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Learning Goals:   Health professionals will learn how to work with cash flow statements [what] to determine the financial health of their businesses [why]. 
 Learning Objectives: 
During this session, the participants will:

a. Define key terms related to cash flow and profit;
b. Explain the difference between cash and profit;
c. Describe the categories in a cash flow statement;
d. Interpret a cash flow statement;
e. Practice making cash flow projections;
f. Identify strategies to improve cash flow;
g. Discuss the next step; and
h. State their key takeaway from the session.
Pre-Session Preparation:

	Start Time:  9:00
	SECTION 1:  WELCOME
	20 minutes

	Slides
	Pages
	Learning Activities
	Facilitation Notes
	Duration

	1-2
3-5

6

	1

2

3

4


	Pre-test

Lecturette overview of session format, agenda, and learning objectives

Brief introductions


	Pre-Test:  Hand out the Pre-Test and have everyone complete it and give it back to you in order to compare to the Post-Test at the end of the session. Score each Pre-Test by putting a check mark in front of the questions participants answered incorrectly and then adding up the checkmarks, placing the number of wrong answers in the upper right hand corner.

Common Ground Questions:  Welcome the group and ask: “How many of you have a very busy practice?” "How many of you see a lot of customers?" "How many of you know that you have worked a lot of hours?” "How many of you expect to make a profit?” "How many of you are surprised when you have less cash on hand than you expected?” 

As you ask the questions, model raising your hand, so the participants know to raise their hand if their answer to a question is “yes.”

Keep asking questions until everyone has raised their hand at least once. 

“Well, by the time you leave the session today, you’ll be able to read a cash flow statement, project future cash flows, and track your account receivables and payables so you know what your cash position is and will be.”
Opening Comments: Introduce yourself. Ask people to raise their hands if they have attended a previous session in this series. Explain the format of the session (start and stop times, 10-minute breaks approximately every hour, etc.)

[NOTE:  If this is the same group of participants who attended the previous session, all you need to do is to mention that: “The materials are laid out the same way as before.” 

If the group has new participants, provide the complete explanation that follows:

Materials: Review how the materials are laid out in their manual.  Point out that the Table of Contents contains documents in bold print (agenda items), documents in italicized print (participant activities), and documents in regular print (reference materials). 

Training Approach: Explain the training approach: the major content is in their participant packet and not in the PowerPoint, which is why they will not receive a copy of the PowerPoint.

Agenda and Learning Objectives:  Read these out loud.

[Brief introductions, if necessary]
Learning Contract: Establish a “learning contract” with the participants. Tell them: “If at any time you feel that the program is not meeting your needs, please tell me. At the end of the session, instead of standing in front of the group telling you what you should have learned, I will call on each of you to identify your key learning or takeaway from the session."
	10 minutes

15 minutes




	Start Time:  9:20
	SECTION 2:  SHOW A PROFIT AND STILL BE CASH POOR 
	40 minutes

	Slides
	Pages
	Learning Activities
	Facilitation Notes
	Duration


	Summary:  In this case, because cash was received and paid at the time the services were rendered, net profit = change in cash.”
Income Statement
Cash Flow Statement
Revenue

Cash In

Health service delivery

20,000

20,000

       Total revenue

20,000
20,000
Expenses
Cash Out

Employee Salary

10,000

10,000

Cost of drugs and other supplies

  5,000

  5,000

Utilities

  3,000

  3,000

      Total expenses

18,000

18,000
Net profit
Change in cash
  2,000

2,000
Case Study: Small Group:  Scenario #2:

1. The patient received health services that cost 20,000.

2. The patient paid the clinic owner 10,000 now and promised to pay the second half of the bill next week when he gets his monthly salary.
3. To deliver those services, the clinic owner had the expenses listed below.
4. The clinic owner paid the employee, the supplier and the utility bill in full.

Directed Large Group Discussion of Answers:

Question #1: Did the clinic owner have enough cash from the sales to pay all the expenses? No
If the answer is “no,” how much was the clinic owner short? 8,000

Question #2:  Why didn’t the clinic owner have enough funds? The patient did not pay the full amount owed for the service.
Question #3:  Does the clinic owner have a cash flow problem?  Only if his cash balance before these transactions was less than 8,000.  In other words, he could use cash from previous transactions to pay the bills.
Question #4:  Is this service profitable? Yes
If the answer is “yes,” how much profit did the clinic owner earn? 2,000
Say: “Although goods and services were sold, customers bought them on credit. As a result, there are high sales but low cash collections. This means that, although a profit is shown on paper, the cash position worsened.”
[image: image3.emf]


	
   Income	
  
Statement	
  



Cash	
  Flow	
  
Statement	
  



	
   Revenue	
  
	
  



Cash	
  In	
  



Health	
  service	
  delivery	
   20,000	
   10,000	
  
	
  	
  	
  	
  	
  	
  	
  Total	
  revenue	
   20,000	
   10,000	
  
	
   Expenses	
   Cash	
  Out	
  
Employee	
  Salary	
   10,000	
   10,000	
  
Cost	
  of	
  drugs	
  and	
  other	
  supplies	
   	
  	
  5,000	
   	
  	
  5,000	
  
Utilities	
   	
  	
  3,000	
   	
  	
  3,000	
  
	
  	
  	
  	
  	
  	
  Total	
  expenses	
   18,000	
   18,000	
  
	
   Net	
  profit	
   Change	
  in	
  cash	
  
	
  	
   	
  	
  2,000	
   -­‐8,000	
  
 












	10 minutes
10 minutes
10 minutes

10 minutes

	Start Time:  10:00
	BREAK
	10 minutes

	Start Time:  10:10
	SECTION 2:  SHOW A PROFIT AND STILL BE CASH POOR continued
	40 minutes

	Slides
	Pages
	Learning Activities
	Facilitation Notes
	Duration

	14

15
16
17

18

19

20

21
	8

8

9

9

10

	Case Study- Small Group
Directed Large Group Discussion
Lecturette

Directed Large Group Discussion


	Case Study- Small Group:  Scenario #3:
1. A patient received health services that cost 20,000.

2. The patient paid the clinic owner 10,000 now and promised to pay the 

remaining 10,000 next month when he gets his monthly salary. 
3. To deliver those services, the clinic owner had the expenses listed below.

4. The supplier agreed to give the clinic owner a 30-day credit for the amount of drugs and other supplies provided.

5. The clinic owner paid the employee and the utility bill.

Directed Large Group Discussion of Answers:

Question #1:  Did the clinic owner have enough cash from the sales to pay 
all the expenses? No, but he was only short 3,000 instead of 8,000 in Scenario #2.
Question #2:  Why did the clinic owner have less of a shortfall than in Scenario #2? Credit from the supplier for 5,000.
Question #3:  Does the clinic owner have a cash flow problem? 

 Only if his cash balance before these transactions was less than 3,000.  In other words, he could use cash from previous transactions to pay the utility bill.
Question #4:  Is this service profitable? Yes

 If the answer is “yes,” how much profit did the clinic owner earn? 2,000 
Question #5:  What would happen to the clinic owner’s profit and cash if the utility also offers a 30-day credit?  Same profit, more cash on hand. However, the owner now has accounts payable for both the supplier and the utility. It is possible to have more cash than profit, but still have bills to pay.
[image: image4.emf]


	
   Income	
  
Statement	
  



Cash	
  Flow	
  
Statement	
  



	
   Revenue	
  
	
  



Cash	
  In	
  



Health	
  service	
  delivery	
   20,000	
   10,000	
  
	
  	
  	
  	
  	
  	
  	
  Total	
  revenue	
   20,000	
   10,000	
  
	
   Expenses	
   Cash	
  Out	
  
Employee	
  Salary	
   10,000	
   10,000	
  
Cost	
  of	
  drugs	
  and	
  other	
  supplies	
   	
  	
  5,000	
   	
  	
  0	
  
Utilities	
   	
  	
  3,000	
   	
  	
  3,000	
  
	
  	
  	
  	
  	
  	
  Total	
  expenses	
   18,000	
   13,000	
  
	
   Net	
  profit	
   Change	
  in	
  cash	
  
	
  	
   	
  	
  2,000	
   -­‐3,000	
  
 











Lecturette:  Say: “As you can see, profitability and cash flow are two related but different concepts, each with entirely different results. 
· Even if the clinic owner shows a profit on paper, the clinic may still be cash poor.

· Accrued net profit is calculated regardless of when cash for services is received or paid out. 

· Expenses are paid with cash, not profits.  

· Lack of cash (or access to cash) can drive a profitable firm out of business. 


Businesses go bankrupt if they run out of cash, even though they may be generating net profits:
-in the short-run if "negative" cash flows go on for too long a period of time. 

-in the long run when net profits are too low over a long period of time.

Good financial management requires: 

1.  
Understanding your cash needs and knowing when, where and how they will occur,

2.  
Knowing how to access additional cash when needed, and

3.  
Keeping positive relationships with bankers and other sources of cash in order to be prepared.
Keep in mind that:

· When revenue is paid in cash at the time services are given, and expenses are paid in cash at time of purchase, then net profit is included in the changes to the cash account. 
· Net Profit is total revenue minus total expenses, regardless of when the cash goes in or out.  This is reflected on the income statement.

· Accounts Receivable is money owed to you for services provided in the past. It appears as an asset on the balance sheet.

· Accounts Payable is money you owe for services provided to you in the past.  This appears as a liability on the balance sheet.
Question:   
What can the clinic owner in Scenario #2 do to meet the cash expenses of the business?  [Possible answers: Use cash accumulated before; get a short term loan of 8,000 to cover the cash shortage, renegotiate payment for the drugs (get the drugs on credit), reduce the amount of supplies purchased. But the options here are quite limited if the business has no cash which is a very important point to make.]


	10 minutes
10 minutes

10 minutes
10 minutes



	Start Time: 10:50
	TEA BREAK
	10 minutes

	Start Time:  11:00
	SECTION 2:  SHOW A PROFIT AND STILL BE CASH POOR continued
	50 minutes

	Slides
	Pages
	Learning Activities
	Facilitation Notes
	Duration

	22

23

24

25

	
	Scenarios- Large Group
Scenarios-Small Group
Debriefing

	Scenarios-Large Group: Tell them:  “Please turn to page 11, Determining Implications for Profitability and Cash Positions.  We’ll work together to answer the questions that follow the first scenario, then you will work with your group to complete the remaining three scenarios. 

A.  A private doctor decided to introduce payment incentives. New clients now receive a one-time 10% discount on their first visit and existing clients can now pay for the service in four equal installments over the period of four months.

1.  How did this affect:

(a) the profitability of the business? [Profitability could be greater. The discount could attract more new clients and existing clients might schedule more services that they couldn’t afford to pay for before- so there should be an increased profit.]
(b)  the cash position of the business? [The cash position could get much weaker. The business will be receiving 10% less cash from each new client but if volume increases, the number of clients may increase; however letting existing clients spread their payments over four months means that the business will be receiving less cash when services are rendered and will have to wait several months to receive the balance, meaning it will have to fund the increase in accounts receivable. It is impossible to answer this question with certainty, the important thing to remember is that before making such important decision, you have to calculate the impact on price changes and payment methods on cash flow.]
2.  What are the immediate consequences to the business? [Since new customers will quickly become existing customers, the cash will be received over several months, while the cash out will remain the same unless the owner negotiates credit terms with his suppliers.
  Scenarios- Small Group: [Note- give the participants 20 minutes to complete the remaining three scenarios and questions.]
Debriefing: [Have each table take the lead in answering a question, then another table answer the next question, etc.]
  Scenario 
B.  A practice wanted to make an extra profit. Despite the fact that they did not need more drugs at this time, it reinvested its excess cash into the purchase of more drugs because prices were favorable. Then an expensive piece of equipment broke down and needed to be replaced. 

1.  How did this affect:

(a)   the profitability of the business? [Profitability will be the same, since technically the expense recorded should be the cost of drugs sold, not the cost of drugs purchased.  And since the additional drugs are not yet sold, there will be no additional revenue either. ]
(b)   the cash position of the business? [The cash position is much weaker. Since all of the excess cash was spent on the drug inventory, the business is going to have to find another source of funds to replace the expensive equipment.]
2.  What are the immediate consequences to the business? [The business is going to either have to lower costs significantly, aggressively go after collections, and/or get a loan to cover the purchase of the equipment. Perhaps they will have to lease the equipment instead of purchasing it outright.]
Scenario

C.  A pharmacy enjoyed drug supplier credit. Unfortunately, the business owner forgot to pay the amounts due to the supplier on time for two months in a row, so now he has to pay for future purchases with cash.

1.  How did this affect:

(a)   the profitability of the business? [It would not affect profitability unless it needs to pay interest charges on the late payments, which would adversely affect the profit.]
(b)   the cash position of the business? [It could negatively affect the cash position. Paying on credit enabled the business to spread out its payments each month, thereby keeping more cash on hand. If the supplier no longer allows the business credit, that will negatively affect the available cash of the business. If the business has to pay interest on the late payments, that will also affect the cash position.
2.  What are the immediate consequences to the business? [Probably they will have to pay interest on the late payments. So lower profit and lower cash]
D.   D. Dr. Okoi learned from his accountant that his business was very profitable. He decided, against the advice of his accountant, to invest in a much larger and modern facility, even though this would require a significant investment in fixed assets.  
1.  How did this affect:

(a)   the profitability of the business? [The profitability would not be affected in the short run, but hopefully the new facility would eventually generate more income.]
(b)   the cash position of the business? [The cash position would be weaker, if most of the excess cash would be used to purchase fixed assets]
2.  What are the immediate consequences to the business? [Less cash unless the owner gets financing from a bank.]
Tell them:  “Profit and cash are often misunderstood. It is necessary to know both in order to get an accurate picture of your financial position.”
	10 minutes
20 minutes

20 minutes

	Start Time:  11:50
	BREAK
	10 minutes


	Start Time:  12:00
	SECTION 3: READ A CASH FLOW STATEMENT
	60 minutes

	Slides
	Pages
	Learning Activities
	Facilitation Notes
	Duration

	26-27

	13

	Directed large group discussion

	Directed Large Group Discussion: “ Please turn to Introduction to a Cash Statement on page 13. A practice’s cash flow statement is a record of how much money came into the practice (cash in) each month as compared to how much money went out of the practice (cash out).  It reflects past performance.”
Review the different categories in the Cash Flow Statement: 

Say: “Cash flows originate from operating and financing activities. Operating activities are transactions involving on-going operations of the business which generate the revenue and expenses. Activities apart from on-going central activities are financing activities; this includes cash inflows and outflows from banks, owners, investors, but not from core operations.”
Ask: “Why is this distinction important?” [Answers: At the end of the day, the business must finance itself by revenues from its core operations, and pay all its expenses with this revenue, to survive in business. Knowing that you have cash in the account is not enough, you need to know where the cash is coming from.]
Cash In: 
Let’s analyze the cash from operations first.

Cash from Services: What are some examples of service fees?

Cash from Product Sales: Does anyone sell drugs or contraceptives?

Cash from Debtors: This category has to do with collection of accounts receivables. In short, the debtors are patients who have not yet paid for services. Ask if any of the participants have receivables that have not yet been collected.  When debtors make payments, cash comes in.

And now let’s look at the cash from financing activities.
Cash from Owner: Ask if any of the participants have put their own cash into their businesses- and if so, why.

Cash from Loan: Anyone have bank loans or other loans?

Other: Might be rent paid by other providers. What other sources of income might there be?

Cash Out: 
Let’s follow the same logic and start with operating cash expenses:

Cash out for investment:  In office equipment, what else? [renovations]

Cash out for Labor:  Nurses, staff, other doctors- who else do you employ?

Cash out for Materials:  Supplies for treatment, what else? [Drugs]
Cash out for Operations: Rent, electricity, heat, water, maintenance of buildings, cleaning, car service/mileage allowance, travel costs, stationary, telephone, postage and charges, mobile phone, internet-connection, website subscription/hosting and upgrading, marketing/ advertising, meeting expenses, insurances, computer equipment, computer network, leasing-expenses.
Taxes:
Other: Miscellaneous expenses- what kinds do you have?  [NOTE:  keep the amount in this category low; add specific other categories if not listed in this template.]
And cash for financing activities:

Loan Repayment: For a bank loan, for owner’s loan, etc. 

Ask: “Any questions?”

	10 minutes



	28

	14-16

	Small Group Discussion


	Small Group Discussion:  “Now let’s look at a completed cash flow statement for a small health clinic that provides family planning services. Working in your table group, there are 6 questions on pages 14 and 15 to answer about the cash flow statement, which is on page 16.

You do have a choice. You can work with your table group or you can choose to work alone. You just need to know that if you work alone and you have the wrong answer, you have no one else to blame. But if you worked with the group and ended up with the wrong answer, we could move you to a smarter table. It’s up to you.”


	20 minutes



[image: image5.emf]


	
  	
   Month	
  
1	
  



Month	
  
2	
  



Month	
  
3	
  



Month	
  
4	
  



Month	
  
5	
  



Month	
  
6	
  



Month	
  
7	
  



Month	
  
8	
  



Month	
  
9	
  



Month	
  
10	
  



Month	
  
11	
  



Month	
  
12	
  



A.	
  Beginning	
  Balance	
   1,450	
   280	
   70	
   -­‐50	
   10	
   839	
   51	
   476	
   342	
   47	
   152	
   3,169	
  



B.	
  Cash	
  In:	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  



CASH	
  FROM	
  OPERATING	
  ACTIVITIES	
   27,430	
   34,960	
   33,670	
   29,905	
   26,995	
   31,195	
   33,290	
   29,290	
   31,590	
   29,852	
   32,829	
   34,621	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Services	
   25,300	
   28,840	
   31,040	
   27,545	
   24,890	
   28,890	
   31,090	
   27,090	
   29,390	
   29,852	
   30,629	
   32,421	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Debtors	
  	
   2,130	
   6,120	
   2,630	
   2,360	
   2,105	
   2,305	
   2,200	
   2,200	
   2,200	
   2,200	
  	
   2,200	
   2,200	
  
CASH	
  FROM	
  FINANCING	
  ACTIVITIES	
   5,000	
   0	
   0	
   2,000	
   6,000	
   1,000	
   0	
   0	
   0	
   0	
   0	
   0	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Owner's	
  Loan	
   5,000	
   0	
   0	
   2,000	
   0	
   0	
   0	
   0	
   0	
   0	
   0	
   0	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Bank	
  Loan	
   0	
   0	
   0	
   0	
   6,000	
   1,000	
   0	
   0	
   0	
   0	
   0	
   0	
  
C.	
  Total	
  Cash	
  in	
   32,430	
   34,960	
   33,670	
   31,905	
   32,995	
   32,195	
   33,290	
   29,290	
   31,590	
   29,852	
   32,829	
   34,621	
  



D.	
  Total	
  Cash	
  Available	
  (A+C)	
   33,880	
   35,240	
   33,740	
   31,855	
   33,005	
   33,034	
   33,341	
   29,766	
   31,932	
   29,899	
   32,981	
   37,790	
  



E.	
  Cash	
  Out:	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  



CASH	
  FOR	
  OPERATING	
  ACTIVITIES	
   33,600	
   34,170	
   32,790	
   30,845	
   31,166	
   30,983	
   31,865	
   28,424	
   30,885	
   28,747	
   28,812	
   31,278	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Labor	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Materials	
   5,870	
   5,600	
   7,470	
   6,240	
   7,892	
   5,200	
   7,900	
   5,400	
   5,400	
   5,600	
   5,600	
   5,600	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Other	
  Operations	
   8,230	
   1,530	
   1,720	
   3,210	
   2,100	
   1,908	
   2,965	
   2,024	
   2,085	
   2,147	
   2,212	
   2,278	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Equipment	
   0	
   4,500	
   0	
   0	
   0	
   0	
   0	
   0	
   0	
   	
  1,600	
   0	
   0	
  
	
  	
  	
  	
  	
  Taxes	
   0	
   0	
   2,400	
   0	
   0	
   2,400	
   0	
   0	
   2,400	
   0	
   0	
   2,400	
  
	
  	
  	
  	
  	
  Other	
   0	
   3,040	
   1,700	
   1,895	
   1,674	
   1,975	
   1,500	
   1,500	
   1,500	
   1,500	
   1,500	
   1,500	
  
CASH	
  FOR	
  FINANCING	
  ACTIVITIES	
   0	
   1,000	
   1,000	
   1,000	
   1,000	
   2,000	
   1,000	
   1,000	
   1,000	
   1,000	
   1,000	
   2,000	
  
	
  	
  	
  	
  	
  Bank	
  Loan	
  Repayment	
   0	
   	
  	
   	
  	
   	
  	
   	
  	
   1,000	
   1,000	
   1,000	
   1,000	
   1,000	
   1,000	
   1,000	
  
	
  	
  	
  	
  Loan	
  Repayment	
  to	
  the	
  Owner	
   	
  	
   1,000	
   1,000	
   1,000	
   1,000	
   1,000	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   1,000	
  



F.	
  Total	
  Cash	
  Out	
   33,600	
   35,170	
   33,790	
   31,845	
   32,166	
   32,983	
   32,865	
   29,424	
   31,885	
   29,747	
   29,812	
   33,278	
  



H.	
  Cash	
  End	
  of	
  Period	
  	
  (D-­‐F)	
  	
   280	
   70	
   -­‐50	
   10	
   839	
   51	
   476	
   342	
   47	
   152	
   3,169	
   4,512	
  



	
  










		

Month	

1	

Month	

2	

Month	

3	

Month	

4	

Month	

5	

Month	

6	

Month	

7	

Month	

8	

Month	

9	

Month	

10	

Month	

11	

Month	

12	

A.	Beginning	Balance	 1,450	 280	 70	 -50	 10	 839	 51	 476	 342	 47	 152	 3,169	

B.	Cash	In:	 		 		 		 		 		 		 		 		 		 		 		 		

CASH	FROM	OPERATING	ACTIVITIES	 27,430	 34,960	 33,670	 29,905	 26,995	 31,195	 33,290	 29,290	 31,590	 29,852	 32,829	 34,621	

					Cash	from	Services	 25,300	 28,840	 31,040	 27,545	 24,890	 28,890	 31,090	 27,090	 29,390	 29,852	 30,629	 32,421	

					Cash	from	Debtors		 2,130	 6,120	 2,630	 2,360	 2,105	 2,305	 2,200	 2,200	 2,200	 2,200		 2,200	 2,200	

CASH	FROM	FINANCING	ACTIVITIES	

5,000	 0	 0	 2,000	 6,000	 1,000	 0	 0	 0	 0	 0	 0	

					Cash	from	Owner's	Loan	 5,000	 0	 0	 2,000	 0	 0	 0	 0	 0	 0	 0	 0	

					Cash	from	Bank	Loan	 0	 0	 0	 0	 6,000	 1,000	 0	 0	 0	 0	 0	 0	

C.	Total	Cash	in	 32,430	 34,960	 33,670	 31,905	 32,995	 32,195	 33,290	 29,290	 31,590	 29,852	 32,829	 34,621	

D.	Total	Cash	Available	(A+C)	 33,880	 35,240	 33,740	 31,855	 33,005	 33,034	 33,341	 29,766	 31,932	 29,899	 32,981	 37,790	

E.	Cash	Out:	 		 		 		 		 		 		 		 		 		 		 		 		

CASH	FOR	OPERATING	ACTIVITIES	 33,600	 34,170	 32,790	 30,845	 31,166	 30,983	 31,865	 28,424	 30,885	 28,747	 28,812	 31,278	

					Cash	out	for	Labor	 19,500	 19,500	 19,500	 19,500	 19,500	 19,500	 19,500	 19,500	 19,500	 19,500	 19,500	 19,500	

					Cash	out	for	Materials	 5,870	 5,600	 7,470	 6,240	 7,892	 5,200	 7,900	 5,400	 5,400	 5,600	 5,600	 5,600	

					Cash	out	for	Other	Operations	 8,230	 1,530	 1,720	 3,210	 2,100	 1,908	 2,965	 2,024	 2,085	 2,147	 2,212	 2,278	

					Cash	out	for	Equipment	 0	 4,500	 0	 0	 0	 0	 0	 0	 0	 	1,600	 0	 0	

					Taxes	 0	 0	 2,400	 0	 0	 2,400	 0	 0	 2,400	 0	 0	 2,400	

					Other	 0	 3,040	 1,700	 1,895	 1,674	 1,975	 1,500	 1,500	 1,500	 1,500	 1,500	 1,500	

CASH	FOR	FINANCING	ACTIVITIES	 0	 1,000	 1,000	 1,000	 1,000	 2,000	 1,000	 1,000	 1,000	 1,000	 1,000	 2,000	

					Bank	Loan	Repayment	 0	 		 		 		 		 1,000	 1,000	 1,000	 1,000	 1,000	 1,000	 1,000	

				Loan	Repayment	to	the	Owner	 		 1,000	 1,000	 1,000	 1,000	 1,000	 		 		 		 		 		 1,000	

F.	Total	Cash	Out	 33,600	 35,170	 33,790	 31,845	 32,166	 32,983	 32,865	 29,424	 31,885	 29,747	 29,812	 33,278	

H.	Cash	End	of	Period		(D-F)		 280	 70	 -50	 10	 839	 51	 476	 342	 47	 152	 3,169	 4,512	

	


	29
30

	14-16
14
15
15

	Debriefing

	Debriefing:  Note: Ask for volunteers to answer the questions and explain their answers, checking with the group to see if someone has a different answer.

1. What is your general feeling about this business? Does it have enough cash to operate comfortably? 
[In two months, there was more cash out for operations than cash in from operations;  there is not much cash in the business, and in Month 3 the ending balance was negative;  the highest ending cash balance (except for last two months) was $839, only after a loan was disbursed. Cash revenues fluctuate throughout the year – from 24,000 to 32,000, cash expenses appear to be fairly uniform, the business is using external finance to smooth out the cash flow.]
2. What did the owner do to keep a positive cash flow each month? [Note: A positive cash flow means the business is able to meet all cash obligations or payments in that month and end with an increased cash balance than it started the month.]
[Brought in external cash to the business when the cash flow was negative but should not have repaid herself in month 3 and ended up with an overdraft at the bank ]
a. How much did she borrow? [7,000]
b. What were the sources of the external funds? Bank and personal savings.]
3. a.  Does this business have any cash reserves? [Cash is starting to accumulate at the end of the year, but there is no “cash out” item signifying a policy/strategy to put money aside in a reserve account.]
b.  How much does the owner need in monthly cash reserves in order to avoid having to borrow money?

[To be safe the business should have about 5-10% of its total cash expenses as cash reserves at any given time to be prepared for unexpected expenses or fluctuation of revenue.  In this case it would be about 1,500 - 3,000.]
4.    How many months in the year did the clinic need to get external    funds to cover its current cash needs? [22 months out of 12: 1, and 5 and 5]  
[Note: You need to look only at the cash in from services and debtors, and not owner’s cash and loans, also disregard the loan repayments in the cash out section; in other words, look at the business without external funds to see when there would have been a deficit.]  
a. Do you see any cash flow patterns over time?  [Costs for labor and materials do not fluctuate with sales volume, but cash for operations fluctuates due to no apparent pattern; services were low in months 1 and 5; timing of external funds coming in and investments and repayment to the owner caused the cash flow to fluctuate widely.]
b. What could have caused these differences? [Seasonal fluctuations affect the cash from services; collections were high in month 2 perhaps due to a special campaign to collect past-due payments; need to investigate why cash for operations was so high in month 1.]
5. What would have happened if the owner did not come to the rescue with her own cash in month 4?
[The cash flow would be negative unless a loan was available or she could have collected more from debtors.  NOTE: The net cash-in from the owner was only 1,000, as she repaid herself 1,000 during the same month. ] 
a. What decisions would she have had to make? 
[not pay herself a salary or take less salary, not buy as many supplies, or leave some of the bills unpaid, or not repay the previous money she put into the business from her savings]
b. What would be the consequences of these decisions for the clinic operations? [ if the cash flow in month 4 was negative, it would negatively reflect on the stability of the business, suppliers might be reluctant to sell on credit; and the bank could find it problematic in providing a loan in month 5 when the cash in from services is at its lowest level. ] 
6.    What do you think that this owner can do in order to build her cash reserves? [Lower expenses, increase service revenue, arrange for an overdraft facility so she has quick access to funds if she needs it, check inventory so not buying or storing what is not needed, arrange for credit from suppliers, collect faster from debtors, repay herself more slowly and wait until the end of the year; time the investments to coincide with excess cash, etc.]
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	Lecturette
Directed Large Group Discussion

	Lecturette:  Say: “Why is a Cash Flow Projection Important?
It is essential to project what is going to happen to cash flow to make sure the business has enough cash to survive. A cash flow projection serves as an “early warning system.” If the assumptions used to create the cash flow projections are realistic, the owner will know when he needs to have access to external funds or when expenses need to be cut or when investments can be made depending on the projected cash balances.
A cash flow projection, based on realistic assumptions, will help to:

1.  Identify potential shortfalls in cash balances in advance. 

2.  Make sure that the business can afford to pay suppliers and employees.

3.  Keep external stakeholders, such as banks, satisfied that the business is solvent.

Tell them: “When we make a cash flow projection, we base it on documented past cash flow experience. A cash flow statement shows how cash has flowed into and out of a business during a specific period of time in the past. A cash flow projection shows the cash that is anticipated to flow into or out of a business during a specific future period of time. 

If you understand a cash flow statement, you can easily create a cash flow projection using assumptions about the future, similar to assumptions you would use to create sales and expense projections for an operational budget.  But for a cash flow projection, you only consider cash coming in and going out, not what is owed you by debtors (accounts receivables), or what the business owes its suppliers (accounts payable).  So sources of cash can include collections from debtors and new external funds, and uses of cash can include repayment of loans; these transactions are not included in the operating budget, but are included in the cash flow projections. 

Directed Large Discussion:    Say: “Please turn to Making Cash Flow 

Projections-Large Group on page 18. Let’s work together to complete the
cash flow projection for Dr. Abich using the template on the following 
page, based on the assumptions provided below:

Dr. Abich will begin month 7 with a cash balance of 12,031. 

Dr. Abich plans to start administering TB screening and treatment during month 7. He anticipates that he will see at least 10 additional clients because of this new service. With consultation and lab fees, he believes cash from services will increase approximately 1,200 for month 7. Rent of 11,000 is due in month 7. Rent is paid once every six months. 

For months 8 and 9, Dr. Abich expects that cash from services will also see an increase due to the new service. He projects that for cash from services for these two months will increase the same as month 7, by approximately 1,200. Furthermore, he believes that cash from services will see an additional increase from the beginning of month 8 since it is the beginning of the malarial season. In the past, revenue from treatment of malaria has been 800 a month. 

Dr. Abich hired an additional nurse to be responsible for TB administration, so the monthly salary expense will increase to 20,600 beginning in month 7.

Because the collection of accounts receivables has been inconsistent, Dr. Abich and an office employee are planning a big effort to make sure they are collected on time. He anticipates that, on average, they will collect 2,200 a month going forward. 

During month 7, cash out for materials will increase due to increased supplies for malaria screening and treatment. Dr. Abich thinks 7,900 a month for months 7, 8, and 9 is adequate.

After reviewing the cash flow statement for the past six months, Dr. Abich is concerned about the amount of cash out for miscellaneous expenses (other expenses). He and his staff will be working hard to minimize these outflows to 1,500 a month for the following six months.

By the end of month 9, what will the projected cash flow be?"
[Note: This exercise uses information from a historical cash flow statement to think about projecting the upcoming 6 months of cash flow. The first 6 months on the template (shaded in grey) is the ‘historical’ cash flow statement’.  This information, coupled with the assumptions written in the directions, will be used to project Dr. Abich’s cash flow for the next 6 months.

Have a flipchart prepared with a blank cash flow statement for 4 months, use the PowerPoint slide and a whiteboard, or use the PowerPoint slide in edit mode to type in the answers.

Explain that the first 6 months are an actual account of cash flow, the Cash Flow Statement. ]

 “The first step when constructing a cash flow projection is to identify the beginning balance. As you will see on the cash flow statement on page 18, the cash end of the previous month becomes the beginning balance for the next month. Since we are projecting months 7 – 9, use the beginning balance from month 6. Record this in the beginning balance for month 7 on page 19.

We will use the information on page 18 to construct the cash flow projection for months 7-9.” 
[Ask the participants line by line what Dr. Abich anticipates for the cash in or cash out for the specific month. Tell the participants to record this information on the appropriate line.

“What goes on the beginning balance line for month 7? “[12,031]


“Will there be any cash from the owner?” [no]
“What does the information on page 18 tell us about cash from debtors? “ [2,200 per month] “So, what would be the number we put on this line?” [2,200]
“How about cash for services.?” [an increase of 1,200 per month]” What  number goes on this line?” [34,090]
“Any cash from sales?” [no]

“Any cash from loans?” [no]

“Is there anything we should put on the “other cash in” line?” [no]
“What is our total cash in?  (line B)": [36,290]

[Note: Continue to complete month 7. Then show the slide.
Continue to complete month 8. Then show the slide
Continue to complete month 9. –Then show the slide. See next page of Facilitator Guide for Key.

	10 minutes

40 minutes
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   Cash	
  Flow	
  Statement	
   Cash	
  Flow	
  Projection	
  



	
  	
   Month	
  
1	
  



Month	
  
2	
  



Month	
  
3	
  



Month	
  
4	
  



Month	
  
5	
  



Month	
  
6	
  



Month	
  
7	
  



Month	
  
8	
  



Month	
  
9	
  



Month	
  
10	
  



Month	
  
11	
  



Month	
  
12	
  



A.	
  Beginning	
  Balance	
   10,450	
   280	
   1,070	
   1,950	
   4,990	
   7,819	
   12,031	
   	
  	
  	
  5,356	
  	
   	
  11,622	
  	
   19,827	
  	
   27,031	
  	
   	
  31,548	
  	
  
B.	
  Cash	
  In:	
   	
   	
   	
   	
   	
   	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
CASH	
  FROM	
  OPERATING	
  ACTIVITIES	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Services	
   25,300	
   28,840	
   31,040	
   31,545	
   31,890	
   32,890	
   34,090	
   36,090	
   38,090	
   38,852	
   39,629	
   40,421	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Debtors	
  	
   2,130	
   6,120	
   2,630	
   2,340	
   2,105	
   2,305	
   2,200	
   2,200	
   2,200	
   2,200	
  	
   	
  2,200	
   	
  2,200	
  
CASH	
  FROM	
  FINANCING	
  ACTIVITIES	
   	
   	
   	
   	
   	
   	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Owner's	
  Loan	
   	
  	
   	
   	
   	
   	
   	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Bank	
  Loan	
   	
  	
   	
   	
   	
   	
   	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
C.	
  Total	
  Cash	
  in	
   27,430	
   34,960	
   33,670	
   33,885	
   33,995	
   35,195	
   36,290	
   38,290	
   40,290	
   38,852	
   39,629	
   40,421	
  
D.	
  Total	
  Cash	
  Available	
  (A+C)	
   37,880	
   35,240	
   34,740	
   35,835	
   38,985	
   43,014	
   48,321	
   43,646	
   51,912	
   58,678	
   66,660	
   71,969	
  
E.	
  Cash	
  Out:	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
CASH	
  FOR	
  OPERATING	
  ACTIVITIES	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Investment	
   	
   4,500	
   	
   	
   	
   	
   	
   	
   	
   1,600	
   	
   	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Labor	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   20,600	
   20,600	
   20,600	
   20,600	
   20,600	
   20,600	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Materials	
   5,870	
   5,600	
   9,870	
   6,240	
   7,892	
   7,600	
   7,900	
   7,900	
   7,900	
   8,000	
   8,000	
   8,000	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Other	
  Operations	
   12,230	
   1,530	
   1,720	
   3,210	
   2,100	
   1,908	
   12,965	
  	
   	
  	
  2,024	
  	
   	
  	
  	
  2,085	
  	
   	
  	
  2,147	
  	
   	
  	
  2,212	
  	
   	
  	
  	
  2,278	
  	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Equipment	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Taxes	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Other	
   	
  	
   3,040	
   1,700	
   1,895	
   1,674	
   1,975	
   1,500	
   1,500	
   1,500	
   1,500	
   1,500	
   1,500	
  
CASH	
  FOR	
  FINANCING	
  ACTIVITIES	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Bank	
  Loan	
  Repayment	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  Loan	
  Repayment	
  to	
  the	
  Owner	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
F.	
  Total	
  Cash	
  Out	
   37,600	
   34,170	
   32,790	
   30,845	
   31,166	
   30,983	
   42,965	
   32,024	
   32,085	
   33,847	
   32,312	
   32,378	
  
G.	
  Cash	
  End	
  of	
  Period	
  	
  (D-­‐F)	
  	
   280	
   1,070	
   1,950	
   4,990	
   7,819	
   12,031	
   	
  	
  5,356	
  	
   11,622	
  	
   19,827	
  	
   27,031	
  	
   36,548	
  	
   	
  41,791	
  	
  
H.	
  Funds	
  for	
  Family	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   5,000	
  	
   	
  	
  
I.	
  Cash	
  at	
  end	
  of	
  Period	
  (D-­‐F–H)	
   280	
   1,070	
   1,950	
   4,990	
   7,819	
   12,031	
   5,356	
   11,622	
   19,827	
   27,031	
   31,548	
   41,791	
  
	
  










	 Cash	Flow	Statement	 Cash	Flow	Projection	

		

Month	

1	

Month	

2	

Month	

3	

Month	

4	

Month	

5	

Month	

6	

Month	

7	

Month	

8	

Month	

9	

Month	

10	

Month	

11	

Month	

12	

A.	Beginning	Balance	

10,450	 280	 1,070	 1,950	 4,990	 7,819	 12,031	 			5,356			11,622		19,827		 27,031			31,548		

B.	Cash	In:	

	 	 	 	 	 	

		 		 		 		 		 		

CASH	FROM	OPERATING	ACTIVITIES	

		 		 		 		 		 		 		 		 		 		 		 		

					Cash	from	Services	

25,300	 28,840	 31,040	 31,545	 31,890	 32,890	 34,090	 36,090	 38,090	 38,852	 39,629	 40,421	

					Cash	from	Debtors		

2,130	 6,120	 2,630	 2,340	 2,105	 2,305	 2,200	 2,200	 2,200	 2,200		 	2,200	 	2,200	

CASH	FROM	FINANCING	ACTIVITIES	

	 	 	 	 	 	

		 		 		 		 		 		

					Cash	from	Owner's	Loan	 		

	 	 	 	 	

		 		 		 		 		 		

					Cash	from	Bank	Loan	 		

	 	 	 	 	

		 		 		 		 		 		

C.	Total	Cash	in	

27,430	 34,960	 33,670	 33,885	 33,995	 35,195	 36,290	 38,290	 40,290	 38,852	 39,629	 40,421	

D.	Total	Cash	Available	(A+C)	

37,880	 35,240	 34,740	 35,835	 38,985	 43,014	 48,321	 43,646	 51,912	 58,678	 66,660	 71,969	

E.	Cash	Out:	 		 		 		 		 		 		 		 		 		 		 		 		

CASH	FOR	OPERATING	ACTIVITIES	

		 		 		 		 		 		 		 		 		 		 		 		

					Cash	out	for	Investment	 	 4,500	 	 	 	 	 	 	 	 1,600	 	 	

					Cash	out	for	Labor	

19,500	 19,500	 19,500	 19,500	 19,500	 19,500	 20,600	 20,600	 20,600	 20,600	 20,600	 20,600	

					Cash	out	for	Materials	

5,870	 5,600	 9,870	 6,240	 7,892	 7,600	 7,900	 7,900	 7,900	 8,000	 8,000	 8,000	

					Cash	out	for	Other	Operations	

12,230	 1,530	 1,720	 3,210	 2,100	 1,908	 12,965		 		2,024		 			2,085				2,147		 		2,212		 			2,278		

					Cash	out	for	Equipment	 		 		 		 		 		 		 		 		 		 		 		 		

					Taxes	 		 		 		 		 		 		 		 		 		 		 		 		

					Other	

		 3,040	 1,700	 1,895	 1,674	 1,975	 1,500	 1,500	 1,500	 1,500	 1,500	 1,500	

CASH	FOR	FINANCING	ACTIVITIES	

		 		 		 		 		 		 		 		 		 		 		 		

					Bank	Loan	Repayment	 		 		 		 		 		 		 		 		 		 		 		 		

				Loan	Repayment	to	the	Owner	 		 		 		 		 		 		 		 		 		 		 		 		

F.	Total	Cash	Out	 37,600	

34,170	 32,790	 30,845	 31,166	 30,983	

42,965	 32,024	 32,085	 33,847	 32,312	 32,378	

G.	Cash	End	of	Period		(D-F)		

280	 1,070	 1,950	 4,990	 7,819	 12,031	 		5,356		 11,622		 19,827		27,031		 36,548			41,791		

H.	Funds	for	Family	

		 		 		 		 		 		 		 		 		 		 5,000		 		

I.	Cash	at	end	of	Period	(D-F–H)	

280	 1,070	 1,950	 4,990	 7,819	 12,031	 5,356	 11,622	 19,827	 27,031	 31,548	 41,791	
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	10 minutes
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	Paired Activity
Debriefing

	Paired Activity: Tell them: “Now that we have worked together to project Dr. Abich’s cash flow for months 7-9, please use the same approach as you work in pairs to complete months 10-12. If you turn to page 20, you will see additional information you can use to make your projections.

Once you have completed your projections, work together to answer the questions at the bottom of the page.
Dr. Abich is planning to purchase storage facilities to accommodate an increase in materials. The cabinets he would like to buy cost 1600. It is important that he purchase them in month 10, since, between the increase of patients and medical materials, he is running out of space to store supplies.

Dr. Abich believes that, between the increase of patients for TB-related services and the potential of additional clients for malaria treatment, revenue will increase by 2 percent per month for months 10, 11, and 12.

With the increase of patients and revenue, he believes that cash out for materials will also increase slightly. He will plan for 8,000 of materials for the following three months. 

Cash payments for operations (excluding rent) are expected to increase by 3 percent per month for the following six months. 

Dr. Abich plans to withdraw 5,000 in month 11 to support his family.

Debriefing:  Have each pair report out one portion of the months 10-12 cash flow projections. [For example, if there are 6 pairs, pair #1 could report month 7 cash in and pair #2 could report month 7 cash out, etc.]

Then ask if any other pair had a different answer and, if so, how they calculated it.

Review each line and record the correct information, then show the slide with the completed months information.
Ask:

1. "Will Dr. Abich have sufficient funds to pay the rent at the end of this period according to the forecast?" [Wait for a volunteer to answer and explain the rationale: yes. See cash flow projection for Month 1 of the next year when the rent of 11,000 is due[note: on next page of facilitator guide]
“It appears that he will have sufficient funds and even additional cash.  What ideas do you have for Dr. Abich to use that cash?” [Wait for volunteered answers: funds for family, more storage, invest to earn interest, purchase assets, hire additional staff.]
2. "Based on your experience of creating this cash flow projection, identify a list of issues that could affect the inflow or outflow of cash.” [Wait for answers: increased cost for materials or operations, equipment breakdown, late payments from patients, some patients not paying for services, less need for certain services, etc.]

[Note: If there is additional time, conduct a large group discussion regarding factors that affect cash flow:

Explain that the cash flow statement is like a checkbook – at the end of the day it tells you your cash availability.  There are many different factors that affect the rate of inflow and outflow of cash.  One of these is, for example, changes in sales.

Ask:
“How can change in sales affect the flow of cash?” [For example seasonality, high/low fluctuations can have a positive and negative impact.  It is important to recognize that if you can track these changes they can be anticipated and planned for.  During low sales periods perhaps additional advertising/promotion is necessary, loan for working capital, etc.].

“What else can affect the rate of inflow and outflow of cash availability?”  [bulk buying, equipment sharing, purchases and sales made on credit].

“How can buying supplies, materials, and stock in bulk affect cash flow?”

“What are strategies for buying in bulk?” [partnering with other providers to buy in bulk- or as a single provider: buy non-perishable items in bulk especially when you know they are high turnover items]
“Does anyone have an equipment sharing plan with other providers?”

“How does this affect the cash flow?”[minimize the amount of cash outflow to your percentage of the cost of equipment]
“If yes, how is it working?" 

 “What do you need for this to be successful ?” [agreement between parties stating the terms and conditions of how the equipment is shared.]
“Who has credit terms with suppliers?”

“How can credit terms affect the flow of cash?

“Many providers offer credit terms to corporate accounts.  What payment terms have you negotiated?  How have credit terms affected your flow of cash?”

“What challenges do you have with these credit clients?  How can you minimize the negative challenges? How can you maximize the results?

“What could happen to the cash inflow or outflow if you allowed many clients to pay after you provide service and then they do not pay you in a timely manner?”

“To summarize, there are two results that a cash flow projection can show.  What are the two results?" [Wait for answer: more or positive cash and less or negative cash.]

“If there is a positive cash flow at the end of a period what can you do with this? “ [Wait for answers: invest to earn interest, purchase assets, hire additional staff, etc.]

“If there is a negative (or less) cash flow at the end of the period, what can you do with this?” [Wait for answers:  improve collections, review product/service pricing, review advertising and promotion strategies, borrow, additional investors, etc.]
3. “What are some rules or ideas that you can think about that will be helpful when creating a cash flow projection?” [Wait for answers:
The near future almost always looks like the recent past:  Use the information from the Cash Flow Statement.  This information will provide you with an accurate picture of what has been happening in the business and when.  Seasonality, economic up or down turn, prices, etc.

Be conservative:  Big changes in a business do not change overnight.  If your cash in from services has been steadily increasing for the past 12 weeks, for example, continue with that steady increase – do not over estimate.

Consider what is changing that will influence results.  New hire? Change in costs of stock and materials? Additional/new equipment?]


	15 minutes
15 minutes
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   Cash	
  Flow	
  Statement	
   Cash	
  Flow	
  Projection	
  



	
  	
   Month	
  
1	
  



Month	
  
2	
  



Month	
  
3	
  



Month	
  
4	
  



Month	
  
5	
  



Month	
  
6	
  



Month	
  
7	
  



Month	
  
8	
  



Month	
  
9	
  



Month	
  
10	
  



Month	
  
11	
  



Month	
  
12	
  



A.	
  Beginning	
  Balance	
   10,450	
   280	
   1,070	
   1,950	
   4,990	
   7,819	
   12,031	
   	
  	
  	
  5,356	
  	
   	
  11,622	
  	
   19,827	
  	
   27,031	
  	
   	
  31,548	
  	
  
B.	
  Cash	
  In:	
   	
   	
   	
   	
   	
   	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
CASH	
  FROM	
  OPERATING	
  ACTIVITIES	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Services	
   25,300	
   28,840	
   31,040	
   31,545	
   31,890	
   32,890	
   34,090	
   36,090	
   38,090	
   38,852	
   39,629	
   40,421	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Debtors	
  	
   2,130	
   6,120	
   2,630	
   2,340	
   2,105	
   2,305	
   2,200	
   2,200	
   2,200	
   2,200	
  	
   	
  2,200	
   	
  2,200	
  
CASH	
  FROM	
  FINANCING	
  ACTIVITIES	
   	
   	
   	
   	
   	
   	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Owner's	
  Loan	
   	
  	
   	
   	
   	
   	
   	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Cash	
  from	
  Bank	
  Loan	
   	
  	
   	
   	
   	
   	
   	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
C.	
  Total	
  Cash	
  in	
   27,430	
   34,960	
   33,670	
   33,885	
   33,995	
   35,195	
   36,290	
   38,290	
   40,290	
   38,852	
   39,629	
   40,421	
  
D.	
  Total	
  Cash	
  Available	
  (A+C)	
   37,880	
   35,240	
   34,740	
   35,835	
   38,985	
   43,014	
   48,321	
   43,646	
   51,912	
   58,678	
   66,660	
   71,969	
  
E.	
  Cash	
  Out:	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
CASH	
  FOR	
  OPERATING	
  ACTIVITIES	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Investment	
   	
   4,500	
   	
   	
   	
   	
   	
   	
   	
   1,600	
   	
   	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Labor	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   19,500	
   20,600	
   20,600	
   20,600	
   20,600	
   20,600	
   20,600	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Materials	
   5,870	
   5,600	
   9,870	
   6,240	
   7,892	
   7,600	
   7,900	
   7,900	
   7,900	
   8,000	
   8,000	
   8,000	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Other	
  Operations	
   12,230	
   1,530	
   1,720	
   3,210	
   2,100	
   1,908	
   12,965	
  	
   	
  	
  2,024	
  	
   	
  	
  	
  2,085	
  	
   	
  	
  2,147	
  	
   	
  	
  2,212	
  	
   	
  	
  	
  2,278	
  	
  
	
  	
  	
  	
  	
  Cash	
  out	
  for	
  Equipment	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Taxes	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Other	
   	
  	
   3,040	
   1,700	
   1,895	
   1,674	
   1,975	
   1,500	
   1,500	
   1,500	
   1,500	
   1,500	
   1,500	
  
CASH	
  FOR	
  FINANCING	
  ACTIVITIES	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  	
  Bank	
  Loan	
  Repayment	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  	
  	
  Loan	
  Repayment	
  to	
  the	
  Owner	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
F.	
  Total	
  Cash	
  Out	
   37,600	
   34,170	
   32,790	
   30,845	
   31,166	
   30,983	
   42,965	
   32,024	
   32,085	
   33,847	
   32,312	
   32,378	
  
G.	
  Cash	
  End	
  of	
  Period	
  	
  (D-­‐F)	
  	
   280	
   1,070	
   1,950	
   4,990	
   7,819	
   12,031	
   	
  	
  5,356	
  	
   11,622	
  	
   19,827	
  	
   27,031	
  	
   36,548	
  	
   	
  41,791	
  	
  
H.	
  Funds	
  for	
  Family	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   5,000	
  	
   	
  	
  
I.	
  Cash	
  at	
  end	
  of	
  Period	
  (D-­‐F–H)	
   280	
   1,070	
   1,950	
   4,990	
   7,819	
   12,031	
   5,356	
   11,622	
   19,827	
   27,031	
   31,548	
   41,791	
  
	
  










	 Cash	Flow	Statement	 Cash	Flow	Projection	

		

Month	

1	

Month	

2	

Month	

3	

Month	

4	

Month	

5	

Month	

6	

Month	

7	

Month	

8	

Month	

9	

Month	

10	

Month	

11	

Month	

12	

A.	Beginning	Balance	

10,450	 280	 1,070	 1,950	 4,990	 7,819	 12,031	 			5,356			11,622		19,827		 27,031			31,548		

B.	Cash	In:	

	 	 	 	 	 	

		 		 		 		 		 		

CASH	FROM	OPERATING	ACTIVITIES	

		 		 		 		 		 		 		 		 		 		 		 		

					Cash	from	Services	

25,300	 28,840	 31,040	 31,545	 31,890	 32,890	 34,090	 36,090	 38,090	 38,852	 39,629	 40,421	

					Cash	from	Debtors		

2,130	 6,120	 2,630	 2,340	 2,105	 2,305	 2,200	 2,200	 2,200	 2,200		 	2,200	 	2,200	

CASH	FROM	FINANCING	ACTIVITIES	

	 	 	 	 	 	

		 		 		 		 		 		

					Cash	from	Owner's	Loan	 		

	 	 	 	 	

		 		 		 		 		 		

					Cash	from	Bank	Loan	 		

	 	 	 	 	

		 		 		 		 		 		

C.	Total	Cash	in	

27,430	 34,960	 33,670	 33,885	 33,995	 35,195	 36,290	 38,290	 40,290	 38,852	 39,629	 40,421	

D.	Total	Cash	Available	(A+C)	

37,880	 35,240	 34,740	 35,835	 38,985	 43,014	 48,321	 43,646	 51,912	 58,678	 66,660	 71,969	

E.	Cash	Out:	 		 		 		 		 		 		 		 		 		 		 		 		

CASH	FOR	OPERATING	ACTIVITIES	

		 		 		 		 		 		 		 		 		 		 		 		

					Cash	out	for	Investment	 	 4,500	 	 	 	 	 	 	 	 1,600	 	 	

					Cash	out	for	Labor	

19,500	 19,500	 19,500	 19,500	 19,500	 19,500	 20,600	 20,600	 20,600	 20,600	 20,600	 20,600	

					Cash	out	for	Materials	

5,870	 5,600	 9,870	 6,240	 7,892	 7,600	 7,900	 7,900	 7,900	 8,000	 8,000	 8,000	

					Cash	out	for	Other	Operations	

12,230	 1,530	 1,720	 3,210	 2,100	 1,908	 12,965		 		2,024		 			2,085				2,147		 		2,212		 			2,278		

					Cash	out	for	Equipment	 		 		 		 		 		 		 		 		 		 		 		 		

					Taxes	 		 		 		 		 		 		 		 		 		 		 		 		

					Other	

		 3,040	 1,700	 1,895	 1,674	 1,975	 1,500	 1,500	 1,500	 1,500	 1,500	 1,500	

CASH	FOR	FINANCING	ACTIVITIES	

		 		 		 		 		 		 		 		 		 		 		 		

					Bank	Loan	Repayment	 		 		 		 		 		 		 		 		 		 		 		 		

				Loan	Repayment	to	the	Owner	 		 		 		 		 		 		 		 		 		 		 		 		

F.	Total	Cash	Out	 37,600	

34,170	 32,790	 30,845	 31,166	 30,983	

42,965	 32,024	 32,085	 33,847	 32,312	 32,378	

G.	Cash	End	of	Period		(D-F)		

280	 1,070	 1,950	 4,990	 7,819	 12,031	 		5,356		 11,622		 19,827		27,031		 36,548			41,791		

H.	Funds	for	Family	

		 		 		 		 		 		 		 		 		 		 5,000		 		

I.	Cash	at	end	of	Period	(D-F–H)	

280	 1,070	 1,950	 4,990	 7,819	 12,031	 5,356	 11,622	 19,827	 27,031	 31,548	 41,791	

	


	Start Time: 3:20
	SECTION 5: IMPROVE CASH FLOW 
	10 minutes

	Slides
	Pages
	Learning Activities
	Facilitation Notes
	Duration

	41-42

	21

	Pop Ups

	Pop Ups:  Say: “There are two main strategies for improving your cash flow: 

1.  Accelerate cash inflow and 

2.  Delay cash disbursement.

If you have an answer to one of the questions below, please pop up 

out of your seat, stand up next to your chair and wait until I call 

on you.

Question #1:  What can you do to accelerate cash inflow?

[Possible answers:  Call up insurance or patients to collect accounts receivable, give incentives of 10% off if you pay cash today; increase marketing activities to increase sales; get loans or other external funding.]
Question #2:  What can you do to delay cash disbursement? [Possible answers: Negotiate with suppliers to pay in the future (credit), create a monthly payment plan for utilities to spread costs over the year, renegotiate loan repayments to make maturity longer and payment smaller; time capital expenditures to coincide with significant cash inflows.]
	10 minutes

	Start Time:  3:30
	SECTION 6:  SUMMARY AND EVALUATION 
	30 minutes

	Slides
	Pages
	Learning Activities
	Facilitation Notes
	Duration

	43-44
45

46

47

	25-26
22

24

	Individual worksheet

Next Step

Post-Test

Individual assessment and Report outs

Overview of next sessions and schedule


	Evaluation:  Have each participant complete the evaluation form for the session, tear it out and hand it to you or put it on a table.

[Note: You never want to end a training session with an evaluation, because all of the energy of the group dies down.]

Next Step:  Tell them: “Now that you know how to read a cash flow statement, you need to (1) analyze your cash flow on a weekly or monthly basis (2) list your assumptions for cash coming in and going out on a separate paper, (3) make a cash flow projection using the blank cash flow statement provided on page 23.

Post-Test: Hand out the Post-Test and have the participants complete it. Go through the answers, drawing them from the group, so they can mark what is wrong (using the honor system). (Just have them put a check mark in front of the questions they got wrong and then add them up, placing the number wrong in the upper right hand corner.) Hand them their Pre-Tests for comparison purposes. Give a small prize to the people who learned the most (decreased the number wrong by the greatest amount). Then collect all Pre and Post Tests.
Key Takeaway:  Have each participant identify the most important idea or technique that they gained from the session and write it down.

Tell them:  “In lieu of a summary by me, all of you are going to stand and take turns (when you have a ball in your hand) identifying your key take away from the session. Once you have spoken, throw the ball to someone else to speak and then sit down. It will then be easy to tell who has yet to speak by those who are left standing. Don’t be concerned if someone says what you planned to say. If that was your key takeaway, say it anyway.”

Series Overview:  Make sure that everyone knows what the next session is (subject and agenda) and the necessary logistical information so that they can attend: day, time, place, how to enroll, etc.)
Thank them for coming, remind them about the Next Step, and close the session.
	5 minutes

5 minutes
10 minutes
10 minutes


	End Time:  4:00
	ADJOURN 
	


DISCLAIMER

The author’s views expressed in this publication do not necessarily reflect the views of the United States Agency for International Development or the United States government.


