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Abstracts: The objective of the research was to develop a projected cash flow model by activity, a situation that is not
shown in traditional cash flows. The article uses a deterministic cash flow model based on the liquidity position at the
date on which the financial statement is formulated, according to which the total cash flow, that is, the net change in
cash, will be realized according to the balance of the Statement of Cash Flows, Operating Flows and the Investment
Flows that may be present, although they are infrequent and at the same time are normal activities of a company. It also
shows a contribution to the theories and practices is the expansion of knowledge in financial theory on cash resources,
which were confirmed by the research and conclusions regarding the analysis of open capital companies in the emerging
market. It was concluded that the analyzed model can form the basis for improving decision making and finance
management in companies.
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1. INTRODUCTION

The management of financial statements is a fundamental and extremely important activity in the different
activities of companies [1]. The mismanagement of financial statements with cash flow problems interrupts the
different activities developed in the company, sometimes even leading to bankruptcy [2]. However, financial
statements do not provide all the information to users for their economic decision making, because they only
contain financial information and reflect the financial effect of past events [3]. For this reason, managers implement
management information systems to effectively manage their financial statements and improve decision making [4].

The relationship between cash flow and cash remains a highly controversial topic in the field of corporate finance
with implications for management information systems. For example, research by [5] have found a positive
correlation with cash flow, arguing that companies accumulate cash reserves to cover future cash flow shortfalls. On
the other hand, [6] have identified a significant negative correlation between cash flow and cash. While [7] finds no
positive or negative differences in the sensitivity of cash flow in relation to cash flow.

This research is more closely related to the literature on cash flow uncertainty and the uncertainty that can be
generated by the standard model used. That is, in the face of higher cash flow uncertainty, a firm is more likely to
increase its current investment to avoid higher financing costs in the future [8]. However, some scholars argue that
cash flow uncertainty may actually restrict corporate investment. A firm with greater cash flow uncertainty is more
conservative and cautious in its investment decisions and, therefore, reduces its current investment [9].

For private companies the financial dimension in a production planning context, replacing the objective of total
operating cost minimization with the financial objective of wealth maximization. Total wealth represents the sum of
the net present values of all future cash flows. This is still the main objective of finance in private companies, as
stated by [10]. The importance of this objective has also been recognized in the production planning literature. In
addition, as a financial consideration, the time value of money has attracted a lot of attention in creating cash flow
analysis models [10]. For example, some cash flow models since the work of [11] where one aspect of the time
value of money has been addressed largely based on the classical model. [12] in various industrial contexts
develops a multilevel lot-sizing model oriented to cash flow in the manufacturing resource planning system.
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This assumption about proposing cash flow models according to the intrinsic need of the business context has
resulted in the proposal of a wide range of methods and techniques to help companies analyze cash flow by
eliminating the degree of uncertainties and assess the consequences of cash flow problems [13]. The procedure
applied to propose this new cash flow model projected by activities, aims to develop a model based on the already
defined structure of the Cash Flow Statement, finding the corresponding differences and advantages.

2. LITERATURE REVIEW
2.1. Cash Flow Theory
2.1.1. Conceptualization

The studies of [14] conceptualize that cash flow is the way in which different parties (firms, consumers)
exchange goods, services and labor. This exchange is crucial to the interdependence between these parties and is
indicative of a healthy industrial society, especially in a capitalist system, visualizing that the network of exchanges,
where firms and consumers are the nodes and the actual exchanges are influenced by the decisions made in the
management of cash flow. [15] defines cash flow as a method where a set of cash information is used with a
balance sheet and income statement. these flows represent the sum of money flowing in and out of companies that
is closely related to the balance of cash inflows and outflows covering all operating, investing and financial activities.
By subtracting these two balance sheets, it becomes relatively simple to identify the transactions that are ultimately
reflected in the financial statement.

Having a cash flow statement is crucial for any company, as it provides a fundamental view of its financial
situation. It allows you to determine whether the company can address its short- and long-term economic
challenges, while providing clarity on cash inflows and outflows in a specific period. The cash flow statement
provides a detailed and accurate representation of the company's overall performance, allowing it to identify
whether profits are being earned or whether additional financing is required on a timely basis [16]. The cash flow
statement, according to [17], it fulfills several fundamental objectives for the financial management of a company.
First, it provides an effective means of monitoring and controlling the movement of cash during a given period,
allowing for more accurate management of financial resources. It also establishes a minimum cash threshold
necessary to identify periods of shortage or excess liquidity, which is vital for maintaining financial stability. Finally,
the cash flow serves as a predictive tool by allowing the establishment of future income projections, which facilitates
the planning of financing and the coverage of the company's operating expenses.

2.1.2. Types of Cash Flow

Cash flow is broken down into three categories. First, operating cash flow [18] includes cash flows derived from
the company's business operations, such as sales revenues and expenses for payments to suppliers. Second,
investment cash flow [19] reflects cash flows related to the company's investments, including income and expenses
for non-current assets. This type of flow represents the money that comes in and goes out as a result of an
investment. Finally, the financial cash flow [20] includes cash generated by the issuance of equity or debt, as well as
dividend disbursements to shareholders.

2.1.3. Financial Statements and Operating Activities

The financial statement is the information on a company's capacity to generate cash and cash equivalents, as
well as its liquidity needs. The accuracy and clear structure of the information presented in this financial statement
reduces uncertainty and supports the decision-making process in a company and makes it possible to guarantee
the availability of funds to provide information on the flow of income and expenses, which ensures stable and
constant liquidity for the development of the company [21]. To consider an item as part of the financial statement, it
is necessary that it be truly liquid and capable of meeting short-term payments. In the case of financial investments,
in order to be classified as cash equivalents, they must be easily convertible into a specific amount of money and
present a minimum risk of variation in their value [22].
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The International Accounting Standard (IAS 8) addresses accounting policies, changes in accounting estimates
and errors. It also specifies that the presentation of the Statement of Cash Flows should be adjusted according to
the nature of the company's activities, but should be categorized into operating, investing and financing activities.
This classification allows users to evaluate the company's financial position, as well as the ending balance of its
cash and cash equivalents [23]. These standard frames operating activities as indicators that make it possible to
evaluate which actions have generated adequate resources to repay loans, maintain the entity's operations,
distribute dividends and invest without relying on external sources of financing. Knowing the details of operations is
valuable for forecasting future cash flows derived from these activities [21].

2.2. Cash Flow Model

The cash flow model proposed by [24] is a generalized model based on the daily operations of the company, in
order to collect all the details related to the entity's activities, in order to provide directors or managers with a better
analysis of the company's financial operations, especially for the microenterprises to which this research is directed.
Table 1 shows a general cash flow model, which shows the initial cash balance, income and expenses with their
respective final balance. Both revenues and expenses are divided into operating and non-operating and are
subdivided according to the activity inherent to each company. In order to keep this model optimized, a certain
number of days-sales must be set for keeping cash, i.e., there is an implicit cost for keeping cash and, in addition,
the cost of not having it to cover commitments, i.e., the missing cost and the excess cost, and based on this
determine the optimal amount for maintaining operations.

The advantages of this cash flow model is that it allows tracking all of a company's financing and investing
activities over a given period of time, including the extent to which cash has been generated and absorbed. Lenders
currently rely on the generalized cash flow statement as a measure of corporate performance because it
"represents” the probability distribution of future cash flows relative to borrowing capacity.

Table 1: Generalized cash flow model

Concept Month 01 Month 02 | Month 03 Month 04 | Month ... Month n

Revenues

Initial Cash

Bnacario Loan

Sales

IGV (received)

Total Revenues

Expenses

Raw Materials

IGV (paid)

Direct labor

Indirect variable manufacturing cost
Indirect fixed manufacturing cost
Rental of premises

Salaries

Bank loan interest

Income tax

Workers' participations
Regularization of IGV

Total Expenses

Ending Balance (cash)
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3. DEVELOPMENT
3.1. Design of the Projected Cash Flow Model by Activity

The projected cash flow model by activities (Table 2) provides better accounting information that helps to
distinguish the origins and applications of funds, which are very important elements in the decision making process
of private companies. The projected cash flow model by activity proposes a partial use of the company's historical
information as part of the basic financial statements based on the model used for historical financial statements,
specifically the generalized cash flow statement. On the other hand, the Conceptual Framework of the International
Accounting Standards issued by the Accounting Standards Board provides the basis for the presentation of the
financial statements, since they refer to general financial statements and historical information. On the other hand,
the International Standard No. 1 of the Accounting Standards Board, makes reference to the financial statements,
these are of general purpose, this means that the cash flow projected by activities proposes to be a tool for
managerial use tailored to each company.

The projected cash flow model by activities (Table 2) is designed in two large groups for easy operationalization,
in Operating Cash Flows and Financial Cash Flows. Unlike the structure of the Statement of Cash Flows, the part of
Operating Cash Flows includes those of Investment Cash Flows that may occur, although they are infrequent and at
the same time are still normal activities of a company, on the other hand, the Statement of Cash Flows is oriented to
provide historical information and not projected information as proposed.

The purpose of this new form of presentation for decision makers is to provide them with an agile and clear tool
to have useful financial information for decision making and that over time this new form of presentation of this
managerial financial statement will be instituted. On the other hand, in the proposed Cash Flow, the operational
flows comprise the main items or concepts for which income and expenses are generated. Regarding Income, it is
subdivided into Accrued Income, which corresponds to income whose commitment comes from previous periods,
and on the other hand, the other item that generates income are the collections or operational income of the
business line, we also have the item Other Income which could be any other income other than the concepts
described above, finally, within this concept of Operational Income is reported the Investment Income in the case
that there is, it is not very frequent, however, a situation may occur that should be considered in this item as an
Operational Activity.

The Operating Expenses are classified according to the most relevant concepts that occur in a company, i.e.:
Taxes, Remunerations, Suppliers, Other operating payments and Investment Expenses. This order allows for clarity
in the information and, above all, it is structured according to the nature and relevance of each concept. In the
traditional cash flow (Table 1), there is no such order, each company designs it in a disorderly manner and there is
no clarity in each of the concepts for which the cash flows are made and with respect to the Financing Activities in
the proposed structure it is proposed separately from the other activities, however, in the traditional Cash Flow
(Table 1) normally this Financing Activity is not separated.

2552



International Journal of Membrane Science and Technology, 2023, Vol. 10, No. 3, pp 2549-2554

Table 2: Projected cash flow model by activities

) Monthly flows
Concepts / Period Total
Month 01 Month 02 Month 03 | Month 04 | Month ... | Month ..n

|. OPERATIONAL ACTIVITIES

Operating Income

1.1 Accounts receivable accrued

I.1 Operating Income

1.2 Other Income

1.3 Investment Income

Operating income flow

Operating Expenses

1.3 Taxes payable

I.4 Remunerations

1.5 Suppliers

|.6 Other operational payments

1.7 Investment Expenses

Operating cash flow

NET OPERATING CASH FLOW

II. FINANCING ACTIVITIES

I1.1 Revenues

I1.2 Expenditures

11.3 Accrued liabilities

NET CASH FLOW FROM
FINANCING

NET FLOW FOR THE PERIOD

IIl. OPENING BALANCE

IV. ENDING BALANCE

CONCLUSION

This research is developed as a function of strategic planning in a real financial situation of the companies,
within the framework of managerial accounting, generating information and responding clearly to the measure of the
financial requirements of the companies. The reduction of financial uncertainty and strategic positioning is very
important information that serves as a starting point to formulate a projected cash flow model, a fundamental
instrument for financial decision making. The projected cash flow is a financial statement that is not regulated by the
governing bodies, such as the Accounting Standards Board, College of Accountants, etc.; that is to say, other
alternatives can be found to manage finances. Accordingly, it is concluded that the cash flow projected by activities
is a very effective tool to optimize the future financial management of private companies. This tool provides us with
projected information of future income and expenses according to the nature of cash flows, very useful information
for financial decision making, being a model adaptable to companies around the world, after analysis of the legal
basis of the country.
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