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Good planning
Quick responses

Have yau ever wondered what it s like to be the master juggler
wha seems to keep many things in the air as effartlessly as taking
a stroll in the park?

The art of Warking Capital Management is much like juggling. A manager
handling the day-ta-day cash of a company also has to balance many things like
callections, bad debts, dishursements, future revenues, borrowing, and loan repayment
simultanenusly.

Itis nat, as you might have gathered alreaty, an easy task. |t requires good planning and more
importantly, quick responses

This simulatian on Warking Capital Management wil show yau what it is like to juggle with cash inflaws and
outfiows...in goad times and bad. In this simulatian, the payment and collection periods have been compressed
from the standard practice in the US to ilustrate the principles of cash management
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 Cash Flow Plan

Lawrence Sports is a $20 million revenue company that manufactures
and distributes equipment and pratective gear for baseball, football,
baskethall, and valleyball. The warld's leading retailer, May Stores, is
Lawrence's principal customer. Lawrence sources ailits material from Gartner
Pracucts and Murray Leather Warks. You can get more details about these companies
by clicking the 'Business Partners' button.

You now have a chance to be part of Lawrence—you have been appainted as ts Finance Manager.
“Youwill repart to Stepharie Sanders, Chief Financial Officer (CFO).

“Youwill be respansible for the warking capital management for the cormpany, starting from the first week

of April. Click the ‘Cash Flow Plan' hutton to familiarize yourself with the actual cash position in the month of
March and the plan for the month of April

Back Continue
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Business partners

Mayo

Mayo Stores

Mayo Stares s the world's leading retailer, with nearly 3,000
stores, including discount stores, superstores, and
warehouse membership stores. Mast of its stares are n the
US, but Mayn Is expanding nternationally, itis the #1 retailer
in Canada. Maya also has operations in Sauth America and
Europe

Maya Is the principal custamer for Lawrence, cantributing ta
about 95% of its sales.

Murray

Robert Dent - Key Account Manager, Mayo

Boh Is the Key Account Manager for Mayo. He
has been with Lawrence Sports for the past 5§
years, and has shown an mpressive track record
in building an excellent and profitable
relationship with Mayo. He is aggressive and
efficient, but likes a lat of autonamy

Based on the exsting payment terms, the fallowing sales/ callection plan is what Lawrence had forecasted in early March

March March March
10-16 1723 2430

Sales/ Week 600 600 500

Collection/ Week 320 600 580

Mayo: 20% callection on sales, the remaining 80% in the following week

March31-  April April April
Aprils 713 14-20 2127

0 800

160

Al values in $'000
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Gartner Products

Gartner Products has a range of praducts that include
woncwarking praducts, precision testing equipment, fabric
for accessories like uniforms and caps, and cured leather
This $200 millon revenue company has a market share of
37%. Lawrence Sparts sorces about 70% of its raw
materials from Gartner

Murray

Ann Wu - Head, Vendor Relationships.

Ann is the head af vendor refationships. She is
on excellent terms with Gartner and has
negotiated good deals from them on many
accasions. However, she feels that Lawrence
Sparts' bhargaining power with Gartner is
restricted, since Lawrence Sparts is not a major
customer for Gartner

Based on the existing payment terms, the fallowing purchasef payment plan is what Lawrence had forecasted in early March:

March March March
10-16 1723 2430

Purchase/ Week 532 336 420

Payment/ Week 612 453 369

Gartner: 40% payment an purchase, the remaining 60% in the next week

March31-  April April April
Aprils 713 14-20 2127

196 588

330 235

Al values in $'000
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Murray Leather Works

Murray specializes in semi-finished leather products
Lawrence Sparts is the major customer for this $10 million
revenue campany, cantributing 75% of ts sales

Murray

Ann Wu - Head, Vendor Relationships.

Ann finds Murray the mare flexiale of the two
vendars and she Is Iaoking for more vendors like
them. However, she warns Lawrence Sports not
ta stretch payments indefinitely to this company.
She feels that Murray is likely o run into deep
financial trouble if Lawrence Sports stretches
payment beyond a limit

Based on the existing payment terms, the fallowing purchasef payment plan is what Lawrence had forecasted in early March:

March March March
10-16 1723 2430

Purchase/ Week 133 84 105

Payment/ Week 170 125 a7

Murray: 15% payment on purchase, the remaining 85% in the next week

March31-  April April
Aprils 713 14-20
a3

96 22

Al values in $'000
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