Question 26 – Cash forecasts

At 31 December 2021, Delta Limited has produced the following actual data for October to December 2021, and forecast data for the next 3 months: 
ACTUAL 		FORECAST
(x £1,000)			Oct	Nov	Dec		Jan	Feb	March
				2021	2021	2021		2022	2022	2022
Operating expenses 		355	346	327		356 	34 	359
Other expenses			245	279	253 		241 	274 	266
Trade Debtors			1,300	1,785	1,815 		1,888 	2,100    2,300
Trade Creditors			810	955	990 		1,345 	1,542 	1,720
Purchase of new machinery					800 		
Sale of scrap							150 		

Delta expects on average, to pay all trade suppliers after 3 months, and to receive payments from customers after 2 months.  Operating expenses will be paid immediately, and other expenses will be paid 2 months later.
The purchase of the new machinery will be on 2 months credit, and the old machinery will be sold for scrap with 1 month credit.
On 1st January 2022, the bank accounts are overdrawn by £61,000.  Delta proposes to pay a dividend of £50,000 in March 2022.  A tax instalment of £25,000 is due in March 2022.
Required:
(a) Prepare a cash forecast for each month from January 2022 to March 2022, and identify any areas of concern and discuss management actions needed to address those concerns. 

