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Capital Acquisition
Every business requires assets for its operations. Thus, the significance of capital acquisitions in every business including healthcare cannot be overstated. Capital acquisition refers to the purchase of major assets in a business. According to Andor et al, (2015) capital investment is long-term project. It entails high risk projects which huge profits are estimated and long periods of time are taken between the preliminary investments and the estimated returns. In every business high quality products and services creates a competitive edge. Thus capital acquisitions such as the renovation of the nursing lounge in healthcare are essential.
Moreover, in today’s tech savvy business world capital acquisitions play an integral role in ensuring that a healthcare facility remains ahead of competition. Nevertheless, the primary purpose of capital acquisition is growing the sales and as a result increasing profits (Andor et al, 2015). In addition, the hospital is assumed to have access to impeccable financial markets thus allowing the hospital to finance the renovation of the nurse lounge. Capital acquisitions are based on several assumptions such as capital decisions are mostly irreversible as well they are long term. In addition, these projects involve huge sums of money. Furthermore, the future benefits of capital acquisitions are spread over several years hence not instant (Rossi, 2015). 
Justification for Capital Acquisition
Nurses are the majority of the hospital workforce, an integral part of the medical staff and the mortar that grips together the patients and the care team. Nurses are tasked with majority of the hospital duties including caring for the sick and dying and this seriously exposes them to extreme stress and therefore the need for refueling and exhaling thus the need for a nurse’s lounge.  A nurse’s lounge is the protected area where the hard-working health staff can retreat to have a break and cool down away from their work stations. It should be located on a neutral place away from the care delivery locations and should be furnished with refreshments, privacy and resting places.
Having witnessed a high nurse exit turnover, complains, poor morale and depressing work environment, renovating the nurse’s lounge would enhance nurse’s motivation improving the quality of the services they offer. A motivated medical staff would offer quality services that in turn would place the hospital in a better place in the market by increasing the patient turnover increasing the revenue collection. Social connection is vital for nurses as getting to know their coworkers personally can improve their service delivery.
 Rossi, (2015) claims that failure to plan is preparing to fail hence when undertaking the renovation proper planning and proper documentation of the processes used to evaluate expenditures should be done to track expenses and be reviewed in future for planning.  Conversely, a capital acquisition is not only costly but also time consuming.  Correspondingly, it would not come as a surprise if the nurses chose to misuse the lounge and spend most of their time relaxing while their duties suffered.
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Project Request 

	Proposed 
	FY 2018
	FY 2019

	Project Name
	Priority
	Total Project Cost 
	Funding
 
	Funding Method 
	Funding
	Funding Method 
	Funding 
	Funding Method 

	Nurse Lounge Renovation
	1
	5,000,000
	$5,000,000
	Hospital Funds
	Hospital Fund
	$5,000,000
	Hospital Fund 
	$5000,000

	Future General Hospital Nurse Renovation Lounge 
	$5,000,000
	$5,000,000
	$2,500,000
	$2,500,000

	
	
	
	
	
	
	
	
	



Several ways can be used to improve a capital budget such as the one above.  The organization should avoid overestimating the cost of the project.  Moreover, the firm must not assume that profits levels in the organization will not change even when it fails to undertake the renovation of the nurse lounge.  When rival hospitals are motivating their nurses to perform better that will definitely affect an organization. The nurses will start looking for organizations with a better working environment and move there. This would result in constant hiring which is costly to the organization in the long run.  Moreover, firms may also be cautious not to dismiss qualitative factors in capital budgeting (Bradshaw, 2018).  Although many organizations are cautious about investing in ambitious projects the management must consider the long-term impact of the project on the revenues and quality of work. 
Cost Calculation Process
Determination of the total amount of money that the nurse lounge will cost is the initial step. This will include the cost of the raw materials, cost of labour and any other overheads incurred. Secondly there is determination of the the cash flows that the project will return. This will be brought about by the quality service delivery that will be offered by the nurses due to the motivation that they will get. In return the revenue that will be generated in the project lifespan will be used to project an income statement (Bradshaw, 2018). Determination of the residual value of the nurse lounge is the third step. This is a requirement as predetermined number of future cash flows is required. The nurses lounge will not have a projected ending, thus calculation of the terminal value will be calculated by dividing the final cashflow with the discounting rate. Calculation of the yearly cash flows of the project will be calculated by incorporating values from the above three steps. Cash inflows will be shown as positive while cash outflows will be shown as negative. The cash flows will be aligned to the period they occurred and by summing each period’s cash flows together the yearly cash flows will be determined. The final step is calculating the net present value of the cash flows. The NPV is the total of the present value of every year’s cash flow. The following formula is used:
PV of Cash Flow = Cash Flow ÷ (1 + Discount Rate) Year
Decision rule:
If NPV is positive (+): accept the project
If NPV is negative(-): reject the project (Bradshaw, 2018)
It is evident that the cash flow of a company are fundamental in capital budgeting.  Therefore, discrepancies in cash flow would definitely affect calculations.  Capital acquisitions decisions should be based on actual cash flows ("Capital Budgeting Best Practices - Learn How to Evaluate Projects", 2019).  Cash flows of an organization are computed on after-tax basis.  Hence, if the organization computes its cash flow before tax and uses it in capital budgeting that would not only be questionable data but also it would bring a discrepancy.  In addition, sunk costs should be ignored while calculating the cost. This is because sunk costs have already had their impact on the organization’s financial statements ("Capital Budgeting Best Practices - Learn How to Evaluate Projects", 2019). 
Plan for Budget Management
The first step will be setting a realistic goal of renovating the nurse’s lounge. Afterword’s  the organization will identify the incomes and the expenses that will come along with the project or unit. Every income and expense should be documented to keep track of transactions involving a unit, department or project. According to Grohar-Murray et al, (2016) separation of needs from wants comes next as unnecessary spending should be discouraged to avoid overspending funds on non-essential issues while the funds could be directed to activities that are more important. Fourthly, an organization designs its budget.  It is imperative that that the expenses don’t exceed the capital as the may halt the project or unit halfway through. Employee involvement in budget management is vital.  staff opinions should be heard as they would bring about ideas that would assist in cutting costs. additionally, involving one’s team helps it understand the budgeting process and creates a sense of ownership.  
There are several assumptions included in budget management such as income exceeds expenses. A budget is a plan for spending funds; the money to spend must be present.  Additionally, budgeted expenses are also assumptions even though each expenditure is based on a previous expenditure it is assumed that they will not change. Profits are the primary focus of every budget.
Financial Impacts of Capital Acquisition
The financial impact of capital acquisition to an organization is both long term and short term. Capital acquisitions are costly and require massive financial power to undertake. Therefore, the short term the organization is forced to raise funds either through debt or otherwise to see the project through.  This forces an organization to scale down on its current expenditure to spare money for a capital acquisition.  However, in return the capital acquisition starts yielding results in future.  This result in increased sales thus increased revenues and eventually increased profits. The quality of services also improves and more consumers are willing to use the facility for their medical needs.  Consumers are always willing to pay more for premium services resulting in an increase in revenues (Watt, 2019). 
However, any project to be undertaken capital is needed for funding the project. According to Coleman et al, (2016) capital can either be raised through equity or through procurement of a debt. This types of financing capital carry some expenses that must be incurred to access funds. Cost of equity is contributed by selling shares hence shareholders will be entitled to dividends. The cost of debt will be the interest that will be charged by the lender. Although debt financing will be cheaper to the investment, both methods of financing affect the hospital’s profit margins.
Debt financing positively affects profitability as it allows the hospital leverage present funds paving way for much quicker growth than it have otherwise been plausible. When debt capital is used effectively, it results in increased revenue that exceeds interest payments. Interest payments will reduce the hospitals tax burden since they are tax-deductible (Coleman et al, 2016).
Equity financing on the other hand will have shareholders who will have limited ownership rights of the hospital and will receive dividends when then hospital makes profits. Profits of a company financed by debt will be shared by the hospital owners alone which can be reinvested back to generate even higher returns while those of hospital financed by equity have to share them with the shareholders. 
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