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Cash Flow Forecasts are financial plans showing all the cash receipts and cash payments in a business over a period of time (similar to a budget for a household)
Reasons for preparing them:
· To project future receipts
· To project future payments
· Identify monthly surplus/deficits
· Identify times of needing to borrow/invest
· Assist in applying for a loan from the bank

What can a business do if it has cashflow problems?- This may form part of the advice you may give a business in a question if it is struggling
Increase Income- look for ways to increase sales, sell off slow moving stock, increase finance, increase prices
Reduce payments- Cut back on non essential costs, improve credit control, buy from cheaper suppliers, reduce staff








Let’s look at a sample Cash Flow Forecast together in class. Please note that there is a video to support this question on the website. 
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‘This is a Cash Flow Forecast Question.

Answer all parts of this question:

@

®

On the separate sheet supplied with this paper is a partially completed Cash Flow
Forecast of LEE Ltd, a light engineering business.

You are required to complete this forecast for the months of April, May. June and JTuly
2013, together with the total column.

The following information should be taken info account

« Monthly Cash Sales are expected to increase by 25% beginning in July

©  LEELtd will receive a loan of €10,000 in June

« Monthly Cash Purchases are expected to increase by 20% beginning in July

©  Lightand Heat, payable every two months, is expected to decrease by €700 in June

© Wages are expected to remain the same, except in June, when an additional €8,000
in bonuses will be paid.

« Transport costs are expected to remain the same every month
©  LEELtd wil take over ownership of the building. on payment of €280,000 in June.
‘The rent of buildings wil cease after May.
@8)
Answer the following questions.
(@)  Outline one reason for preparing a Cash Flow Forecast.
(i) State one reason for the expected decrease in Light and Heat payments in June.

(i) State two items. other than Cash Sales and Loans, that could be entered in the
Receipts section of the Cash Flow Forecast.
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RECEIPTS

Cash Sales 80.000 | 80.000
Loan

A. TOTAL RECEIPTS 80.000 | 80.000
PAYMENTS

Cash Purchases 26.000| 26.000
Light And Heat 2.200

‘Wages 16.000| 16.000
Motor Vehicles 50.000
Transport Costs 5.000 5.000
Buildings

Rent of Buildings 3.500 3.500
B. TOTAL PAYMENTS | 52.700 | 100.500
Net Cash (A - B) 27.300 | (20.500)
Opening Cash 4.000| 31.300 10.800
Closing Cash 31.300 | 10.800





