CASH FLOW FORECAST EXERCISE

Paper Products Ltd have established the following forecast figures.

	
	Production (units)

(use for outflows)
	Sales (units)

(use for inflows)

	July
	8000
	6000

	August 
	7500
	7000

	September
	7500
	7000

	October
	8000
	7500

	November
	8000
	8500


Selling price per unit £80

Raw materials per unit £30

Labour cost per unit £14

Other variable costs per unit £6

· Monthly fixed costs of £150,000

· The cash balance on 1st August will be £20,000.

· They expect half of the sales to be for cash and the other half to be on credit with debtors settling in the month following the sale.

· The raw materials and variable costs are paid on month in arrears, but the labour costs are covered in the month of production.

REQUIRED.

1. Produce a cash flow forecast for the three months ending 31st October. (8)

