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· Explain how cash and accrual accounting differs for each of the events listed in the above scenario and describe the proper accrual accounting.
BizCon will use two accounting methods. These accounting methods are cash and accrual basis.  Cash basis is used by small business and personal finances.  Cash method are mainly used for profits when money is received in cash and for expenses when the money is paid out to our suppliers.  Cash could be used also for small financial operations and for daily accounting activities. Accrual basis is revenue when it is produced expenses goods and services it is incurred. Reading the scenario, BizCon’s equipment suppliers prefer to be paid in cash and not in credit or in any other type of payment on deliveries.  BizCon’s is recording cash for the purchase of goods, services, and products.  The proper accrual method shows that BizCon does not pay cash when it has customers. In contrary, BizCon pays in other type of payment, such as; checks or credit when it needs to recorded the transaction for immediate pay item in accounts receivable until the payment has been received.  BizCon will purchase supplies for the month of August on credit, the line of credit will be extended and this would be used as an accrual method in a business expense. 
· Assess how at the end of the year, BizCon reported a favorable net income, yet the company's management is concerned because the company is very short of cash. Explain to management how BizCon could have positive net income and yet run out of cash.
As we all know, BizCon is one of the largest consulting firm. However, their accounting methods are questionable, we have doubts on its distribution in cash and placement of processes.  BizCon has two accounting methods, these are cash method and accrual accounting. Today, Larger companies and organizations have the benefit for special financing of 180-day with a non-payment whatsoever of its obligations until the period expired. In some cases, larger companies find an excellent deal doing this type of transaction. On the other hand, there are companies and businesses that prefer to pay in cash its obligations as they solve the financial deficit and other obligations with suppliers. From other perspective, the line of credit will increase the possibility of purchase more items and will generate option to the business on how to payback its obligations. This offer could only be full fill by those big organizations that have reputation and have the possibility to respond with assets and equity.  It would be more understandable to offer the benefit of paying cash and not credit to smaller companies because it would accumulate more credibility over the time. Therefore, it will have more sense to offer special financing to larger companies who are paying BizCon on a regular time basis period. 
BizCon is an organization that have done remarkably well in the first year. However, the company is subjected to pay the supplier in form of cash payment because the line of credit is not significant yet. The company should consider also to pay its employees, the business expenses, and the business associates, so it should generate enough cash to cover all its obligations.  Looking at this from an accounting aspect an example is the cash-flow for a certain period = cash in ($1000 cash services) less cash out ($2000 cash paid out to a supplier) = -$1000 cash-flow in the financial reporting period.  Which is a negative cash flow result.  The explanation of why BizCon has a positive net income and negative cash flow is because the company paid off the insurance for the period of two years.  The company has paid $350,000 for two years of insurance, accounting guidelines only allow BizCon to claim a small portion of the insurance expense every year, BizCon paid $350,000 in cash today for two years of future coverage.  While the company’s CPA must report corporate income, which may be taxable of $125,000 first year, the company has a negative cash flow for the year of $250,000 (350,000-250,000).  Therefore, the business may run out of cash to keep the business afloat, even if it is making revenue.

