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Notes on Excel and how to use it draw up a P & L and Cash Flow Budget
1 SECTION 1:  INTRODUCTION
1.1 Welcome
Excel – the very word brings fear to some or turns off others. “I never was any good at Maths”  “Isn’[image: image1.png]sbms:/

experienced business mentors



t it very complex?” “To be honest, I’m a bit frightened of Excel”. 

And yet it’s the best business tool ever! You could happily run an entire medium sized company on Excel and learning it is probably the quickest way to improve how you run your business. Once you can use Excel, drawing up a Budget becomes easy. You can then measure how your business is performing against that Budget and check it’s going in the right direction. With this, you are in a good position to guide your business to success. 
Which is a whole lot better than working in the dark, just hoping you wash up OK at the end of the year!
1.2 Who are these Notes for?

 They are for anyone wanting a quick starter course on Excel and particularly for business operators to learn how to use Excel to set up a Profit, Loss and Cash Flow Budget and monthly Trading Results. Some useful accounting principles will be covered along the way.
1.3 Systems covered

These Notes relate to Microsoft Office Excel 2003. Check your version by looking at the desktop Excel icon. Later, there will be separate notes for Excel 2007 though much is similar.
1.4 About these Notes and how to cheat!
Some writers take a whole book to explain Excel. Then there are management courses that spend days just teaching cash flow and budgets. These Notes attempt to cover both things, and reasonably well, in only a few hours reading. Skip over any parts you are already familiar with.
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You can’t teach someone to drive by reading a text book. You have to get in and have a go. Do the same here. Firstly, print these Notes so you can read them while Excel is open on your screen in front of you. Secondly, repeat on your screen every example described here. Sure, you’ll make mistakes – that’s all part of the learning!
Sections 2 and 3, which are in blue, describe the Excel screen, mouse, keyboard and many easy, basic Excel techniques.
If all you want is a basic, working knowledge of Excel, just read pages 3-16. 
If you want to do a cheap and cheerful cash flow the eight pages of Section 4 will then show you how, using the Excel techniques just learnt. A novice should be able to get to this point in half a day. 
Sections 6 to 9 describe how to set up proper a Profit, Loss and Cash Flow Budget. This is where you’ll get the real benefit from these Notes. It’s not difficult and you will find it surprisingly rewarding. 

Sections 6 - 9 should take only another half a day to get to the point where you can put together a Budget for your own business. Of course, you can cheat and go straight to the disc for the templates! But be sure you’ve learnt enough Excel not to mess up the formulae and unless you’ve read and understood the accounting principles relating to the spreadsheets you could make mistakes. 
If you’re serious about running your business professionally, work through to Section 9. 

Finally, if you end up hooked on Excel, further interesting techniques are covered in Section 10. 
Cross references to other paragraphs in these Notes are shown in brackets like this (3.5.2). 
The contents of these Notes are set out in Appendix 1 so you can see how they are structured
A full topic Index is at Appendix 2 and the abbreviations used are set out in Appendix 3.

There are 5 other useful Appendices plus a spreadsheet of templates.

   Step by step instructions to set up Cash  Flow  and Budget templates are shown in borders like this.
Now let’s get started.
The information in these Notes is distributed on an “as is” basis, without warranty. While every effort has been made to ensure these Notes are free from errors or omissions neither the author nor SBMS shall have any liability to any person or entity with respect to any liability, loss or damage caused or alleged to have been caused by the content of these Notes. Readers are advised to seek prior expert advice before relying on the information or advice contained in these Notes.

2 SECTION 2:  STARTING WITH THE BASICS
2.1 [image: image10.png]


Opening Excel from the desktop
Turn on the computer, probably with a large round push button, possibly with an icon like this.
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Turn on your screen which will have a push button, again possibly with the same icon. When the computer has started up you will see a “desktop” screen. Quite often people personalise their desktops with a background pictures of a palm fringed beach, a fluffy kitten, a fast car or, heaven forbid, naked women - perhaps P.C. is not the most appropriate abbreviation! If you’re lucky the desktop will just be a plain background. Otherwise somewhere hidden amongst the rubber tyres, naked nipples, fluffy whiskers or palm fronds will be a number of icons or symbols. One will be called Microsoft Office Excel. It is a green “X” in a green square. Double click (2.3.3) on this. Excel may open up with a “Getting Started” panel visible on the right. If so, close it by clicking (2.3.2) the black “X” to the far right of, and on the same level as, the words Getting Started.
2.2 The Excel screen
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2.2.1 Matrix of cells

The main area of the screen is a matrix of cells. The columns are headed A, B, C… and the rows are numbered 1, 2, 3….So the top left cell is called A1, the one below it A2 and to the right of this, B2 etc. 
2.2.2 Scroll bars

There are scroll bars on the right hand side and at the bottom of the screen which allow you to scroll up, down or sideways by either clicking on the small black arrows at either ends of the scroll bar or by placing you cursor on the rectangular scroll indicator and dragging it (2.3.4) manually. If you’re curious you can scroll 256 columns to the right, all the way across to column IV (why did they decide to stop here?) and down to row 65,536 (and there!). You can have a BIG spreadsheet if you want!
2.2.3 Tabs

Below the matrix at the left are 3 tabs called Sheet 1, Sheet 2 and Sheet 3 (5.1.1)
2.2.4 Windows title boxes

At the very bottom of the screen, to the left and right are a number of small coloured icons to do with your computer; these are beyond the scope of these Notes. However in the middle at the bottom will appear one or more useful file screen title boxes. Excel is a Windows system which means you can have many file screens open at the same time, layered one behind the other. Obviously you can only view on your monitor one of these at a time. 
In the centre at the bottom of this grey area are title boxes which tell you the file screens that are currently open. If you’ve just opened Excel there will be one screen saying “Microsoft Excel”. The first screen opened is shown in the left hand title box and as you open more they appear to the right in order of opening. You can switch from one file screen to another by clicking on its title box. 

2.2.5 The fx box

Immediately above column A of the matrix is a white box that tells you which cell is highlighted. Click on cell B2 to see “B2” appear in the box. To the right of this is a long box with “fx” at its left. “fx” means function or formula. When you are entering a formula into a cell you can see in the fx box what you are typing. 
 If you make a mistake during entering a formula, click Escape on the keyboard, (“Esc”, top left of the keyboard). If you find a mistake after you’ve entered a formula click on the cell and press Delete on the keyboard (“Delete”, to the left of the numerical keypad). If you get any of these error results, #DIV/0!,  #VALUE!,  #REF!,  #NAME?,  ######,  refer to (5.5.5).

Click on cell A1, type in the number 1 and press Enter on the keyboard. Pressing Enter always takes you to the cell below which here is A2. Type in 2 in A2 and press Enter. Similarly, type 3 in A3 and Enter. Now click on A4 and, without any spaces, type in the formula “=A1+A2+A3” [the inverted commas around formulae are used in these notes for clarity only and are not part of the formula]. As you type you will see this in both the cell A4 and the fx box, where it is usually clearer to read. Press Enter and A4 will show the result of the formula, 6. The fx box also has hundreds of built in functions and a few of the most useful will be covered later.
2.2.6 The top title bar

At the very top of the screen there is a title bar, usually blue, which shows on the left the identity of this screen, in this case “Microsoft Excel Book 1”. At the right of this blue band there are three small icons in grey boxes. Clicking on the right hand one, which is a cross, closes the Excel programme and takes you back to your desktop or the previous file screen you were looking at. Clicking on the left hand one, which is a minus sign, minimises Excel which then becomes just a title box at the bottom. You can then reopen Excel by clicking on this title box. The centre icon minimises the screen to half size and clicking again re-enlarges it. Below these three icons are a second similar set. These work in the same way but act on the individual file (Book 1 in this case) rather than on the Excel programme itself.
2.2.7 Menus and icons

Below the top title band are various menus starting with “File”, “Edit” etc. Below these menus is a row or two of icons. We’ll deal with the basic menus and icons in Section 3.

2.3 The mouse and Excel 

Check the mouse is plugged in. Eleven mouse terms will be used in these Notes. 

2.3.1 Cursor – the moving icon on the screen indicating where the mouse is located. The cursor icon changes depending on what function it is doing. Usually it’s a cross when navigating, a bar when typing or an arrow when selecting.

2.3.2 Click – a quick tap or click on the left hand mouse button. 

2.3.3 Double click (DC) – a quick double tap or click on the left hand button.
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Drag - this is clicking on a cell and, while continuing to hold down the left mouse button, moving the cursor up or down and/or across the adjacent cells, then releasing the left button. You are not limited to dragging only within the visible area of the matrix. Just drag to the right or down, beyond the edge of the matrix, and the screen will scroll to keep up with where you are going. Dragging is used in Highlighting, Autocopying and Moving, see below.
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Highlight (HL) – position the cursor in a cell and left click to highlight the cell. When a single cell is highlighted like this it is ready for you to type in text, numbers or formulae or change the format of this cell. To highlight an area of cells click on a cell at one corner of the area and drag the 
cursor up, down and/or across at the same time to cover the area. To highlight a whole column, click on the letter at the top of the column, e.g. A. For more than one column click on A and drag over the next 2 columns B & C. The same can be done for rows. Finally the entire spreadsheet can be highlighted by clicking on the blank, corner square to the left of the “A” of column A and above the “1” of row 1.
2.3.6 Control highlight (ConHL) – you can highlight at the same time any number of separate cells, areas, columns or rows by clicking on the first cell/area then press the Control key, (“Ctrl”, bottom left of the keyboard) and, while continuing to hold down the Control key clicking further separate cells, areas, columns or rows, one at a time. Release the Control key and mouse and the multiple areas remain highlighted. It’s important to keep the cursor over any one of the highlighted areas while you input your command for these areas, if it strays off, the command won’t work.
2.3.7 Hover – move and position the cursor over an icon and words will appear describing that icon’s function. For example, find the “Fill Colour” icon which looks like a tipping paint pot, at the right of one of the rows of icons at the top of the screen.
2.3.8 Move – Highlight a cell, release the left click and move the cursor to any edge of the cell 
and the cursor will change to a 4 headed arrow. You can now left click and drag this cell elsewhere on the matrix and by releasing the left button, drop this cell into a new location. The same can be done to an area of cells or column(s) or row(s). Be aware that moving a cell to another location can sometimes upset formulae relying on that cell.
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Autocopy – highlight a single cell and place the cursor on the little black square at the bottom right corner of the cell border. The cursor will turn into a solid plus sign. By dragging this plus sign up, down or across other cells you can copy the content and formula of the original cell to the new cells you drag it over. 
You can autocopy from a single cell, an area, a column or a row in this way. The little black square to place the cursor on is always at the bottom right e.g. for row 4 it’s to the bottom right of the “4”. 
Autocopy can think for itself too. If you type “July” into a cell and autocopy this cell to the right it will automatically insert August, September, October etc. This works for days of the week too, try it. If you type “1” into a cell and “2” into the cell below it , then HL these two cells and autopcopy them down, Excel will assume you want to keep the sequence going and give 3, 4, 5, 6 etc in the cells you drag over. Try typing in “3”and “6” into two cells, autocopying them down and see how the sequence is preserved!
2.3.10 Right click (RC) – if you hover the cursor over a cell, area, column letter or row number and then click on the right hand mouse button this will open a menu where you can select various action commands. These are explained in (3.3).
2.3.11 Click away (CA) – after completing a command a cell may remain highlighted or, if the Enter key has been pressed, the cell below will now be highlighted. It is sometimes useful to “click away” by clicking anywhere on the matrix away from where you are working. This will remove the highlighting and make the result of your command more clearly visible. CA and Enter are often alternative options. Enter is quicker if your fingers are on the keyboard and CA quicker if they are on the mouse. There is a third option which is to use the up, down, left or right arrow keys at the bottom of the keyboard to the left of the numerical keypad. These also act like Enter but allow you to choose the direction you want to go in.
Try this: Control Highlight (ConHL, 2.3.6) a number of separate cells a couple of columns and a row. Release the Control key and mouse button and the cells will remain highlighted. Find the paint pot icon (top right of screen, hover your cursor over the paint pot says “Fill Colour”). Click on the black arrow to the right of the paint pot, click on a colour and Click Away (CA). All that you highlighted is now coloured. Click on one of the columns and move (2.3.8) it to another location, CA. Click on any cell and type “test”, CA. Autocopy (2.3.9) this down 4 rows, CA. Highlight (2.3.5) the 5 words “test” and autocopy them to the right 2 more columns, CA. You should end up with 15 “tests”. Now find a blue anticlockwise arrow icon (hover = “Undo”). Click it once and you’ll undo your last action, which was autocopying 15 tests. Keep clicking 5 or so times till you have undone all the above exercises. Undo can get you out of all sorts of trouble – if only life had an undo button!
2.4 The keyboard and Excel
Check that the Capitals Lock is off. The “Caps Lock” key is at the far left of the keyboard. Press this key until the Caps Lock light, at the top right of the keyboard, is off. The quickest way to enter numbers is to use the numerical keypad at the right of the keyboard. Press the “Num Lock” key, top left of the numerical keypad, until the Num Lock light is on. Around the top and right of the keypad are the 4 signs,  /  *  - and + which represent divide , multiply , subtract  and add . At the bottom is a decimal point and the Enter (or Return) key. These keys are duplicated on the main keyboard. The“=” is at top right of the main keyboard only. There are 4 arrow keys, up, down, left and right which also act like the Enter key. You will also need to locate the “Escape” key, top left, and the “Delete” key, towards the right.
Try this: HL cell A1, type “=6*3”, and press Enter. The result should be 18. Typing the formula “=6/3” & Enter should give 2. “=2+3+4+5” should give 14. “=6*3+4” should give 22.”=6/3-4” should give -2. HL the entire worksheet (2.3.6) and press the delete key on the keyboard to clear 
the screen of all entries.
2.5 Opening and saving a worksheet or file  
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When you first opened Excel you were presented with a blank worksheet named, by default, “Book 1”. Unless you have renamed it or already filed it this is what it should still say in the blue band at the very top of the screen. Type in cell E8 “This is my file called ABC”. Find the blue, square icon, top left of the screen (hover = “Save”) and click it. Excel will now offer up a filing dialogue box.  It may be best to create a new folder to put all this practice Excel work in, so proceed as follows. Decide where in your filing hierarchy you want to locate this new folder, say called “Excel Practice”. To move up the filing hierarchy click in the dialogue box on the green left arrow icon (hover = “Back”) or 
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on the icon of a yellow file with the upwards pointing green arrow (hover = “Up one level”). To move down the hierarchy double click on the relevant folder. Once you are at the right location click on the icon of a yellow folder without the green arrow (hover = “Create New Folder”). Name the new folder “Excel Practice” and click OK. The screen will now be showing the filing dialogue box of “Excel Practice”. At the bottom of this new folder’s dialogue box you can now change the name “Book 1” to “ABC” then click the “Save” button at the bottom right of the dialogue box. Your new file “ABC” is now saved and filed in your new folder “Excel Practice”. Close the file by clicking on the lower of the two crosses at the top right of the screen. To retrieve this file, click on the yellow “Open” icon to the left of the “Save” icon. Depending where the filing system opens you may need to go up or down a level or two of the hierarchy, see 10 lines above, until you reach the “Excel Practice” folder. DC on this folder and then DC on the file “ABC” Leave this file open for now. Well done – this is a good start to getting comfortable with Excel.
3 SECTION 3:  EXCEL AT ITS SIMPLEST

3.1 Menus – the basics
Let’s make a start on Menus, top left of the screen. The standard menus are shown below. 
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3.1.1 Overview
Click on “File” and a menu will drop down with a number of menu items. At the bottom will be 2 down arrows. Click on this and further items will be added. The first menu items are Microsoft’s view of the commonly used ones, the second the less used ones. Many of these items can be accessed more quickly by using short-cut icons or the mouse. Excel tells you if there are such icons available by showing these to the left of the menu item, e.g. “Print Preview”. 
There happen to be only two basic items most easily accessed from the menus, all the other commands can be made more quickly via icons (3.2) or mouse right clicks (3.3). The abbreviation “M:” will be used in these Notes to mean Menu e.g. M:File is the menu called “File”.
It’s beyond the scope of these Notes to cover every Excel menu or icon. A complete list of all these is shown at Appendices 4 & 5, with a reference to the relevant paragraph in these Notes if they are covered.
3.1.2 “File” menu – “Save As”

“Save As” enables you to take a worksheet that already has a place in the filing system and file it in an additional second file as well. If the original worksheet was filed under the name “ABC” in folder “Excel Practice” you could also “Save As” the file “ABC” and place it in either:-
a) The folder “Excel Practice”, but called something different from “ABC”, for example “ABC backup”, or

b) anywhere other than the folder “Excel Practice” in which case you may continue to call it “ABC” or choose another name if you wish.

What you cannot do is “Save As” with the name “ABC” in folder “Excel Practice” because the original worksheet is already filed there and you can’t have 2 files with the same name in the same folder.
Try this: Assuming you still have the file named ABC open, click on cell E8 which says “This is my file called ABC”. Go to the function box, place your cursor at the end of those words and type the word “backup”. Click the “File” menu and “Save As”, select the same “Excel Practice” folder to file it in, rename the file “ABC backup” and click the “Save” button at the bottom right of the dialogue box. 
You will now have 2 files in the “Excel Practice” folder, “ABC” and “ABC backup”. Saving as a backup is good policy if you are working on a complex spreadsheet in case you mess up something as you go. You then at least have a backup. To complete the exercise close the “ABC backup” file, re-open the original file “ABC” and “Save As” in any other folder as “ABC 2”. Close “ABC 2” and open the original “ABC” file from the “Excel Practice” folder for the next exercise.
3.1.3 “Window” menu – “Freeze panes” 

To illustrate Freeze Panes set up a dummy cash flow forecast as follows. Type “July” into cell D2. Autocopy (2.3.9) this across to cell O2 to give July to June headings. Type “Cash Flow heading No 1”[image: image60.png]arial 10 | B I
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 in cell A4. Autocopy this down to A28. You can see you have lost your month headings as Excel scrolled down to row 28. Freeze Panes prevents this. Click on D4. Click the menu “Window” and “Freeze Panes”. Now move around each of the vertical and horizontal scroll bars and you’ll see the month and Cash Flow headings remain in place. This enables you to know where you are on the spreadsheet. There are 2 lines above and to the left of the Freeze Panes cell you chose (D4) to indicate all above and to the left of that cell/those lines is frozen. Now unfreeze panes by clicking “Windows, Unfreeze Panes”, HL the entire worksheet (2.3.5) and press the delete key to clear all the words.
3.2 Icons– the basics 
3.2.1 Overview

Below the menus are rows of icons as shown above. Check you have the minimum icons needed to follow these Notes by clicking the “View” menu and “Toolbars”. You should have at least 2 boxes ticked, “Standard” and “Formatting”. If not, click these on. The basic icons will be described now, starting at the left with “New”, while others will be skipped till later. Hover your cursor over the icon to see its name. The abbreviation “I:” is used for icon, e.g. I:New is the icon called “New”. Alongside some icons are down arrows which you click on to view the options. Have a look at Appendix 5 which shows all the icons in detail and gives the paragraph number in which each one is explained.
3.2.2 I:New
This opens a completely new file, properly called a workbook. It’s then good practice to give the file a name, decide where to file it and close the as yet unused file. This sets up the file in the desired location before you start using it otherwise it can get lost later. Then you can re-open the file to start your work (2.5).

3.2.3 I:Open

This opens your filing system ready for you to find a file (2.5)

3.2.4 I:Save (and Autosave)
Click this icon to save your work as you go. All the worksheets (Sheet 1, Sheet 2 etc) in the file are saved regardless of what worksheet happens to be open. Regular saving is vital because you could inadvertently cause an error and loose all your work.
Excel has an “Autosave” function which you can set at any time interval you want. To check or alter the default setting, click the “Tools” menu, then “Options”, then the “Save” tab and enter the interval. The only reason you wouldn’t choose a very short interval is that once Excel has Autosaved you cannot “Undo” (3.2.7) what has now been saved. 5 minutes is a good compromise. 
Skip over the next 6 icons on the screen until you get to:
3.2.5 I:Cut,  I:Copy and  I:Paste

Try this: Type into cell A1 the number 1, Enter. Type into B1, 2, Enter, into C1, 3, and into D1, 4. HL A1, click I:Cut and you will see a running border around the area you plan to cut. HL D3 and click I:Paste. You have just cut the information out of A1 and pasted it into D3. 
Instead of cutting you can copy. HL B1, click I:Copy, HL E4, click I:Paste. You have just copied the information from B1 to E4. When you click cut or copy you put the information from the cells you highlighted onto something Microsoft call the “clipboard”. Then you paste it. The information remains on the clipboard until you press the “Escape” key (Esc, top left of the keyboard). So it’s easy to do multiple pastes. For example HL B1, I:Copy, HL G4, I:Paste, HL H4, I:Paste, HL I4, I:Paste, HL J4, I:Paste and so on to get multiple copies. 
You can also use ConHL (2.3.6) to achieve the same result. HL B1, copy, ConHL G5, H5, I5 & J5, paste. You can also use drag (2.3.5). HL B1, copy, HL G6 and drag across to J6, paste. Cut, Copy and Paste can be used with single cells, areas of multiple cells, rows and columns. HL the entire worksheet (2.3.5) and press the delete key to clear the numbers.
3.2.6 I:Format Painter

Formats include font style, font size, font colour, bold, italics, underline, left or right alignment, cell colour, cell borders etc. Format Painter is like copying but instead of copying the value or contents of a cell it copies or paints only the formats. To paint from a single cell to another single cell, click the origin cell to be copied, click Format Painter and click the destination cell. You can do this for an area of cells in the same way. Always click the top left cell of the destination area you want to copy the format into. To copy from one cell/area to a number of separate cell/areas, HL the origin cell/area, double click Format Painter, then click, one at a time, the multiple destination cells. Click Enter or Escape when you have finished copying.
3.2.7 I:Undo and I:Redo

This is a great icon; it can save you untold grief! As you enter or amend information in a worksheet Excel remembers everything you do. Clicking on “Undo” undoes your most recent input which is particularly useful if you are doing something complex and make a mistake. Keep clicking Undo to retrace your steps one at a time. Redo simply reverses this process. 
You can see each of the steps available to Undo or Redo by clicking on the drop down arrow to the right of either icon. Be aware you can only Undo or Redo back to the last Autosave (3.2.4). If you are in the middle of doing something like entering a formula and make an error or change your mind, simply click the Escape key (“Esc”, top left of the keyboard)
3.2.8 I:Autosum

This is for quick addition. Type in from E2 down to E5 a column of figures, see example below on the right. Let’s say you want the sum of these numbers to be in cell E6. HL this cell, called the result cell, click Autosum and you’ll see it indicates with a running border the cells it is about to sum, i.e. the 4 numbers. Click Enter and you get the result.  If you click on E6 you’ll see it has entered the formula =SUM(E2:E5) in the function box (2.2.5).

If there are figures all around the result cell Autosum may have to guess which group of cells you want to add. If it chooses the wrong cells you can override this by highlighting the correct cells then clicking Enter. To show how you can choose what to autosum HL E6 again, Autosum, HL E2:E4, Enter and it will sum that area consisting of only the three numbers, not all 4.
Be aware if you insert a cell, row or column (5.4.2) within the Autosum field the inserted cells’ numbers will also get included in the addition. However, if the inserted cells are only adjacent to the Autosum field, but not within it, the inserted numbers will not be included and you’ll need to amend the formula or do Autosum again. This is an easy oversight to make.
Skip over the next 4 icons until you get to :
3.2.9 I:Zoom

Click the arrow to set the screen zoom. 100% is comfortable, 75% is a good compromise between ageing eyes and getting enough of the spreadsheet on the screen to see where you are. You can type in your own zoom by clicking “Selection” and typing over it the zoom level you want
3.2.10 I:Font style and I:Font Size
Font Style is usually at the left end of the second row of icons. Select from an extraordinary number of typefaces which is why Arial is the default. Some are more like ancient hieroglyphics; try writing place names in Windings! Click on the Font Size arrow to get a drop down menu. The default 10 is good for regular body copy and 14 or 16 for titles.

3.2.11 I:Bold,  I:Italics  and  I:Underline

HL an area of cells with text or numbers and click I:B which will make them all bold. Click I:B again to return to regular. “I” gives italics and “U” underlined. You can HL a cell containing a sentence and, in the function box (2.2.5), HL only a few individual words within that sentence to be bold etc.

3.2.12 I:Align Left, Centre or Right
HL a cell/area containing text or numbers, click one of these icons and the contents will align or margin themselves left, centre or right.

Skip over the next 6 icons until you get to:
3.2.13 I:Increase Indent and I:Decrease Indent
Clicking on “Increase Indent” indents the contents of the cell one indent per click. “Decrease Indent” reverses this. There are some limits to what you can indent depending on the alignment in the cell (3.2.12).

3.2.14 I:Borders

This provides some short cuts, via the drop down arrow, to a few basic cell/area borders and is mostly useful for 4 sided borders or removing all borders. Otherwise right click is quicker and offers more control and options. 

3.2.15 I:Fill Colour and  I:Font Colour

This is the quickest way to colour a cell or area. HL the cell/area, click the drop down arrow, click the colour. The paint pot icon colours the cell background and the red “A” icon colours the font. 

3.3 The Great Mouse ‘Right Click Trick’

3.3.1 Introduction

This is a very useful technique. HL a cell, right click (RC) and up will come a menu as shown at the right. If you HL a row or column a similar menu will come up but with a few different options unique to rows and columns. These will be described at the end of this section.
3.3.2 Cut, Copy and Paste

Some people find it quicker to use RC for this rather than using the icons.
3.3.3 Paste Special  Wait till (5.4)
3.3.4 Insert, Delete  Wait till (5.4)
3.3.5 Clear contents

HL a cell/area, RC, Clear Contents clears the contents of the cell/area but not its formatting. It's arguably quicker to HL the cell/area and use the keyboard delete key.
3.3.6 Insert Comment  Wait till (5.4)
3.3.7 Format Cells

As shown at the right, this is a smorgasbord of useful commands. Formatting can be applied to cells, areas, rows or columns.
3.3.8 Format, Number

The dialogue box opens at “Number” and you can choose the type of number you want the cell to represent. Regardless of your choice of number you can always type in text. Rather than leave it on the default “General” choose “Number” as this lets you define the number of decimal places you want. Other frequently used options include Currency, Accounting, Percentage and Date. 
If you enter a date and find it comes out as something like “39765” that means the cell is not formatted as a Date but as a number. 39765 means the date you entered is 39765 days after 1st January 1900 when Microsoft started counting. For some unexplained reason if you are on Macintosh the numbering starts from 1904!
3.3.9 Format, Alignment & Format Font  Wait till (5.4)
3.3.10 Format, Borders
Try this: Close the Format dialogue box. HL a single cell, RC, Format, Border. Select from the Line Styles shown by clicking on the line style you want for the border then, if you want this line to be a colour other than “Automatic” which is black, click on the Colour drop down arrow and select a colour. 
To place this line on one or more of the cell’s 4 sides click close to the outside edge of the large white area containing the word “Text” where you want the line to go. You can have different borders on all 4 sides or all 4 the same. For the latter, it’s easy to use the Preset “Outline” icon above the white area rather than click each of the 4 sides in turn. Similarly you can erase all borders by clicking on the Preset “None”.
 The other short-cuts are of doubtful value. If you put a border in the wrong place just click on it again and it is deleted. Don’t worry about any blurred lines in the Border area, they indicate a combination of different formats, you can apply your selection over the blurred lines.
Now repeat the exercise but with a rectangular area of cells, say 6 x 6. Areas of cells are indicated with 4 words “Text” in the white area. If you click a border towards the outside of the white area, or use the “Outline” icon you place the border around the outside of the whole area you highlighted. If you click either a horizontal or vertical line in between the text words you place a horizontal or vertical border on all inner cells within the multiple cell area.  With a bit of experimentation, or bad luck you will find diagonal lines are possible too!
3.3.11 Format, Patterns and Protection

Wait till (5.4)

3.3.12 Other right click items 
Other RC items on the menu for single cells are beyond the scope of these Notes. The RC items for entire columns or rows are similar to the menu for cells but there are two additional useful items.
3.3.13 Column Width and Row Height
If you HL column(s) or row(s) you can nominate their width or height by clicking on “Column Width” or “Row height” and entering the desired figure. Defaults are 8.43 for column width and 12.75 for row height. There doesn’t appear to be much logic in these but no doubt Microsoft had a reason.

There are two other ways you can adjust widths and heights. The first way is to place the cursor at the right edge of the grey cell containing the column letter or the lower edge of the row number cell, when the cursor will change to a double headed arrow, then drag (2.3.4) the column or row larger or smaller. The second is to start with the same double headed arrow then just double click it and the column or row will automatically adjust to accommodate the largest item in that column or row.
3.3.14 Hide and Unhide

Very useful but wait till (5.4)

3.4 Entering simple formulae

3.4.1 Introduction

To enter a formula into a cell HL the cell and start the formula by typing an equals sign, (“=”, to the left of the backspace key. Remember, do not type the inverted commas around formulae, they are here just for clarity). All formulae start with “=”. Once you have completed typing in the formula press the Enter key to enter the formula into the cell. If you make a mistake midway through typing in the formula, press the Escape key (“Esc”, top left of the keyboard) and start again. 

Excel can do pretty much anything logical or mathematical you can dream of but this section will only deal with the simplest of maths, add, subtract, multiply and divide. Percentages and some other options will be covered in Sections 5 or 10.
NOTE. You can type any of the letters in formulae in lower or upper case and they will always end up in upper case. E.g. type in “=sum(b4:b9)” and this will end up as “=SUM(B4:B9)”.

3.4.2 Add and Subtract

Try this: Type into B4 the number 15, Enter. B5, 2, B6, 31, B7, 24, B8, 17, and B9, 11. HL the results cell B10 and type in the formula “=SUM(B4:B9)”, Enter. The answer should be 100. There’s another way you can do addition. HL B11 and type “=”, now click on cell B4, type +, click B7, type +, click B9, type +, and then Enter. This has “picked” the three individual cells, one by one, and strung them together into a formula to give the result 50. This is useful for making formulae from cells that are not next to one another but are located across the spreadsheet. Autosum (3.2.8) is a useful shortcut for addition. Subtract works on the same principles as addition but there is no Autosubtract!
3.4.3 Multiply and divide

Try this: The multiply sign, *, is at the top of the numerical keypad. Type 8 into cell J8, Enter, and 4 into J9. HL the result cell J10 and type “=J8*J9”, Enter. The result is 32. You could also do this by picking the cells, “=click J8, type *, click J9”, Enter. These are the only 2 ways to multiply.
Division is the same but use the forward slash sign ( / , top centre of the numerical keypad) instead of *. To divide J8 by J9 is written “=J8/J9”, the result being 2.

3.4.4 Formatting the cells to give the number you want
The above examples are simple because they are all whole numbers. If you want to use decimals you need to format the cells to do this. HL the cell/area required, in this case J8 :J10, RC, Format, Number, Number, set 1 decimal place, OK. Now change the 8 to 8.1 by clicking on the cell, placing the cursor after the 8 in the fx box and typing “.1”. Change the 4 to 4.1 to give the answer 33.2.

3.4.5 Rounding

Excel rounds all numbers to whatever decimal places you format the cells to. However behind the scenes Excel is calculating to an amazing accuracy. You may sometimes feel Excel is always rounding up, or down, but when you total a number of rounded figures you’ll find it is always 100% accurate. Trust Excel!
3.4.6 Copying formulae

Copying cells has been explained already (2.3.9 Autocopy, 3.2.5 Icons & 3.3.2 Right Click). Formulae are copied in exactly the same way. J10 should have the formula =J8/J9 still there. Copy this across to L10. It will have changed to =L8/L9. When you copy formulae, the formulae change in line with the number of columns or rows copied across. You can also choose to prevent this happening which will be dealt with later. (5.5.3).
4 SECTION 4:  HOW TO SET UP A SIMPLE CASH FLOW FORECAST

4.1 Cash flow forecast headings

4.1.1 Introduction

A simple forecast will be separated into a number of headings. Below are listed the usual ones and you can choose those that apply to your business.

4.1.2 Cash inflow

The main cash inflow is obviously from sales. There are other, minor sources such as bank interest earned, subletting your premises, capital equipment sold off, tax rebates etc. You could question whether these minor inflows should be put under their respective cost or outflow headings, e.g. tax rebates under Tax payable, but as a negative entry. This would be appropriate, particularly if the income only occurs rarely. If it’s regular income it may be best to include it under the cash inflow heading.
4.1.3 Materials outflow
This heading would be needed if the business purchases any raw materials, components or finished goods for either manufacturing, wholesaling or retailing. For a pure service business this heading would probably not be needed.

4.1.4 Direct Labour outflow
This would also be a possible heading, particularly if you operate a factory. So what’s the difference between Direct Labour and the next heading, Admin/Sales Staff. 
For this, it is necessary to explain the difference between direct and indirect costs. Direct costs vary directly with every small change in sales volume. The more you sell the higher these costs will be e.g. raw materials, factory labour etc. Indirect costs e.g. rent, office staff, insurance etc, are the opposite, they don’t automatically vary with sales volume. 
Sure, if you double the sales you might like to have larger premises. But while the wish for more space is associated with the sales increase, rent is not directly related to sales for example you might be able to hang on till your sales treble before renting a larger factory. With direct costs you almost have no choice. The more cars you make, you need exactly 5 more tyres - assuming you’re generous and give a spare, and the more man hours you need to make those cars.
If your business has labour directly related to the volumes you sell then your cash flow forecast will be more informative if you separate the Direct Labour cash outflows from your Admin/Sales Staff outflows, which are not directly related to sales. All the usual on-costs associated with this direct labour such as superannuation, workcover, bonuses, payroll tax (if applicable), redundancy insurance etc should be included here too.

4.1.5 Admin / Sales Staff outflow
Most businesses will have this heading which will include some or maybe even all of your employees, any subcontractors and possibly payments to the proprietors, see (4.1.7). All the usual on-costs for these persons such as superannuation, workcover, bonuses, payroll tax etc would be included here too.
4.1.6 Overheads outflow
Just about every business has overheads cash outflow. Appendix 6 has a list of typical headings which you can select from to suit your business.
4.1.7 Others outflow
Pretty much every business will also have an Others heading because you can’t get away from paying tax! Under this heading would come 


GST


Company tax


Capital expenditure


Proprietor’s drawings. This would be used if the business proprietors are not paying 
themselves a monthly salary but just “help themselves to cash” from time to time.

Proprietor’s loan account. If the proprietors are borrowing from or lending to the business.

Loan repayments to a lending institution, both interest and capital.

4.1.8 Net Cash Flow

The result of the inflows less outflows gives the net cash flow. This is most usefully expressed as the month by month change in the opening and closing bank balance of the business.

These are the headings for a typical Cash Flow forecast. Now you are ready to construct a cash flow template in Excel.

4.2 Setting up the Excel cash flow template
4.2.1 Introduction

Follow and replicate this example in your own Excel screen to practice the techniques just learned. It’s important to stick to the exact same row and column numbers for the headings and sub-headings as described below so the row and column numbers in your template correspond exactly to those you are following in this example. 
For illustration, all the headings discussed in paragraph 4.1 are included in this example plus various sub-headings. You will be able to amend this template to suit your business by changing the category names, the number of categories, deleting some of the headings, inserting or hiding rows. How to do this without messing up the formulae is described in Section 9 which you can refer to once you have completed this exercise.
Save a backup (3.1.2) of your work as you go in case you get into trouble this first time around! Also remember Undo (3.2.7).
4.2.2 Initial set up

Open a new file (3.2.2). I: Save (3.2.4). it to the Excel Practice folder, change the file name at the bottom of the dialogue box to “Cash Flow example”. I:Zoom (3.2.9) set at 75%. Highlight the entire worksheet (2.3.5) RC, Format, Number, Number, zero decimal places. OK.
4.2.3 Setting up headings and entering formulae
Start with a heading, the months and cash inflows:

Click B2, type “Cash Flow Forecast” or any other heading you fancy. Click Away (CA, 2.3.11)
Click C3, type “July”. Autocopy (2.3.9) C3 to N3. Click O3, type “Year”. CA.

Click B4, type “Cash Inflow”, Enter. 
In B5 type “Product 1”, Enter. 
Type Product 2, 3 and 4 into B7, B9 and B11.
(Gaps have been left between products to line up with P & L figures later in these Notes).
Click B12, type “Other, non-product inflow”, Enter. Click B13, type “Total Cash Inflow”. Enter.
Click C13, type formula “=B5+B7+B9+B11+B12”, Enter. Autocopy C10 to N10. CA.
Now set up the Material Purchase outflows:

B14, type “Materials Purchased”, Enter. 
B15, type formula “=B5”, Enter.    B16, type formula “=B7”, Enter. 
B17, type formula “=B9”, Enter.    B18, type formula “=B11”, Enter.

B19, type “Subtotal Materials Purchased”. CA.
C19, click autosum, HL C15:C18, Enter.   Autocopy C19 to N19. CA.
Now set up Direct Labour in a similar way:
B20, type “Direct Labour, Enter.    
B21, type formula “=B15”, Enter.     Autocopy B21 to B24.
B25, type “Subtotal Direct Labour”. CA.
C25, click autosum, HL C21:C24, Enter.    Autocopy C25 to N25. CA.
Now for the Admin/Sales staff:

A blank row will be left in order to line up with the P & L figures later. 

B27, type “Admin/Sales Staff”, Enter.     B28, type “Wages”, Enter.
B29, type “Superannuation”, Enter.         B30, type “workcover”, Enter. 
B31, “Subcontract labour”, Enter.    
B32, “Subtotal Admin/Sales Staff”, CA.
C32, autosum, C28:C31, Enter.    Autocopy C32 to N32. CA.
Overheads are next:

B33, type “Overhead Expenses”, Enter. For now we’ll call them #1, #2, #3 etc. You can change these later to suit your business.
B34, type “Expense #1”, Enter.    Autocopy B34 to B48. 
B49, type “Subtotal Overhead Expenses”, Enter.
C49, autosum, C34:C48, Enter.    Autocopy C49 to N49. CA.
And finally the “other” outflows:
B50, type “Other outflows”, Enter.    B51 type “GST”, Enter.   B 52, type “Company tax”, Enter.
B53, type “Capital expenditure”, Enter.    B54, type “Proprietor’s drawings, Enter. 
B55, type “Repayment of loan capital”, Enter.    B56, type “Repayment of loan interest”, Enter.
B57, type “Subtotal Others”.    C57, autosum, C50:C56, Enter.    Autocopy C57 to N57. CA.
Finish the excercise below to get the result as shown at the right:
B58, type “Total Cash Outflow”, CA.
C58, type formula “= C19+C25+C32+C49+C57”, Enter.

B59, type “Net Cash Flow”, Enter.    C59, “= C13-C58”, Enter. 
HL the 2 cells  C58:C59 and autocopy to column N. CA.
B60, type “Opening Bank Balance”, Enter. 
B61, type “Closing Bank Balance”, Enter.
C60, enter in the 1st July actual bank balance, omitting the cents, Enter. C61, type formula “=C59+C60”, Enter.

D60, type formula “=C61”, Enter.    D61, type formula “=D59+D60, Enter. HL the 2 cells  D60:D61, and autocopy to N60:61.
Complete the year column starting with O5. Make this equal autosum C5:N5, Enter. 
Autocopy O5 to O59.     ConHL O6, O8, O10, O14, O20, O26, O27, O33 & O50, Delete.
There’s no point in autosumming further than row 59 because summing bank balances is meaningless.
4.2.4 Formatting
Now for the fun bit; tidying up the formatting and making it readable. Never underestimate the value of good formatting to make it easy to read a spreadsheet. Formatting is best left to the end because as you autocopy formulae you will also copy the formats and you’ll spend ages tidying this up as you go.
4.2.5 Text
Make B2 font size 14 (3.2.10) and Bold (3.2.11). Date it, e.g. in N2 do RC, Format, (Number), Date, select a format from the menu e.g. “14 – Mar - 01”, OK, then type in today’s date in N2 as e.g. 27/11/08, Enter, and it will adopt the format you selected.

It’s easier to read if you indent the subtotalled items, make Total rows bold font and centre the figures, see at right:

HL column B, I:Increase Indent (3.2.13), one click. CA.

ConHL B5:B12, B15:B18, B21:B24, B28:B31, B34:B48, B51:B56, I:Increase Indent, click twice, CA.
ConHL rows 3, 13, 19, 25, 32, 49, 57, 58, 59, 60 & 61,

 I:Bold, I:Font Size,12, CA.

HL column C to O, I:Align Centre (3.2.12),CA.

4.2.6 Adjust column widths.

HL Column A, RC, Column width, set at 1, Enter.

Place the cursor at the right hand edge of the column B grey heading and the cursor will change to a 2 way arrow. Double click and the column will adjust to suit the longest text as illustrated above.
HL Column C through to O, RC, Column width, 13, Enter. 
4.2.7 Adjust row heights

All have default 12.75. If you increase the font size the row height adjusts automatically. 

It’s easier to follow the start of a new figure sequence if you make the initial row taller. Do this by

ConHL rows 2, 3, 4, 14, 20, 26, 27, 33, 50, 58, 59, 60 & 61, RC Row Height, type 22, Enter.

4.2.8 Borders (3.2.14)
HL B2:O61. RC, Format, Border, select the medium solid line which is third up on the right, click the Preset “Outline” which will apply it to all 4 edges, OK
ConHL B3:O3, B13:O13, B58:O61 (4 rows) leave go of the left mouse and control key, RC, Format, Borders, medium solid line, apply to top, middle (i.e. between the words “text”) and bottom horizontal borders, OK. Don’t worry about the blurred lines, they indicate a combination of different formats, you can apply over the blurred lines. If you accidentally click on a border in the wrong place in the dialogue box, click it again and it will be deleted.
ConHL B19:O19, B25:O25, B32:O32, B49:O49, RC, Format, Borders, fine solid line which is at the bottom on the left, apply it to top & bottom, OK. CA.
HL B57:O57 RC, Format, Borders, fine solid line at the top, OK. CA.
HL C3:N61, RC, Format, Borders, medium solid vertical line, left and right, fine solid vertical line,  middle, OK. CA
4.2.9 Colours (3.2.15)
If you’d like negative numbers to appear without the minus sign but in red, HL entire spreadsheet, RC, Format, Number, Number, zero decimal places, select the second option which is red, OK. You’ll now need to reformat the date cell, N2, see 4.2.5 above.
If you’d like to highlight key rows in colour e.g. the 2 result rows, HL B60:O61, I:Fill Colour, click the black downward arrow, choose a colour, maybe pale grey. CA.

It can help to colour the cells where you enter in figures, those not coloured mainly contain formulae. If so, ConHL the following rows between columns C and N, 5, 7, 9, 11, 12, 15-18, 21-24, 28-31, 34-48 and 50-56, I:Fill Colour, pale yellow (3.2.15)
4.2.10 Freeze Panes (3.1.3)
HL C4, M:Window, Freeze Panes.

4.2.11 Save your masterpiece!

I:Save (3.2.4) and M:File, Save As (3.1.2), save it to the Excel Practice folder, rename it as “Cash Flow example backup”, Save. Note the file on the screen is now the most recently saved, i.e. backup. Close this by clicking the lower of the two Xs at the screen top right. 
4.2.12 Printing the template (see paragraph 5.7)
If you want to print the template re-open the “Cash Flow example” file by double clicking on it.

I:Print Preview, Set Up, Page, set up as Landscape & Fit to one page, 1 wide x 1 tall. OK. Print, OK.
4.3 Entering data into the template
4.3.1 Introduction

Enter all the figures for both income and outflows including GST where it is applicable. This applies to most of the Sales, Materials, and Overheads items. GST doesn’t apply to Direct Labour or Admin/Sales Staff except possibly subcontractors nor does it apply to on-costs except for workcover. None of the subheadings under Others include GST except the GST line itself and capital expenditure.
For businesses with an annual turnover in excess of $1-2 million it may be quicker to work your forecast in $’000, i.e. a figure of $265,150 would be entered as 265, not 265,000, nor 265.15. If you adopt this rounding you must be consistent and do this with every figure entered. The rule is to round down to 265 if the figure is below 265,500 and round up to 266 if it’s equal to or over 265,500. 
You may worry you’re losing a little accuracy but the reality is you’re highly unlikely to be able to forecast better than to the nearest $’000. You will save a lot of time unnecessarily agonising over a few hundred dollars and also by reducing the time entering data and checking it adds up.
It is important that you keep extensive notes of the assumptions, sources of information and calculations you use to estimate the figures you enter into the cash flow template because there will come a time when you will need to recall how and why you arrived at these figures. This could be when comparing Actuals with forecast and you want to understand why you forecast as you did or simply for when you the next forecast and you want to remember how you arrived at this one.

4.3.2 Cash inflow
These are probably the most important figures to get right because they will have the greatest effect on the overall cash flow forecast so a few comments will be made. Trading Terms set out how a business is prepared to deal with its customers, in particular when payment is expected from these debtors. 
If you issue to a customer an invoice anytime during April on standard 30 day trading terms, normal business practice would be that you’d receive payment around early to middle of the month, two months later, say 5th – 20th June. It matters little whether your invoice was dated 3rd, 13th, or 23rd April you tend to get paid between the 5th to the 20th, 2 months later.
On the other hand if your terms are COD you would want to collect payment on or before you deliver the goods or services. Some businesses invoice 7 or 14 days payment. In practice there will usually be a delay beyond these terms before you receive payment depending on your vigilance chasing it up.
The best thing you can do to improve cash flow is to collect payments due to you from your debtors on time. The best way to do this is to regularly chase up payment by phoning your customers on the earliest due date and ask for payment. Otherwise it will be left up to the customer who will naturally delay payment as long as possible to improve their own cash flow.

The template shows four different products. If you don’t have four, just leave some rows blank. Another way of using these four sub-headings would be to split your estimates according to payment terms. You may have some customers on COD and others on 30 days so you might prefer to re-name two of the product headings to be COD and 30 days, leaving the other two sub-headings blank
Estimate for each month and enter what your cash inflow from sales is likely to be. It may help to estimate what you expect to invoice out each month then enter that amount in the month(s) when you expect to receive payment for it. Estimating is not an exact science and can be difficult, particularly for a new business. Some suggestions on how to estimate are given in Appendix 8.
A cash flow forecast may be for the usual, 12 month July – June period as shown in the template or for a different period. The first one or two months’ cash inflow may come from sales from the month or two before the start of the forecast period. Similarly, the sales invoices you raise in the last couple of
months may not produce a cash inflow until beyond the forecast period. Remember it’s the cash inflow you are entering into the template, not the invoiced sales.
4.3.3 Cash outflows, introduction

Enter all cash outflows as positive figures because even though these are outflows it is much simpler than having minus signs everywhere. When you get to row 59, the Net Cash Flow is formula’d as inflow minus all the outflows, so in the end the outflows do get treated as negatives.

4.3.4 Materials Purchased outflow

If your business buys in materials or finished goods to make what you sell, enter here the estimate of what cash you will pay out to your creditors for the materials purchased. As with sales, probably there will be a delay between receiving the goods and having to pay for them. Remember you may have to buy larger quantities than you need because of either minimum purchase requirements or the need to hold stocks because of the lead time for replenishment. Adopt a cautious approach, entering cash outflow a little earlier rather than a little later than you anticipate. Don’t assume you can hang out payment to your supplier or they may not deal with you in the future. 
If you’ve split the cash inflow into four products it is desirable to split the purchases between the four products too. This gives you a better understanding of the business. Sometimes this is difficult because some materials are shared between products in which case maybe those purchases can be apportioned between the different products. Otherwise just enter Materials Purchased outflow on one row.
4.3.5 Direct Labour outflow
If you have Direct Labour (4.1.4) it is also desirable to break this down between each of the 4 products. Sometimes this is easy to do because separate employees work on different products, If not, you may have to apportion your labour on an estimated basis or as a percentage of sales or use timesheets. Otherwise just enter Direct labour outflow on one row.

Some people argue that direct labour does not vary with sales but that it is a fixed cost because regardless of the hours of labour theoretically needed to produce the goods you still have to pay the employees their weekly wages and on-costs. Both points of view are true to an extent. Ideally your business should be adjusting the labour employed to produce the goods it needs and no more.

 Even in a small business there are a number of things that can be done to work towards this objective such as hiring part time, casual or labour hire staff to cope with peaks, asking staff to take holidays when labour requirements are low, standing staff down if there’s no work to do, using staff on alternative tasks such as R & M, maintaining production ahead of sales to build up stock levels which can help avoid costly overtime at a later peak. In completing the cash flow forecast you need to view your direct labour from both angles and forecast this as you believe it will occur.

Whichever way you estimate your labour, ensure you capture all the on-costs. To illustrate this point consider a typical factory employee’s weekly costs. They could be as much as :

Wages 38 hours @ $20/hour



$760


Overtime -1 ½ times, 5 hours @ $30/hour

$150


Overtime - double time, 2 hours @ $40/hour

$80


Productivity bonus (average/week)


$100


Union fees, redundancy insurance etc

$50


Subtotal gross pay




$1140

Superannuation @ 9% of total gross pay

$103

Subtotal





$1243


Workcover @ 2% of gross pay + super

$28


Subtotal





$1271


Payroll tax, if applicable, say @ average 3%

$44  (PTX = 5% on payroll over $1/2m)

Subtotal 





$1315


Total for 52 weeks




$67,600


For this you get productivity of


52 weeks


Less annual leave  




(4) weeks


Public holidays




(2) weeks


Less sick leave




(1) week


Total






45 weeks


Weekly productive cost = $67,600 / 45 = 

$1502 per week worked!
4.3.6 Admin/Sales Staff outflow

Exactly the same principles apply to this as to Direct Labour except overtime may not be relevant. Some staff may also be subcontracted like a bookkeeper in which case the hourly rate they charge you will probably include most of their on-costs. Include proprietor’s salaries here, too, if they are paid regularly like staff. 

4.3.7 Overhead Expenses outflow

This is one of the simpler headings. You estimate when you will have to pay your bills to your creditors. Some may be every month, like rent, some once a year like your car insurance. You should make a provision for a few bad debts but there is no need to enter anything for Depreciation. The biggest risk is that you overlook some costs. Check last years actual invoices or cash book entries and use the checklist in Appendix 6.
4.3.8 Others, GST

Your cash flow figures so far have included GST where applicable. You’ve collected GST on your sales and paid it out on purchases. Each quarter you repay to the Government the GST you’ve collected less the GST you’ve paid. This occurs in July, October, February and April. Without going into a lot of complex maths the GST payable each quarter can be forecast for a business that trades solely on COD using the formula below, October is an example:
October GST payable = 1/11 x July to Sept cash inflow, excluding interest earned



      less1/11 July to Sept cash outflows for Materials + Overheads + Capital expenditure
If your business operates on 30 day terms it would be more accurate to use the periods Aug to Oct or even Sept to Nov in place of July to Sept. This is because the GST system is based on when you issued the invoice, not when you received the cash. A July invoice may only reflect as a cash inflow in August or September.
4.3.9 Others, Company tax

Ask your accountant for help on this one. Normally you will pay tax quarterly with the BAS based on one quarter of what last year’s tax was. If you expect a rebate, enter it here as a negative figure.

4.3.10 Others, Capital expenditure outflow

If you buy an asset over $1,000 that will last a while it is likely to be a capital expenditure. In a simple cash flow forecast just enter here the value of the purchase in the month you expect to pay for it and let your accountant work out depreciation at the end of the year.
4.3.11 Others, Proprietor’s drawings

If you pay yourself by taking money out of the business from time to time, not as a regular salary, you’ll need to include those drawings as a cash outflow here.

4.3.12 Others, Loans

The business may be financed by loans, either from the proprietors or from third party lending institutions. Enter the cash outflows here. It may be helpful to separate the loan outflow into payment of interest and repayments of capital as shown on the template. If the business is making loans to the proprietors or anyone else, these should also be entered here, but as a negative if it’s a cash inflow.
4.3.13 Result

Once you’ve entered all the figures, spend a little time manually checking that the subtotals and formulae look right. It’s all too easy to get a minus or plus the wrong way round or to omit autosumming a row. Excel is only as good as your inputs.

Row 59 will give you the net cash inflow or outflow for any single month. Row 61 will show your forecast closing bank balance at the end of each month.

5 SECTION 5:  MORE EASY AND USEFUL EXCEL TECHNIQUES

5.1 Multiple worksheets

5.1.1 Managing multiple worksheets

At the bottom of the screen, below the matrix, are tabs saying Sheet 1, Sheet 2 and Sheet 3. Each of these starts as a separate, blank worksheet, think of these as different sheets of paper. It is very easy to link data from one worksheet to another. For example Sheet 1 might detail sales estimates, Sheet 2 cost estimates and Sheet 3 might link these to give cash flow. The collection of all these worksheets is properly called a workbook.
RC on the Sheet 1 tab. The three important menu items here are Rename, Delete and Colour. It’s quicker to rename by just double clicking on the tab and overwriting the new name. Clicking Delete does just that, the worksheet is deleted after you say OK to a warning box. Take care before you delete a worksheet as there is no retrieving it. Be sure there are no cells linked from this sheet to the other worksheets before you delete it – use formula auditing to check (5.2.5). You can colour the tab too.
To insert a new worksheet or tab go to M:Insert, Worksheet. This will provide a new Sheet # 4, usually in the wrong place! You can now click on and drag this tab to where you want it to be in the sequence of tabs. Little arrows above show where it will end up when you release the click.
To increase the width given to all of the tabs at the expense of the width given to the scroll bar, place the cursor on the small vertical notch between the tabs and the scroll bar and it should turn into a two headed arrow. Move this left or right to suit.

5.1.2 Formulae linking worksheets
This is done in exactly the same way as you enter formulae on a single worksheet.

Try this: In Sheet 1, B2 type 4. In Sheet 2, B2 type 3. In Sheet 3, B2 type “=”. Click the Sheet 1 
tab, click B2. Type multiply, “*” (which you can see being entered in the fx box), click the Sheet 2 tab, click B2, Enter, which will return you to Sheet 3. If you now click on cell B2 the formula in the fx box should read “=Sheet1!B2*Sheet2!B2” and the result should be 12. Basically, whatever you can do within a worksheet you can do between worksheets.
Note the exclamation mark that Excel puts in after the Sheet numbers. Keep these entries until the next exercise.
5.2 More menu items


5.2.1 M:Edit, Paste Special

Normally when you copy and paste, you copy all the properties of the first cell to the new cell. These include the contents, any formula, the formatting and any comments (5.4.3). Sometimes you don’t want to copy all these properties but only one, e.g. the formula but not the formatting. Paste Special allows you to select only one or some of the properties to copy. The most used are the 4 at top left of the dialogue box shown at the right, Formulas, Values, Formats and Comments. Values copies exactly what appears in the cell regardless of what formula it might have been derived from. The others are self explanatory. Paste Special can also be accessed using RC.
Try this: In Sheet 3 type the formula “=B2”. Colour C3 yellow (2.2.2). Click on C3 and I:Copy. Click on E3 then M:Edit, Paste Special, Formulas, OK. This will have copied the formula from C3 to E3 into E3 but not the yellow formatting.
5.2.2 M:Edit, Clear

“Clear” has a side menu indicated by the black arrow right. “Clear All” is useful to quickly get rid of all text, formulae, formatting, comments etc or, in the secondary menu below this, you can choose specific items to clear. Now clear the screen of the above exercises using the various Clear options.
5.2.3 M:Edit, Find and Replace

“Find” enables you to locate all the cells in the worksheet that contain any sequence of numbers or letters you specify. For example if you wanted to find “mem”, then any cell that had those 3 letters would be found for you. One cell might have the word “memory” and another the word “remember’, both would be found for you. You can “Find Next” which finds the target cells one at a time each time you click. Or you can “Find All” which lists all the locations of your target sequence. It is useful in finding where a particular cell occurs in formulae elsewhere in the spreadsheet. If you typed in “B2” it would find all the cells containing the sequence B2 in their text or formulae. If you highlight an area of cells and use “Find” it will search in that area only.
“Replace” works in a similar way. If you wanted to change the word “program” to “programs” throughout a spreadsheet “Replace” would do it for you. Take care with “Replace All” as it is all too easy to replace something you didn’t intend to.
Had you just chosen to replace “m” with “ms” in the “program” example and used Replace All you would also have replaced any formula containing “m” or “M” with “MS”. It’s best to highlight a specific area., be specific e.g. Replace “Program” with “Programmes” then do Replace All so you limit the replace action to only those cells highlighted. Alternatively use just Replace and step through the replacements cell by cell. If you click on “Options” you can refine what and how you replace, e.g.  by sheet, or entire workbook, by column or row by matching upper or lower case etc.
5.2.4 M:Tools, Options

This has hundreds of settings and generally the defaults are best. A few useful ones are :

Save – allows you to set the Save - Autorecover interval (3.2.4) and where it is saved to.

Error checking – checks for common errors in formulae. Not foolproof but useful. The 
trouble is it can result in a green triangle appearing in the top right corner of many cells. The 
option is to turn off the tick in “Settings, Enable background error checking” when it’s not 
wanted and if you want, to turn it back on before concluding a spreadsheet.

Spelling –you can set the default spell check to Australian English, not American English.

5.2.5 Formula auditing
Go to M:View, Toolbars and tick “Formula auditing”. This will provide a small toolbar so you can trace the formula links between cells. Before moving, changing or deleting a cell you can check which other cells will be affected by that change. Click on a cell, click the middle icon (hover = “Trace Dependants”) and blue arrows will point to every cell that depends on the cell you clicked. You can continue clicking the new cells to follow the trace. The left hand icon (hover = “Trace Precedents) will show you all the cells that contribute into the formula in the cell you clicked. The right icon removes all these arrows.
5.3 More Icons

5.3.1 I:Print and I:Print Preview    See (5.7).
5.3.2 I:Merge and Centre

HL a number of adjacent cells, click “Merge” and the individual cells will merge into one large cell. Some data maybe lost in doing this and Excel warns you of this. In complex, multiple cell merges it is better to use the alternative RC, Format, Alignment, Merge, OK command. (5.4.4)
5.3.3 I:Currency,  I:Percent,  I:Comma Style,  I:Increase Decimal and I:Decrease Decimal
It’s less confusing to use RC to achieve these.
5.4 More Right Click tricks

5.4.1 Paste Special     See (5.2.1)
5.4.2 Insert and Delete

Insert enables you to HL a cell/area, an entire row or column and insert a new, similar sized cell/area, row or column. Doing this won’t upset any formulae as they automatically adjust to suit. To insert an entire new row or column, click on the row number or column letter, RC, Insert. You’ll notice the inserted cells are put in above the row you clicked or to the left of the column you clicked. To insert more than one row, click on the row below where you want to insert, then drag the cursor down over however many rows you want to insert. For columns, drag to the right however many columns you want to insert, then RC, Insert. For inserting individual cells or areas of cells, HL the cell/area, RC, Insert and then you are offered a choice, see at right, as to how you want the newly inserted area to affect the existing, adjacent area e.g. shift existing cells right or down to make way for the inserted cell. 

Try this: HL column F and colour it green (3.2.15). HL column G, RC, Insert. A new column will have been inserted and it carries with it the formatting of the column to the left of where you clicked, in this example the green formatting of column F. Now click on column H and drag over columns I and J, RC, Insert. This inserts 3 new columns because you highlighted 3 columns to start with. Delete works the same way but if you delete a cell which is part of a formula in a cell elsewhere in the spreadsheet or workbook it will corrupt that formula which will then say #REF! (5.5.5) because it has just lost one of the original constituents of its formula. Also, remember the limitation of Autosum after insertion (3.2.8)
5.4.3 Insert comment
Click on a single cell, RC, Insert Comment. A yellow box appears in which you can write notes or comments. Size the box to suit by clicking on one of the small circles and dragging it. Relocate the box by clicking in its border and moving it. A red flag appears in the cell to indicate it contains a comment. If you RC on a cell with a comment you have the option to edit, delete and show/hide the comment i.e. make it permanently visible or only visible if you hover the cursor over it. When you are editing the copy take care to place the cursor where you want to start editing as it automatically gets put at the end of the copy.
5.4.4 Format, Alignment

Choose where within the cell(s) you want the text or numbers to be aligned, horizontally, vertically, indented or orientated at angles. If you choose “Wrap text” the cell will increase in size to accommodate all the text. “Shrink to fit” reduces the text to fit and is usually therefore illegible! If you HL a few adjacent cells, you can merge them into one. Merge and wrap are often used together to accommodate lengthy text.
5.4.5 Format, Font

It is usually quicker to use the icons (3.2.9, 10 & 11).
5.4.6 Format, Patterns

To fill a cell with colour it’s quicker to use the Fill Colour icon. (3.2.15). Here, though, you can also get hatched or dotted patterns. Select the pattern from the menu; then select a colour if wanted, OK.
5.4.7 Format, Protection

This allows you to protect a cell/area so the contents, formulae, formatting, comments etc are frozen and cannot be changed by anyone else until the cell/area is unprotected. There is a 2 step process to protection. By default all cells start off locked. The first step is to unlock the cells you don’t want to protect. You can unlock cells by highlighting them then Format, Protection, click off the locked tick, OK. It may be quicker to do this the other way around i.e. HL the entire screen and unlock all cells than HL and lock only those you want.
The second step is to implement protecting the worksheet which is M:Tools, Protection, Protect, Password, Select what to allow, Reconfirm password, OK. There are options to select what you will allow readers to be able to do. Default is a tick in only the first 2 boxes which allows the reader to move around the spreadsheet but not to change anything. A password is not mandatory and you can skip that box if you want by just clicking the OK. The locked cells are now protected but the unlocked ones are not. To unprotect is the reverse process, M:Tools, Protection, Unprotect, OK.
Additionally you can “Hide” the formulae in cells so the formulae themselves are not visible, only the result. To do this tick the “Hidden” box followed by M:Tools, Protection, Protect, OK. You can hide formulae or protect cells independent of one another or do both.
5.4.8 Hide and Unhide

This is a useful trick and nothing to do with the hiding of formulae above. Click on column F and colour it (3.2.15) so you can see it get hidden! Click on the column again, RC, Hide and the column is hidden between columns E and G. To unhide, click on column E and drag over to column G, RC, Unhide. Alternatively place the cursor at the junction between E and G until it changes to 2 parallel lines (not one thick line) with 2 arrows and click and drag the cursor right and this will slowly reveal column F. You can hide separate columns or rows by using ConHL. Hide is useful to contain notes etc or to make a worksheet less complicated by hiding unimportant areas or to limit what you print.
5.5 More formulae
5.5.1 Entering literally 
Occasionally you may want to type into a cell text that Excel is unhappy with. For example type in the mobile number 0412 578 569 and Excel will show this as 412 578 569 because normally a number doesn’t start with a zero. Sometimes if you enter “2008/09” Excel takes it upon itself to divide 2008 by 9 even though you haven’t typed in an equals sign first. There are times when you want to use the equals sign as part of text e.g. “= estimate only”. Excel will reject this (#NAME?) seeing it as an unrecognisable formula. In all such cases if you start by typing an apostrophe (above the ? key and to the left of the Enter key) Excel will then accept whatever you type in literally, as it was typed, and the apostrophe is hidden.
5.5.2 Percentages
Percentages puzzle a lot of people! 10% and 50% are now colloquial. 10% is simply 10/100, the word percent meaning per one hundred. 10/100 = 1/10 which everyone knows is 10%. Thank you GST and tipping! 
50% is 50/100 = ½, which again is common knowledge. 75% = 75/100 = ¾. 200% = 200/100 = 2 times or double. Percentages can also be written as decimals so 10% = 0.1, 50% = 0.5, 75% = 0.75, 200% = 2, 12% = 0.12 etc. 
If you enter 2 into a cell formatted as a number and then change the formatting to % the cell will change to 200%. If this happens, after you’ve reformatted the cell to %, just re-type in 2.
Let’s say you want to find what percentage 3 is of 7. In D10 type 3. In D11 type 7. Format D12 as a percentage cell to 2 decimal places (3.3.8).    In D12 type “=D10/D11”, Enter. The answer should be 42.86%. If you hadn’t formatted the cell as a percentage but left it as a number to 2 decimal places the answer would have been 0.43, or 0.4286 if you’d nominated 4 decimal places.
5.5.3 Constant multiplication or division

This is a really valuable point. 
Try this: Format D2 as % with zero decimal places and type in 10.
Type any 6 numbers in F4:F9. G4 type formula”=D2*F4”. Autocopy G4 to G9.

Click on G5 and it will say = D3*F5

Click on G6 and it will say = D4*F6

Click on G7 and it will say = D5*F7, each cell down adding one row digit to the cell above it.

Let’s assume you really intended that each of the F4:F9 were to be multiplied by the 10% i.e. you didn’t want the D2 to change to D3, D4 etc but to remain as D2. You can freeze the 2 of D2 by putting a dollar sign in front of the 2 e.g. D$2. Do this in G4 and repeat the example to see how it works.

If you are copying formulae across the screen and want the column letter D to remain constant in all the formulae, as opposed to the row number as above, you would write $D2 and the D wouldn’t change to E, F etc as you copied across the page. If you want to copy D2 somewhere else in the spreadsheet and didn’t want either the D or the 2 to change the formula would be written using $D$2.
5.5.4 Brackets

Just as in the maths at school, formulae sometimes need brackets to make them work as you intend.

The formula “=D4+D5/D6” means D4,   plus D5-divided-by-D6. It’s not (D4 + D5), all divided by D6 which would be written (D4+D5)/D6.

The formula “ =D4/D5*D6” means D4-divided-by-D5, all times D6. It’s not D4 divided by (D5-times-D6) which would be written D4/(D5*D6).
5.5.5 Error results   


Excel gives six error results when something has gone astray :
#DIV/0!
The formula is dividing a number by zero which is meaningless.

#VALUE!
Excel cannot calculate a value probably because the formula hasn’t been 



written properly or formats are muddled e.g. multiplying by a date!

#REF!

One of the cells referred to in a formula is invalid, maybe because it has been 


moved or lost. 
When a cell becomes a #REF! it will infect every other cell that is 


derived from that original cell. The formula in the fx box may indicate the problem. 

If not, it’s likely that an error in a cell elsewhere, which will also say #REF!, 


will have infected the cell. You have to work back up the chain of formulae and if 

you repair the original cell that will repair all the derivative cells.
#NAME?
The formula contains a text, number or word that Excel doesn’t recognise.

######
The column isn’t wide enough to accommodate the number or it’s a negative date.

Circular
Occasionally all hell breaks loose when you enter a formula and something terrible 

called a Circular Formula warning pops up. If you click OK there is quite a helpful 

explanation of 
the problem which is usually a simple error. Basically, Excel cannot 

work out an answer because the result cell is also caught up in the formula. Bit like a 

dog chasing its tail.
5.5.6 The result cell obliterates nearby cells you want to use in the formula WHY??
5.6 Setting up a filing system
5.6.1 Heirarchy
Excel is part of Microsoft Office “My Documents” and your Excel files will end up wherever you nominate in your My Documents filing hierarchy along with Word and other files. If you haven’t set up a good hierarchy it’s probably worth doing so. If you have too many levels of hierarchy, it becomes laborious to retrieve a file, but if you have too few you can end up with so many files in one folder it’s difficult to find what you want. 5 to15 folders per level is a good balance. 
An example of someone’s  main index or first level of hierarchy might look like this. It will obviously depend on their lifestyle, interests, job and family. In alphabetical order :

Accounts and tax


Holidays




Business 



Investments

Family 



Leisure


General



Partner’s files




Beneath these will usually be a second hierarchy of sub-folders, e.g. within Business could be

Business
Budgets and forecasts




Business plans




Contracts




Customers




Procedures & systems




Staff 




Suppliers




Wages
Beneath this could be a further level of sub-folders such as one for each customer. In this third level you would keep the individual Word, Excel and other files.
5.6.2 Moving up and down the hierarchy

You are probably familiar with how to do this because it’s the same for Excel as for Word. To move up the filing hierarchy click in the dialogue box on the green left arrow icon (hover = “Back”) or on the icon of a yellow file with the upwards pointing green arrow (hover = “Up one level”).

To move down the hierarchy double click on the relevant folder.
5.6.3 Creating the folders
It’s best to start from the desktop so exit out of all files and programs. Double click (DC) on “My Computer” and, if not done automatically, minimise it to half screen size by clicking on the middle “2 squares” icon at the top right of the screen in the blue title band . 
Depending on your set-up then DC on “Local Disc (C:)”, “Documents and Settings”, “My Documents”, “My Data” until you finally get to the first level of your existing filing hierarchy.
To set up a new folder in the this first level of hierarchy, click on M:File, New, Folder and overwrite it with a new name. Do this for however many folders are needed. Then pick the first of these main folders by double clicking on it and repeat the same procedure building up as many sub-folders as are needed. Repeat the process till the system’s architecture is completed.
Note 1. When you first file a new workbook it gets put in the folder you choose but at the end of the alphabetical list of files. Only after you have closed the filing dialogue box and reopened it does it appear in its appropriate alphabetical place. If you think you’ve lost the file it’s probably sitting at the end of that folder’s files.
Note 2. If you opened My Documents through Excel it will only show you the Excel files in any folder. It’s the same if you open in Word, you only get to see the Word files. At the bottom of the filing dialogue box is a box called “Files of type”. Select from the drop down box “All Files” to see Word, Excel and any others.
5.6.4 Relocating existing files into new places

Having created or updated the filing hierarchy you may now need to relocate some of your existing folders or files into new places. It’s best to start from the desktop so exit out of all files and programs. Double click (DC) on “My Computer” and, if not done automatically, minimise it to half screen size by clicking on the middle “2 squares” icon at the top right of the screen in the blue band . 

Depending on your set-up then DC on “Local Disc (C:)”, “Documents and Settings”, “My Documents”, “My Data” until you finally get to the first level of your existing filing hierarchy..

If you want to move the entire contents of one of your existing folders in this dialogue box into one of the new folders in this same dialogue box simply click on the existing folder, drag it over the top of the new folder and release the left mouse key and the old folder will drop into the new folder. Check this has worked by DC on the new folder.
If you want to move an existing folder or file to a new location at a different level of hierarchy from the existing folder or file proceed as follows. Click on the folder and drag it out of the filing dialogue box and just drop it anywhere on the desktop background. You can now move up or down the filing hierarchy (5.6.2) to where you want to relocate this original folder. Then click on the folder that’s sitting on the desktop and drag and drop it back inside the filing box. You can either drop it on top of another folder in which case it will end up inside that folder or you can drop it anywhere else in the dialogue box in which case it will end up as a stand alone folder. The same can be done with individual files as described above for folders.
5.7 Printing

5.7.1 Setting the area to print
Each Sheet or tab is set up and printed separately. If you want to print only part of the sheet’s typed area then first set the area you want to print by highlighting the area, M: File, Print Area, Set Print Area and then continue to print as below. Remember to clear this area afterwards if appropriate, HL, M: File, Print Area, Clear Print Area.

5.7.2 Setting up the printed page

Click I:Print Preview, Setup which brings up a Page Setup sub-menu. Choose Orientation as Portrait or Landscape. Choose the Scaling, usually it would be “Fit to”, then decide how many pages tall and wide. Click on the “Margins” tab and set the peripheral margins. If you are generally happy with the defaults you can skip amending this tab or you may prefer to reduce these to nothing so your printing occupies the maximum area of the paper. If you want a header or footer (page numbers and document identification notes separate from the printed area) click on the “Header/Footer” tab, click the drop down menu to select the style, enter the words, OK, Close. If you want to print the gridlines, or in black and white, or in draft quality click the Sheet tab, make your selection, OK.
5.7.3 Page Break Preview

If you have nominated to print on more than one page click the tab “Page Break Preview” to check where the breaks fall. Amend these by clicking on and moving the blue lines to suit. Click I:Save. Click I:Print Preview, click tab “Normal View”, then print as below.
5.7.4 Print

Click I:Print Preview, Print, check the “Printer”, “Print Range” and “Print What” defaults are correct, enter the number of copies to be printed. Click OK on the bottom of the print menu. If you want to print quickly, or only in black and white, before clicking OK on the print menu click “Properties”. On the “Setup” or “Printing Shortcuts” tab click “EconoFast” and on the “Colour” tab click “Print in Grayscale”, click OK, then click OK on the print menu.
6 SECTION 6:  PROFIT & LOSS AND YOUR BUSINESS
6.1 What’s the difference between a P & L Budget and a cash flow forecast?
Not a lot in terms of the layout but, despite it being true that cash flow is critical to a business, a P & L Budget is a more timely, more accurate and therefore better way to control your business on a monthly basis. The timing of cash flow can easily be out of the hands of a small business. Often it’s the customers who decide when they are going to pay you and the suppliers who dictate when they require payment. This lack of control is one of the main disadvantages of relying solely on a simple cash flow forecast and is the main reason why doing a proper P & L Budget, and deriving cash flow from this, gives you better control of your business.

Profit and Loss, sometimes known as Accruals accounting, focuses on the more predictable timing of when a business makes a transaction not when the cash flows in or out. For example Hale & Hearty Canned Foods Pty Ltd despatches a truckload of baked beans to Coles on 13th April. HCCF has transacted the sale on that day and their invoice will be dated that day too. Coles might not pay HCCF till mid June but that is not relevant in a P & L statement, it’s the day HCCF makes its sales transaction that counts.

Similarly an I.T. consultant might visit a client and finish upgrading their software on the 13th April and then issue an invoice dated 13th April for the work done up to or on that day.

It’s the same when HCCF receives invoices from its suppliers. On the 13th April it might receive an invoice from the council for quarterly rates and also get a delivery of labels for the baked bean tins. The 13th April is the transaction date regardless that the council don’t expect to receive payment till May and the label supplier till June.

There are many important reasons for concentrating on the profit & loss picture

· P & L is real time and as such is the earliest indicator of performance. Cash flow involves delays due to debtors and creditors and may easily lag the P & L by two months.

· The transaction dates are clearly defined by the date on the invoice or delivery docket and these dates are controlled by your business not other peoples’.

· P & L excludes variables beyond the direct control of the business such as when a customer finally decides to pay his bills - not that this is unimportant but see the next point.

· P & L provides the basis by which a business can keep track of their debtors, i.e. who owes them money, and their creditors, i.e. who the business owes money to.

· P & L forces a business to look at, and therefore manage, its details.

· P & L excludes GST from the figures. This is good because GST is not a core part of your business. Your business just happens to be a collector of GST taxes for the Government.

6.2 Why do I need a P & L Budget?
6.2.1 Think big

If you are thinking P & L is beginning to sound like hard work and do I really need this, ask yourself, why does the Australian Government have a Budget? If it didn’t, the Departments wouldn’t have targets to achieve or spending limits to keep within. Why does BHP have a Budget? Funny, same reason, its Divisions need sales targets and expenditure limits in order to achieve the Company’s goals. So why are you exempt? It doesn’t matter that at present you don’t have any Divisions or that maybe you are the only employee, you still need clear goals in terms of sales targets and expenditure limits so one day, maybe your business WILL have grown and have staff working in different cost centres or Divisions. You can do this far more effectively with a P & L Budget than with a cash flow forecast.
A Budget has two main purposes. Firstly it is a means by which you FORECAST where you want your business to go. Secondly it enables you to CONTROL your business so it keeps going in the direction you want it to. A Budget is so important it actually has a capital B.

6.2.2 A Budget is your FORECAST

It’s an old saying but it’s also a true saying, “If you fail to plan you are planning to fail”.  So if you want your business to grow and be successful you must have some form of Business Plan. And it needs to be written. Don’t kid yourself that your plan is “clear in my mind”.  If it’s not written it’s not a Business Plan. Writing it makes you think harder about it. When the words stare back at you, they challenge you to get it right. A written plan forces you to think clearly, to set quantified goals and develop an action plan to get there. A good plan may only be 2 or 3 pages long but it will be clear and analytical rather than a wish list. It will say what unique benefits you will be offering to your customers, who your customers will be, what is the competition and why is your offer more attractive. It will have clear objectives, targets expressed in numbers and a timescale for the action plan. All this you have probably heard before.
A Budget is simply your Business Plan expressed in dollars. It is a forecast of what your dollar sales will be according to your Business Plan. And a forecast of your dollar costs as well. And also a forecast of your dollar cash flow. A Business Plan without a Budget is only half complete. 

Your fragile business, on which your future wealth and happiness quite likely depends and also in which you will work very long and hard hours, deserves the best Budget you can give it. And it will repay your effort many times over.

6.2.3 A Budget enables you to CONTROL your business

Can you imagine a Qantas flight taking off and not being sure where it is going to land. A flight plan is developed to determine the route the plane will take, speed and fuel consumption are estimated, prevailing winds forecast. Once on their way the pilot will be monitoring its flight plan to see it’s on track, constantly adjusting the direction and speed to cope with the changing environment, such as weather conditions. This ensures the aircraft is guaranteed to reach its destination. Your Budget is like a flight plan and the constant adjustments are what you will need to do to keep your business on track, be in control and end up where you want. 

A Budget which is broken down into monthly phasings will enable you to check and control the progress of your business against that Budget every month. So if you are getting blown off course you can make the necessary corrections to ensure you end up where you want to. This is a lot better than waiting to the end of the year to see how your business is going, only to find it’s nowhere near where you hoped it would be. That’s being out of control.

6.2.4 The benefits of a Budget

These are the specific benefits you should expect from a good P & L Budget

· It requires you to investigate and analyse a lot of detail about your business which will help you understand and run it better.

· It provides targets against which you can measure monthly progress, keep on track and remain in control. 

· It will result in a more reliable cash flow forecast than the broad method of Section 4.

· Surprisingly, a good Budget often becomes its own self fulfilling prophecy.

· This is all about working ON your business not working IN it.

6.3 Profit & Loss headings
6.3.1 Sales
Sales for a month are the value of everything the business has invoiced and therefore has sold between the 1st and 31st of the month, or the nominated Monday to Friday if 4, 4, 5 phasing is adopted, see (6.5). It’s not normal practice to date an invoice before the goods or services have been despatched or delivered and its sloppy practice to leave invoicing till more than a day or so later. Sales may include other, non-core income such as bank interest, subletting of premises etc.
6.3.2 The Cost of Goods Sold
If a business purchases raw materials, components or finished goods for either manufacturing, wholesaling or retailing then there will be a product cost for everything the business has sold in that month. This heading is called the Cost of Goods Sold or COGS for short. Note this is the cost of the goods used to make the items the business has sold and invoiced in that month. It is not the cost of what the factory produced nor the cost of the raw materials, components or finished goods it purchased during that month. Those could be quite different depending on changes in stock levels.

If a business is selling purely services and no “goods” this heading will not be required in the P & L Budget.

6.3.3 Direct Labour
This is very much the same heading as described in Cash Flow (4.3.5). As labour tends to be paid every week the figures that go into the P & L Budget will be very similar to those that go into the cash flow forecast because there’s almost no difference in the timing.
6.3.4 Gross Profit (GP), or should it be called “Contribution”
Traditionally GP is the “profit” made after paying for the COGS but before paying for the Direct Labour, Admin/Sales Staff and Overheads. Unfortunately this heading is of limited value despite the fact it’s been used since the beginning of accounting! It is far more useful to know the “profit” made after paying for the COGS and the Direct Labour- let this be called “Contribution”. This is because both COGS and Direct Labour tend to vary directly in line with sales volume. So if the sales volume increases by 35%, you’ll use up 35% more COGS and have to pay 35% more for direct labour. That’s why these two costs are also known as “direct” costs because they vary directly with sales. The remaining costs of Admin/Sales Staff and Overheads are indirect or fixed, i.e. they do not vary with sales volume. 
The contribution that a business generates is very important because it has to cover all the fixed costs and hopefully still leave something left over - the profit. If your contribution is less than your fixed costs you are going broke!
For a business that manufactures goods, Contribution is Sales less COGS less Direct Labour. For a business that has no manufacturing but buys in goods to resell, Contribution is generally Sales less COGS alone. This assumes there is no other, non-manufacturing type of direct labour. (There could be, for example if an installation service was provided, but it is unusual). 
In the case of most service businesses there are no COGS but there still could be labour directly related to sales. For example you could argue that all the accountants in an accounting practice are direct labour, they bill the client $200/hr and get paid $75/hr so make a contribution of $125/hr. But if there is no direct labour, Contribution becomes the same as Sales and the Contribution heading would be omitted from the P & L. You, the owner, have to decide which concepts of GP, Direct Labour and Contribution suit your business and will help you to manage it. You can always modify or improve how you set up your Budget as you gain experience year by year.
6.3.5 Admin/Sales Staff
The same comments apply as for Direct Labour above (6.3.3).

6.3.6 Overheads
The main difference from cash flow is that you enter overheads in the month you incur them rather than when you pay for them. Whereas depreciation was not included in cash flow as it is not a cash outflow, if you have capital expenditure you would need to enter an amount for its depreciation. Check with your accountant how to calculate this. You would probably also want to enter a provision for bad debts. 
6.3.7 Profit & Loss before tax
This is the result of Sales less all trading costs. Items such as Company tax and GST are not included because this heading is P & L before tax. Repayments of loans financing the business could be included under overheads if desired though the cost of funding a business is often kept separate from the trading P & L – it depends on how you prefer to view your business’s performance. Proprietor’s drawings or salary ideally should be included under Admin Staff so when you look at your business’s performance you are including your own costs before arriving at the P & L. It’s an error of many small business owners that they exclude their salary from their P & L statements and then kid themselves they are making a profit. If you work in the business your salary, super etc should be included within Admin/Sales Staff Budget at a rate at least equal to what you’d have to pay someone else to do your job and do it with as much dedication as you.
6.4 Categories

Ideally the P & L Budget should be broken down into the various categories of the business. Categories are the natural divisions a business can be split into and analysed by. The key word here is “natural”. Don’t force your business into categories just for the sake of it. Splitting into categories encourages deeper understanding and analysis and provides better guidance by which to manage the business. Building up a Budget by estimating the sales and costs of each category separately will give a more accurate final figure than one overall sales estimate.
The best categories tend to be product or project categories because the COGS and Direct Labour can be directly related to these categories. You could have categories by geographic area or by distributor or by customer but this would be less insightful as it’s not normally possible to break down COGS and Direct Labour this way so in the end all you would have is a sales split which your accounting software should be able to provide anyway.

There is almost no point in budgeting by category if your accounting system cannot provide actual Sales, COGS and Direct Labour split between these categories on a monthly basis. Don’t worry that you don’t have the systems in place yet. It should not be difficult to set them up but you need to know how you plan to do this. Once you know it is possible then set up your Budget now with the most appropriate categories for the future and work on establishing the systems as you go.
For example you can allocate sales invoices into separate ledgers of your accounting software, your accountant or software provider can help in this. You can also code incoming invoices for materials to a different ledger for each category, possibly by coding your order number by category or having separate order books for each category. You may also need to set up internal systems to capture Direct Labour information by category such as time sheets or an allocation system.
It’s well worth doing. It will significantly help you understand and run your business provided

· The categories are a natural split of the business and

· You are able to capture, split between each category, the actual Sales, COGS and Direct Labour each month.
Appendix 7 gives some examples of categories for different types of business.

6.5 Accounting Periods

P & L budgeting and ongoing business accounting has to adhere strictly to the monthly periods nominated. The cut-off dates between one month and the next must not be allowed to slip around or this will lead to inaccurate information and errors. Trading months should either end precisely on the 31st of each month or, if it suits the business better, split each quarter into 3 months of 4, 4 and 5 weeks ending on the nearest Friday to the 31st. If you raise an invoice to a customer on the first day of your next month you can’t include it in the previous month just to make the figures look good! The same cut-off timings you nominate for sales must then be rigorously applied to COGS, stocktakes, material purchase, direct labour etc. All aspects of the business must march precisely in step with one another.
7 SECTION 7: HOW TO SET UP A PROFIT & LOSS BUDGET
7.1 Setting up the Excel template

7.1.1 New readers
Some readers of these Notes may already be familiar with Excel and only want help setting up a P & L Budget so they may have started their reading here without having read through all the foregoing. For those people, here are some quick pointers. 


Appendices 1 & 2 will show you the Contents of these Notes and an Index by topic.  
Mouse usage descriptions and their related abbreviations are described in paragraph 2.3


The shorthand used for Menu is M: so M:File is the menu called “File”

Similarly, I:Print is shorthand for the Icon called “Print”

Explanatory paragraphs are shown in brackets after a text point e.g. I:Zoom (3.2.9)

Read the foregoing Section 6 which explains the headings used in this P & L template.
7.1.2 Introduction
Follow and replicate this example in your own Excel screen to practice the techniques just learned. It’s important to stick to the exact same row and column numbers for the headings and sub-headings as described below so the row and column numbers in your template correspond exactly to those you are following in this example. 
For illustration, all the headings discussed in paragraph 6.3 are included in this example plus various sub-headings. You will be able to amend this template to suit your business by changing the category names, the number of categories, deleting some of the headings, inserting or hiding rows. How to do this without messing up the formulae is described in Section 9 which you can refer to once you have completed this exercise.

Save a backup (3.1.2) of your work as you go in case you get into trouble this first time around! Also remember Undo (3.2.7).

7.1.3 Initial set up

Open a new file (2.5), I:Save. Locate the Excel Practice folder, name the file “P & L Template” and click Save. To illustrate all options, this template is based on a business type that requires using all the headings as explained in paragraphs 6.3.

It is suggested you set the I:Zoom (3.2.9) to 75% and HL the entire worksheet (2.3.5), RC, Format, Number, Number, zero decimal places. OK. CA.
7.1.4 Setting up headings and entering formulae
Start with a heading, the months and Sales:
Click B2, type “2008/09 P & L Budget, Monthly”.
Click D3, type “July”, CA.     Autocopy D3 to O3.     
Click P3, type “Year”. 

Click B4, type “Sales”, Enter.     
B5, type “Category 1”, Enter.   
Type Category 2, 3 and 4 into B7, B9 and B11. The gaps have been left between Categories to assist with phasing later in these Notes.

B13, type “Total Sales”. D13, type formula “=D5+D7+D9+D11”, Enter. Autocopy D13 to O13. CA.
Q13, type “=P5+P7+P9+P11”. (To check that the figures add up both across and down the sheet)

Now set up the Cost of Goods Sold:


B14, type “COGS”, Enter.  
B15, type “Category 1”, Enter.    Autocopy B15 to B18.    
B19, type “Subtotal COGS”, Enter. 

D15, type formula “=$C15*D5”, Enter. 
Autocopy D15 down for the remaining 3 categories. 
Amend the sales category row numbers in the formulae
so that they correspond to the COGS category, i.e. “=$C16*D7”, “=$C17*D9”, “=$C18*D11”.
D19, autosum, HL D15:D18, Enter.   HL D15:D19, autocopy to O15:O19, CA.
Now whatever changes you make to the sales will automatically update their COGS.
Q19, autosum, HL P14:P18, Enter. (To check that the figures add up both across and down the sheet)

Now set up Direct Labour in a similar way:

B20, type “Direct Labour”, Enter. 
B21, type formula “=B15”, Enter. Autocopy B21 to B24.

B25, type “Subtotal Direct Labour”. 
D21, type formula “=$C21*D5”, Enter. 
Autocopy D21 down for the remaining 3 categories. 
Amend the sales category row numbers in the formulae so that they correspond to the COGS category, i.e. “=$C22*D7”, “=$C23*D9”, “=$C24*D11”.

D25, autosum, HL D21:D24, Enter.                   B26, type “Contribution”, Enter.  
D26, type formula “=D13-D19-D25”, Enter.     HL D21:D26, autocopy to O21:O26, CA.

Q25, autosum, P21:P24. Q26, type formula “=Q13-Q19-Q21” (To check that the figures add up both across and down the sheet)

Now for the Admin/Sales staff:

B27, type “Admin/Sales Staff”, Enter. 
B28, type “Salary & wages”, Enter. 
B29, type “Superannuation”, Enter. 
B30, type “Workcover”, Enter. 
B31, type “Subcontract labour”, Enter. 
B32, type “Subtotal Admin/Sales Staff”, Enter.
D32, autosum, D28:D31, Enter. Autocopy D32 to O32. 

Q32, autosum, P28:P31. (To check that the figures add up both across and down the sheet)

Now input a formula for superannuation as follows. In C29 enter the percentage e.g. 9%. In D29 type formula “=$C29*D28”, Enter. Autocopy D29 to O29. You can do exactly the same for workcover but remember this is based on salary plus super so the formula for July would be “=$C30*(D28+D29)”.

Overheads are next:

B33, type “Overhead Expenses”. Decide what overhead sub-headings you want, Appendix 6. For now, assume you want 15 overheads and rather than type each we’ll call them #1, #2, #3 etc.

B34, type “Expense #1”. Autocopy B34 to B48. 
B49, type “Subtotal Overhead Expenses”, Enter.
D34, type formula “=$P34/12”, Enter.   Autocopy D34 to D48. 
D49, autosum, D34 to D48.    Autocopy D34:D49 to O34:O49.

Q49, autosum, P34:P48. (To check that the figures add up both across and down the sheet)
It is also wise to have an additional safety check that the figures 
for the 12 months of each row add up correctly because you may end up entering some rows manually. For the first overhead, type in column Q “=SUM(D34:O34). Autocopy this down to the last overhead.
And this is the resulting Profit or Loss:

B50, type “Profit or Loss”. D50, type formula “= D13-D19-D25-D32-D49”, Enter. 
Autocopy D50 to O50. P4, autosum, D4:O4, Enter. Autocopy P4 to P32. Copy to P49 & P50.
ConHL P12, P14, P20 and P27, Delete, to clear the addition where not required.

Q50, type “=P13-P19-P25-P32-P49”. (To check that the figures add up both across and down the sheet)

7.1.5 Formatting

Now for the fun bit; tidying up the formatting and making it readable. Never underestimate the value of good formatting to make it easy to read a spreadsheet. Formatting matters and is best left to the end because otherwise as you autocopy formulae you will also copy the formats and you’ll spend ages tidying this up as you go.

7.1.6 Text & Number
Make B2 font size 14 (3.2.10) and Bold (3.2.11). Date it, e.g. in O2 do RC, Format, Number, Date, select a format from the menu e.g. “14 – Mar - 01”, OK, then type in today’s date in O2 as e.g. 27/11/08, Enter, and it will adopt the format you selected.

HL column C, RC, Format, Number, Percentage, one decimal place, OK.

It’s easier to read if you indent the subtotalled items, make Total rows bold font and centre the figures.

HL column B, I:Increase Indent (3.2.13), one click.
ConHL B5:B12, B15:B18, B21:B24, B28:B31 & B34:B48, I:Increase Indent, click twice. 

HL rows 3, 13, 19, 25, 26, 32, 49 & 50, I:Bold, I:Font Size,12, Enter.

HL column C and drag the cursor to column Q, I:Align Centre (3.2.12), Enter.

7.1.7 Adjust column widths.

HL Column A, RC, Column width, set at 1, Enter.

Place the cursor at the right hand edge of the column B grey heading and the cursor will change to a 2 way arrow. Double click and the column will adjust to suit the longest text.

HL Column C, RC, Column width, set at 5, Enter.

HL Column D through to P, RC, Column width, set at 13. Enter

7.1.8 Adjust row heights

All have default 12.75 and the row height adjusts automatically if you increase the font size. 

It’s easier to follow the start of a new figure sequence if you make the initial row taller. Do this by

ConHL rows 3, 4, 14, 20, 26, 27, 33, 49, 50, RC Row Height, type 22, Enter.

7.1.9 Borders (3.2.14)
HL B2:P50. RC, Format, Borders, select the medium solid line which is third up on the right, click the Preset “Outline” to apply it to all 4 edges, OK

ConHL B3:P3 & B50:P50 RC, Format, Borders, medium solid line, apply to top and bottom horizontal borders, OK. Don’t worry about the blurred lines, they indicate a combination of different formats, you can apply over the blurred lines.
ConHL B13:P13, B19:P19, B25:P26 (2 rows) & B32:P32 RC, Format, Borders, fine solid line, top, middle & bottom, OK. 
HL B49:P49, RC, Format, Borders, fine solid line, top only, OK.
HL D3:O50 RC, Format, Borders, medium solid line, left and right only, fine solid line vertically in the middle between the words “Text”. OK.

7.1.10 Colours (3.2.15)
If you’d like any negative numbers to appear in red, HL entire spreadsheet (2.3.5), RC, Format, Number, Number, zero decimal places, select the second option which is red, OK. You’ll now need to go back reformat the date cell, O2 per (7.1.5) above.
If you’d like to highlight key rows in colour e.g. the sales, contribution and profit rows, HL B13:P13, B26:P26 & B50:P50, I:Fill Colour, click the drop down arrow, choose a colour, maybe pale grey. CA.

Mute the check figures by HL column Q, I:Font Colour, pale grey, CA.

It can help to colour the cells where you enter in data, leaving those not coloured mainly containing formulae. If so, ConHL the following rows, all between columns D and O on rows 5, 7, 9, 11, 28 & 31. I:Fill Colour, pale yellow (3.2.15). Also colour pale yellow C15-18, C21-24, C29-30 and P34-P48.
This illustrates the power of Excel. You only need to enter data into the yellow cells to get a complete phased year Budget! Mind you, there’s a bit of work to be done to arrive at the figures to enter but you need to do that anyway.

7.1.11 Freeze Panes (3.1.3)
HL D4, M:Window, Freeze Panes.

7.1.12 Save your masterpiece!

I:Save and M:File, Save As, save it to the Excel Practice folder, rename it as “P & L Template backup”, Save. Note the file on the screen is now the most recently saved one, i.e. backup. Close this by clicking the lower of the two Xs at the screen top right and reopen the original P & L Template file.
7.1.13 Don’t print the template yet!
Why? Because it’s not finished yet. Paragraph 7.2.2, below, discusses two alternative ways you can phase the sales by month. It is better to consider this first, decide which approach is best for your business and finalise setting up the template after that.
7.2 Entering Budget data into the template
7.2.1 Introduction
P & L figures are always entered excluding GST. Your business will collect some GST and will pay out some GST. The balance of this you return to the Government every quarter. It has a neutral effect on your profit and is not a core part of your business.

It is important that you keep extensive notes of the assumptions, sources of information and calculations you use to estimate the figures you enter into the Budget template because there will come a time when you will need to recall how and why you arrived at these figures. This could be when comparing Actuals with Budget and you want to understand why you budgeted as you did or simply for when you do next year’s Budget and you want to remember how you arrived at this year’s figures.

7.2.2 Sales phasing
The Sales Budget is probably the most important estimate of all to get right not only because it is the largest figure but also because so many other figures are related to sales one way or another.
You can estimate the year’s sales and then split and phase this into monthly figures or you can estimate sales for each of the 12 months and then see what they add up to for the year. In practice you should look at the figures both ways, comparing the two approaches and juggling the data until you are comfortable with both the monthly estimates and full year total.
There are two ways to do the maths to arrive at the monthly sales. You can either :

A. input dollar figure estimates into each month and let the formulae add the 12 figures up to the year total. This can be time consuming but maybe the best for a project related business, a new business, one undergoing big change or one where there is no history to rely on.  
B. estimate the year’s sales, then nominate the percentage that each month will be of the year’s sales and let the formulae calculate each month’s dollar figure. This method is best provided you have a good basis for setting the monthly percentages. This may be historical data or may be based on your judgement. 
Decide which approach, A or B, you want to adopt and modify the template as follows
If you want to use Method A - no need for any modifications.
If you want to use Method B - proceed as follows
Delete the formulae in P5, P7, P9 and P11 because eventually you are going to enter the year’s sales figures there. Do not delete them in P4, P6, P8, P10 and P12 as this is where the % total will be.
HL row 4, RC, Number, Percentage, 1 decimal place, OK. Cell D5 type formula “=D4*$P5”, Enter. HL D5, I:Copy, HL E5:O5, M:Edit, Paste Special(5.2.1), Formulas, OK, Enter.
Now, if you type in the year’s sales estimate into P5, say 55000, and enter the percentage for a month, say 10% into G4, the October month’s sales will be calculated as 10% of 55000 = 5500. So long as all the percentages add up to 100% at cell P4 you will have a perfect phasing. (Refer 3.4.5 for reassurance on rounding). Delete the 55000 and 10%.
Now copy the 2 rows for Category 1 to Categories 2, 3, and 4 as below:
HL D4:P5, I:Copy, ConHL D6, D8 & D10, I:Paste, CA.
The blank row 12 is there in order to line up with cash flow figures later in these Notes.
Rows 4, 6, 8, and 10 are now set up so in due course you can enter monthly percentage phasings that are different for each Category  If you want to make the percentage phasing the same for all Categories,  HL D6, type formula “=D$4”, Enter. HL D6, I:Copy, HL E6:O6, M:Edit, Paste Special(5.2.1), Formulas, OK, Enter.

Then I:Copy D6:O6 and I:Paste into D8 and D10. Now, whatever % you type in row 4 also appears in rows 6, 8 and 10. Try it to check.
You may also wish to make the percentages stand out from the dollar figures by ConHL D4:P4, D6:P6, D8:P8 & D10:P10, then in one go do, I:Font, size 10, I:Align, left & I:Font Colour, bright green or blue, CA.

Now amend the yellow colouring. Remove it from column D to O for rows 5, 7, 9 & 11 and add it to columns D to O for rows 4, 6, 8 & 10. Also add it to P5, P7, P9 & P11.
If you want, you can now print the P & L Budget.

I:Print Preview, Set Up, Page, set up as Landscape and Fit to one, 1 wide x 1 tall. 

Margins, make all boxes zero and tick the bottom 2 boxes too. OK.

Print, Properties, select fast or economy mode, OK, OK.
7.2.3 Entering the Sales Budget
A number of factors can affect the sales estimate for a product depending on the nature of the business:

Volume – the number of units sold in a given time period


List price / unit – What appears on your price list for that product


Discounts given – maybe for high volume or for prompt payment

These combine to give the net sales for the product. For example:

1000 units of product @ a list price of $40.00 /unit = 

$40,000


Less 5% volume discount





($2,000)


Less 2.5% prompt payment discount




($1,000)


Net sales







$37,000

This example is for a single product. Your business may have too many products to calculate this individually so you may have to make assumptions category by category or across the whole business. Historical information can help. The point is to be aware when making a sales estimate of the difference between sales at List Price, which is a theoretical figure, and sales at the net price you invoice which is an actual figure and is what your Budget needs to be based on.
If your business is growing be sure to reflect this in your sales phasings with a lower monthly rate of sale at the start of the year, rising as the months go on. Factor in any price increases planned because this should increase sales from that month on.
Also bear in mind external events that may affect you sales estimates like product seasonality, reduced number of production and or trading days over Christmas or Easter, factory close downs, staff on holidays etc
Some different ways of approaching estimating are shown in Appendix 8. This may be particularly helpful for start up businesses where estimating sales without any history can be a challenge.
7.2.4 Entering the COGS Budget
The first point to remember is that this is an estimate of the cost of what you sell in each month. It has nothing to do with what raw materials or goods might be purchased in that month. If you start the Budget year with a lot of stock you may not need to purchase anything more for 6 months. This means in a cash flow forecast there will not be any outflows for materials but in a Profit and Loss Budget you must show the cost of the goods that you sold in each month.
There are 2 ways to do the maths to arrive at monthly COGS. You can either:

A. Calculate the current year’s COGS as a percentage of sales then update this to become next year’s estimated percentage. This would be the easiest way but depends on having some history to base the estimate on. So if you know what the current COGS are as a % sales, you can then amend this in light of any changes that are anticipated to occur in the Budget year. The changes can involve quite a number of factors so need to be considered carefully, for example:

COGS as % of Net sales

Current year to date actual

40%

Allow 3% COGS cost increases
40% x 1.03 for the Budget year
41.2%

Allow for 5% selling price increase
41.2% / 1.05



39.2%

Plan to reduce discounts 2%

39.2% / 1.02



38.5%

Use in the Budget







38.5%


This relies on knowing what the current year’s COGS are as % net sales, taking a view on 
expected cost inflation, estimated potential cost savings, knowing what your pricing and 
discount strategies are going to be etc. Here you are seeing at work the benefits of a Budget, 
ensuring you know the details of your current business and have clear plans for the future.

B. Build up a standard “Costing and Price Structur” from first principles to arrive at a dollar cost per unit sold. This is more time consuming but may be the only way you can estimate this cost for a new business or where history is not relevant. From this a COGS % Sales can be derived


For example for a single unit:

Raw material costs

Item 1


$






Item 2


$






Item 3


$


Packaging costs

Item 1


$






Item 2


$






Item 3


$


Subtotal





$


Allowance for waste and general consumables
$


TOTAL COGS




$

List Selling Price




$


Discounts 





$


Net Selling Price




$


COGS as % Net Selling Price


%

This requires quite a bit of homework but may be the only way you can get a reasonable 
estimate. This is just for one product. You may need to do this for some or all the products and 
then estimate an average COGS as a percentage of sales. Knowing your costs is a crucial part 
of any business plan and will be a major factor in setting pricing strategy particularly for a start 
up business.
Either way, A or B, results in a single, Budget COGS percentage of sales for each Category.  The Budget COGS % for Category 1 would be entered into cell C15, Category 2 into C16 and so on. 

7.2.5 Entering the Direct Labour Budget
Similar principles apply to direct labour, you can budget starting from the current year’s actual % of net sales or you can build up a costing based on estimating how many man hours is required to make one unit of product and calculating the cost per man hour. Refer to (4.3.5) for an example of this.
You have already set up the spreadsheet in the same way as for COGS with the Direct Labour % of sales going in column C against each Category and the same type of formulae linking this % to the sales cell, e.g. D21=$C21*D5 so there is no extra programming to do.

7.2.6 Entering the Admin/Sales Staff Budget
All staff who are not covered in Direct Labour should be included under this heading including any planned additional employees. Remember to include in Salaries & wages any increases or bonuses planned. 
Enter in cell C29 your standard superannuation rate, probably 9%. In C30 enter your workcover rate.

Subcontract labour is for non employees who charge you an hourly rate e.g. a bookkeeper. These staff should pay their own super and workcover – to protect your business you should check they do.
7.2.7 Entering the Overheads Budget
Overheads can be entered as a dollar figure for each month which can be tedious or entered as a year figure in column P and phased using formulae. With due care and thought this is no less accurate but more efficient. This is the way you have already set up the spreadsheet.
The current year’s costs are a good start point for these estimates. The phasing can be made on judgement. Some costs should be spread equally over the 12 months because they are monthly recurring expenses such as rent or telephones. For others, you may not know when the costs will be incurred so in the absence of any better way you also spread them equally over the 12 months for example legal costs or bad debts. The formulae have already been set up to do this equal phasing.
However some costs can be allocated to specific months because they are only incurred at a specific time of the year such as the audit fee, car rego & insurance etc. Others, such as freight, might be phased in line with the sales. These can be linked to sales with a formula for example for July “=D4*$P row number the freight total is on”. For those costs described in this paragraph only, you will have to enter the dollars or type in the new formula over the 1/12 phasing formula already in the template. Then enter the total of the 12 months in column P, e.g. “=SUM(D34:O34)”.
7.2.8 How to link a supporting worksheet of detailed estimates to a row in the Budget.
The data in many of the rows will be made up from sub data. For example the overhead Motor Vehicles will be made up of lease, rego, insurance, servicing and petrol costs. The Salary and wages row will be made up of the pay, bonuses, increases etc for each individual employee.

The best way to do this is to insert a worksheet (M:Insert, Worksheet), (5.1.1) and relocate it to the right of the Budget tab. You can then draw up a supporting worksheet and link this to the Budget. If, for example  Using expense # 10 as an example, you would prepare your supporting worksheet with month and year totals as illustrated at the right. On the main Budget worksheet in cell D43, type the sign “=” then click on the supporting worksheet tab, click on the July total (B16) and Enter. Then, using Paste Special to avoid disturbing the borders, copy D43 to P43 as follows:  D43, I:Copy, HL E43:P43, M:Edit, Paste Special, Formulas, OK, Enter.
7.2.9 Profit & Loss
The P & L is the sales less all the costs and will result from the formulae in that row. The P & L Budget shows the results before paying any company tax and as stated at the start excludes GST because GST has nothing to do with your businesses performance. 
The P & L does not include expenditure on capital purchases but will include, in the overheads, the depreciation of those capital items so that over their financial lifetime their costs will have been included within the P & L.
 The P & L is independent of stock levels and stock values because the P & L is based on your trading performance which, while it include COGS, has nothing to do with how much stock is in your warehouse, only the cost of what has been sold.
 The P & L is not affected by late payments from your debtors because the trading aspect of the business is completed once you have invoiced your customer. When he pays you is to do with cash flow. 
All the above items that are not part of the P & L Budget are accounted for either in the cash flow forecast or in the balance sheet.

The next Section shows how to take this Budget and, with surprising ease, Excel will draw up 12 Trading Result templates, one for each month, comparing Actual with Budget both for the month and the year to date (YTD). This is the ultimate goal which will enable you to run your business professionally.
8 SECTION 8: HOW TO USE THE BUDGET TO RUN YOUR BUSINESS
8.1 Overview
This is where Excel comes into its own, enabling you to do complex, repetitive actions very quickly. The process of this Section is illustrated below. From the monthly P & L Budget you will develop a YTD Budget and then create 12 Trading Result templates. With these you can compare your actual results versus your Budget each month and use this information to run your business. All steps will be contained within one overall worksheet to simplify formulae. It will be a large worksheet and you’ll have to scroll around and hide unwanted columns or rows but it is the simplest way of doing this. As a start, make sure you have safely saved a good copy of the just completed monthly P & L Budget – it would be a shame to loose or harm it.

[image: image4]
8.2 Setting up the Excel templates
8.2.1 Introduction
As you can see in the diagram above the first step is to take the monthly Budget, copy it and change it to a year to date (YTD) Budget. This is a necessary interim step to get to the 12 Trading Results. 
8.2.2 Why use YTD figures
YTD is the same as cumulative, i.e it is the figures expressed from the start of the financial year, July, to the current month. Sales YTD October are the sales from July to October, i.e. July + August + September + October. Sales YTD November are the sales from July to November. If you subtract YTD October from YTD November you are left with the sales for the month of November alone.
Working back from actual YTD figures to get the actual monthly figures is good because any accounting uncertainties, for example which month a figure belongs to, get carried forward and corrected. If you calculated a YTD by adding up the 5 individual months and there was an error in one of those months that error would continue throughout the year. Deriving monthly figures from subtraction of two YTD figures avoids this problem.
 The Budget figures will be calculated in a similar way for consistency.
8.2.3 Setting up the YTD Budget
When you work through this example stick to the exact same number of headings and sub-headings as described so the row and column numbers in your template correspond exactly to those you are following in this example. 
Later, you can change the name of the category headings to suit your business but at this stage don’t delete or add any extra rows. Amending the templates to suit your business by inserting or deleting rows will be discussed at the end of Section 9 once the complete templates are set up.

The YTD Budget will be hidden so formatting is not so important. By now it is assumed the reader has a fair degree of familiarity with Excel so descriptions will be less pedantic. Open the monthly P & L Budget and HL columns from B to O. Copy these and paste them into column T. In T2 change the word “Monthly” to “YTD”.

The headings in column T now need to be linked to the original monthly P & L Budget so when you replace the words “Category 1” with your own description it will also change the headings in the YTD Budget. HL T4 and enter ”=$B4” and autocopy this down to T50. HL column B, click I:Format Painter, click the T of column T and it will paint the formatting into T. Delete T6, 8, 10 & 12. 

The July YTD Budget figures are obviously the same as the Budget for the month of July itself. So enter in V5 “=D5”. Copy this down to row 50. August YTD is July plus August. So enter W5=V5+E5. Copy this down to row 50. Now copy W5:W50 across to column AG. 
That’s the YTD Budget finished even if it does look a bit naked. 
8.2.4 Setting up July Trading Results
There’s a bit of legwork to be done to set up the template for the Trading Results but once this is finished the entire exercise is nearly completed.
Set up the basic outline of the Trading Results :

HL columns T and U and copy these headings into column AK. (Highlighting the column rather than just the cells copies the column width as well as the contents). AL15=$C15. Copy AL15 down to AL18. Copy AL15:AL18 into AL21. Type “Bgt” into cells AL14 and AL21.
HL AM2:AR50, I:Format, Borders, click medium border (3 up on the right of the line style box) and click 4 sides. This is the Trading Results outline. Amend AK2 to be “2008/09 Trading Results”.

Now set up the main headings :

HL AM3:AO3, I:Merge & Centre (5.3.2). Type “Month” in this merged area, type “Budget” in AM3. Type “Actual” in AN3 and type “%” in AO3. HL AM2:AO3, Font size 12, Bold. 
Copy AM2:AO3 to AP2. Change the word “Month” to “YTD July”.

The YTD July Budget can be entered in column AP 
AP5=V5, copy down to row 50. 

For July only, the Month Budget is the same as the YTD so AM5=AP5, copy down to row 50.

Now the YTD % comparison to Budget can be entered in column AR. 
For Sales, Contribution, Admin/Sales & Staff and Overheads this is a straight dollar comparison of Actual versus Budget. So if sales are up 10% in dollar terms this will show “+10%”. 
Enter AR5=AQ5/AP5-1 which is the formula to give the “+10%” result. 
Copy AR5 down to AR13. Copy AR5 to AR26 and AR28. Copy AR28 down to AR50. 
For COGS and Direct Labour where the Budget for these two items was set up as a fixed percentage of Sales, it is more helpful to know what the Actual percentage of sales is and how this compares to the Budgetted percentage rather than looking at dollar to dollar comparisons. 
For example the actual dollar COGS may be below Budget which might look good but that may be solely due to the fact that sales are low. This may be hiding the fact that the actual COGS are running at a higher than Budget percentage. Therefore for these two headings the AR column will be used to show the COGS as a % of Actual Sales, not the % over or under Budget dollars. Enter this :
AR15=AQ15/AQ5. Copy this to AQ25. You now need to correct the links to the sales rows as follows: AR16=AQ16/AQ7, AR17=AQ17/AQ9, AR18=AQ18/AQ11, AR19=AQ19/AQ13, Delete AR20.  AR21=AQ21/AQ5, AR22=AQ22/AQ7, AR23=AQ23/AQ9, AR24=AQ24/AQ11,AR25=AQ25/AQ13. This way is quicker than typing in all 10 formulae separately.
In AR4 type “% Bgt”. Copy this to AR27 and AR33. In AR14 type “% Sales”. Copy this to AR20.
These two notes will help remind you what the percentages represent.
These YTD formulae can be copied to the Month because it’s the same logic :

Copy AR4:AR50  to AO4.
Now the formulae can be entered for the YTD Actual. 
This is only the totals because the Actual figures will come monthly from your accounting software:
AQ13=AQ5+AQ7+AQ9+AQ11(this omits the percentage phasing rows from the P & L Budget). AQ19= autosum AQ15:AQ18.  AQ25 = autosum AQ21:24.      AQ26=AQ13-AQ19-AQ25. 
AQ32= autosum AQ28:AQ31.  AQ49 = autosum AQ34:AQ48. 
AQ50=AQ13-AQ19-AQ25-AQ32-AQ49.

Now enter the formulae for the Month Actual. For July, the month is identical to the YTD so:

AN5=AQ5 and copy down to row 50. Delete AM6:AR6,  AM8:AR8 & AM10:AR10. 
Now the formatting can be tidied up in 3 stages:

HL columns AM:AO, Align Centre. HL column AO, RC, Format, percentage, one decimal place.

HL AM2:AO50, RC, Format, Border, medium line all 4 sides, fine vertical line in the middle, OK.
HL AM3:AO3, Format, Border, medium lines top and bottom, OK. 
HL columns AM & AN, RC, Column Width, 13, Enter. Then make column AO 10 wide.
ConHL the 7 subtotal rows AM:AO 13, 19, 25, 26, 32, 49 and 50 and do the following 3 actions in one go, Border fine horizontal line top and bottom, Font 12, Bold, Enter. Nearly got a hole in one but still need to make the top and bottom of row 50 a medium line again. Make the 3 subtotal rows AM:AO 13, 26 and 50 grey. Now HL columns AM:AO, I:Format Painter, click AP1.
Colour pale blue the Actual YTD cells to be entered into in column AQ, i.e. AQ5, 7, 9, 11, 15-18, 21-24, 28-31 and 34-48. Delete the unnecessary entries in the 2 Month columns AM and AN and the 1 YTD column AP on rows 14, 20, 27 & 33.
This has been a fair bit of work – a good learning curve – but it only needs to be done this one time.
8.2.5 Copying July to August
Copy columns AK:AR to column AT, i.e. leaving a single column gap. Rename AY2 “August”.

Both the YTD % column and the YTD Actual column are OK as they are and don’t need changing.
The YTD Budget column needs to be reconnected to the original YTD Budget. In column AY, all the AEs in the formulae need changing to Ws. HL column AY, M:Edit, Replace, type AE into the first box and W into the second one, Replace All, OK to 38 replacements, Close.
The Month Budget and Month Actual will be automatically derived by subtracting YTD July from YTD August (8.2.2) and this needs to be done as below :

AV5=AY5-AP5. Copy AV5 to AW5. Copy AV5:AW5 down to row 50.
Delete the unnecessary formulae in AV6:AW6, AV8:AW8 & AV10:AW10.

HL columns AK:AR, I:Format Painter, click AT1.

8.2.6 Copying August to the remaining months
Copy columns AT:BA into column BC leaving a single column gap. Change the YTD to September.
Check the formula in the YTD Budget cell is AF, which needs changing to X to reconnect with September in the YTD Budget. HL column BH, M:Edit. Replace AF with X, OK to 38 replacements.
For October copy September’s column BC:BJ into column BL, again leaving a single column gap. 
In column BQ, the formulae need to be replaced by Y.

Continue this way to June. The new replacements are as below, which now have a pattern:

November

Z


December

AA


January

AB


February

AC


March


AD


April


AE


May


AF


June


AG


Excel is now really working for you!

8.3 Using the templates to run your business

8.3.1 Introduction
You already have a monthly P & L Budget from Section 7.

THIS IS YOUR FINANCIAL PLAN FOR THE YEAR. UNLESS THERE ARE SOME EXCEPTIONAL CIRCUMSTANCES IT SHOULD NOT BE ALTERED FOR THE DURATION OF THE YEAR. THESE ARE YOUR GOAL POSTS, DON’T MOVE THEM! 
You now also have the monthly Budget changed to a YTD Budget but that was just an interim step and you don’t need to look at it again. More importantly, you have 12 Trading Result templates, one for each month of the year. Within about 2 weeks from the end of each month you ought to have available the business’s Actual YTD results and can enter these into the blue cells. Comments on doing this are in the paragraphs following this one.
Having entered the figures the really valuable part is to look hard at the Actuals compared to the Budget and ask yourself “how is my business going?”, “what’s not on Budget”,  “why is that so and what can I do to rectify this”.

In larger businesses they hold a monthly Management Meeting to review the Actual versus Budget performance, to discuss action needed and to agree their plans for the future. You should do the same. 
Thinking about your business on your own is good but it’s even better to discuss it with someone else. 
This could be a business partner, your own partner, a staff member, your accountant or even a Mentor. It is particularly worthwhile reviewing your results with your staff  if you have people who even partly understand the concepts involved. 
The benefits can be surprising – trust, shared goals, motivation, respect, learning. Some business people are desperately secretive as if sharing performance figures will bring the business undone. The very great majority of experience indicates that involving your staff, at the right levels, can be a wonderful positive for the business and gets everyone working in the same direction.
If you want to work ON your business, not IN it, set up a routine. At the start of the financial year nominate dates in each month for a morning or afternoon when you will hold your own Management Meeting. Put these in your diary. Don’t let anything interrupt these, they should be sacrosanct, they are you working ON your business.

At first you will struggle to do all this. After the first year it will become routine, you will have a year’s meaningful data to help set your second Budget and you will be much more in control of your destination. As the years go on and your business grows the budgeting process will become something you wondered how you ever managed without.
8.3.2 Entering YTD Actual Sales figures
These will come straight from your accounting package. Provided you have set up separate ledgers for each category and coded all invoices to their correct ledger the figures will be immediately available.
8.3.3 Entering YTD Actual COGS
If your business has COGS this is usually the most difficult data to capture. For the moment, consider a business with only one category or product. You will probably hold stock of raw materials, components and/or finished goods. By way of illustration think of this example:
You start the day with 4 apples. You eat two. You go out and buy 5. What do you have left – 7.

Stock and COGS work the same way. At the start of a month you have stock worth say $55,000. You purchase in say $23,000. You use up in the goods you sold (not made) that month say $18,000. So you have left $60,000.

Turn this round and COGS = Open (55,000) plus Purchases (23,000) less Closing (60,000) =18,000
Some businesses do a full physical stocktake on the 31st of each month to determine their stock levels. This makes calculating COGS easy. Knowing exactly what stock you have at the end of each month is also a valuable guide to purchasing, while the process of the factory staff doing the counting improves tidiness and controls losses and wastage. Once set up and delegated it probably only takes a few hours each month.
If this method isn’t possible the next best way is to allocate a standard COGS to each item you sell so you can calculate the months COGS by multiplying your unit sales by this standard cost. The costs need to be accurate and updated once a year as part of your pricing and budgeting process. See (7.2.4).
Some businesses maintain a theoretical perpetual stock level on their accounting software, based on their July 1st opening stock, their purchases and the standard cost of the items sold and check this theoretical stock figure once every 3-6 months against a physical stocktake. 
 It’s beyond the scope of these Notes to go into further detail and your accountant can advise you best as he knows your business. Once you have a system in place to provide COGS data it is relatively easy to extend this to provide the data by category. Regardless of the method chosen remember to work on a YTD basis as follows:

 COGS = Opening stock 1st July, plus purchases 1st July to date, less Closing stock end this month.
8.3.4 Entering YTD Actual Direct Labour
Your YTD pay records will provide the data needed. Enter gross pay not net after tax. Again you can set up your staff and pay records split by category or use timesheets to allocate a person’s work hours to different categories. If you use a standard cost system for COGS it is interesting to add up the sum of the labour costs according to the standard costs and compare these with the actual costs.
8.3.5 Entering YTD Actual Admin / Sales Staff
Again, YTD pay records are the basis for this data.

8.3.6 Entering YTD Actual Overheads
Ensure your accounting software is set up with ledgers for each of your chosen overhead categories which will make it easy to enter what has been spent YTD.
8.4 How to extend the monthly P & L Budget to a Cash Flow Budget
The cash flow forecast template derived at Section 4 is all that is needed. However with the detail that has come from setting up the P & L Budget the data entered into the cash flow forecast will be a lot more accurate.
Check the template from Section 4 corresponds in its headings and the row numbers precisely with your P & L template. This is what you should have




P & L Budget


Cash Flow

Row 13
Sales subtotal


Cash Inflow


Row 19
COGS



Materials Purchased

Row 25
Direct Labour


Direct Labour

Row 26
Contribution


Blank row

Row 32
Admin/Sales Staff 

Admin/Sales Staff

Row 49
Overhead Expenses 

Overhead Expenses

Row 50
Profit or Loss


Other outflows

Row 61
-



Closing Bank Balance
Then copy from the original cash flow template file, columns B through 0, across to the right of the June Trading Results, leaving a blank column, and paste it into column EO.
Follow the Notes at paragraph (4.3) for entering the data, using the figures in your P & L Budget as the new basis for your cash flow forecast.
9 SECTION 9: CHANGING THE TEMPLATES SUIT YOUR BUSINESS
9.1 Amending the period of the Budget

The Budget for an ongoing business is normally prepared for the12 months of the financial year 1st July to 30th June. If this timing doesn’t suit, for instance you might be starting a new business in October you could prepare the Budget for the remaining period of the financial year to June, e.g. October to June. Then you are in step for the next financial year when it arrives. This is probably the best option. 
9.2 Amending categories

If you want less than 4 categories it is best to hide (5.4.8) the rows you don’t want. So if you only wanted one category, you’d hide rows 7-11, 15-18 and 22-24. All the mathematical logic is therefore preserved.
If you want to add categories you need to insert new rows but take care to insert them below category 1 and above category 4 otherwise the new rows won’t get included in the autosums. To add one more category insert 2 new rows for Sales e.g. HL rows 8 & 9, RC, Insert. Then I:Copy the complete rows 6 & 7 and I:Paste into A8.  Provided you highlighted the entire rows and not individual cells when copying this will have worked for the monthly Budget, the YTD Budget, all 12 Trading Results and the Cash Flow too. 
BUT you will have to go through all the templates and update what is now row 15 to include the newly inserted category from row 9 as follows :

For the monthly P & L Budget in D15 amend the formula to be “+D5+D7+D9+D11+D13”. Do the same for August. You can then copy/paste special August row 15 to the 10 other months.
It’s not necessary to do this for the YTD Budget because the formulae are different and are alright. 

July Trading Result needs AQ15 amended to add AQ9. Then copy this to the other 11 months.
The Cash Flow forecast doesn’t need amending because the autosum automatically includes row 9.
Do the same for COGS and Direct Labour. HL what will then be rows 19 and 25 and insert. Copy rows 18 and 24 into the newly formed rows. Their totals do not need correcting. Check if you insert in Admin/Sales Staff that the superannuation and workcover formulae include the addition.

9.3 Amending the main headings

If your business doesn’t require the COGS , or the Direct Labour or the Contribution headings you can simply hide these rows and the mathematics will be preserved.

9.4 Amending Overheads and Other Outflows

Insert the number of additional rows you want between rows 35 and 48 for Overheads or rows 52 and 56 for Other Outflows. HL the row above the new rows and autocopy the row down over the newly inserted rows. The autosumming is preserved.
9.5 Publishing Trading Results

Select the columns you want to print or publish by hiding (5.4.8) all the others. Then refer to (5.7) for printing. There is no need to set Print Area just because you have hidden columns.
10 SECTION 10: MORE ADVANCED BUT STILL EASY TECHNIQUES
10.1 Special formulae in the fx box
10.1.1 Introduction
Click on the “fx” to the left of the fx box (2.2.5). This will show a dialogue box called “Insert Function”. The first box, “Type a description…”, can be helpful but often doesn’t work well unless you know the right computerspeak words to type. Click the down arrow in the “Select a Category” box and you can view all the functions available, by type, and if you click “All” you can scroll through every function. This is great if you are an engineer or statistician but even for you and me there are a few useful ones to note here. 
Try this: Type “-5” into cell G15. Click fx, in “Select a Category” click “All” and click the first one “ABS”. Below the large white drop down box is the formula “ABS(number)”- they have omitted the “=” that comes before all formulae, i.e. “=ABS(number). Click “Cancel” to close the dialogue box. Now click on cell G16 and enter “=ABS(G15)”. The result is 5 because the ABS function returns the number regardless whether it’s a plus or minus.
Delete G16 and repeat the exercise, Click G16, click fx, click ABS and this time instead of clicking “Cancel” on the dialogue box click “OK”. This new box shows the function arguments and you’ll see the function formula now waiting in G16 and the cursor waiting in the white box. If you click on G15, Enter, G15 gets entered in the formula and both the dialogue box and the cell G16 show the result, 5.
This latter way can be cumbersome and it is usually better to understand how to write the formula and then type it in yourself, e.g. in G16 you would have typed “=ABS(G15)”. NB you can use lower case.
The description given is often difficult to understand because of the geek language used but if you click the blue words “Help on this function”, bottom left, the help notes really do and the examples given show how the function works. 
Some useful functions are described below but there are many more and it will pay you to persist if you know what you want to achieve. Even the M:Help can be useful here!
10.1.2 Max, Min, Average
Type some random numbers into 4 cells. Click a fifth cell and enter “=MAX(cell1,cell2,cell3,cell4)”, Enter. This enters in cell 5 whichever value of the 4 cells 1 to 4 is the maximum. Minimum and Average work similarly.

10.1.3 Round
Type into a cell the number 12345.67. Type into a second cell “=ROUND(cell1,0). This returns a result rounded to zero decimal places, i.e.12346. Now change the 0 to 1, Enter. This rounds down to 1 decimal place i.e. 12345.7. Change the 1 to -1 and the number is rounded up one place to the nearest ten. 12350. Change the -1 to -3 and the answer, rounded to the nearest thousand is 12000.

10.1.4 Concatenate
There’s one for the scrabble enthusiasts! It means to string together. In cell 1 type “1 am ” with a space after “am”, in cell 2 type “64” and in cell 3 type “ years old, but don’t feel it!” with a space before “years”. In cell 4 type “=concatenate(cell1,cell2,cell3), Enter, and you get the whole sentence
stringing together the 3 cells into one. Luckily there’s another way to do this which doesn’t require you to remember how to spell concatenate. This is to type”=cell1&cell2&cell3”, Enter. You link the 3 cells with ampisands (&).
You can combine numbers from another cell into text in the same way. Enter 64 into cell A1. Type into another cell the following as spelt out here “equals sign, open inverted commas, I am, space, close inverted commas, ampisand, A1, ampisand, open inverted commas, space, years old and don’t feel it, close inverted commas”, Enter. Now you can change the 64 in cell A1 and the sentence will change accordingly.
10.1.5 Power
 Four times four, or four squared, is sixteen. Four cubed is 64. You write this as “=power(4,3)” where 4 is the number and 3 the power, here it’s cubed. Square roots use a minus power. The square root of 4 is 2 and is written “=power(4,-2)”.

10.1.6 Look Up
You can set up a table of related info and “look up” info in it. The best way of demonstrating this is in the 2 examples below. The grey shaded areas show the look up tables. You can look up vertically or horizontally. If you are specifying a word to be looked up like Customer 1, you need to put inverted commas around it. This is not needed if you’re looking up a number. The items you are going to look up by, e.g. customers, must always be in ascending order.

10.2 If only I knew how to do IF!

Spend 10 minutes and you will! IF is one of the more useful tools in the fx box and needs a little more explanation than those above. IF poses a question and then provides one result if the answer is yes, or TRUE, and another result if the answer is no or FALSE. It can be helpful to draw a diagram to see this logic. Imagine in drawing up a Budget you, the proprietor, said if the month’s sales are over $100,000, I will budget to draw out $5,000 cash, but if they’re less than $100,000 I won’t draw out anything. You could enter an IF formula in the Proprietor’s drawings cell with the logic as below:

[image: image5]
The Excel formula is written as at the right which you can see in the fx box. The formula always starts “=IF(…”, then the question is posed (C4>100000), comma, then the yes result (5000), comma, then the no result (0), close bracket. 
You can use text instead of numbers by enclosing the text in inverted commas. For example you could type into B10:
=IF(B4=”Sales”,”Proprietor’s drawings”,””).

As soon as you typed “Sales” in B4, B10 would say “Proprietor’s drawings”. If B4 did not equal “Sales” B10 would be empty because “” signifies a word with no letters.
You can string IFs. Lets say your idea was if sales were over $100,000 you’d draw $5,000, if sales were over $50,000, you’d only draw $2,000 otherwise you’d draw nothing


[image: image6]
This formula would be written in Excel “=IF(B4>100000,5000,IF(B4>50000,2000,0))”
Note the brackets closing have to equal the number of IF brackets opening, in this case 2 IFs. 

The above example strings together IFs through the “no” route. You can also string together IFs through the “yes” route. In the above you could change the “If yes, 5000” result to become IF sales > $150,000, $10,000 drawing, if not, $5,000. When taking this route you must end the string through the yes route with a comma, see the formula below the diagram.

[image: image7]
This formula would be written in Excel as:

=IF(B4>100000,IF(B4>150000,10000,5000),IF(B4>50000,2000,0)). The bracketing follows the strings. Complex formulae like these require some practice but it will come with familiarity.

10.3 Data functions
10.3.1 M:Data, Sort
Type 6 random numbers in a list down. Type 6 random letters down, alongside and to the right of the numbers. HL the 12 cells, M:Data, Sort and a Sort dialogue box comes up. Choose what to sort by, the column for the numbers or that for the letters. Choose ascending or descending. At the bottom, click “No Header Row” because there is no heading row to either column of data, then OK. The data is sorted by the criteria you selected. If there had been a heading row and you had included it in the area you selected to be sorted, you’d have needed to tick the “Header Row” button. If you have a large table of data you can sort first by one criterion, then by a second and even by a third.
10.3.2 M:Data, Filter
Type a table similar to the above with 6 numbers and 6 letters but put in a heading at the top of each column. Highlight the 14 cells including the heading and M:Data, Filter and click on Autofilter. This has put 2 down arrows at the top of the data columns alongside the headings. By clicking on the arrow you can sort all or filter out all except the item you nominate. Re-click the arrow and choose “All” to get the entire list back. “(Custom)” allows you to be more selective in how you filter. Click the top left box “equals” and see the alternatives, click the top right box to select the data. You can add a second level of filtering via the “and/or” buttons. To remove Autofilter click M:Data, Filter and turn the autofilter button off.
10.3.3 M:Data, Subtotal
The example below illustrates subtotalling. You ideally need a heading (e.g. sales) immediately above the numbers to be subtotalled and the headings to the left (e.g. Customers) otherwise Excel isn’t sure what to subtotal. When you HL the area shown and click M:Data, Subtotal the dialogue box shown is offered which is fairly self explanatory. There are a number of quirks in how subtotalling works which are beyond these Notes but it is not difficult to explore these on your own. You can have up to 3 levels of subtotalling.

10.4 Conditional formatting
You can set up cells so their formats change according the cell’s value. Type 25 into a cell. M:Format, Conditional Formatting. Click the box showing “between” and select “equal to”. Type 25 into the next box to the right. 

Click “Format”, “Patterns” and select red, OK, OK. 
[image: image8.png]Plromacels - -
Fort | order | pattoms | T 3

Cellshading
Colr

CE e

ooooooog
ample oK Cancel

pattern: E





Now, when that cell is equal to 25 the cell goes red! Otherwise it stays its usual colour, which you could make say green, I;Fill Colour, green. Formatting options also include changing the Font and changing the Borders.
This is based on the cell’s value. You can also make the formatting depend on any other formula. If you type 10 into a nearby cell, click the 25 cell, go to Conditional Formatting and in the left hand box click the arrow and “Formula Is” then type into the right hand box the formula “nearby cell = 10”, the red formatting of 25 will depend whether the nearby cell is 10 or not. You can add up to three alternative formatting conditions and Excel with typical logic will apply whichever condition is satisfied first, then the next etc.
10.5 Drawing
Go to M:View, Toolbars and click on the “Drawing” toolbar. This is usually placed at the bottom of the screen. A wide range of icons are shown and the most useful are Autoshapes, lines, arrows and squares. Click the arrow icon, click anywhere on the screen to start the arrow and drag to extend it. Reposition it by clicking and dragging the small circles at its ends. Try a square. If you grab the green blob with the cursor you can rotate the square. There are many features to manipulate these drawing shapes which can be accessed either by double clicking on the shape or HL then RC. Text can be added to shapes.
10.6 Charting
There is an icon at the top towards the right (hover = Chart Wizard). This allows you to easily chart an array of figures. The wizard takes you through a five stage process to produce a chart. If kept simple it works well and hardly needs description here. You HL the area of cells to be charted, work through the wizard and end up with a chart. Axis details and scales can get tricky but otherwise it’s straightforward and, as usual, practice is the best experience.
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Paragraph

######

Error result




2.2.5

#DIV/0!  

Error result




2.2.5
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Error result




2.2.5

#REF



Error result




2.2.5




#VALUE!  


Error result




2.2.5

Accountant


presentation of annual accounts
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Accountant


software advice



6.4

Accounting


periods or months or periods in a year
6.5

Actual figures


entering in Trading Results


8.3

Addition


how to enter formula



3.4.2

Admin/Sales Staff

in cash flow




4.1.5

Admin/Sales Staff

in P & L Budget



7.2.6

Align 



icon for left, centre or right


3.2.12
Arrows



back, green one on filing dialogue box
2.5;  5.6.2

Arrows



cursor, 2 headed, L & R, to adjust widths
3.3.13

Arrows



cursor, 4 headed, to move a cell

2.3.8

Arrows



by icons, for drop down boxes

3.2.1

Arrows



on keyboard, up, down, right or left

2.4

Arrows



in menus, right and down


3.1.1

Autocopy


automatic sequences



2.3.9

Autocopy


how to





2.3.9
Autosave


how to set to desired time interval

3.2.4

Autosave


limitation on undo icon


3.2.4

Autosum


how to





3.2.8

Average


formula to do this



10.1.2

Bank balance


opening and closing



4.1.8

Bold



icon
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Borders 


how to apply to cells



3.3.10;  3.2.14

Borders


within conditional formatting


10.4

Borders


icon





3.2.14

Brackets


in IF formulae




10.2


 

Brackets


in mathematical formulae


5.5.4

Budget



benefits for your business


6.2.4

Budget



entering data




7.2

Budget



phasing




7.22

Budget



why your business needs one


6.2

Budget



profit and loss headings


6.3

Budget



template, setting up



7.1

Capital expenditure

outflow




4.1.7

Capital expenditure

depreciation




6.3.6

Capitals lock


key and light on keyboard


2.4

 

Cash flow


entering data




4.3

Cash flow


forecast 




4

Cash flow


headings used




4.1

Cash flow


inflows




4.1.2
Cash flow


maximising




4.3.2

Cash flow


outflows, see Outflows


4.3.3

Cash flow


template, setting up



4.2

Categories


amending to suit your business

9.1

Categories


explanation of, splitting P & L into

6.4

Categories


examples for different business types
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Cell



colour





3.2.15

Cell



copying





3.2.5;  3.3.2

Cell



dragging




2.3.4

Cell



entering into




2.2.5

Cell



highlight




2.3.5

Cell



matrix of





2.2.1

Cell



moving




2.3.8

Cell



number




2.2.1

Charting


icon





3.2.1

Circular formulae

error warning




5.5.5;   2.2.5
Clear



contents of a cell



3.3.5;   2.2.5



Click 



see Mouse for all click items


2.3

Clipboard


what is it




3.2.5

Closing


file





2.5



Closing


screen, icon for



2.2.6

COGS



see Cost of Goods Sold


6.3.2

Colour



cell/area, column or row


3.2.15

Colour



conditional formatting



10.4
Colour



font





3.2.10

Colour



patterns




5.4.6

Colour



icon





3.2.15
Colour



sheet or tab




5.1.1

Column


copying




3.2.5;   3.3.2

Column


highlighting




2.3.5

Column


inserting 




5.4.2

Column


width adjustment 



3.3.13

Comma style


icon





5.3.3

Comment


edit, insert, show / hide


5.4.3



Company tax


in cash flow




4.3.9
Concatenate


formula




10.1.4
Conditional formatting
function




10.4
Constant


multiplication or division


5.5.3
Contribution


concept in P & L Budget


6.3.4
Control 


key, use for highlighting


2.3.6

Copy



autocopying




2.3.9

Copy



comments only



5.2.1

Copy



format painter




3.2.6

Copy



formats only




5.2.1

Copy



formulae only




5.2.1

Copy



from cell/area to cell/area


3.2.5;  3.3.2

Copy



values only




5.2.1

Cost of Goods Sold

how to calculate



7.2.4

Cost of Goods Sold

in cash flow




4.1.3;   4.3.4

Cost of Goods Sold

in P & L Budget



6.3.2;   7.2.4;   

Cost of Goods Sold

relationship with stock


8.3.3

Cost of Goods Sold

amending or deleting to suit your business
9.2

Creditors


relating to cash flow



4.3.4;   4.3.7
Currency


format





3.3.8;   5.3.3
Cursor 



2 headed, left right arrow, for width

3.3.13
Cursor 



arrow, for pointing



2.3.1

Cursor 



bar, for text




2.3.1

Cursor 



cross, for highlighting



2.3.5

Cursor



4 headed arrow, for moving


2.3.8

Cursor



click away




2.3.11

Cursor



cross, for dragging



2.3.4

Cursor



solid plus, for autocopying


2.3.9
Cut



icon





3.2.5

Cut



right click




3.3.2

Data 



filter





10.3.2

Data 



menu





10.3

Data 



sort





10.3.1

Data 



subtotal




10.3.3

Date



setting date format in a cell


3.3.8

Date



appears as a number



3.3.8

Debtors


effect on cash flow



4.3.2
Decimals 


how to set the number of places

3.3.8

Decimals 


increase and decrease



5.3.3

Decimals 


relationship to percentage


5.5.2

Decrease Indent

icon





3.2.13
Delete



cells/areas, columns and rows


5.4.2

Delete



comments




5.4.3

Delete



keyboard key




2.2.5;   2.4

Delete



sheets and tabs 



5.1.1

Depreciation


in cash flow




4.3.7




Depreciation


in P & L Budget



6.3.6

Desktop


finding the Excel icon



2.1

Desktop


use of in relocating files


5.6.4

Dialogue box


example of




2.5

Direct costs


accounting concept



4.1.4

Direct Labour


in cash flow




4.1.4;   4.3.5

Direct Labour


in P & L Budget



6.3.3;   7.2.5


Direct Labour


amending or deleting to suit your business
9.2

Division


how to enter formula



3.4.3

Double click


see Mouse




2.3.3
Dragging 


see Mouse




2.3.4

Drawing


toolbar and description


10.5

Drawings


proprietor’s




4.1.7;  4.3.11

Edit



comment




5.4.3
Edit



menu





5.2

Enter



after formulae




2.3.11;  3.4.1

Enter



literally, e.g. mobile no. starting with zero
5.5.1


Equals



sign used in formulae



3.4.1

Error results


#DIV/0! #NAME #REF# VALUE! ######
5.5.5

Escape



key





2.2.5;   2.4;   3.4.1

Estimating


help on
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Excel Practice folder

suggested to be set up



2.5

File 



menu





3.1.2

File 



naming





2.5;   3.1.2

File 



opening and closing



2.5;   5.6

File 



retrieving




2.5
File 



saving and saving as



2.5;  3.1.2;  3.2.4

File 



screen title boxes



2.2.4

Filing



hierarchy




5.6.1
Filing



moving up and down the hierarchy

2.5;  5.6.2
Filing



setting up a system



5.6
Fill Colour


icon





3.2.15

Filter



how to apply to data



10.3.2
Find and Replace

menu





5.2.3

Fixed costs


accounting concept



6.3.4
Folder



create new




5.6.3

Folder



organisation of 



5.6.1

Font Colour


icon





3.2.15
Font Size


icon





3.2.10
Font Style


icon





3.2.10

Format 


alignment, merge and wrap for cells

5.4.4;  5.3.2

Format 


borders





3.3.10

Format 


colours and patterns



3.2.15;   5.4.6

Format 


font size, colour and style


5.4.5

Format



menu
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Format 


number, currency, date, % etc in cells
3.3.8

Format 


painter, for copying formats


3.2.6

Format 


protection and hiding formulae

5.4.7

Formula


auditing toolbar (precedents & dependants)
5.2.5

Formula


how to enter




3.4

Formula


special ones in the fx box


10.1

Freeze panes 


windows menu, how to


3.1.3
fx box



function box




2.2.5

Gross Profit 


definition




6.3.4

Gross Profit 


in P & L Budget



6.3.4

GST



in cash flow




4.1.7

GST



in P & L Budget



7.2.1;  7.2.8

Headings


amend cash flow to suit your business
4.1.1

Headings


amend P & L to suit your business

9.2
Heirarchy


filing system




5.6.1

Heirarchy


how to move up and down it


2.5;   5.6.2

Help 



menu
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Hide



columns or rows



5.4.8

Highlight


cell/area, column or row


2.3.5;   2.3.6

Hover



cursor





2.3.7

Icons



index to all those described in the Notes
Appendix 5

IF



formula, how to apply



10.2

Increase 


decimal places




5.3.3

Increase


indent





3.2.13

Indirect costs


accounting concept



4.1.4

Inflow



of cash





4.3.2
Insert 



cells/areas, columns or rows


5.4.2

Insert 



comments




5.4.3

Insert 



menu
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Insert 



worksheets or tabs



5.1.1

Inverted commas 

around formulae in these Notes 

2.2.5

Invoices


timing of




4.3.2

Italics



icon





3.2.11

Keys on keyboard

add, subtract, multiply, divide


2.4

Keys on keyboard

arrows, up, down, left, right


2.4

Keys on keyboard

capitals lock 




2.4

Keys on keyboard

control 




2.3.6

Keys on keyboard

delete 





2.2.5;   2.4

Keys on keyboard

enter





2.3.11;   3.4.1

Keys on keyboard

equals sign




3.4.1

Keys on keyboard

escape





2.2.5;   2.4;   3.4.1

Keys on keyboard

number lock




2.4

Keyboard


numerical




2.4

Layering


of windows file screens


2.2.4

Left click


see Mouse




2.3.2

Literal
text


see Enter, literally



5.5.1

Loans



interest and capital repayment

4.3.12

Loans



to and from proprietors


4.3.12
Look Up tables

how to set up and use



10.1.6
Materials 


outflow




4.1.3;   4.3.4

Materials 


purchased




4.3.4;   6.3.2;   7.2.4

Mathematics


in formulae




5.5.4
Matrix 



of cells





2.2.1
Maximum


formula to do this



10.1.2

Menu



index to all those described in the Notes
Appendix 4

Merge and Centre

icon





5.3.2
Minimising a screen

icon





2.2.6


Minimum


formula to do this



10.1.2

Mouse



eleven ways of using



2.3

Move



cells/areas, columns or rows


2.3.8

Multiple worksheets

using formulae between


5.1



Multiplication


how to enter formula



3.4.3

Name box


in saving a file




2.5

Net Cash Flow

result of spreadsheet



4.1.8
New file


icon





3.2.2
Numbers 


accounting, currency, %, dates

3.3.8

Numbers 


lock, key and light on keyboard 

2.4

Numbers 


to decimal places



3.3.8

Numerical keypad

use of





2.4

On costs


employee, examples



4.3.5

Open file


icon





3.2.3
Outflows


admin/sales staff



4.1.5

Outflows


capital expenditure



4.1.7

Outflows


materials for COGS



4.1.3

Outflows


company tax




4.1.7

Outflows


direct labour




4.1.4

Outflows


GST





4.1.7

Outflows


loan repayments



4.1.7

Outflows


overheads




4.1.6

Outflows


proprietor’s drawings



4.1.7

Overheads


amend to suit your business


4.1.6;   9.3


Overheads


in cash flow




4.1.6;   4.3.7

Overheads


in P & L Budget



4.1.6;   7.2.7

Overheads


list of typical 
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Overheads


phasing




7.2.7

Overtime


example including this


4.3.5

P & L Budget 


benefits of




6.2;   6.2.4

P & L Budget 


difference from cash flow


6.1

P & L Budget 


entering data




7.2

P & L Budget 


headings used




6.3

P & L Budget 


in Trading Results



8.2.4;   8.2.5;   8.2.6

P & L Budget 


template, setting up



7.1

P & L Budget 


why you need one



6.2

P & L Budget 


year to date (YTD) concept


8.2.2

Page Break Preview

in printing




5.7.3
Paste Special


menu





5.2.1

Paste



icon





3.2.5
Patterns


format





5.4.6

Payroll tax


example




4.3.5


Percentages


concept




5.5.2

Percentages


and decimal places



5.5.2

Percentages


formatting cells



3.3.8

Phasing


in Budget




7.2  

Power



formula for




10.1.5



Print 



area, how to set



5.7.1
Print 



print preview, icon



5.7
Print



how to





5.7

Print



icon





5.7

Printing


Trading Results



9.4



Profit & Loss 


see P & L Budget, above
Proprietor’s drawings

in cash flow




4.1.7;   4.3.11


Protection


how to protect a worksheet


5.4.7 




Purchases


in cash flow




4.3.4

Purchases


in the P & L Budget



7.2.4

Redo



icon





3.2.7
Return key


see Enter key, above

Right click 


clear contents




3.3.5
Right click 


column widths and row heights

3.3.13


Right click 


cut, copy and paste



3.3.2
Right click 


format, alignment



5.4.4
Right click 


format, borders



3.3.10
Right click 


format, cells




3.3.7
Right click 


format, font




5.4.5
Right click 


format, number



3.3.8
Right click 


format, patterns



5.4.6
Right click 


format, protection



5.4.7
Right click 


hide and unhide



5.4.8
Right click 


insert and delete



5.4.2
Right click 


insert comment



5.4.3
Right click 


mouse





2.3.10
Right click 


paste special




5.2.1
Rounding


how Excel does this



3.4.5
Row 



copy





3.2.5

Row 



height





3.3.13

Row 



highlight




2.3.5

Row 



insert





5.4.2

Row 



number




2.2.1



Salaries


in cash flow




4.1.5;   4.3.5;   4.3.6

Salaries


in the P & L Budget



7.2.5;   7.2.6

Sales



estimating




7.2.3




Sales



in cash flow




4.1.2;   4.3.2

Sales



in P & L Budget



6.3.1;   7.2.3

Sales



phasing




6.5;   7.2.2

Save 



icon





3.2.4

Save As


menu





3.1.2

Saving



files





2.5

Screen



description




2.2
Scroll 



arrow, bars, indicator



2.2.2

Sheet



see Tabs and Worksheet 


2.2.3;   5.1.1

Shortcut icons


see Icons, above



Sort



how to apply to data



10.3.1


Spreadsheet


see Worksheet, below

Stock



in cash flow




4.3.4

Stock



in P & L Budget



7.2.4;   7.2.8;   8.3.3

Stock



opening and closing



8.3.3

Stock



relation to COGS



8.3.3
Subcontractors


in cash flow




4.3.6
Subcontractors


in P & L Budget



7.2.6
Subtotal


how to apply to data



10.3.3
Subtraction


how to enter formula



3.4.2

Superannuation
 
in cash flow




4.3.5
Superannuation

in P & L Budget



7.2.6




Symbols


see Icons, above

Tabs



colouring, renaming, rearranging order
5.1.1

Tabs



also see Worksheet, below

Template


amend to suit your business


91;   9.2;   9.3

Template


P & L Budget




7.1

Template


simple cash flow



4.2

Template


Trading Results



8.2

Template


using to run your business


8.3
Text



entering in cells formatted as a number
3.3.8
The Excel screen

explanation




2.2

Title boxes


explanation




2.2.4

Toolbars


setting up at start



3.2.1

Tools 



menu
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Tools 



options described



5.2.4
Top title bar


description




2.2.6

Top title bar


icons within it, close, minimise, recover
2.2.6

Trace dependant

see Formula auditing



5.2.5

Trace precedent

see Formula auditing



5.2.5

Trading Results

entering actual data



8.3

Trading Results

templates




8.2

Trading Results

using them to run your business

8.3

Trading terms


effect on cash flow



4.3.2

Turn computer on

how to





2.1
Underline


icon





3.2.11
Undo



icon





3.2.7

Unhide 


columns or rows



5.4.8

Up one level


icon





2.5;   5.6.2

Variable costs


accounting concept



6.3.4

View 



menu
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Wages



in cash flow




4.1.5;   4.3.5;   4.3.6

Wages



in the P & L Budget



7.2.5;   7.2.6

Window 


menu
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Windows system

multiple screens



2.2.4

Windows title boxes

explanation




2.2.4
Workbook


definition




3.2.2

Workcover


in P & L Budget



7.2.6

Worksheet


definition




2.5

Worksheet


formulae between



5.1.2

Worksheet


highlighting




2.3.5

Worksheet


inserting and deleting



5.1.1

Worksheet


opening




2.5

Worksheet


saving and saving as



2.5;   3.1.2

YTD 



admin / sales staff



8.3.2
YTD 



budget – setting it up



8.2.3
YTD 



COGS





8.3.3
YTD 



direct labour




8.3.4
YTD 



figures – why use these


8.2.2
YTD 



overheads




8.3.6
Zoom



icon





3.2.9
Appendix 3 :  List of abbreviations used 
(3.4.2) The paragraph number to refer to

A1

The cell at the intersection of column A and row 1

A1:D1

For example, the 4 cells from A1 to D1

A1:D8

For example, the 32 cells in the area between A1 and D8

CA

Click Away (2.3.11)

Click

Single left click of the mouse (2.3.2)

ConHL
Highlight while holding down the control key for multiple areas (2.3.6)

DC

Double left click of the mouse (2.3.3)

fx box

The function box above the screen matrix (2.2.5)

HL

Highlight a cell, area of cells, column or row (2.3.5)

I:Zoom
 etc
The icon called Zoom, and any other name

M:File etc
The menu called File, and any other name

RC

Single right click of the mouse (2.3.10)

Appendix 4 :  List of Excel menus

“n/a” means the item is not discussed in the Notes.

Text paragraph

 
3.2.2


3.2.3


n/a


3.2.4


3.1.2


n/a


n/a


n/a


n/a


n/a


5.7.2


5.7.1


5.7.2


5.7.4


n/a


n/a


   
n/a


n/a


n/a



3.2.5


5.7.2




3.2.5


n/a




3.2.5


3.2.1


3.2.5


3.2.1


5.2.1


3.2.1


n/a


5.7.2


3.2.15


3.3.6


3.3.5


n/a


n/a


n/a


n/a


3.2.9


n/a





5.2.3


5.2.3


n/a


Text paragraph


5.4.2


3.3.7


5.4.2


3.3.7


5.4.2


3.3.7


5.1.1


3.3.7


n/a


n/a


n/a


10.4


n/a


n/a


2.2.5


n/a


5.4.3


n/a


n/a


n/a


n/a






n/a


10.3.1


n/a


10.3.2 
5.2.4


n/a


n/a


10.3.3


n/a


n/a


n/a


n/a
n/a


n/a


n/a


n/a


5.4.7


n/a


n/a


n/a


n/a


n/a


n/a


n/a


5.2.5


n/a


n/a


n/a


n/a


n/a


n/a


5.2.4

Text paragraph



n/a


See below


n/a


n/a


5.4.8


n/a


n/a


3.1.3


n/a


The trick in using Microsoft Help is to know the right words to search by which is not easy because if you did, you probably wouldn’t be using help in the first place.

Clicking the “Table of Contents” can assist otherwise it’s usually a matter of perseverance. Once you do find the topic you want, the text explaining the item can be a bit geeky but often there are examples which make it easier to follow.
Appendix 5 :  List of Excel icons   (with references to text paragraphs)

     New   Open   Save    n/a      n/a       Print    Print     n/a     n/a        Cut    Copy     Paste    Format                         .                                                                        Preview                                                           Painter

   3.2.2    3.2.3    3.2.4                           5.7.4    5.7.1                          3.2.5   3.2.5    3.2.5      3.2.6                                                      




   Undo       Redo           n/a     Autosum   n/a       n/a       Chart      n/a        Zoom            Help

                                                                                          Wizard    

   3.2.7        3.2.7                     3.2.8                                  10.6                     3.2.9                     

   

      Font Style                                     Font Size    Bold        Underline           Align              Merge &

                                                                                        Italics               Left-Centre-Right   Centre

      3.2.10                                           3.2.10        3.2.11  3.2.11  3.2.11           3.2.12             5.3.2   


 n/a      n/a       n/a       n/a      n/a          Indent         Border    Fill Cell     Font

                                                     Decrease-Increase              Colour       Colour

                                                             3.2.13          3.2.14     3.2.15        3.2.15
Appendix 6 :  List of overhead expense headings

Below is a list of overhead headings from which you can select those that apply to your business. There are no right or wrong headings and headings can be combined if desired e.g. Advertising & promotion. Additional headings can be used if those below do not cover a cost area unique to your business. 

Most accounting software can be set up to enable a number of ledgers to be subtotalled into a consolidated overhead expense. For example Motor vehicle expenses can be the subtotal of the five individual ledgers for lease costs, registration, insurance, petrol, & servicing/repairs. It is more convenient for analysis and for finding invoices to have many ledgers each for a specific type of expense rather than a few ledgers with different types of expenses contained in them.

Your accountant should be a valued business advisor, not someone who you see once a year and pay as little as possible and he should be able to advise you on the best way to set this up. However be aware some accounting practices prefer to stick with their own software’s standard overhead headings when they do your annual accounts as it keeps it simple for their staff. Do not let this happen, insist your accounts are provided with headings that suit your business and that you understand.

Certain items should not be included in overheads because they should be included elsewhere in the P & L Budget as indicated in the brackets :

Closing stock (Part of COGS)

Company tax (Cash Flow not P & L)

Cost of goods sold (Cost of goods sold)

GST (Cash Flow not P & L)

Opening stock (Part of COGS)

Payroll tax (Labour or Staff)

Proprietor’s drawings (Labour or Staff)

Purchases (Part of COGS)

Salaries, bonuses (Labour or Staff)

Subcontractors (Labour or Staff)

Superannuation (Labour or Staff)

Wages (Labour or Staff)

Workcover (Labour or Staff)

On the next page is a list of typical overhead headings, many of which can be broken down into more detailed sub-headings each of which could have its own ledger in you accounting software An example of this for Motor Vehicles is discussed above and illustrated in paragraph 7.2.8 of the Notes. 

Typical overhead headings

Advertising

Bad debts

Banking

Cleaning

Commissions

Consulting

Data processing

Depreciation

Discounts or Rebates (possibly better to reduce these off the sales figures rather than enter here)

FBT

Financial services (accounting, auditing etc)

Freight (outwards. Inwards freight is part of COGS)
General

Gifts & donations

Government duties

HR or Personnel (inc recruiting)

Insurance

Interest

Legal

Light & power

Loan repayments

Marketing

Motor vehicles 

Printing & Stationery

Professional services

Promotion

Rates and outgoings (if property owned by the business)

Rent and outgoings (if renting)

Repairs & maintenance

Research & development

Staff amenities

Taxes (not GST or Company tax, see previous page)

Telephones & postage

Training

Travel & accommodation

Website

Appendix 7 :  Examples of trading categories
If you can break down your business into its natural categories your Budget will become more accurate in forecasting and more useful in controlling the business. A business’s activity can usually be split into categories according to what it produces or what it sells. Your Budget will be more accurate and more useful if it is split into categories. Shown below are 6 businesses and an example of their possible categories.

White Goods Manufacturer
Newsagent
Website designer
Fridges  
Newspapers
Web design


Washing machines
Stationary
Website hosting

Ovens
Magazines
Maintenance work



Dishwashers
Lottery products
Graphic design

Builder
IT consultant
Financial consultant

Government contracts
Corporate clients
Tax planning


Spec homes
Domestic clients
Superannuation


Project homes
Retail clients
Other 

Renovations/extensions

It is important to choose Categories that the business has information on because each month you will want to generate from your business’s information system the figures of Actual Sales, Actual COGS, Actual Labour and maybe even Actual Overheads split between these Categories. Most businesses have checkout or computer accounting systems that can easily be set up to do this. You may need to get help with this but it’s really worth doing properly as it will give you much better information on your business, for example the profitability of each Category. Even if this is might take a while to organize nevertheless set up you Budget Categories as you want them to be for the long term. You can expand the detail in the future as it becomes available.

Appendix 8 :  How to make estimates
If you don’t have any historical information for your business - it could be a start-up or the history might not be relevant because maybe it’s to do with the previous owner - then you have to make your estimates from scratch. This is often a big worry! How to do it? There’s no easy way but there are a number of approaches that, used together, may help. 

a) First try bracketing your estimates. What is the best you think you might do? Then what’s the worst that might happen? Somewhere in the middle is likely to be the truth.

b) Build the annual sales estimate up by its components. There are three components you can split an annual sales estimate into, sales by each product or category, sales by each major customer and sales by each month. All three approaches obviously must come to the same end result. It may be easy to justify your estimate of sales by product but when you add up what each major customer has to buy this may look optimistic. Or when you phase the sales by month, some months may look optimistic.

c) Think through what might typically happen in a week of business. Make your estimate of the week’s sales and multiply by 50 (not much happens over New Year). For a new business weekly sales will obviously start off low and build up as the year goes on. Therefore you will need to build your Budget to show the weekly rate of sale growing through the year. Once you have built up sales in this way then look carefully at the total year figure and judge how realistic it looks. Then adjust the months and the year till you are comfortable with all the figures.

d) Do you have any market research or competitive information that will provide guidelines.

e) Build up the costs – how many hours labour to make one widget. What labour cost per hour, and don’t forget the on-costs e.g. super, bonuses, workcare. How many widgets in your year’s sales estimate. Similarly with overheads, add the vehicle rego’s, insurance, servicing, tyres, mileage and the cost of petrol and you’ll have an accurate year’s cost. There are no easy short cuts to getting it right.

f) Ask someone else – partner, business colleague, accountant. More opinions help realism.

g) Sleep on it! Each day you’ll have a different view, sometimes optimistic, sometimes pessimistic. Eventually you will reach a conclusion you are comfortable with.

2.2.1





2.2.5





2.2.6





2.2.7





HL single cell





2.2.2





2.2.4





2.2.3





HL  a column





HL a row





HL an area





“Save” Icon





Filing dialogue box





Create New Folder





Name and Save





Close file





Close dialogue box





Up one Level





Autocopy





12 sets of


Trading


Results





Actual vs Budget


Month & YTD





P & L Budget





Year to Date          basis





P & L Budget





Monthly           basis





Cash Flow





Monthly           basis


























Back





If no, $5,000





If now yes, $10,000





If now yes, $2,000





If yes, next IF is: Sales > $150,000?





If still no, zero





If no, next IF is: Sales > 50,000?





Sales >$100,000?





If now yes, $2,000





If yes, $5,000





If still no, zero





If no or FALSE, drawings is zero





If the Sales cell >100000 





If yes, or TRUE, drawings is 5000





If no, next IF is: Sales > $50,000?





Sales > $100,000?
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