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Make cash flow forecasting your New Year’s resolution

SUCCESS in business sometimes requires you to push aside your
passion for your business and spend time sorting out your finances.

By James Solomons CA

id you realise that a major part of manag-
ing your finances can be taken care of using
one very simple tool - a cashflow forecast.
This report can be done annually
and will help you see whether your anticipated
income will be able to cover your projected ex-
penses. It will also help you:
« Realise and understand when cash is
available.
« Plan and prepare for expansion, stock
control and taxes.
« Analyse and anticipate key expenses.
Software packages can be purchased to help
you generate a report. Or, you could tailor make
your own. Here’s a simple method to do it your-
self.
Step 1 - Create a cashflow forecast
Using a spreadsheet, create a table with ap-
propriate headings. Choose the length of time
over which you want to run your report and the
periods within that time. For instance, you may

want the report to show monthly amounts cov-
ering the next one or two years.

Head up the first column ‘Cash Movement’
and across the top of the table enter the months
of the year as the next column headings, like this:

Cashmovement  January  February March

In the first column, insert a heading entitled
‘Income’ and beneath that heading detail each
source of income. Add a row at the bottom for
the subtotal.

Then insert a heading ‘Expenses’ and itemise
each expense under that heading. Set up a subto-
tal at the bottom of this group.

Next enter a row which shows the total of
the income rows minus the total of the expenses

Subtotal
Monthly total

Running total

Step 2 — Input the data

Using your accounting records, enter your
actual income and expenses in the applicable
columns. Also, estimate and include any project-
ed expenses in the coming months. Be realistic
— don’t overestimate income or underestimate
expenses.

You can do a forecast either with figures in-
cluding GST or excluding GST. However if you
record figures that include GST make sure you
create an ‘expense’ item to record GST payments
due!

When all your information has been entered,
it should be easy to see where your money is
coming in and where it’s going out:

Cash movement March

January

February

rows forltlhe month. . | Income
Finally, insert a row for your running total.
In this rov)\z add your profit OI}'I loss for thegperiod Sales of A 11000 9,000 10,000
to the previous running total and this will show Sales of B 9,000 10,000 8,000
your financial position at the end of the period. Subtotal 20,000 | 19,000 18,000
Your table should start to look like this: Expenses
Cashmovement ~ January  February March Rent 2,000 2,000 2,000
Income Telephone 350 300 260
Sales of A Stationery 125 90 200
Sales of B Advertising 800
Subtotal Subtotal 2,475 2,390 3,260
Expenses Monthly total 17525 16,610 14,740
Rent Running total 17,525 34,135 48,875
Telephone
- Cashflow forecasting can also be used as a
Stationery

budget planner. For example, you may know

your rent will be increased at the end of the year,
or that you'll have numerous bills to pay next
month. So you can make sure you keep enough
funds in your bank account to cover these ex-
penses.

Your report will also indicate if you can afford
to make an investment in your business; whether
that means buying some new equipment, paying
for staff training or an advertising campaign.

Step 3 - Update regularly

Once you have completed your cashflow
forecast, it’s important to keep it up to date. That
means revisiting it regularly, say once a month,
so that you're always aware of how cash is flow-
ing through your business. Ideally, you want to
be in the position where you can control your
finances, and step in and take action if necessary,
so that you have enough cash to take care of all
your expenses.

The benefits

An annual cashflow forecast will give you all
the information you need to keep on top of your
business financially.

You'll have a clear vision of where and when
you may need to cut back on spending. At the
same time, it will highlight some potential areas
where you can invest that little bit extra.

Not only that, once your cashflow is on track,
you won't need to lose sleep worrying about
meeting your expenses and the everyday run-
ning of your business. You'll have more time to
do what you do best and enjoy your business!

James Solomons is a Chartered Accountant and a
Partner at Elite Financial Solutions based in Epping.
Contact him on 02 9868 3900 or at james@elitefi-
nance.com.au
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local business.

If you would like me to visit your
business or to help you deal with
state government departments

and agencies, please contact me.
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Geoff Lee

I'm Geoff Lee, your local MP. As a former Parramatta
small business owner, | understand the needs of

Accountants and Business Advisers
Specialising in providing advice to small to medium
sized businesses and their owners including advice

on business operating structures

Member for Parramatta

My contact details:

(o)
90 George St Parramatta
PO Box 1126, Parramatta NSW 2124
Ph:9891 4722 F:9891 5618
parramatta@parliament.nsw.gov.au

Financial Advisers
Specialising in providing simple and effective
advice to help you achieve your financial freedom

Wealth Protection : : por
! ® Strategies for success and sustainability

Home and Investment Loans

Business Leasing and Lending
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