	IGCSE BUSINESS STUDIES



CASH FLOW QUESTIONS

Ken is a sole trader.  He plans to open a sweet shop and he has forecasted the following costs and revenues for the first financial year.  He starts the business in January and has £2000 to invest.
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1) Sales (£)

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

	300
	600
	900
	1200
	2500
	3500
	2200
	2000
	1400
	1000
	1200
	1400


Ken had obtained a contract with a local hotel to supply the chocolates and confectionary for their functions and the hotel rooms.  This will account for 40% of his sales each month, which he will receive one month later than the month the sale occurred in.  The rest of the sales he will receive in cash in the month they occur.

Ken predicts the following expenses.

2) Stock to sell in the shop (£) – paid for with two months trade credit

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

	300
	400
	300
	400
	400
	500
	600
	600
	500
	500
	600
	800


3) Ken employs a part time assistant who earns £7 per hour and works 20 hours a week (with 4 weeks in a month).

4) Ken predicts overheads of £150 per month.

5) In January Ken buys a refrigerated unit for £700 and in July he buys a new electronic cash register for the shop at £900.

6) In April Ken pays an electrician to rewire the shop costing  £500.

7) Ken has a small truck to collect goods from the wholesalers.  The hire purchase payments, petrol and other expenses total £200 per month.

8) Ken has a mortgage on his premises, which costs £150 per month.

Complete the cash flow forecast and decide for which months (if any) Ken would need to organise a bank overdraft.
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