	IGCSE BUSINESS STUDIES



CASH FLOW QUESTIONS

1)
Sally is a sole trader.  She plans to open a florist’s shop and she has forecasted the following costs and revenues for the first financial year.

a) Sales (£) – all in cash in the month they occur

	Jan
	Feb
	March
	April
	May
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	500
	700
	900
	1200
	2500
	3500
	2200
	2000
	1400
	1000
	800
	400


Sally predicts the following expenses.

b) Raw materials (£) – paid for in the month they occur

	Jan
	Feb
	March
	April
	May
	June
	July
	Aug
	Sep
	Oct
	Nov
	Dec

	200
	300
	300
	400
	400
	500
	600
	600
	500
	300
	200
	200


c) Sally employs a part time assistant who earns £5 per hour and works 80 hours a month.

d) Sally predicts overheads of £50 per month.

e) In January and February, Sally buys fixtures and fittings for the shop at £1000 each month.

f) In April Sally pays rates on the shop of £300.

g) Sally has a van to deliver goods to the hotel and other customers.  The hire purchase payments, petrol and other expenses total £100 per month.

h) Sally has a mortgage on her premises, which costs £200 per month.

If Sally has an opening balance of £500 in January, complete the cash flow forecast and decide for which months (if any) Sally would need to organise a bank overdraft (hint – when is the opening and/or closing balance of the cash flow a negative number).  Highlight this on your cash flow.

2)
What would happen if Sally gave half of her customers one months trade credit?  How would that affect the business’s cash flow?
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