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Company is making \
PROFITS
but have NO CASH?
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Is Cash Flow the
same as Profit ?

What is Profit? / m
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oo What is Cash flow?
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A Cash is the result of banking transactions.
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@@Q Cash Flow is the money that flows in and out of the firm from operations,
“~—* financing, and investing activities.
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Cash Flow refers to the movement of money into and out of your business:

the payments you are receiving and the payments you are remitting.
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any given time.
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@ Cash flow impacts how much money you actually have available at
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Profit is the result of calculations.
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Profit is an accounting concept which includes assets, debtors; figure
amounts in your books that cannot be used to pay your bills.
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Profit is the accounting record of what is left after you have made sales and
deducted all expenses.
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tax filing.

@ Profit comes into play at the end of an accounting period and during
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Google

2. How Can My Business Have Profits But No Cash Flow? &

Google Search I'm Feeling Lucky

Google offered in: Melayu

Okay, lets keep it simple ¢ @ @



gaccovis 3 |
o @ Sean@r]e /L : crepiT TERM
15 5 3 IR E

Now, the company makes RM10K sales B & A RMIOK ) 45 €, [F] At

and incurs RM3K expenses/costs A T RM3K ) % H /40 % o

For the RM10K sales, clients are allowed RM10K &y % % %ﬁ”@ ftl?ﬁ” ifl g)j
to pay within 30 days, but for the RM3K, 30 R AT, 18 RM3KH %% A

you have to pay immediately. &b L B 2 AT o

Therefore, during the month, sales E W, 2%, 44403
Increased by RM10K but cash RM10K, 18314 % 4 RM3K

decreased by RM3K (Cash receipts of ‘
RMO with cash payment of RM3K). (2 HUNY 04 FEZ{FRMIK) o
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Company makes a profit of RM65K in
the first year.

However, the company paid out RM70K
to acquire equipment during the year for

expansion purposes.

Therefore, the company ends the year
with a profit but with a negative cash
balance.
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Transactions where cash is paid out A B LA AR A IE R 9D BT
but profit is not reduced: BT, A4

*» Prepayment
¢ Increasing Inventory

s Payments Made To Reduce
Liabilities
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s While it is important to generate profits, if a business wishes to
succeed, it must also be able to operate with a positive cash
flow.

For a business to remain viable, cash flow is king. Having poor

cash flow is one of the reasons small businesses fail.

So while generating high profits is important, doing so at the
expense of having weak cash flow could result in a profitable
business being unable to pay its bills.
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Therefore, one should combine the information on cash
flow together with the information on profits for an effective
performance evaluation.

For developing companies, today's losses do not mean the
same losses would occur in the future.
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o
O Important: Cash flow is what allows you to pay your expenses on time,

including suppliers, employees, rent, insurance, and other operational costs.

<Rosemary Carlson 2020, Small Business>
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