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Cash = notes, coins, cheques

Bank account = Where the business keeps its cash. 

Cash flow = the movements of cash into and out of a business

Liquid assets = an asset that can be quickly turned into cash. 
Most to least liquid:
Cash 
Debtors (people who owe the business money) 
Inventory (goods available to sell to customers)

Liquidity problem = business has run out of cash and is unable to meet ongoing expenses eg wages, interest payments

· Cash inflows: movements of cash into a business - when customers pay for their sales, when a loan is received from the bank, interest is received or when assets are sold
· Cash outflows: movements of cash out of the business - when suppliers are paid, employee wages and salaries are paid; interest is paid to the bank and so on
The difference between the cash inflows and cash outflows during a specific period (e.g. a week, month) is known as the "net cash flow".

The challenge for any business (particularly a start-up) is to ensure that it manages its net cash flow to ensure that it does not run out of money.

The main types of cash flow can be summarised as follows:
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Cashsales

Receipts from trade
customers

Sale of spare assets

Investmentof share capital
Personal fundsinvested
Receipt of bankloan
Government grants
Receipts from factoring

Payment of wages & salaries
Payment of suppliers (e.g.
rawmaterials, stocks)
Buyingequipment
Interest on bankloan or
overdraft
Payment of dividends
Repayment of loans
Payment of easingor hire.
purchase rentals

Income tax, VAT &
Corporation tax





