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Introduction

The purpose of the following series of worksheets is to help the financial manager of a bookshop operate in a proactive manner. Budgets are “best guesses” based upon prior experience and/or industry standards. Unless they are used as a measuring device, applied against actual results, they are fairly useless documents. However, when they are used to track the performance of the bookshop, they become invaluable tools in the pursuit of sustained profitability and efficient operations. A well-conceived budget demands that the manager examine each number and presumption and then, when monitoring progress, revisit those decisions. All of that being said, one must never forget that these tools are only that, tools. They should not be turned into straightjackets that restrict good decision-making that is always marked by flexibility.

What follows is a series of worksheets. Steps for the easiest and most efficient use of these worksheets are also included. We strongly suggest that the steps on each sheet be followed in order, as well as completing the worksheets in the order they are presented. Remember, that while you need not do every worksheet if you choose not to, sometimes information contained in one sheet is required to complete another.

The URL for these worksheets, which are on http://www.bookweb.org/, is http://www.bookweb.org/education/finance/.

Note: In some worksheets some cells are locked so numbers or formulas cannot inadvertently be changed. This means, however, that you cannot enter anything into those cells without unlocking them first.

Sales Budget Worksheet (volbud in excel)

Purpose: The purpose of this worksheet is to allow a month-by-month analysis of projected increases or decreases in sales. The analysis should not just be a guess or a wish, but a conscious, defendable rationale. For example, you may project a substantial increase in Sales because you are adding more space, or you have a special promotion planned. That is fine. But don’t project an increase because you need it to meet expenses. That is very dangerous. As a rule Sales projections, while remaining realistic, should be extremely conservative.

Steps: 

           1.) Enter Sales figures from the last fiscal year in column D. The number of the month is the month in your fiscal year, not necessarily a January-December year.

           2.) Enter Sales figures for the current fiscal year in column F, using actual numbers, where known, and budgeted numbers for future months. As each month in the current fiscal year passes, replace the budgeted number with the actual sales total.  You do your budgeting for the next year before the end of the current year so all-actual numbers are not known and must be filled in as you go along.

           3.) Looking at trends (last year to this year) and, knowing what you know about next year, enter your best estimate as to the Sales for next year in column H. Remember, be conservative and don’t engage in wishful thinking. As a matter of discipline, it’s a good idea to document, right on the worksheet, the reason for any budgeted Sales increase that is not an immediately apparent trend that one can recognize by just looking at the numbers.

Suggestion: After you enter last year’s numbers and the current years actual numbers, lock the cells so that you cannot change them by accident. The formulas are already locked. Once you have entered this year’s and last year’s numbers you will only have to enter the numbers in Column H, labeled Sales-Next Year.

Expense Budget Form (expbud in excel)

Purpose: To assist in a line-by-line examination of the expenses of the bookshop. By allowing you to change the Cost of Goods as well as each individual expense lines you can engage in a variety of “what if” scenarios that should be helpful in the budgeting process. With each change you make the worksheet immediately updates how that change will affect profitability. A word of caution, wishing does not make it so. Although we urge you to keep trying different scenarios the final budget should be what you actually think is going to happen. As was suggested previously, written comments documenting your reason for all but the most obvious changes is a very good idea. This historical view of, both, margin and expenses will also allow you to see and examine what appear to be aberrations and to look into their causes.

Note: You will notice that now that you have completed the Sales Budget that those numbers have automatically appeared on this worksheet. That is to help provide consistency from worksheet to worksheet. Also notice that you cannot enter any numbers on lines 18 through 36. Those lines are created automatically when you enter the numbers below and are meant as a more usable summary for analysis purposes. 

Steps:
          1.) Enter the Cost of Goods percentage into cell D12. This number should be taken directly from last year’s financial statement. When you enter that number several new numbers will appear on the worksheet automatically. They are last year’s Cost of Goods and Gross Profit in dollars, and last year’s Gross Profit percentage. Check that these numbers match those that appear on last year’s financial statement.

          2.) Enter the details of operating expenses into the cells in column C, lines 40 through 72, directly from last year’s financial statement. Any category that you have on your statement that does not appear in this list should be combined in with similar items in the list or put into the miscellaneous category. As you can see, the operating expense summary on lines 18 through 34 has been created.

          3.) If you believe your Cost of Goods is going to change from last year to this year, enter the new Cost of Goods percentage into cell F12. If you think it will remain the same, enter the same percentage as last year into cell F12.

          4.) Follow the instructions in number 2, above, entering your projected (or actual) year end numbers for this year into Column E, Lines 40 through 72. 

           5.) Now you are ready to start budgeting expenses. Looking at the two previous year’s number’s, make your best estimate as to your Cost of Goods for next year and enter it into cell H12. Remember, if you are changing the percentage in any significant way (almost any change in Cost of Goods is significant), we would suggest that you commit the rationale to writing by noting it on the worksheet or an attached note.

             6.) Again looking at the previous two year’s numbers make your best estimate as to your expenses for next year and enter them into the cells in Column G, lines 40 through 72. As you can see the worksheet automatically creates the summary operating expenses along with a projection of operating income (Column G, Line 36).

           7.) Now is where the art of budgeting comes into play. What can you do to the various expenses to have an effect on your operating profit? Is your payroll too high? Are you spending a disproportional amount in any category? If you think you can change what you are doing, or how you are doing certain things, and you can put those changes in writing, change the budget by entering those planned changes in Column I, lines 40 through 72. Only put the amount you are planning to increase or decrease the budget by in Column I, the worksheet will automatically create the final Operating Budget.

Quick Cash Flow (qukcash in excel)

Purpose:  The prime purpose of an effective budgeting process is to tell you whether you will have enough cash to do what you have planned to do. Certainly the budget helps you look at your operation from a profitability standpoint, but controlling cash is essential. This form, when used as an integral part of the budgeting process, will give you an overview of your cash requirements for the entire year. Remember, it doesn’t show you what your cash needs will be at a given point in time, as that can only be done with a month-by-month look at cash flow. It will, however, force you to think about those things that could, and will, make demands upon your ability to run your business from a cash flow perspective.

Tip: The + or (-) signs (Column C) are indications that the numbers you enter should be positive or negative numbers. Positive numbers increase cash and negative numbers decrease cash. You must consider all items that you will be gaining or losing cash from during the fiscal period being budgeted for.

Steps:
            1.) Beginning cash: this number comes right from your year-end Balance Sheet. If you are budgeting (which you should be doing) during the current year for next year, you will have to make a best guess estimate as to your cash position come year-end. At the conclusion of the year, when the financial statement has been prepared, enter the actual beginning cash to give you the correct picture.       

             2.) Operating profit or (loss) and Depreciation: these two entries will be updated automatically from the Budget expenses worksheet. Every time you change the budget, which should happen several times during the budgeting process, these links should be refreshed.

             3.) Income Taxes: no matter which year you are paying for, last year, or estimates for Income Taxes to be due on this year’s profit, state or federal, you are reducing cash. Enter all Income Taxes to be paid during the fiscal year.  These are not Sales Taxes, Property Taxes, or Payroll Taxes… just Income Tax.

             4.) Capital Spending: new computers, signage, bookshelves, and equipment are all examples of capital items. These items do not appear on the operating statement and must be accounted for here.

             5.) Accounts Payable: the increase or decrease in this category is an often-ignored element of cash flow planning. You may feel that your vendors, whether trade or non-trade, are calling a little too often and that you must pick up the payment pace. The extent to which faster payment reduces your accounts payable, when you compare what you will owe at the beginning of the period to what you will owe at the end, cash will go down. The opposite is also true, so an increase in accounts payable, will increase cash.

             6.) Accounts Receivable: the above is also true here. To the extent that accounts receivable go up…cash goes down, and to the extent that they go down…cash goes up.

             7.) Inventory: If you are planning to increase your inventory you must account for the cash that will be required to purchase that inventory. Let’s assume that you think that an increase of $10,000 of retail inventory will help increase sales. You would multiply that $10,000 by your cost of goods sold percentage to give you the cost of that inventory. That cost is a use of cash and should be entered here. If you are planning to decrease inventory, cash will be increased.

             8.) Principle Repayment: If you have an outstanding loan, the degree to which you make principle payments during the year is a use of cash. Those payments are not included in the operating statement and must be accounted for here. This number should not include interest, which is on the operating statement.

             9.) New Loan or Capital Deposit: Taking a loan, putting your own money into the company, or accepting an investment from a third party all increase available cash.

             10.) Line Usage: If you have an existing operating line of credit, the difference between the amount owed on that line from the beginning of the period to the end will either increase or decrease cash. If your usage goes up you will increase cash. If your usage goes down (you owe less) cash will go up.

             11.) Ending Cash: will calculate itself as you make all of the entries above. If the ending cash is a positive number you will have enough cash, in total, to meet your cash needs. 

*Remember, this calculation does not tell you the variations in 

cash needs during the year, just from beginning to end. If 

ending cash is a negative number, you must adjust something, such as reducing capital spending, reduce expenses to increase operating profit, or decrease inventory in order to increase cash. These are meant as just examples, the point being, you must do something.  

Sales Monitoring (volmon in excel)

Purpose: Now that the budget has been prepared and finalized, a system of monitoring is needed. The budget does no good if it is filed away and never looked at again. The whole purpose of creating a budget is to provide a ruler against which the performance of the bookshop is measured. When we started the budgeting process the first thing we did was create a Sales budget. The first thing we should monitor every month is also the sales Sales. Sales are the key component of “cash in” that basically dictates everything else we do.

Steps: 
1.) The column headed Current Year (hopefully you are doing your budget before the end of the fiscal year) and Budget Next Year (the year being budgeted for) will be pulled automatically from the Sales Budget worksheet. If you recall, you were instructed to enter budgeted numbers in the Current Year column on the budget Sales worksheet until you had an actual number to put in. This worksheet will pull over the most current numbers entered and will keep updating itself.

2.) The only numbers you will need to enter into this worksheet are in the column F, Actual. As each month of the fiscal year passes, enter the actual sales Sales achieved. All of the percentages and the cumulative numbers and percentage calculations will happen automatically. The Sales Pace number (explained below) also calculates itself.

3.) Sales Pace is a very important number. It becomes more and more important the further you get into the fiscal year. After the worksheet has calculated the percentage you are over or under budget cumulatively (column O), it then calculates where you will end up at the end of the fiscal year if that percentage remains the same for the rest of the fiscal year. As an example, if a store has an annual sales budget of $500,000, and at the end of six months they are 10% over budget cumulatively, the Sales pace would show $550,000 ($500,000 x 10%= $50,000……… $50,000+ $500,000= $550,000). If, in the seventh month, the bookshop is well below budget, so that the cumulative percentage over budget drops to 8%, the Sales Pace will read $540,000 ($500,000 x 8%= $40,000……..$40,000+$500,000=$540,000). Knowing this number allows the manager to predict the year-end result and make adjustments as they go along. 

Expense Monitoring (expmon in excel)

Purpose: Once you know your Sales pace you need to analyze the expense side of the ledger. This worksheet takes your expense budget and assumes that you intend to spend it equally month-to-month throughout the fiscal year. We know that is not the way things happen, but this system provides a tool not an absolute ruler. The comments field provided on this worksheet allows you to make notations about the individual line items without actually changing the number itself. To give an example, assume you operate on a calendar year. In March, the third month of the year, you have already spent 50% of your annual advertising budget. You know that your biggest advertising time is the fourth quarter. But, further assume, that your Sales is way over budget, and that, in your opinion, the increase is directly attributable to the increase in advertising. You have a decision to make, and this worksheet should help you make it. Does the accelerated Sales and advertising result in more projected profitability for the bookshop? If it does, you should keep doing what your doing. If it does not, adjustments need to be made.  

Steps:
1.) Cell B7 drives the calculations on this worksheet. Enter the month in your fiscal year that has just been completed. 

2.) Column C, Budget, will all be populated automatically from other worksheets.

3.) Next, enter the Sales Budget, Year-to-Date, into cell E10 and the Projected Year-End Sales number (Sales Pace) into cell H10. You will need to go to the Monitor Sales worksheet to get these numbers. Remember you are entering the cumulative, year-to-date numbers, so bring over the number from the row that corresponds with the month of your fiscal year that you just completed.

4.) Actual sales, year-to-date (F10), are entered automatically.

5.) Using your monthly operating statement, enter all of your expense totals, year-to-date, in column F, lines 40-72. The rest of the worksheet will calculate itself, leaving you with plenty of time (humor?) to analyze the numbers. Remember to make written notes in the comments field about those things that require it.

Inventory Monitoring (invmon in excel)

Purpose: The extent to which you control inventory is the extent to which you will control cash. That is a broad statement that is, none-the-less, true. You recall that on the cash flow budgeting sheet we made a point of concentrating on any change in inventory levels we were planning for the coming year. This worksheet allows you to track, on a monthly basis, your progress towards meeting your inventory turn goals. 

Definition: Inventory Turn: The number of times you sell through your entire inventory in a given year. Example: Annual sales=$500,000. Average inventory at retail=$150,000. Inventory turn=3.33 ($500,000/$150,000-3.33)

Steps:
1.) Enter the number of inventory turns you wish to achieve in cell B11. Remember to always tie this number to the cash that will be required to maintain a given level of inventory. The higher the number of turns the less cash is needed to support the inventory at any one time. However, the lower your inventory the more effect on sales you are likely to see.

2.) Sales Budget will be pulled into the worksheet automatically.

3.) Average inventory goal is calculated automatically by dividing the sales budget by the desired number of turns.

4.) Sales Sales pace…automatically calculated.

5.) Inventory-Month end: Enter you retail inventory in this cell (F11) every month. Also, enter you ending inventory every month in cells C18 through C29. The latter sequence automatically will calculate your average inventory and pull it up to cell G11.

6.) Projected Turn: This cell, which is calculated automatically, tells you that if your average inventory remains static for the balance of the fiscal year, and your sales Sales pace also stays the same what your inventory turn will be. You should compare cell H11 with B11 to see how you are doing. Cell I11 tells you the dollar amount, at retail, you must increase or decrease your inventory to meet your turn goal. Remember, being under-inventoried is not necessarily a good thing. Your turns may go up, but at the cost of reduced sales.

Payroll Monitoring (paymon in excel)

Purpose: Now that we have dealt with inventory we want to look at our second biggest outlay of cash…payroll. This worksheet is a quick and easy way to monitor your payroll on a month-to-month basis. Be careful when doing your analysis of payroll. Since this is a straight one-twelfth per month look at payroll, you should make allowances for known bulges in payroll expense later in your fiscal year. If your fiscal year is a calendar year, you will almost certainly have more payroll in the fourth quarter than you do in the first. This means that when you get to the sixth or seventh month of the year you should be well under budget in order to come out at the end.

Steps: 

1.) There are none. This whole worksheet calculates itself. The amount you see in cell H13 is the amount you need to adjust your monthly payroll (either up or down) to finish the fiscal year at your payroll budget. Usually, it’s a good thing to finish under budget in an expense category, but be careful not to short staff the store in order to save payroll dollars, and hamper your ability to give good customer service.

                 Productivity Monitoring (prodmon in excel)

Purpose: The number of dollars you are spending on payroll is one way to look at the cost of staffing the bookshop. Whether your operations are efficient and productive is another. How many dollars in sales are generated by each full time equivalent (FTE) is a good measure of how productive the staff is. For purposes of this worksheet, an FTE is calculated at 40 hours per week. For years the common wisdom in the industry was that each FTE in a full-service, general bookshop should generate approximately $125,000 in sales. We don’t know if that is true or not. What we do know is that trends are more important than absolute numbers. Sales per FTE that are trending up from year to year mean that you are figuring out how to better employ your staff at things that more directly affect sales. If your productivity is trending down, we would suggest that a close look be taken at how many people are working in the bookshop, and, more importantly, what those people are doing.

Steps: 

1.) In Column C, lines 9-20, enter the number of days in the month of your fiscal year. If your year starts in January, enter 31 in cell C9, 28 in C10…and so on.

2.) Columns D & E will populate themselves.

3.) Hours worked in month…each month you must enter the total hours worked by everybody (including yourself). Include in this number vacation time, sick time, personal leave time, and any other time for which you are paying people. If you use a payroll service these figures are 

probably right on the report you get from them. If you don’t use a service you will have to calculate this manually, but we suggest it is a worthwhile exercise. It is very important that you include all hours. Not to do so would give a false impression of your productivity.

It is hard to state an absolute standard of productivity. Different types of operations require different things. A full service, general store that specializes in giving a great deal of customer service, and has many, many in-store events will have a lower sales per FTE than a store that doesn’t do special orders and has few in-store events. Remember, trends are very important in this analysis.

4.) Columns G, H, I, J & L will create themselves. 

5.) To complete Column K (Sales Pace) you will have to go to The Sales Monitoring worksheet. Use the Sales Pace for the month just completed. After you enter the Sales Pace in the appropriate cell in Column K the Productivity Monitoring worksheet is complete leaving you with a very interesting tool with which to evaluate your operation from the perspective of productivity. Remember, each month when you enter the hours for the month just ended the worksheet updates itself to give you new Year-to-Date totals. WATCH THE TRENDS.

Cash Flow Monitoring (cashmon in excel)

Purpose: The final worksheet requires the most of you. It is also the most important worksheet you will do, and we strongly suggest you spend the time necessary to complete it every month. The top part of the worksheet (Projected) should be done at the time of budgeting. It is much more detailed than the Quick Cash Flow document you did, and for good reason. The purpose of this document is to show you your month-to-month cash flow needs. More importantly, it can be used to show a banker what the variations in cash flow will be so that he/she can establish an appropriate operating line of credit. A worksheet such as this goes a long way toward showing the banker that you know your business and are in control of your cash. The banker cares as much, if not more, about your cash flow than they do about your operating profitability. What they want to know is how and when they will be repaid. In the case of an operating line, most banks want the line to be cleared (have a 0 balance) for 30-60 days a year. This tracking device shows them when that pay-down will occur.

This whole worksheet is geared to give you the answer to the following question.

Assuming I want my check book balance to be $0, to what extent will I have to access my operating line of credit at the end of each month to reach 0?

The answer to that question from a budgeting standpoint will be found on line 42, and when the actual results are calculated, on line 85. If, the number on line 42 is negative, that is the extent to which you will have to enter the line. If the number is positive, you will not have to enter the line.

Steps:
1.) As was stated previously, completing this worksheet will require some preparation on your part. Some historical (last year, and in some cases this year) numbers will have to be accessed. We must first look at how much you have spent (written checks for) on inventory, on a month-by-month basis, over the last two fiscal years. You can get this information from at least two places…your checkbook or your general ledger. We don’t want to know which checks were cashed, only what was written in a given month. We want to know about all merchandise for sale, whether purchased from a publisher, wholesaler, distributor, or non-book vendor. Enter the total of all of these payments, by month of your fiscal year, in Column R, lines 18-29, for last year, and Column T, lines 18-29 for the current year. We know you won’t be able to use absolute numbers until the close of the fiscal year, but this is a work in progress. If you can see that the trend is running the same, or approximately the same as last year, estimates can be used until the actual number can be plugged in. The worksheet will calculate the two-year average, thereby making the budget projection of what you will spend on merchandise more accurate.

2.) Please enter the percentage of your sales that are taxable in cell T8, and the percentage of your sales that are non-taxable in cell T9. The 100% in cell T10 is to remind you that T8+T9 must equal 100%. We know that this percentage varies from month to month but we are asking for only those sales for the whole year. By applying the yearly percentage to each month will give us the correct number for the year.

3.) Enter the sales tax percentage that you collect on all appropriate sales. Include all sales taxes including state, county, or city in cell T12. If you don’t collect any such taxes please enter 0.

4.) Enter any monthly loan payment in cell T14. The entry should be principle only (no interest). Also this should not be payments on an operating line of credit, only a term loan, or a balloon on such a loan. If you have a loan, but you don’t pay it monthly, but you do pay it at some interval during the fiscal year, please enter those planned payments directly onto line 31 under the appropriate month of your fiscal year.

5.) In cell D8 enter your beginning cash. This is the same as ending cash off of the statement of cash flows that your accountant prepares as a part of your year-end financial statement. It should also be the same number as the Cash shown on the Balance Sheet of your year-end financial statement. But, here’s the twist. If, at the end of the fiscal year you have accessed an operating line of credit, you must subtract that number from the cash number before making the entry into cell D8. (Ending cash shows $12,000, but you are into a line $10,000, you would enter $2,000 into cell D8). We are aware that you may be entering a negative number ($5,000=cash, minus $10,000 line access, equals -$5,000), but that’s ok. Remember, the object is to show us to what degree we would need to access an operating line of credit to pay everything we planned on paying and have a 0 balance in our checking account.

6.) After the first month of the fiscal year, the beginning cash in any month will create itself from the calculation done in the previous month in both the Projected and Actual parts of the worksheet.

7.) The only entry you must make in the cash-in portion of the Projected Cash Flow is on line 15. If you are planning on taking a new loan, or making a further investment yourself by depositing new cash into your business, or you are planning on taking a new investor into the business who will be making a cash investment, you must account for that projected cash in on line 15. Enter the amount of new cash in the month, or months, you intend for the cash to be deposited into your checking account. If no such deposit is planned, just leave the 0 entry already on the worksheet alone.

8.) In the Projected Cash Flow, Cash-Out portion of this worksheet there are several entries you will have to make.

A.) Line 27, Trade Payables calculates itself based upon the previous data you have entered.

B.) Line 29, Operating Expenses, Calculates itself based upon the Expense Budget you created.

C.) Line 31, Loan Principle Paid, will create itself if you have entered a monthly payment into cell T14. If you have not made that entry because you wont be making such payments on a monthly basis (quarterly?), make sure and enter such principle payments in the month you plan to make them on this line.

D.) Line 33, Sales Tax Paid, will calculate itself except for the first month of the fiscal year, Cell D33. You will have to manually enter that number based upon the sales tax you will pay over to taxing authorities during the first month of the fiscal year which is based upon sales from the last month of the current fiscal year.

E.) On Lines 35 & 37, you enter numbers into the appropriate month in which you plan to make payments for Capital Expenditures and Income Taxes Payable. Income taxes, as an example are probably payable quarterly. Also, you may be planning on very few capital acquisitions and therefore will have only one or two entries to make. The important thing to be thinking about is when will you be making those payments so that you can plan your use of cash.

F.) Total Out calculates itself.

G.) ENDING CASH: Remember this is the number we are trying to budget for. This is the number that will tell us when we will have enough cash to meet our obligations and when we will need help, either from the owners of the business or from developing a banking relationship in which an operating line of credit is created. Another way to meet cash needs is to do cash planning such as delaying capital acquisitions and leasehold improvements until a time of the year when the business has created excess cash. This is where the art of running a business meets the practicality of running a business. This is where good managers show their stuff.

9.) Cash Flow Monitoring: Actual…Of all the worksheets in this system of budgeting and monitoring, this section will require the most of your time and concentration. This section requires you to calculate and enter actual numbers from the previous month to come up with your actual cash position on a monthly basis. You must then compare those numbers to your projections so that you can make the appropriate adjustments to make sure that you always are in control of your cash.

A.) In the Cash in portion of the Actual cash flow monitoring, lines 47 & 52 are pulled from other cells and require no entry on your part as long as you have completed the rest of the budgeting and monitoring worksheets.

B.) Sales Tax Collected will have to be a monthly entry that you will take directly from your general ledger.

C.) Loan or Investment will have to be entered into the actual month that such funds are deposited into your checking account. Remember, these are not loans that are from an operating line of credit, but, rather, term loans that will be paid off over time. If you take such a term loan, or make such an investment that was not accounted for in Projected cash flow (above) make those adjustments now so that you can look down the road at your projected cash flow with more accuracy.

D.) Other is meant for those periodic cash receipts that may happen only once in a fiscal year, if at all, such as a tax refund…etc…etc… These are usually small amounts that we need to keep track of to try and be correct in our monitoring. Other is not Accounts Receivable that this analysis presumes to be the same from month to month. 

E.) Here’s the hard part. Cash Out: Actual numbers must be hand entered every month. Moreover, when all of the entries have been made, the Total Out on line 80 must equal the checks written total from you bank reconciliation. In other words, every bit of cash that you spent in a given month must be accounted for. We have provided a line entitled other so that you have somewhere to account for a payment that may not fit into the provided for categories.      

F.) ENDING CASH: This whole exercise has been about coming up with this number…….Ending cash for any particular period (month or year). It is this number that tells us if we will have enough money to meet the needs of our business. It is this number that tell us how far we will have to go into an existing line of credit, or whether those lines are sufficient to meet the needs of the business. A hard reflection on the projected an actual cash flow of the business will also tell the prudent manager whether the cash flow demands being put upon the business are realistic when compared to the ability to generate cash. When all is said and done, it takes a good manager to make sound decisions based upon good information, to successfully run a business.

