How can using a cash flow help?

· Identify times when a business might be short of cash
· Take action to avoid cash shortages becoming a major problem
· Can help you when applying for loans
· Can show you where your cash has been spent
Consequences of cash flow problems:

· Cannot trade if you don't have cash to pay bills (insolvency). 
· This leads to being in receivership and a 'receiver' is appointed. 
· They will try to sell the business as a 'going concern'. Hard to sell. 
· Probably close the business down and sell their assets.
Solutions to cash flow problems:

· Delay payments
· Speed up cash inflows
· Find new sources of inflows
· Reduce cash outflows
· Overdraft
· Owners invest more money
