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Starter
Where do you want to be in 3 years’ time?_______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
In 13 years?______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
In 30 years?______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
How far does your plan go?____________________________________________________
Should businesses have a plan?____________________________________________________________________________


Write what you need to know for this unit here:
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________




[image: ]Why does a business write a business plan?

[image: ]________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Why does a business write a business plan? – continued


________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[image: Image result for business plan]What is a business plan?

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
What’s included on a business plan?

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
What else goes into a business plan?
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Purpose of a business plan:


















[image: ]#1 To help set up a new business



__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________



[image: ]#2 To help the business raise finance





__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

[image: ]#2 To help the business raise finance continued



__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

[image: ]
#2 To help the business raise finance by negotiating



__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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[image: ]#3 To help the business to set objectives


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[image: http://a.files.bbci.co.uk/bam/live/content/zk7fcdm/large]#3 To help the business to set objectives - SMART

[image: ]_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
#4 To outline how functions of the business will be organised


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
What is a cash flow forecast
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Cash inflow (income)
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__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[image: ]

Highlight your diagram to show:
a) Income
b) Expenditure
c) Opening and closing balances
Now:
d) Calculate A and B







Example question:
[image: ]About Bob:
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
	Cash Flow Forecast – Bob’s Wooden Toy Shop

	 
	October 
£
	November
£
	December
£
	January
£
	February
£
	March
£

	Total Receipts (cash inflow)
	14,000
	14,000
	50,000
	1,000
	1,000
	1,000

	Total Payments
(Cash outflow)
	20,000
	20,000
	20,000
	20,000
	20,000
	20,000

	Balance at start of month
	1,000
	 
	 
	 
	 
	 

	Balance at end of month
	 
	 
	 
	 
	 
	 






[image: ]Interpretation of Bob’s cash flow forecast


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[image: ]More feedback for Bob


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________




[image: ]Uses of cash flow forecasts

· A business will prepare a cash flow _________________ to help control and __________________ cash in and out of a business;
· At years ________________ the business can make _______________________ between the predicted inflows and outflows and what actually ____________________________
· Shows the business owner where likely cash ___________________ and _____________________ are so they can arrange suitable finance e.g. an overdraft with bank
· A good cash flow forecast may help the owner to secure a better _________________ on their finance e.g. lower rate __________________

[image: bank, blur, business]Limitations of cash flow forecasts

· A cash flow forecast is only a 12-month __________________ which is very short term to make any ______________________ decisions about the business, they may need longer term finance
· This is only a forecast – an __________________ actual sales or expenses might be higher
· The owner may have overstated _____________________ or understated income

[image: Person Holding Black and Grey Pen]Limitations of cash flow forecasts continued


· The cash flow forecast is not about ___________________ it is only about the cash in the business to meet the short-term _______________________.  
· To get a full picture the business would need to show a statement of comprehensive income and a _________________________ of financial position
· It could be very risky for an _____________________ to make decisions about the business on just the cash flow forecast alone
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July August | September
£ £ £

Balance brought forward (20900) | (11200) 10700

INCOME

Sale of T-shirts

TOTAL 6000 | (6900)
EXPENDITURE
Purchase of T-shirts 25000

Retail and distribution
costs 1200 2800 4000 400

Administration 700 1500 2100 300
TOTAL EXPENDITURE 26900 4300 6100 700
Balance carried forward (20900) | (11200) | 10700 11000

Fig. 6 Cash flow forecast for the sale of T-shirts related to the 2017 Festival
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Month 1 Month 2 Month 3
Balance brought forward 0 (4,000) 2,000
Income
Revenue from fees 30,000 40,000 44,000
;féﬂg’ﬁffo':'; a*;dB alance 30,000 36,000 46,000
Expenditure
Wages 24,000 24,000 24,000
Insurance 2,000 0 0
Other expenses 8,000 A 12,000
Total Expenditure 34,000 34,000 36,000
Balance carried forward (4,000) 2,000 B
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Evidence A

Cash-flow Crisis - Not a Pretty Picture. Tyler Security Systems (TSS).

Jim Tyler was  woried man. He had seen turmover in his securty business, mainly closed
it television (CCTV) camera equipment, sz by 50 percent between 2007 and 2008,

‘with a similar increase in gross profit. However, after operating costs had been deducted,
2o of £16,300 n 2007 had only been tumed into an operatng proft o £7,330 in 2005,
2 retum o sales o ess than 3 per cent.

Jim and his son Joe, a partner in the firm, knew that their gross profit margin on CCTV
‘cameras was in ine with the industry norm, and in any case their after-sales service was
Second to none, yet their fforts were not being rewarded. After meeting their bank
manager (at his request) they decided to produce a series of budgets and incorporate.
them into 2 cash-flow forecast.

2007 2008 2009

Tumover £240000 (actual) | £360,000 (actual) | £480,000 (budget)

Figure 1

Their order book was expanding and they fet 3 33 per cent increase in sales revenue was
possible. The budgeted sales figures for the first § months are shown in the cash-flow.
forecast (Figure 3).

2007 2008 2009

Labour Costs 57,000 (actual) | £70000 (actual) | £73,000 (budget]

Figure 2

T firm employed three engineers who istaled the sytems, and one parttime
admiistrator. The enginers were paid a salary package, respective of he number of
Systemsfited orthe tme taken t it the, packages which had increased substantially
n 2008, Each engineer had use of 2 company van whichthey took home each night. The
budgeted abour costs for the first & months are shown inthe cash-flow forecast.
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Banks offer businesses various forms of finance.

To what extent might an overdraft be considered better than a loan to address TSS's
cash-flow problems?
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Explain two reasons why Hamdi might have prepared a business plan
for the company.
(6)
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