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4.1.1 Demonstrate how to prepare a business case
For an organisation to evolve and grow it must improve premises or even add new premises. It must develop and ensure the future innovations are viable through a business case. To make an effective business case, financial data and financial risk must be assessed sufficiently. When the business case has been raised, it will determine whether it is a viable project. Different options will be evaluated showing a preferred option to which business case to move forward determined on three different considerations, cost, risk and potential outcome. The business case will determine viability of the proposal defining all the factors, details and management criteria involved. A business case enables project managers with guidance, progression and overall management of a project. 
When creating, a business case the format used should be similar to the following:
A. Title 
B. Introduction
C. Recommendations
D. Summary of results
E. Decisions to be taken
F. Business drivers
G. Scope
H. Financial metrics
I. Assumptions
J. Cash flow statement
K. Costs
L. Benefits
M. Risk
N. Strategic options
O. Opportunity costs
P. Conclusion
Q. Recommendations
[bookmark: _Hlk524619287]4.2.1 Critically assess the structure of a business

There are many different types of company within the UK its dependent on ownership and the company liability. These various types have different legal status which reflects is what they can achieve. Five of the most frequently used business types are as follows:

1. Limited company – It is instigated at Companies house in the form of a legal person. Responsible for its own liability and finances and its only liable for a business debt of equivalent to its own value. The same member can be owner and director, individual or as a group.
2. Partnership – When two or more people combine efforts to attempt to gain profit within a partner agreement.
3. Public limited company – A company whose ownership is available to the public were shares are bought and sold. When a Public limited company is started, it must have at least £50,000.
4. Sole trader – Is when the business is owned and run by one member who may or may not have employees. Owners are liable for any company debt and will have to pay it back, it is known as unlimited liability.
5. Co-operative – A company owned and controlled by a team of members with investment shared equally within the group.
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4.2.2 Evaluate the alternative sources of finance
Some guidelines used within organisations and business involving finance capital, this is broken down into two types:
one is internal which is the monetary value tied up within the organisation as in buildings, vehicles and profit put aside for future investment. Some of the advantages of internal source of capital is no interest payments, spares credit line and no influence of third parties. Some disadvantages can be no increase of capital; losses are non-tax-deductible and could prove expensive due to internal financing is non-deductible.
Secondly the external source of capital were companies float on the stock market or mortgages for example. Advantages will include spares credit line; no interest payments and capital is immediately available. Some dis advantages include no increase of capital and limited in volume (more capital available in the markets).
Finance is vital for continued organisation success and is closely tied in with marketing and production. Finance exists in production, human resources and marketing, no funds equals no operation.
4.3.1 Create and manage a budget
In the UK companies, must publish their annual accounts so to show company value transparency to stakeholders, investors, customers and employers. It’s acts as a monitoring system to give confidence and valuable information so the directors can be held responsible for the state of the company or organisation. There is a basic format in which the account must be submitted at the end of every financial year. It contains reports from both directors and auditors, profit and loss account and balance sheet.
1. Directors Report – Written by a non-independent accountant employed by the director outlining the company’s outcomes, this may include more than one directors input. Including financial summary and reference to the businesses performance.
2. Auditors Report – Written by an independent auditor, it has no input from any directors or any other internal personnel. It will assess information and act as a confirmation check to verify it is all legal and above board. The report will contain a lot of legal statements and shows business compliance.
3. Balance sheet – Will reveal the value of the organisation at that point in time including all assets. Please see below example reference new store set up table, page 5.
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New store set up

	Fixed Assets
	

	Fixed Assets Value			
	10,000

	Accumulated Depreciation        	
	(200)

	Total Fixed Assets 	         
	9,800

	Stock
	700

	Bank
	250

	Total Current Assets 	         
	950

	Total Assets	                               
	950

	
	

	Liabilities
	

	Loan				 
	200

	GPC card 	   		 
	80

	Total Liabilities			
	280

	 
	

	Net Assets 			
	3,000

	Equity
	

	Capital			                 
	800    (Start up money)

	Retained Profit 		 
	2,200   (profits)

	Total Equity 		     
	3,000

	
	



Profit and loss account

It is a written statement displaying how the organisation is doing either yearly, quarterly or monthly. It is part of the annual report and is set out to help all stakeholders and some managers with authority make accurate decisions. Within the statement individual incomes are accounted for, with costs and overheads deducted resulting in the profit pre-tax figure. 

4.3.2 Demonstrate how to monitor costs against an operating plan
Example of a profit and loss statement:

Profit and Loss

	Monthly statement
	
	
	

	Turn over
	
	2200
	

	Sales costs
	
	1000
	

	Gross Profit
	
	
	1200

	EXPENSES
	
	
	

	Maintenance
	
	25
	

	Insurance
	
	25
	

	Promotional work
	
	25
	

	Administration
	
	25
	

	Salary
	
	100
	

	Total Expenses
	
	
	200

	
	
	
	

	Profit Before Tax
	
	
	1000

	Tax at 20%
	200
	
	

	Net profit
	
	
	800
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4.3.2 Demonstrate how to monitor costs against an operating plan
Example of a profit and loss statement: continued:

Margin figures are used to monitor performance within the organisation comparing different departments profits. It highlights those departments that are doing better than others and can help identify any problems and improving measures.

4.4.1 Perform a costing process

4.4.2 Calculate prices against set criteria

Break-even point – This is the sales quantity required to be able to cover organisation costs and remain in-between black and red. Profit is zero at this break-even point.
Cost volume profit analysis – Monitors how the organisations cost changes and volume manipulate the overall profit. It is made up of quantity, price, changing price per item, fixed costs, sales mix and uses statements, break even analysis, safety margins, target net income and environmental changes. These all determine the profitability of the organisation. 

Cash flow – This relates to the inputs and outputs of money within an organisation. Money is made by selling a product, service or borrowed and then that money is used to pay bills and overheads, what is left is the profit. Some ways in which cash flow is affected is:

Credit policy – It’s vital the correct credit policy is applied to the organisation so that it doesn’t hamper cash flow in that it can’t be too high a payback amount as this would halt free flow of money.

Credit terms – This relates to the time limits customers must pay for the product and need to be well thought out.

Inventory – This is extra stock available for purchase, but there is no set date for getting money back and selling it. This can slow down cash flow a lot and may mean that the organisation needs to push or discount stock at times to release cash flow.

Accounts receivable – This is ear marked stock that has yet to be paid for and its vital to have strict timelines and a contract in place so that you’re not left with the stock.

Banks give organisations the ability to loan via what’s known as a credit line with a maximum amount set and capped depending on their evaluation. This credit line is easy accessible and flexible and can get an organisation out of a difficult period. A budget is essential as it predicts revenue and expenses for the future and it can be changed and developed as needs require. A budget sometimes needs to be visible to certain internal and external sections connected to the organisation, so they can plan. A budget gives management set guidelines which they work by and find the best solutions to move forward. When making a budget, different managers may request a certain budget depending on the section they manage this will be evaluated by the hierarchy and a suitable budget issued which the manager will work with and plan from in the next financial year. 

The budget that is regularly used in government and the military is known as an incremental budget and it’s based on what is spent last year. Therefore, you find purchasers rushed off their feet in the last quarter spending the maximum allowed other wise next years budget will be significantly smaller.
A zero-based budget is one that questions why the manager wishes to spend anything at all with prior justification raised to allow for this. A fixed budget is usually issued when there is a limited small budget normally used when the company is going through a tighter more lean, difficult time. A flexible budget can allow the ability to grow the organisation which couldn’t be achieved through a fixed budget.
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4.6.1 Demonstrate how to appraise financial risk
4.6.2 Compare options for asset purchase and maintenance

Asset purchase involves Time Value of Money (TVM) and it’s the way in which money is more valuable in the present than the same amount in the future as to have the money now it can be invested and make money back straight away. Due to inflation £50 will still be £50 in four years but it will have less value and less volume or quantity will be able to be purchased with it. Below the table will reflect this:

	Year
	Inflation @ 5%
	Value

	0
	0
	£5,000

	1
	(£5,000/105) x 100
	£4,761.91

	2
	(£4,761.91/105) x 100
	£4,535.15

	3
	(£4,535.15/105) x 100
	£4,319.19

	4
	(£4,319.19/105) x 100
	£4,113.51



In four years’ time 5,000 will only be worth £4,113.51 per inflation rate of 5%. In the table I have rounded off to the nearest penny.

Net Present Value (NPV) Is the difference between inward current money coming in and the value of money out going over the course of time. It is used within capital budgeting and analysis for future projects. It is cheaper to pay back a loan over five than it is to pay it back over ten years due to interest rates the overall rate paid back will be far more than that which is borrowed. A payback time method is the time in which it will take the organisation to pay back an investor and they will get the money back in full.

The advantages and disadvantages of either buying or leasing a Television from a supplier. Some of the advantages of buying would be the ability to build up equity, get back some of the money spent when selling it later and don’t have to be so careful worried about scratching it. The dis-advantages of buying it would be costs of any repairs, depreciation and initial cost of purchase can be too expensive. 
Advantages of leasing would be a low deposit; any repairs are paid for if you don’t damage it on purpose. One main dis-advantage of leasing would be if you are deemed to of damaged the TV your liable to pay for a new one. It is crucial to make the right decision to either buy or lease as this will have economic implementations further down the line.
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Produce a business case that proposes the creation of a new logistics company or a new logistics department within an existing organisation
Did you do this?    Whilst you have all of the tools (nearly) in the bag, the bag is the wrong one…….     The task is to produce a business case and unfortunately you have treated each of the outcomes separately (generally a good plan) but without reference to a business case.     One section does not work at all - 4.2.1 Critically assess the structure of a business   there is no critical assessment of a business evident at all.    This is part of the role to be played by contextualising the work by creating a business case for a new company or department.

[bookmark: _GoBack]Everything you have done can be adapted to help produce a business case but a business case is the requirement.
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