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(a)

(b)
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Anita’s Tiny Tots is a sole trader business owned and managed by Anita Patel.
State three ways in which a sole trader business differs from a limited company.

LT - PSR

If Anita and Sandra form a partnership, identify and explain two reasons why it is advisable
for them to draw up a formal partnership agreement.
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(c)* Evaluate whether or not Anita should enter into a business partnership.
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(a) Explain how the interests of Anita Patel conflict with those of:

* her employee, Sandra Bates;
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(b) Although Anita is a law abiding and respectable member of the community, her ‘cash in hand’
payments to Amit and Sandra clearly represent ‘black/hidden economy’ transactions.

Evaluate the case for Anita ending these ‘cash in hand’ arrangements with Amit and Sandra.
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Michael O’Connell, Anita’s bank manager, had reservations about the informal way in which she
has been running her business and her financial record keeping.

Identify and explain three reasons why Anita should formalise the financial aspects of her
business.
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(@) (i) Define each of the following terms:

* fixed costs;

(ii) Assuming that Anita trades for 50 weeks per year, complete the table below to calculate
the annual fixed costs associated with Option One — opening the two additional market

stalls. [3]
Market charges £
Cost of van £5000
Cost of Sandra’s wages £
Total fixed costs £

(iii) Given the 100% mark up on variable costs, calculate the level of sales Anita would need
to break-even from operating the two additional market stalls. [2]

Show your workings:

Level of sales:
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(b) The table below is extracted from the cash-flow forecast which Anita prepared as part of her
application for a loan to finance Option Two — opening of the shop in Norford.

Complete the table. [71

All figures in £ July 2008 August 2008 September 2008

Cash Inflow

-Own Savings 10000 0 0
-Bank Loan 20000 0 0
-Sales Revenue 0 7500 9000
Total Cash Inflow 7500 9000

Cash Outflow

-Capital Expenditure 20000 0 0
-Lease (Rent) 10000 0 0
-Stock 5000 5000 5000
-Wages 0 1200
-Overheads Paid 300 300 300
Total Cash Outflow 35300 6500 6500
Net Cash Flow 1000

Opening Balance 0 (4300)
Closing Balance (4 300)

(c) Analyse the case for drawing up a cash-flow forecast for a new venture such as Option Two
— the opening of the new shop in Norford.
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(@) Complete a SWOT analysis for Anita’s existing business as a stall holder in Norford market.

SWOT

Strength 1

Strength 2

Weakness 1

Weakness 2

Opportunity 1

Opportunity 2

Threat 1

Threat 2
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(b) Identify and explain two reasons why a SWOT analysis is essential for a small business such
as Anita’s Tiny Tots.
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(c) Evaluate the expansion options available to Anita Patel.
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