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Great Plains Medical is located in Nebraska. The town’s primary businesses
support the surrounding agricultural areas. A sizable percentage of the town’s
population is senior citizens, residing here from spring through fall and spending
the winter months in warmer climates. The medical facility sees a large increase
in patient load during the fall months from farm accidents when the crops are
harvested, medical needs of the families of migrant agricultural workers, and
the normal injuries associated with high school football. The winter months are
much slower, with farmland dormant and seniors gone for the coldest months.
The cash budget in Figure 8-6 shows the financial impact on two selected months
during the facility’s budget year: March and October. George Trafford is the
financial manager for the medical facility and has developed this cash budget
for the upcoming fiscal year. Mr. Trafford reviews the cash budget with his boss,
identifying those months where the facility will expect to have to finance negative
cash flow for a period of time.

MARCH  OCTOBER

Blue Cross/Others Insurance 145,000 210,000

Medicare/Medicaid 165,000 225,000
Private Pay 40,000 45,000
Miscellaneous Receipts 5,000 5,000

CCASH RECEIPTS 355000 485,000
Personnel Costs. 150,000 170,000
Payments to Suppliers 25,000 30,000
Capital Assets Purchased 10,000 40,000

CASH DISBURSEMENTS 385,000 440,000
MONTHLY CASH FLOW. (30,000) 45,000
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Figure 8-6 An example of a monthly cash budget.
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PA“SE 1. What is the purpose of the cash budget?

q &
. 2. In Example 2 the Great Plains Medical facility had budgeted negative

nE"le cash flow for the month of March of $30,000. In the full year cash
budget, February had budgeted negative cash flow of $47,500 and April
was negative $25,000. January, including insurance payments from care
provided near the end of the prior year, was budgeted at break-even cash
flow. All of the other months for the year were budgeted with positive
cash flow. At the end of the calendar year on December 31, what is the
minimum level of cash reserves necessary to pay operating costs of the
facility without using borrowing?
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