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Unit Twelve
The Flow of Money

Purpose

Understand financial management and budgets in a franchise Develop budgets for
both the franchisee and franchisor

Work out the fee structure for the franchise group

Review how this will impact on the structure of the group overall

Actions
Action 1: Understand the flow of money in a franchise group

Action 2: Complete the set-up costs and Marketing and other Contribution Fund
Schedules

Action 3: Prepare actual accounts for your existing business

Action 4: Prepare anticipated budgets for your existing business, the model
franchisee business and your franchisor business and in the process, set up the fee
structure for the franchise

Action 5: Prepare a Budgeted Balance Sheet
Action 6: Extend the Budgets over three to five years

Action 7: Review how this will impact on the structure of the group overall

Guide
G5. Product Marketing Budget and Schedule
G6: Profit and Loss and Cash Flow Budgets

Supporting Material

SM12a: Franchise Radio Show 29, How to Maximize Your Profits Accounting for
Franchisees, with Peter Knight

SM12b: Video of Rob McAdam from McAdam Siemon discussing budgets and Cash
Flow (discussion on money management starts at about 47 minutes)

SM12c: Notional excerpt from Disclosure Document outlining requirements for
Marketing or other Co-operative Funds

SM12d: Video of Brian Keen discussing the calculation of Fees

SM12e: Video of Brian Keen discussing the commercial aspects of a franchise
agreement

SM12g. Examples of spread sheets put together for different kinds of businesses
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Unit Twelve
The Flow of Money,

The purpose of this Unit is for you to understand financial management and budgets in a
franchise, develop budgets and fee structure for both the franchisee and franchisor.

Actions

Action 1: Understand the flow of money in a franchise group

Action 2: Complete the Set Up Cost and Marketing and other Contribution Fund Schedules
Action 3: Prepare actual accounts for your existing business

Action 4: Prepare anticipated budgets for your existing business, the model franchisee
business and your franchisor business and in the process, set up the fee structure for the
franchise

Action 5: Prepare a Budgeted Balance Sheet
Action 6: Extend the Budgets over three to five years

Action 7: Review how this will impact on the structure of the group overall

Action 1 — Understand the flow of money in a franchise group

The flow of money

In any franchise group it is the franchisee which generates the turnover to support both the
franchisee business and your franchisor business and any additional levels such as State or
Regional Franchisors. You, the franchisor supply services in return for the money.

There is a saying that ‘Profitable Franchisees are happy Franchisees’, and you need to
make sure that the whole business is structured so that both you as franchisor, and your
franchisees, are happy and profitable for the long term.

Listen to this Radio Show interview with Peter Knight which sets the scene for what can be a
tricky topic.

SM12a: Franchise Radio Show 29, How to Maximize Your Profits — Accounting for
Franchisees, with Peter Knight
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Franchisor to

Franchisee to Franchisee

Franchisor e Branding and

e Service Fees and culture
Royalties e Keeping the group
« Reports on up todate
achievements e General marketing
e Great service to e Training Support

clients
e Reporting on

expenditure and
achievements

e Local Area
Advertising

e Communication
style and system

The franchisor business will need income to cover:

e Expenses to run the franchisor business including a salary for the franchisor and, as
the business becomes bigger, salary for other employees and consultants

e Franchisor’s contribution to co-operative funds such as marketing, research and
development

e Expenses to cover provision of other services for the franchisees (some will provide
bookkeeping or product)

Reasonable profit for the franchisor

The franchisee business will need income to cover:
e Expenses including a salary for the franchisee and staff
e On-going fees and services to be paid to the franchisor

¢ Reasonable profit for the franchisee

Make sure the franchisor business is viable in the long term
Franchisor income comes from a number of franchisee sources:

e Sales of the franchise outlets

e Service fees and royalties

e Sales of product

e Training Fees

¢ Renewals and transfers

e Contributions to cooperative funds such as the Marketing Fund

The thing is, once all the franchise territories have been taken up, sales income will
substantially reduce. Good franchises do not change hands very often.

So, you need to make sure your franchisor business is viable without any ongoing sales
income. The royalties, service fees, product sales and contributions all need to be able to
support expenses and reasonable profit for the franchisor in the long term. This way, once
the sales income dries up, the franchise group does not dry up too.
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Plan for growth and the need for staff

At the beginning, you the franchisor will probably take on many tasks in your part of the
organization. But as the number of franchisees increases, you will need to leverage yourself
out of the tasks and will need to employ staff or hire contractors to undertake tasks. The
same will apply to your franchisees.

Bookkeeping, for instance, is something you may be doing now but as business increases
and as it becomes more complex with the different budgets to manage, you will need a
bookkeeping service to handle these tasks.

As you go through the budgets in this Unit, remember this flow of money and the need to
think about who generates the money and there needs to be enough to support both sides of
the business as it grows and staff become involved.

Not thinking carefully about the money up front is one of the main reasons franchise groups
go wrong. It is all too easy not to plan carefully enough for your side of the business to
provide the services needed by your franchisees. And it is all too easy to overlook franchisee
expectations about the level of service they require and the amount of profit they need to

stay happy.
It is virtually impossible to change the fee structure once your franchisees are in

place. So, this is something you need to get reasonably right before your franchise
business starts. And working these out starts with the budgets.

Take care with the budgets and the flow of money.

The need for continual review
The first cut of these budgets will not be accurate.

As you go through the Units, you will find there are things you have overlooked or were not
aware of. This particularly applies to the franchisor business because you will not have
operated a business such as this before. It is easy to overlook issues which later become
important.

So continually review the budgets you prepare as you put the business together.

This continual review will never end as the business develops. The last Unit in this program
covers the budgets you and your franchisees will need to examine weekly, monthly and
annually if you are to keep your hands on the way your business is going.

The budgets
Understand how the budgets work

If you have never used profit and loss accounts and Cash Flow to work out the feasibility of a
business and you are not familiar with this level of budgeting, then start by learning.

This knowledge is essential to any business owner and if you are to grow, you need to use
these tools regularly. There are many books and courses available.

In this Unit you need to prepare budgets and Cash Flows and review them regularly,
especially in the early stages, in order to track the accuracy of your projections.

It's not only about profit — a growing business can easily run short of cash and face financial
ruin. So make sure you maintain this vital snapshot of your business and evaluate it
regularly. The Workshop video where Rob McAdam of McAdam Siemon discusses budgets
and Cash Flow is a good start.

SM12b. Video of Jeremy Harris from Grow CFO Co discussing
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budgets and Cash Flow
Use expert help

The financial planning of your new business is not to be taken lightly so we strongly
recommend, once you or your bookkeeper have prepared your budgets, you discuss them
closely with a trusted accountant and tax adviser.

It is also strongly recommended you get advice from a good franchise mentor. You need to
be sure your model works and you’re not going to have any surprises with either your Cash
Flow or with demands from the taxman.

You will incur an expense here but avoid this vital step at your peril.

Action 2: Complete the Set Up Cost and Marketing and other
Contribution Fund Schedules

You need this information to feed into your budgets for each tier of your franchise group.

Understand Contribution Funds and how they relate with each other

You need to work out how marketing undertaken by the franchisor will be funded.

Co-operative Funds can be created to cover many issues.

Most franchise groups will have a Marketing Fund. This is a Co-operative Fund, controlled or
administered by the franchisor but which can be inspected by the franchisees under terms
set out in the Disclosure Document.

Many franchise groups will also need to take contributions to cover other co-operative work
done that benefits the whole group.

Example are the service funds needed more and more often today for managing software
and other tasks which control administrative tasks across the whole group.

Many franchise groups use the one Marketing Fund to manage both the marketing and
administration funds but this can become messy to manage. So, | generally recommend you
establish at least two Co-operative Funds, one for administering the service fees your
franchisees will pay towards things such as central software and one as the Marketing Fund.

The key thing to remember is —

The rules governing all Co-operative Funds must be transparent at the time the
franchisee signs the documents.

This notional excerpt from a Disclosure Document outlines how the Marketing Fund can be
specified in your legal documents.

SM12c: Notional excerpt from a Disclosure Document outlining requirements for
Marketing or other Co-operative Funds

Determine what will be included in Marketing Fund
The Marketing Fund
The Marketing Fund covers all franchisee relevant marketing undertaken by the franchisor.

The Marketing Co-operative Fund, is controlled or administered by the franchisor but can be
inspected by the franchisees under terms set out in the Disclosure Document.

The money in the Marketing Fund is usually contributed by both the franchisor and the
franchisees in accordance with who benefits from each activity and what is set out in the
Disclosure Document.

The franchisor makes contributions to cover any company owned outlets and any work done
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which will benefit them. (Proportion of a website which also advertises for franchise
recruitment for instance).

It goes without saying, the Marketing Fund can be the source of significant argument
between the franchisors and franchisees if the marketing work and contributions are not
clearly stated at the outset. It is in your best interests to be as clear as possible from the
beginning on what will be done by whom, at what cost and who will pay.

The costs for keeping the Marketing Strategy, Brand Plan, Advertising Schedules up to date
all need to be added, as well as the ongoing costs associated with any form of promotion.

At the end of the process, you will have a great idea of how much it will cost for promoting
your product and who will be responsible.

Add ongoing marketing costs to the Product Marketing Schedule

The Marketing Plan has a Marketing Schedule attached. The Marketing Schedule is an excel
budget showing the distribution of funds needed to run marketing over the next 12 months.
What goes where will have been worked out in principle in your Marketing Plan for the
Franchise Group for the year in Unit 11.

The excel version of a notional Product Marketing Schedule available through the Members’
Area will help.

G5: Product Marketing Budget Schedule
As you can see, there are sections for:

e The costs your franchisees and each company store will bear for any Local Area
Marketing they are expected to incur to promote their own business

e The costs you, as franchisor, will bear for promoting your franchisees’ businesses

e The costs you, as franchisor, will need to control and maintain central aspects such
as:

e Product Marketing Strategy
¢ Brand Profile Development
e The website
e Managing social media
e Advertising specifications
e Printing and brand image specifications
Determine what will be included in the Service Contribution Fund

If needed a separate version of this schedule could also help with planning funds for other
contribution Funds. Just change the headings to reflect the categories you will need but
make sure you keep the broad separation of franchisor and franchisee costs clear.

What will franchisees need to run their business that needs to be managed by you, the
franchisor.

¢ Will your franchisees need to use your central POS or Xero or other accounting
system?

¢ Are their other software platforms you will manage but your franchisees will use?
¢ How will franchisees pay for printing or uniforms or other branded goods?

You will have a specific list for your business.
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What will you as franchisor need to run your business. Any use of this software by you for
recruitment for instance or managing the franchisor accounts will need to be reflected
clearly.

Determine what will be included for each franchisee’s initial set-up costs

Now you have a clear idea of ongoing marketing and service contributions you and your
franchisees will make; you will more easily be able to work out what the set-up costs for
each franchise will be.

These set-up costs will be included in the initial franchise fee and need to be accounted for
in the cashflow budgets you will be doing next.

Use the same schedule you used for the Marketing and Contribution Funds to workout what
will be included here. These costs are one off and so do not need to be extrapolated over
the year.

Determine the franchisor establishment costs
You need to account for things such as:
Franchising costs
Franchise program and any additional costs to help you complete the work involved
Trademarking
Corporate structures
Improvement to branding and marketing
Additional accountant’s fees
Recruitment promotion literature
Recruitment costs (advertising, expos etc. media etc.and brokerage if applicable)
Any additional staffing
Cost of securing new premises or vehicle
Then assess any need for additional capital funding.

Action 3 — Prepare actual accounts for your existing business

Once you have the schedules for your marketing and services contributions and the
franchise set-up fee worked out, you will be in a better position to start to work on the
cashflow budgets for both your franchisor business and your franchisees’ businesses.

The accounts for you existing business will form the foundation of all the budgets which
follow so you will start with these.

If you do not have an existing business then prepare budgets for the concept business you
are planning to franchise, working on the assumption at this stage that it is just a regular
business.

At this preliminary stage, be as accurate as you can with your figures as they are setting the
foundation for your financial reports in the future.

This stage is not difficult, simply ask your accountant or bookkeeper to give you an accurate
Profit and Loss statement for the last trading year.
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Action 4 — Prepare anticipated cashflow budgets for the model
franchisee business and your franchisor business and in the process, set
up the fee structure for the franchise

Use the actual figures from your existing business to produce these anticipated budgets.

Working out the Fee Structures

You will work out your fee structures as you go through the budgets and the one-off fee you
charge for the franchise outlet as the on-going fees will all need to be included into the
budgets.

This aspect really needs to have input from a specialist franchise advisor and franchise
accountant.

Depending on the program you are in, you may have access to both
a franchise accountant and franchise mentor to either give you
general advice or to work with you to establish these fees.

If you have this access, contact your specialists now.

It will also be useful to watch the videos of Brian discussing calculation of fees and the fees
which, commercially, you need to think about including in a franchise agreement. These
discussions will help you to think about the fair and reasonable things you need to cover.

SM12d. Brian discussing the management of money and the calculation of fees at a
training workshop

It is also worth noting this content of this video where Brian discusses some things which,
commercially, will be included in a franchise agreement. This sets the scene for some of the
things you need to think about when working out fee structures.

SM12e. Brian discussing the commercial aspects of a franchise
agreement at a workshop

Understand the budgets to be prepared

In order to produce meaningful budgeted profit and loss and budgeted Cash Flow
statements you will also need look at your capital equipment and your working capital needs
as well as running expenses and income and profit needs.

The complexity of your budgets will be determined by the range of products and services
you sell and the geographic spread of your franchises. This will go even further if you intend
to appoint international, national or state franchisors.

You need to prepare five critical budgets for each of the three businesses you are or are
about to examine.

Again, use the spreadsheets prepared by MBA Accounting to prepare each of the different
accounts you need or get professional help.

G6: Profit and Loss and Cash Flow Budgets
The three businesses
The businesses are:

e Your existing business. Budgets from your existing business or concept are crucial
as they will form the basis of the budgets you will be preparing for the two you are
about to develop.
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¢ A model franchisee outlet. These budgets will probably differ from your existing
outlet as there will be overheads and other things which will not be applicable to the
paired-down franchisee model.

e Your franchisor business. The income stream and expenditure will be closely
associated with the model franchisee business but some items will be completely
new. This is where you will start to work out the number of proposed franchisees
being placed over the budgeted time period.

If you anticipate there will be other levels in the franchise organization structure such as
State Franchisee, then prepare the five budgets for these levels too.

Optimistic, realistic or cautious?

It's always difficult when preparing projections. Naturally it is tempting to be optimistic — with
the result that you'll risk being disappointed. If you don’t achieve these figures, you could
also fail and have Cash Flow challenges. Seek professional advice.

You may want to prepare three versions of your initial income and expenditure.

e Optimistic
e Realistic
e Caution

A word of warning — avoid the trap of being overly cautious and ‘black hatted’ too, because
you run the risk of projecting a mediocre image. But use this version to prove up your
figures. If it works in the cautious budgets it will work at all levels.

The five critical budgets

Here are the five critical budgets needed to assess the feasibility of each of your existing or
new franchised business.

The Excel Guide prepared by our accountants will help with some of these budgets.
G6. Profit and Loss and Cash Flow Budgets

¢ Budget of anticipated income and expenditure through a series of profit and loss
budgets. The Guide will help.

e Cash Flow forecast based on your profit and loss budgets and establish working
capital needs. The Guide will help.

¢ Finance Statement reflecting your current and proposed funding requirements. The
Guide will help.

o Budget of Anticipated Capital Equipment requirements. You will need to do this
on a separate excel sheet for the projected timeframe.

¢ Prepare a funding schedule for the group showing where and when the funds to
maintain Cash Flow and purchase capital equipment will be accessed. Does it stack
up against available funding? You will need to do this on a separate excel sheet for
the same timeframe.

You will then calculate the rate of return on capital after providing for realistic
owner/operator wages. Again, you will need to do this on a separate excel sheet for the
same timeframe.

Prepare the budgets for the first 12 months

You will start by preparing your budgets for the first 12 months for each of your three
businesses.
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Prepare the budgets of anticipated income and expenditure through a series of profit and
loss budgets

Guide 6 has been prepared by our accountants to help with this task Work out the following
income streams in order:

e Recruitment and Fee budget
e Income
o Expense items

Prepare the Cash Flow forecasts

This is based on your profit and loss budgets and establishes working capital needs Guide 8
has been prepared by our accountants to help with this task.

Prepare the Finance Statement

This will reflect your current and proposed funding requirements. Guide 8 has been prepared
by our accountants to help with this task.

Prepare the budgets of Anticipated Capital Equipment

Create a Schedule of Capital Expenditure for year one and list the items. This will provide
you with your working capital needs.

Prepare a funding schedule for the group.

This will show where and when the funds to maintain Cash Flow and purchase capital
equipment will be accessed.

Does it stack up against available funding?
Calculate the rate of return on capital

In this section you will need to consider carefully if you have provided for realistic
owner/operator wages.

Look at the alternatives - for example:

o How good is your return on investment compared with the long-term interest rates
available on other forms of investment?

e Does the activity generate a premium return?
e Or are you better off keeping your money in the bank?
Action 5 — Budgeted balance sheet

If you only have a budgeted profit and loss statement and budgeted Cash Flow statements,
you're only looking at part of the picture.

You really need a budgeted balance sheet as well.

This is so you get the full picture as it provides a check on what particular strains a profit and
loss budget will put on the working capital and funding requirements for the business.

Action 6 — Extend the budgets over three to five years

When you feel comfortable you have prepared the best possible budgets for your first 12
months you can proceed to extrapolate them over a number of years. It is generally
recommended a minimum of three years be applied but certainly five is a healthy number.

Re-consider how large you wish to grow your group and the rate of expansion you are
projecting.

This is where you need to look at four phases of your evolution as a franchise group:
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Phase One

During early growth, some of your overheads will be top-heavy because you are spending
certain fixed expenditure items and cash items across a low income due to your small
number of franchisees joining the system.

Phase Two

Once you've established yourself as a successful and attractive franchisor you can increase
your recruitment marketing and accelerate recruitment. There will be a tipping point where
you will be receiving much higher franchise sales revenue — which will represent optimum
spread of your expenses

Phase Three

You will be approaching maturity and so maintain moderate franchisee sales revenue. This
will probably also include fees for re-sales from franchisees who are selling their franchises.

This is the ideal ‘zone’ for you to reach in your business because income and expenses are
fairly predictable.

Phase Four

This is where market penetration has reached close to saturation point for the time- being at
least, and you will be receiving little by way of franchise sales income. You will be relying on
monthly fees, re-sales and renewals and this is a break point for you. So it is essential to
spend time developing your budgets for this period. The reason is, you need to ensure these
income streams are sufficient to cover your projected expenses, critically to include your own
salaries, research and development to keep the group on trend, your franchisor support and
marketing responsibilities etc.

Have a look at some of the examples | have put together.
SM12g: Examples of spread sheets put together for different kinds of businesses

Action 7 — Review how this will impact on the structure of the group
overall

Review your previous work

Now you have prepared all the budgets, you have the opportunity to review the work you
have previously undertaken on marketing and organization structure to make sure the
figures fit with your planning. This will help you determine if the amounts you used for your
initial franchise fees and ongoing fees etc. have the right balance to ensure the business is
profitable for everyone involved.

Look closely at:
e Pricing and the margins applied to your products and services
e Expenditure you have forecast

Are you making adequate provision for growth? Or can you comfortably defer some of the
acquisitions?

These are all very important questions to be treated very seriously and analyzed closely as
you finalize the design of your business structure.

The on-going need for continual review and expert assessment

Bear in mind these are projections and, after only a few months, reality may be showing a
different picture.

This is why it is so important to review your projections regularly. It is not something to
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consider a chore but an essential exercise in growing your business.

These reviews are well suited to having someone from outside of your business join the
forum to contribute their own independent views. When you think about it this makes a lot of
sense because you are inevitably so deeply involved in your business you are probably in a
bubble.
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Supporting Material

SM12a: Franchise Radio Show 29, How to maximize your profits accounting for
franchisees, with Peter Knight

You can access this video either through the Members’ Page on the website
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Supporting Material

SM12b. Video of Jeremy Harris from Grow CFO Co discussing budgets and Cash Flow
You can access this video either through the Members’ Page on the website
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Supporting Material

SM12c: Notional Excerpt from Completed Portion of Disclosure Document
Co-operative Funds
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Franchise

Notional Excerpt from Completed Portion of Disclosure
Document

Co-operative Funds

This is a section from a Disclosure Document dealing with Co-operative Funds such as the
Marketing Fund.

The bold headings are from the Disclosure Document form. The lighter information beneath
are notional information provided in response to the heading for a particular franchise.

As you can see, Co-operative Funds can be created to cover many issues. The key thing to
remember is —

The rules governing the Fund must be transparent at the time the franchisee
signs the documents.
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Franchise For Business Owners Who

r ; mpDI\v Their Business And Get Thei Life Back!"
FOII T 1LY

MARKETING OR OTHER CO-OPERATIVE FUNDS

12.1 For each marketing or other cooperative fund,
controlled or administered by the Franchisor or for the
Franchisor, for inspection at a time and place
mentioned in the Disclosure Document.

(a) The kinds of persons who
contribute to the fund (for example,
Franchisee, Franchisor, outside
Supplier).

[.  The Franchisee is to contribute to the Marketing
Fund.

[I.  The Franchisor may contribute to the Marketing
Fund.

[ll.  An Authorised Supplier may contribute to the Marketing Fund.

(b) Whether the Franchisor and / or the Franchisor must contribute to the
fund in relation to businesses owned or operated by the Franchisor
that are substantially the same as the Franchised Business and if so
whether the contribution is worked out in the same way as for a
Franchisee.

No.

(c)  How much the Franchisee must contribute to the fund and whether
other

Franchisees must contribute at a different rate.
(d) Who controls or administers the fund.
The Franchisor.
(e) Whether the fund is audited and if so by whom andwhen.

Yes - the Marketing Fund will be audited though the Franchisor will be seeking in terms of
the Code approval from the Franchisees of an exemption from the audit requirement. If
seventy five percent (75%) of Franchisees agree to the non-audit of the Marketing Fund then
the Franchisor will not audit the Marketing Fund but will make available a copy of the Profit
and Loss Account and Balance Sheet of the Marketing Fund in accordance with the Code.

(f) Whether the funds financial statements can be inspected by, or will
be given to, Franchisees.

Yes in terms of the Code - they may be inspected during business hours at the
Franchisor’s premises.

(9) The kinds of expense for which the fund may be used.
The Franchisor may use the Marketing Fund to pay the costs of:

i.  Developing, implementing, conducting, advertising and
promotional campaigns and activities;

i.  Conducting research including research in relation
to Products, services and customers;
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Vi,

Vii.

viii.

Xi.

The design, development and production of sales
and marketing tools and aids with supporting
training systems and software;

Developing public relations, customer and supply relations;

Engaging advertising agencies and marketing and
public relations consultants;

The modification, addition and/or substitution of the
Marks and/or the Franchise image;

The development and maintenance of the website;

Administration of the Marketing Fund including
reasonable overheads and administrative costs, the
costs of materials and employees’ salaries and printing
costs;

Payment of accountancy, legal and other fees in
respect of audits to the records of the Marketing Fund;
and

Any GST payable on any expenditure from the Marketing Fund.

(h) The funds expenses for the last financial year, including the percentage
spent on production, advertising, administration and other stated
expenses.

N/A

(i) Whether the Franchisor or its Associates
supply Products or Services for which the
fund pays and if so details of the Products or
Services:

The Franchisor if it supplies Products or Services for the Marketing Fund is entitled to and
will charge at market rates for the supply of those Products or Services.

(j) Whether the Franchisor must spend part of the fund on marketing,
advertising or promoting the Franchisees Business.

The Franchisor will use its best endeavours to distribute the Marketing Fund equally
amongst the Franchisees but does not warrant that the amount spent on promoting the
Franchised Business will be in direct proportion to the Franchisees contribution.

John Lund Drive Hope Island Queensland 4212
1300 960 136

enquiries@franchisesimply.com.au
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Franchise

JUST LIKE THAT

Supporting Material

SM12d: Video of Brian Keen discussing the calculation of fees

SM12e: Video of Brian Keen discussing the commercial aspects of a franchise
agreement

You can access these videos through the Members’ Page on the website

John Lund Drive Hope Island Queensland 4212
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Franchise

Supporting Material

SM12g, h, and i - Examples of spread sheets put together for different kinds of
businesses

Franchisee business service type model budget 2014
Franchise Budgets Year Two Sample service type model Year 2
New franchisor Sample Regional Hub model budget 2014

See the separate Excel Sheets in the Members’ Area of the Website giving the
examples

John Lund Drive Hope Island Queensland 4212

1300 960 136 r FranhiseJusruKEmT
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3imply

JUST LIKE THAT

Guide 5
Product Marketing Schedule and Budget

Also see the excel version of this Guide which can be downloaded from the Members’ Area
of the Website

4 John Lund Drive Hope Island Queensland 4212 r s -
7 1300960 136 ’ FranhlseéV{‘mp}y
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Trial period

Activity 1:" Azug]- gg p-
Franchisor marketing
. Franchisor
Marketing Plans by o
Franchisor establishment
costs
. . Initial investment
Branding by Franchisor for Branding 1,200
Advertising by Franchisor Lglrtl\j‘\ll;@;iztmem 5,000
Initial investment for
Social media
Initial investment for
printed material design
Initial investment for
shop design
Total costs for
Franchisor
One off cost for launch Within initial fee
Cost of social media As designed with
and website franchise layout and
adjustments branding
As designed with
Construction of shop franchise layout and
branding
Induction advertising . . .
. Induction Marketing with
for each franchise -
outlet Franchisee ($1100)
Total costs within
initial fee
/\John Lund Drive Hope Island Queensland 4212 . - '
’g‘ 1300 960 136 ’ ° r’ FranhlseJ\\gr{\mp y

enquiries@franchisesimply.com.au -
& enq @ L www.franchisesimply.com.au 30



Franchisor
. : responsible paid
elggeli L e el through Marketing
Fund
Research in branding, .
website, social mediaand | XSVieW (83000 Every 100 |00 oo |00 oo oo oo foo hoo oo oo [1,100 .93
; . : Three Years)
print review by Franchisor
Regional and National EG Noodle Markets, TV,
o . 1,500
advertising Radio, Press
Email marketing to
database for promotions
Franchisee total
Marketing Fund
contribution
Franchisee marketing
Franchisee local .
advertising Promoting the Product 200 200 200 200 200 1,000 [2.67
Print material letter box As needed
drops
Local events and tastings As needed
Local radio and TV As needed
Total payment for Local
advertising
Product
Promotion
Mechanisms
Purchase print materials | \q oo ded 300 300 300 300 1,200 [3.20
from Franchisor
Total payment for print
materials

John Lund Drive Hope Island Queensland 4212

1300 960 136

enquiries@franchisesimply.com.au
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Franchise

MSmply

JUST LIKE THAT

Guide 6
Profit and Loss and Cash Flow Budgets

See the separate working copies of the Excel Sheets in the Members’ Area of the
Website

ﬁ John Lund Drive Hope Island Queensland 4212

Bommon > Franchise /M DIy
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Franchise

UST LIKE THAT

“For Business Owners Who Want To Grow

Their Business And Get Their Life Back!"

[Company
Name] Pty
Ltd

30-May-13

Budget for the
Period Ended
[DATE]

Tax

Income

Code

Mth 1

Mth 2

Mth 3

Mth 4

Mth 5

Mth 6

Mth 7

Mth 8

Mth 9

Mth 10

Mth 11

Mth 12

Total

Franchise
Sales

25,000

25,000

25,000

25,000

25,000

25,000

25,000

25,000

25,000

25,000

25,000

25,000

300,000

Franchise
Transfers

15,000

15,000

15,000

15,000

15,000

15,000

15,000

15,000

15,000

15,000

15,000

15,000

180,000

Ongoing
Franchise
Fees

1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

12,000

Interest
Received

Less GST
Payable

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(43,632)

Total Revenue

37,364

37,34

37,34

37,364

37,364

37,34

37,34

37,364

37,364

37,34

37,34

37,364

448,368

John Lund Drive Hope Island Queensland 4212
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[Company Name] Pty Ltd

Budget for the Period Ended [DATE]

Mth 1

Mth 2

Mth 3

Mth4 | Mth5

Mth 6

Mth 7

Mth 8

Mth 9

Mth 10

Mth 11

Mth 12

Total

Less Expenses

Accounting Fees

Advertising

Amortisation

Bank Charges

Body Corporate

Building
Allowance

Cleaning

Depreciation

Electricity

Fees & Permits

General
Expenses

Hire of Equipment

Insurance

Interest - O/D

9.50
%

Lease Instalments

Legal Fees

Motor Vehicle

Postage

Printing &
Stationery

Rent & Outgoings

Repairs & Maintenance

Staff Amenities

Staff Training

Subs & Registrations

Superannuation

Telephone & Fax

Travel Expense

Uniforms

Wages - Staff

Wages - Other

WorkCover Levy

3.00
%

Other

Other

Other

Less GST Inputs

Profit/(Loss)

37,364

37,364

37,364

37,364 37,364

37,364

37,364

37,364

37,364

37,364

37,364

37,364

448,368

Cumulative
Profit/(Loss)

37,364

74,728

112,092

149,456/186,820

224,184

261,548

298,912

336,276

373,640

411,004

448,368




[Company Name] Pty Ltd - 30-05-13

Cash Flow for the Period Ended [DATE)

Mth 1

Mth 2

Mth 3

Mth 4

Mth 5

Mth 6

Mth 7

Mth 8

Mth 9

Mth 10

Mth 11

Mth 12

Total

Opening
Bank
Balance

1,000

5,150

37,900

78,900

108,992

149,992

190,992

221,084

262,084

303,084

333,176

374,176

1,000

Cash Receipts

Debtors

4,200

32,800

41,000

41,000

41,000

41,000

41,000

41,000

41,000

41,000

41,000

41,000

447,000

Interest Received

Loans

ATO - GST
refunds

Other

4,200

32,800

41,000

41,000

41,000

41,000

41,000

41,000

41,000

41,000

41,000

41,000

447,000

Cash Payments

Creditors

50

50

100

Salaries & Wages

Asset Purchases

50

50

100

Other Payments

GST

10,908

10,908

10,908

32,724

PAYG
Instalments

0.00%

Income Tax

Loans - Banks

- Hire Purchase

- Shareholders

50

50

0,908

10,908

10,908

32,824

Closing Balance

5,150

7,900

78,900

108,992

149,992

190,992

221,084

262,084

303,084

333,176

374,176

415,176

415,176
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[Company Name] Pty Ltd

Budget for the Period Ended [DATE]

Debtors
Collection
Opening
balance $100
Cash XXXX 10% 10% 10% 10% 10% 10% 10% 10% 10% 10% 10% 10%
30 days 100% 70% 70% 70% 70% 70% 70% 70% 70% 70% 70% 70% 70%
60 days 0% 20% 20% 20% 20% 20% 20% 20% 20% 20% 20% 20% 20%
90 days 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Mth 1 Mth 2 Mth 3 Mth 4 Mth 5 Mth 6 Mth 7, Mth 8 Mth9 Mth10 Mth11] Mth 12| Total
Sales 41,0000 41,000f 41,0000 41,0000 41,0000 41,000 41,000 1,000, 41,0000 41,0000 41,000 41,0000 492,000
Debtors
Collection
Opening 100 . - 100
Mth 1 4,100 28,700 8,200 - 41,000
Mth 2 4,100 28,700 8,200 - 41,000
Mth 3 4,100 28,700 8,200 - 41,000
Mth 4 4,100 28,700/ 8,200 - 41,000
Mth 5 4,100 28,700 8,200 - 41,000
Mth 6 4,100 28,700 8,200 - 41,000
Mth 7 4,100 28,700, 8,200 - 41,000
Mth 8 4,100 28,700 8,200 - 41,000
Mth 9 4,100 28,700 8,200 - 41,000
Mth 10 4100 28,700 8,200, 41,000
Mth 11 ’ 4,100 28,700, 32,800
Mth 12 4,100 4,100
ZOtal . 4,200, 41,800, 41,0000 41,000, 41,0000 41,0000 41,0000 41,0000 41,000 41,0000 41,000F 41,000, 447,000

ollections
ggﬁg‘g 36,900, 45,100, 45,1000 45,100, 45,100, 45,100 45,100] 45,100, 45,100, 45,1000 45,100, 45,100
J;};r:)l;;n:g;ve Hope Island Queensland 4212 r Frqnchisemm ]
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Company Name] Pty Ltd

Budget for the Period Ended [DATE]

Mth 1

Mth 2

Mth 3

Mth 4

Mth 5

Mth 6

Mth 7

Mth 8

Mth 9

Mth 10

Mth 11

Mth 12

Total

Creditor
Payments

Opening
balance

$ 100

Cash

XXXX]

50%

50%

50%

50%

50%

50%

50%

50%

50%

50%

50%

50%

30 days

50%

50%

50%

50%

50%

50%

50%

50%

50%

50%

50%

50%

50%

60 days

50%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

90 days

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

Mth 1

Mth 2

Mth 3

Mth 4

Mth 5

Mth 6

Mth 7

Mth 8

Mth 9

Mth 10

Mth 11

Mth 12

Total

Credit
Purchases

Total Credit
Purchases

Creditor
Payments

Opening

50

50

Jul

Aug

Sep

Oct

Nov

Dec

Jan

Feb

Mar

Apr

May

Jun

Total
Payments

50

50

Closing
Creditors

50
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[Company Name] Pty Ltd

Budget for the Period Ended [DATE]

Mth 1

Mth 2

Mth 3

Mth 4

Mth 5

Mth 6

Mth 7

Mth 8

Mth 9

Mth 10

Mth 11

Mth 12

Total

FINANCE
STATEMENT

Loan - [BANK]

Opening Balance

Interest

6.5% -

Repayments

Closing Balance

Loan - [BANK]

Opening Balance

Interest

6.5% -

Repayments

Closing Balance

Loan - [BANK]

Opening Balance

Interest

6.5% -

Repayments

Closing Balance

[Company Name]
Pty Ltd

Budget for the
Period Ended
[DATE]

GST Calculations

Mth 1

Mth 2

Mth 3

Mth 4

Mth 5

Mth 6

Mth 7

Mth 8

Mth 9

Mth 10

Mth 11

Mth 12

Total

Opening
(Creditor)/Debtor

GST Payable on
Taxable Supplies

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(43,632
)

Input Tax Credits

GST
(Payable)/Refundable
for month

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(3,636)

(43,632

ATO
Payment/(Receipt)

10,908

10,908

10,908

32,724

Cumulative Balance

(3,636)

(7,272)

(10,908)

(3,636)

(7,272)

(10,908)

(3,636)

(7,272)

(10,908)

(3,636)

(7,272)

(10,908)

(10,908)
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