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A cash budget is a projection of how your business will earn and spend money during a future period. Preparing a cash budget is important because the process forces you to think about your expectations and plan. It is important to follow your cash budget unless unforeseen circumstances arise because adherence to a plan can discipline your spending.
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A cash budget majorly comprises of three general parts namely; time-period, desired cash position and estimated sales and expenses. Time specifies how long the given cash budget will apply and it can be either six months, one year or two years. Desired cash position shows the amount of cash the one should have after the end of the budgeted period. The last part of a cash budget entails estimated sales and expenses. This includes items like payroll, advertising, and receipts and other incomes.
Estimated sales and expenses represent the most complex part of a cash budget. Elements of this section include; the cash balance, cash collections, cash disbursements, cash surplus or deficiency and lastly is the ending cash balance.
The beginning balance shows how much money you have before you account for any expenditures or additional income. Cash collections are any monies your business takes in, such as sales receipts. Cash disbursements show where you have spent some of your money, such as on employee pay. Cash surplus or deficiency indicates whether your business funds are sufficient to meet operating expenses and pursue projects. Financing indicates revenue on investments. The ending cash balance is how much you have left over once all your expenses are deducted and your income is added.
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