HASSLE-FREE BUDGETING SUCCESS

For many of us, spending time making a budget for our business seems like
a daunting and fairly stressful task. | know it was for me. But once |
understood that a budget could help me get a handle on my finances, my
views immediately changed.

Instead of picturing your business budget as a scary list of restrictions,
imagine it as the path to a happy and well-organised business that has clear
targets and steps in place to achieve success. You wouldn't build an IKEA
wardrobe without the plan, so why would you try to run a business without
a plan for your money? That would be crazy right? Well, here’s how to do it:

Firstly, what is a Budget?
A budget primarily is a snapshot of the money you have coming into your

business (income) and the money you plan to spend (expenses). Think of it
as a map of your businesses financial situation. There is no “one-size-fits-all”
approach to making a budget, but there are some simple steps you can take
to build your own business budget planner.

Remember that a budget isn’t just a way to keep track of your own
spending habits. A good budget will also outline your businesses financial
goals and what steps you need to take to achieve them.

Why do you need a Budget?
A budget can be helpful if you want to take control of your finances - it’s a

great first step to helping you manage your money better, by clearly
showing how much you’re earning, how much you should be spending and
what you’re spending your money on.

By understanding where you’re spending your money, you can then identify
areas where you may be overspending or could invest a bit more. This could
help you to prioritise between essential (non-discretionary) and
(discretionary) expenses. In short, a budget can serve as a reminder of
what’s a necessity and what’s simply an indulgence that could lead to
overspending and financial stress.
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Surplus vs Deficit

Your business budget will also help calculate either a surplus (meaning you
have the right amount of income to cover projected expenses) or deficit
(meaning your expenses are greater than your income). If you have a surplus,
then your budget can help you identify the right amount of money to set
aside each month to reach your savings (or profit) goals. If you have a deficit,
then you can look at each of your spending categories and determine where
you might need to tighten your belt to help reach those end of year goals.
Managing your budget and aiming for a healthy surplus (saving more than
you spend) can help your financial success for the business.

How to Create a Budget in 3 easy steps

Income can come from many sources, such as your sales/income, any other
side income you have or government assistance you might receive. To get an
accurate financial picture, make sure you account for every source of income
you have, even if it’s only temporary income or a small sum.

You can do this by using last years P&L and extracting the figures from the
previous 12 months. This can be used as your baseline budget. Then calculate
what you think you can do this year and increase each month by that
percentage. However, the trick here is to increase your sales and lower your
costs. This will increase the net profit for the business month on month so
identify where cost savings can be made across the business.

Figuring out where your money actually goes can be eye-opening, though it’s
not always easy to get a grip on all of your spending. Start by reviewing your
bank and credit card statements, bills and receipts to work out what you’re
spending money on and how much you’re spending.

Your expenses will include things such as:

* Your cost of goods and services

 Fees paid for services like banking accounts and bookkeeping services

* Insurances and administrative expenses including Workcover

* Vehicle expenses, fuel and maintenance

* Building rent, repairs and maintenance

e Staffing expenses, wages, super, tax and training

* Subscriptions, consultants, computer IT and other fees

« Don’t forget to include expenses you may pay for on a quarterly or
annual basis, such as insurances, car registrations and servicing or
property rates.
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3. Set up your budget

Below is a really good example of a budgeting tool, it can help you easily
build a budget and get a better understanding of your finances.

By simply adding your income and expenses, and how frequently you earn or
incur them, you can create a view of your total weekly, fortnightly, monthly
and annual income and expenses.

ACTUALS Jan-21 | Feb-21 | Mar-21 | Apr-21 | May-21 | Jun-21 | Jul-21 | Aug-21 | Sep-21 | Oct-21 | Nov-21 | Dec-21 | TOTALS %
Sales 80,000 | 95,000 | 80,000 | 60,000 | 80,000 | 95,000 | 80,000 | 95,000 | 80,000 | 80,000 | 95,000 | 80,000 | 1,000,000 100%
COGS 15,000 | 25,000 | 15,000 | 15,000 | 15,000 | 25,000 | 15,000 | 25,000 | 15,000 | 15,000 | 15,000 | 15,000 | 210,000 21%
Wages 22,000 | 30,000 | 22,000 | 20,000 | 22,000 | 30,000 | 22,000 | 30,000 | 22,000 | 22,000 | 30,000 | 22,000 | 294,000 29%
Subcontractors | 20000| 25000 20000| 15000 20000| 25000\ 20000 25000, 20000 20000/ 20000 20000 250000 25%
Rent 5,000 | 5,000(| 5000| 5000| 5,000| 5,000 5,000 5,000 5,000 5,000 | 5,000 | 5,000 60,000 6%
Franchise Fees 2000, 2000 2000/ 2000 2000/ 2000, 2000 2000 2000 2000 2000 2000 24000 2%
Other

Expenses 50 50 50 50 50 50 50 50 50 50 50 50 600 3%
Total Expenses

(Exclinterest, Tax) | 49,050 | 62,050 | 49,050 | 42,050 | 49,050 | 62,050 | 49,050 | 62,050 | 49,050 | 49,050 | 57,050 | 49,050 | 628,600 63%
Gross Profit 65,000 | 70,000 | 65,000 | 45,000 | 65,000 | 70,000 | 65,000 | 70,000 | 65,000 | 65,000 | 80,000 | 65,000 790,000 79%
Net Profit 15,950 | 7,950 | 15,950 | 2,950 | 15,950 | 7,950 | 15,950 | 7,950 | 15,950 | 15,950 | 22,950 | 15,950 | 161,400 20%
Net Profit % 20 8 20 5 20 8 20 8 20 20 24 20

BUDGET Jan-21 | Feb-21 | Mar-21 | Apr-21 | May-21 | Jun-21 | Jul-21 | Aug-21 | Sep-21 | Oct-21 | Nov-21 | Dec-21 | TOTALS %
Sales 83,334 | 83,334 | 83,334 | 83,334 | 83,334 | 83,334 | 83,334 | 83,334 | 83,334 | 83,334 | 83,334 | 83,334 | 1000000 100%
COGS 16667 16667| 16667 16667| 16667 16667 16667 16667 16667 16667 16667 16667 200000 20%
Wages 20834| 20834 20834| 20834| 20834| 20834 20834| 20834 20834| 20834 20834 20834 250000 25%
Subcontractors

Rent

Franchise Fees

Other

Expenses

Total Expenses
IEchInleresl,Tnx] 33334 33334| 33334| 33334| 33334| 33334| 33334 33334| 33334 33334 33334| 3333 400000 40%

Gross Profit 66667 66667 66667| 66667| 66667 66667 66667 66667 66667 66667 66667 66667 800000 80%
Net Profit 12500 12500 12500| 12500( 12500 12500 12500 12500, 12500 12500, 12500| 12500 150000 15%
|Past 12 months| Jan-20 | Feb-20 | Mar-20 | Apr-20 | May-20[ 1un-20 | Jul-20 [ Aug20 | 5ep-20 | Oct-20 [ Nov-20 [ Dec20 [ ToTals | % |
Sales 62,500 | 62,500 | 62,500 | 62,500 | 62,500 | 62,500 | 62,500 | 62,500 | 62,500 | 62,500 | 62,500 | 62,500 750000 100%
COGS 12500 12500| 12500| 12500 12500 12500, 12500 12500 12500 12500| 12500| 12500 150000 20%
Wages 15625 15625| 15625| 15625| 15625 15625| 15625 15625 15625 15625| 15625| 15625 187500 25%
Subcontractors

Rent

Franchise Fees

Other

Expenses

Total Expenses
(Excl Interest, Tax) 25000| 25000 25000| 25000| 25000( 25000| 25000 25000| 25000| 25000( 25000| 25000 300000 40%

Gross Profit 50000| 50000| 50000| 50000| 50000 50000 50000( 50000( 50000 50000 50000, 50000 600000 B80%
Net Profit 9375 9375 9375 9375 9375 9375 9375 9375 9375 9375 9375 9375 112500 15%

As you can see in the example above, | have created a sample budget by first
adding in the total sales from last year ($750k in 2020) and for 2021, | want it
to increase to $1 million (which now sets our budget). This shows us a 25%
increase in sales.
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What you will also be able to see is that last year we made $112k net profit
whereas in 2021 we are budgeting to make $150k profit. However, our actuals
reflected that we achieved $161K net profit for the year.

To prepare a budget of your own, use the template planner included in this
magazine and start by following the previous steps for setting up a realistic
budget that gets you to where your business needs to be.

So if you want to improve your cashflows in 2021, make more money and
sharpen your financial understanding for your business, then using a clear
financial budget will help you to achieve that. | believe, it is a fundamental
responsibility of any business owner to plan and manage one of the most
important reasons why you are in business...making money. Use my advice,
tips and the template included to make 2021 the year for change.

Tony is one of the Business Growth Experts at

Upcoach. Specialising in business finance,

Tony is a regular contributor to the Upcoach

| Magazine and personally coaches clients to

" \ \V /A T i A\ grow and scale their businesses.

i




BUDGETING TEMPLATE

ACTUALS

Jan

Mar

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

TOTALS

Sales

COGS

Wages

Subcontractors

Rent

Franchise Fees

Other
Expenses

Total Expenses
(Excl Interest, Tax)

Gross Profit

Net Profit

Net Profit %

BUDGET

Jan

Mar

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

TOTALS

Sales

COGS

Wages

Subcontractors

Rent

Franchise Fees

Other
Expenses

Total Expenses
(Excl Interest, Tax)

Gross Profit

Net Profit

Sales

COGS

Wages

Subcontractors

Rent

Franchise Fees

Other
Expenses

Total Expenses
(Excl Interest, Tax)

Gross Profit

Net Profit
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BUDGETING NOTES

If you wish to unsubscribe from the Upcoach Magazine, please let us know at ask@upcoach.com.au
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GROW YOUR BUSINESS FASTER
THAN EVER BEFORE!

Our Business Growth Programs are designed to
help take your business to the next level UP!

Today, 50% of all small businesses fail in their fifth year. The
reality is, that it takes years (and countless mistakes) to learn
how to grow a business - and that’s where we come in.

Our highly experienced business growth experts work with you,
using our proven business growth programs, to help increase
your profits and scale your business fast.

Discover work-life balance and the freedom that a successful
business can provide for you and your family today.

Book your FREE 30-minute Coaching Session
with a qualified Business Growth Expert,
by calling us on 1300 459 302.



