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[bookmark: _Toc57984401]Key financial goals 
Financial goals are related to quantitative phenomenon of a business such as increasing net profit margin, and return on investment (Bahri et al., 2017). Bake & Take is a new business venture that aims to reach break-even point as early as possible. The company also aims to sustain in market, and therefore, it needs to earn minimum profit to continue its operational activities. Setting up a realistic goal depend on the extent to which a company can understand own strength and weaknesses in response to external pressure (Esmaeel et al., 2018). For example, covid-19 has changed customers demand, and companies are forced to close down high street operation in response to lockdown measure imposed by government. As a new business, the company is required to source enough fund to continue production, logistics, sales, operation management, and customer relationship management activities. Unique product quality, taste, and fast delivery system are key strengths of the company. The presence of competition is also required to consider while devising financial goals. In compliance with the current vision and mission of the company, the following financial goals are set up. 
· Reaching break-even point within 6 months of starting business 
· Increasing at least 10% sales by the end of first year 
· Generating at least 10% gross profit by the end of first year 
· Earning at least 8% net profit margin 
· Sourcing at least 100000 to address key financial requirements of the company 
[bookmark: _Toc57984402]Sources of found 
Sources of fund are defined a composition of both short- and long-term finance that helps continue key operational, administrative, and long-term business activities (Bahri et al., 2017). For example, in order to pay rent, electricity bill, purchase raw materials, and to continue key functional activities, it is required to source fund from a wide variety of source (Surasmi et al., 2019). It is assumed that the business will design its capital structure with the help of both short- and long-term financial sources. Equity finance comprises of shareholders’ investment. It is assumed that 50% of the capital structure is equity financed, and the rest of 50% will be debt finance. 
Equity finance 
In order to attract potential shareholders, a business pitch will be delivered on a certain time. Potential investors will be invited to join and understand how Bake & Take can add value for them. Crowd finance is another important source of finance for the company (Chandra, 2020).
Debt finance 
Bank loan is an effective source to collect fund. In this case, it is required to submit a sophisticated business plan and to justify the feasibility of business. It is also required to satisfy key bank requirements such as collateral (Chandra, 2020). However, in the UK, many banks such as Barclays, and HSBC offer loan with little condition to business.

Figure: key sources of finance 
The table illustrates key sources of finance 
	Sources of fund 
	Amount to be sourced 
	Justification of sources 

	Receive 20000 @ 6% interest from Barclay Bank 

	20000


	Barclay bank provides special loan for SME business, and the bank imposes little conditions such as collateral to support start up business (Chandra, 2020).


	Borrow money from friends and family members
	30000
	Friends and family are convenience source of finance. However, it is difficult to make friends and family understand about the future potentialities of business (Bahri et al., 2017).

	Savings and shareholders’ fund 
	50000
	Saving is the most important source of finance because it helps initiate preliminary business activities such as hiring business premise and continue key logistic activities. However, lack of savings may impose challenge to address key financial requirements of the business.







[bookmark: _Toc57984403]Key actions required to satisfy financial goals 
The table shows objectives and actions plan required to complete within a certain deadline 
	Objectives/ financial goals 
	Actions 
	Time plan 

	Reach break-even point within 6 months 
	Calculate total costs 
Identify contribution of per margin 
Keep record of sales, fixed, and variable costs 
	6 months 

	Increase 10% sales by the end of first year 
	Maintain a unique taste of product 
Collect quality raw materials and ingredients
Employ a sophisticated production method 
Ensure a good packaging system 
Provide staff training  

	1 year 

	Increase 10% return on investment 
	Improve production efficiency 
Increase economies of scale 
Provide staff training and development activities 
Develop organizational culture 
Leadership development 
Management improvement 
	1 year 

	Earn at least 10% net profit margin 
	Reduce operational cost 
Improvement of pricing strategy 
Continue marketing campaign 
Take control over administrative activities 
	1 year












[bookmark: _Toc57984404]Risk Management: Identifying, mitigating, and monitoring financial risks 
	Types of financial risks 
	Risk explanation 
	Likelihood 
	Impact 
	Risk score 
	Contingency plan 
	Risk owner 

	Credit risk 
	Fail to repay bank loan
	3
	3
	9
	Borrow money from friends and family 
	Mr. X

	Market risk 
	The rise of competition, and the presence of new entry may influence demand and supply of product 
	3
	4
	12
	Comply with market factor 
Strategy update 
	Mr. Y

	Insufficient fund 
	Ban may be discouraged to provide fund and equity finance may not work 
	3
	4
	12
	Use contingency source of finance 
	Mr. X

	Political risk 
	Political agenda may adversely affect to meet financial goals 
	2
	4
	8 
	Comply with political rules and regulations 
	Mr. X



[bookmark: _Toc57984405]Financial forecasting 
In attempting to forecast future financial performance, it has been forecasted three years net profit/loss account. It shows gross profit, operating profit, and net profit margin.
[bookmark: _Toc57984406]Forecast of Profit and loss 
	Particulars
	1st year  
	2nd year
	3rd year

	Sales 
	 £  70,000.00 
	 £  84,000.00 
	 £  100,800.00 

	Less cost of sales 
	
	 £                 -   
	 £                   -   

	Opening inventory
	 £                 -   
	 £                 -   
	 £                   -   

	Production
	 £  10,000.00 
	 £  12,000.00 
	 £    14,400.00 

	Closing inventory
	 £    2,000.00 
	 £    2,400.00 
	 £      2,880.00 

	Gross profit 
	 £  62,000.00 
	 £  74,400.00 
	 £    89,280.00 

	Less operating expense 
	
	 £                 -   
	 £                   -   

	Salary
	 £    8,000.00 
	 £    9,600.00 
	 £    11,520.00 

	Maintenance cost
	 £    1,000.00 
	 £    1,200.00 
	 £      1,440.00 

	Utility cost
	 £        500.00 
	 £        600.00 
	 £          720.00 

	Rent on premises
	 £    1,000.00 
	 £    1,200.00 
	 £      1,440.00 

	Insurance
	 £        300.00 
	 £        360.00 
	 £          432.00 

	Electricity cost
	 £        500.00 
	 £        600.00 
	 £          720.00 

	Administrative expenditure
	 £    2,000.00 
	 £    2,400.00 
	 £      2,880.00 

	Cost of operating and administration
	 £  13,300.00 
	 £  15,960.00 
	 £    19,152.00 

	Operating profit 
	 £  48,700.00 
	 £  58,440.00 
	 £    70,128.00 

	Less interest expense 
	 £    3,250.00 
	 £    3,900.00 
	 £      4,680.00 

	Profit before tax @ 20%
	 £  45,450.00 
	 £  54,540.00 
	 £    65,448.00 

	Less pay tax @ 20%
	 £    9,090.00 
	 £  10,908.00 
	 £    13,089.60 

	Profit after tax
	 £  36,360.00 
	 £  43,632.00 
	 £    52,358.40 



Key performance measures

Figure: key performance measures 
The above figure shows key performance measures such as sales, gross profit, operating profit, and profit after tax for three years.










[bookmark: _Toc57984407]Cash flow forecast 
12 months cash flow forecast has been shown in the following table highlighting change in cash position 

	Particulars 
	20-Dec
	21-Jan
	21-Feb
	21-Mar
	21-Apr
	21-May
	21-Jun
	21-Jul
	21-Aug
	21-Sep
	21-Oct
	21-Nov
	21-Dec

	Receipts
	
	
	
	
	
	
	
	
	
	
	
	
	

	Online sales
	 £             15,000 
	 £             16,500 
	 £             18,150 
	 £             19,965 
	 £               21,962 
	 £               24,158 
	 £               26,573 
	 £               29,231 
	 £               32,154 
	 £               35,369 
	 £               38,906 
	 £               42,797 
	 £               47,076 

	Takeaway 
	 £             20,000 
	 £             22,000 
	 £             24,200 
	 £             26,620 
	 £               29,282 
	 £               32,210 
	 £               35,431 
	 £               38,974 
	 £               42,872 
	 £               47,159 
	 £               51,875 
	 £               57,062 
	 £               62,769 

	Online delivery 
	 £             14,000 
	 £             15,400 
	 £             16,940 
	 £             18,634 
	 £               20,497 
	 £               22,547 
	 £               24,802 
	 £               27,282 
	 £               30,010 
	 £               33,011 
	 £               36,312 
	 £               39,944 
	 £               43,938 

	Offline 
	 £             10,000 
	 £             11,000 
	 £             12,100 
	 £             13,310 
	 £               14,641 
	 £               16,105 
	 £               17,716 
	 £               19,487 
	 £               21,436 
	 £               23,579 
	 £               25,937 
	 £               28,531 
	 £               31,384 

	others 
	 £             13,000 
	 £             14,300 
	 £             15,730 
	 £             17,303 
	 £               19,033 
	 £               20,937 
	 £               23,030 
	 £               25,333 
	 £               27,867 
	 £               30,653 
	 £               33,719 
	 £               37,091 
	 £               40,800 

	
	 £             72,000 
	 £             79,200 
	 £             87,120 
	 £             95,832 
	 £             105,415 
	 £             115,957 
	 £             127,552 
	 £             140,308 
	 £             154,338 
	 £             169,772 
	 £             186,749 
	 £             205,424 
	 £             225,967 

	Payments
	
	 £                      -   
	 £                      -   
	 £                      -   
	 £                        -   
	 £                        -   
	 £                        -   
	 £                        -   
	 £                        -   
	 £                        -   
	 £                        -   
	 £                        -   
	 £                        -   

	Raw materials 
	 £               8,000 
	 £               8,800 
	 £               9,680 
	 £             10,648 
	 £               11,713 
	 £               12,884 
	 £               14,172 
	 £               15,590 
	 £               17,149 
	 £               18,864 
	 £               20,750 
	 £               22,825 
	 £               25,107 

	Labor 
	 £               8,000 
	 £               8,800 
	 £               9,680 
	 £             10,648 
	 £               11,713 
	 £               12,884 
	 £               14,172 
	 £               15,590 
	 £               17,149 
	 £               18,864 
	 £               20,750 
	 £               22,825 
	 £               25,107 

	Rent
	 £               1,000 
	 £               1,100 
	 £               1,210 
	 £               1,331 
	 £                 1,464 
	 £                 1,611 
	 £                 1,772 
	 £                 1,949 
	 £                 2,144 
	 £                 2,358 
	 £                 2,594 
	 £                 2,853 
	 £                 3,138 

	Electricity 
	 £                   500 
	 £                   550 
	 £                   605 
	 £                   666 
	 £                     732 
	 £                     805 
	 £                     886 
	 £                     974 
	 £                 1,072 
	 £                 1,179 
	 £                 1,297 
	 £                 1,427 
	 £                 1,569 

	Insurance 
	 £                   400 
	 £                   440 
	 £                   484 
	 £                   532 
	 £                     586 
	 £                     644 
	 £                     709 
	 £                     779 
	 £                     857 
	 £                     943 
	 £                 1,037 
	 £                 1,141 
	 £                 1,255 

	Delivery cost
	 £                   800 
	 £                   880 
	 £                   968 
	 £               1,065 
	 £                 1,171 
	 £                 1,288 
	 £                 1,417 
	 £                 1,559 
	 £                 1,715 
	 £                 1,886 
	 £                 2,075 
	 £                 2,282 
	 £                 2,511 

	Maintenance 
	 £               1,000 
	 £               1,100 
	 £               1,210 
	 £               1,331 
	 £                 1,464 
	 £                 1,611 
	 £                 1,772 
	 £                 1,949 
	 £                 2,144 
	 £                 2,358 
	 £                 2,594 
	 £                 2,853 
	 £                 3,138 

	Administrative 
	 £               2,000 
	 £               2,200 
	 £               2,420 
	 £               2,662 
	 £                 2,928 
	 £                 3,221 
	 £                 3,543 
	 £                 3,897 
	 £                 4,287 
	 £                 4,716 
	 £                 5,187 
	 £                 5,706 
	 £                 6,277 

	
	 £             21,700 
	 £             23,870 
	 £             26,257 
	 £             28,883 
	 £               31,771 
	 £               34,948 
	 £               38,443 
	 £               42,287 
	 £               46,516 
	 £               51,167 
	 £               56,284 
	 £               61,913 
	 £               68,104 

	Change in cash position
	 £             50,300 
	 £             55,330 
	 £             60,863 
	 £             66,949 
	 £               73,644 
	 £               81,009 
	 £               89,110 
	 £               98,020 
	 £             107,823 
	 £             118,605 
	 £             130,465 
	 £             143,512 
	 £             157,863 

	Add opening cash balance
	 £                      -   
	 £             55,330 
	 £             60,863 
	 £             66,949 
	 £               73,644 
	 £               81,009 
	 £               89,110 
	 £               98,020 
	 £             107,823 
	 £             118,605 
	 £             130,465 
	 £             143,512 
	 £             157,863 

	Closing cash position 
	 £             50,300 
	 £             55,330 
	 £             60,863 
	 £             66,949 
	 £               73,644 
	 £               81,009 
	 £               89,110 
	 £               98,020 
	 £             107,823 
	 £             118,605 
	 £             130,465 
	 £             143,512 
	 £             157,863 



[bookmark: _Toc57984408][bookmark: _GoBack]Break even analysis
	Month
	Units sold
	Sales
	Contribution
	Fixed cost
	Variable cost
	Total cost
	Net income

	20-Dec
	 £           500 
	 £        1,000 
	-£           300 
	 £        800 
	 £           200 
	 £        1,000 
	 £               -   

	21-Jan
	 £           700 
	 £        1,400 
	-£           100 
	 £        800 
	 £           280 
	 £        1,080 
	 £           320 

	21-Feb
	 £           900 
	 £        1,800 
	 £           100 
	 £        800 
	 £           360 
	 £        1,160 
	 £           640 

	21-Mar
	 £        1,100 
	 £        2,200 
	 £           300 
	 £        800 
	 £           440 
	 £        1,240 
	 £           960 

	21-Apr
	 £        1,300 
	 £        2,600 
	 £           500 
	 £        800 
	 £           520 
	 £        1,320 
	 £        1,280 

	21-May
	 £        1,500 
	 £        3,000 
	 £           700 
	 £        800 
	 £           600 
	 £        1,400 
	 £        1,600 

	21-Jun
	 £        1,700 
	 £        3,400 
	 £           900 
	 £        800 
	 £           680 
	 £        1,480 
	 £        1,920 

	21-Jul
	 £        1,900 
	 £        3,800 
	 £        1,100 
	 £        800 
	 £           760 
	 £        1,560 
	 £        2,240 

	21-Aug
	 £        2,100 
	 £        4,200 
	 £        1,300 
	 £        800 
	 £           840 
	 £        1,640 
	 £        2,560 

	21-Sep
	 £        2,300 
	 £        4,600 
	 £        1,500 
	 £        800 
	 £           920 
	 £        1,720 
	 £        2,880 

	21-Oct
	 £        2,500 
	 £        5,000 
	 £        1,700 
	 £        800 
	 £        1,000 
	 £        1,800 
	 £        3,200 

	21-Nov
	 £        2,700 
	 £        5,400 
	 £        1,900 
	 £        800 
	 £        1,080 
	 £        1,880 
	 £        3,520 




[bookmark: _Toc57984409]Monitoring and controlling 
[bookmark: _Toc57984410]Variance analysis 
Identifying the discrepancy between actual and forecasted performance will be done by using variance analysis. It helps define a set of action plan that helps meet key financial goals and objectives (Chandra, 2020). 
[bookmark: _Toc57984411]Controlling 
Application of quality management models such as plan-do-check-act model would help take control over key financial activities for the business.


References
Bahri, M., St-Pierre, J., & Sakka, O. (2017). Performance measurement and management for manufacturing SMEs: a financial statement-based system. Measuring Business Excellence.
Esmaeel, R. I., Zakuan, N., Jamal, N. M., & Taherdoost, H. (2018). Understanding of business performance from the perspective of manufacturing strategies: fit manufacturing and overall equipment effectiveness. Procedia Manufacturing, 22, 998-1006.
Surasmi, I. A., Widari, D. A. P. N., Warmana, G. O., & Widnyana, I. W. (2019). The Impact of Business Risk on Dividend Policy in Manufacturing Companies Listed on Indonesia Stock Exchange. Academy of Social Science Journal, 4(11), 1488-1493.
Chandra, P. (2020). Fundamentals of Financial Management|. McGraw-Hill Education.

Key performance measures (KPMs)

1st year  	Sales 	Gross profit 	Operating profit 	Profit after tax	70000	62000	48700	36360	2nd year	Sales 	Gross profit 	Operating profit 	Profit after tax	84000	74400	58440	43632	3rd year	Sales 	Gross profit 	Operating profit 	Profit after tax	100800	89280	70128	52358.400000000001	



Break even-point

Units sold	500	700	900	1100	1300	1500	1700	1900	2100	2300	2500	2700	Total cost	1000	1080	1160	1240	1320	1400	1480	1560	1640	1720	1800	1880	Net income	0	320	640	960	1280	1600	1920	2240	2560	2880	3200	3520	




Amount to be sourced 	
Receive 20000 @ 6% interest from Barclay Bank 	Borrow money from friends and family members	Savings and shareholders’ fund 	20000	30000	50000	
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