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[bookmark: _Toc305663882][bookmark: _Toc449709965]Assessment – BSBSMB402: Plan small business finances
Please complete the following activities and hand in to your trainer for marking.  This forms part of your assessment for BSBSMB402: Plan small business finances.
Name: 		_____________________________________________________________
Address:	_____________________________________________________________
		_____________________________________________________________
Email:		_____________________________________________________________
Employer:	_____________________________________________________________
Declaration
I declare that no part of this assessment has been copied from another person’s work with the exception of where I have listed or referenced documents or work and that no part of this assessment has been written for me by another person.
Signed:		____________________________________________________________
Date:		____________________________________________________________
If activities have been completed as part of a small group or in pairs, details of the learners involved should be provided below;
This activity workbook has been completed by the following persons and we acknowledge that it was a fair team effort where everyone contributed equally to the work completed.  We declare that no part of this assessment has been copied from another person’s work with the exception of where we have listed or referenced documents or work and that no part of this assessment has been written for us by another person.
Learner 1:	____________________________________________________________
Signed:		____________________________________________________________
Learner 2:	____________________________________________________________
Signed:		____________________________________________________________
Learner 3:	____________________________________________________________
Signed:		____________________________________________________________


[bookmark: _Toc305663883][bookmark: _Toc449709966]Competency Record to be completed by Assessor
Learner Name:		_______________________________________________________
Date of Assessment:	_______________________________________________________
The learner has been assessed as competent in the elements and performance criteria and the evidence has been presented as;
	
	Assessor Initials

	Authentic
	

	Valid
	

	Reliable
	

	Current
	

	Sufficient
	



Learner is deemed: 		COMPETENT		NOT YET COMPETENT    (Please circle)

If not yet competent, date for re-assessment:		____________________________________

Comments from Trainer / Assessor:
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Assessor Signature:		________________________________________________________
Activities
[bookmark: _Toc449709967]Activity 1A
	[bookmark: _Toc305663885]Estimated Time
	50 Minutes

	Objective
	To provide you with an opportunity to identify and document costs associated with production and delivery of the business products/services

	Activity
	1. Document costs associated with the production and delivery of the business' products/services.

Using your business experience or practical knowledge, document three (3) examples of costs associated with the production and delivery of the particular products and services.  Should students not have any practical or direct small business experience, the instructor may substitute a hypothetical exercise.

	Products
	Services
	Type of cost

	1




	
	

	2




	
	

	3





	
	



Draw on student’s practical experiences and knowledge as much as possible and share with the class. Product costing is the process of tracking and studying all the various expenses that are accrued in the production and sale of a product, from raw materials purchases to expenses associated with transporting the final product to retail establishments. 

It is widely regarded as an extremely important component in evaluating and planning overall business strategies. 

With this in mind, companies have increasingly turned to detailed, long-range examinations that provide a more accurate representation of a product's true costs and benefits.
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Activity 1B
	Estimated Time
	60 Minutes

	Objective
	To provide you with an opportunity to calculate prices based on costs and profit margin, as an hourly charge-out rate for labour or unit price for products, calculate break-even sales point to establish business viability and profit margins.

	Activity
	1. In groups of three (3) or as directed by the instructor, discuss and use examples of how to calculate prices based on costs and profit margins and calculate break-even sales point.

Use examples from your own small business or if students do not have that option, the instructor may set hypothetical examples as an alternative.

	Area
	Our group findings and comments

	Calculate prices based on costs and profit margins
	











	Calculate break-even sales point
	

	General comments





Use examples provided by the students to undertake this activity.
The methods to do these are in the notes.
Student examples would be a more informed method of choosing examples.





[bookmark: _Toc449709969]Activity 1C
	Estimated Time
	60 Minutes

	Objective
	To provide you with an opportunity to identify appropriate pricing strategies in relation to market conditions to meet business profit targets

	Activity
	1. Describe and list disadvantages with the following pricing arrangements:

· Demand-based pricing
· Product mix pricing
· Discounting value pricing
· Economy pricing
· Promotional pricing
· Penetration pricing
· Perceived value pricing
· Skimming
· Premium pricing
· The “4.99” effect.

Demand-based pricing
Demand-based pricing is any pricing method that uses consumer demand - based on perceived value. Method in which consumer response to various price points in a range of prices is analysed to arrive at the highest acceptable price. Also called value oriented pricing.

Product mix pricing
Companies normally develop product lines rather than single products and introduce price steps, e.g.:
· Fixed and variable costs
· Competition
· Company objectives
· Proposed positioning strategies.
· Target group and willingness to pay.

Discounting value pricing
This approach is used where external factors such as recession or increased competition force companies to provide 'value' products and services to retain sales e.g. Value meals at McDonalds.

Economy pricing
This is a no frills low price. The cost of marketing and manufacture are kept at a minimum. Supermarkets often have economy brands for soups, spaghetti, etc.

Promotional pricing
Pricing to promote a product is a very common application. There are many examples of promotional pricing including approaches such as (buy one get one free.

Penetration pricing
The price charged for products and services is set artificially low in order to gain market share. Once this is achieved, the price is increased.

Perceived value pricing
Anchor pricing. When consumers are unfamiliar with a product, they will use the highest priced model within a category as an anchor. Private label brands in the supermarket are a good example of this strategy. They are placed close to the branded product and the price is typically 15% lower.

Skimming
Charge a high price because you have a substantial competitive advantage. However, the advantage is not sustainable.

Premium pricing
Use a high price where there is uniqueness about the product or service.  This approach is used where a substantial competitive advantage exists.

The “4.99” effect
People associate the number nine with value and zero with quality. Look at the difference between fast food and a gourmet restaurant. A burger meal can sell for about $4.99 while a gourmet meal at the best place in town may go for $35. So the psychology of pricing isn’t so much about gaining additional sales because the price appears to be lower, it’s about what the price communicates about your offering.
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	Estimated Time
	60 Minutes

	Objective
	To provide you with an opportunity to prepare projected profit statement to supplement the business plan

	Activity
	1. Define a profit and loss statement.

A financial statement that summarises the income, costs and expenses incurred during a specific period of time – usually a fiscal quarter or year. These records provide information that shows the ability of a company to generate profit by increasing revenue and reducing costs. The P&L statement is also known as a "statement of profit and loss", an "income statement" “profit statement” or an "income and expense statement.”
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Activity 2A
	Estimated Time
	60 Minutes

	Objective
	To provide you with an opportunity to develop a financial plan

	Activity
	
1. Using the tables in Chapter 2.1, create a financial plan. Ensure that you:

· Outline your key financial goals and objectives.
· Calculate your business establishment costs and working capital required to operate your business
· Outline your production costs and pricing strategies
· Calculate the contribution margins required for different product lines to achieve your financial goals 
· Prepare an annual budget for your business. 
· Outline your plan for finance sourcing. 

Financial targets may include:

· Break-even point
· Cost of goods/services sold
· Gross profit/net profit
· Desired actual/notional salary for owners/managers
· Desired return on investment
· Sales turnover/gross fees or income.

Executing the financial plan model includes:

· The financial plan should relate to the business plan and should list the key financial objectives which are essential for your business to achieve
· The document should explain the basic financial needs of the business, starting with the initial capital and your expected cash needs
· The financial plan should also dovetail with the marketing plan
· The financial plan needs to include establishment costs which indicate the total funds required to set up your business and cover its operating costs until it becomes profitable
· The financial plan should include a profit & loss projection including sales forecasts, cost budgets and profit targets for the start-up period.
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	Estimated Time
	60 Minutes

	Objective
	To provide you with an opportunity to acquire finance

	Activity
	1. Using the financial plan model you created in Activity 2A, further detail the following aspects on acquiring finance and comment on how you addressed these in your group’s Financial Plan:

· Start-up and ongoing financial requirements
· Sources of finance 
· Cost of securing finance
· Strategies to obtain finance as required.

Once you have calculated the amount you'll need to cover your initial start-up costs, you'll also need to factor in your running expenses. 
You should also remember that customers may not pay you immediately – but you will still need to pay all your bills to keep trading. It's sensible to have sufficient capital to cover projected expenses for at least six months.

Sources of finance may include:

· Bank term loan
· Bank line of credit
· Shareholder’s loans
· Investment
· Backers.

Typical sources of finance include:
· Personal savings
· Credit cards
· Friends and relatives
· Angel Investors
· Leases
· Bank Loans.
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Skills and Knowledge Activity
	Estimated Time
	1 Hour 30 Minutes

	Objective
	To provide you with an opportunity to demonstrate your knowledge of the foundation skills, knowledge evidence and performance evidence.

	Activity
	Complete the following individually and attach your completed work to your workbook.

The answers to the following questions will enable you to demonstrate your knowledge of:
· Reading
· Writing
· Oral Communication
· Numeracy
· Navigate the world of work
· Get the work done
· Explain break-even analysis
· Clarify costing for the business, including margin/mark-up, hourly charge-out rates and unit costs
· Summarise financial decision-making relevant to the business
· Outline methods and relative costs of obtaining finance
· Summarise principles for preparing balance sheets
· Provide a detailed explanation of preparation of cash flow forecasts and profit and loss statements
· Purpose of financial reports
· Describe working capital cycles

Answer each question in as much detail as possible, considering your organisational requirements for each one.

All answers will vary depending on the learner and the organisation they work for but the learner should be able to answer each question competently.

1. What documents may you have to gather information from?

Documents may include:

· Balance sheets
· Statements of cash flow
· Receipts
· Financial data.

2. What information may you have to communicate in writing?

Information may include: 

· Pricing
· Financial decisions regarding the organisation
· Desired profits
· Profits and losses.

3. Why may you have to participate in negotiations?

Negotiations could be to obtain finance, persuade backers, secure finance and communicate with the organisation’s stakeholders.

4. How can you determine the organisation’s profit margin?

Gross profit margin refers to the difference between revenue and gross profit.

5. What legal responsibilities may you have when planning finances?

You will need to declare all information honestly and comply with government regulations/legislation. 

6. When making financial decisions, what may you need to consider? 

You may need to consider how the decision impacts all aspects of the organisation, including marketing, sales and revenue. You will also need to ensure you comply with legislation and follow your stated financial strategy.

7. Explain break-even analysis.

The break-even point is when the organisation’s revenue exactly matches the costs; neither a profit or a loss is being made.

8. What is a margin or mark-up?

A mark-up is the term with which most retailers are comfortable. It is based on cost. A retailer multiplies a percentage — known as the mark-up — times the cost of a product to calculate the sales price for the product. 

9. What sort of financial decisions might you have to make?

Decisions may include:

· Pricing
· Desired profit margin
· Business strategy
· Goals
· Asset management strategies
· Capital investments.

10. What are methods and costs of obtaining finance?

Methods include overdrafts and lines of credit. 

Costs include interest, sudden demand to repay the debt in full and other fees.

11. Summarise principles for preparing balance sheets.

Principles of preparing a balance sheet include:

· Assets are equal to liability plus owner’s equity
· Assets are anything the organisation owns or is owned
· Liabilities are short or long term debts
· Equity is money invested and retained earnings.

12. Provide a detailed explanation of preparation of cash flow forecasts and profit and loss statements.

To prepare cash flow forecasts, add the dimension of time to the annual sales and expenses forecasts so that you can predict the future cash needs of your business on a monthly basis and check whether you will be able to pay your bills. A cash flow forecast measures liquidity.

To prepare profit/loss statements, compare key financial figures (e.g. budget, revenue) to the previous period last year. 

13. What is the purpose of financial reports?

The purpose is to communicate relevant financial information to the organisation’s stakeholders (e.g. investors, owners) and allow them to make informed decisions. 

14. Describe working capital cycles

The amount of time taken for assets and liabilities into cash is known as the working capital cycle.
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	Estimated Time
	1 Hour 30 Minutes

	Objective
	To provide you with an opportunity to demonstrate your knowledge of the entire unit.

	Activity
	This is a major activity – you should let the learners know whether they will complete it during class or in their own time.
Completed answers should be attached to the workbook.
They must individually, answer the following questions in full to show their competency of each element:
1. Identify costs, calculate prices and prepare profit statement
2. Develop a financial plan
3. Acquire finance.

1. Using your own business complete the following activities in preparation for documenting your projected profit statement:

· Determine all of the costs of your business
· Calculate the price of either/both hourly charge-out rate and/or unit price for the products/services of your business based on costs and profit margin and show your working out.
· Calculate your break-even sales point 
· Determine pricing strategies in relation to market conditions.

Answers will vary from one learner to another.

· Costs should include:
· direct/indirect costs
· fixed, variable, semi-variable costs
· overheads and employee costs
· Pricing strategies may include:
· cost/volume/profit analysis
· value-based pricing
· demand-based pricing
· competitor analysis.

2. With the information gathered in the previous question, write your projected profit statement for the coming year.

Answers will vary from one learner to another.

3. Write the financial plan for your business for the next year ensuring you cover the following aspects:

· Profit targets/goals
· Working capital requirements necessary to attain profit projections detailed in question 2
· Cash flow projections
· Capital investment requirements
· Budget targets.

       Answers will vary from learner to another but should satisfy the following 
       requirements:

· The financial plan should relate to the business plan and should list the key financial objectives which are essential for your business to achieve
· The document should explain the basic financial needs of the business, starting with the initial capital and your expected cash needs
· The financial plan should also dovetail with the marketing plan
· The financial plan needs to include establishment costs which indicate the total funds required to set up your business and cover its operating costs until it becomes profitable
· The financial plan should include a profit & loss projection including sales forecasts, cost budgets and profit targets for the start-up period.

4. In terms of acquiring finance, document the following:

· The start-up financial requirements of your business
· The ongoing financial requirements of your business
· Sources of finance accessed to provide liquidity for your business
· Any financial backers of your business
· Costs of finance.

       Answers will vary from one learner to another. Financial considerations may 
       include:

· Having an accurate idea of your financial needs. Once you have calculated the amount you'll need to cover your initial start-up costs, you'll also need to factor in your running expenses 
· Remembering that customers may not pay you immediately - but you will still need to pay all your bills to keep trading
· Having sufficient capital to cover projected expenses for at least six months
· Making sure that you have taken into account how much money you need to live on
· Bank Term Loans
· Bank Line of Credit
· Shareholders Loans
· Investment
· Backers
· What costs there are in securing financial support and the key features of each
· Overdrafts and lines of credit
· Leasing, hire-purchase (HP) and other asset-based finance products
· Factoring.
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