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Introduction
The assignment provides the details regarding the working capital of the organization. It provides the details regarding the sources of capital in the organization. The capital adequacy techniques are to be ascertained during the course of the proceedings. It is the approach towards the effective measures in the field of generating of finance in the assignment. The capital adequacy techniques are directed towards the procurement of the capital in the due course. Here working capital plays a pivotal role in the implementation of the cash inflow and the cash outflow during the initiation of the capital adequacy.


[bookmark: _30j0zll]Task 1 
a. 
Ledger account for Maxim trading
Cash account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 5
	Capital 
	
	£300.00
	April 7
	Purchase 
	
	£200.00

	8
	Accounts payable
	
	£250.00
	15
	Motor van
	
	£150.00

	20
	Sales
	
	£350.00
	28
	Rent
	
	£50.00

	
	
	
	
	29
	Accounts payable
	
	£200.00

	
	
	
	
	30
	Drawings
	
	£60.00

	
	
	
	
	
	Balance c/d
	
	£240.00

	
	Total
	
	£900.00
	
	
	
	£900.00


Capital
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	April 5
	Cash
	
	[bookmark: _4d34og8]£300.00

	
	Balanced c/d
	
	£300.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Purchase
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 7 
	Cash
	
	£200.00
	
	Balanced c/d
	
	£200.00

	
	
	
	
	
	
	
	


Accounts payable
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 29
	Cash 
	
	£200.00
	April 8
	Cash 
	
	£250

	28
	Rent 
	
	£50.00
	
	
	
	

	
	Total 
	
	£250.00
	
	
	
	£250.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Motor van
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 15
	Cash
	
	£150.00
	
	
	
	

	
	
	
	
	
	Balanced c/d
	
	£150.00

	
	
	
	
	
	
	
	


Sales
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	April 20
	Cash 
	
	£350.00

	
	Balanced c/d
	
	£350.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Rent
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 28
	Cash 
	
	£50.00
	
	
	
	

	
	
	
	
	
	Balanced c/d
	
	£50.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Drawings
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	April 30 
	Cash 
	
	£60.00
	
	
	
	

	
	
	
	
	
	Balanced c/d
	
	£60.00

	
	
	
	
	
	
	
	







b. 

Trial balance at 30 April
	Accounts title
	Debit
	Credit

	Cash 
	£240.00
	

	Capital 
	
	£300.00

	Purchase
	£200.00
	

	Accounts payable
	
	£50.00

	Motor van
	£150.00
	

	Sales
	
	£350.00

	Rent 
	£50 .00
	

	Drawings 
	£60.00
	

	Total
	£700.00
	£700.00


c. 
Profit and loss statement
For the month ended 30 April
	Sales 
	
	£350.00

	Cost of goods sold
	
	

	Purchase 
	£200.00
	

	Closing inventory
	(£100.00)
	

	
	
	(£100.00)

	Gross profit
	
	£250.00

	Rent expense
	
	(£50.00)

	Net profit
	
	£200.00


Statement of financial position
At the end of the month 30 April
	Assets

	Non-current asset: Motor van £150.00

	Current asset: Cash                £ 240.00

	Total asset                               £390.00

	Equity/Liabilities

	Capital                                  £ 300.00

	Less: Drawings                      (£60.00)

	                                              £ 240.00

	Current liabilities: 
Accounts payable                   £ 50.00

	Total: 390





[bookmark: _1fob9te]Task 2
a. 
Ledger accounts
Cash account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 1
	Capital
	
	£5000.00	
	January 2
	Cash
	
	£600.00

	4
	Accounts payables
	
	£1000.00
	3
	Cash
	
	£1300.00

	13
	Sales 
	
	£300.00
	10
	Expenses
	
	£200.00

	15
	Sales
	
	£500.00
	24
	Expenses
	
	£150.00

	
	
	
	
	27
	Accounts payable
	
	£350.00

	
	
	
	
	30
	drawings
	
	£175.00

	
	
	
	
	
	Balance c/d
	
	£4025.00

	
	Total
	
	£6800.00
	
	
	
	£6800.00


Motor van
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 2
	Cash 
	
	£600.00
	
	Balanced c/d
	
	£600.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Purchase
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 3
	Cash 
	
	£1300.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Accounts payable
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 27
	Cash 
	
	£350.00
	January 4
	Cash 
	
	
£1000.00

	
	Balanced c/d
	
	£650.00
	
	
	
	

	
	Total 
	
	£1000.00
	
	
	
	£1000.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Expense 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 10
	Cash 
	
	£200.00
	
	
	
	

	24
	Cash 
	
	£150.00
	
	
	
	

	
	
	
	
	
	Balanced c/d
	
	£350.00

	
	Total 
	
	£350.00
	
	
	
	£350.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Sales 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	January 3
	Cash 
	
	£300.00

	
	
	
	
	20
	Cash 
	
	£500.00

	
	Balanced c/d
	
	£800.00
	
	
	
	

	
	Total
	
	£800.00
	
	
	
	£800.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Capital 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	January 1
	Cash 
	
	£5000.00

	
	Balanced c/d
	
	£5000.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Drawings 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 30
	Cash 
	
	£175.00
	
	Balanced c/d
	
	£175.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	




b. 
PENDO
Trial balance at 31 January
	Accounts title
	Debit
	Credit

	Cash 
	£4025.00
	

	Motor van
	£600.00
	

	Purchase
	£1300.00
	

	Accounts payable
	
	£650.00

	Expenses
	£350.00
	

	Sales
	
	£800.00

	Capital
	
	£5000.00

	Drawings
	£175.00
	

	Total 
	£6450.00
	£6450.00

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	





c. 
Profit and loss statement
For the month ended at 31 January
	Sales 
	
	£800.00

	Cost goods sold
	
	

	Purchase
	£1300.00
	

	(closing inventory)
	(£800.00)
	

	
	
	(£500.00)

	Gross profit
	
	£300.00

	Less expenses
	
	(£350.00)

	Net loss
	
	(£50.00)


Statement of financial position
At the month ended on 31 January
	Assets 
	

	Current asset: Cash
	£4025.00

	Non-current asset: Van
	£600.00

	Total assets
	£4625.00

	Equity/liabilities
	

	Capital
	£5000.00

	Less drawings
	(£175.00)

	Accounts payables
	£650.00

	Total equity/liability
	£4625.00





[bookmark: _3znysh7]Task 3 
a. 
Ledger accounts
Cash account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 7
	Accounts receivable (Smith)
	
	£18.00
	January 5
	Wages
	
	£12.00

	11
	Sales
	
	£64.00
	9
	Max 
	
	£21.00

	21
	Sales
	
	£110.00
	14
	Wages
	
	£14.00

	23
	Harvey
	
	£25.00
	14
	Purchase
	
	£75.00

	28
	Sales
	
	£84.00
	15
	Rich
	
	£12.00

	31
	Sales
	
	£30.00
	20
	Equipment
	
	£32.00

	
	
	
	
	21
	Wages
	
	£17.00

	
	
	
	
	23
	Office expenses
	
	£3.00

	
	
	
	
	28
	Wages 
	
	£15.00

	
	
	
	
	
	Balance c/d
	
	£130.00

	
	Total 
	
	£331.00
	
	
	
	£331.00


Accounts receivable (Harvey)

	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 2
	Sales 
	
	£124.00
	January 23
	Cash
	
	£25.00

	
	
	
	
	
	Balance c/d
	
	£99.00

	
	Total 
	
	£124.00
	
	
	
	£124.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Sales account 

	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	January 2
	Harvey
	
	£124.00

	
	
	
	
	11
	Cash
	
	£64.00

	
	
	
	
	21
	Cash
	
	£110.00

	
	
	
	
	28
	Cash
	
	£84.00

	
	
	
	
	31
	Cash
	
	£30.00

	
	Balance c/d
	
	£412.00
	
	
	
	

	
	Total 
	
	£412.00
	
	
	
	£412.00


Wages account

	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 5
	Cash
	
	£12.00
	
	
	
	

	14
	Cash
	
	£14.00
	
	
	
	

	21
	Cash
	
	£17.00
	
	
	
	

	28
	Cash
	
	£15.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£58.00

	
	Total 
	
	£58.00
	
	Total 
	
	£58.00



Purchase 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 5
	Accounts payable (RICH)
	
	150.00
	
	
	
	

	14
	cash
	
	£75.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£225.00

	
	Total 
	
	£225.00
	
	
	
	£225.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Accounts payable (Rich)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 15
	Cash
	
	£12.00
	January 5
	Purchase
	
	£150.00

	
	Balance c/d
	
	£138.00
	
	
	
	

	
	Total 
	
	£150.00
	
	
	
	£150.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	






Accounts receivable (smith)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	January 7
	Cash 
	
	£18.00

	
	Balance c/d
	
	£18.00
	
	
	
	

	
	Total 
	
	£18.00
	
	
	
	£18.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Accounts payable (Max)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 9
	Cash 
	
	£21.00
	
	
	
	

	
	
	
	
	
	Balance c/d 
	
	£21.00

	
	Total 
	
	£21.00
	
	
	
	£21.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Equipment 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 20 
	Cash 
	
	£32.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£32.00

	
	Total 
	
	£32.00
	
	Total 
	
	£32.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Office 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	January 23
	Cash
	
	£3
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£3.00

	
	Total 
	
	£3.00
	
	
	
	£3.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	




b. 
Mafuta retailer
Trial balance at 31 January
	Accounts title
	Debit
	Credit

	Cash 
	£130.00
	

	Accounts receivable(Harvey)
	£99.00
	

	Sales
	
	£412.00

	Wages
	£58.00
	

	Purchase 
	£225.00
	

	Accounts payable (Rich)
	
	£138.00

	Accounts receivable (Smith)
	£18.00
	

	Accounts payable-Max 
	
	£21.00

	Equipment 
	£32.00
	

	Office expenses 
	£3.00
	

	Total 
	£565.00
	£565.00

	
	
	

	
	
	

	
	
	



c. 

Profit and loss statement
For the month ended 31 January
	Sales 
	
	£412.00

	Cost of goods sold
	
	

	Purchase 
	£225.00
	

	Opening inventory
	£458.00
	

	Less: closing inventory
	(£374.00)
	

	
	
	(£309.00)

	Gross profit
	
	£103.00

	Wages expense
	£58.00
	

	Office expense
	£3.00
	

	
	
	(£61.00)

	Net profit
	
	£42.00

	
	
	


Statement of financial position
At the year ended at 31 January
	Asset
	
	

	Noncurrent asset: Equipment
Furniture and fittings
	£32.00
£108.00
	

	Current asset: Cash
Accounts receivables
	£130.00
£143.00
	

	
	
	£503.00

	Equity/liabilities
	
	

	Accounts payable
	
	£159.00

	
	
	





[bookmark: _2et92p0]Task 4
Ledger accounts
Cash account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 20
	Sales
	
	£6000.00
	June 25
	Cash
	
	£11160.00

	24
	Claire 
	
	£7125.00
	27
	Cash 
	
	£4410.00

	25
	Hywel
	
	£9000.00
	
	Balance c/d
	
	£6555.00

	
	Total 
	
	£22125.00
	
	Total 
	
	£22125.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Sales account
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	June 2
	Claire
	
	£8500.00

	
	
	
	
	14
	Hywel
	
	£9000.00

	
	
	
	
	20
	Cash
	
	£6000.00

	
	
	
	
	24
	Mandy 
	
	£5000.00

	
	Balance c/d
	
	£28500.00
	
	
	
	

	
	Total 
	
	£28500.00
	
	
	
	£28500.00


Accounts payable (Andrew)

	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 27
	Cash 
	
	£4500.00
	June 21
	Purchase 
	
	£4500.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Accounts receivables (Claire)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 2 
	Sales
	
	£8500.00
	June 22
	Sales return
	
	£1000.00

	
	
	
	
	June 24
	Cash 
	
	£7500.00

	
	Total 
	
	£8500.00
	
	Total 
	
	£8500.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	





Accounts payable (Georgina)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 25 
	Cash 
	
	£12000.00
	June 13
	Purchase 
	
	£12000.00

	
	Total 
	
	£12000.00
	
	
	
	£12000.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Accounts receivables (Hywel)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 14 
	Sales 
	
	£9000.00
	June 25
	Cash 
	
	£9000.00

	
	Total 
	
	£9000.00
	
	
	
	£9000.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Sales discount 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 24 
	Claire 
	
	£375.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£375.00

	
	Total 
	
	£375.00
	
	Total 
	
	£375.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Purchase discount 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	
	
	
	
	June 25
	Georgina
	
	£840.00

	
	
	
	
	June 27
	Andrew
	
	£90.00

	
	Balance c/d
	
	£930.00
	
	
	
	

	
	Total 
	
	£930.00
	
	
	
	£930.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Accounts receivable (Mandy)
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 24
	Sales 
	
	£5000.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Purchase 
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£) (£)

	June 13
	Georgina 
	
	£12000.00
	
	
	
	

	June 21
	Andrew 
	
	£4500.00
	
	
	
	

	
	
	
	
	
	Balance c/d
	
	£16500.00

	
	Total 
	
	£16500.00
	
	Total 
	
	£16500.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Sales return
	Date
	Description
	Ref
	Amount (£)
	Date
	Description
	Ref
	Amount (£)

	June 22
	Claire 
	
	£1000.00
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	




Comments: (showing transactions of individual customers and suppliers)
1. Ricardo has sold Claire for (£) 8500 and offered 5% settlement discount and Claire took advantage of the discount and paid £7500 after deducting the settlement discount. Meanwhile, Claire returned £1000 goods which were not part of the discount price.
2. Ricardo bought goods from Georgina for £12000 on credit who offered 7% settlement discount and avail the discount paying £11160 after deducting £840 in discount.
3. Ricardo sold goods to Hywel for £9000 after 5% trade discount
4. Ricardo bought goods of £4500 from Andrew after 2% settlement discount offered and paid the amount in full after £90 discount offered as per the offer.
5. Hywel settled the amount of £9000 to Ricardo on 25th June.
6. Claire received a £375 sales discount from Ricardo.
7. Ricardo received a purchase discount from Georgina and Andrew.

Ricardo business
The trial balance on 31 June
	Accounts title
	Debit
	Credit

	Cash 
	£6555.00
	

	Sales 
	
	£28500.00

	Sales discount
	£375.00
	

	Purchase 
	£16500.00
	

	Purchase discount
	
	£930

	Total 
	£29430.00
	£29430.00

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



[bookmark: _Toc509420938]Task 5
[bookmark: _Toc509420939]1.1 Analyze the constituent parts of working capital
Working capital can be considered as the financial resource that is required by the organizations for operating the daily business activities. It is the blood of any business. Without working capital the survival of the business is not possible. Panigrahi (2017) has defined working capital as the difference between the current assets and current liabilities of a company. on the other hand, Tran et al. (2017) mentioned that working capital is the amount or fund that remains in the hands of the company after meeting its current liabilities. Zariyawati et al. (2017) stated that maintaining a standard amount of working capital is essential for every business because it helps in maintaining smooth flow of business operations. The working capital of a company indicates the liquidity of the business. The formula for calculating working capital of a business is as follows:
Working capital = Current Assets – Current liabilities
The above formula is indicating or showing the constituent parts of working capital and these parts are the current assets and current liabilities of the business. Current assets are the short-term assets of the business; whereas, current liabilities are the short-term liabilities of the firm. The current assets of the company include the inventory, debtor or accounts receivables, and cash in hand and cash at bank. On the other hand, the current liabilities of the business includes the creditors or accounts payables, bank over draft and short-term bank loan and many others short-term loans. According to Sharif et al. (2018), in order to maintain higher or standard amount of working capital, a company must maintain higher amount of current assets like, inventories or cash in hand than the current liabilities like, creditors or bill payables. 
[bookmark: _Toc509420940]1.2 Justify the importance of working capital long-term survival of the company
In the above discussion, it has been understood that working capital is an essential part of every business. If the importance of the working capital is critically analyzed, it can be identified that the working capital is essential for the long-term survival of the company. Working capital is required by the business organizations to operate daily activities of the business (Tran et al. 2017). Therefore, in the other words, it can be stated that without working capital, a company cannot operate its regular activities that are very important to the business. It means, without working capital the regular activities of the business is hampered and if the business cannot perform the regular activities, it cannot survive in the market (Sharif et al. 2018). 
For example, due to the unavailability of the working capital, Company Agros cannot purchase some raw materials that are urgent for the production. Therefore, the production of the company is hampered because of the crisis of working capital. As the company is not able to produce the products, it cannot sell the same and cannot satisfy the customers. Therefore, the customers will never trust Company Agros and in the near future, the sales level of the business will go down. At last, the company will be shut down. This example is clearly stating that a company is dependent on the availability of working capital for long-term survival.
This discussion can be made from a different perspective also. Working capital indicates the liquidity position of the business. Therefore, if there is lack of working capital, the liquidity of the company is a question to the stakeholders. In this situation, no bank or creditor wants to provide financial support to the company (Panigrahi 2017). Therefore, if the company needs money or funds on urgent basis, it cannot arrange that. Hence, the performance of the company will be hampered, which will make the future of the business insecure.
Therefore, from the above discussion, it is very clear that for long-term survival of the business, the management must take care of the level of working capital.
[bookmark: _Toc509420941]1.3 Assess the suitability of three different internal sources of finance for particular business need
In order to operate a business, a company needs sufficient amount of funds. However, arranging the required amount of funds is not that easy. The company needs to access several sources for arranging the funds or financial support. These sources can be divided in to two parts – internal sources and external sources. Here, the discussion has been made on the internal sources of funds and their suitable to a particular business.
There are several internal sources of finance that the company may use to meet the financial needs of the business. The three main internal sources of finance are stated below:
Retained profit – It is one of the major internal sources of finance that the company can utilize during the requirements. This particular internal source is created by the company by saving a certain portion of profit in each financial year. The main advantage of this particular internal source is that the company can arrange the funds at any time from this source (Amornkitvikai and Harvie 2018). It means for arranging the required funds, the company will not require to wait for long or any critical procedure. This is easily available to the company. However, it is also true that in order to create this source of fund, the company needs to compromise a certain portion of profit in every financial year.
Sale of old assets – This is another most important internal source of fund. In most of the companies, which are operating business for long time, there are some old assets that are not usable to the company (Ferrando and Lekpek 2018). During the requirements of the funds, the company can arrange money by selling these unused or spare assets. This is also an easy source of fund and no extra change is required to pay to avail this source. However, it takes some times to sell the assets.
Sale of inventory – The Company can also use the internal source of fund that is sale of inventory. The company can use the inventory and can arrange money within short-period. However, if the market value of the inventory decreases, it may generate loss to the company (Amornkitvikai and Harvie 2018).
[bookmark: _Toc509420943]3.1 Judge the appropriateness of the three different sources of finance for particular business needs.
Finance is one of the vital parts in the starting of business (Storey, 2016). It is the backbone for any business organization. It acts as the growth escalator in the business organization. It enhances the infrastructure of the organization. It helps in the generation of goodwill in the organization. Some of the most vital sources of finance are provided hereunder:
Equity Share – Equity share is the prime source of finance in the organization (Asante et al., 2016). It procures voting rights for the investors and they have the right to the claim on the assets. Various types of equity capital are subscribed, authorized, issue, paid up, sweat equity, rights, bonus (Shah et al., 2016). The value of the shares is expressed in terms of face value or par value, book value, market value or the issue price. They are called the long term finance as they are incorrigible in nature. Their liability in the company is limited to the amount of investment in the company. Claiming the assets of the company is one of the rights of the equity shareholders. They procure the rights and have the definitive right in the organization. Rights to the credit of the organization can be acquired at the time of liquidation of the organization which can be acquired by the equity share holders in a significant manner. 
Angels – They are the next source of finance. They normally invest in the originations where the financial aspect is at the larger scale along with the long term planning and the collaboration of effective measures in the enhancement of the organizations. They are normally inclined towards the industrialist bench. They act as the investor in a multifaceted manner. 
 Venture Capital- This is one of the prime investor in the field of financing. They are the prime source of investor after the equity shareholders. They normally invest in the organizations where the working capital along with the prospects of the organizations is towards progressive growth and development. It is one of the prime medium in the respective field of investment. 
The financers as mentioned in the above analyses are the prime movers in the organization. They act as the formulative machine in the organization in a larger dimension. They set the podium in the fields of the global market. 
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The capital investment techniques help to ascertain the investment measures in the future. The measures act as the forum for the application of investment. The methods are ascertained hereunder:
Payback period method-   The payback period method is usually expressed in years and takes the cash flows to determine the cash outflows for a certain period of time (Gotze et al., 2016). This method helps in the recognizing the original capital invested in the project. At this method the cash inflow will be equal to the cash outflow. This method specifies the recovery time by the accumulation of the cash inflow year by year until the cash inflow will be equal to the invested capital. It ascertains the number of taken to ascertain the capital invested in the project. 
 The formula for the payback period method is Cost of Investment/ Net Annual Cash Flow
 In this method the investment is is to be ascertained along with the net annual cash flow for a certain period of time.
Accounting Rate of Return Method- This is also known as the return on investment method. It is provided to ensure the margin of profit during a particular point of time (Magni,  2016). Net accounting profit is to be ascertained to derive the percentage of capital invested during a particular point of time. It does not take into account all the years required in the ascertainment of profit but takes into account only a certain period of time.  
The formula for the accounting rate of return is Average Annual Profit/ Annual Investment. The annual profit is to be ascertained along with the annual investment for the certain period.
Net present value method- This is another cardinal method in the respective field. The objective of the firm is to create the wealth by using present and the future resources to produce goods and services. To create wealth the inflows must exceed the present value of all the anticipated cash outflows. Net present value is ascertained by the discounting all the cash outflows and inflows attributable to a capital outlay project by the selected percentage. 
 These are the cardinal methods in the ascertainment of the capital investment for a particular point of time although some are oriented towards the long term investment. 
The formula for Net Present Value Method is Present value of Cash inflow- Present value of Cash Outflow. In this formula the net cash inflow and the net cash outflow are to be ascertained from the cash flow statement in a detailed manner. 
 In all the above scenarios the annual profit, annual investment along with the cash inflow along with the cash outflow are to be ascertained in the significant manner and helps in the configuration of effective and transitional changes in the functioning of the organization in a retrospective manner.
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 Cost benefit analyses is the method to ascertain the investment incurred during a particular point of time. 
 The methods are similar to the one discussed in the capital investment appraisal method. The scenario is directed towards the ascertainment of the capital invested in the project and the allocation in the respective field. The methods help in the ascertainment of the Accounting Rate of Return Method, Net Present Value method and the Payback period method.
 The payback method helps in the ascertainment of the total cash invested in the project. It helps in the ascertainment of the amount of capital invested in the company. It is the projection of the future analyses of the organization for a certain point of time and helps in the ascertainment of the amount invested in the respected field for a certain point of time. This help in the ascertainment of the budget for the particular point of time. 
 Accounting Rate of return method is the ascertainment of the amount of the capital invested in the company (Korteweg and Nagel, 2016). It is the projection of the annual amount invested during a particular point of time. It is the effective tool in the enhancement of the organizational in a systematic manner. The rate of return method helps in the ascertainment of capital which is for a certain period of time. The method helps in the analyzing of the budget that has been enshrined in the respective scenario. 
 Net present value helps in the ascertainment of the net inflow along with the cash outflow for a certain period of time. It is the cardinal measure in the ascertainment of the policies regarding the accounting for a certain point of time and in the calculation of the net inflow of the cash in the respective field along with the outflow that would help in the allocation of the effective measures in the inflow of the cash rather than cash outflow. This is the method which helps in the proper and effective allocation of the funds for the organization. 
The formula for the Cost Benefit Analyses is Total Discounted value of Benefits / Total Discounted value of Costs. The formula ascertains that the configuration regarding the discounted values as to the value of the benefits generated along with the discounted value of the costs for the certain point of time. They are normally determined from the cash transition that are formulated over a point of time in the accounting year and is the likely procedure for the ascertainment of the transition in the point of determination of the cash.


[bookmark: _Toc509420946]Conclusion
The financial analyses help in the cash inflow and the cash outflow in a systematic manner. The initiation of the project is directed towards the capital investment measures which are to be initiated to bring out the prospects of the future in a systematic manner. It helps in the checking of the policies that are to be ascertaining the cash inflow and the cash outflow from time to time. It is the progressive approach in the ascertainment of the policies by the investment measures in the long run. The capital investment measures would help in the ascertainment of the policies regarding the future projects that are to be ascertained for the growth and development. 
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