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Cash flow exercise
	Joseph Pharmacy had sales of $25,000 in December and $30,000 in January. The company expects sales of $20,000 in February and $40,000 in both March and April, and $30,000 in May.  The company has no other source of cash inflows. Half of the sales are paid for with cash. Twenty-five percent are paid for in each of the two months following the sale. Joseph Pharmacy has the following expenses: (show all of your work)
	Monthly rent of $1,500
Wages of $5,000 each month
	Purchases
	50% of next month’s sales
	Cash Outlay
	20% in month purchased
	80% in following month
From the information provided
 1.   Calculate the projected Cash Receipts for the three months of February, March, and April (Tables have been set up for you)
A Schedule of Projected Cash Receipts for Joseph Pharmacy

	 
	December
	January
	February
	March
	April

	Sales Forecast
	25,000
	30,000
	20,000
	40,000
	40,000

	Cash Sales (.50)
	12,500
	15,000
	10,000
	20,000
	20,000

	Collections of A/R:

	Lag = 1 month
	
	6,250
	7,500
	5,000
	10,000

	Lag =2 months
	
	
	6,250
	7,500
	5,000

	Other Cash Receipts
	
	
	
	
	

	Total Cash Receipts
	
	
	23,750
	32,500
	35,000 




2.   Calculate the projected Cash Disbursements for the same months
A Schedule of Projected Cash Disbursements for Joseph Pharmacy
	 
	December
	January
	February
	March
	April

	Purchases:

	Next month sales (0.5 x sales)
	$15,000
	$10,000
	$20,000
	$20,000
	

	Current month (.20)
	5,000
	6,000
	4,000
	8,000
	8,000

	Lagged 1 month (.80)
	
	20,000
	24,000
	16,000
	32,000

	Rent payments
	$1,500
	1,500
	$1,500
	$1,500
	$1,500

	Wages/Salaries
	$5,000
	5,000
	$5,000
	$5,000
	$5,000

	Cash Disbursements
	$11,500 
	$32,500 
	$34,500
	$30,500
	$46,500



3. Indicate what the total cash balance would be at the end of these three months if the cash balance at the beginning of February was $1,500.

	February Cash balance
	
	
	
1,500
	(9,250)
	(7,250)

	Total Cash Receipts
	December
12,500
	January
21,250
	February
23,750
	March
32,500
	April
35,000

	Cash Disbursements 
	($11,500)
	($32,500)
	($34,500)
	($30,500)
	($46,500)


	Ending Cash Balance
	   (9,250)
	 (7,250)
	 (18,750)



4.    Define cash inflows and cash outflows
	Cash inflow alludes to a business or organization's wellsprings of cash or wage, while cash outflow alludes to a business or organization's costs. A business survives on the off chance that it can create a bigger money inflow versus a money surge. Illustrations of cash inflow incorporate assets from speculators, installment for work done by the organization and offers of property or assets claimed by the organization. Illustrations of cash outflow incorporate installments to different organizations, buys of property required for the survival of the organization and representative wages (SBA, 2016). 
5.  If I have a budget where expected gross receipts are what is obtained in #1 and my expected cash disbursements are what is obtained in #2.  What can you tell me about the cash balance (obtained in #3) if you were doing a variance analysis?  How would you attempt to explain the variance?
	A variance, in accounting, is the difference between an expected sum and an actual sum. For instance, a variance can happen for things contained in a department's cost report. Variance analysis endeavors to distinguish and clarify the purposes behind the distinction between an actual sum and budgeted sum. Variance analysis is generally connected with a producer's item costs. In this setting, it endeavors to distinguish the reasons for the contrasts between a producer's standard expenses of the inputs that ought to have happened for the genuine items it made, and the real expenses of the inputs utilized for the real items fabricated (Berry, n. d). The cash balance obtained in #3 is a positive amount, which means variance is not available this time. Variance will be available if the cash outflow exceeds the cash inflow above. 
6. What is a cash budget, a flexible budget, CAPEX, and OPEX?
	In business, a budget can be characterized as an arrangement for an association's active costs and approaching incomes for a particular time period. In its least difficult structure a budget is an arrangement or conjecture as a rundown, demonstrating expenses and/or revenues, with a figure for everything. Over the long haul, genuine spending or income might be gone into the rundown to contrast and the initially budgeted amount. In the event that there is a distinction in the middle of expected and actual amount, the distinction is known as a variance. 
	A variance serves administration with two choices: either modify the budget in future periods, to adjust all the more intimately with income or spending substances, or make a move to affect future spending and income in order to bring gauge and genuine figures closer together. The previous alternative is called the flexible planning. The last alternative is an occurrence of static planning. 
	At the highest point of the chain of command in many organizations and associations stand two noteworthy sorts of budget, a capital spending plan and an operational spending plan. Capital and operation spending plans, also, are worked through various procedures, normally by various chiefs, and they utilize distinctive criteria for organizing and choosing spending. Regardless of whether consumption qualifies as a capital use (CAPEX) or as a operational cost (OPEX) relies on upon what is bought, what it is utilized for, furthermore upon the nation's assessment laws. Organizations and associations ordinarily assign criteria that should be met for a procurement to qualify as capital (Williams et. al, n. d).
7. How often do you use some form of budgeting?  Why?
	In a simple manner, budget can be seen at home. I often used budgeting at home. The budgeted income of the family for the whole month should be followed in order not to exceed the amount allotted for the expenses. Budgeting is very important not only in the business but also at home. If there will be no budget allotted for specific period, time, or events, more people will incur money more than what they can earn that will lead to debts and liabilities. 
8. If the business world is allowed to explain away their variances to budget, why is budgeting so important?
	Subsequent to budgeting permits you to make a spending arrangement for your cash, it guarantees that you will dependably have enough cash for the things you require and the things that are critical to you. Taking after a budget or spending arrangement will likewise keep you out of obligation or bail you work out of obligation on the off chance that you are right now under debt. On the off chance that you don't have enough cash to do all that you might want to do, then you can utilize this budgeting to organize your spending and center your cash on the things that are most imperative to you. 
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