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Moderator

* Managing webinar questions

* Overseeing the running of the
webinar

Using Zoom features

e Select Audio Settings to select and test your speakers
¢ Submit questions via Q&A button

Click Leave Meeting if you need to leave, you can rejoin using your link

Audio Settings 2>
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Today’s panellist

Michael Tobeck

Michael@mc2ca.co.nz

Thought for the session

“The budget is not just a collection
of numbers, but an expression of

our values and aspirations.”

- Jack Lew

. Why you need to know your numbers.

. Overview of the reports.

. The difference between profit and cash.

. The key drivers of business value.
. Protecting your assets.

. Adopting best practice.

. Next Steps.
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. Questions.
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Why you need to know your numbers

. They tell the story of your business.

. Symptoms vs root causes.

. Early warning signs.

. Areas of strength (and weakness).
. Support better decision making.

D U A W N

. Knowledge is power.

Overview of key reports

Trading Account
Profit & Loss

Balance Sheet
Statement of Changes in Equity

Depreciation Schedule
Shareholder Current Account




Trading
Account
- Foods Co.
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Account 2020 Adjustment New Difference
Operating Revenue

Sales 1,017,925 10% 1,119,717 101,792
Total Operating Revenue 1,017,925 1,119,717 101,792
Cost of Sales

Opening Stock 56,880

Purchases 326,835

Closing Stock (64,953

Total Cost of Sales 318,762 5% 302,824 15,938
Gross Surplus from Trading 699,162 816,893 117,731
Direct Costs

Delivery Costs 109,255

Direct Wages 253,288

Developmental Expenses 1,500

Packing Material 65,768

Sales Commissions. 20,468

Shopify Fees 133

Total Direct Costs 450,413 5% 427,892 151
Gross Surplus 248,729 389,001 140,251
Gross Profit % 24% 35%

Profit & Loss Statement

Tracks overall performance of the business
Matches income and expenses for a given period
Provides a framework to benchmark results

A fundamental driver of business value

Profit

& Loss
Statement
- Foods Co.

Account

Gross Surphs
Expenses
Accountancy Fees
Advertising & Marketing
Bad Debts

Bank Charges

Interest - Bank Overdeatt

Interest - Losns
Laundry & Dry Cleaning
Legal Fees
Loan Fees.

Motor Vehicle Expenses
Other Qverhead Expenses

Superann
Telephane & Tolls

Travel & Accommadation

Total Expans

Operating Surplus (Los¢) befors Other Income
Surplus (Loss) before Owners’ Remuneration
Owners’ Remuneration

Sharehalders Salary

Net Surplus (Loss)

2020
248,740

2,488
210
2,500
1404
57,834
35
1970
21891

11,949

(50,589)
(s0.589)

63,260
f113,858)

Adjustment  New

7616

63,269
24,348

Difference

190,251

(5512)
o

%
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Balance Sheet

Measures the ‘net worth’ of the business at a point in time
Shows if your business is solvent

Comparisons between periods possible
Useful for tracking ‘strength’ of the business

A basis for calculating key ratios
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s Debtor Days: Debtors / Sales * 365
wn

$72,167/ $1,017,925 * 365 = 26

-

e Improvement (5 days): Sales / 365 * No. Days Improvement
s $1,017,925/365 * 5 = $13,944
e

sarm Inventory Days: Inventories / Cost of Sales * 365

oo $64,953 / $318,762 * 365 = 74

e

i Improvement (9 days): Cost of Sales / 365 * No. Days Improvement
fryad $318,762 / 365 * 9 = $7,860
s

o
e
£
e e

Shows if profits are paid out as

dividends or retained
Statement of Captures the value of the

Changes in Equity business - assets less liabilities

Shows if the company is solvent
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Statement of Changes in Equity - Foods Co.

Account 2020 2019
Equity
Opening Balance (191,560) (139,096)

Increases
Profit for period

Total increases
Decreases

Loss for the period 113,858 52,463
Dividends paid - -

Total decreases 113,858 52,463
Total Equity (305,418) (191,560)

Shareholder Current Account

* Arunning record of funds introduced and
taken from the business by shareholders

* A way of monitoring personal expenditure
made from the business

* Ensures a record of different balances for
each shareholder is maintained

* Shows what’s owed to each shareholder by
the business (or if overdrawn, how much
the shareholder owes the Company)

» Kk
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Fixed Asset Register

Records fixed assets, e.g. vehicles, plant & equipme

Facilitates the spread of the cost of assets over their useful lives
Basis for keeping track of business assets

A useful guide as to an annual asset replacement budget
Helpful when selling the business
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The difference between profit & cash

1. Turnover is vanity.

2. Profitis sanity.
3. Cashflow is reality.




Profit

Interest on loans

| eSS Loan repaYmeénts

Depreciation

v

b

Intereston IDM&N‘;',
S |

Chartered Accountants

Drawing

Accelerate the

The Business 101 Cycle

spin cycle to
increase RO

The key drivers
of business
value

Different for every business
Knowing yours is essential
Examples:

- Monthly recurring revenue

- Revenue growth

- Revenue per client

- Sales
- Profit
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Protecting your assets

1. Limitation of liability.
2. Directorships.

3. Security for loans provided.
4. Ownership options for high value assets.

5. Terms of Trade and credit policies.
6. Insurances.

7. Financial planning.
8. Estate planning.

Adopting best practice

1. The 3 essential tools:

¢ Annual Business Plan

¢ Annual forecast

* Ongoing reporting & accountability
2. Knowing your numbers is

just the beginning!




Your next steps

Get started now!

* Write down three actions or projects that
will add value to your business

* A problem is an opportunity to create a
project

» Doing nothing should not be an option!
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How we can help you

1. Business Planning - $2,500+GST

2. Cashflow Forecast - S800+GST

3. Quarterly Coaching - From $2,000+GST per annum
4. Management Reporting - $400+GST per month

5. Complimentary Meeting - FREE

Questions
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THANK YOU
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