
Definition Benchmark Formula

Current ratio with herd
Measures the ability to pay off short-term 
liabilities with current assets. For a dairy, 
this will include herd value vs. herd debt.

Your ratio should be greater than 1 and 
less than 3 (specific loan agreements will 

dictate the required ratio).

                                      Current assets + herd value
           Current ratio =  
                                      Current liabilities + herd debt

Debt-to-equity ratio 
(a.k.a. leverage ratio)

Indicates how much the assets of your 
business are financed by debt.

A ratio of 1.00 indicates 50% of the assets 
are financed by debt. Anything over 1.00 
indicates higher risk due to reliance on 

external financing.

                                          Total liabilities
    Debt-to-equity ratio =  
                                          Shareholders’ equity

Debt coverage ratio
Shows your ability to use available cash 

to pay short-term debt obligations.
A ratio greater than 1 indicates you 

can pay your debts.

                                           Net operating income
    Debt coverage ratio = 
                                           Total debt service

Interest coverage ratio
Specifies how easily you can pay interest 

charges on debt obligations.
A higher ratio shows a greater ability 

to pay interest charges.

                                                 EBIT
    Interest coverage ratio: = 
                                                 Total interest charges

Breakeven price
The amount of money for which a product 

must be sold to cover the costs of 
manufacture.

The amount of money invested in a specific 
quantity of milk or a head of livestock.

Cost of operation
Identifies the cost to produce one unit 

of milk (CWT).

                                         Total cost of production
        Cost of operation = 
                                         Units of production

TABLE 1

want more frequent insight into your 
operations. Customize your dashboard 
and make it work for you. If you need 
to monitor your interest coverage ratio 
more frequently due to an upcoming 
purchase or operational difficulty, 
do so. The dashboard is supposed to 
make your job easier, less stressful and 

more efficient. However, if you are not 
monitoring your dashboard at least 
once a month, please begin to do so.

Summary
There is no adviser who can 

know your dairy operation better 
than you do. Please consider having 

a conversation with your accountant 
to discuss exactly which indicators 
you should use in your operation.  
Ultimately, you operate your dairy 
for financial safety and security. It is 
imperative you monitor your dairy 
indicators on a regular basis too so 
you will understand exactly where 

you can improve performance and cut 
costs.  

Brady is a CPA and certified valuation 
analyst and a partner at Cooper 
Norman. Fetzer recently joined Cooper 
Norman and brings unique skills to the 
team as a Juris Doctorate and MBA.

For more information, call 800-236-2345 or visit QLF.com

Jordy Nelson, Green Bay All-Pro Wide Receiver

“Research-proven QLF products are backed by  
technical and support teams working hard for you.”

America’s dairy farmers work hard for their success. That’s why Quality Liquid Feeds works equally hard for  
dairy farmers — and has been for 40 years. From custom liquid feed supplements to on-farm agronomy solutions, 
research-proven QLF products are backed by dedicated technical and support teams working hard for you. 
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