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                Teagasc Step by Step Guide to Completing the Figures
   Don’t be afraid of attempting to get the figures down on paper. It may
   take a number of efforts to get it right but you will succeed. In the
   process you will learn a great deal about your business.
   Why are the figures important?
   The figures are important as they
       * 
         Test if the business will be a success
       * 
         Forces you to think through the major aspects of the business
         finances
   They help you answer the following key questions
         * 
           How many units will I sell?
         * 
           What are the raw materials going to cost?
         * 
           What are the overheads going to be?
         * 
           What price do I need to charge?
         * 
           Will I have enough cash to keep the business going?
   There are four parts to completing the figures for your business plan:
     1. 
       Estimating Sales and Gross Profit
     2. 
       Calculating Total Overheads
     3. 
       Completing the Operating Budget
     4. 
       Completing the Cash Flow Budget.
     1. 
       Estimating Sales and Gross Profit
   To make it easier break your new business down into separate mini
   businesses if you have a range of different products or services or
   indeed some of both.
     * 
       Estimate the numbers of units sold – the important thing is to try
       and be realistic.
     * 
       Have you any forward orders?
     * 
       How are your competitors doing or similar businesses?
     * 
       Remember year 1 is your start off year and it will take you some
       time to get up and going.
   Cost of Sales
   These are the costs that can be associated DIRECTLY with the
   product/service. It includes if you had to purchase any materials to
   make the product. It is the cost of doing business.
   Gross Profit
   You can now calculate Gross Profit. This is simply the sales minus the
   cost of sales
   Gross Profit = Sales less Cost of Sales
     2. 
       Calculating Total Overheads
   The overheads are the costs of running the business. These are the
   ongoing administrative expenses of a business which cannot be
   attributed to any specific business area, but are still necessary for
   the business to function. Examples include rent, light and heat, and
   insurance.
   It includes any finance costs such as bank charges, interest on loans
   and overdrafts.
   It includes Transport Costs estimate the mileage that you will travel
   for the businesss.. The costs include insurance, road tax, maintenance
   and depreciation. Use a rate of about 50cent per mile.
   It includes depreciation of assets, the following is a good guide to
   calculate depreciation.
   Property - the net construction price should be used and not the
   actual value of the property. A rate of 2% should be used i.e. over 50
   years.
   Fixtures and Fittings – This includes any fit out costs for the
   building or business. A rate of 10% is used here, i.e. over 10 years.
   Motor Vehicles – Includes any vehicles and a rate of 20% should be
   applied, i.e. over 5 years.
   Machinery and Equipment – Any reasonably significant items of
   machinery or equipment should be depreciated at a rate of 20%.
     3. 
       Completing the Operating Budget
   The hard work is now done on the operating budget. You can now
   calculate the Net Profit or Loss for the business. This is done
   simply.
   Net Profit / Loss = Gross Profit minus Overheads
   Finally, do not carry forward any profits or loss into the next year’s
   projections.
     4. 
       Completing the Cash Flow
   Cash is the life blood of the business. Businesses generally do not
   survive on profits but on cash flow, and more businesses fail because
   they run out of cash than from any other cause. The good news is that
   having completed the operating budget you have much of the work done.
   However, the cash flow does not include Depreciation but it does
   include any monthly or annual loan repayments. You should only have
   counted the interest portion of any loans in the overheads.
   Use the monthly chart to write down what months the cash is likely to
   come in from sales and is likely to go out on bills. There may be
   bills which will be paid every month or every 2 months. Are you going
   to be taking any money out of the business for personal use?
   Finally, you should carry forward any cash at the end of the year to
   the beginning of the next year. If there is negative cash figure, do
   you have an overdraft facility to carry you over?
   Have you made any assumptions in estimating key figures?
   Write down any assumptions that you made relating to the items below.
   It must be clear what the figures are based on. This information can
   also be included in your plan.
   Write down any assumptions you made on the following headings
   Sales
   Purchases
   Stocks
   Staff Salaries
   Production Overheads
   Premises Costs
   Transport Costs
   Selling and Promotion Costs
   General Expenses
   Finance Costs
   Depreciation
   Teagasc Step by Step Guide to Completing the Figures pg 4 of 4
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