Managing Working Capital - Question 1 
Tangiers Limited is a private limited company based in the UK. It designs and manufactures components for the motor car industry.  The company has a long term plan to grow its business through acquisition of competitors.  To establish if this strategy is viable, the directors need to know how the business is performing, and to consider the potential long term funding.

The financial statements of Tangiers Limited, with previous year comparative figures, are given below.  

(All figures are in £1,000)

Balance Sheet as at 31 March
2015			2014
Fixed assets
Property			228			228
Plant and equipment		762			847
––––––			––––––
[bookmark: _GoBack]990			1,075
––––––			––––––

Current assets
Stock	 			600			565
Trade Debtors			820			845
––––––			––––––
1,420			1,410
––––––			–––––––


Current liabilities
Trade Creditors			665			831
Tax Creditor			48			21
Bank overdraft			432			593
––––––			––––––
1,145			1,445
––––––			––––––

Long term liabilities
10% loan notes 			200			200

––––––			––––––
Net assets 			1,065			840
––––––			––––––


Capital
Ordinary shares @ £1		700			700
Profits & Loss Reserve 		365			140
––––––			––––––
				1,065			840
––––––			––––––



Profit & Loss account for the year ended 31 March
2015			2014
Sales 				2,600			2,400
Cost of sales 			(1,620)			(1,349)
––––––			––––––
Gross profit 			980			1,051

Distribution costs 		(408)			(354)
Administrative expenses	(194)			(189)
––––––			––––––
Operating profit			378			508
––––––			––––––
Interest 			(58)			(56)
––––––			––––––
Profit before tax 		320			452
Taxation			(95)			(89)
––––––			––––––
Profit for the year 		225			363
––––––			––––––


Required:
(a) Including an appropriate ratio analysis, critically evaluate the management of the working capital of Tangiers Limited. 

