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Business Q & A Assignment
Name
Institution of Affiliation

Instruction
1. As described in the textbook explain the concepts of money, cash, and cash equivalents. 
Money
Money is defined as the unit of accounting, the store of value, and the unit of accounting. Merchants use it to complete a transaction in buying labor, capital, asset, or  any other product. It must be acceptable between the trading parties and it must serve the three basic functions.
Cash
Cash is the physical representation of money in form of currency such as coins and notes. In finance and bookkeeping, cash is placed under the current assets that can be accessed within a short notice in the event of a rising need.
Cash equivalents:
Cash equivalents are short term investments that can readily provide an enterprise with cash when such needs arise. The investment period should not be greater than three months. They are highly liquid investments easily sellable in the market and their dollar amounts are known i.e. their market price are known and not subject to fluctuations. 
2. Explain the importance of managing your business’s money.
Financial management is essential in any business enterprise as the merchants keep track of their cash flow, profits, and the financial ability of the enterprise. The owner of the enterprise must control all the activities that have a direct or indirect impact on the finances of the business.
3. Explain the basics of managing cash flow.
Management of cash flow ensures smooth running of business i.e. makes sure the business is not running on empty pockets. It also ensures that a business can pay all its expenses and predict on revenues. The following are the basics for managing cash flow in a business:
i. Generate a cash flow budget
ii. Spot the sensitive areas in your cash flow
iii. Manage your credit extension to the customers
iv. Payables should be up to date
v. Focus on expenses reduction
vi. Effective use of credit i.e. use it when needs demand and the financial situation allow.
vii. Invest the surpluses.
Essentially, there two kinds of cash flows; positive cash flow and negative cash flow. Positive cash flow occur when amount of cash coming from outside is more than the one leaving i.e. the revenues are more than the expenses.​ Negative cash flow occurs when cash outflow is more than the inflow. 
4. What is the process in reconciling bank and company book balances 
Bank reconciliation entails balancing the accounting records of an enterprise for a cash account to its corresponding information in bank statements. The goal is to establish the differences between the two and correct them appropriately. The following procedure is used in the reconciliation using an accounting software package:
i. Enter the module for bank reconciliation software. A list of uncleared checks and deposits will appear. 
ii. Check off all the checks that are indicated on the bank statement as having being cleared by the bank.
iii. Check off all the deposits that are indicated to have cleared with the bank in the bank statement.
iv. Enter all the bank charges appearing on the statement as expenses
v. Enter the balances on the bank statement  and if the book and bank balances match, then save all the changes recorded and close the module. If the two balances do not match, then the books and statements ought to be reviewed for additional reconciliatory items. The following items should be checked:
· Checks recorded at different amounts in the books and the statements
· Deposits recorded at different amounts in the books and the statements
· Checks in the statement records but missing in the books
· Deposits in the statement records but missing in the company book records
· Inbound wire transfers from which lifting fee has been extracted
5. Explain the method to develop a cash budget.
There are three methods used to develop a cash budget for a business enterprise:
i. Receipts and payment method- the cash budget is prepared in columnar form with the first column being the receipts and the second being the payments. The total receipts are added to the opening balances and the payments are extracted to get the closing balances.
ii. [bookmark: _GoBack]Adjusted profit and loss method- also known as the cash flow statement and its capture a long period with more details of incomes and expenses. Only the non-cash transactions are considered in generating the cash budget. Profit is adjustments are done by adding back capital receipts, stock, depreciation, work in progress, provisions, increase in creditors, decrease in debtors,  and by deducting capital payments, dividends, stock increase, debtors increase, and creditors decrease. Adjusted profits represent the closing balances.
iii. Balance sheet method- it is similar to the adjusted profit and loss method. All the items of the balance sheet are placed in respective sides except cash and the amounts balanced.
6. Describe the strategies for preventing and coping with cash flow problems. 
In most businesses, it is common to have cash flow crises. The strategy employed in addressing these problems determines if the business remains alive. Some of the strategies include:
i. Anticipating problems before they occur- monitoring market dynamics, keeping tabs on the cash flow forecasts, or detecting troublesome buyers or suppliers may help a business owner to detect cash flow problems long before they happen.
ii. Credit access- when the business is rapidly growing, for example, a new contract has just been secured, cash flow problems can be avoided by acquiring loans or overdrafts.
iii. Top stock management- reconciling stock records at the same time of bank reconciliation may help a business to spot the items that need reordering and prepare finances in advance.
iv. Keep a cash flow forecast- for example, using a simple spreadsheet list of incomes and expenses on a monthly basis
v. Keeping on top of payments- invoices should be sent promptly to ensure bills that are due are paid. Clear payments with suppliers and buyers can also help prevent cash flow crises.
7. What are the steps in implementing strategies for coping with cash shortages? 
· Start accepting credit cards to increase cash flow
· Accept electronic payment options
· Dispose unused assets
· Get rid of old stock 
· Shift the receivables to a finance company
· Ascertain credit ratings before a credit sale
· Reconcile the account payables
8. Describe the three types of capital financing and their costs and trade-offs.
i. Equity Capital- in spite of it being the most favorable capital forms for businesses because it is not payable, it can be expensive. It also requires effort to grow the businesses that use it, for example, Microsoft that uses equity capital, generates enough returns to justify its pure equity capital structure. 
ii. Debt Capital- this type of capital must be paid back but before then, the owner of the capital (mostly a finance company or a wealthy individual) accepts to receive interests in exchange. Interest paid is the cost of capital in this case.
iii. Specialty Capital- such type of capital is the gold standard for investing firms. The economic cost is minimal or absent and can take the limits off of growth. Examples are insurance float or vendor financing.
9. What type of businesses typically has characteristics of a business that must determine its ability to raise capital? 
· Sole proprietor
· General proprietor
· Limited partnership
· Limited companies
· S-corporation
· C-corporation
10. How should you determine which type of financing is best for your business?
In determining the best type of financing to use for a business, it essential to know how much you need and for what purpose. The purpose can be to start up a business, buy an asset, or to manage cash flow crisis.  Thereafter it is advisable to decide whether to use debt or equity financing; each of them has its advantages and disadvantages. Debt financing is payable while equity financing is non-payable. However, with equity financing gives other parties stake to the investment hence profit contraction.
 11. Describe the differing needs for financial management at each stage of business life. 
Managing finances is crucial for all levels of a business life and is used in the for the following purposes: 
· from project evaluation
·  investments
· during mergers and acquisitions
· audits and post returns management
· for creating balance sheets
· risk management
· development of controls
12. Describe techniques to manage short-term assets. 
 Short term assets are managed using asset backed loans, , letter of credit, commercial papers, provisionary notes, and repurchase agreements. Managing the assets help a business to have control of its cash flow and grow its inventory.
 13. How do you calculate the value of the assets in a business? 
Using the asset value formula, it is calculated by taking the total current market value of all assets divided by the outstanding shares of the company.
14. Describe techniques for managing fixed assets. 
Fixed assets are managed using the various ERP software available which tracks locations, maintaining requirements, quantity, condition, depreciation status. It is efficiently managed via best corporate governance framework like Dodd Frank and SOx Audit Techniques.
15. Calculate ratios used to analyze capital investment decisions. 
Ratios like P/E, ROi, ROE, IRR, and Debt to Equity are calculated.
Debt to equity ratio = 
Debt to EBITDA ratio = 
Price-Earnings ratio = 
ROCE (return on capital employed) = 
ROE (return on equity) = 
Therefore, ROCE > ROE
16. Describe the advantages of renting or leasing capital equipment.
· The full cost of the equipment is not paid, especially for those that are too expensive for the business
· The cost of leasing is spread over a period of years, which reduces the burden of payment every month or year
· There is no risk of damage in case the equipment breaks down, the liability is solely on the leasing firm
· The rent paid every month / year is taken as revenue expense and deducted from taxable income, thereby giving tax benefits
· There is no risk of the equipment becoming obsolete as the leasing firm can replace it or upgrade it at a minimum or no cost.
 17. Describe techniques to manage and improve the operations of a business. 
· Utilize a sequential flow pattern in the process- most firms, especially manufacturing ones use a U –shaped design whereby the processes begin and ends at the front of the facility. 
· reduce backtracking of work in the processes- Sending parts back in the process can create confusion because tracing the part in the process may become difficult; it can also delay the progress of other steps in the process.
· Reduce material movement- moving of material is a non-value adding activity that takes time and can lead to parts getting lost or ending up at the wrong locations. 
· Emphasize bottleneck management- this limits the system’s overall capacity to avoid equipment strain.
· Minimize inventory-inventory takes up space in your process, and you can reduce the size of your facility by reducing it. While some of it may be necessary for the smooth running of the firm, others may be unneeded and interfere with the smooth flow of processes in the firm. 
18. What is the need for and value of documenting a business operation.
· Documentation instills confidence within your business, among potential investors and your clients.
· Documentation provide for governance through development of  articles of association that govern the operations of the firm
· Documentation keep a firm compliant to the business laws in the relevant country
· Documentation safeguards an enterprise’s integrity
