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Paul was unemployed and was unable to find a job. He therefore decided to
embark on a business venture in order to meet his living expenses. Christmas
was approaching and so he decided to buy gift wrapping paper from a local
supplier and sell it on the corner of his local high street. He felt that the price
of wrapping paper in the high street shops was excessive and that this
provided him with a useful business opportunity.

He began the venture with £40 in cash. On the first day of trading he
purchased wrapping paper for £40 and sold three-quarters of his stock for

£45 cash.

What cash movements took place in the first day of trading?



On the flrst day of tradmg | cash ﬂow satennen, showmg the cash
movements for the day, can be prepared as follows

Cash flow statement for day 1

f
Opening balance (cash introduced 40
Proceeds from sale of wrapping paper 49
8

Cash paid to purchase wrapping paper 40

Closing balance 45
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