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Questions to be discussed
1. Terms Similar to Cash Accounting

2. Cash Accounting, examples, problems
3. Cash and Cash equivalents. 

4. Cash flow 
5. Cash flow statement. 

6. Proceeds in pharmaceutical institutions
7. CASH BOOK
New terms:  
Cash book: Cash book is a book in which receipts and payment of cash are
recorded.
Petty cash book: A petty cash book is used to record all cash payments of
smaller demoniations.
Contra entry: If the same entry appears on both debit and credit side then
the entry is referred to as contra entry
Proceeds are the cash received from the sale of goods or services and can be discussed as gross or net. Gross proceeds are the total amount of cash received, while net proceeds are the amount of cash received from the sale after paying for expenses, fees and taxes.

Cash is bills, coins, bank balances, money orders, and checks. Cash is used to acquire goods and services or to eliminate obligations. Items that do not fall within the definition of cash are post-dated checks and notes receivable. Most forms of cash are electronic, rather than bills and coins, since cash balances can be stated in the computer records for investment accounts. Cash is listed first in the balance sheet, since the reporting sequence is in order by liquidity, and cash is the most liquid of all assets. A related accounting term is cash equivalents, which refers to assets that can be readily converted into cash.

A cash account is a brokerage account that requires the account holder to render full payment in cash for any securities purchased by the settlement date. The account holder has not elected to, or has not been allowed to, make purchases of securities on margin. A purchase made on margin is one using funds borrowed from the brokerage.

An investor may choose to use a cash account in order to engage in conservative investing practices that do not involve the use of borrowed funds. Doing so limits the amount of securities that can be purchased, and therefore the upside potential of an investing strategy, but also limits the downside loss if the market prices of securities decline. Given this low-risk use of cash, many investors choose to follow up with lower-risk investment strategies for securities purchased through a cash account.

If a cash account is set up as a trust account (that holds cash in trust for another party, such as a child), the investment strategy is usually especially conservative, since the person initiating and funding the trust may be most interested in maintaining the cash stored in the account to a greater extent than increasing the return on investment of those funds.

Information on the topic
Cash accounting is an accounting methodology under which revenue is recognized when cash is received and expenses are recognized when cash is paid. It is most commonly used by smaller businesses, since it is easy to understand and does not require someone with an advanced knowledge of accounting practices. A larger business will use accrual accounting, where revenue is recognized when earned and expenses are recognized when incurred.

Depending on the software package, cash accounting may be available as an option, so that one can set a flag in the system when setting it up. Once the setup is complete, the software will produce financial statements using cash accounting.

Example of Cash Accounting

A company bills a customer $10,000 for services rendered on October 15, and receives payment on November 15. A sale is recorded on the cash receipt date, which is November 15. Similarly, the company receives a $500 invoice from a supplier on July 10, and pays the bill on August 10. The expense is recognized on the date of payment, which is August 10.

Problems with Cash Accounting

There are problems with cash accounting. First, it can be used to manipulate the financial results of a business, since not recording a cash receipt can delay revenue recognition, and delaying a supplier payment will defer the recognition of expense. For example, a business owner who wants to report a reduced level of taxable income would accelerate payments to suppliers at year-end in order to increase the recognized amount of expenses.

Another problem is that revenues and expenses are not accrued, which can result in a financial picture of a business that is incorrect. For example, if a contractor has done a substantial amount of work on a long-term project but is not yet able to bill the work to date, the contractor will record a loss under cash accounting because there is not yet any revenue. Under accrual accounting, the contractor would have been able to recognize the revenue associated with the work to date.

Cash accounting is also known as cash-basis accounting.

Cash flow is the net amount of cash that an entity receives and disburses during a period of time. A positive level of cash flow must be maintained for an entity to remain in business, while positive cash flows are also needed to generate value for investors. The time period over which cash flow is tracked is usually a standard reporting period, such as a month, quarter, or year. Cash inflows come from the following sources:

Operations. This is cash paid by customers for services or goods provided by the entity.

Financing activities. An example is debt incurred by the entity.

Investment activities. An example is the gain on invested funds.

Cash outflows originate with the following sources:

· Operations. This is expenditures made as part of the ordinary course of operations, such as payroll, the cost of goods sold, rent, and utilities.

· Financing activities. Examples are interest and principal payments made by the entity, or the repurchase of company stock, or the issuance of dividends.

· Investment activities. Examples are payments made into investment vehicles, loans made to other entities, or the purchase of fixed assets.

An alternative way to calculate the cash flow of an entity is to add back all non-cash expenses (such as depreciation and amortization) to its net after-tax profit, though this approach only approximates actual cash flows.

Cash flow is not the same as the profit or loss recorded by a company under the accrual basis of accounting, since accruals for revenues and expenses, as well as for the delayed recognition of cash already received, can cause differences from cash flow.

A persistent, ongoing negative cash flow based on operational cash flows should be a cause of serious concern to the business owner, since it means that the business will require an additional infusion of funds to avoid bankruptcy.

A summary of the cash flows of an entity is formalized within the statement of cash flows, which is a required part of the financial statements under both the GAAP and IFRS accounting frameworks.
CASH BOOK
A cash book is a special journal, which is used for recording all cash
receipts and cash payments. Cash book-both a journal and a ledger

The cash book is a book of original entry (or prime entry) sincentransactions are recorded for the first time from the source documents. The cash book is a ledger in the sense that it is designed in the form of a cash account and records cash receipts on the debit side and cash payments on the credit side. Thus, the cash book is both a journal and a ledger.
 Types of cash book 

The various types of cash book from the point of view of uses may be as
follows:
1. Single-column cash book: This cash book has one amount
column on each side. All cash receipts are recorded on the receipt side and all cash payments on the payment side. In fact, this book is nothing but a Cash Account. Hence, there is no need to open this account in the ledger. Its format is shown below:
2. Two-column cash book: This cash book has two amount columns (one for cash and another for discount) one each side. All cash receipts and discount allowed are recorded on the receipt side and all cash payments and discount received are
recorded on the payment side. It format is shown as follows:

3. Three-column cash book: This cash book has three amount columns (one for cash, one for bank and one for discount) on each side. All cash receipts, deposits into bank and discount allowed are recorded on receipt side and all cash payments, withdrawls
from bank and discount received are recorded on the payment side. In fact, a three-column cash book serves the purpose of Cash Account as well as Bank Account. Hence, there is no need to open these two accounts in the ledger.  

Cash book-both a journal and a ledger

The cash book is a book of original entry (or prime entry) since
transactions are recorded for the first time from the source documents. The
cash book is a ledger in the sense that it is designed in the form of a cash
account and records cash receipts on the debit side and cash payments on the
credit side. Thus, the cash book is both a journal and a ledger.
Questions or Tests for self-evaluation
Sample Tests Questions (Krok 2. Pharmacy):       CASH ACCOUNTING
1. A pharmacist was on a business trip. What is the deadline for submitting a travel expense  report?   





A
Ten working days after returning from a trip   





B
Four working days after returning from a trip   





C
Three working days after returning from a trip   





D
A week after returning from a trip    

   
E
There is no deadline   
2. An advance holder (accountant) was given some money from the cash fund of an enterprise for purchase of office accessories. After the cash advance the advance holder must submit the complete application of funds statement no later than:    





A
Third banking day   





B
Five working days   





C
Ten working days   





D
One week   





E
Such term isn't established   

3.  A pharmacy selling officinal drugs is a successful participant of the pharmaceutical market. Specify the business transaction which is qualified as pharmacy revenue:   





A
 Salary accounting   





B
Proceeds of a structural subdivision of a pharmacy   





C
Receipt of advance payment made by a customer   





D
Tax charge   





E
 Writing-off of the cost of goods sold   

4. When doing calculations to determine the limit of the cash balance, an accountant must specify the actual amount of cash receipts. What time period should be taken into account?    





A
 7 days prior to calculation   





B
Six months prior to calculation   





C
1 year prior to calculation   





D
10 days prior to calculation   





E
Three months prior to calculation   

5. To replenish its fixed assets, the pharmacy made a decision to arrange a credit with the trading bank. What document must be concluded in writing between the creditor and the debtor in this case?

A. License

B. Full material liability contract 

C Credit contract

D. Balance sheet 

E. Auditor’s conclusion

6. A pharmacist of pharmacy must return to the cash desk of pharmacy unused sum, given out for the economic needs. What document must a cashier fill for posting of money in cash desk?
A Accompanying list

B Expense cash warrant
C Receiving receipt
D Receiving cash warrant
E Commodity report

7. Making a request-computation on limit of cash in cash desk an accountant of enterprise must indicate an actual sum of cash profit. What period of time to account:

А  3 months, that precede to presentation of request
B  2 months, that precede to presentation of request
C  1 month, that precedes to presentation of request
D  10 days, that precede to presentation of request
E  7 days, that precede to presentation of request

8. The pharmacy establishments keep their money on the bank account. Indicate a document, on which it is possible to check the records about the amounts of balance the 311 “Current account in the national currency”
А Cash order 

B Banks agreement
C Check-book
D Cash-book
E Monthly report

9. Two pharmacy enterprises in one time appealed to a bank to open account. To one of enterprises a bank refused. What is the reason of refusal?
A An enterprise did not present Report about the financial results
B An enterprise is in other administrative district
C An enterprise has not seal
D An enterprise did not show a balance
E At enterprise Regulation is not registered

10. In pharmacies during realization RCO are used, and the proper book for records. Where it must be registered?
                      А  In the regional state administration 
                      B  In the district state administration
                      C  In state tax inspection
                      D  In Government service of medications and wares of medical purpose
                      E  In Management of trade
11. A pharmacy has an account in bank for all types of operations. What type of account must be opened?
А  Acridities 
B  Temporal
C  Deposit
D  The current account
E  Investment 
12. Document circulation in pharmacies is regulated by the proper laws, orders. Indicate, what document is not signed by the leader of pharmacy?
А   Income order
B   Expense order
C   Payment
D   Pay-sheet
E   Request – account limit of cash in cash desk
13. Bringing to bank gain by the pharmacy itself is designed:
                 А  Payment 
                 B  By the check
                 C  By the expense order
                 D  The settlement receipt
                 E  Advertise on bringing cash

14. Pharmacist must to hand over in cash desk not used advance sum produced on the travel allowances. What document must a cashier fill for posting of money in cash desk?
                A   Expense order 
                B   Incoming order
                C   Arrival receipt
                D   Expense receipt
                E   List of bringing money in cash desk
15. In the case of the technical disrepair of RCO and disconnections of electric power for posting of money for the realized commodity, a cashier must design:
                 А  Settlement book
                 B  Arrival order
                 C  Expense order
                 D  Arrival invoice
                 E  Cash invoice

16. At the end of working day a cashier must take into account the arrival and expense operations for day. What document must be design?
                А   Register of cash flow 

                B   Commodity report
                C   Cash-book
                D   Register of the written out requirements waybill
                E   Circulating list


17. A pharmacist of pharmacy must hand over in the cash desk of pharmacy used sum, which produced on the economic needs. What document must a cashier process for posting of money in cash desk?

А   Commodity report 

B   Expense order
C   Receiving receipt
D   Accompanying list
E   Income order


18. Bank is a financial mediator in pharmacy’s payments. Payment of taxes withheld from the employees’ salary into the budget requires the following document: 

A. Cash register receipt

B. Check payable in account 

C. Accounting form 

D. Payment order

E. Cash order


19. A pharmacy performs regular stock-taking. What is the minimal interval between inventory checks of monetary funds and documents?
                 A   Once in 3 years
                 B   Once a quarter
                 C   Twice a year
                 D   Once a month
                 E   Once a year

20. Cash transactions at a pharmacy are recorded in the cashbook. Which of the following cash transactions IS NOT a receipt transaction?
                 A   Issuing cash to be accounted for
                 B   Return of unused disbursement funds 
                 C   Recognizing cash receipts from sales at pharmacy outlets and kiosks
                 D   Recognizing cash receipts from sales at a pharmacy
                 E   Recognizing accrued salaries and advance payable

21. A pharmacy performs both cash and non-cash transactions. Financial intermediary in the latter is a:
                 A   City administration
                 B   City administration department for pharmacy management
                 C   Regional control-analytical laboratory
                 D   Central regional pharmacy
                 E   Bank
22. A pharmacy opens a bank account to store funds and conduct ongoing business transactions. What kind of account should be opened?
                A   Deposit 
                B   Investment
                C   Current
                D   Provisional 
                E   Letter of credit
23. A routine inventory revealed a cash shortage. Who must reimburse the sum of the identified shortage?
                   A    Cashier 
                   B    Department head
                   C    Deputy head of Department
                   D    Pharmacy director
                   E    Deputy director of pharmacy

24. Pharmacy cashier is responsible for recording all credit and debit transactions. To enter into the books, the cash received, a cashier should issue:
                  A   Cash payment voucher 
                  B   Cash receipt voucher
                  C   Goods receipt note 
                  D   Goods delivery note
                  E   Receipt note
25. Cash receipts and payments at a pharmacy are recorded in the cashbook. Which of the following cash transactions IS NOT REGARDED as a receipt transaction?
              A    Issuing funds to be accounted for
              B    Recognizing cash receipts from sales at a pharmacy
              C    Recognizing cash receipts from sales at pharmacy outlets and kiosks
              D    Return of unused disbursement funds
              E    Recognizing accrued salaries and advance payable
26. An accountant of a pharmacy issued a cash receipt voucher for the sales proceeds. What document is used to register cash receipt and cash payment vouchers before the cash arrives to the cashiers?
               A  Cash report 
               B   Pay list
               C   Cash book
               D   Register of receipt and payment cash documents
               E   Ledger of cash dispensed and received by the senior teller
27. A pharmacy applies in bank with the purpose of receipt of long-term credit. For what needs will bank produce such loan on?
               A   Current debt liquidation to the suppliers 
               B   Addition to the commodity supplies
               C   Payment
               D   Conducting of permanent repair
               E    Addition to the general funds

28. Limit cash balance is the maximum amount of monetary funds that can remain in the cash desk of an organization at the end of a workday. This limit is established by the following authorities:

A. Pharmacy management 

B. Chief physician 

C. Local authorities 

D. Tax Inspectorate 

E. -

29. Accounting records are classified by the type of asset accounting or by their sources. Active accounts keep record of the following:

A. Equity capital

B. Monetary funds

C. Bank loans 

D. Debt settlement with the creditors 

E. Salaries payment

30. When servicing customers it is necessary to maintain cash desk discipline. A cashier should make records in the cash book: 

A. Weekly

B. Monthly 

C. Quarterly 

D. Immediately after the cash transaction occurred

E. At the end of a workday

31. An accountable person has received a sum of money from the pharmacy cash desk to buy a calculator. What document records the cash flow in such a transaction? 

A. Invoice

B. Cash income order 

C. Cash expense order

D. Receipt 

E. Remains unregistered documentarily
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