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CASH FLOW PROJECTIONS: EFFECTIVE TOOL FOR 

THE MANAGEMENT OF SCARCE RESOURCES 

 

INTRODUCTION 

Cash Flow Projections otherwise referred to as Cash Budget is the forecast of 

expected cash receipts (inflows) and projected cash disbursements 

(outflows) during a given period. These cash inflows and outflows include 

revenues collected, expenses paid and loan receipts and payments. 

 

It is a budget or plan of expected or estimated cash receipts and 

disbursements during a period. These inflows and outflows are the revenues 

collected/collectible, expenses paid, loan receipts and payments. 

 

It is often said that 

 “He who fails to plan, plans to fail”. 

Any organization that fails to plan its activities, plans to fail in the 

achievement of its desired goal and objectives. 

 

PLANNING 

“Planning (the act of making plans) is the process of thinking about the 

activities required to achieve a desired goal”. It is the most important 

function of management needed to achieve the organizational objectives 

and targets.  

 

It helps the organization to achieve its aims and objectives with some ease 

and promptness. 
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It also helps the organization to avoid doing its activities randomly (i.e. 

activities being done by chance). 

 

BUDGET 

This is a financial plan for a period of time that describes the sources and uses 

of funds and is prepared prior to the period it relates”.  

 

Cash budget or Cash Flow Projections on the other hand is a budget of 

expected cash receipts (inflows) and projected disbursement (outflows) 

during a given period. 

 

IMPORTANCE OF CASH FLOWS PROJECTIONS 

Why is it necessary for every court or Judicial Body to make projections as to 

its expected Cash Inflows and Outflows? This is because it helps in:- 

 

 a. Determining the Cash Inflows and Outflows of the court or Judicial Body 

over a given period (usually one month or quarterly). This is because Cash 

Flow Projections are short plans covering a period of not more than one to 

three months. 

The possible sources of Cash Inflows in the Courts or Judicial Bodies are:- 

i. Monthly or quarterly budgetary allocations from Government 

both at the State or Federal level. 

ii. Revenue receipts in the form fines, Filing fees, Sale of Tender 

Documents, proceeds from Disposal of Assets. 

iii. Loan receipts. 

iv. Insurance claims etc. 

The possible ways by which the Courts and Judicial Bodies will experience 

cash outflows are:- 
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i. Monthly payment of salaries and allowances. 

ii. Payment for utility bills, such as electricity, water, internet access, 

telephone bills etc. 

iii. Repayment of loans 

iv. Interest payments for loans 

v. Other overhead expenses etc. 

 

b. Ascertaining the period of surpluses and shortages of cash in the Courts 

and Judicial Bodies. For example, it is common knowledge that at the 

beginning of every year before the passage of the Nation’s or State’s Budget 

almost all government organizations suffer shortages due to non-releases of 

monthly subventions. Therefore, during these period, measures can be taken 

to ensure that funds are kept or sourced for to ensure that the recurring 

overhead expenses of the Courts and Judicial Bodies are met as at when due. 

 

c. Identification of sources of funding for periods of shortages. Here the 

Courts or Judicial Bodies will look for the cheapest and most efficient source 

of funding to mitigate the shortages in a given period. 

 

d. Identification and determination of investment opportunities for 

surpluses. In recent times this practice may not be applicable most especially 

with the introduction of Treasury Single Account (TSA) where funds are kept 

centrally at the centre. Even though the Judiciary is exempted from the 

Treasury Single Account (TSA) in practice hardly do you have any Court or 

Judicial Body having surpluses because of poor funding 

 

e. Planning and coordination of the funding arrangements by the Finance 

Director/Head of Accounts. The results of the cash flow estimate or 
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projections helps the Finance Director or Head of Accounts to adequately 

plan and coordinate his Court’s funding arrangements where there are 

shortages and to plan and coordinate the investment mix where there are 

surpluses. 

 

f. Ensuring that cash is available for critical expenditure in the Budget. 

Here expenditure heads such as Electricity charges and Generator Fuel Cost 

for the power supply of the Courtrooms are critical and must be adequately 

funded to ensure steady power supply and the running of the Court 

proceedings. 

 

g. Cash Flow Projections helps in ensuring the liquidity or solvency of an 

organization, since the likely income and expenditure are identified 

beforehand. 

 

h. It can also serve as a tool for the control of expenditure. Naturally when 

you are abreast with information concerning your likely cash inflows and 

outflows and their timing. It will guide the Court or Judicial Body from 

spending over and above the expected cash inflows, as well as reserving the 

needed cash for critical needs. 

 

i. It also helps to forecast the inflows from proposed investment or 

expansion programme. For example, where new Courts are established in 

States, or Local Governments. It will create new possibilities for revenue 

inflows for various fees and fines due to the courts expansion programme. 
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PURPOSES OF CASH FLOW PROJECTIONS 

 

The significance of the cash flow projections in the management of the scarce 

resources of the Courts and Judicial Bodies as outlined in the preceeding 

paragraphs cannot be overemphasized. 

The objectives or goals which it seeks to achieve is given blow:- 

1. To provide clear status of the organization’s cash position at any given 

time usually a month, a quarter or a year. 

2. To provide an estimated projection of the organization’s cash position 

in the future. 

3. It can serve as a tool for planning as it identifies periods of surpluses 

and shortages therefore allowing Finance Managers to arrange for 

investment or funding. 

4. It can be used to determine the expected cash surplus that can be 

invested. 

5. It also ensures that sufficient cash is available at all times most 

especially for critical expenditure. 

6. It can be used to determine the ability of the Courts/Judicial Bodies to 

pay their creditors and other debtors – which is the best measure of an 

entity’s liquidity. 

7. It can also be used to determine how much credit that the organization 

can give to its customers. 

8. It also ensure adequate planning through the identification of short and 

long term needs. 

9. It can also assist in evaluating borrowing needs and investment 

opportunities of the Courts/Judicial Bodies and the right mix and timing 

of each. 

 



7 
 

 

CASH FLOW STAREMENT 

 

The cash flow statement also known as the statement of cash flow is a 

financial statement that shows how changes in the balance sheet accounts 

and income affects cash and cash equivalents and breaks the analysis 

down to operating, investing and financing activities (Wikipedia). 

 

The Statement of Cash Flow is one of the three key financial statement of 

financial performance (Income and Expenditure) with the statement of 

Financial Position (Balance Sheet). 

 

The statement of cash flows provides information about cash receipts, 

cash payments, and the net change in cash resulting from the operating, 

investing and financial activities of the Courts/Judicial Bodies during a 

given period. 

 

IPSAS AND CASH FLOW STATEMENT  

 

Under the international Public Sector Accounting Standard (IPSAS) which 

was primarily drawn from International Accounting Standard (IAS 7). Cash 

Flow Statement is tagged IPSAS 2 report. The objective of which is 

identifying the sources of cash flows, the items on which cash was 

expended during the period and the cash balance as at the reporting date. 

 

Cash Flow information allow users to ascertain how a public sector entity 

raised the cash it required to fund its activities and the manner in which 

that cash was used. 
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Users require an understanding of the timing of the inflows and the 

outflow to be able to plan. 

 

PURPOSES OF PREPARING THE CASH FLOW STATEMENT  

 

Information about the cash flows of an entity iSs useful in assisting users 

to predict: 

 

1. The future cash requirements of the entity in our case the 

Courts/Judicial Bodies. 

2. The entity’s ability to generate cash flow in the future and  

3. Its ability to fund changes in scope and nature of its activities 

4. Cash Flow Statement also provides means by which the entity can 

discharge its accountability for cash inflows and cash outflows. 

5. A cash flow statement when used in conjunction with other financial 

statement, provides information that enables users to evaluate the 

changes in net assets/equity of an entity its financial structure 

(including its liquidity and solvency) and its ability to affect the 

amount and timing of cash flows in order to adapt to changing 

circumstances and opportunities.  

6. It also enhances the comparability of the reporting of operating 

performance. 

 

METHODS OF PREPARING CASH FLOW STATEMENT 

 

The IPSAS 2 has identified two methods of preparing cash flow under the 

accrual basis of accounting they are: 
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I. DIRECT METHOD  

This employs the application of the - Gross Cash Receipt and the  

  Gross Cash Payments in arriving at  

     the net cash flow which could be a surplus or shortage. 

 

II. INDIRECT METHOD 

The indirect method of preparing the cash flow statement employs the 

application of - net surplus or deficit is adjusted for the effects of 

                            transactions of non-cash nature” 

IPSAS also provides that cash flow of entities should be categorized into 

three activities as follows-: 

a) Operating activities 

b) Investing activities 

c) Financing activities 

 

a)  CASH FLOW FROM OPERATING ACTIVITIES 

 

Cash flows from operating activities are primarily derived from the          

principal cash – generating activities of the entity. For example-: 

i. Cash receipts from taxes, levies, and fines. 

ii. Cash receipts from charges for goods and services provided by the 

entity. 

iii. Cash receipts from grant transfers and other appropriations or other 

Budget Authority made by Government or other Public Institution.  

iv. Cash receipts from royalties, fees, commissions and other revenue. 

v. Cash receipts and payment of an insurance entity for premiums and 

claims, annuities, and other policy benefits. 

vi. Cash receipts and payments from contracts. 



10 
 

vii. Cash receipts and payments in relation to litigation settlements. 

viii. Cash receipts and payments from discontinuing operations. 

ix. Cash payments to other public sector entities to finance their 

operations (not including loans). 

x. Cash payment on behalf of employees eg. PAYE, Pension Contributions, 

NHIS for Health Insurance etc. 

xi. Cash payment of local property taxes or income taxes (where 

appropriate). 

 

b)   CASH FLOW FROM INVESTMENT ACTIVITIES 

   

 Investment Activities are items on the cash flow statement that report 

the aggregate changes in an entity’s position resulting from amount spent on 

Investment in Non-Current Assets such as Property Plant and Equipment 

(PPE), Investment Property, Financial Instruments etc. 

 Cash outflows that results in a recognized asset in the Statement of 

Financial Position are eligible for classification as investing activities. 

The example of cash flows from Investing Activities are:- 

i. Cash payment to acquire property plant, and equipment, intangibles, 

and other long-term assets. These payments includes those relating to 

capitalized development costs and self – constructed property, plant, 

and equipment. 

ii. Cash receipts from the sales of property, plant and equipment. 

iii. Intangibles and other long-term assets. 

iv. Cash receipts from the sales of equity or debt instruments of other 

entities and interests in joint ventures (other than receipts for those 

instruments considered to be cash equivalents and those held for 

dealing or trading purposes). 
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v. Cash receipts from the repayment of advances and loans made to other 

parties (other than advances and loans of a Public Financial Institution). 

vi. Cash receipts from future contracts forward contracts, option 

contracts, and swap contracts, except when the contracts are held for 

dealing or trading purposes or the receipts are classified as financing 

activities. 

vii. Cash payments to acquire equity or debt instrument of entities and 

interests in joint ventures (other than payments for those instruments 

considered to be cash equivalents and those held for dealing or trading 

purposes. 

viii. Cash payments for future contracts forward contracts, option contracts 

and swap contracts except when the contracts are held or the 

payments are classified as financing activities. 

 

c)  CASH FLOW FROM FINANCING ACTIVITIES 

 

 Financing Activities are activities that result in changes in the size and 

composition of the Capital structure of a reporting entity that are not its 

primary business. The separate disclosure of cash flows arising from 

financing activities is important, because it is useful in predicating claims on 

future cash flows by providers of Capital to the entity. 

The examples of cash flows from financing activities are:- 

i. Cash proceeds from issuing debentures, loans notes bonds, mortgages, 

and other short or long term borrowings. 

ii. Cash repayments of amount borrowed and  

iii. Cash payments by a lessee for the reduction of the outstanding liability 

relating to a finance lease. 
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CONCLUSION 

 

In conclusion it is worthy to say that cash flow projections is on important 

tool for ensuring the liquidity of the Courts/Judicial Bodies aimed at meeting 

their cash needs. Any public sector entity that is unable to meet their 

obligations is a pointer to ether mismanagement or a concern to its 

continued existence.  

 

The cash flow statement provides an assurance of the ability of the entity to 

generate sufficient inflows to fund its outflows and the ability to meet their 

obligations. 

Cash flow statement is a key financial statement under IPSAS which should 

be understood by all Finance Managers and Head of Finance in all Courts and 

Judicial Bodies of the Judiciary. Its understanding and application will help in 

the efficient Management of the scarce resources in all our Courts and 

Judicial Bodies. 

 

Ladies and Gentlemen, I thank you all for listening.  

 

 

 

 

 


