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Mr. XXXX (Student Name),
Microsoft Corporation, 
Redmond, Washington. 
	
21/9/2020 

Karl Richland, 
The Chief Financial Officer (CFO),
Semtell Company,
Cincinnati, Ohio.

Dear Mr. Richland,
Following your request for advice on sales, the following might be the cases for your low cash flow and the possible remedies.  Problems due to cash flow arise as a result of business struggles when paying its debts such as workers' salaries. For instance, when making huge payments for materials and equipment, there may be extreme cash flow problems for the business. To facilitate positive cash flow, the profitability of the business is mandatory and good control of debtors, stock, and creditors. The factors below can be considered in forecasting the possibility of running out of cash and preventing business insolvency.
Accounts like income statement, the balance sheet, and ledger books like sales account, purchases account, and account payables and receivable have to be well presented since they control the flow of cash in a business. The income statement and balance sheet statement affect cash flow. Changes such as inventory account payables and receivables in these statements of account greatly influence sales. For the business to evade operational cash declines, the focus should be put on the maximization of net income and optimization of effectiveness ratios. Changes in the net income such as revenue decrease and cost increases will result in the downfall of net income and eventually a fall in the flow of cash. Therefore, control and correct entry of information in the books of account must be made. 
Similarly, change in working capital can also be a reason for low cash flow. The statement of Account payables shows the debt owed by the business. They are liabilities to the business. They emerge as expenses that are unpaid and if they accrue, the business may not be able to pay. The cash put aside to cater to such expenses as food or beverages hold cash flow. The company's sales may be good but huge receivable debts will not allow a continuous flow of cash and may harm the business in the long run. On the other hand, the statement of account receivables shows the amount of money the debtor owes the business. It includes claims for payment of goods sold to consumers but is yet to be paid. This is the major setback for cash flow in the business. If consumers increasingly purchase products without paying for them, company sales increase but cash flow stagnates. Furthermore, poor record management on inventory may expand or contract the balance sheet. When assets grow and liabilities decrease, cash is used and its flow from operations reduces.  An increase in inventory is bad for cash flow because it is a short-term asset and if it becomes huge, then a lot of cash stays in the store. Generally, a rise in account receivables draws back the flow of cash since owing cannot be credited until the debtor pays for all goods purchased and the business collects all its cash from the consumers. A company may have huge sales, but buyers fail to make payments (account receivables) or the cash s set aside for taking care of company revenues (account payables). 
To improve cash flow in the organization, good presentation of income account, account receivables, and account payables must be considered. Strategies such as leasing instead of purchasing, paying less for supplies, purchasing from cooperatives, offering discounts for early payments, and conducting customer checks can further improve the flow of cash in the company. Besides, the company can avoid the purchase of property that does not produce sensible returns on the investments.  

Sincerely,
Sign 
Student name
Marketing officer



