First Member:

[bookmark: _GoBack]Most notably, I would say that the first challenge that Miller Building Supplies (MBS) faces in establishing a monthly cash budget is not having a previous budget to formulate a current one from. Thus, there will be tons of previous year and current year tracking to determine how and where their funds are allocated, and how these findings feed into a sustainable budget. This includes evaluating MBS' erratic cash flows, deficits, and missed targets due to sensitive seasonal sales (Ashe-Edmunds, S., 2017) Overall, with negative net income for some quarters and profitable margins for others, I think it will be extremely challenging to formulate a cash budget that is sustainable for every quarter for MBS.
 
If and when a successful cash budget is formulated for MBS, the firm will be able to create a reference for crafting more appropriate budgets moving forward. This will also enable MBS to track their spending and analyze ways to minimize their costs and expenditures in order to remain profitable through fluctuating sale seasons. More specifically, creating a successful cash budget helps businesses "estimate how much income your business will take in during the coming month, as well as how much the firm will pay in expenses." (Conrad, B., 2017) Moreover, preparing a cash budget will help improve working capital management by evaluating where your firm's money is going. This includes reviewing certain expenses that may be costly, allowing management to "shop around for a more cost-effective supplier." (Conrad, B., 2017) Overall, a carefully formulated cash budget enables management to be more focused on the cash inflows and outflows of the business, and how those movements impact the firm's profitability and working capital.
 
There are several working capital options that might improve MBS' cash position and profit. The first option is factoring, which includes the sale of a firm's accounts receivable. (Ryan, L.V., et al., 2010) Ultimately, "by selling invoices for future payment, cash is generated sooner than waiting to collect cash from customers." (Ryan, L.V., et al., 2010) While this includes taking a 5% discount hit for selling AR, the firm would be able to improve their cash conversion cycle (CCC) by freeing up cash tied to their receivables. Another working capital suggestion that might improve the cash position and profit of MBS includes choosing vendors who offer discounts. In all, working with vendor discounts will create some leniency and help save finances. (Kumaran, S., 2015) A third working capital option includes equity and/or debt financing. While equity financing "represents an ownership stake in the company," and "gives the shareholder a claim on future earnings," debt financing includes a firm selling fixed income products, "such as bonds, bills, or notes, to investors to obtain the capital needed to grow and expand its operations." (Momoh, O., 2017) Though this creates a partner liability (equity financing) and interest expense (debt financing), these options enable MBS to free up cash for expansion goals.
 
MBS' accounts receivables choices impact the company, as it does any company because AR is an important factor in a company's working capital. (Investing Answers, 2018) In particular, if a firm's AR is high, "the company may be lax in collection what's owed to it and may soon be struggling to find the cash to pay the bills." (Investing Answers, 2018) In contrast, if a firm's AR is low, "the company may be unwisely harming customer relationships or not offering competitive payment terms." (Investing Answers, 2018) While receivables typically increase as sales rise, "the level of accounts receivable also affects several important financial-performance measures, including working capital, days payable, and the current ratio." (Investing Answers, 2018)

Second Member:

Working Capital Definition is defined as “a common measure of a company's liquidity, efficiency, and overall health which includes a common measure of a company's liquidity, efficiency, and overall health” ("Working Capital Definition & Example | InvestingAnswers", n.d.). Therefore, companies should understand their own working capital and how much funds or cash budget it should have in each operating cycle in order meet the obtain the maximum business performance.
What challenges does Miller Building Supplies face in establishing a monthly cash budget?
Looking at the business background of Miller Building Supplier (MBS), it mentioned that the challenges of its monthly cash budget implementation are the lack of sufficient capital funding and its needs for expanding the business into more variety of building suppliers.
The reasons of these challenges are including:
· MBS’s monthly cash budget primarily came from the drawing down cash and that sales are sensitive to the economy of Anne Arundel County, of southern Maryland, and the Eastern Shore counties.
· MBS’s peak seasonal sale is during Spring season but the spring sales number are not very well-performed by comparing the second quarter (Spring period) to the third quarter due to the small year round labor force and limited funding.
· MBS’s debt ratios were at 13.72%, 16.08% and 14.39%, which were very low comparing to the industry average which was at 55.4% for year 2008, 2009 and 2010 respectively. meaning that the company does not use debt in its capital investment effectively.
· MBS’s monthly cash budget during their peak seasonal sale is very low as a result from ignoring the long-term debt option in their capital financing. Based on the case study, MBS’s president does not want to be charged for additional interest expense and to deal with the bank.
· MBS's account receivables strongly increased 
· MBS has maintained large cash positions, and when receivables and inventory have increased, it has primarily financed them by drawing down cash (Sagner, 2014).
What would a cash budget provide Miller Building Supplies, if completed successfully?
There are various benefits for MBS if the company can successfully prepare a monthly cash budget ranging from obtaining financing to preparing your taxes easier by simplifying the daily business operation which will be described as follows:
· Business operation: MBS will be able to estimate the monthly income and expense which is useful for calculating how much money the business will make in a particular quarter, as well as for the entire year.
· Balance sheet: MBS will be able to obtain financing from banks easier because the pro forma balance sheet is required for banking representative to review prior to giving the loan.
· Expenses: MBS will be able to control the future monthly expenses effectively as well as to track the problems and reduce the excessive expenses.
· Provide Focus: By preparing and reviewing a monthly cash budget, MBS can encourage focus on the cash resources of the business (Conrad, n.d.).
What are some working capital options that might improve the firm’s cash position and profit?
There are various options to increase firm’s working capital including:
· Equity financing: using equity or company’s resources to seek short-term loans from banks.
· Trade creditors: negotiating for a longer credit term with trade creditors can increase a flexible cashflow or a short-term availability of cash budget.
· Factoring: selling the account receivables to a factoring company in order to reduce the need to handle the long waiting time account receivable collection.
· Line of credit: extending the line of credit from banks will allow companies to have more working capital.
· Short-term loan: helping with capital funding of companies with a seasonal inventory and/or accounts receivable buildup to produce more sales and profit ("How to Determine Your Working Capital Needs", 2013).
How might the company’s accounts receivable choices impact the company?
The company’s receivable choices highly impact the company because the longer days the company takes to collect the money from the customers or vendors, the lower working capital or short-term availability of cash the company has. Moreover, the company with shorter account receivable can use the collected cash to pay off the capital expense and reduce the interest payment and get the trade discount from vendors. Also, the company can utilize the collected cash from account receivable to pay for the company’s expansion cost which will later generate more profit and sales to the company. Lastly, the appropriate accounts receivable choices will allow companies to obtain the loans from banks easier as well as to attract more investors and shareholders.

