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A Guide to Cash Flow Forecasting

1
Introduction

This guide has been designed to provide an insight
into cash flow forecasting. It describes the nature
of cash flow, how to forecast it and explains why it

is so important to forecast as accurately as you can
to enhance short term business survival and develop
longer term prosperity.

The guide contains a series of practical  Important Notes:
steps and a worked example to help )
you to put together your first cash flow 1. Rules on taxation are changed by

forecast. Ablank cash flow template Government from time to time.
accompanies this guide. Please always refer to the Her

Majesty’s Revenue & Customs (HMRC)
Understanding your cash flow will help website for the latest information on
you make better business decisions as taxation and allowances. HM Revenue
you learn the skills of entrepreneurship. & Customs - GOV.UK (www.gov.uk)

. You should keep all your financial Other Guides
receipts and any paperwork in the Series:
Intended Readers: associated with your trading
activities. Itis alegal requirement
and your Bookkeeper, Accountant
or HMRC Inspector will want to see
them all when it comes to producing A Guide to understanding
your end of year accounts and/or your Target Market
calculating any tax liabilities you may (Market Research)
owe.

A Guide to developing a
Business Plan

This guide is primarily aimed to

assist those who are not familiar with
cash flow forecasting, in particular,
individuals who are thinking about
starting their first business venture as
well as those who have recently started
their first business and are now trying
to better understand and manage their
current and potential future financial

situations. A Guide to Branding

A Guide to developing a
Sales & Marketing Plan

The information provided in this guide A Guide to the Marketing
has been prepared for individuals who Mix (Media Channels)
do not have a financial background.
Any financial jargon used in this guide
is explained as are the basics of the
methods and techniques used that
enable you to forecast your business
cash flow.




2.
Case Study:
The Call
Answering
Company

Cash flow and confidentiality are key for a
business which is setting down roots in a
hotbed for fledgling firms as it approaches

its second anniversary.

The Call Answering Company was
founded by Sam Waslin as a sole
trader when she couldn’t find anybody
to manage phone calls for her
transcription business and husband
Andy’s work as a driving instructor.

Even with the country in the grip of
Covid, Sam set her company ona
course for growth, building a team
which includes daughter Emilie and
choosing premises which support
business development.

She said: "With me running my business
and Andy working as a driving instructor
we found we'd be answering calls on
holiday or missing them. I looked at
options for having someone to do it for
usand | didn't like what | found.”

From the outset The Call Answering
Company offered a 24/7 service on

the basis that demand is much higher
outside normal business hours. But that
commitment comes at a cost.

04

Sam said: “One of the main challenges
is estimating overheads. Typically you
think it will cost what you can afford.
You have initial costs particularly if
you employ people straight away - a
significant outlay even before you get
any revenue, and there will always be
bills that you didn't anticipate.

“The next hardest thing is getting your

head around legislation and regulations.

Employing staff can be a minefield on
its own. Doing the job is the easy part.

“The most significant requlations
involve GDPR. We hold a lot of
information that is easily identifiable
and we take some payments over
the phone. So we are conscious of
data security and we have various
safeguards, including confidentiality
agreements with every member of
staff.”

Relocation in summer 2020 to The
Deep Business Centre provided the
flexibility and support that Sam needs
as she prepares for a post-Covid surge
in activity.

She said: “We have private rooms
next to our main office, giving me the
space to work on the business rather
thanin the business. We are taking on
someone under the Kickstart scheme
and we expect to recruit more call
handlers as businesses become more
active.




3.
Financial
Forecasting
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What is Financial Forecasting?

Financial forecasting is an important
way to help you to manage your
business and its costs as well as to plan
for the future. Itinvolves producing
estimates of key financial aspects of a
business, such as how much profit (or
loss) it is generating, it's net worth and
the amounts of money (cash) it needs
to operate successfully (cash flow),

to name a few. Failing to calculate or
forecast this information can make the
difference between success and failure
for a business.

Forecasting techniques typically rely
on a set of assumptions being made
about what might happen in the future
so that the financial consequences can
be calculated and assessed. Different
future situations can be defined by
adjusting the assumptions made, so
that a selection of different future
situations (or forecasts) can be made.

These typically include three situations,
namely: (i) a best case situation, (ii)a
worst case situation and finally (iii) the
most likely situation. The most likely

or realistic situation should reside
between the best and worst case
situations, in terms of the assumptions
made. Nevertheless, itis true to say
that some of the figures will be best
guesses based on the information that
you have available to you at the time you
are preparing your forecasts.

This approachis frequently used when
preparing a business plan or making
aloan application to raise money,
although the understanding you can
gain from creating your forecasts can
assist you much more broadly when
making key business decisions.

What is a Personal Survival Budget?

Your business will not be able to survive
for very long if it can't support you
sufficiently well financially. When
considering starting up a new business,
you should calculate what you will

need to take from the business to live
on. This canbe done by producing

a list of your personal expenditure
commitments plus a small contingency
should something unexpected occurin
the meantime. Thisis called a‘Personal
Survival Budget'and it will help you to
identify an amount of money that your
business will need to generate as a
surplus over and above all the business
expenditure that your business will
incurin order to trade. You will use

this figure in your business cash flow
forecasts.

What is Cash Flow Forecasting?

A cash flow forecast is an essential tool
that will help you to better understand
and prepare your business for the
future. Itisanimportant management
technique that can provide visibility

of the future financial performance of
the business and support key business
decisions in the day to day operation of
the business and for its development
and growth.

Why is Cash Flow Forecasting
Important?

A business needs money (or cash as
itis referred to)to operate. If it does
not have enough cash then it will not
be able to pay its suppliers, employees
and anyone else that it may owe money
to. If a business runs out of cash (or
credit from its suppliers, etc.)and can
no longer pay its way, it will eventually
be unable to continue to receive the
materials, labour, equipment and other
things that it needs to operate and
therefore fail to meet its customer
commitments. This canlead to
insolvency or bankruptcy and all the
difficulties and anguish that come with
this situation.

Without robust methods of managing
the cash flow in a business, you could
find yourself getting into financial
difficulties with little or no warning. It
would be reckless not to do any cash
flow forecasting at all. This would be
like trying to manage your business
wearing a blindfold, you would not be
able to see what was going on or what
the implications would be if certain
situations or decisions are made. It
can however, be just as reckless if your
forecasting is wildly out too, especially
where you are too optimistic about

sales income and/or you do not properly

include all the expenses / costs that
you will incur in reality, creating a
deceptively false and misleading
picture.

A Guide to Cash Flow Forecasting

Business lenders / Banks are not

so readily inclined to give cash to a
business that is in financial distress,
especially where it has no cash flow
forecasts or has forecasts that were
over optimistic and misleading.
Lenders will have little confidence in
new business forecasts that are clearly
inaccurate.

Cash Flow Forecasting is ideally needed
to be done before a business is started,
to check that it is commercially viable
from the outset. Whilst financial
forecasting is needed throughout

the life of a business as the forecast
information underpins many of the key
decisions that will need to be made, itis
important to master this skill as early in
your business venture as you can.

Better to be prepared and ready than
inadvertently stumble into financial
distress and hardship.




L.
Practical Steps

to Financial
Forecasting

In practical terms, a cash flow forecast
is simply a record of when you think you
will receive cash in your business and
when you think you will have to pay it
out.

When preparing your business plan, you
should ideally include monthly cash flow
forecasts for at least 1year, preferably

2 years ahead. In addition, you should
include yearly cash flow forecasts for
typically 3 years beyond that to provide
an outlook of 5 years in total.

Refer to appendices 7.1& 7.2 for

a blank cash flow forecast form
(template) and associated assumptions
table respectively. These show the
typical content and layout of a cash
flow forecast accompanied by a
separate table for writing down any
key assumptions that you may make.
The specific headings included in
these tables may vary from business
to business, depending on what the
business does.

A worked example is illustrated in
appendices 7.3 & 7.4
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Approach to Cash Flow Forecasting:

You must select a time period for your
cash flow forecast, this is typically your
accounting year. If for example you
choose to end your accounting year at
the end of April, your cash flow forecast
will run from 1st May to 30th April, each
year. Your st month (month 1) will be
May, your 2nd month (month 2) will be
June and so on with your 12th month
being April.

Cash flow forecasting can be divided
into four main steps, as follows:

Step 1: Identify and record the cash
you have at the start point (opening
balance)

Step 2: Record all the cash you think
you will receive during the forecast
period (i.e. specific month) noting the
different sources you have received it
from

Step 3: Record all the cash payments
you think you will have to pay out during
the forecast period noting what the
payment was for and who you paid it to

Step 4: Identify and record the cash you
have at the end point(closing balance)

Repeat these 4 steps for each new
period that you are forecasting, for
example, if you are forecasting monthly,
the closing balance of the month that
you have just forecast will now become
the opening balance for the next month,
and so on, until you have completed

all 12 months of your accounting year
period.

Cash Flow Forecasting in Detail:

[tisimportant to start with the most
realistic scenario / situation you can
when learning how to forecast your
cash flow. Take a cautious approach
when making assumptions about the
cash you think that you will receive in
each forecast period and make sure
that you include every business cost
and expense to avoid underestimating
just how much cash you will need in
each period that you forecast. Don't
forget, the main reason for forecasting
cash flow is to identify when your
need for cashis at its greatest so

that you can define what your funding
requirements will be in any specific
forecast period. Where you identify a
shortfall in cash, your forecast should
give you time to raise the finance
needed in good time, thereby averting
acrisis.

Using the blank cash flow forecasting
tables (illustrated in appendices 7.1

& 7.2)that accompany this guide,
complete the 4 steps for each month
in your accounting year, following the
instructions as below:

Step 1: Opening Balance

This is the total amount of cash that
the business has at the start of your
forecasting period. It may exist as
‘cash in your hand'and/or ‘cash in your
business bank account’(if you have
one). Itisalways a goodidea to keep
your personal money separate from
your business money and having a
business bank account is a good way to
do this.

If you owe your bank money (through a
bank overdraft) then you should record
this figure in brackets to denote that
itisaminus amount and if your cash
flow forecast is made before you start
trading, your opening balance is likely
to be nil.

Remember, once you start forecasting,
your opening balance will simply be
the closing balance from the previous
forecasting period.

Step 2: Cash Receipts

Cash can be generated in a number of
different ways and it is important to
separate these into distinct categories
to best understand how you think that
your business will operate over the
accounting period.

The key categories are:

Cash from Sales: You will enter here
the cash you expect to receive from the
sale of products and/or services you
think you may provide. In this category,
you will record the cash received at the
‘point of sale’, for example, if yourun a
retail shop, most of your sales are likely
to be over the counter and you would
receive the cash at the time when you
hand over the products or complete a
service.

If you are registered for Value Added
Tax (VAT), enter the cash from sales
figure you expect to receive, including
VAT.

Cash from Debtors: A debtorisa
customer who you do not expect to
receive cash from straight away at the
‘point of sale’(when you hand over the
products or complete the services)
but you would send them an invoice
instead with a time allowance for them
to send you the cash they owe you, for
example, 30 days (1 month)from the
date of invoice. You will record here
the amount of cash due to you from
invoices in the forecasting period that
you expect to receive the cash. If you
raise an invoice in January with an
allowance of 30 days for the debtor to
pay you, you would enter the figure in
February when you would expect to
receive this cash.

If you are registered for VAT, enter the
cash from sales figure you expect to
receive, including VAT.

Cash from VAT (Net Receipts): This

will not apply to you if you have not
registered for VAT so enter ‘Nil' here. If
you are registered for VAT, then only in
rare circumstances might you receive
cash from the VAT system, so you would
typically enter Nil"into this category,
unless one of the following situations
applies to your business.

Cases in which you might receive ‘cash
from VAT are where you may have
spent a lot of money on purchases(on
which you can claim back VAT) and this
is greater than the sales upon which
you can charge VAT. This situation may
occur when starting a new business and
sales are still relatively small. There are
afew other circumstances where you
may receive cash from VAT, such as,
when your business has seasonal sales
but its expenses remain relatively fixed
across the year or where your business
sales are zero-rated so you do not
charge VAT on your sales but you can
claim back the VAT on your purchases.

You can make your returns for VAT on
amonthly or quarterly basis, so make
sure you enter any cash from VAT
receipts in the forecasting period that
you expect to receive them.

A Guide to Cash Flow Forecasting

Other Income: You will enter the

cash received here from any other
miscellaneous sources of income,

for example, you may have received
interest on cash in your bank or had a
refund for a purchase that you returned.

Sale of Assets: You will enter here

any cash received from the sale of

any business assets such as office
furniture, equipment or tools. Thisis
more likely to occur when your business
is established and is replacing assets as
it grows. Cash received from the sale of
products and services do not go in this
category, but in the ‘Cash for Sales"and/
or ‘Cash from Debtors’ categories.

Capital Introduced: This is a special
category that is not involved with

the trading activities of the business
(i.e. selling things). You will enter the
sums of cash here that are invested
into the business by you and/or others
(excluding a bank overdraft). This

will include cash that you get from
your savings, friends and family and
any loans that you may receive. Take
care to put the exact amountsin

the forecast period that you expect
the cash to be received, evenifitis
separate amounts in specific months.

These categories will enable you to
record all the different types of cash
you may receive in your business.

Take care to ensure that you allocate
each cash receipt to the appropriate
category and in the specific forecasting
period that you expect to receive the
cash.
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Step 3: Cash Payments (Expenses)

A cash payment occurs when money
goes out of the business. There are
many different things that it can be
spent on, some will be 1-off purchases,
others may be more regular fixed costs
as well as those purchases that vary
as the sales increase and fall such as
raw materials and labour costs. As
was the case for the cash receipts,
itisimportant to separate the cash
payments into distinct categories to
best understand how you think that
your business will operate over the
accounting period.

The key categories are:

Cash Purchases: You will enter here
the cash you expect to pay out at the
‘point of purchase’, when you get the
items you have bought from a supplier.
You will need to make assumptions
about what you will be purchasing this
way and when your purchases will be
collected / delivered as this is the time
that you will pay for them.

Enter the full amount of your payment
to your supplier (including VAT) whether
you are registered for VAT or not.

Supplier Payments: This category of
financial transaction occurs when you
receive an invoice for payment from
your supplier for their materials and/

or services. You will record here when
you expect to pay the supplier, although
there may be contract terms that you
have negotiated that will define how
much time your supplier will allow you
to make payment. A typical assumption
would be to allow 30 days (1 month) for
your forecasting, although it will be
better for your cash flow if you were

to take longer to pay these bills, but

you will need to weigh up the risk of a
supplier charging you interest for late
payment and also reducing the goodwill
they offer to you when you want to
purchase from them again.

Enter the full amount of your payment

to your supplier (including VAT) whether
you are registered for VAT or not.
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Payroll Payments (Wages / Drawings):
You will enter here the net amount you
expect to pay for wages (or drawings)
after deducting Tax and National
Insurance Contributions (NIC) through
the ‘Pay As You Earn’(PAYE) scheme.

For the purposes of Cash Flow
Forecasting, you may want to make
avery simple and crude estimate

of your Tax and National Insurance
Contribution deductions, in which case
you could typically split your gross
wages (or drawings) with 70% allocated
to the amount you would pay yourself
and the remaining 30% allocated to
deductions. The PAYE / NIC taxation
deductions are entered in the next
category.

If you would however prefer to

calculate a more precise figure for

your deductions, see Her Majesty’s
Revenue & Customs (HMRC) website

for further details (see page 3), or find a
suitable website that provides a salary
calculator, an example is as follows:
https://www.thesalarycalculator.co.uk/
salary.php

PAYE / NIC Taxation Deductions:
Personal taxation and how / when it

is paid is different depending on the
structure of your business and the legal
status people have within a business.
The taxation systems are also subject
to change by the Government so it is
always best to check with a Payroll
Clerk, Bookkeeper and/or Accountant
to ensure that you have the latest
information about the personal taxation
system before undertaking your cash
flow forecasting of this category.

The main types of deductions are as
follows:

Deductions from Employees: these
will comprise of income tax(subject to
a personal tax allowance) and National
Insurance Contributions (subject

to classification categories). Other
deductions may include employee
pension contributions, student /

other loan deductions, attachment

of earnings (debt repayment

contributions), etc. These PAYE
payments are made on-line to Her
Majesty’s Customs & Excise (HMRC)
before the 22nd of the following month
through the Real Time Information
(RTI)/ Full Payment Submission (FPS)
system.

If your business is a limited company
and you pay yourself asalary as a
director your personal tax and National
Insurance Contributions will be
deducted through the PAYE scheme.
Depending on your circumstances,

tax due on any dividend payments you
receive may be collected through a
‘Self-Assessment’ scheme and requires
completion and submission of an SA
100 form annually.

Deductions from Employers: a
separate Employers Contribution (tax)
is charged to a business. This is based
on a percentage of the employee wage
billand it is collected through the PAYE
scheme.

Deductions from Sole Traders /
Partners: The personal tax collection
system for sole traders and partners

is different, you will pay tax and

class 4 NIC based on the profit your
business makes each year. Thisis
collected through a ‘Self-Assessment’
scheme and requires completion

and submission of an SA 100 form
annually. Tax payments are made in 2
or 3 amounts, by the 31st January, 31st
July and the remaining balance in the
following 31st January. These figures
should not be entered in this category
but the category entitled ‘Business Tax
Payments'(below).

You should however enter your class 2
NIC payments in this category which
will be due to be collected and paid
each month through the PAYE scheme.

Pension (Auto Enrolment): You will not
need to set up the workplace pension
(auto enrolment) scheme if you are the
sole director or business owner of that
company, if you do not want to. You will
however need to set up a workplace

pension scheme when you take on your
first employee. You are required to pay
money into your pension scheme, after
you've put your member of staff into

it and every time you pay them, unless
they want to opt out of the scheme.

The amount you and your staff member
pay into your pension scheme may vary
depending on which pension scheme
you choose.

VAT (Net Payment): This will not apply
to you if you have not registered for VAT
so enter 'Nil"here. If you have however
registered for VAT then you should
estimate the amount of VAT that you
will be paying on your agreed VAT return
dates. If you make VAT repayments on
amonthly or a quarterly basis, then you
should put your estimate in the specific
month that you are due to pay it.

If you have recently started a business
and registered for VAT voluntarily,

then it might be worth you using the
cash accounting scheme for VAT. You
can calculate your estimate for VAT
payment by firstly calculating the
amount of VAT that you will collect from
your customers each month. You will
have collected this cash on behalf of
the HMRC (VAT office)and will need to
pay it to them on the due date (monthly
or quarterly). You can however deduct
the VAT that you are able to claim back
on the purchases you have made. The
amount to be paid to the HMRC (VAT
office) will be the VAT collected from
customers less the VAT claimed back
from your purchases, for the relevant
period (monthly or quarterly).

You should note that if you are making
VAT return payments quarterly, then
you will be holding the VAT collected
each month in your business. This can
create anillusion that you have more
money available to you than you actually
do. Remember, you will have to pay it
back to the HMRC (VAT Office).

Business Tax Payments: Your tax
calculations are different depending on
the type of business you run.

If you operate a limited company, enter
the amount of corporation tax that

you estimate you will need to pay and
when you will pay this. Corporation

tax is based on the company’s profit
and it is payable within nine months of
the company’s end of accounting year.
Note that corporation tax charges may
be changed by the Government from
time to time.

If you are a Sole Trader or Partner,

your tax and class 4 NIC payments will
be due to be paidin 2 to 3 amounts,

by the 31st January, 31st July and the
remaining balance by the following 31st
January.

Property Rent: Enter here the

amount of rent you will pay each

month or quarter period. Include any
administration fees that are directly
related with moving into a new property
and when you will need to pay these.

Business Rates: Enter the amount of
Business rates that you expect to pay.
Make sure that you put the right amount
in each of the months that you will
make a payment.

Energy: Energy costs typically include
the costs you expect to incur for
heating, lighting and any other power
that is consumed by the business.
Remember that energy costs tend to
be seasonal with the costs of heating
and lighting rising during the winter
months. These are likely to be paid
monthly in arrears, although you may
opt to pay quarterly.

Communications: Communication
costs typically include mobile phone
usage, data access and any roaming
charges, landlines for office use as well
as internet service provider fees and
charges. You may also have purchased
software licences or cloud based data
storage facilities that have monthly
usage fees associated with them or
alternatively, annual subscription
payments. Ensure that you go through
the details of this cost category to
ensure that you do not miss out any
expenditure. Many of these bills will

be paid monthly in arrears, some may
involve additional excess usage charges
that will require estimation too.

Insurances: Use this category to
include all your business insurance
payments if they add up to a reasonable
size. Typical insurance policies might
include cover for Public Liability,
Professional Indemnity, Office /
Buildings Insurance, Health Care and
Motor Insurance, etc.). If the total cost
of insurances are fairly minimal, then
you will not need a separate category
forinsurances, these costs can be
included in the category entitled ‘Other
Payments'.
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Professional Fees: This category can
include a fairly wide range of different
types of expenditure from bookkeeping
and accountancy fees, consultancy
and training fees, etc. Care is required
when completing this category, you will
have to make assumptions about what
sort of professional support you will
need, when and for how long, so that
you can come up with a good ‘ball park’
forecast for these expenses.

General Expenses: Enter here your
estimate for the total amount of small
on-going or recurring expenses that
you think you will occur and in the
specific month that you expect to pay
them. The types of incidental items to
be included are, for example, postage,
packaging and stationary as well as
sundry items. Take care to identify
what you expect you may need to run
your business.

Bank Interest and Charges: Enter here
all the charges that you expect to have
to pay to your bank and/or financial
loan provider. This will include monthly
bank account usage fees, any overdraft
facility fees and interest charges on
any loans that your business may have
taken out. Take care to correctly
identify the frequency that these
payments are due to ensure that you
enter them in the right forecast period.

Other Payments: Enter here any other
payments that you expect to make

that are not covered by any of the

other categories. This should include
insurances if they are relatively small
but where they are of a reasonable size,
you should create a separate category
for them (see earlier comments).

Capital Expenditure: This categories
is used where you plan to purchase any
machinery, equipment and/or tools,
such as a computer, a car or other
items that your business will need.
Enter here the amount (including VAT)
and when you estimate when you will
pay for it. You may have a number

of different payments options, so if
you are paying for it in full as a cash
payment, then enter this amount in the
forecast period you expect to make
this payment. If youintend to buy a
capital item using hire purchase or a
loan, enter the amount of the deposit
and the monthly repayments separately
in forecast periods that you have
contracted to pay them.

1



HEY. Start-ups

Step 4: Closing Balance

Calculate the closing balance for the
forecast period by adding the opening
balance (step 1) to the total cash
received (step 2)and then subtract the
total sum of the payments (step 3) to
result in the closing balance (Step 4).
Remember, the closing balance then
becomes the opening balance for the
start of the next forecasting period (i.e.
a month).

To undertake a monthly cash flow
forecast for a full accounting year, then
you would simply repeat the 4 step
process above (page 6) for each month
in turn until you have completed all 12
months.

Appendices
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Appendix 7.

?2 -

Cash Flow Forecast Assumptions Table

Company Mamse

Loananio: Healistic

Year Ended: 31st December 2021

CASH-FLOW FORECAST

15

Forecast Assumptions

_EEIW Badance

Lash Receipts

Cash fram Sales

Cash fram Deblors

Cash from VAT [Net Recei pts]

Char incarme

[Sale of Assets

Capital Intraduced

Total Receiptsfincoms

Cash Purchases

ier Fayments

Payroll [Wages/ Drawings)

[P AYE /NI Tawati on Deductions

[WAT {Mat Payrnenat)

Business Tax Faymenis

n__..n_ni:.H Rant

[Business Rates

[Energy Costs

[Cammunicatinns

[irsuramoes

[Pratessional Fees

[Genersl Expenses

Bank Interest & Charges

Mher Paymeants

Capital Expenditure

Total Expenditure

[Ctosing Batance

Appendix 5.1 -
Blank Cash Flow Forecast Template (Form)

Company Mame

VAT Riqgistratian Mo - Mot Registerod
Version No
[ate Eued;

CASH-FLOW FORECAST

13 ety to Yaar Brded: 315 Dacernber 2021

Manth 1 Ronch 2 Fesnah 3

Lo MIOT in aaded saas

Nz Aafance

Fainiuary March

h-.._._:-.._H

Agril

Bdanth 5
feay

Manch &
June

Migrnch T
July

[0.00)

fowwth & fdanth
£a.0g

A LT 5.0 T TP

Feonah 10
Oetobior

fdoenh 11 | Mamik 12
Movembey | Debimbar

Yoo b Date
Tistads

EQ.00

0.0

Cash Reoeips

Cash f e Sabes
JCash fron Do brors

Cash fram WAT|Net Receipis)
Deher Incomes
Eale of Azgeis

ital Brrod uosd

Laga:

Cash Paymenks (Experoes)

Cash Fuhanes

Suapglier Fayenents
Pargrall §8 e s Orawings)
PAYESNIC Taration Dadoct ong
Pensicn [futo Erralment)
VAT [Met Payment]
Buisingas Tax Paymants
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A Guide to Cash Flow Forecasting

HEY. Start-ups

Appendix 5.4 -
Example Cash Flow Forecast Assumptions

Example:
ABC Limited

Scenanio: Aaadlstic

CASH-FLOW FORECAST

Year Ended; 313t December 2021

Forecast Assumptions

Chpmning Bank fislance

Amsme Mil 8% stact of first brading moanth

Cash Aeceipts

Canh From Sales

Canh from Debtors

Estimated paint of sale trarsactions (based on market research)
Estimaged cales from custamer whio sant monthly peaymsent somount {30 day Eerms)

Cash from VAT [Met Recoipts

Othaer Incorme Amsume il

Sale af Assets Angume il

Capital Introduced Wil put i E450 of personal savings inmonth 1 {may need to get short term loan § bank overdraft 1o ove rcomie cash flow short
Total Receipts fincoms |

|Less:

Cash Payments | Expenses)

Canh Purchases Axsume 104 of total sales

sume 35 af totad sales

Payroll _._.__._um_nu.__.n._..ni.._._ﬂuu_

sume £1,500 [ Gross) WWages £ Crawings each mionth to live

[BavE MG Tomation Deductions

—_un_._..:_ ated PAYE & NIC based on Grgss Wages £ Drewings of £1,500 per manth

Pensian (Auto Enrolmsaent

alculate auto enrolment penslon demployer and emiployes contributbons) F applicable

Nob VAT Registered Yot

_m...._u_..__uuu Tag Paymenis

_7_: - Year 1: Due o be paid i 2022 [within 9 months of yeor =ndp

[Property Rent

mmﬂ..u__. office contract - fimed monthly fees of £250 por month

[Business Rates

_wu_"_mn acsescod at E45 par month for 12 months peryear

_nq__u._.ﬂ_ Costy mmﬂ_ﬂﬁ__._m_ profile based on lsndiord estimate of C125 per moanth [peak) o C80 per month (trough]
_nn__._._.._.._:_.__nu_n_n__.__h _nﬁ.__._.._n__:.n_u costs for mablle phone, Internet and land line per rmonth

InsuUrannes [Pubiic liabiiity and professional idemnlty cover only

Frofessional Feeg harketing consuliant suppart in April 21

General Expenies Enter £35 per month contingency

Bank Interest & Charges Figures directly from the Bank {Account charges - year 1

Cithar Pay menis ﬁ.m_._nnﬂ E15 per month contingency

Cagital Expenditre Office set-up, furmature and ICT eulprment spresd gver months 1164

Total Expenditure |

|Eheming Balance |

Appendix 5.3 -
Example Cash Flow Forecast

Example
ABC Limited

AT Registration Mo - Mol Bepstered

Version No. 1
Darbe Frmued; Trh lpruary 2021

CASH-FLOW FORECAST

12 sonithd Bo Year Erded! | 31 Docember 2021

Monthd | Moath2 | Menth3 | Meethe | SonthS [ Monthe | MonthT | Mosah® | Momhd | Month 10 | Mosth 1 | sasis Ll Yaar bo Duta
DCuos PV Ty P o slseiidie o e Januang Fafruary belaarch Azl feliy Juna July ALl kit Saprnmndr | October | Nowembse | Desember Toduls
| D iy Asnis Aadance: (o] -E17EAl gy | I T ) E103 oo 153 50| - AT R - 1 k0] ER51.00) 930 Y
Cash Recel
Cazh from Seles gzooapnl  foooon  focnon  osoeoal  Elsooogl  elooood ook el ELooou|  ensaon]  fumnon e
Cazh fram Debtors sooonl  ERsonon|  ERSIOG|  ERoooDol  ERsoocol ER0o0o0)  CLSOON  ELS0O00|  ERCOO00| 0000 ELoon
Cash fram WAT {Mat Recoiprs]
Dot |1 i
sale of Assets .
Caprial Bntroduced EASALG
[ Tertal Beaeeipis /I ncoime EZASOD0|  £3,500.00| E4,000.00|  E4,50000) £3500000)  £3,000000) 100000  E4,50000)  £450000|  £4.50000] EA43550L00|
e
Cash s £Ex
Cazh Purchases 200,040 £100 10000 ELMR E150,00 101,001 1000 £ 200,00 £151.00 20000 £160
Sippiliar Paysriils ELIISO0|  E4ZISO0)  ELADNDO|  £1575.00) £122500( 1,050 £M0000  EL575.00) E1sPso0|  £Ls7nonl  En0sm £14,1
Parall {Wage s Drawings | £laa84 £L09e34  £L00AE4  EL0SGB4|  Eloosgs| E10aESd  FLOSAEY]|  EL £1,00284] E108884| ELGEEA  £1L098.84 £13,
PAYESNIC Tasation Deduactions E361 5 £ e 0 £ B AL 51 FI61.56 . £, 36,4 CI61 5 E151 5 e o LA
Pensice [futs Eneolmant) ERE ) £ (g 6. i ERRL ) FRE ) D, B, {310 ERELEH 8. B, Ei
VAT (Mat Payenent]
Businass Tax Payments
Praperty Rer C250.1) 251 EZH0 E250.0] 250, 04) E250 £ZH EZ50 250,00 C2501.04) £250.00 £230
Business Rates £ (0 EA% 0] B, Eds. 00 i 0 a5 EA% B £ £a%.00 Eas o E45
Emefgy Coats E£125.00 E £135, E135.00]  EXOOLD0 £80100 £ E00L00 E125.00 E£125.00 £135
Commanications E75.00 7500 ETS ET5.00 £75.00 E75 ETS ET5! E75.00 £75.00 E£75.00 ETS
Insurscses Ea% i) EA% () £ 5.1 E8.00 £an ol £A5 EA5, £, 00 £as.60 EA% 0l EAS 541
Prafassional Pk £300000
Geniral Expensds £35.00 £35.00 E35. E35.00 £35.00 £35.00 E35 E35) £35.00 £35.00 £35 00 El5
Bank Inbereat & Cranges 100 EB1L0M) £10 1000 £100) 100 E10 3] £10.00 bl (w21l E10 E
£1500 E1% 00 E15 £15 1 £1%.00 EL%00 E15 E15: £15.00 1500 1500 £ 180
E3H0L0d) 301 £1041 E100.0)
H 87540
£npaan)  cfaanan|  sesaw] esetea) EWIEO0 M. 75, E154. B0 £301 00 £307
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» Start-
« ups

CONTACT.

Growthhub@heylep.com
Heygrowthhub.com

O @HEY_Growth
O HEY Growth Hub

Hull and

East Yorkshire
Local Enterprise
Partnership

Department for
Business, Energy -
& Industrial Strategy European Union

European Regional
Development Fund

* gk

The HEY Growth Hub is part of the Government supported Growth Hub Network and is part funded by the Government
Department for Business, Energy & Industrial Strategy and the European Regional Development Fund.




