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Assignment Task

	
AIM
The aim of this assignment is to test the ability of the learners to prepare a cash flow forecast and to calculate and use statistical analysis


LEARNING OUTCOMES
Completion of this assignment will enable you to meet the following module learning outcomes:
· Correctly find answers to basic mathematical and statistical problems
· Graphically present information using IT e.g. Microsoft Excel
· Describe the ingredients and the role played by the Cash Flow statement


	Background/Context

	Your group, consisting of three to five people, are considering buying a heating appliance company on 1 July 2019.  (Please submit the names of your group members by email to John or Sarath on or before 6 April 2019).  You wish to do a cash flow forecast in order to identify any potential problems in order to solve them.  You also wish to statistically analyse past sales in order to determine whether or not the forecast sales given by the owner are reasonably correct.





Allocation of Marks
	Section/element
	Allocated Marks

	SECTION 1
	

	a) Cash flow forecast for the period 1 July 2019 to 31 October 2019.
	40%

	b) Comment on any problem that you may foresee
	5%

	c) Suggest solutions to any problem you may foresee
	10%

	d) Comment on the advantages and disadvantages of preparing a cash flow statement
	5%

	
	

	SECTION 2
	

	a) Calculate the mean and the standard deviation to the nearest two decimal points for each of the years 2013-2017.
	10%

	b) Calculate the mean and the standard deviation for the June months of years 2013 -2017, July months of years 2013 – 2017, August months of years 2013-2017, September months of years 2013-2017, October months of years 2013-2017.
	10%

	c) Show a bar chart of the annual sales from 2013 to 2017
	3%

	d) Show a pie chart of the monthly sales in 2017
	3%

	e) Comment on your findings in the context of the forecast given for the months June 19  to October 2019
	10%

	e) Comment on the advantages and disadvantages of the above statistical study.
	4%

	
	

	TOTAL
	100%





SECTION 1
You are considering buying a heating appliance business on 1 July 2019.  Any debtors and creditors on that day will be your responsibility.  You expect that the company will have a bank balance of £15,700 on 1 July 2019, the date of your purchase. You wish to prepare a cash flow forecast before buying the business.  The following information is available according to the present owner.

Sales from 1 June 2019 to 31 October 2019 are forecasted to be as follows:

	Jun-19
	               £194,000 

	Jul-19
	                    £52,000 

	Aug-19
	                    £82,000 

	Sep-19
	                  £107,000 

	Oct-19
	                  £220,000 



· 60% of the sales are Cash Sales.  There is a 4% discount given to all cash sales.
· The balance sales are credit sales.  Credit sales are paid for in the month following the sale on credit.
· Purchases (goods bought for resale) are expected to be 55% of the total sales as shown in the above table, for each month.  30% of the purchases are paid for in the same month (cash purchases).  The balance (credit purchases) is paid in the month after the purchase.
· Direct labour costs, paid in the same month, is expected to be 15% of sales as shown in the above table.
· Production overheads are expected to be £6,500 per month and are paid in the same month.
· Selling and Administration Overheads are expected to be £4,500 per month and are paid in the same month.
· Tax of £11,000 is payable in August 2019
· Fixed Assets costing  £95,000 will need to be paid
· OPTION 1 payable in September 2019
· OPTION 2 payable in October 2019 with 5% interest surcharge
· Prepare Cash flow based on OPTION 1 but consider OPTION 2 as part of the other questions.



REQUIRED
a) Based on the above information prepare a cash flow forecast for the period 1 July 2019 to 31 October 2019. (40 Marks)
b) Comment on any problem that you may foresee (5 Marks)
c) Suggest solutions to any problem you may foresee (10 Marks)
d) Comment on the advantages and disadvantages of preparing a cash flow statement.
 (5 Marks)


SECTION 2
You are not very sure about the forecasts given by the present owner and you have requested the actual  monthly sales from January 2014 to February 2019 to study the validity of the forecasts further.  The monthly sales are given below.
	
	2014
	2015
	2016
	2017
	2018
	2019

	
	£
	£
	£
	£
	£
	£

	Jan
	      155,400 
	         163,170 
	         173,776 
	         188,547 
	         204,574 
	         221,962 

	Feb
	         155,400 
	         163,170 
	         173,776 
	         188,547 
	         204,574 
	         221,962 

	Mar
	         155,400 
	         163,170 
	         173,776 
	         188,547 
	         204,574 
	 

	Apr
	         155,400 
	         163,170 
	         173,776 
	         188,547 
	         204,574 
	 

	May
	         139,860 
	         146,853 
	         156,398 
	         169,692 
	         184,116 
	 

	Jun
	         139,860 
	         146,853 
	         156,398 
	         169,692 
	         184,116 
	 

	Jul
	           31,080 
	           32,634 
	           34,755 
	           37,709 
	           40,915 
	 

	Aug
	           62,160 
	           65,268 
	           69,510 
	           75,419 
	           81,829 
	 

	Sep
	           77,700 
	           81,585 
	           86,888 
	           94,274 
	         102,287 
	 

	Oct
	         155,400 
	         163,170 
	         173,776 
	         188,547 
	         204,574 
	 

	Nov
	         155,400 
	         163,170 
	         173,776 
	         188,547 
	         204,574 
	 

	Dec
	         170,940 
	         179,487 
	         191,154 
	         207,402 
	         225,031 
	 

	
	 
	 
	 
	 
	 
	 

	TOTAL
	     1,554,000 
	     1,631,700 
	     1,737,759 
	     1,885,470 
	     2,045,738 
	         443,924 



REQUIRED
a) Based on this information calculate the mean and the standard deviation to the nearest two decimal points for each of the years 2014-2018. (10 Marks)
b) Based on the information calculate the mean and the standard deviation for the June months of years 2014 -2018, July months of years 2014 – 2018, August months of years 2014-2018, September months of years 2014-2018, October months of years 2014-2018. (10 Marks)


c) Present your information using the following template
	 
	Mean
	Standard Deviation
	Marks

	 
	 
	 
	 

	Year 2014
	 
	 
	2

	Year 2015
	 
	 
	2

	Year 2016
	 
	 
	2

	Year 2017
	 
	 
	2

	Year 2018
	 
	 
	2

	Months of June 2014,2015,2016,2017,2018
	 
	 
	2

	Months of July 2014,2015,2016,2017,2018
	 
	 
	2

	Months of August 2014,2015,2016,2017,2018
	 
	 
	2

	Months of September, 2014,2015,2016,2017,2018
	 
	 
	2

	Months of October 2014,2015,2016,2017,2018
	 
	 
	2



d) Show a bar chart of the annual sales from 2014 to 2018 (3 Marks)
e) Show a pie chart of the monthly sales in 2018 (3 Marks)
f) Comment on your findings in the context of the forecast given for the months June 19  to October 2019 (10 marks)
g) Comment on the advantages and disadvantages of the above statistical study. (4 marks)









