recordkeeping 2) Balance Sheet preparation 3) Analysis basics
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RRecordkeeping
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Who are your records for?
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Financial Analysis & Planning

• Whole business
• Enterprise
• Use for business planning
• Use for financial statement preparation
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Types of Records

• Accounting
• Business records
• Individual records

• Production
• Marketing
• Risk Management
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What is a business expense?
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What is a business expense?
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How do you compile records?

• Checking account statement
• Commodity sale invoices
• Production expense receipts
• Loan Statements
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Helpful Tools
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https://www.extension.iastate.edu/
agdm/wholefarm/html/c6-32.html
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BBalance sheets
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• Snapshot of:
– How business funds are invested  

(assets)
– What financing methods are used 

(liabilities)
– What is left 

(net worth/owner’s equity)

• Completed at a point in time
• Foundation of financial analysis

BBalance Sheet
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Balance Sheet Components

Assets
• Everything you own

Liabilities
• Everything you owe

Net Worth = How much of your business you keep
(What’s left after liabilities are paid)

Assets – Liabilities= Net Worth

Copyright © University of Minnesota

Balance Sheet
Assets Liabilities

Net Worth

Total Assets Total Liabs + Net Worth
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Balance Sheet
Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long Term (> 10 years) Long Term

Total Liabilities

Net Worth

Total Assets Total Liabs + Net Worth
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Balance Sheet
Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long Term (> 10 years) Long term

Total Liabilities

Net Worth

Total Assets Total Liabs + Net Worth

Cash accounts
Crop inventories
Livestock held for sale
Prepaid expenses 
Supplies
Growing Crops
Accounts receivable
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Balance Sheet
Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long Term (> 10 years) Long Term

Total Liabilities

Net Worth

Total Assets Total Liabs + Net Worth

Machinery & Equipment Breeding 
Livestock
Titled Vehicles
Perennial Crops (Fruit, Hay)
Other Intermediate
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Balance Sheet
Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long Term (> 10 years) Long term

Total Liabilities

Net Worth

Total Assets Total Liabs + Net Worth

Land
Land Improvements
Buildings
Perennial Crops
Other Long Term
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Balance Sheet Challenge

• Asset Valuation
– Current Assets: Market Value
– Intermediate & Long Term?
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Valuing Current Asset 

• Growing Crops
– How do you value a crop that is still in the 

ground?

– Costs incurred to date
• Seed, fertilizer, chemicals, etc.

– Use the lower of growing costs or what the 
market value would be
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Valuing Current Assets

• Crop Inventories
– Local markets
– How do you value a crop that is on a forward 

contract?
• Enter the agreed upon price per unit

– How do you value a crop that is on a 
minimum price contract?

• Enter the market value if above min price
• Enter the min price if market value is below
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Valuing Current Assets

• Livestock Held for Sale
– How do you value livestock that will be sold 

in the next year?
– Use local market prices 

• Auctions, etc.
– If contracted, use that price

– Current weight x price = balance sheet value
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Balance Sheet Challenge

• Non-current Asset Valuation Options
– Market Value

• Valuing assets at a conservative market value, adjusted for selling costs

– Cost or Book Value
• Valuing assets at purchase cost minus depreciation
• Land Value Never Changes
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Balance Sheet Challenge  - Asset Valuation

• Market Valuation is:
– Valuing assets at an estimated fair market value

– A sale price that could be expected if sold in an arms length 
transaction

– Considers related selling costs
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Balance Sheet - Market Value 

• Advantage
– Best Estimate of Solvency - amount remaining if all assets were sold 

and all debts paid

• Disadvantage
– Mixes Net Worth changes from Earnings with Market Value Changes
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Balance Sheet - Market Value 

• Uses
– Evaluate Solvency
– Evaluate Debt Capacity
– Collateral Analysis
– External Comparison with other Farms
– Estate Planning
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Balance Sheet Components

Assets
• Everything you own

Liabilities
• Everything you owe

Net Worth = How much of your business you keep
(What’s left after liabilities are paid)

Assets – Liabilities= Net Worth
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Balance Sheet
Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long Term (> 10 years) Long Term

Total Liabilities

Net Worth

Total Assets Total Liabs + Net Worth
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Balance Sheet
Assets Liabilities

Current (< 1 year) CCurrent 

Intermediate (1–10 yrs) Intermediate

Long term (> 10 years) Long Term

Total Liabilities

Net Worth

Total Assets Total Liabs + Net Worth

Accounts payable
Accrued interest
Accrued expenses
Operating loans
Principal due on term debt
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Balance Sheet
Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) IIntermediate

Long term (> 10 years) Long Term

Total Liabilities

Net Worth

Total Assets Total Liabs + Net Worth

Loans with an original term 
of from 1 to 10 years
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Balance Sheet
Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long term (> 10 years) LLong Term

Total Liabilities

Net Worth

Total Assets Total Liabs + Net Worth

Loans with an original term 
of greater than 10 years
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Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long term (> 10 years) Long term

Total liabilities

Net worth

Total assets Total Liabs + Net worth

Non-current

Balance Sheet
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Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long term (> 10 years) Long term

Personal Personal

Total liabilities

Net worth

Total assets Total Liabs + Net worth

Balance Sheet
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Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long term (> 10 years) Long term

Personal Personal

Total liabilities

Net worth

Total assets Total Liabs + Net worth

Balance Sheet
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Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long term (> 10 years) Long term

Personal Personal

Total liabilities

Net worth

Total assets Total Liabs + Net worth

Balance Sheet
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Assets Liabilities

Current (< 1 year) Current 

Intermediate (1–10 yrs) Intermediate

Long term (> 10 years) Long term

Personal Personal

Total liabilities

Net worth

Total assets Total Liabs + Net worth

Balance Sheet
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Gathering the Information

• Sources:
– Walk around your farm or ranch

– Insurance policy listing

– Year end loan statements

– Accounting system details

– Previous balance sheet copy from a 
lender
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Preparing Your Own Balance Sheet

• Options:
– Accounting system generated

– Financial spreadsheets or tools
• Spreadsheet option available: 

https://z.umn.edu/balancesheet

• FINPACK Lite software:
https://z.umn.edu/finpacklite
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Balance Sheet: When
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Balance Sheet – When  

A snapshot at a specific point in time
– Any day of the year
– Update multiple times per year 
– Most importantly – at the end of the 

business year
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BBalance Sheet Analysis
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Balance Sheet Analysis

• Liquidity
• Balance sheet structure
• Solvency 
• Net worth change
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Balance Sheet Analysis

• Liquidity
– Working capital

• Balance sheet structure
• Solvency 
• Net worth change
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Working Capital – What is It?

Current Assets Current Liabilities
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• Make money

How to Build Working Capital?
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• Make money

• Don’t spend all of it

How to Build Working Capital?
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• Make money

• Don’t spend all of it

How to Build Working Capital?
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• Make money

• Don’t spend all of it

How to Build Working Capital?
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Balance Sheet Analysis

• Liquidity
• Balance sheet structure
• Solvency 
• Net worth change
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Balance Sheet Structure

Where’s the equity?

There is no correct balance sheet structure
• A balanced structure, with adequate equity in each balance sheet 

category, is preferred 
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Balance Sheet Analysis

• Liquidity
• Balance sheet structure
• Solvency 
• Net worth change
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Solvency analysis
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Net Worth Change

• Net Worth Change
• Measures overall progress
• Net worth growth can only happen if:

• Earnings exceed consumption
• Market values are increased

Copyright © University of Minnesota

Balance Sheets
The starting point – to determine ‘where you are at’.


