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How much short-term credit does your family farm
business need for the year?  When and where will cash be
generated?  A useful tool for finding these answers and
managing the financial needs of the  family farm is a cash
flow budget. 

The cash flow budget is an estimate of cash receipts and
expenditures for a specific time period. The budget only
looks at money flows into and out of the business, not at
net income or profitability. 

It is beneficial to have a rolling 12- to 18-month cash
budget at all times to aid in the timing of borrowing needs
or investment opportunities.  This can be done quarterly,
bi-monthly, or monthly.  As an example, when a quarter is
completed it would be dropped from the cash flow and a
new quarter added.  

This method of cash flow budgeting helps you spot
opportunities or identify problems.  Cash flow is good
for planning as it forces you into assessing the income
and expense for the farm business.

A cash flow budget is useful because it:
•  Tests whether you will produce enough income to meet

all your cash needs.
•  Projects your need for operating funds and your ability

to meet repayment on borrowed funds.
•  Aids control by comparing budgeted to actual cash flow.

This is where you identify problems and discover
opportunities.

•  Assists in communicating your plans and credit needs to
your lender.

The budget may also serve as a control tool by comparing
actual revenues and expenditures to budgeted levels.  

The family farm business cash flow includes a line item
for withdrawals for family living expense. The family
draw or living expense is a major expense for most small
businesses, so it is important to do a separate budget to
manage household accounts.  Refer to Extension Extras
14079 and 14080, on getting control of your money by
using different methods to track and record income and
expenditures, and EC 916, a household account book.    

If your annual projected cash flow is negative, there are
some adjustments you can make.
•  Decrease capital purchases.
•  Properly finance capital purchases using term loans.
•  Restructure debt. There is sometimes room to restructure

current liabilities against non-current assets, such as
breeding stock or machinery.

•  If you have sufficient equity in assets, negotiate an
interest-only payment during the year.

•  Cull unproductive livestock and seldom-used equipment.
View each piece of equipment objectively when yhou
decide if you really need it.  

•  Work with your lender to create notes for raised breeding
livestock as though they were purchased. By creating the
note, you have reversed the cash flow and the note will
be paid back over time.  This will match the cash flow
that is generated from future sales of offspring.

•  Review your marketing program by taking into account
price changes.

•  Reduce non-farm expenditures, and/or increase non-farm
income.
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Review your cash flow budget either monthly, bi-monthly
or quarterly.  Compare actual cash flow with budgeted.
This will allow you to anticipate changes in your credit
needs and to identify opportunities.

If this is your first attempt at developing a cash flow
budget use the following steps as a guide.
•  Outline your production plan for crops and livestock.
•  Inventory your marketable commodities.  Use a recent

balance sheet if available.
•  Estimate crop production and feed needs for your

livestock.
•  Estimate livestock sales.
•  Estimate sales of cash crops and excess feed.
•  Estimate other income.
•  Estimate feed and livestock purchases.
•  Estimate crop and general farm expenses.
•  Determine family withdraws.
•  Budget capital purchases.
•  Determine debt repayment (principal and interest).
•  Calculate net cash flow.

If you need additional help, talk with your lender or local
Extension educator.  A computerized spreadsheet aids in
the number crunching and can be used to monitor cash
flow. The following is a bi-monthly format that may be
used for a projected cash flow.

Issued in furtherance of Cooperative Extension work,
Acts of May 8 and June 30, 1914, in cooperation
with the USDA. Larry Tidemann, Director of
Extension, Associate Dean, College of Agriculture &
Biological Sciences, South Dakota State University,
Brookings. SDSU is an Affirmative Action/Equal
Opportunity Employer (Male/Female) and offers all
benefits, services, and educational and employment
opportunities without regard for ancestry, age, race,
citizenship, color, creed, religion, gender, disability,
national origin, sexual preference, or Vietnam Era
veteran status.

ExEx 14081: PDFed. May 2003.

Ja
n.

 
F

eb
.

  

C
a

sh
 F

lo
w

 B
u

d
g

e
t

La
st

 Y
ea

r's
 T

ot
al

T
ot

al
 P

ro
je

ct
ed

--
- 

M
ar

ch
 -

--
 A

pr
il

M
ay

 -
--

 J
un

e 
  

Ju
ly

 -
--

 A
u

g
u

st
S

ep
t. 

--
--

 O
ct

.
N

o
v.

--
--

 D
e

c.

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  -

   
   

   
   

   
   

   
   

   
   

   
   

   -
   

   
   

   
   

   
   

   
   

   
   

   
   -

   
   

   
   

   
   

   
   

   
   

   
   

   
  

 
-

   
   

   
   

   
   

   
   

   
   

   
   

   -
   

   
   

   
   

   
   

   
   

   
   

   
   -

   
   

   
   

   
   

   
   

   
   

   
   

   
  

-
   

   
   

   
   

   
   

   
   

   
   

   
   

  
-

   
   

   
   

   
   

   
   

   
   

   
   

   -
   

   
   

   
   

   
   

   
   

   
   

   
   -

   
   

   
   

   
   

   
   

   
   

   
   

   

C
A

S
H

 IN
F

L
O

W
S

 (
al

l S
o

u
rc

es
)

   
G

ra
in

 S
al

es

Li
ve

st
oc

k 
S

al
es

G
ov

er
nm

en
t 

P
ay

m
en

ts
C

us
to

m
 W

or
k

  O
th

er
 In

co
m

e
  C

ap
ita

l S
al

es
  N

ew
 T

er
m

 d
eb

t
-

   
   

   
   

   
   

   
   

   
   

   
   

   -
   

   
   

   
   

   
   

   
   

   
   

   
   

T
O

T
A

L
 C

A
S

H
 I

N
F

L
O

W
-

$ 
   

   
   

   
   

   
   

   
   

   
   

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

2



C
A

S
H

 O
U

T
F

L
O

W
S

O
p

e
ra

tin
g

 E
xp

e
n

se
s

   
S

ee
d

-
   

   
   

   
   

   
   

   
   

   
   

   
   

   
F

er
til

iz
er

 &
 L

im
e

-
   

   
   

   
   

   
   

   
   

   
   

   
   

  
 C

he
m

ic
al

s
-

   
   

   
   

   
   

   
   

   
   

   
   

   
  

 O
th

er
 C

ro
p 

ex
pe

ns
e

-
   

   
   

   
   

   
   

   
   

   
   

   
   

   
G

as
 F

ue
l &

 O
il

-
   

   
   

   
   

   
   

   
   

   
   

   
   

  
 H

ire
d 

La
bo

r
-

   
   

   
   

   
   

   
   

   
   

   
   

   
   

C
us

to
m

 H
ire

-
   

   
   

   
   

   
   

   
   

   
   

   
   

  
  

F
ee

d 
P

ur
ch

as
es

-
   

   
   

   
   

   
   

   
   

   
   

   
   

  
  

F
ee

de
r 

Li
ve

st
oc

k
-

   
   

   
   

   
   

   
   

   
   

   
   

   
  

  
R

e
p

a
ir

s-
--

M
a

ch
.

-
   

   
   

   
   

   
   

   
   

   
   

   
   

  
  

R
ep

ai
rs

--
B

ui
ld

in
gs

.
-

   
   

   
   

   
   

   
   

   
   

   
   

   
   

 R
en

t
-

   
   

   
   

   
   

   
   

   
   

   
   

   
   

 S
up

pl
ie

s
-

   
   

   
   

   
   

   
   

   
   

   
   

   
  

  
P

ro
pe

rt
y 

ta
xe

s
-

   
   

   
   

   
   

   
   

   
   

   
   

   
  

  
In

su
ra

nc
e

-
   

   
   

   
   

   
   

   
   

   
   

   
   

   
 U

til
iti

es
-

   
   

   
   

   
   

   
   

   
   

   
   

   
   

 A
ut

o 
&

 P
ic

ku
p

-
   

   
   

   
   

   
   

   
   

   
   

   
   

  
 O

th
er

 F
ar

m
 e

xp
en

se
-

   
   

   
   

   
   

   
   

   
   

   
   

   
  

 L
iv

in
g

 e
xp

e
n

se
s

-
   

   
   

   
   

   
   

   
   

   
   

   
   -

   
   

   
   

   
   

   
   

   
   

   
   

   
C

a
p

ita
l

P
u

rc
h

a
se

s
-

T
e

rm
d

e
b

t
p

ri
n

ci
p

a
l

d
u

e
-

T
er

m
 d

eb
t 

in
te

re
st

 d
ue

-
   

   
   

   
   

   
   

   
   

   
   

   
   -

   
   

   
   

   
   

   
   

   
   

   
   

   -
   

   
   

   
   

   
   

   
   

   
   

   
   

T
O

T
A

L
 C

A
S

H
 O

U
T

F
L

O
W

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

N
E

T
 C

A
S

H
 F

L
O

W
 

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

C
A

S
H

 T
R

A
N

S
A

C
T

IO
N

S
  

  
 B

eg
in

ni
ng

 c
as

h 
ba

la
nc

e
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
   

  N
et

 c
as

h 
flo

w
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
  

  
 N

ew
 o

pe
ra

tin
g 

bo
rr

ow
in

g
-

   
   

   
   

   
   

   
   

   
   

   
   

   
O

pe
ra

tin
g

lo
an

pr
in

ci
pa

l
-

-
   

  O
pe

ra
tin

g 
lo

an
 in

te
re

st
-

   
   

   
   

   
   

   
   

   
   

   
   

   
C

A
S

H
 B

A
L

A
N

C
E

, 
E

N
D

 O
F

 P
E

R
IO

D
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  

A
C

C
U

M
U

L
A

T
E

D
 O

P
E

R
A

T
IN

G
 B

O
R

R
O

W
IN

G
   

  B
eg

in
ni

ng
 o

f p
er

io
d,

 B
al

an
ce

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

  
  

 O
pe

ra
tin

g 
bo

rr
ow

in
g

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

  
  

 O
pe

ra
tin

g 
pr

in
ci

pa
l p

ay
m

en
t

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

-
   

   
   

   
   

   
   

   
   

   
   

   
   

O
p

er
at

in
g

 lo
an

 B
al

an
ce

, e
n

d
 o

f 
p

er
io

d
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  
-

$ 
   

   
   

   
   

   
   

   
   

   
   

  

A
C

C
U

M
U

L
A

T
E

D
T

E
R

M
B

O
R

R
O

W
IN

G
   

  B
eg

in
ni

ng
 o

f p
er

io
d,

 B
al

an
ce

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

T
er

m
bo

rr
ow

in
g

-
-

-
-

-
-

-
-

  
  

 T
er

m
 p

rin
ci

pa
l r

ep
ay

m
en

t
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
-

   
   

   
   

   
   

   
   

   
   

   
   

   
T

er
m

 L
o

an
 P

ri
n

ci
p

al
 B

al
an

ce
, e

n
d

 o
f 

p
er

io
d

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

-
$ 

   
   

   
   

   
   

   
   

   
   

   
  

3


	South Dakota State University
	Open PRAIRIE: Open Public Research Access Institutional Repository and Information Exchange
	4-1-2003

	Getting control of your money #3: Improving Cash Flow
	Jack Davis
	Recommended Citation


	Getting control of your money #3: Improving Cash Flow

