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Course Information
Most of the resources have been provided/revamped from https://www.agribusiness.school.nz/course/view.php?id=14 and Columba College
[bookmark: _Toc535249620]Achievement Standard 91868 version 1
Demonstrate understanding of cash flow forecasting for a business
Achievement Standard
Achievement Criteria
	Achievement
	Achievement with Merit
	Achievement with Excellence

	Demonstrate understanding of cash flow forecasting for a business.
	Demonstrate in-depth understanding of cash flow forecasting for a business.
	Demonstrate comprehensive understanding of cash flow forecasting for a business.



1 Demonstrate understanding involves:
· using software to show receipts and payments in a cash flow forecast
· showing the effect of variation of an external factor on the cash flow forecast
· explaining the effect of variation of an external factor on the business.

Demonstrate in-depth understanding involves:
· showing the response(s) of the business to the external factor on the cash flow forecast
· explaining the possible response(s) of the business to the variation in the external factor.
	
Demonstrate comprehensive understanding involves justifying the response(s) of the business to the variation in the external factor.

2 Cash flow forecasting refers to predicting future cash flow (receipts and payments).

3 Variation refers to changes in income and/or expenses over a period of time as a result of an external factor influence.

4 External factors refer to outside influences that can impact on a business.  Examples include:

· 

· price
· exchange rate
· costs
· financing
· environmental conditions
Record your final bank balance for each exercise here.
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Receipts - all of the cash flow into the business over the weeks/months on the cash flow forecast. Receipts – money in

Payments - all of the cashflow out of the business over the weeks/months on the cash flow forecast. Payments  - money out

Drawings - money taken out of the businesses sales to pay the business owner “their wages” this can be altered payments

Wages - money used to pay the employees, this cannot be changed payments

Overdraft - money taken out of the bank which is arranged with the bank before they need it, and the money can be paid back in their own time or gets paid back each month and then used each month. Receipt 

Loan - arranged with the bank for a certain amount of money e.g. $100,000 to be loaned out and it is paid back within a time frame with interest eg over several years. Payments, including interest are made regularly are regular (weekly, monthly, fortnightly) Receipts 

Mortgage - an agreement where a bank lends money at interest in exchange for taking title of the debtor's property, usually over a long time 20-30yrs, interest rates are lower than a loan or overdraft, but payments are longer so in the end much, much more than what was borrowed is paid back.

Debt - a sum of money which is owed to a bank or a buyer of goods and trades. Payments

Provision Tax – paid to the IRD. It helps you manage your income tax. You pay it in instalments during the year instead of a lump sum at the end of the year. Payments

Trade customers – people who have bought on credit and will pay the following month.  Receipts

Credit - the ability of a customer to obtain goods or services before payment, based on the trust that payment will be made in the future, usually to be paid back by the 20th of the next month. Receipts

Surplus - when the sum of the total receipts is larger than the sum of the total payments, resulting in a positive figure. 

Deficit - when the sum of the total receipts is smaller than the sum of the total payments resulting in a negative figure.

Arrears – money (owing) which should have been paid back from the business. 

Floating interest rate – your mortgage interest rate will move up and down depending on the market. This can be an advantage when interest rates are dropping as you can benefit from paying less interest.  If interest rates are rising, then your mortgage interest payments will increase.  

Fixed interest rate – when you borrow money you can lock in the interest rate for a period. 6 months – 5 years. This is good if interest rates are rising, and you can budget your repayments. Not good when interest rates are dropping because you are locked in for that period unless you pay the penalty. 

Long Repayment holiday – you negotiate with your bank to pause your principal loan repayments for a short period of time due to special circumstances, 

A cash flow forecast shows the anticipated income and expenditure of the business and resulting surplus or shortfall which will occur each month. 
While a thorough knowledge of your business profitability is vital, it is even more important to know the state of the business cash flow i.e:
· where your money is, 
· where it is coming from and 
· where it is going to. 
Many businesses fail because they fail to control their cash flow.

An Agribusiness Business 

An agribusiness requires producers to plan, manage, record keep and monitor their financial progress. Producers need to understand how much money the business is making and use tools such as cashflow forecasting to forward plan and future proof their businesses. 

Being able to calculate how much money is required to finance their business, or how much is needed to be borrowed will ensure survival.  

The following are important ideas within the Big Picture:

· Understand the importance of cashflow forecasting. 
· Understanding what finance is required to operate within the primary sector.
· Understand the effects external factors may have on the agribusiness.
· Being able to adapt and mitigate (lessen) the external factors to ensure long term viability. 
Watch  https://www.youtube.com/watch?v=ttBywb7DwSo
Cash flow forecasting is an important element of financial management generally; Cash flow is the "life-blood" of all businesses — particularly start-ups and small enterprises — and if the business runs out of cash and is not able to obtain new finance, it will become insolvent. As a result, it is essential that management forecast (predict) cash levels. How often, will depend on the financial security of the business: if the business is "struggling", management may assess, if not forecast, cash flow on a daily basis; if the finances are more stable, then this process may be weekly or monthly.[2]

Key dependencies re the forecast:
· Identify potential shortfalls in cash balances in advance — the cash flow forecast is an "early warning system". This is, by far, the most important reason for a cash flow forecast.
· Make sure that the business can afford to pay suppliers and employees. Suppliers who do not get paid will soon stop supplying the business; it is even worse if employees are not paid on time.
· Spot problems with customer payments—preparing the forecast encourages the business to look at how quickly customers are paying their debts. Note—this is not really a problem for businesses (like retailers) that take most of their sales in cash/credit cards at the point of sale.
· As an important discipline of financial planning—the cash flow forecast is an important management process, similar to preparing business budgets.
· External stakeholders such as banks may require a regular forecast. Certainly, if the business has a bank loan, the bank will want to look at the cash flow forecast at regular intervals.
Ref - https://en.wikipedia.org/wiki/Cash_flow_forecasting
https://kashoo.com/blog/what-is-cash-flow-and-why-is-it-so-important/
Cash Flow Forecast 
Is a projection of cash the business expects to receive and pay next year. It shows the expected cash position for each month during the year. 

Purpose of a Cash Flow
Is to predict shortages or excesses of cash in the next year, so the business can be prepared to deal with each situation.

Monthly cashflow budget
A monthly cashflow budget takes your annual cash budget and spreads your income and expenses across the year giving you a month-by-month basis picture of expected income and what you can anticipate spending.

Annual cash budget
An annual cash budget details cash received and cash expenses going out. It indicates if the business is sustainable and estimates any cash surplus or deficit for the season.

When you have a Shortfall of cash (deficit) 
You need to arrange an increase in capital investment by the owner, loan, increase your selling price, reduce your credit sales, increase your bank overdraft, decrease your stock levels, sell assets not being used, reduce expenses. 

	CASHFLOW FORECAST FROM MT ALBERT MOTEL JAN - JULY 2024

	 
	Jan
	Feb
	March
	April
	May
	June 
	July 

	Receipts
	 
	 
	 
	 
	 
	 
	 

	Motel Fees
	270000
	270000
	270000
	270000
	270000
	270000
	270000

	Breakfasts
	10000
	12000
	11000
	14000
	13000
	15000
	15000

	Total Receipts
	280000
	282000
	281000
	284000
	283000
	285000
	285000

	Payments
	
	
	
	
	
	
	

	Mortgage
	18000
	18000
	18000
	18000
	18000
	18000
	18000

	Operating Exp
	100000
	100000
	100000
	100000
	100000
	100000
	100000

	Manager's salary
	18750
	18750
	18750
	18750
	18750
	18750
	18750

	Cleaner’s wages
	42250
	42250
	42250
	42250
	42250
	42250
	42250

	Drawings
	8000
	8000
	8000
	8000
	8000
	8000
	8000

	Tax
	 
	80000
	 
	 
	80000
	 
	 

	Advertising
	5000
	5000
	5000
	5000
	5000
	5000
	5000

	Repairs and Maintenance
	20000
	20000
	20000
	20000
	20000
	20000
	20000

	Total Payments
	212000
	292000
	212000
	212000
	292000
	212000
	212000

	Opening Bank Balance
	10000
	78000
	68000
	137000
	209000
	200000
	273000

	Net Cashflow 
	68000
	-10000
	69000
	72000
	-9000
	73000
	73000

	Closing Bank Balance
	78000
	68000
	137000
	209000
	200000
	273000
	346000




Receipts – all money in
Payments – all money out 

Opening Bank Balance – figure supplied
Net Cashflow = Total Receipts less Total Payments. 
Closing Bank Balance = Opening Bank Balance plus Net Cashflow 

· Download Microsoft Excel (free to students). Do not use google sheets
· Save your file as – Accounting Cashflow 
· Share file with your teacher. 
· Start a new sheet with every exercise and label see below. 
[image: ]
Simple Case Study Cash Flow 1
Hairdressing Business [image: ]

Faith and Angie run a hairdressing salon. They have the following receipts and payments. 
 Receipts 
Sales from Hairdressing $240000   Product Sales $85000	
Interest received $42
 Payments
Wages $35000	Rent	$52000	Electricity $8597
Water $1250 	Hair products $175000	Internet $1200 Drawings $50000
They started with a bank account balance of $6800.

YOU ARE REQUIRED TO 


Prepare a cashflow based on the information above to calculate the end bank balance. 

In Column A 1 Hairdressing Business – merge and centre across A & B [image: ]
A2 – Receipts – bold in red 
A3-A5 – type the receipt items and in B3-5 the amounts  
A6 – Total Receipts b6 - = sum(B3:B5) [image: ]

	Hairdressing Business

	Receipts
	 

	Hairdressing sales
	240000

	Product sales 
	85000

	Interest received-
	42

	Total receipts 
	=SUM (B3:B5)

	Payments
	 

	Wages
	35000

	Rent
	52000

	Electricity
	8597

	Water
	1250

	Hair products
	175000

	Internet
	1200

	Drawings
	50000

	Total payments 
	=SUM(B8:B14)

	Opening bank balance
	6800

	Net cashflow
	=B6-B15

	closing bank balance
	=B16+B17


Case Study 2 Simple Cash Flow 
Pizza Business[image: ]


Joseph runs a pizza business. 

Receipts 
Sales from pizzas $198,000     Drink Sales $33,000	
Chip Sales $45,000     Delivery fee received $8,505. 

Payments
Wages $55000	
Rent	$48,600		
Electricity $15,721
Water $5780 	
Ingredients $35,000	
Delivery expenses $15,359
Drawings $62000	 
Packaging $16,000 

They started with a bank account balance of $8,762.

YOU ARE REQUIRED TO 
a) On Sheet 1 prepare a cashflow based on the information above to calculate the end bank balance. 


b) Add the following items into this cashflow: (highlight additions in yellow)
Sale of old oven $4,500		
Purchase of new oven $12,400
Installation of new oven $800



Case Study 3 Cash Flow  
Plant Shop - January - March[image: ]

Telesia owns a plant shop.  She gives you the following
Information. 

Receipts:
Sales from plants 
Jan	$135000	Feb	$178333	March $145000

Sales from Accessories
Jan $34,000 	Feb 	$23,000	March	$44500

Gift Voucher Sales 
Jan $6900		Feb	$9500		March $4850


Payments: 
			Jan			Feb				March 
Wages 		$45000		$47000	  		$51000
Water  		$2800			$2400				$1750
Rent			$6500			$6500				$6500
Insurance		 $1200		$1200				$1200
Electricity		 $1465		$1540				$1655
Drawings 		$10000		$12000			$11500
Inventory 		$80000		$80000			$80000

She started with $6700 in the bank. 


YOU ARE REQUIRED TO 

a) On Sheet 1 prepare a cashflow forecast based on the information above for January, February, and March.

b) She would like to buy a new delivery truck in February. The cost would be $120,000. Add this to the spreadsheet and decide whether she can afford this. (highlight this addition in yellow)


Can she afford the truck in February? 
	

	




Case Study 4 Cash Flow Forecast with variation. 
Lawn Mowing Business – April - June[image: ]

1.	Keegan owns a lawn mowing business.  He employs a student to help him in the busy times. Keegan has estimated the following information:

Estimated Receipts 

Income from mowing lawns: 

April $3 000, May $2 000, June $ 800

Estimated Payments:
Fuel – April $300, May $300, June $100
Van running costs – $500 per month 
Wages – April $800, May $800, June $400
Repairs – April $300, May $500, June $500

He has $200 in the bank account at the start of April.

	
YOU ARE REQUIRED TO 

On Sheet 1 prepare a cashflow forecast based on the information above.

4a		Copy and paste your spreadsheet 1 below the one you have just created and 			prepare a new cash flow forecast including the purchase of the 3 new lawn 				mowers.in June at a cost of $750 each. Highlight this change in green. 
Control A (highlights worksheet, Control C (copies) Control V (to paste)  

4b 		Copy and paste spreadsheet 2 below and adjust to make a zero balance in June. 


NB – as this is a forecast and not an actual - you can adjust figures where appropriate. 



1) 

Case Study 5 Cash Flow Forecast with variation 
Tow Truck – July – Sept [image: ]

Seth owns a tow truck and car relocating business.

His estimated payments and receipts are:

Cash from towing:
July $25 000, August $25 000, September $25 000

Cash from car relocations
July $5000, August $10 000, September $1 000
	
Interest Received – July $100, August $100. September $200

Wages – July $6 000, August $7 000, September $8 000

Diesel - July $1 500, August $3 000, September $5 000

Repairs – July $5 000, August $1 000
	
Sale of old tow truck – August $5 000
	
Drawings – July $13 000, August $14 000, September $15 000

He has $3 000 in the bank at the start of July.


YOU ARE REQUIRED TO 

a)  Highlight the transactions above - all receipts (money in) in one colour and all payments (money out) in another. 

b) Complete the spreadsheet using the information above. 

Write a clear definition for each of the following 

1 Starting or opening bank balance 
	

	


2 Net Cash Flow 
	

	

	



3	Positive Cash Flow
	

	

	


4 	Negative Cash Flow 
	

	



Case Study 6 Dog Walking - Cash Flow Forecast with variation. 
Dog Walking - April-June[image: ]

Kaylah owns a dog walking business; she has the following information:

Income from walking dogs
April $2 000, May $1 000, June $1 500

Income from dog sitting.
April $100, May $200, June $300

Dog Food costs – April $500, May $500, June $700
Wages – April $600, May $600, June $600
Dog Toys – April $200, June $500
Cleaning – April $700, May $700, June $700
	
She has $250 in the bank account at the start of April.

YOU ARE REQUIRED TO 

(a) Prepare a cashflow forecast based on the information above

(b) Copy (dog walking) underneath,  
Control A (highlights worksheet, Control C (copies) Control V (to paste)  
 
In April the council introduced new regulations that meant all dog walking business have to pay a registration fee for the year of $500.  This needs to be paid in May. 

Add this change to 6a and see what happens to the spreadsheet. 

What has happened to the closing bank balance now? 

c)	Copy and paste underneath spreadsheet 6b 

Suggest 3 things you could do to get the business bank account back into positive. 
Show these changes on cashflow 3, highlight them in another colour so they are easy to spot. 


Case Study 7 Ice Cream Parlour Cash Flow Forecast with variation 
	Ice Cream Parlour Jan – Mar [image: ]

	
	Needa owns an Ice Cream Parlour and Lolly Shop.

	Her estimated receipts and payments are:
	Ice Cream Sales – Jan $8 000, Feb $10 000, Mar $6 000
	Lolly Sales – Jan $2 000, Feb $2 000, Mar $2 500
	Electricity – Jan $1 500, Feb $1 500, Mar $1 500
	Insurance – Jan $1 700, Feb $1 700, Mar $1 700
	Interest on Loan – Jan $800, Feb $800, Mar $800
	Loan repayment – Jan $8 000
	Payments to suppliers – Jan $8 000, Feb $8 000, Mar $8 500
	Purchase of new freezer – Mar $15 000
	Internet Expenses – Jan $500, Feb $500, Mar $500
	Wages – Jan $2 500, Feb $2 500, Mar $2 500

She has $600 in the bank at the start of the month.


YOU ARE REQUIRED TO 
7	Prepare a cashflow forecast based on the information above.

7a	Copy cashflow underneath and prepare a new cash flow forecast including the information below as 7a

Needa has been operating without the relevant certification and has been fined by the local council for breeches.  This fine is $10 000 and is due in March.  She also needs to pay the licensing fees so this does not occur again.  This is $2 000 per year and is also due in March. Highlight these in yellow. 

7b	Copy Spreadsheet 7a and adjust your cashflow statement to reflect any changes that need to be made to allow for the payment to the council. Record those suggestions beside the Highlight these in green mark as 7b.


NOTE can only alter figures in March as this is when the fine occurs 

Case Study 8 Cash Flow with credit sales calculation 
Sports Shoe Business – July – September 
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Terrell owns a sports shoe business.	 His estimated payments and receipts are:
Cash shoe sales – July $12 000, August $13 000, September $14 000
Interest Received – July $80, August $90. September $100
Cash from Customers (these are for credit sales) 10% of the credit sales is paid in the month of the sale. The rest (90%) are paid in the month following. 
10% of June’s credit sales are received in June $400 the other 90% are received in July $3600. 
Cash from Customers is: 
	July
	August
	September

	10% July + 90% June
	10% Aug + 90% of July
	10% Sept + 90% of Aug 


Practice this in a spreadsheet – the formulas are provided below 
[image: Table

Description automatically generated]
[image: Table

Description automatically generated]
PAYMENTS 
Wages – July $7 000, August $7 000, September $7 000
Shop Rent- July $5 000, August $5 000, September $5 000
Insurance – July $700, August $700, September $700
Drawings – July $12 000, August $10 000, September $10 000

Terrell has $15 000 in the bank at the start of July.

YOU ARE REQUIRED TO 
(a) On Sheet 1(Q8) prepare a cashflow forecast based on the information above, excluding the fine.

(b) Copy Sheet 1 into Sheet 2 (Q8a), and prepare a new cash flow forecast including the fine (highlight this change in blue) 

In August Terrell was fined for breeches of the Fair-Trading Act. This fine was $10 000.
(c) Copy Sheet 8a onto Sheet (Q8b) and adjust your cashflow statement to reflect any changes that need to be made to allow for fine to the Commerce Commission. (highlight these changes in green) 
Note you can not alter any figures before the fine in August

Purpose of a Cash Flow Forecasting 

· The main purpose of the cashflow is to estimate the loan repayment capacity of the business, and to determine the level of seasonal finance required to operate. 

· You can use forecasts to:
· avoid financial trouble
· meet your tax obligations
· plan asset purchases
· plan for future cash shortcomings that may impact on your ability to carry out normal or planned activities
· plan for growth or expansion or development/reinvestment
· make informed operating decisions 
· build your case for investment
· forecast the cost of taking on more employees.

 Environmental conditions 
· Climate  	
· Seasonality
· Seasonal effects
· Unseasonal conditions
· Perishability
· Acts of Parliament
· Conscious consumers
· Climate change
· Greenhouse gas emissions.
· Geographical distribution due to raw materials and market factors 



Case Study 9 Brent Bishop’s Equestrian Supplies 
[image: A silhouette of a person riding a bicycle

Description automatically generated with medium confidence]Dates of Cashflow are Jan – Dec 
· Sales per month are forecast to be $23,000 except in the run up to Christmas when October sales are forecast at $25,000 and November and December sales are anticipated to be $30,000. 
· Receives $500 per month interest on an investment it has in another business. 
· Rent on the shop is $5,800 per month which will increase to $6,000 in December. 
· Bills of $5000 are paid quarterly in January, April, July and October. 
· Salaries usually cost Brent $10,000 per month however in the last three months of the year during the busy Christmas period extra staff will cost $2,000 per month. 
· Between January and August Brent expects to pay $5,100 per month for stock. In September that will rise to $8,000 and in October and November it will be $10,000. In December stock costs will fall to $7,000. 
· Theft has been a problem at Brent’s Shop, additional security equipment is going to be installed in May. This will cost $50,000.  Brent is hoping to get a loan to pay for this.  Repayments (including interest) will be $750 per month. The loan will be taken out in June and the repayments will start in July. Brett will pay for the equipment in June.
· The opening bank balance in January is $100.
Receipts come from:  Sales, Interest and Loan
Payments include:  Rent, Bills, Salaries, Purchases of Stock, Security equipment and Loan Repayments.














YOU ARE REQUIRED TO 



1. Create a cashflow forecast. 

2. What months is Brent Bishop’s Equestrian Supplies struggling to pay its bills?

3. Why is it important for Brent to draw up a cash flow forecast?

4. What could Brent do to eliminate this problem in future? 
Profit and Cash Flow Are Not the Same
Profit, also known as net income, is your business’ revenue less the expenses. In the other words, your net income is what you actually get to keep after covering all of your business expenses.

In contrast, cash flow refers to the inflows (money in) and outflows (money out) of cash for your business to calculate your bank balance. 

Cash Inflow (receipts)
Cash inflow is the lifeblood of your business and comes from sources like payments from customers, receipt of a loan, owners’ investment, or interest on savings or investments. 

Cash is also important because it later becomes the payment for things that make your business run: expenses like stock or raw materials, employees, lease, and other operating expenses. Naturally, positive cash flow is preferred. 
Positive cash flow means your business is running smoothly. High positive cash flow is even better and will allow you to make new investments (hire employees, buy PPE) and further grow your business. 

A negative cash flow: more money paying out than is coming in means the business will need to arrange an overdraft, reduce payments, or increase receipts. 

https://www.become.co/blog/how-to-keep-your-cash-flow-flowing/
Case Study 10 – Fiona Famer profit and cash flow 

April to March 
Fiona Farmer wants to grow wheat on 40 hectares of usable land she intends to lease. She expects a yield of 8.5 tons/hectare and the predicted price is $125 cash per ton from the buyer. She grows one crop per year, which she sells in February. 
Calculate the total amount of her expected sale price. 
	Working box using a calculator 


	Write up the formula you could use to get the correct answer without using a calculator. 



In April she buys and plants seeds, 4 tons at a price of $250 per ton and fertiliser in April and November 15 tons each at $80 per ton. 
She takes cash for herself at $450 per month and also pays wages for extra help of $500 four times each year for assistance in seeding, fertilising and reaping; in June, August, January and March. 
She pays rent of $1,500 in April, July, October, and January and Taxes of $1,700 in May. All transactions are in cash.
At the start of this growing season, she had $3,000 in the bank.
YOU ARE REQUIRED TO 
1. Design and Create a Cash Flow Forecast spreadsheet to calculate a year from 1 April this year to 31 March next year.  
When you have finished, answer the questions below
2. Should she lease the land?
3. Will she need to arrange an overdraft with her bank?
4. If she does need an overdraft, when will she need it and how much should she ask for?

Monitoring, updating and evaluating cashflow forecast. 

· Forecasts are management tools and should be reviewed monthly to monitor actual income and expenses against what was forecast. 
· They need to be monitored and updated regularly to ensure that you are more proactive rather than reactive – to concentrate on fire prevention rather than firefighting. 
· When reviewing and updating your forecast, assess the difference between the forecast and the actual figures. Identify actions you need to take based on the variances:
· Is spending getting out of control in any areas? If I have spent too much in one area, where can I recoup that money from in another area?
· Was income higher than anticipated? and how will this impact on your working capital needs?
· Can unexpected positive variances be reallocated to other areas of the forecast to improve overall productivity and profitability?
· Key times to prepare, review and update forecasts are during the season, at the end of the season and if there have been any major changes in cash income or expenditure.
1. Prepare annual and monthly cash flow forecasts at least two or three months before financial year or season begins.

2. During the season to compare actual to forecast figures (ideally monthly) or when change occur, e.g., Milk income is reforecast – keep up-to-date with milk company announcements and calculate the impact the change will have.
· Expense cost variations – e.g., fuel prices increase, feed costs change from what is planned.
· Major un-planned expenditure (e.g., new tractor, additional feed)
· Unexpected changes to production or adverse events such as floods, drought.

3. At the end of the season
· Compare actual to forecast figures
· Use this information to prepare forecasts and management plans for the next season.
· Evaluate key performance indicators

· Remember to keep focus on profitability rather than solely productivity. 

Evaluation. 
· Compare the cashflow forecast with performance measures of your business e.g., return on capital, return on equity, changes in equity, changes in working cash expenses, key performance indicators. 

What do we mean by The Primary Sector?

	

	

	



What is a forecast?


	

	

	





[image: A child riding a toy tractor

Description automatically generated with low confidence]What forecasts would a farmer need, and why would 
they need them.



	

	

	

	

	

	




[image: A picture containing text, printer

Description automatically generated]What information would they need for a Cash Flow Forecast? 

	

	

	

	

	

	


List some Cash Receipts for:

	A dairy farm

	A beef farm

	An orchard

	A salmon farm




[image: A cow wearing sunglasses

Description automatically generated with medium confidence]List several different items of expenditure for:
	A dairy farm

	A beef farm

	An orchard

	A salmon farm


[image: A picture containing text

Description automatically generated]
What might cause farming cash inflows to fluctuate
	

	

	

	

	


[image: A picture containing text, blackboard, sign

Description automatically generated]
What might cause farming cash outflows to change?
	

	

	

	


What are some external factors that may affect the business?

	

	

	

	


[image: A picture containing lawn mower, transport

Description automatically generated]If a farmer wanted to buy a new tractor costing $150,000, how would they know when in the year would be the best time to buy it? 

	

	

	

	



Cash Study 11 Bright Spark 1 
Month 1 & 2 Cash Flow Forecasts  
Forecast and Actual 


YOU ARE REQUIRED TO:

	Bright Spark Standards Ltd 2 month Forecast and Actual 

	 
	FORECAST
	 
	ACTUAL

	
	1 Month
	2 Month
	
	Actual 1
	Actual 2


Three shareholders, Brent, Suzanne and Christina, have just set up a small company that buys electric fences. Marketing and selling is done using the Internet. When they .started trading, Suzanne the accountant, arranged an overdraft with the bank for $10,000. 
· They have been operating for two months 
· The records show the following forecasts:
Forecast 
Forecast Sales:  $65,000 month 1, $100,000 month 2
Forecast Overheads

Rent: Office $3,000 per month. 
Furniture: $1,000 per month. 
Cars: $1,500 per month. 
Rates, Insurance etc: $2,000 per month. 
Tax: $8,000 per month. 
Services: $250 per month. 
Salaries/expenses: $9,500 per month. 
Sundries: $1,000 per month. 
Purchases: $60,000 per month


Opening bank balance:   $12,468 

Actual [image: Diagram  Description automatically generated]

Actual Cash Received
Sales:  Month 1: $66,000, Month 2: $90,000

Actual Overheads 
Purchases: Month 1: $75,000 Month 2: $85,000 (both months paid)
Other Expenses:
Rent: Office $3,000 per month. Both months paid
Furniture: $1,000 per month. Month 1 paid.
Cars: $1,500 per month. Month 1 paid.
Tax: $5000 per month. None paid. 
Rates, Insurance etc: $2,000 per month. Both months paid.
Services: $250 per month. Both months paid.
Salaries and expenses: $9,500 per month. Both months paid. 
Sundries: $1,000 per month. Month 1 paid.


Activity 12 Cash Flow True/False 
	
	Cash is not as important as profit 

	
	Net cash flow equals receipts minus payments 

	
	To improve cash flow, businesses should aim to reduce cash inflows 

	
	Cash flow is the movement of cash into and out of a business 

	
	The closing balance can be calculated by combining the net cash flow with the opening balance 

	
	During a recession it is usually easy to borrow money 

	1. 
	To improve cash flow businesses could negotiate longer payment terms with their suppliers 

	
	Receipts are inflows of cash from things like sales of goods and interest on investments 

	
	Poor cash flow is rarely a reason why businesses fail 





Case Study 13 Market Mike Cash flow management - 
Market Mike   July – December 
[image: ]Mike Wolfe has recently begun in business running his own stall at Farmers’ Markets. He wishes to expand, and he would need a bank loan. The bank has requested that Mike produces a Cash Flow Forecast. 
YOU ARE REQUIRED TO:
Construct a cash flow forecast for 6 months ending 31 December.
Purchases and sales are expected to be as follows: 
	
	June
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec

	Purchases
	890
	1040
	1190
	1260
	1350
	1670
	1970

	Sales
	1375
	1480
	1530
	1580
	1670
	1760
	2140



2. Purchases are paid for in the month following purchase.
3. All sales are for cash.
4. Trade customers as at 30 June amounted to $830, payment for goods sold on credit to them is due by 20th of following month.
5. A new stall is expected to be purchased in September cost $750. The old stall would be sold for $150 cash.
6. Personal drawings are $500 per month.
7. Rent of the market stall patch amounts to $180 per month but will rise to $270 in October.
8. On 1 July, the bank balance was $750 overdrawn.

Required (include your answers under your spreadsheet)

1. Create a spreadsheet. 
2. What conclusions can you draw from the Cash Forecast?  
3. Is Mike likely to get the loan as things stand?  
4. What recommendations can you make to Mike to improve his chances of getting the bank loan.
Case Study 14   Eco Quads Ltd 9 months Jan - Sept
Eco Quads has developed a new quad bike that runs on a petrol/electric system licensed from Honda. 
It has assembly capacity for up to 2,500 bikes per month. It has prepared the following cost and revenue data for the first 9 months of sales of the bike.
The selling price of each bike is $25,000 each. 
	Month
	Jan
	Feb
	Mar
	Apr
	May
	June
	July
	Aug
	Sept

	Sales forecast/bikes
	
	10
	30
	100
	200
	500
	1,000
	1,200
	1,400



Eco Quads starts its operation with $1 million in the bank.
[image: ]Bikes must be assembled one month before sale. When Eco Quads become more established it will be able to cut this and is planning for JIT assembly next year.
Costs are forecasted as follows:
Parts and materials: $10,000 per bike, purchased and paid for one month before sale. 
Labour: $2,000 per bike, paid for at the time of assembly.
Overheads: $100,000 per month, paid as cash.
YOU ARE REQUIRED TO: 
1. Prepare a Cash Flow Forecast for the first 9 months of sales, Jan - Sept
2. Will Eco Quads need an overdraft facility in this period? If so, how much should be asked for, and when?                                    
$55,120,000


[image: A close-up of a machine

Description automatically generated with low confidence]Case Study 15
Forecast versus Actual Mas Titus’s Farm  
Situated on the Taieri Plains is 123 (ha) and carries 340 milking cows and wintering 344 cows.  He also grows and sells barley.  He works an average of two days a week on the farm, overseeing staff, ensuring farm plans are implemented, doing administration and payroll.

Head up Spreadsheet as shown below – Have a heading Budget and Actual (figures for actual are shown on next page)

	Mas Titus's Farm 
	 
	 

	Receipts 
	Budget
	Actual

	Payout for MS
	
	

	Grain Sales 
	
	

	Payments 
	
	



BUDGET 

Predicted receipts. 
· Total milk solids (MS) production 130,460 kg at expected payout of $4.00/kg MS
· [image: A cartoon of a person wearing a crown and holding the hand up

Description automatically generated with low confidence]Grain sales from barley 400 tonnes at $400 per tonne

Predicted Payments (include expense headings in cashflow)

Labour
Wages 5 full time staff at total cost $360,000, ACC payments $3,000

Working Expenses
	Animal health        $29,000
	Breeding        $16,500
	Dairy Shed             $7,700

	Electricity              $16,300
	Feed              $24,000
	Feed grazing        $30,000

	Feed other 	        $25,000
	Fertiliser        $50,000
	Regrassing             $7,000

	Weed control          $3,000
	Fuel               $15,000
	Vehicle costs        $10,000

	Repairs and Maintenance $35,000
	

	
Other Expenses 
	
	

	Communication		$3,000
	Accounting fees		$6,000
	Legal fees   $3,000

	Administration	$4,000
	Rates	$16,000
	Insurance  $10,000

	ACC Employer	$4,000

	Drawings	$60,000

	Other            $7000



The beginning Bank Balance is $11,904

YOU ARE REQUIRED TO:
1     Prepare a Cash Flow Forecast based on the Predicted figures above. 

2    Create another column and head up actual (only for one month)
	


Mas needs to revisit his forecast because of:

· A poor spring with less rain has reduced grass growth, and predictions of an El Nino drought means that demand for bailage is predicted to cause price increases. Mas used 3000 bales at $10 each. 

· Facial eczema has been an issue, and Mas believes the elevated spore counts will increase costs, if he doesn’t counter this, he runs the risk of an increased number of slips. The additional cost for this (which is included in Animal Health) is $5000

· A milk powder contamination scare in New Zealand’s largest overseas market led to the predicted MS payout dropping to $4.10 per kg MS.

[image: ]Record this information on the spreadsheet in the next column – head this up Actual. 

YOU ARE REQUIRED TO ANSWER THE FOLLOWING QUESTIONS 

View your Actual Column. Are you better or worse off? 


Discuss what changes Mas needs to make to minimise the effects of the above.  



Suggest 2 things that Mas could do to help him get back into surplus?



Cash from Customers (credit sales) Accounts Receivable 
Many businesses sell goods or provide services on credit. It therefore becomes necessary to estimate when the cash will be received from credit customers.

Example – Cash from Customers April - June
Janie’s Landscaping Business completes most of its work on credit. The firm finds that, on average, 60% of its sales are cash and 40% are paid in the month following. 
The amounts paid in the following month are called Cash from Customers 

	Month 
	Total Sales
	Cash 60%
	Credit 40%
	April
	May
	June

	March
	44,000
	26,400
	17,600
	17,600
	
	

	April
	38,000
	22,800
	15,200
	
	15,200
	

	May
	36,000
	21,600
	14,400
	
	
	14,400

	June
	32,000
	19,200
	
	
	
	

	Total
	150,000
	
	
	
	
	



Fill in the figures below April – June 
	Receipts
	April
	May
	June 

	Cash sales
	
	
	

	Cash from Customers 
	
	
	




Case Study 16 Forecast versus Actual Drenched  
[image: A picture containing person, person

Description automatically generated]Drenched Ltd Jan – June 
Drenched Ltd produces and sells drench 
The firm sells packs of 10 drenches, at a cost of $100 per pack. 
The cost to the company, per pack, are summarised below:
Labour $10 per pack
Materials $15 per pack   
Overheads and expenses $25 per pack
All costs are paid in cash as they are incurred. Sales are 60% cash and 40% on credit which will be Cash from Customers received in the following month. 
At the start of the period the business has $100,000 in the bank 
YOU ARE REQUIRED TO
Create a Cash Flow Forecast for the next six months based on these production/sales figures:
	Month
	Production
	Expected Sales
	Sales $$    
	60% cash
	40% credit

	Jan
	10,000 packs
	6,000 packs
	
	
	

	Feb
	10,000 packs
	6,000 packs
	
	
	

	Mar
	10,000 packs
	6,000 packs
	
	
	

	Apr
	15,000 packs
	10,000 packs
	
	
	

	May
	15,000 packs
	10,000 packs
	
	
	

	June
	10,000 packs
	10,000 packs
	
	
	


Note Credit sales are received in the following month and called Cash from Customers 
Create your Cash Flow Forecast spreadsheet as shown below 
[image: ] 




Below is the table with the actual sales data. You need to put this into your spreadsheet in the Actual column. Remember that the money from the credit sales is paid in the month following the transaction. 
Actual costs 
Labour $11 per pack
Materials $14 per pack   
Overheads and expenses $24 per pack
Actual Sales $100 per pack
	
	
	
	
	
	

	Month
	Actual Production
	Actual Sales
	Sales $$    
	60% cash
	40% credit

	Jan
	10,000 packs
	5,000 packs
	
	
	

	Feb
	10,000 packs
	7,000 packs
	
	
	

	Mar
	10,000 packs
	10,000 packs
	
	
	

	Apr
	15,000 packs
	7,000 packs
	
	
	

	May
	15,000 packs
	5,000 packs
	
	
	

	June
	10,000 packs
	13,000 packs
	
	
	



· What conclusions can you draw from the completed spreadsheet?

· How useful is it to compare the Actual to the budgeted? 

Effective financial management will include an annual budget and monthly cashflow budget being completed before the start of the season. 
The monthly cashflow budget shows the flow of cash throughout the year and can help with planning overdraft requirements. For example, even though the farm's annual budget may be showing a $90,000 cash profit, the farm account may drop down to ($100,000) in overdraft August when payments are greater than receipts.


Estimation of farm working expenses, which will also involve a number of sub­ calculations around such items as supplementary feed (type and amount made on-farm, types and amounts purchased in) and fertiliser (types and amounts).
Assessment of debt servicing (interest on loans) and/or lease costs

Estimate of tax payments due

Estimate of personal drawings

Estimates of capital and development expenditure (purchase of PPE)

Allowance for any principal debt repayments.
This then gives the net cash position for the farming business for the year.

At budget time, undertaking sensitivity analyses and creating scenarios will aid your decision making, giving you a ‘what if’ picture and reducing chances of any unwelcome surprises.
Why undertake sensitivity analyses?
A sensitivity analysis on your budget helps you:
· Gain a clear picture of how exposed your cash position is to risk
· Understand the greater implications seemingly minor changes can make your broader business and financial picture
· Understand how your farming business can take advantage of good opportunities
· Act proactively when unexpected or adverse situations arise
Cash Injection
Money being put into the business – loan, bank overdraft, owner’s invests personal savings. 

Improving your receipts  
Sell surplus PPE 

Reducing Payments 
Negotiate terms of the loan. Extend the number of years you are going to pay it back or change loan from floating to a fixed intertest rate.

How to undertake sensitivity analyses
The sensitivity tables look at the variability of cash surplus/deficit received when exposed to changes in pay out, production and farm working expenses.

Sensitivity analysis example showing changes to production and payout
What would happen if?
· Your production decreases by 5% or 10% due to drought?
· Your production increases? Milk income lifts or drops?
· Key expenses spike (e.g., fertiliser costs increase by 15%)?

These things in your risk and sensitivity analyses



· 

· Milk prices
· Cost of debt
· Production
· Cow health expenses
· Farm working expenses (actual)
· Weather patterns
· Compliance costs
· Media policy
· Covid
· 
· Awareness of the local community and their perceptions.
· Environmental risks - effluent, water quality, sediment, water-take


Case Study 17 Yearly Jan – Dec  AGFEST  

[image: A picture containing text
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As a manager of AGFEST, an event management company, that runs agricultural Field Days in New Zealand, you are required to complete a Cash Flow Forecast using the information below. 
[image: A picture containing text, clipart
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· The event management company has on its books four major events to run which will take place in March, May, August, and October. 
Receipts include Ticket Sales and Merchandising. 

· Ticket sales for March event will earn $65,000, May, August and October will earn $70,000, $85,000 and $65,000 respectively. 

· The event in March will earn $1,300 merchandising income, and the other events in May, August and October will earn $1,600, $1,800 and $1,300 respectively. 

· Expenditure on casual wages $10,000, travel and transport $56,000, and venue hire $24,000 are split over the 4 events. 

· Amounts for Salaries $120,000 pa and administration expenses $36,000 pa will need to be apportioned monthly. /12

· The company's opening bank balance on 1 January is $5,000 `

YOU ARE REQUIRED TO:
· Prepare a monthly Forecast for the year beginning in January
· Do you need to arrange a cash injection during the year?  If YES, - when?  How much?  What would be the best way to do this?  How much will this cost? 



· [image: A black car with yellow text

Description automatically generated with low confidence]You need to replace one of the company cars – you intend to buy a  Toyota corolla which will cost about $30,000. When would be the best month to buy this?  What effect will it have on the Cash Forecast? 






Case Study 18 Budget The Big Tomato  (Jan-Mar)
The following information regarding sales and purchases is available:
Sales are 50% cash, 50% received in the following month.


	Sales

	$

	Cash 50%
	Credit 50%

	Actual for December
	180,000
	
	

	Forecast for January
	170,000
	
	

	Forecast for February
	185,000
	
	

	Forecast for March
	190,000



	
	





	Big Tomato CASH BUDGET for three months ending 31 March

	
	January
	February
	March

	Estimated Receipts:

	Cash sales
	
	
	

	Cash from customers
	
	
	



Payment to Suppliers (credit purchases) Accounts Payable 

Purchases are all on credit and are paid in the month following purchase.  

		Purchases
	$







		Actual for December
	90,000

		Forecast for January
	85,000

		Forecast for February
	86,000

		Forecast for March
	75,000



Other cash payments per month are wages $15,000 and other cash expenses $9,000
The business also plans to make a provisional tax payment of $22,000 in March and will pay for new equipment worth $17,000 in March.

The bank balance at 31 December is $7,135.

YOU ARE REQUIRED TO

Prepare a cash budget for The Big Tomato for January, February, and March on Excel.  



Case Study 19 Budget Maizy Growers (Apr-June)

Billie Judd grows corn. As well as selling their corn cobs to Countdown supermarkets she creates Popcorn treats and sells them online. Her online sales are paid for in cash at time of order, but Countdown buys on credit and pays in the following month.  

They have the following information regarding sales.  April, May, and June are estimates.
	
	March
	April
	May
	June

	
	
	
	
	

	Corn sales Countdown
	12,000
	13,500
	14,790
	8.600

	Popcorn sales 
	5,500
	6,200
	5,950
	7,195





Use this information to prepare the Cash Budget for Maizy Growers for April, May and June 2023
	Maizy Growers Cash Budget (extract) for the 3 months ending 30 June 2023

	
	April
	May
	June

	Cash from Customers 
	
	
	

	Cash Sales
	
	
	

	Total Cash Receipts
	
	
	



They have the following information about purchases.  April, May and June are estimates.
	
		March	
	April
	May
	June

	Cash purchases
	1 500
	2 400
	1 650
	1 300

	Credit purchases
	1 400
	1 700
	900
	1 100



20% of the credit purchases are paid in the month of the transaction and 80% are paid in the following month. 

	
	Credit Purchases
	April
	May
	June

	March
	1,400
	
	
	

	April 
	1,700
	
	
	

	May
	900
	
	
	

	June
	1,100
	
	
	

	Total
	
	
	
	



Payments
· Wages $1800
· Interest on loan $250
· Water $150
· General expenses $100

Maizy Growers also expects to:
· Repay loan $1,500 in June
· Equipment maintenance in April $985
· Tax $1350 in May 

Maizy Growers bank balance on 1 April 2023 was $3,450.

YOU ARE REQUIRED TO 
Create the Cashflow forecast from the information above. 
Case Study 20 Budget Kumeu Flower Farm (Apr-June)

Kumeu Flower farm grows a range of flowers to sell to the public in their shop and online.  They also supply flowers for the local undertakers which are bought on credit. 

	
	March
	April
	May
	June

	Shop Sales 
	19,500
	22,500
	35,040
	21,950

	Online Sales
	41,805
	39,450
	61,879
	38,475

	Credit Sales 
	15,000
	16,000
	17,000
	16,500



All shop and online sales are cash. 75% of the credit customers paid in the month following the sale and 25% in the 2nd month after sale.

Calculate the amount of the credit sales for April, May and June  

	Credit Sales 
	Amount
	April receipts
	May receipts
	June receipts

	February
	12,000
	
	
	

	March 
	15,000
	
	
	

	April 
	16,000
	
	
	

	May 
	17,000
	
	
	

	
	
	
	
	

	TOTAL
	
	
	
	



Other estimated receipts 
Rent received $800 p.w. Loan $10,000 in May, Dividends received in June $450
Sold old equipment for $400 in April. 

Estimated Payments 
Wages $1500 per fortnight, Advertising $450 in May, Interest on loan for May and June $400 p.m
Purchase of a new Van $60,000 with a 10% deposit in June. 

Below is the credit purchases information for Kumeu Flower Shop from January to June. 

· Calculate budgeted Payment to Suppliers based on your percentages.
· 10% on month of purchase and 90% following month 
	Purchases 
	Amount 
	April payments
	May payments
	June payments

	March 
	1,490
	
	
	

	April 
	1,580
	
	
	

	May 
	3,780
	
	
	

	June 
	4,750
	
	
	

	Total
	
	
	
	



Opening bank balance was $12,956 in funds  


EXPLAINING THE EFFECT OF VARIATION OF AN EXTERNAL FACTOR ON THE BUSINESS.  (Kim van Vuuren) 

Remember a cashflow does not show profit. Do not talk about profit. Talk about receipts, payments, and bank balance. 

Written response – ‘Explain’ 	

· What is the answer?
· What happened?
· What is the flow on effect or impact of the ‘what’ answer?

The basic yet important components 		

Use the business and owner name

It’s a forecast but has the forecasting period changed with there being a variation?

Consider the industry.  This is agribusiness so in what months do the inflows and outflows occur? 

Predictions beyond the cashflow forecast timeframe


Structuring a response:  2 paragraphs

1) Effect on the Cashflow Forecast: (Work yourself through the aspects of the cashflow forecast)

What has changed - inflow/outflow?   Why and $ value?  When – month(s)?
       Impact on inflow/outflow of cash for the month(s).
Resulting in a fall in cashflow of $ for months of (identify the months that are now a deficit and acknowledge what they were and what they now are.
This has affected closing bank balance (months) - support with evidence of change.
Final closing bank balance fallen from…


2) Effect on the business:

q flow on impact of this

Negative bank balance at end of cashflow forecast:  Impact on:
· Planning goals
· Ability to continue next season
· Impact on wellbeing of owner, employees…

91868: Demonstrate understanding of cash flow forecasting for a business
Cash flow forecast and variation
Students need to use spreadsheet software such as Excel to create a cash flow forecast from resource material. This should follow accounting conventions such as listing projected receipts, followed by projected payments, to reach a projected net cash inflow or outflow. The next line would show the projected opening bank balance for the month, with the final line being the projected closing bank balance.

The student is expected to show the impact of the variation caused by an external factor by adjusting payments and/or receipts to accommodate the variation. The student also needs to explain how the change in cashflow will affect the business.

Narrative explaining response/s to the variation
In considering adjustments that could be made to accommodate the external variation, students should be mindful of factors that could limit their ability to reduce expenses. 
For example, it is not lawful to reduce wages without employees’ written consent. 
Similarly, some payments such as hire purchase instalments and rent are subject to a contract.

Students are encouraged to consider solutions beyond business owners injecting further capital from personal savings. This is not always feasible, particularly at a time when they may also need to reduce their drawings. 
Solutions should be valid in the context of the business and its circumstances.

It is expected that students would use accurate business language. Receipts, payments and surplus (or deficit) should be used instead of income, expenses and profit (or loss). Negative bank balances should be shown with a minus sign or within brackets and should be referred to as negative or a predicted overdraft, rather than jargon such as “in the red”.
Merit and Excellence
For Merit, the student will use software to show the original forecast, the effect of the external variation on the forecast, and one or more possible responses of the business to the variation. The reasons for the response/s need to be explained.

For Excellence, the reasons for the response(s) to the external variation need to be justified. You need to rest a comprehensive understanding of forecasting needs to be demonstrated. This involves providing further depth in the explanations of the advantages and disadvantages of each response.  Also say why your suggestions represent the businesses more appropriate responses 

What’s the difference between explain and justify?

An explanation is a theory about why something happened or why we should do one thing rather than another. ... A justification is a story about why we are right, or probably right, to adopt one theory rather than another or one proposal for action rather than another.

“Justify your answer” means to argue the case for the position you are taking. So it is asking for more detail about how your answer was reached.
To be able to get Excellence ie a justified response, there is a need to explain why the options chosen are better than other responses ie payments that should not be reduced or injections that should not be considered eg capital injection, further loan.
Also, to support any explanation, it would be supportive of the explanation to show links to evidence sourced elsewhere eg a bank’s overdraft/loan interest rates, conditions of loans, living wage, average family expenditure (in case student is considering reducing owner drawings)



Exercise on Calculating Interest Rates on Loans 
https://www.westpac.co.nz/personal-loans/personal-loan-calculator/
Example
$150,000 for 3 years at 6.75% = $4615 per month 

[image: Graphical user interface, text, application, email
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Try these
	Term of Loan 
	Per month amount 

	$150,000 for 3 years @ 6.75%
	$4615

	$150,000 for 5 years @6.75%
	

	$150,000 interest only @6.75%
	

	$325,000 for 2 years @8.15%
	

	$325,000 for 4 years @8.15%
	

	$325,000 interest only @8.15%
	

	$200,000 for 2 years @5.25%
	

	$200,000 for 5 years @5.25%
	

	$200,000 interest only @5.25%
	



You can only calculate interest only if the term is floating and not fixed. A loan which has a fixed interest rate and term is not able to be changed without break fees. 

What is a loan holiday called?
What you need to know about repayment holidays. Financial assistance in the form of a repayment holiday. Typically, a “repayment holiday” is a temporary suspension to your loan repayments because of temporary financial stress.

An overdraft at the bank is prearranged permission to overspend your account for a overdraft fee and a high interest rate. You cannot go into overdraft without this in place of they will change you a hefty unarranged overdraft fee. 


Website links for external factors:
https://www.squirrel.co.nz/manage-your-home-loan/interest-rates 
https://www.bankrate.com/calculators/managing-debt/annual-percentage-rate-calculator.aspx 
https://www.interest.co.nz/borrowing 
https://www.moneyhub.co.nz/overdraft.html
https://www.livingwage.org.nz/about_lv2019
https://www.employment.govt.nz/hours-and-wages/pay/minimum-wage/minimum-wage-rates/
https://www.westpac.co.nz/home-loans-mortgages/tools-resources/choices-offset-calculator/ 
(Floating) 
Banks interest rates at 5/3/24 
https://www.squirrel.co.nz/manage-your-home-loan/interest-rates
	[image: ]



Overdraft Rates  https://www.moneyhub.co.nz/overdraft.html
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	Assessment Rubric

	Standard Title
			Demonstrate understanding of cash flow forecasting for a business







	Standard No.
	91868
	Version
	1
	Level
	2

	

	Achieved
	Merit
	Excellence

	Demonstrate understanding of cash flow forecasting for a business.
	Demonstrate in-depth, understanding of cash flow forecasting for a business.
	Demonstrate comprehensive understanding of cash flow forecasting for a business.

	Key requirements: (tick)
	A
	M
	E

	Demonstrate understanding involves:
· using software to show receipts and payments in a cash flow forecast    (Software)
· showing the effect of variation of an external factor on the cash flow forecast  (shown effect)
· explaining the effect of variation of an external factor on the business (explained effect)
	S.
	
	

	
	SE.
	
	

	
	EE.
	
	

	Demonstrate, in-depth, understanding involves:
· showing the response(s) of the business to the external factor on the cash flow forecast (shown response)
· explaining the possible response(s) of the business to the variation in the external factor (explained response)
	
	SR.
	

	
	
	ER.
	

	Demonstrate comprehensive understanding involves justifying the response(s) of the business to the variation in the external factor. 
	
	
	JR.

	
	
	
	

	Sufficiency statement:

	Achievement
	All boxes in the column must be gained in order to achieve at that level. 

	Merit
	All boxes in the column must be gained in order to achieve at that level.

	Excellence
	All boxes in the column must be gained in order to achieve at that level.

	CIRCLE OVERALL GRADE
	N
	A
	M
	E

	
	
	
	
	




[bookmark: _Hlk142984332]


Template for Cashflow Forecast 
	What is the Business Name?

	What is the Owners Name?

	What is their business?


	Months of forecast

	What additional costs or income reduction have occurred. How much? And when?




Effect on the cashflow forecast (use evidence)
	State month/s


	What occurred



	How has this impacted the receipts/inflows payments/outflows? State figures from – now



	How has this impacted the net cashflow? State figures from – now



	Comment on closing bank balance in month it occurred– State figures from – now 



	Comment on final bank balance at end of forecast – State figures from – now 



	State key pieces of information that give you some clues about what you could write about in your answer 




	By going into overdraft what could that mean for the business? 



	State your first suggestion on how you are going to amend this cashflow 
Does this overcome the negative bank balance for the entire period?  Why or why not?
 



	Comment on any advantages or/and disadvantages of actioning your suggestion above. 


	State your second suggestion on how you are going to amend this cashflow 
 


	Comment on any advantages or/and disadvantages of actioning your suggestion above. 





	State your third suggestion on how you are going to amend this cashflow. (Optional) 
 


	Comment on any advantages or disadvantages of actioning your suggestion above. 



	Comment on any longer-term effects from this additional cost or reduction in income? 
What does the outcome of this business look like in the following year?




	Comment on any suggestions you have considered but did not recommend.  Explain WHY these suggestion(s) were not recommended. 






	Use any external information to support your reasons. i.e. bank interest rates, overdraft % or living wage. 




	Are there going to be additional bank fees? (Increasing overdraft or changing terms of loan) Discuss the impact of these. 




NB – advertising on social media has a cost. Not just your time but social media does charge a business a fee for customers purchasing online. 

You must not go over the overdraft limit in any month without arranging an overdraft or an increase to your existing overdraft.

For the purpose of this assessment and access to mortgage interest rates we will use the standard rates from common banks rather than business loan rates for this assessment.
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Loan Amount

$ 150,000

Loan Term

3 Years — Months

Please choose the term between 6 months and 5 years only.

Interest Rate

6.75% p.a.

Interest rate is subject to change. If you do not pay amounts when they are due and this
causes your loan account to exceed your limit, the rate of interest that applies to that
overlimit amount will be the interest rate + 5% p.a.

Your results

Minimum repayments

$4,615

Fortnightly

Total number of payments
Total interest payable

Total amount payable

36
$16,120

$166,120
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