
 

Financial Workbook Guidance 

Introduction 
 
This guidance is intended to clarify what financial information is required, how to complete the 
worksheets and what assessors are looking for. Competition for Awards is intense with many more 
applicants than Awards available. We recognise that before investing a significant amount of time in 
making an application, applicants should be clear on what is required. Our application process is 
intended to be clear, transparent and relevant to social entrepreneurs. 

Forecasting 
 
A financial forecast is an estimate of a future financial position. It 
is based on a set of assumptions and information available at the 
time of the forecast. Financial forecasting is complicated because 
it is an attempt to predict what might happen over a period of time 
in the future, usually at least a year.  Circumstances can change 
very quickly and plans can fall apart. The worst type of financial 
forecasting is based on scenarios which have no bearing on the 
reality of the organisation or the environment in which it operates. 
The best type of forecasting is closely based on the organisations 
current position and an overview of the external environment 
including opportunities and threats. The backbone of forecasting 
is provided by the assumptions which are made about the 
organisation, customers, production and competition. 

Common Mistakes 
 
There are a number of common mistakes which applicants make when applying for an Award. 
 

Not planning the application: 
The Award application is intended to capture a range of information which is 
consistent and clear. Application materials consist of financial worksheets, an 
application form and interview. Poor applications appear disjointed. Thinking 
through the overall assessment requirements and planning through each 
requirement is a good starting point. 
 

Giving the finances low priority: 
Many applicants mistakenly start completing the form without thinking about the financial information. 
This is a significant error as the criteria are based around sustainability and the financial sections are 
key to this. The narrative should support and explain the numbers in the financial workbook. Incomplete 
and poorly written financial information makes the application appear weak.  
 

Unrealistic assumptions: 
Unrealistic assumptions are a common problem. Assumptions need to be backed up with indicators. An 
indicator is something which you can point to and back up an assumption. Assumptions by their nature 
cannot be proven but they can be given more credibility. For example, if we assume income is going to 
be £120,000 in the next year, is this realistic or not? If we say in the current year our actual income is 
£110,000 and we are in discussions with a customer to buy an extra £20,000 worth of goods this 
sounds like a reasonable assumption. If we said we had sold £25,000 worth of goods this year and were 
hoping to take on two members of staff to sell £120,000 next year we would need a clear set of 
assumptions to back this up. Simply adding more staff does not mean more sales.  
 

Mix between grant funding and trading income not explained: 
Many ventures have mixed income streams such as grant funding and trading income. A common 
mistake is attempting to use grant funds to plug gaps with trading income. It needs to be clear how 
grants are being used in relation to sustainability and how they are used to create impact. Having a 
clear strategy for grant funds and appropriate legal structure will need to be in place. 
 



 

Completing the Financial Workbook 
 

The workbook is comprised of six different worksheets: 
• Introduction 

• Notes and Assumptions 

• P&L Summary 

• Cashflow Year 1  

• Cashflow Year 2  

• Cashflow Year 3  
 

Introduction 
This sets out the requirements and purpose of the workbook. It states that the information requested 
can be provided either using this template or by sending a spreadsheet using your own format. If using 
the latter please ensure the same information is provided and to the same degree of detail. This is a 
requirement of the Award. 
 

Notes and Assumptions 
Financial forecasting can sometimes appear a spreadsheet driven exercise. In fact this is not the case. 
Financial forecasting rests on the assumptions made. A financial model is only as good as the 
information which goes into it. The assumptions made behind a financial forecast need to be credible. 
The following assumptions could be provided. 
 
Assumptions behind the income of a particular product could include: 

• Sale price of product per unit 

• Gross margin of product per unit (price of unit – cost of unit) 

• Average volume of product sales per unit per month/quarter 

• % sales growth per year 

• Breakeven point per product/service line 

• Average payment period from customers (i.e. 30 days/90 days) 
 
Assumptions behind the income of a particular service/contract could include: 

• Sale price per training course 

• Sale price per day workshop 
 
Assumptions behind the income from a funder: 

• Stage of application status – approved or pending 

• Deadline for funding decision 
 
Assumptions about fixed costs expenditure (these are costs which tend to be unchanging): 

• Salaried staff – part-time and full-time 
 
Assumptions about variable costs expenditure (these are costs that will vary with time): 

• Cost of freelance trainers 

• Unit cost of product – as affected by supply and demand 
 
Additional notes is for any relevant information relating to income that has not already covered in 
assumptions: 

• Risks such as changes to suppliers, actions of competitors, political factors 

• Cashflow challenges, such as variability in cashflow, trends in the market 

• Current financial position as of today: how much money you have, how much do you owe and 
how much are you owed and how manages your cashflow 

 
Financial forecasting is all about these kinds of assumptions and how they are then represented in 
numerical form and explained. Working through these assumptions should help you produce a reliable 
financial forecast. 
 

Profit and Loss Summary 
The profit and loss (P&L) account provides a record of how a business has performed over a specific 
period, which is usually twelve months for formal accounts and one month for management accounts. It 
provides a 'snapshot' summary of the total income and expenses for that period. It will show a profit if 
income is greater than expenses and a loss if expenses are greater than income. 
 



 

All limited companies that are trading must prepare an annual P&L account to comply with company 
law. 
 
A P&L account shows: 

• The income for a specific period. This comprises the sales revenue (or turnover) from products 
or services as well as other sources of income, including the sale of business assets and bank 
interest received. 

• The business expenses for the period. This includes the costs associated with sales as well as 
all other business expenses. 

• The profit or loss achieved in the period. 
 
P&L accounts are typically prepared for the 12-month period that corresponds to the business financial 
year. It is good practice to prepare a monthly P&L account as part of the regular management accounts 
for the business. 
 
Total Grants  Represents all grants secured from statutory, European and Trust funders. 
Total Sales This is the income from the sales of products or services during the period 

shown in the P&L account. It does not represent the actual amount of cash 
received from customers because some payments may still be outstanding 
or may have been paid in advance. 

Total Other  Including director loans, debt financing (e.g. debentures) etc. 
Fixed costs This covers all operating costs that are not linked directly to producing a 

product. They include rent, utilities, insurance and staff costs not recorded 
under cost of sales. These costs are often referred to as the business' 
overheads. Generally speaking, they are regarded as fixed costs because 
they do not rise or fall in direct proportion to your output. 

Variable costs These are the costs that can be directly attributed to the production of a 
particular product or sale of an item. If a business manufactures tables, for 
example, the cost of sales will be the cost of the raw materials (wood, glue, 
tools and machine hire) that go into each table. Larger businesses may show 
the cost of labour used for production as direct costs, but smaller businesses 
- which in general do not hire and fire to keep pace with demand - tend not to 
do this. For retail businesses, the variable costs are often the cost of the 
stock items being resold. Service businesses usually do not show a figure for 
cost of sales. 

 
By analysing the differences between the three sets of figures, it is possible to identify what has gone 
well, such as achieving higher sales, or what might need more attention, such as coping with increased 
costs. Working through the P&L process allows changes that need to be made to be identified and 
corrective action to be taken as soon as possible. 
 
Comparing the performance of the business in the current year against the previous year provides a 
useful benchmark in demonstrating the progress of the business. 
 

Cashflow Forecast (Current Year) 
We want to understand what you have achieved to date. Where have you obtained income from and 
what do you intend to build upon going forward?  
 
Income: 

• Sales - what income have you secured from trading activities over the past 12 months? 

• Grants - what grant funding have you secured? 

• Other income - have you put any money into the venture or secured other money such as 
loans or donations? 

 
Expenditure: 

• What are your current costs?  It is important to be clear about fixed and variable costs 
particularly when grant funding is being used.  

• Variable costs - have you contracted staff? What are your travel costs? What are the costs of 
producing your product, whether they be services or items? 

• Fixed costs - what are the combined salaries of your core staff? What is the rental and rates for 
your office space? What is your telephone bill? What are your marketing costs? What 
professional fees do you pay? What are your insurance costs? 

 



 

What are assessors looking for? 
The focus of the current year is on understanding what has been achieved, why and 
what the potential for the future is. Assessors are looking for track record, market 
understanding and capability of entrepreneurs to develop ventures. There has to be 
potential for growth and sustainability following an Award. 
 

Cashflow Forecast (Year 1, Award Year) 
Cash flow management is an important part of business. It is a key financial skill. Many 
business failures are due to a lack of cash rather than being unprofitable during a 
financial period.  The cash flow forecast is designed to help applicants think through 
this important aspect.  
 

• Grow It Award. The Grow It Award would be for £15,000 for the 12 months period to cover 
living expenses.  

 
Income: 
Applicants need to be clear about the time lag between securing orders/grants and receiving actual 
cash into the venture. This is extremely important when fixed amounts of money are going out of the 
venture each month e.g. salaries. For example the Award is likely to be paid in three instalments of 
£5,000 and cash flow needs to reflect this. Grant income has to factor in the timelines between 
applications and receiving the money. 
 
Expenditure: 
A key distinction with expenditure is fixed costs and variable costs. Fixed costs tend to be things like 
rent and staff; they cannot be changed easily within the year. Variable costs change when more or less 
of something is produced.   
 
What are assessors looking for? 
Assessors are looking for applicants to show an understanding of cash flow management. They want to 
see sources of cash going into the ventures and how this is used. A key part of the assessment is 
ensuring that the venture has enough cash in a period to meet obligations without this the venture will 
not remain open. The budget has to be backed by clear assumptions about how it will be realised. It is 
important to remember that the budget is unsecured. 
 

Cashflow Forecast (Year 2, after Award)  
This final worksheet is a budget for the year after receiving the Award. It is important to remember that 
this sheet does not stand independently from the previous worksheets. The other worksheets lead up to 
the second year income and expenditure projection. This worksheet should show that the venture is 
sustainable without the support of an Award.  As with previous worksheets the assumptions 
underpinning income and expenditure will be considered carefully.  
 
What are assessors looking for? 
How will the Award be replaced in this year? What assessors are looking for is a 
sensible set of assumptions about the venture and what position it is likely to be in 
following the Award. It is important to remember that this is a difficult year to predict as 
lots can happen between years. However the projections really need to reflect a steady 
state of what might happen if everything remains equal. 
 

Next Steps 
Whether you are successful or unsuccessful with your Award application, financial 
management and planning will be essential to sustaining your social venture. There are 
plenty of sources of help and a few are provided below.  
 

www.communityaccounting.org Tools and resources on financial planning 
www.wycas.org.uk Training, tools and resources 
www.shell-livewire.org Tools on forecasting 
www.businessballs.com Finance and management resources, tools 

 


