(a) Janis has demand for 40,000 desks p.a. the purchase price of each desk is $25. There are ordering costs of $20 for each order placed.  Inventory holding costs amount to 10% p.a. of inventory value. 

REQUIREMENT
Use the EOQ formula to calculate the Economic Order Quantity. Also, calculate the total inventory costs for this order quantity				
					
(b) Janis’ accounts for the year ended 31st December 2019 are as follows:


P & L for the year ended December 31st 2019				
					
							$000	$000		
Sales Revenue						452		
Cost of Sales					
	Opening Inventories				125			
	Purchases					341			
							466			
	Closing inventories				(143)	(323)		
Gross profit						129		
Expenses						(132)		
Loss for the year					(3)		
				


	Balance sheet at December 31st 2019			
							$000	$000	
Fixed assets										
	Premises at valuation					280	
	Fixtures & fittings at cost less depreciation		25	
	Motor vehicles at cost less depreciation			52	
								357	
Current assets					
Inventories					143		
Trade receivables				163		
							306		
Current liabilities					
Trade payables					145		
Borrowings - bank overdraft			140		
[bookmark: _GoBack]							285		
Net Current Assets					21				
Total Assets less Current Liabilities			378	
					
Long Term liabilities					
Borrowings - loans					120	
								258	
Equity					
Ordinary Share Capital					100	
Retained earnings					158	
								258	
					
			

		
		
			
Janis has been particularly concerned with the working capital position in recent months. 

REQUIREMENT
(a). Explain why Janis is concerned about the working capital position.
(b). Calculate the operating cash cycle based on the information given.
(c). State what steps might be taken to improve the operating cash cycle for the business					
					
					
					
					
					
					
					
					
					
					
