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INTRODUCTION

This article describes the actual and
projected cash flow worksheets that
are included in the ranch analysis
spreadsheet template (see previous
article).

Cash-flow analysis is an important step
in taking control of any agricultural
business. This is especially true in the
ranching industry. In ranching, ex-
penses happen on a daily basis, but the
main income occurs only one or two
times a year. The allocation of income
to cover expected costs throughout the
year will help ensure that all credit
obligations are met. It is equally impor-
tant not only to track current cash flows,
but also to project at the start of the
production year all expected income
and expenditures. Once expected
income and expenditures are recorded,
comparisons can be made between
projected and actual cash flows to help
point out any discrepancies.

Actual cash flow allows the user to
summarize all cash receipts (inflows)
and expenditures (outflows) affecting the
ranch during the yearly business cycle.
Daily receipts and expenditures are
organized into categories and entered
on the actual cash flow worksheet for
the end of each month. Actual cash flow
values can then be used to evaluate
historical cash performance of the
business, as well as serve as a guide for
future cash flow needs throughout the
current business year.

The projected cash flow worksheet is a
summary of monthly cash receipts and
expenditures projected or expected for
the upcoming year. The projected cash

flow worksheet should be completed
before the start of the year so that it
shows when and where irregular
transactions occur throughout the year
and identifies if total expenditures are
increasing at an unanticipated rate.

The projected cash flow worksheet in
the spreadsheet template is linked to
the actual cash flow worksheet and
provides a monthly and year-end
comparison between the two
worksheets. Differences between
monthly and projected transactions are
reported below each of the totals and
subtotals. A graphical presentation of
the ending monthly cash balance is
automatically shown on the net cash
position worksheet.

COMPONENTS OF THE
WORKSHEETS

Both of the cash flow worksheets are
broken up into twelve main areas by
type of receipt and expenditure. Under
each of the main receipt and expendi-
ture areas are subcategories further
defining each cash entry. Each of the
twelve main areas is presented below
with descriptions of what is contained
within the areas and, where appropriate,
examples of data entries are pre-
sented. Data should only be entered in
the areas shaded in green on the
worksheets. All other areas are calcu-
lated fields and fill in when the informa-
tion is provided in the green shaded
sections.

1) Price and Number of Head—This
area is for recording the number of
head sold and the price received per
head for the different classes of animals
sold: fall and spring calves, yearlings,
cull cows, and cull bulls. Operating
receipts and some of the capital
receipts are calculated from this
information and reported in the proper
area of the worksheets.

Example 1 demonstrates the first two
sections of the cash flow worksheet. In
this example, a ranch sells 100 spring
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the sale of horses and equipment need
to be entered in the shaded sections.

4) Capital (Cash) Expenditures—Capital
cash expenditures are expenditures on
a capital asset such as breeding
livestock, working horses, or equipment
where no financing is required. Expen-
ditures are recorded in the shaded area
for the type and month in which the
transaction occurred.

5) Variable Costs—Variable costs are
those costs that vary with output for the
production period under consideration.
There are five subcategories contained
under the variable cost heading:

Grazing fee costs include fees
associated with grazing permits on
BLM, USFS, state, and private lands.

Feed costs include hay, supple-
ments, salt, minerals, and ranch
feedlot charges.

Livestock management costs
include supplies (tack, shoeing),
and veterinarian services (medi-
cine, services, supplies).

Example 1. Operating Receipts

steer calves in October for $318.75 per
head. On the worksheet, 100 steer
calves is entered in cell M3 for the
steers sold in October and then 318.75
is entered in cell M4 for the correspond-
ing price per head.

2) Operating Receipts—Operating
receipts are receipts generated from
the yearly operation of the ranch, such
as calf sales. These receipts are
calculated from the information provided
in the prices and number of head
section. No entry of information is
needed in this area.

In Example 1, the total amount received
($31,875.00) for the spring steer calves
appears in cell M20.

3) Capital Receipts—Capital receipts
are generated from the sale of a capital
asset, such as breeding livestock,
working horses, or equipment. These
capital items are usually part of the
business for more than one operating
year. Capital receipts from the sale of
cull cows and bulls are calculated from
the prices and number of head area.
However, total monthly receipts from

100 Steers at
$318.75 per head.

The gross income from the steers is
automatically calculated into the correct
cell under the operating receipts.
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Livestock transportation costs
include contract trucking and other
hauling costs associated with
moving animals.

Marketing costs include commis-
sions, inspection fees, checkoff,
and any other costs associated with
selling animals.

Example 2 shows the Variable Costs
area of the worksheet. In this example,
the ranch purchased a load of hay for
$4,200 in March. In the feed costs
section, 4200 is entered into cell F57.
This adds $4,200 to variable costs
under the subheading “hay” for March.
In this same example, the ranch
purchased  $111.00 worth of vaccines
for the herd in January. In the livestock
management section, 111 is entered in
cell D77. This adds $111.00 to variable
costs under the subheading “pharma-
ceuticals” for January.

6) Overhead Costs—Overhead costs
are those which do not vary with
changes in output for the production
period under consideration. There are
five subcategories contained under the
overhead cost heading:

Administration costs include dues
and subscriptions, bank charges,
advertising/promotion, donations,
offices supplies, utilities, insurance,
interest expenses, professional
(legal & accounting), business
travel, and income tax.

Labor costs include state & federal
withholding, Medicare, Social
Security, contract help, day help,
wages, and benefits.

Equipment costs include parts, tires,
fuel/oil, and repair/maintenance
associated with equipment, such as
a bulldozer used for dirt tank repair.

Example 2. Variable Costs

In March, the
ranch buys hay
for $4,200.

In January, the ranch
buys vaccines for
$111.00.
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Auto/vehicle costs include parts,
tires, fuel/oil, and repair/mainte-
nance associated with vehicles
used on the ranch.

Land costs include land taxes and
repairs/maintenance. For example,
the construction of a road on the
ranch would be included under this
category.

In Example 3, the ranch paid both the
electricity bill for $397.00 and the
telephone bill for $40.00 in June. In the
worksheet, 397 is entered in cell I116
and 40 in entered in cell I117. These
transactions are summed up next to the
subcategory “Utilities” for June.

7) Debt/Credit Flows—All interest and
principal payments are recorded, along
with the acquisition of new funds for
short, intermediate, and long term loans.

8) Total Ranch Flow of Funds
Summary—The difference between all
cash receipts (inflows) and expenses
(outflows) excluding non-ranch effects
are calculated for each month of the
production year. This area shows if
there is a negative cash balance or
positive cash balance.

9) Non-business Transactions—All
income generated outside of the ranch
and all expenses outside of the ranch
are recorded in this area. Income items

Example 3. Overhead Costs

Ranch pays utility bill
for June.
 Electricity: $397.00
 Telephone: $40.00

Shows subtotal
for month.
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Example 4. Total Ranch Flow-of-Funds Summary

may include earnings from a town job,
gifts, dividends, and interest. Expense
items include food, clothing, home
furnishings, and recreation.

10) Total Non-Ranch and Ranch
Flow-of-Funds Summary—The
differences between all cash inflows
and outflows including non-ranch
related items are calculated for each
month of the production year. This
area shows if there is a negative cash
balance or positive cash balance (see
Example 4).

CONCLUSIONS

While cash flow analysis is an impor-
tant tool in managing today’s ranches,
care should be used when interpreting

cash-flow analysis. Remember that a
cash flow only looks at cash transac-
tions when they are either paid or
received, not when they are actually
incurred (accrual accounting). There-
fore, cash flow is only a measure of
cash profits. To get at true profits,
accrual accounting is needed to
account for not only non-cash items,
but also changes in inventories,
accounts receivable, and accounts
payable. It is a well-known fact that a
business can be going broke and still
generate a positive cash flow for
several years. To overcome the cash
flow shortcomings, the spreadsheet
template contains many other
worksheets to account for information
not found on the actual and projected
cash flow worksheets.

Flow of funds with non-
ranch transactions.

Tracks the flow of funds throughout
the year. This is without non-ranch
transactions.

1Research Specialist, Agricultural and
Resource Economics, The University of
Arizona
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