Accounting for managers (Week 5 workshop)

· The importance of cash to business survival should be never under-estimated 
· Many businesses and individuals have been declared bankrupt due to a shortage in cash, sometimes despite profitable results. Eg: one tel company 
· Fundamental assumption- going concern (assumption that the life of the business is continuous and the records must be kept on that basis)
· Warranties and guarantees are effected by the going concern principle 
· Recall that the income statement is prepared under accrual accounting, where income is recorded as earned and expenses incurred, regardless of whether cash changed hands at the same time. 
· In contrast the statements of cash flows shows when the cash went out. 
· Shows money received and spent during a period 
· The difference between total receipts and total payments is shown as the “net cash flow”
· Net cash flow can be a surplus or a deficit
· The statement is similar to a cash budget 
· Operating 
· Investing 
· Financing 
· Operations inflow- cash from customers 
· Operations outflow- cash paid for day to day expenses and cash paid to creditors and suppliers 
· Investing inflows- sale of non-current  
· [bookmark: _GoBack]Investing outflows- purchase of assets
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