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What is a Statement of Cash Flows

* The cash flow statement summarizes the cash inflows (receipts)
and outflows (expenditures) of a business over a specific time.
The accounting period is usually one year divided into 12
monthly periods. The cash flow statement can be used in either
of the following ways:

— As along-range projection or forecast of future operations
(called pro forma or planning analysis).

— As a historical (after the fact) record containing actual
financial data.
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How is a Cash Flow Statement Used?

Cash flow statements allow business managers to plan for times of
cash surplus or when borrowed funds might be needed to cover cash
deficits. They provide an early warning system for cash flow shortages.

Business
Managers

Cash flow statements help a borrower determine the cash available

Borrowers for repaying debts.

. Cash flow statements help lenders analyze a proposed loan by showing
Lenders . the borrower’s ability to generate sufficient cash to make payments
¢ without disrupting farm operations.
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How to Create a Cash Flow Statement

Record cash inflow like

the:

* Deposits in a check book

» Deposits on a bank
statement

« Payments on a credit card
statement
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Record cash outflows like

the:

» Record of checks in a
check book

» Withdraws on a bank
statement

« Charges on a credit card
statement
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Step 1: List Cash Inflows and Outflows

LOLERELET]

Cash in
Jack's salary

Joanie's salary

| COLORADO STATE UNIVERSITY

Cash out
Land/house
Truck

Car
Utilities
Food

Day care
Clething
Fuel

College Fund
Sheep
Garden
Gifts

Daonations
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Step 2: Separate Personal and Business Cash Inflows and Cash
Outflows

SRS RRES!

Cashin Cash out
P —-andfhouse
—loanie’s salary ke

I inflow_s ,i

Step 3: Estimate Projected Cash Inflows
oy 3t 9 0t o oc T
Cash
Inflows
Livestoc 325 325
k Sales
Lvstk 48 48
Product
Sales
Other
Flower 5000 3000 3000 3000 3000 3000 20000
Sales
Total 5048 3000 3000 3000 3325 3000 20373
Cash
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Step 4: Estimate Projected Cash Outflows

o 0

Cash
Outflows

Seeds & 1000 1000 100 500
Plants

Fuel &
Lube

Insurance

Supplies 958 90 90 90 90 90
Utilities

Labor

Storage

Misc

90 90 90

2600

Step 5: Estimate Net Cash Flow

Net Cash
Flows

Accumulated
Cash Flows

i
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Types of Cash Flow Statements

« Historical cash flow statement
— Arecord of actual data from a past time
period
» Projected cash flow statement
— Predicts future cash inflows and outflows
based on currently known information

« Both types are useful to business managers
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Monitoring Cash Flow

* Monitoring is particularly important if the cash flow
statement/budget is to be followed closely.

* Monitoring periodically (e.g., monthly) allows the farmer or
rancher to identify potential cash flow problems.

— For example, if a vegetable grower observes that labor
expenses are exceeding what was anticipated, the cash
outflow can be adjusted in other areas to keep within the
budget.

* Once a cash flow problem has been identified, corrective
measures can be instituted.

* The cash flow statement can greatly assist the farmer or rancher
in maintaining sufficient liquidity in the business.
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How to Monitor Cash Flow

« Ultilize the “Budget” module on your computerized
record keeping system.

— Most computerized record keeping systems will
allow you to develop a monthly budget (cash flow)
from the previous years income and expenses
records.

— Reports from the budget can be generated to show
budgeted —vs- actual amounts on a monthly basis
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Financial Statements - Statement of Cash Flows, November 2020

By: Jeffrey E. Tranel, Jenny Beiermann, and R. Brent Young, Agriculture and Business Management Economists

A Statement of Cash Flows summarizes the cash inflows [receipts or income) and outflows [expenditures] of a business over a specific time period - tupically monthly aver one year. The statement is @ projection of the amount and timing of cash
expected to flow inte and of of the Farm or ranch business during a Future accounting period. It allows the manager or the lender to estimate the amount of cash and when that cash will be available [in the case of income] or needed [in the case of
expenses)

A statment of cash flows is 3 useful management tool. The most important use is for planning. It provides an estimate of how the Farm or ranch business will be operated for the next production year. [t also establishes definite expectation that can be
utilized az the framework for measuring or moritoring performance over the tirme period. Monitoring is particul arly important iF the cash flow staterment is Alowed closely. |t allows te manager toidentify potential cash fAlow problems. For example, if & rancher
shserves that veterinary experses are sxceeding the projected or articipated amournt, the anager can adjust cash outlows in otiher arsas b keep within the budget

This Excel temmplate allows 5 personto enter financial information for the Farm or ranch business and personal [and non-Farmiranch business) financial information. The user should first answer the questions shown below and then proceed to the:
cash Flow staterment by “clicking” on the tab Found at the bottorn of the screen. Data can be entered into any call with blue colored nurbers ar a blank box &1 other cells in the termplate have been locked

Additional resources are available on CSU's Agriculture and Business Managernent web site: hitps:fabm.extension. colostate edu,

‘What is the name of the FarmiRanchiBusiness? Yo FamaiTanch Aane ‘What will be the beginning checking account balance?

What is the minimum amount desired in the checking account

Under what type of legal entity does the farmiranch operate? Lk ov e voare 0 e 3 st of sl (upes

‘ at the end of each month?

‘Who is the primary contact for this farm or ranch? i Manas What will be the interest rate for the operating loan?
Far what year are the cash flows being projected? i ‘What will be the operating loan balance at the beginning of -
i the period [year]?
Input = Cash Flow Statement ® R
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CSU's Statement of Cash Flows
PROJECTED CASH FLOW STATEMENT - 2020
Your Farm/Ranch Name
TOTAL ___JAN FEB MAR APR MAY JUNE JULY AUG SEPT ocT NOV DEC
1 BEGINNING CASH BALANCE 50 40 50 10 50 40 50 40 50 40 50 30 50
OPERATING RECEIPTS
Crops
I i 0 i 0 i 0 i 0 i 0 i 0
0 ] 0 ] 0 ] 0 ] 0 ] 0 ] 0
o 0 0 0 0 ] 0 0 0 0 0 ] 0
i i 0 i 0 i 0 i 0 i 0 i 0
Sublotal 30 0 30 0 50 10 50 0 50 10 50 10 50
Arimals Raised
0 i 0 i 0 i 0 i 0 i 0 i 0
i i 0 i 0 i 0 i 0 i 0 i 0
I i 0 i 0 i 0 i 0 i 0 i 0
Arnimals Purchased for Resale 0 i 0 i 0 i 0 i 0 i 0 i 0
Subiotal 50 40 50 50 50 50 50 10 50 40 50 30 50
Other Income
Cusstorn Work ] ] 0 ] 0 ] 0 ] 0 ] 0 ] 0
USD.APayments
APC-CO, AACC, PLE I i 0 i 0 i 0 i 0 i 0 i 0
EQIF. Ele I i 0 i 0 i 0 i 0 i 0 i 0
Canservation (including CRF) 1] ] 0 ] 0 ] 0 ] 0 0 0 ] 0
Arirnal Products (eags wool honey,stc.] 0 i 0 i 0 i 0 i 0 i 0 0 0
Pents i i 0 i 0 i 0 i 0 i 0 i 0
Crop Insurance Fayments I i 0 i 0 i 0 i 0 i 0 i 0
Paironage Dividends 1] ] 0 ] 0 0 0 ] 0 ] 0 ] 0
Iterest Earned 0 i 0 i 0 i 0 i 0 i 0 0 0
[ | 0 0 0 0 0 0 0 0 0 0 0 0 ]
[ | 0 0 0 [ 0 0 0 0 0 0 0 [ 0
Scblotal 50 50 50 30 50 40 50 30 50 30 50 30 50
[ TOTAL OPERATING RECEIPTS 30 $0 30 $0 30 $0 30 $0 30 $0 30 $0 0 |
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CSU's Statements

CAPITAL SALES

of Cash Flows

Larnd 1} 1] 0 1] 1] 1] 0 1] 1} 1] 0 1]
Ereeding Stock u] 1] 1] 1] i) 1] i} 1] o 1] o 1)
kachinery 1] a 1] o 0 o 1] a o a 1] o
Oither
o o o o o o o o o o o o
Suibtotal $0 0 40 $0 40 40 40 $0 0 $0 $0 $0 $0
NON-FARM INCOME
wWages 0 1] 0 ] ] ] 0 ] 0 ] 0 1]
Rents o o 1] i} 1} a o o o o o 1}
Interest & Dividends 1} 1] 0 1] il 1] 0 1] 0 1] 0 1]
Oither
[ | ] 0 0 0 0 0 0 0 0 0 0 0
| | o 0 o 0 0 0 ] 0 ] 0 ] 0
Subtatal $0 $0 $0 0 30 50 $0 $0 S0 $0 0 $0 0
TOTAL CASH AVAILABLE $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 30 |
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L} PROJECTED CASH FLOW STATEMENT - 2020
CSU's Statements Vour o Noms
TOTAL JAN FEB MAR APR MAY JUNE JULY AUG SEPT OcT NOY DEC
of Cas h F I ows OPERATING EXPENSES
Crape
Seed o o o o o o o o o o o o o
Herbicide o o o 0 o o o o 0 o o 0 o
Other Chemieslz o o o a0 o o o o a0 o o 0 o
Fertlizer o o o 0 o o o o 0 o o 0 o
Irrigation Encray o o o 0 o o o o 0 o o 0 o
Irrigation - Azsezsments o o o o o o o o o o o o o
Guztom Work Hired o o o 0 o o o o 0 o o 0 o
Crop CenzulinglSesuting o o o 0 o o o o 0 o o o o
Inzurance - Crop o o o o o o o o o o o o o
Feent - Lund o o o 0 o o o o 0 o o 0 o
Fent - Equipment o o o 0 o o o o 0 o o 0 o
o o o o o o o o o o o o o
o o o 0 o o o o 0 o o 0 o
Livestock
Feed - Hay o o o o o o o o o o o o o
Feed - Pratein, Salt, Minerals, Ec. o o o 0 o o o o 0 o o o o
Fant - Pacture o o o 0 o o o o 0 o o 0 o
o o o o o o o o o o o o o
0 o o 0 o o o o 0 o o 0 o
o o o 0 o o o o 0 o o o o
o o o 0 o o o o 0 o o 0 o
Fadmle Far ezl o o o 0 o o o o 0 o o 0 o
Other
Hedging o o o 0 o o o o 0 o o o o
Fusl & il o o o 0 o o o o 0 o o 0 o
Inzurance - General o o o o o o o o o o o o o
Ropairs - Irigation o o o 0 o o o o 0 o o 0 o
Fiepairz - Mach. & Equip. o o o 0 o o o o 0 o o 0 o
Repairs - Fencing & Buildings o o o o o o o o o o o o o
Labor - ages o o o 0 o o o o 0 o o 0 o
Labiot - Benefits & Rietirement o o o 0 o o o o 0 o o 0 o
Labar - warkman's Comp o o o o o o o o o o o o o
Laber - Taxes o o o 0 o o o o 0 o o 0 o
Fraight/Trucking o o o 0 o o o o 0 o o 0 o
Rieal Estate Taves o o o o o o o o o o o o o
o o o 0 o o o o 0 o o 0 o
o o o 0 o o o o 0 o o o o
Subrotal £ g ] ] ] £ g ] ] ] £ 7 ™
TOTAL OPERATING EXPENSES 0 0 %0 [ [ 0 0 %0 [ [ 10 [ T |
CAPTIAL PURCHASES
Miachinery & Equipment o [ o 0 o o [ o 0 o o o o
Broeding Stack o o o 0 o o o o 0 o o 0 o
Fieal Ectate o o o 0 o o o o 0 o o o o
Improvements o o o o o o o o o o o o o
ther
o o o a0 o o o o a0 o o a o
COLORADO STATE UNIVERSITY Toatal ‘
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CSU’'s Statements
f C Sh Fl s PROJECTED CASH FLOW STATEMENT - 2020
o a ow Your FarmiRanch Name
TOTAL APR MAY JUNE JULY AUG SEPT oCcCT NOY DEC
= - - -
] 0 0 0 0 0 ] 0 0 0 0 0 0 0
Total 0 0 0 0 0 0 0 0 0 0 10 10 10
SCHEDULED LOAN PATMENTS
Real Estate
Inkerest 0 0 0 0 0 ] 0 0 0 0 0 0 0
Principal 0 0 0 0 0 ] 0 0 0 0 0 0 0
Machinery & Equipment
Inkerest 0 0 0 0 0 0 0 0 0 0 0 0
Principal 0 0 0 0 0 ] 0 0 0 0 0 0 0
Short-Term Debtz
Interest 0 0 0 0 0 ] 0 0 0 0 0 0 0
Principal 0 0 0 0 0 0 0 0 0 0 0 0 0
Other Debit
Inkerest 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal 0 0 0 0 0 ] 0 0 0 0 0 0 0
Other Debit
Inkerest 0 0 0 0 0 ] 0 0 0 0 0 0 0
Principal 0 0 0 0 0 0 0 0 0 0 0 0 0
Total - Inkerest 0 0 0 0 0 0 0 0 0 0 10 10 10
Tatal - Principal 50 50 50 50 50 50 50 50 50 50 $0 $0 $0
Tatal - il 50 50 50 50 50 50 50 50 50 50 $0 $0 $0
OTHER CASH OUTFLOWS
Family Living 0 0 0 0 0 ] 0 0 0 0 0 0 0
Teate Income Tax 0 0 0 0 0 ] 0 0 0 0 0 0 0
U5, Income Tax & Social Security 0 0 0 0 0 ] 0 0 0 0 0 0 0
Retirement Contributions 0 0 0 0 0 ] 0 0 0 0 0 0 0
Other
] 0 0 0 0 0 0 0 0 0 0 0 0 0
| | o o o o o o o o o o o
Total 0 0 0 0 0 0 0 0 0 0 10 10 10
[TOTAL CASH oUTFLOWS 30 30 30 30 30 30 30 30 30 30 30 30 [ |
[WET oF casnriows 30 30 30 30 30 0 30 30 30 30 30 30 [T |
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CSU's Statements
of Cash Flows

EUMMART OF CASH POSITION £ OPERATING LOAN

Eeginning Cash Balance ] ] 0 ] o ] o] ] ] o ] o]
Met of Cashflaws 1] 1] o 1] 0 1] o 1] 1] 0 1] o
Amount to be Borrowed A ] ] ] ] a ] o] ] ] a ] o]
Operating Lean
Eeginning Operating Loan Balance ] ] 0 ] 1) ] o] ] ] 1) ] o]
Amount Borrowed ] ] o ] o ] o ] ] o ] o
Interast N a a Q a 0 a i} a a 0 a i}
Accrued Inkerest a o 1] o 0 a o a o 0 a o
menks
Interest 1] 1] u] a 0 1] 1] 1] 1] 0 1] 1]
Principal 1] o o o 0 o o 1] o 0 o o
ding Dperating Loan Balance + Interest ] ] ] ] a ] o] ] ] a ] o]
Ending Cash Balance 1} 1} 1} 1} 1) 1} u} 1} 1} 1) 1} u}
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https://abm.extension.colostate.edu

Preparing and Analyzing a Cash Flow Statement (fact sheet)
Completing a Statement of Cash Flows (Excel template)

Getting on Track: Financial Statements (on-line course)

(0]
0]
O Understanding Your Financial Health using Ratio Analysis (Excel template)
0]
o

Getting on Track: Financial Analysis (on-line course)

Thank you
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