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Unit 3 task 3 (AO2) Start up costs

When | become a partner with Henry we will invest £2500 between us

both. We use the money invested to buy:

Computer equipment for recording important financial records as well as
listening to new tracks we have downloaded. S

A van so we can get to gigs quzckly though | cannot drive it will be for ~
Henry to drive from gig to gig.

Finally we will need DJ equmentét the moment | am not confident to do /
my own gigs | will help Henry do his gigs and learn how to do my own.

Computer equipment

/////

Henry has not kept any financial records | think this because he has no /jfj oY
knowledge and he doesn’t own a laptop or any computer equipment P
appropriate for our business, [T
Laptop Lot

Toshiba T110-107 11.6" Laptop £499.99

We will need a laptop so we can record all
financial data e.g. recent and old customers. We also need the laptop so
we can download new tracks for use at gigs and as well as researching
other DJ businesses to see what their prices are and what services they
provide so we can see the competition” And because we will be on the
move a lot it will be more appropriate getting a laptop then getting a pc.



Printer and scanner

Lexmark S305 Impact - Printer, scanner, copier -
All in One Printer £99.99

We will need a printer, a copier and a
scanner so we can scén@r import letters or files on to the laptop for
easier access. We need a copier so we can copier so we can copy files so
we don’t lose them. And we would need a printer so we can print out
important files like letters and invoices. //

Laptop speakers

ALTEC VS52620UK Altec Lansing 2.1 PC Speaker £26.19

We will also need laptop speakers so when we
download tracks we can listen to them to see if their appropriate for use at

a gig.

Subtotal
Equipment price
laptop £499.99
Printer and scanner ) ) £99.99
speakers £26.19
Subtotal
. e f £606.89
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£606.89 is how much the computer equipment will cost which to be honest
is a good amount of money for just starting out but when our partnership.-
grows larger we will need more up to date equipment and software. |

N~/



Vehicles

Van

£2000

We will need a van so we can get from gig to gig with ease and so we can
store our DJ equipment easily when we are on the move. Also | can not
drive being under the age Henry agreed he will take me and pick me up
after every gig and drop me off at home when { am confident to do my own

gigs.

Subtotal |
Equipment price
Computer equipment £606.89
vehicles £2.000.00
) subtotal
(»’V  [£2.606.89

Both computer and the van will cost us £2.606.89 which is reasonable for
just starting out a partnership. But of course when our partnership grows
will need a better brand new van and a logo on the van so we will look like
a respectable DJ business./’




DJ equipment

Lights

LED Lighting Party Kit £339.00

package includes lighting as well as
fixtures and also a smoke machine; theses will be used at gigs for the /
enjoyment of the customers

Turntables

Stanton T52 + DJX750 mixer Package £365.00

o T _—— _ N ¥ We will need
turntable scratch and mix our own tracks from older existing tracks. /_/'

CD’s! mp3 players



total S

equipment price

Computer equipment £606.89

Vehicles - . £2.000.00

DJ equipment £1.354.91
Total
£3,960.08

So all together computer the van and the DJ equipment will cost

£3.960.08. Me and Henry are both investing money in this business (£2500

each) so we will have between us £5000 and we are spending nearly
£4000 we will use the remaining money-on any emergences or to replace
any old equipment or repairs.
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Sources of finance task 3 A01

| need to invest £56000 into Henrys business so now | need to investigate
different ways to get the £5000,these/{are the following ways | can get the
~money:

* A bank loan

« Agrant

e Partnership

s Overdraft

» Share issue
Bank loan

A bank loan is amount money agreed to be lent by the bank such as HSBC,
Barclays and nationwide. Banks agree to lend businesses money over a
period of time which the person who they lend to has to pay the bank in
_ﬁﬁ)nthly repayments with interest. Interest is a percentage of the loan
charged by the year per annum (year) it is usually charged per month./
Interest can be either variable or a fixed rate.
Variable rate means the interest will increase or decrease according to
the current interest rates set by the bank of England,fixed rate means the
charge is fixed meaning that you will pay the exact money each month and
will not increase or decrease through out the life of the loan. -
The monthly and yearly cost of the load can be calculated by:
1) Dividing the amount borrowed by 100 then times it by the rate of
interest and this is how you find out much interest you have to pay.
2) Then divide the amount borrowed with the year you want to borrow
it for and that’s how much the loan will cost without the interest.
3) Add the interest to the annual cost of the loan to get the year cost of
‘ the loan with interest.
4) And finally divide the yearly cost by 12 to get the monthly price W|th
interest.

Here’s an example:

1) £5,000/100 x 5.0(rate of interest) = £250
2) £5,000/3(years) =£1,667

3) £1,667 + £250=£1,917

4) £1,917/12 = £159.75 monthly e

So in this case you would have to pay £159.75 a month if you borrow
£5000 over 3 years at 5% rate of interest. 7
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I think this is the most appropriate way to get the money for the business
because it's easy and it the cheapest way to get the money. Because
£5000 is quite a lot of money and we are unlikely to have this amount in
our savings or to be able to borrow this from famtly or fremd So itis pretty
much one of the only ways to get the money easy.

Grant

A grant is a sum of money given to a businessfor a specified reason like a
project that a businesses is planning to doy(:?;ants do not have to be paid
back, Grants usually only cover a part of the cost and could be up to 15 to

75 percent.

Smali businesses like ours can get grants from the foliowing sources:
e The government

o The EU
e Local councils or authoritif?’-“
e Charities

Grants are sometimes given to businesses involved in exporting products, .

training, or for a specific type of industry sector.

Also, a grant is a good way to get the money but it would be quite hard to
get but we could try getting a grant from the princes trust, Princes trust is
a charity that helps young business owners get money to heip run their
business.

Partnerships

Partnerships are when a sole trader wants to raise funds and takes on
partners. Each new partner confributes a sum of money called capital in

order to buy into the busmess ain reason of doing this method of raising .-

money is that there are no repayments back to third person agencies. -
Partnerships have more owners then sole trader so the profit has to be
shared this is one of the reasons that people don’t go into partnerships as
a way of funding their business. -

I and Henry are going to start a partnership so this is one of the ways we
are going to get our money because both have to invest £2500 each into
the business so we can have £5000 to cover the start up cost

fu



Bank overdraft

the bank. Fhis is called a bank overdraft. When a business takes out bank
overdratft they are basically spending the banks’ money. Banks will charge
the business interest based on the days borrowed and how much has
been borrowed.

When a l;l;‘,}i)ness spends all their money they start borrowing money from

Here’s an example of a bank overdraft and how the interestis calculated:

A company had £2000 in their bank account. Then they got a bank
statement saying they where £1000 overdrawn for 10 days. The interest
rate on their overdraft is 4 per cent/ per annum.

So it will be calculated like this:

£1000/100 x 4 = £40 £40/ 365 days x 10 days overdrawn = £1.10 interest e
Which you have to pay this over the ten days you are overdrawn. _~

| don’t think a bank overdraft is a good way to get the money | need B
because it’s an expensive way to get it because it's the banks money. " = 4 .7. E,/

A share issue is when limited companies (Ltds and PLCs) raise their initial
start up capital they do this by selling extra shares to family members and
friends as these§ shares have to be privately sold and not available to the

general public. N oot rod 08 f

Share issues

This does not apply to us because we aren’t a public limited company we
are a partnership so this don’t really help us in this current scenario.

Conclusion

After looking at ail theses different sources of finance | have found that a
bank loan would be the best way to get the £5000 that we would need to
invest into the business. Also a grant would be a good way to go as well
but like | said it can be quist difficult to get one of these grants.
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Unit 3 task 3 (AO3) running costs

As | am starting a partnership with my friend Henry | will need to find out
the running costs of our business | need to get information on the
following running costs:

e Insurance
Utility expenses
Telephone and internet costs

Vehicle expenses :
Other expenses that | will need to spend such as /



insurance

Insurance will be a running cost because yopwhave to pay insurance each 0
month. It is a legal requirement to have varyand public liability insurance -~ ",
in case of theft of if there is a accident involving customers or accidents

on the road. Wil
i

Van insurance

Because van insurance is a legal requirement | need to get van insurance
for the van ’m going to bu went on to www.gocompare.com to see

£
HAURANE ¢

GLADIAYOR £7,13286 © 5 X X X veano B

Get E1000 tovds cover 2477 for Just = exlbea C44.58 - can you afford

This screen shot shows the quotes | can get for insurance for my van. I’'m
going to use the Grove & Dean private client’s quote | am choosing this
one because it has the most cover it has break down cover and also it’s
- one of the cheapest available,/Though the cheapest quote is the quote
form van quote direct costing £3,139,33, therefore costing £283 every
N (A lmonth but the quote doesn’t cover as much as the quote | am going toget. .
% ‘The most expensive and least value for money is the quote from gladiator
(ﬂi cost a huge £7, 132, 86 per annury

h ! by Yinore Jor Hhis will be 0{'33'14_0;11"19.:0[95&83
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Public liability insurance

| also need pubilic liability insurance to cover any accidents that may
occur when out on a gig. So | went over to www.comparethemarket.com
to see what quotes | could get. 1 found a quote which also covers £5000
worth of equipment and costs me £890.00 annually so monthly it will cost
me £74.16.

Utility expenses

As | am living at home | will have to give my parents a monthly board and
lodging payment | am going to pay them £200 every month. -

For electricity | will be paying £50 a month.

For Water | will be paying £50 a month.

For internet | will be paying £50 a month.

And for internet | will also be paying £50 a month.



Telephone and internet costs

As our business is always on the move | am going to need a mobile phone
contract, aiso to keep up with gig information and music tracks to
download | am going to need some kind of internet access. Internet
access will be paid for through my board and lodging payment because
my parents already pay for internet access. /

| looked at two of the main mobile phone service providers. These are the
contracts | found:

W g BB&()t)llel T-mobile www.t-mobile.co.uk
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02 www.02.co.uk
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Palm Pre
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« GPS fiueinoth & Wi-Fi

Coloue s stovage:

40B Black
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Contract includes:
¢ Free palm pre
e 3000 minutes
e 500 texts
e Unlimited web and
Wi-Fi
e 18 month contract
Price:

£71.41amonth

After looking at both contract deals | think the contract from t-mobile is
better even though the deal from O2 has a better phone and call minutes, v
The O2 contract is more expensive costing a huge £71.40 every montlys
therefore | think | should get the contract from t-mobile because I’'m only
going to use the phone for contacting clients so | don’t want to pay too

much money on a contaét | wont hardly use and | think 1000 calling

minutes is enough (
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at t-mobile offers). So every month | am going to pay
£25.00 on a mobile phone contract with t-mobile.



This is fuel per gig and how much it is going to cost. | went to

Fuel costs per gig

e

www.theaa.co.uk and found a fuel table that helped me find how much fuel

is going to cost per gig.

£2 nanning Cost Fabfes : diosel tar running costs - The AN - Hic rusnlt'_!nlcrﬂcl Explorer pr_u\};lduﬂ by Tl
e i e A i B A DA B el S AT D A I 0 i

e e e

Safaty & Security
Fuels & Environment
Lagal Advice

. Rynring costs
Europaan Drving L e

Genecal advice & Info

", Stafding thirges ber Sanum (4}
Raad tax
Insuranca
Cost of capital

Depraciation {at 10,000
miles/annum}
eakdown covar

 Campany Car Tax
Cangestion Charging
‘Fusk Prics Raports

‘finning Gost
Tables :

Tolal {£x) :

Blanding chargex er mils (pance)
5,000
10,000
15,000
20,000
25,000
30,000

. Funninig 6o5ts g e (pnca
Disgel*
Tyres
Servica lshour costs
Repigcement pars
Parking and tolls

48,468
23.53
16.07
12.48
16.1D
8,47

k8]

' Tﬁl;i (p;n<;r3 )
* Ciesel @ 107.1p/litre. For svery
penny rnore or Jasz, add or sublract

62.06
9.1
3l.6%

5,000 miles

10,000 miles
15,000 miles
20,000 miles

As u can see the price of die

235300

3320,00

65.48
33.2¢
22.74
17,74
14.38
12,06

0.68
0.8
282
3
i.8

0.08

B1.88
49.60
39.14
34,14

Diesel car running costs - basic guide for 2009

‘Cosl new (£s}
s RG000 to

F4000.
150.0
£85.0
629.0

3152.0
42.0
4458.00

87.90
44,58
30.54
23.86
19.34
16.23

10.34
0.86
2.69

8

18.06
0.1

£05.96
£2.64
48,52
41.92

5912.00

£16.80
£9.12

40.51

31,62

25.62
21.49

12,00
.19
299
246

8

20,

0.1t

* Totslof Banding charged and riisning costs (in pinca) based an'srnial. milagge of .

137.12
79.64
£1.03
52.13

11274.00

22216
112,74
77.38
60.52
49.09
4118

£5.31
2.03
3.12

sel fuel ié”goahg to cost:lG.4p pérhﬁilié. So per

gig it’s usually going to be 30 miles because we will have an area of 30

square miles so all in its going to cost £4.2

miles.

Qy-gig if we travel the full 30



Other expenses

Money spent per gig on new music

To keep with the new music that constantly comes out | am before every
gig we attend | am going to download 5 new music tracks from

ITunes each download costs 75p so | am going to spend £3.75 on/l;n‘ijsic
downloads and tracks each gig. o~

Promotional spend per gig

So that our business is known and we can bring in more customers. | am
going to advertise our business by using flyers that | am going to hand out
at every gig we attend

Promotional expenses including flyers. | found a website where you can
get the website to make flyer for you and you can buy in packages
www.ukflyers.co.uk | will be getting a package which includes 1000 A6
flyers for £75 | am going to get this package every 10 gigs and going to
give out 100 each gig costing me £7.50 per gig.

Food and drink per gig )
Each gig | am going to need to eat and drink so | have come up with a /
budget of up to £5 each gig we attend to spend on food and drink only. -
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Monthly loan repayments
Because | am getting a loan to get the £56000 | am going to invest | need to
explain what loan | got and how much it is going to cost me monthly 1 went
to www.comparethemarket.com and | found a loan quote for £56000 and it
is flxed cost of £300 per month. ; 0 Q,Z o9
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- Unit 3task 4
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Public liability insurance

I also need public liability insurance to cover any accidents that may
occur when out on a gig. So | went over to www.comparethemarket.com
to see what quotes | could get. | found a quote which also covers £5000
worth of equipment and costs me £890.00 annually so monthly it will cost
me £74.16.

Utility expenses

As | am living at home | will have to give my parents a monthly board and
lodging payment | am going to pay them £200 every month. -

For electricity | will be paying £50 a month.

For Water | will be paying £560 a month.

For internet | will be paying £50 a month.

And for internet | will also be paying £560 a month.
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Telephone and internet costs

As our business is always on the move | am going to need a mobile phone
contract, also to keep up with gig information and music tracks to
download | am going to need some kind of internet access. Internet
access will be paid for through my board and lodging payment because
my parents already pay for internet access.

"~

| looked at two of the main mobile phone service providers. These are the
contracts | found:

- , -MObﬂe“ T-mobile www.t-mobile.co.uk

cdt nteinet Lephas s fravidedl by £hiskunt Schoat
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Contract includes:
o Free Nokia 5800

e Unlimited texts

o 1000 minutes

e Fast Phone internet

¢ 24 month contract
Price:

£265.00 amonth -~



02 www.02.c0.uk

Contract includes:
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After looking at both contract deals | think the contract from t-mobile is
better even though the deal from O2 has a better phone and call mlnutes. v
The 02 contract is more expensive costing a huge £71.40 every montty ‘So
therefore | think | should get the contract from t-mobile because I’'m only
going to use the phone for contacting clients so | don’t want to pay too

much money on a contaét | wont hardly use and | think 1000 calling

minutes is enough (what t-mobile offers). So every month | am going to pay
£25.00 on a mobile’phone contract with t-mobiie. Ve
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MOT cost

Because the van | am buying is more then three years old

MOT. To find out this cost | went to
http:/iwww.direct.gov.uk/ien/Motoring/OwningAVehicle/Mot/DG_4022514

| have to get

To see the different prices for the different types of vehicles as mines is;/

light goods vehicle it will cost me £57.70 every year to getitan MOT

rectday - Motoring - Microsoft Internel Eitploacr provided by Cheshunt Scliool
D e R e R B s S S I S A 0

o Mk fDG,_ 4027514

: ﬁ’2
Class 5 (wi% tiian 13 passenger seats)
o EPE -(!f‘“’_“)_-

Private passenger vehicles and ambulances - 13-16 1
passeryer ceats

Private passenger veahicles and ambulances - more 1
than 16 passenger seats

class 5a (Includes saat bait Instaliation check)
Vehicla typa. Agefirst tent reqilied (yaars}.
13-16 passenger seals : Not applicabie

Mcre than 16 passenger seats Not applicable

Class 7

vehilets typs. _Age firt tast regquired
Goods vehicles {over 3,000 kg up to 3,500kg 3

DGW)

- A firgt a4t required Fee

£58.65

£79.45

L Fae

£79.30
£122.65

" Fae

ER7.70

Nota: the feas shown are the maximum feea and they are not subject to VAT.

r vehicle and Operater Seivices Agency (VOSAYED

Duplicate certificates

The maximum feg for a duplicate test cartificate is £40,00 or half tha full tast feae if

laas.

Live Seach
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Fuel costs per gig

This is fuel per gig and how much it is going to cost. | went to
www.theaa.co.uk and found a fuel table that helped me find how much fuel //
is going to cost per gig.

£-5 Running Cost Tables ! diese car running costs - The AA - Micresolt Internet Explorer previd

Safety & Security

Furels & Environment . . .
Diesel car running costs - basic guide for 2009

Running costs

Legal Advice
Eurapean Driving
Gengral Advice & Infe

Kokt naw {fg): -

} T Beanging charged der Anbm (£e)
Company Gar Tax. Road tax

1200 150.0 25.0 405.6

ks . fnsurance 3970 485.0 519.0 892.0
Congietion Chaing. o of capital 477.0 629.0 9220 i622.0
Fual:price Repons Depreciation (at 10,000 2284.0 1520 4114.0 8313.0

milss/annum)

-ﬂunntm‘l Cost
Braakdown covar

Tabhs

42,0 42.0

Standing chiarges. per Mie (pance).. s T X . . .
5,000 46,48 65.48 §7.90 116.60 222.16

10,000 23.53 33.20 44,58 §9.12 PR ERE]
15,000 16.07 22,74 30.56 40,51 77.38
20,000 12.48 17.74 23,86 31.62 60.52
25,000 10.10 14.38 19.34 25.62 49.00
30,000 8,47 12.06 16.23 21.48 41,14
- CRUSHIG Casts pes mild (Brnoe) - e .

Ciegel* 7,92 10,34 12,08 15.31
Tytes 0.78 0.86 1.19 2.08
Servica labour costs 2.7% 2,86 2.9% 312
Pepizcement parls 2.29

Parkingendtolly o . .
Total (pence) BT 16,40 18,06 20.52

* Digsel @ 107.3p/litre. For avary
penny more or lass, add or subtract 0.07 8.90 o1 0.1t 014

Tl of Etanding chizges and runhing, coste (in pence) based iy annual inileags of

5,000 miles 62.06 81.88 105.96 137,12 247,43
10,000 miles 39.11 49.60 62,64 79.64 138.0%
15,000 miles 31.65 39,14 48,62 6E.03 102.65
20,000 milss 28 06 34.14 41.92

$2.13

ety

As U can see the pr:ce of diesel fuel is going to cost 16 4p per mzle So per
gig it’s usually going to be 30 miles because we will have an area of 30
square miles so all in its going to cost £4.29yrfgig if we travel the full 30
miles.



Other expenses

Money spent per gig on hew music

To keep with the new music that constantly comes out | am before every
gig we attend | am going to download 5 new music tracks from

ITunes each download oosts 76p so | am going to spend £3.75 on musuc
downloads and tracks each gig. v

Promotional spend per gig

So that our business is known and we can bring in more customers. | am
going to advertise our business by using flyers that | am going to hand out
at every gig we attend

Promotional expenses including flyers. | found a website where you can
get the website to make flyer for you and you can buy in packages
www.ukflyers.co.uk | will be getting a package which includes 1000 A6
flyers for £75 | am going to get this package every 10 gigs and going to
give out 100 each gig costing me £7.50 per gig/

Food and drink per gig ,
Each gig | am going to need to eat and drink so | have come up with a /

budget of up to £5 each gig we attend to spend on food and drink only. /o ]
s A

o 1
X pof e '

Monthly loan repayments

Because | am getting a loan to get the £6000 | am going to invest | need to
explain what loan | got and how much it is going to cost me monthly | went
to www.comparethemarket.com and | found a loan quote for £5000 and it

is fixed cost of £300 per month. oY .
. of ORI
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Unit 3 task 4 (AO4) estimation of potential sales and profitability

In order to work out the profitability of our business | have to look at the

income of our partnership which is a DJ service. Henry has given me an

’7 outline of the current demand for our service which at the moment | am
-~ unhappy with his method. Therefore | am going to conduct my own

=)

research on how other DJs (in the local area) charge for their service and

how much the general public are willing to charge for their services.

DJ’s business and their prices:

1) The first DJ business | looked at was called Jools mobile disco
http://www.joolsdisco.co.uk/pricing.htm and found a price list for their
services on their website.

wait around to play later) per ¥ hr. We will not leave the equipment unattended.

Item Price
4 hr disco (including 1hr 15min setup and 1hr dismantle, giving a total time of 6hrs £350
15min)

Additional Disco time (per 2 hour) £35
New Year Eve Basic 5hr (8pm - 1am) (for 2009) £500
New Year Eve additional Disco time (per 2 hr) £40 |
Setting Up / Waiting Time (This is where we are asked to setup in advance, and to £20

Also they have an increase of %50 of price of every gig that’s past
midnight.

2) The second DJ business | looked at was a DJ business cailed dusk till
dawn http://www.dtd-disco.co.uk/booking.htm and their prices are £200
for a four hour gig though | couldn’t find a price list.

3) The third DJ business | found was a business called pro mobile disco
http://www.promobiledisco.com/prices.htmi and their prices are £200 -
£400 for a four hour gig like the dusk till dawn 1 couldn’t find a price list.

So | called them and ask how much it would cost for a four hour gig in the

Waltham cross area and they said it would cost roughly £300 including set

up and waiting costs.

»/

7



Questionnaire

Hello ’'m Joe and I’'m conducting some research on when the general
public will need to hire a DJ and what occasions they would hire one. Is it
ok if | ask you a quick survey?

1. Would you ever hire a DJ?

Yes |l |
n

| No

If so what on what occasion would you hire a DJ?

2. Awedding?

Yes I
No

3. A house party?

Yes ||
No

4. A birthday party?

Yes 111
No

5. New Years Eve party?

Yes |

6. Christmas party?

Yes I
No

7. an others please specify

.................................................

8. Have you ever hired a DJ before?

[ Yes [ 101t ]




[No [ ]

9. If so what was the occasion?

wedding I
House party
Birthday party Il
New Years Eve party | |
Christmas party |

Other please specify

10. How much did you pay for this DJ?

Under £50
£50 - £100
£100- £150
£150- £200
£200- £250
£250-£300 l
£300- £350 |
£350- £400 i
Over £400 ||

11.Was this Va'ue forr,money e s e e e

Yes

No

12. What day of the week did you hire this DJ?

13. How much are you willing to pay to hiring a DJ per night?

Monday

Tuesday

Wednesday

Thursday

Friday

Saturday

Tan

Sunday

Under £50

£50 - £100

£100- £150

£150-£200

£200- £250

£250- £300

LN,



Unit 3 task 4 AO4 Analysis of questionnaire

| asked ten people of the general public when they would hire a DJ and
how much would they pay. Also | asked if they ever hired one before and
how much it costs them and how much they are willing to pay for a DJ in
the future these are my resulits.

The first questions | asked was would you ever hire a DJ and everyone
said they would. If anyone said they wouldn’t I'd stop from continuing the
questionnaire.

The next set of questions | asked was on what occasion they would hire a
DJ.

2 people said they would hire a DJ for a wedding.

1 person said they would hire a DJ for a house party.

5 people said they would hire a DJ for a birthday party.

1 person said they would hire a DJ for a New Years Eve party.

And the last 1 person said they would hire a DJ for a Christmas party.

But know one said any other event they would hire a DJ for any other type.
of occasion. Ve

Next | asked if they have hired a DJ before 6 people said yes.

Questions between 9 and 12 where only asked to the 6 people that
answered yes they hired a DJ before.

First | asked the 6 people what occasion was the DJ hired for.
1 people said they hired a DJ for a wedding.

3 people also said they hired a DJ for a birthday party.

No one had hired a DJ for a house party.

One person hired a DJ for a New Years Eve party.

And just one person hired a DJ for a Christmas party.

But no one hired a DJ for any other type occasion. e

Next | asked them how much did you pay for this DJ.

1 person said they paid between £250 and £300 for the DJ.
1 person said they paid between £300 and £350 for the DJ.
3 people said they paid between £350 and £400 for the DJ.
And only 1 person said they paid over £400 for the DJ.

4

e

| also asked the 6 people if this was a good value of money.
5 people said yes.
Only 1 person said no. It wasn’t a good value of money.

N
T~



Finally | asked the 6 people what day of the week was the DJ hired for.

No one said Monday to Thursday or Sunday.

But 2 people said they hired one on a Friday and 4 people said they hired
one on a Saturday. o

Next lot of question | asked all of the ten people

For Question thirteen | asked everyone how much they are willing to pay
to hire a DJ per night.

3 people said they are willing to pay £200-£250
2 people said they are willing to pay £250-£300
1 person said they are willing to pay £300-£350
And 4 people said they are willing to pay £350-£400

Next question | asked was how much where they willing to pay for a DJ per
hour.

And everybody said they are willing to pay £50-£100
Then finally | asked on what day they are most likely to hire a DJ

D people said Friday
And 5 people said Saturday

From the questionnaire | have found that most people hire DJs for
birthdays, weddings, New Years Eve parties and Christmas parties.
People are al so more likely to hire a DJ on either a Saturday or a Friday.
And people are willing to pay £50-£100 per hour or £350-£400 per night.
So when | am conducting my price list | will include al so the price per
hour and price per night. Pricing will al so be depending on the day of the
week. We will not charge depending on the type of venue or event.

-

ye

'\,‘\if
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Unit 4 task 4 (AO4) pricelist

From the research i collected from other DJ companies and the

questionnalre results | have produced a price list which includes costs of

our services provided. Which dates we are able to attend and how much g
per hour. We also will not charge on which type of event as well as the /
venue and the amount of people who attend.

Services price

4 hour gig including set up time of 1hr and 15 mins. £200
altogether time 5hrs and 15 mins

Any additional time charged every half an hour we attend | £30

' Dates on which we can attend

Wednesday
Thursday
Friday
Saturday /

- Justification of prices

My secondary research where | researched DJ businesses my research
showed that most DJs charge between £300- £400 for a four hour gig.
Also other DJs that | researched charge £35-£40 for extra time they attend

My primary research where | asked people about hiring a DJ and most
people said they would pay £200- £350 for a four hour gig. Although my
secondary research showed that DJs charges for extra time at gigs my
primary research did not but it did show that most people would pay £350-
£400 for a full night gig so | took that in to account and came up with a
price

Because of my research | have chosen to charge £200 for a four hour gig.

This is because it is cheaper then other DJs and also most people are ‘

P/W:Hlng to pay £200-£350. | will be also charging £30 for every half an hour \
because it is cheaper then other business and if it is cheaper the client

may decide to use us again for another event. / \/



Unit3 task 4 potential sales

In this section | will calculate the potential sales of our partnership. | wili
do this with the following assumptions being made.

Henry and | will work together for the first 6 months so | can learn howto
be a DJ v

Henry and | will be attending 4 gigs per week (Wednesday, Thursday, ,
Friday and Saturday) e

We will also assume that most gigs will be 4 hours long and take place
mostly on Fridays and Saturdays.

Weekly revenue:
£200 (cost of a 4 hour gig) x 4 (gigs we will attend) = £800

e

Annual revenue: B
£800 x52=£41,600

Monthly revenue: y
£41,600/12 = £3,466 ve

Revenue every 6 months: P
£3,466 x 6=£20,792
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Unit 3 task 5a (AOS5) Break Even

My running costs are either fixed or variable. Fixed are costs that stay the
same no matter what. Variable are costs that change depending on the
level of production or services provided.

In this part of the assignment | will identify which of my running costs are

fixed or variable payments and | will also explain why they either fixed or v

variable.

The break even point is when the sales income equals to total costs.
Before the break even point the business is making a loss (sales income
less then total costs). After the break even point this is when the business
is making profit (sales cost higher th¥h total costs).

<A AL

A

e
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Running cost

Fixed

Variable

Reason for being fixed or
variable.

Cost

Insurance

Van and

Public liability
insurance

Yes

No

My insurance quotes are fixed
because you have to pay the
same amount of money every
month.

Utility expenses

Yes

No

Because | agreed to pay board
and lodging payment every month
for water, electricity and internet
use.

£282.83 |

Mobile phone
contract

Yes

No

Because the contract | chose was
set for our business there is no
need to go over the amount given
oh the contract so the contract
will be fixed.

nEwicy

)

Road tax

Yes

Road tax is paid every year and it
will be the same amount.

£101.757

MOT

Yes

Again just like road tax MOT is
paid every year and wili be the
same amount.

£57.70

Loan repayment

Yes

No

| got a fixed a rate of interest loan
so | just has to pay the same
amount of money every month.

£300

Fuel

No

Yes

The value of fuel changed from
time to time and also because we
will be using a van to get from gig
the amount of fuel we will use will
very from gig to gig.

£4.29

Music tracks

No

Yes

Because have agreed to -
download 5 new tracks for every
gig we do the price well vary on
the numbers of gigs we attend
each week.

£3.75

Promotional
costs per gig

No

Yes

| agreed to get 100 flyer each 10 |

gigs we do so the cost will vary
each depending on the number
we do

£7.50

Food and drink
expenses

No

Yes

| have made a budget for me and
Henry to stick to when buying
food and drink within a gig so
again the price will depends on
how many gigs we do each week.

"

ST




Average cost per gig

From my price list and research | have estimated the average cost per gig.

Most people will ask for a 4 hour gig costing £200. This is because the
customer would have to pay £200 regardless for a gig but they can add

£30 for any more hours we attend.

Calculating break even using a formula

| am going to calculate the break even point (BEP) using the following

break

BEP =

even formula;

Fixed costs
Contribution

Contribution = sale price (per unit) - variable cost (per unit)

Then the amount of products or services to provide per month to reach

the break even point

My break even formula for my original figures

BEP =

*£881

I will need to do 5 gigs per month to break even so means | would have to

* £881.99 Y

**£179.46 =4.9 - Lt
.99(all fixed costs per month)
**£200(average sales per gig) ~ £20.54(variable costs per month)

do 60 gigs a year to break even.

Fixed costs included in formula:

Van insurance payment (£282.83)

Public liability insurance payment (£74.16)
Monthly boards and lodgings payment (£200)
Mobile phone contract (£25) ~ , -
Monthly loans payment (£300) ik b {m el

Variable costs included in formula:

Fuel costs per gig (£4.29)

Music download per gig (£3.75) N,
Money spent on food and drink (£6) — 51t oM™
Promotional spend per gig (£7.50) fom A

NP
S



Calculating break-even using a araph

I will also be calculating break even by using a graph. To help me do this |
will produce a spreadsheet please see before the graph.

Original figures

Gigs Sales Rev

0 £0.00
1 £200.00
2 £400.00
3 £600.00
4 £800.00
5 £1,000.00
6 £1,200.00
7 £1,400.00
8 £1,600.00
9 £1,800.00
10 £2,000.00
11 £2,200.00
12 £2,400.00
13 £2,600.00
14 £2,800.00
15 £3,000.00
16 £3,200.00

Now see the attached break even point chart 1 with the original result /

fixed costs
£881.99
£881.99
£881.99
£881.99
£881.99
£881.99
£881.29
£881.29
£881.99
£881.99
£881.99
£881.99
£881.99
£881.99
£881.99
£881.99
£881.99

variable costs

£0.00
£20.54
£41.08
£61.62
£82.16
£102.70
£123.24
£143.78
£164.32
£184.86
£205.40
£225,94
£246.48
£267.02
£287.56
£308.10
£328.64

total costs
£881.99
£902.53
£923.07
£943.61
£964.15
£984.69
£1,005.23
£1,025.77
£1,046.31
£1,066.85
£1,087.39
£1,107.93
£1,128.47
£1,149.01
£1,169.55
£1,190.09
£1,210.63

profit/loss
-£8861.99
-E702.53
-£623.07
-£343.61
-£164.15
£15.31
£194.77
£374.23
£553.69
£733.15
£912.61
£1,092.07
£1,271.53
£1,450.99
£1,630.45
£1,809.91
£1,989.37

3 LF,
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Reducing your break-even point
When reducing a business break even pomt they either reduce or

increase the following factors:
Reducing fixed cost and Reduiiyﬁariabie cost is basically reducing

the amount of money going oyl” Reducing the cast means having to
sell less to cover the costs, therefore reducing the break even poin@/

Raising selling price charged is raising the amount of money that is
charged for products and services provided. Raising the prices means
you're making more money per item, meaning you well need to sell less -
to cover the costs. 7

Now | am going to do three more break even calculations but this time |
am going to see what figures 1 get if I:

e Reduce the fixed cost by 30%

* Reduce the variable cost by 50%

* Raising the selling price by % /




Reducing the fixed cost o 7
First I am going to reduce the fixed cost by 30% ]}/’,

BEP = *£617.39 /
FE179.46 =3.44 v

*£617.39(all fixed costs per month) reduced by 30% Yok

**£200(average sales per gig) ~ £20.54(variable costs per month i

T

| will need to do 4 gigs per month to break even if | reduced my fixed costs
by 30% I can reduce my fixed costs by stretchmg out my loan meaning
having to pay less each month but will increase the length of the loan.

Here’s the table showing the new figures of 30% reduction of my fixed
costs,

Gigs Sales Rev fixed costs  variable costs total costs profitfoss
0 £0.00 £617.39 £0.00 £617.39 -£617.39
1 £200.00 £617.39 £20.54 £637.93 -£437.93
2 £400.00 £617.39 £41.08 £658.47 -£258.47
3 £600.00 £617.39 £61.62 £679.01 -£79.01
4 £800.00 £617.39 £82.16 £699.55 £100.45
5 £1,000.00 £617.39 £102.70 £720.09 £279.91
6 £1,200.00 £617.39 £123.24 £740.63 £459.37
7 £1,400.00 £617.39 £143.78 £761.17 £638.83
8 £1,600.00 £617.39 £164.32 £781.71 £818.29
9 £1,800.00 £617.39 £184.86 £802.25 £997.75
10 £2,000.00 £617.39 £205.40 £822.79 £1,177.21
11 £2,200.00 £617.39 £225.94 £843.33 £1,356.67
12 £2,400.00 £617.39 £246.48 £863.87 £1,536.13
13 £2,600.00 £617.39 £267.02 £884.41 £1,715.59
14 £2,800.00 £617.39 £287.56 £904.95 £1,895.05
15 £3,000.00 £617.39 £308.10 £925.49 £2,074.51
16 £3,200.00 £617.39 £328.64 £946.03 £2,253.97

As you can see with the 30% reduction of fixed costs the break even point
from my original figures has decreased so | only need to do 4 gigs per
month to fully cover the costs which is less then my original resulits. /

Now see the attached break even chart 2 with reduced fixed costs by 30%
u«"(
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Reducing the variable cost
Next | am going to be reducing the variable costs by 50%. ..

BEP = * £881.99 e
** £189.73 =4.65

*£881.99(all fixed costs per month)

“*£200(average sales per gig) - £10.27 (variable costs per month reduced

by 50%)

| will need to do 5 gigs per month to break even if | reduced my variable

Sts by 50%, but as you can see the break even figure has moved from
4.9 to 4.65 when | reduced the variable cost. | can reduce my variable
costs by eating and drinking less at gigs and reducing the number of
music tracks | can downloaq_/

Here’s the table showing the new figures of 50% reduction of my variable
costs.

Gigs Sales Rev fixed costs variable costs  total costs profitfloss
0 £0.00 £881.99 £0.00 £881.99 -£881.99
1 £200.00 £881.99 £10.27 £892.26 -£692.26
2 £400.00 £881.99 £20.54 £902.53 -£502.53
3 £600.00 £881,99 £30.81 £912.80 -£312.80
4 £800.00 £881.99 £41.08 £923.07 -£123.07
5 £1,000.00 £881.99 £51.35 £933.34 £66.66
6 £1,200.00 £881.99 £61.62 £943.61 £256.39
7 £1,400.00 £881.99 £71.89 £953.88 £446.12
8 £1,600.00 £881.99 £82.16 £964.15 £635.85
9 £1,800.00 £881.99 £92.43 £974.42 £825.568
10 £2,000.00 £881.99 £102.70 £984.69 £1,015.31
11 £2,200.00 £881.99 £112.97 £994.96 £1,205.04
12 £2,400.00 £881.99 £123.24 £1,005.23 £1,394.77
13 £2,600.00 £881.99 £133.51 £1,015.50 £1,584.50
14 £2,800.00 £881.99 £143.78 £1,025.77 £1,774.23
15 £3,000.00 £881.99 £154.05 £1,036.04 £1,963.96
16 £3,200.00 £881.99 £164.32 £1,046.31 £2,153.69

With reducing the variable costs by 50% the break even point decreased
from 4.9 to 4.65 though the figures did decrease the number of gigs | wsll
need to still do 5 gigs to break even. o
Now see the attached break even point chart 3 with reduced varlable
costs by 50%.
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Raising the selling price
Finally I am going to be raising my selling price by 100%

&

BEP = * £881.99 g
** £379.46 = 2.32

*£881.99(all fixed costs per month) '

VLI
**£400(average sales per gig raising by 100%) — £20.54(variable costs per'ﬂf’ th /W "
month) i

| will need to do 3 gigs per month if | raise my selling price by 100% to Cﬁ"
reach my break even point. | can increase my sales price by doing 5 hours
instead of 4 and charging a little bit extra for that hour.

Gigs Sales Rev fixed costs variable costs total costs profit/loss
0 £0.00 £881.99 £0.00 £881.99 -£881.99
1 £400.00 £881.99 £20.54 £902.53 -£502.53
2 £800.00 £881.99 £41.08 £923.07 -£123.07
3 £1,200.00 £881.99 £61.62 £943.61 £256.39
4 £1,600.00 £881.99 £82.16 £964.15 £635.85
b £2,000.00 £881.99 £102.70 £984.69 £1,015.31
6 £2,400.00 £881.99 £123.24 £1,005.23 £1,394.77
7 £2,800.00 £881.99 £143.78 £1,025.77 £1,774.23
8 £3,200.00 £881.99 £164.32 £1,046.31 £2,153.69
9 £3,600.00 £881.99 £184.86 £1,066.85 £2,5633.15
10 £4,000.00 £881.99 £205.40 £1,087.39 £2,912.61
11 £4,400.00 £881.99 £225.94 £1,107.93 £3,292.07
12 £4,800.00 £881.99 £246.48 £1,128.47 £3.671.53
13 £5,200.00 £881.99 £267.02 £1,149.01 £4.050.99
14 £5,600.00 £881.99 £287.56 £1,169.55 £4,430.45
15 £6,000.00 £881.99 £308.10 £1,190.09 £4,809.91
16 £6,400.00 £881.99 £328.64 £1,210.63 £5,189.37

With raising the selling price of my 100% I will only have to 3 gigs pey
month thus making it easier to pay back any costs.

Please see attached break even graph 4 with a raised selling price of

100%. ye
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Unit 3 task 5 calculating profit mardgin using contribution

In this section | am going to work out the operating profit and the profit
margin for my DJ business

This is how | worked It out. Using this profit margin formula:
4 gigs a week at £200 per gig = £800 sales revenue per week

208 gigs a year = £41, 600 sales revenue per year

L
Fixed costs = £881.99 per month x 12 = £1 0,583.88 per year (to this figure |
will need to add MOT costs and road tax) *\//

Total fixed costs per year = £10,743, 33

-

Variable costs per unit = £20.54
So, contribution = £179.46 (£200- £20.54) per gig

I will now calculate contribution per year - £179.46 x 208 = £ 37, 327, 68 o
(money earned for the year less variable costs)

To calculate operating profit we now need to take away the fixed costs of
£10,743, 33 from the contribution per year figure.

£37, 327, 68 - £10,743, 33 = £26, 584, 35 operating profit .~

-

Profit margin (per year) = £26, 584, 35/ £41,600 x 100 = 63.9% \/




Unit 3 task 5 profit and loss statement

Here is an estimated profit and loss statement for the first 6 months of my
business:

PROFIT AND LOSS STATEMENT (6 MONTHS)

SALES: £20,800.00
LESS: Y
EXPENSES: {) P

% f,-
VAN INSURANCE £1,697.01 (O gt
PUBLIC LIABILITY INSURANCE £445.00 A
UTILITY EXPENSES £1,200.00 a0
MOBILE PHONE CONTRACT, £150.00 RS
MOT o £57.70 frie
ROAD TAX £101.75 Ay
FUEL £446.16 i (i.}i,,.;_‘-. L
MUSIC TRACKS | £390.00 (ALE
PROMOTIONAL COSTS ALE £780.00
FOOD AND DRINK o £520.00

i § At £5,787.58

PROFIT £15,012.42
NOTES:

I am now going to explain where the figures above have come from and
how | worked them out:

Van insurance:

Van insurance costs £3,394.02 per annum so | divided the total costs for
van insurance by 2 to get the total amount | need to pay every 6 months

£3,394.02/ 2 = £1,697.01 v

Public liability insurance

My public liability insurance costs £890.00 per annum so divided by 6 it )
will cost £445 every 6 months for my public liability insurance. -

o

£890.00/ 2 = £445



Utllity expenses
My utility expenses will cost £200 a month so £200 multiplied by 6 is

£1200. | will need to pay every 6 months is £1200
£200 x 6 = £1200 ye
Mobile phone contract

It costs me £25 every month for my phone contract so over the period of 6
months the price will be £150.

£25 x 6 = £150 e

MOT

MOT for my van is paid every year because this is a statement of the first 6
months | will need to pay £57.70 every year -
Road tax

Road tax can be paid either annually or ever 6 months | am going to pay

road tax ever 6 months so for the first 6 months | am going to pay £101.75 .~

Fuel

My fuel cost per gig is 4.29 and | am going to be 208 gigs per year so that
will be 104 gigs per every 6 months. So get the total fuel costs per 6

months | multiplied the fuel price by the humber of gigs we will attend

every 6 months. -

e

£4.29 x 104 = £446.16

Music tracks

I am going to purchasing 5 music tracks per gig which will total £3.75
each gig. To get the price of the tracks per 6 months | download |
multiplied the cost per gig by the number of gigs we will attend

£3.75x104 =£390

Promotional costs

| am getting 1000 flyers per every 10 gigs which costs £75 and every gig |
will hand out 100 flyers costing me £7.50 per gig so | have to times the
cost per gig by the number of gigs we attend

=

N
£7.50x104=£780



Food and drink
Every gig we attend | am allowing a budget of £5 on food and drink onjy:

So if we do 104 gigs a year it will cost us £520 /

£5 x 104 = £520
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Unit 3 task 1 AO7:
The function of financial statements prepared by
small businesses

In this section | am going to investigate, the following financial statements:
° e Profit and loss account
¢ Balance sheet
» Cash flow forecast /

I will also find an example for each one to help explain more about why
they are produced and what information they must include and show

Profit and loss account

A profit and loss account is a report that records the sales income, costs, /
expensive, profit and loses and performance of a business over a trading
period time (usually a year).

o, o N
D B .
7

£

A ,4_:)_ e
g

)

Thesas are following reasons why profit and losses accounts are
produced:

A

Keeping track of the businesses profits and losses

So that the businesses owner, their shareholders and investors can keep
track on the progress of the business and measure the business’
profitability and to see what products or services are were the most /
successful in that period of time.

P
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Helping businesses plan for the future
They can help the businesses to plan ahead for the future including:
\ » Has the business been doing well is it time to expand?
» What were the most successful products or services so then can
make more products or improve on the services they provide?
o Does the business need to develop more in their services and
products?
¢ Can the business afford to take on my staff?
e Does the business need to take on new staff?

Ol

Lending money /
If a business needs to borrow money, they will provide an up to date profit

and loss account and old ones to the bank or the company they borrowing

from. Businesses have to do this so the bank or the company they are

u®



tending from can calculate the risk lending them the money and to see if
the businesses they are lending to have an increase or decrease in profit
so they can check if their money is going to good use.

Taxing

Itis a legal requirement that for all businesses to send their current profit
and loss account to the inland revenue so they can assess how they have
made in the period time and produce a assessment of tax and national /

N
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This is an example of a profit and loss account:

Turnover or
sales is how Muonth ending March 200X
much the Maonth Year (o date
business sells ' _ o
within the year ' T—— T
or a period of Agtual Budget
time, Actugal Budget  comulative  cumulaitve
£ £ £ £
Sales 8,288 71500 pLR i 23,230 Cost of sales is
how much the
Drireet cost of sales S:Jlsfg're:: Sps:; ds
o A i P iy am
Gross profit is Materialx 2AT3 2380 1,527 6,823 materials, labour
calculated by Lahour 2,063 LO50 6,248 5,975 and stock.
taking away the Divert ovichendy &15 H50 24071 {950
costs of sales - :
from the Total 5,213 4850 15,846 14,760
turnover,
Gross piargin KE{Th 2,650 9114 8,550
Bapenses
Faciory 1440 1,340ty 3527 3375 Emgxlas% are
. 415 N ARF 3 . everyda
This is the net Selling 373 400 h21 LIT0 ] ponses like gas
profit this is Technical 308 300 963 2151 pills, electrical
calculated by Accounting 245 240 157 735 bills and wages
taking total Administeative 335 345 1,080 1,150 and other
expenses away S oo expenses.
from the gross Total expenses 2403 2,385 7,548 7,245
profit.
Coutribution 0 anmual
profit 672 265 I ARo 1,305

4



Balance sheet

A balance sheet is a document that shows the businesses wealth within a
period of time it mentions the businesses assets and liabilities. l/
The balance sheet will mustinciude the businesses fixed and current
assels, the businesses current and long term liabilities and finally the
bys?ﬁ%ﬁses capital.

s
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1. Fixed assets: are items and equipment owned by the business
i.e. vehicles machinery and equipment.

2. Current assets: are items such as stock and debts due to the
business that can be turn into money pretty easily.

3. Current liabilities: are people the business owes money to

(called creditors) and if a business takes out a bank overdraft

this will also be included.

long-term liabilities: are things like loans from a third party

like banks for an example a 5§ year loan would be classed as a

long-term liabilities

capital: is the money the business starts out with and how

much profit they make this is the current value of a business
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Businesses have to produces balance sheets for the following reasons:

Measuring the wealth and value of business

Owners of businesses can calculate the value of the business by adding

all the assets and subtracting the liability and the difference is the value of

the company. This is done because if the owner wants to sell the /
businesses to a buyer they can negotiate a price. :

Making plans

It is important when planning for the future that the business to look over
the balance sheet so they can see the difference between their assets and
liabilities. If the business has more assets then current liabilities the
business would have a good capital ratio therefore can pay any
outstanding debts and can fund possible projects for the future in
developing the business. If a business has not got a good capital ratio thus
meaning cash flow problems. The balance sheet will show the business
this so they can make cuts and how they can get rid of these cash flow
problems.




Lending money

Like profit and losses accounts bu;ﬂ\esses need to produce a balance
sheet when they want lend money‘or take out a loan. The bank or company
that looks at a balance sheet of the business that wants the loan and then
checks to see if the assets of the business are higher then the loan they
want. The fixed assets are used for security, for example if a business
wants to borrow £5000 and the business had a vehicle, buildings or
equipment that is worth more then the amount they want to borrow, then if
the business had financial trouble then the bank or company they are
lending from will make the business sell the items worth more then the
amount borrowed.

0\



This is an example of a balance sheet

Billand Suzy Smith
Balance Sheet asof. September 30; 2009

1. Current

assets Assets:

» -Current (or Monetary). Assets
Cashand Checking
BavingdCDs '
Other Assets
Investments
Stacks/B onds
“Mutval Funds
~ “Dther Investients
Retitement Plans _
401k, 403b, 457 Plans
IR4s o
| » Housing
Pritnary residence
% Automobiles '
Automobiles
» Persoral Property-
Misc: Assets

2. Fixed
assets

Total & seets

1,000

5,000

0

i

2500
0

1,200
500

1]
3,500

750

11950

Laabilities

Gurrent Liabilities:
Current unpaid balances 200 «
Visa/Masgtercard: 2500

Long-term Liabilities- _
- Mottgage Loan 0
Autploans 500

College toans 3,000

“Ottier Debts 0

‘Total Liabilities 4.200

3. Current
liabilities

4, Long-
term
liabilities

F

et Woirth (A ssets- Liatilities) 7,750

T

The value of the
business (capital) is
calculated by
subtracting assets from
Habilities and the

difference is the value of
the business.




Cash flow forecast

A cash flow forecast is a document produced that is to predict the income
and growth of a business over a period of time. A cash flow forecast is
used to identify when a business is experiencing high or low levels of
income and growth. Nearly every business will compare the cash flow
forecast with the business actual figures to see how good their
predictions were.

Cash forecast are produced so that business can
e Measure their liquidity
e To make plans for the future
e Borrow money from external sources

Measuring their liquidity
The cash flow forecast will show to a business when they may get in to
cash problems, This means they haven’t got enough money in the bank to

meet all the business’s funds in a certain period of time, so then a /

business can then take steps on getting out a loan or a bank overdraft.

Making plans for the future _
Cash flow forecast can be used to estimate when a business can affe 1to
grow i.e. buying new machinery or a new building. A cash flow foreca. * _

could help decide which month is best so the business can afford it. = -

Borrowing money from external sources

External financial agencies like banks would-be able to see from the cash
flow forecast from a business which needs to borrow and can see if the
business can pay back the required payments. For example if a business
went to get a foan from a bank which had they had to pay back £500 every
month, the bank would then check the business’s cash flow forecast to
see if the business can repayment £500 every month,

o



This is an example of a simple cash flow forecast:

Months on which the

This is the amount of
money the business
has at the beginning at
each month shown.

LR
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Cash inflow is
the amount of
money coming
through each
month like
sales made
and services
provided,

Fhat cash Elour

cash flow forecast
covers, in this every €
months

Fan Fule iy s By EEVE!

Cash out flow is the
amount of money going
out each month like rent,
bills, bank loans and any
debts the business has.

Net cash flow is how much profit the
business makes each month for
example on May the business starts
with £10 at the beginning of the
month then they sell something worth
£20 then they have to pay back £10
because of debts so this leaves the
business with £10 of profit.

This is the total amount
money left at the end of
each month.




'Sosef)q Mot

&

Unit 3 task 2 (AOG) financial operations carried out by small
businesses.

Henry has not produced any financial statements | think this because he
has hardly any knowledge on how he can keep financial records | am
going to explain theses to him to help him to these produce financial
records.

In all businesses they need to keep records on whom they buy materials
from and whom they sell to. The following are financial statements are in
order they are produced when a business is buying and selling from

Wmanother business. Also these records can be use to Track financial

records on which they have sold and brought from.
Purchase order

When a customer wants to order a product form a business they will fill
out a purchase order form to confirm what they have ordered.

This is an example of a simple purchase order form:

This is the
shipping
address.
This is the
address
that the
items will
be sent to.

[Company Name]

DAYE: R
v
Courtmmar

[Company Slagand

This is the
quantity this is
how much of
each item the
customers
wants to order.

[Strerr Addrosr]
[Cixy, 5T ZIP}

Fhonz: {000-000-00001
Fau [000-000-0000]

[ ¥
[AxtniHams]

..

[Company Hamea] [CempenyHams]
[Strers Addrans § [Strocs Addrone]
[City, ST 21P] [City, ST 2IF]

[Fhonst [Fhone]
This is how much each

item costs.

U z i (3

This is 7
the items [23423423)  [ProduckB¥E
Lisgdsets)  Peaduerage |
ordered This subtotal is
item calculated by
number. multiplying the
quantity of the
- product being
Thls is the ordered and
items that the price of the
have been item.
Ordered SUBTOTAL 3 .:'
and their R Taxrete 524
name. 1A% S e 5 T
S&H % *
OTHIR 4 -
TOTAL -| 2. .T R4
This is the total of ail
Authorized by Dete

items together this is
how much this
purchase will cost.

{fyauhave any queztionr abaut thip purchare order, pleare conkact
{Hama, Phane %, Evmail, Phane, Fax]

i

ot

-~
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Delivery note

When the business receives the purchase order the business then sends

what has been ordered and a delivery note with the package. A delivery
note states where the package is from and what the package contains and

how much each product weighs.

- Address of the business
that sent the package
has been sent too.

The following are the order
number the customers
order number and also the
customers account number
so the order can be easily
tracked if there are any
problems.

ltems that is included inside
the package.

As well as the quantity and
the weight of the items that

are included in the package.

This is the total mass of the
items with the package.

This is an example of a delivery note:
S des e T age 4 CJURT T I
Feature Furniture Supplies
l Faative Pl Sepphis. U5 1TA, Eact Suina o Fasi Edieduigh, B 12 4R, Bataz wigdsm  Ervai gabeidpivalucfan e o uk
| T DY BRI Fas r 4 0)161 BT VAT Rughie: B1FADT Lasdaby Reg Ko 9000
|iﬁlii¥}$!'ylf}§‘r L L R
1t 1924 Hisenlughiam (v, 51, DELIVERY NOTE
N ntihain .
; ) Noago
Unked Kingdom | ~ Dooooz
|
v I O Ny S0000502 3 AL AR RESS -
" g Hame Blirlip
Ll { Cuddpiets’s Grdét Ho.  S00DM02 % Uit 124 Bl lgh e Bhd, Ecb
AN . i s [EERES TR
P [ el LI - ) 3 H QespaiOals  dNavemhiy 2007 } Ukl Kingior
Lihe | Gowntity | 408 O PuNurse fOssuition) Spasilwin Lesadon | mekesss i
t il 1] D02 Sefa g A 19, (0.3
3 8 11 (003 3Pieis Sule A 866940
3 45 18 bai Waane i FoRe Y
{ %5 1 onre Hesifif Fablss A i3 06T
H * i Difts Bedsde {4l [:3 ,000.08
-
Sl c ! {:Q:Q#stsagi{@ ] 14908 00 ]
A

ReTES priveyinidtres e a

Fegr 1901

Fred S EEC R KRG ALY - S S B 2l

in this box

Any other notes regarding
the products or any other
information is writing here

The despatch
date is the date
when the
package was
sent on.




This is the
business
name, logo
and the
date and
time the
package
arrived.

Goods received note /

When the customer receives the package the person who signs for the
package will check its contents and then will fill out a goods received
note. It will then be passed on to the accounting department then will be
checked against the invoice to see if they are being charged for what they
have ordered. If there is an item on the invoice that the business did not
order, then the person filling out the goods received note will send the
item back along with note stating that the customers did not order this
item.

This is an example of a good received note:

Products
included
within the
package.

This is a space
for someone to
sign when the
package
arrives.

The quantit
items includ
in the packa



) $
Invoice / ‘i‘i}} M

When the customer receives the good received note and any items that

had to be sent back that where not ordered.

Then the business that is selling the products then send backs an invoice.
An invoice is a document that shows how much the customer owes the

o

seller stating what items they have ordered and when they have to be paid

back by.

This is an example of an invoice:

Invoice Detail

¥ x ?gﬁ
b}m

EPA

. i}&a

The invoice
date and the
sale person
who sold the
items are
stated here.

The ship to
address is
the
address
where the
package is
sent to.
The hill to
address is
the
address on
which the
invoice is
charged to.

[ Jgi*” liigh Tk Gewicas
§ Je 2B et
LU Bl

et

Hivoice Marabas
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Eiingong g 1 .-’#g

The items ordered are
added to the invoice
so the customer can
see what they are
being charged for.

Net 30
means the
customer
has 30 day
to pay the
invoice and
the date
which the
invoice is
due to be
paid.

.'I:ﬁ{:aﬁ:” h 'H 519 !xT
£ otal D A1t

The total of all items are
added up to get the total
amount which is owed to the
company.




Credit note

A credit note will be sent with the invoice if there were any items that the
customer didn’t order. If there was any items that had to be sent back
because they wasn’t ordered or any items that had been ordered but
wasn’t included in the package, a credit note will explain that they will or
will not be charged for this item and will reduce or add to the amount
owed on the invoice.

This is an example of a credit note: (this credit note was done
on a computer)

Cradit Atiocation ALEY

Edit alfoccation retaits balows

Cugloiries -

The
customer
's name

Aot To Aigeate:

Snun‘iii teruo: : ':. '_

Applyta lnveice: e

f fnvoiea®d - Dt tvelor Tobek rmeont Agy

| v 19/07/08  £I8835 . £400.40

1 The total

e _— amount of

R T— : the

invoices
plus any
deductions
made

The amount is
deducted from the
total amount from the
invoices (the item that
has to be returned)




Statement of account

When a customer makes multiple purchases over a period of a month from
another company, the business will send the customer them a statement
of account. Statement of account will include all invoice totals and takes
away any credit notes and payments made to the company. The final
amount owned is for the end of that month and should be paid within 30
days.

This is an example of a statement of account:

Feature Farniture Supplies

Freatues Fusiituss Supplize, Bt 174, EastBusingss Paik, dimbunh, EH12 SR3, Unked Hirgdsin
Taf »G9 (14T JRUERT Fae: #0001 289292 VAT Regdios 00453957 Cuompany Keg oo 999095

Home Styfos e A e | P
Uit 1924 Blianingham tnd, Est. STATE ME NT OF
EH G ETE AC CGU NT )

Hanitad Kingtom

[ Cureengy Sterling _ I
[ Atetunt Mo E09 ] [ Hlatoment F or Tho Period To U520 ]
[ erate Details Due [rate Arroag Fayimetii Patance
Opening Ralence )
reMissos 1 bweaice SHHA0NE TGN 3.5724.65% 360,06
The 26606504 | Involte  S0000EG FGH05I04 434.74 .90
invoices BHGEIA § Invelce BI00G012 [ELFRITIE $,987 38 0.6
date they R 4 :
where FHIO4NA ] Rusalpd 000002 -3,080.80 -106RAF | ] The
issued - amoun
owed
for
each
A — ————— p— invoice
AL e SRR IRt Lutostt e e S 00E D
2.0 DA 259,29 1,807.38 2956.77 «
Bank Dakabe ; Cangat Hark, St Codw 839999, A7C Ho. 1334667890 Ghaguas Paybls To : Fasture Fumiors Suppls The total
Hel Aseount Sltesrenlt (Cievhod erad~ Bav, 4 Fape 1ol ¥ Postursd by Sronnpasy Brdnmise Aroeucfing < mneinvendive oax ] amount of
all invoice:
altogether

¢\



Remittance advice slip

When a business sends their statement of account or invoices they usually
send a remittance advice slip as well. Remittance advice slips are like a
little strip of paper with the customers account number and how much
they owe the business they are buying from. Remittance advice slips make
it easier for the customers to make payment quickly and easily and so
when the payment arrives, the seller can then track where the money is

from.

This is an example of a remittance advice slip:

REMITTANCE ADVICE

1 From: Gt ILen

{_Client: s

Gratf Paul & Prrnol!
PO Box 408
BATHURST NSV 2706
A

Amount Paid:

E_iue ﬁatﬁ:

[\

| A

i A

A

The address and
post code of the
company selling the
product

Invoice number: so customers
and the company can easily track
sales

Amount due: the amount of
money that needs to be paid
Amount paid: the amount of
money that the customer has paid
already

Due date: the date the money has
to be paid by

\



Cheque

/ X \%@f

)
Wy

.-

A

s,

P

i

The customer then sends a cheque for payment of the products sold. But
because development of technology most purchases are done by debt
and credit cards. Though cheques are more secure being they have the
persons name on it and can be cancelled unlike credit cards.

This is an example of a cheque:

‘The business
or person the
cheque is

“been written
for

The reason for
writing the
cheque

The
amount of
money
being paid
on the
cheque

The signature
of the person
who has
written the
cheque

The date
the cheque
has been
written on




So why should you record and keep financial records?

All business keeps a record on who they buy from and they sell too al so. it
is important that you keep financial records so that you can track how
much money you owe to a business or how much a customer owes you. If
you don’t keep and record financial you can expect the following to
happen: _

» Because you don’t keep track on the money you owe you can
expect lose of business. Companies don’t want to do business in the
future with people that don’t pay within the date the payment is due.
Documents like invoices and statement of account can help you
keep in track with the money you owe.

e Customers might not pay you for your services and products if you
don’t keep track on which you sell too. Documents that can help you
keep track are purchase order forms and invoices.

e Itis also good to keep old invoices and statement of account so if
you have a decrease in cash flow you can track back and see what
you have ordered in the past and see if there are any abnormalities
including items that was not ordered but still charged for.

So it is important to keep and record financial documents especially with a
business that will have a lot of customers so you don’t get mixed up on
who hasn’t or has paid for you your services or products.

LY



Reguesting and receiving money from customers

Requesting payments

When requesting payments from customers businesses use invoices and
statements of account. These documents are sent directly to the
customers within a certain period of time e.g. credit card statements and
bank statements.

Invoices show the items that have been ordered and how money is to be
repaid and when it has to be repaid by.

Statements of accounts are statements that will show all invoices total
over period of time given to the customer to show how money all together
they owe.

Receiving payments
When receiving payments from customers businesses can either receive
cheques or get payments through debt or credit cards.

The customer handwrites cheques with a sum of money on the cheque,
which is then transferred from the customers’ bank account into the
business account this process takes about 7 days to go through.,

Because of increasing development of technology people prefer making
purchases by debt or credit cards this is because it is easier and less
hassle. Credit cards and debt cards you don’t have to keep writing out the

amount and you name with credit and debt cards the amount to be repaid /

is charged to the card.



Recording financial transactions

When recording financial transactions businesses using these three types
of account books can make recording information easier:
Purchase daybook ~ a book or system that records what a business
has spent on goods and services they have brought and where they
have brought. Business suppliers are known as the businesses

creditors, Here's an example of a purchase day book:

The date of

PURCHASE RETURNS DAYROOK

the
purchase
from

The supplier the
business
brought from

Duat Supplier CiN Net o VAT Stationety Books Cards Muchines
Mo Valse 17%%
{ 200X ,j, The VAT
Fobill S.Jones HEO0000  FR00 200.00 that is
—p 14 Morpan & Baldwyn 272 200 27000 agded
25 A Ringh By ooy dir2S e 1300 21500 with
. 00K 7525 20000 27000 1500 21500 purchase

The total
amount owed
for the
purchases

The total of each
category of items that
has been purchases

e Cashbooks —an account book or system that is used for recording
money a business receives from their customers and the payments
to the business creditors. Here’s an example of a cash book:

The date of
the months of

CASH _ANALYSIS

The total of
amount the
customer
owes the
company

I I S R o e oy ey
Tt {Balone sy s

The fﬁ"%“mﬁadtba . t ._i‘?’m_
ame || |3 | fohnae oo _
wis| u_| usiagade 350 /5,50
it | ot Nkss 1 Lo Jion

The amount charged
for each services or
products




Sales daybook - is an account book that records the services
provided or products sold by a business, When an invoice is made a
sales daybook can help keep track on who has and who hasn’t paid
the money for their purchase, Here’s an example of a sales

daybook:

Example of Sales Journal or Sales Day Book

Date of
sale

ABC Co. Ltd Page 1
Sales Day Book
Date Descriptions Invoice No,  [Falio $
2007

01-Jan]Big Ca. Ltd 1001 513 3,000.00
02-JaniSmall Co. Lid 1002 SL20 500000
18-JanfNot So Big Co. Lid 1003 SL5 10,000.00
30-Jan|Not So Small Co. Lid 1004 Slb 7 0000
N 25000 89

GJ1

Name of the

company of the
person who
brought the
products

Total amount of
costs of
purchases and
services
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When tracking financial transactions | recommend Henry should use a
sales day book to record sales because it clearly shows who wanted gigs
and if they have paid for it and how much ithas cost. To record money
going out  recommend Henry should use a purchase day book because it
shows what money has been spent on products and supplies so he can
easily track the money going out.

b S~



Mr Henry Lennon
65 Clio Drive
Brighton

Sussex

Dear Henry

Ref: oh to be a DJ new venture

I am writing to inform you of my decision regarding the possible new
venture.

| have research the following:
e Set up and running costs as well as fixed and variable costs
e Deferent funding sources where we can get the starting up money
from
» Different ways we can keep financial records
» How much profit we can possibly make and how many gigs it would
take to reach our break even point

And after all research | am happy to agree to invest into this partnership
this is because:

¢ Starting up and running the business wiil only cost a small amount
(£3.960.08 to set up and a running cost of £902.53 per month) so it
wont take long to cover the costs if we keep to 5 or more gigs per
month

» We stand to make £2, 215, 36 in profit per month and £26, 584, 35
per year that’s if we do 4 gigs a week with a profit margin of 63.9%
per year,

» Toreach our break even point will need to do 5 gigs per month
which mean 60 per year which { think is an reasonable number to do
and we can easily do 5 gigs every month.

I think these figures are good and this isn’t the most money we can make it
is just an estimate. When | can perform my own gigs we will make so much

more income.
So therefore | am pleased to say | will invest into this partnership.

47t
Kind regards \ \‘/&

Joseph Nicoll



LEVEL 2 UNIT 3 — FINANCE IN BUSINESS — Moderators Commentary

Candidate: Candidate JN

AO Pass Merit Distinction
AO1 Candidates will show a basic Candidates will show a sound Candidates will show a thorough
Identify understanding of appropriate understanding of appropriate understanding of appropriate
funding funding sources available for their funding sources available for their funding sources available for their

sources for
the

activity or project. Candidates will
select, with limited justification, the

activity or project. Candidates will
select with clear justification the

activity or project. Candidates will
select with full justification the

selected funding for the new activity or project | funding for the new activity or project | funding for the new activity or project

business

activity or

project
The candidate has used the OCR Model Assignment pre-2009 and linked this to the DJ Business. The candidate has produced
good descriptions of the different funding sources eg bank loan, grant, partnership (not a funding source) that may be appropriate to
fund the DJ Business. Their descriptions include only a limited justification as to why each of the different funding sources is
appropriate to the DJ business activity. The candidate has said on page 8 that he needs to invest £2500 and the later he says
£5000. This is confusing. The evidence presented best fits in the pass criteria. Had the candidate produced clearer justifications
then a merit could have been awarded.
Pass

AO2 Start up costs are estimated with Start up costs are estimated and Start up costs are estimated and

Identify a minimum justification. Some supported by clear justification. supported by detailed justification.

range of set
up costs for
the selected

costs might not be wholly realistic

The majority of the costs will be
realistic

All the costs will be realistic

business
activity or
project
The candidate has identified a range of suitable set up costs for the business, eg laptop, printer, speakers, van and DJ equipment
and most of these are realistic. The list of start-up costs identifies some costs which are better than others, eg the evidence for the
DJ equipment is the poorest section. The evidence is let down by the justification. The candidate has tried to justify some of their
costs but the evidence is minimalistic and therefore a pass can be awarded.
Pass
AO3 Running costs are estimated with Running costs are estimated and Running costs are estimated and
Identify a minimum justification. Some supported by clear justification. supported by detailed justification.
range of costs might not be wholly realistic The majority of the costs will be All the costs will be realistic




running costs
for
the selected

realistic

business

activity or

project
The candidate has identified some appropriate running costs, however some are not appropriate, eg the monthly board — this is not
a running cost for a business, although the candidate seems to have split these into electricity, water and counted the internet twice.
The cost of the internet at £50 per month also seems a little excessive. The teacher has correctly identified that the candidate has
not included the running costs for Henry eg two mobile phones. Again the justification across all the items is minimal and as the
majority of costs are not realistic a pass can be awarded.
Pass

AO4 Projected sales will be accurate for Projected sales will be accurate for Projected sales will be accurate for

Estimated the data used, but may be limited in the data used, and realistic, with the data used, and realistic, with

potential sales
for the

terms of realism with limited
justification

some justification

full justification

selected

business

activity or

project
The candidate has projected their sales based on working 4 nights a week and 52 weeks a year. This is not realistic and the
evidence includes some justification. The prices identified are more realistically based on primary and secondary research; They
could have also found out from several DJs approximately how many gigs they do each year. Based on the evidence provided a
pass can be awarded as it is limited in terms of realism and justification.
Pass

AO5 The break even point will be The break even point will be The break even point will be

Identify break- | accurately calculated based on accurately calculated based on accurately calculated based on

even point and
profit

margins for
the selected
business
activity or
project

limited assumptions.
Assumptions will be basically
described. The candidate will
produce simple break even
illustrations showing how the break
even point can be changed as
outlined in the knowledge,
understanding and skills.

The profit and loss account/profit

sound assumptions. Assumptions
will be clearly described with some
justification. The candidate will
produce simple break even
illustrations with limited
justification showing how the break
even point can be changed as
outlined in the knowledge,
understanding and skills.

realistic assumptions.
Assumptions will be clearly
explained and fully justified. The
candidate will produce detailed
break even illustrations with full
justification showing how the break
even point can be changed as
outlined in the knowledge,
understanding and skills.




margin calculation may contain
errors

The profit and loss account/profit
margin calculation will contain
minor errors

The profit and loss account/profit
margin calculation will be accurate

The candidate has calculated the break even point based on a table of costs which is confusing. Some of the costs are annual,
some monthly and some per gig. This is very confusing and candidates should be encouraged to present this information in the
same format eg per gig so that it enhances their understanding of the data. The figures again include the monthly board which is
not a business expense. The profit and loss account seems to use different figures as to the research.

The candidate has produced good break even charts/illustrations showing how the break even point can be changed based on
various factors. They have produced a profit and loss account which contains errors carried forward from the break even activity.
The candidate has then gone on to produce good assumptions and projections based on increased income/reduced fixed costs.

If the figures had been calculated correctly and the justification strengthened then a merit could have been awarded, however based
on the evidence presented a pass can be awarded.

Pass

AO6
Describe the
range of
financial
operations
carried out by
a small
business

Candidates will describe in simple
terms with very limited linkage to
the new business activity or project
the importance of tracking financial
performance. They will produce
simple examples of documents that
could be used for requesting and
receipt of payment. They will
explain in simple terms the type of
account books that would be
suitable for the business activity or
project

Candidates will describe in detail
with some linkage to the new
business activity or project the
importance of tracking financial
performance. They will produce
detailed examples of documents
that could be used for requesting
and receipt of payment. They will
explain in detail with some
justification the type of account
books that would be suitable for the
business activity or project

Candidates will thoroughly
describe with detailed linkage to the
new business activity or project the
importance of tracking financial
performance. They will produce
well thought out and detailed
example documents that could be
used for requesting and receipt of
payment. They will explain in detail
with full justification the type of
books that would be suitable for the
business activity or project

The candidate has produced good descriptions the range of financial operations carried out by a small business; however their
descriptions have very limited linkage to the DJ business. Their description of why these financial operations are important to a
business is limited and candidates must be encouraged to produce more detailed descriptions. Included in the descriptions are
documents that could be used — these are good quality, and we are having to make an assumption that these have been created by
the candidate, based on the evidence presented. However, during moderation the moderator would have the opportunity to discuss
this with the centre and had the candidate not produced the documents then they would not pass this assessment objectives. The
candidate has explained the different types of account books but this is very basic and has very very minimal links to the DJ
Business. Candidates are graded on their links to the DJ business and if they do not included good links then they can not achieve
the higher grades. Based on the evidence presented, a pass can be awarded.




Pass

AO7
Explain the
function of
financial
statements
prepared by
small

Candidates will explain in basic
terms the functions of the profit and
loss account, balance sheet and
cash flow forecast

Candidates will clearly explain the
functions of the profit and loss
account, balance sheet and cash
flow forecast

Candidates will explain in detail the
functions of the profit and loss
account and the cash flow forecast

businesses
The candidate has produced a good explanation of the different financial statements and their function in business. There is no
requirement in this assessment objective to link to the DJ business and therefore a merit can be awarded for this AO. More detail of
the function of each of the financial statements would be needed by a candidate to move them from the merit to distinction grading
band.
Merit
Overall: Pass
Assessment 1 2 3 4 5 6 7
Objective
Grade awarded Pass Pass Pass Pass Pass Pass Merit

This is an interesting portfolio as a number of of action and advice points have been raised by this moderation and these would need to be

addressed. The candidate has achieved six Pass grades and one Merit and therefore a Pass overall.
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