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Why complete a cash flow forecast?
The thought of compiling a set of figures for a cashflow forecast can be
thoroughly intimidating for many people, especially if you have not had much
experience of financial management. In reality it is no more difficult than
planning your personal money or a family budget.
To help you get started, you might like to refer to the ‘Business success for
childcare’ series published by Sure Start which can be downloaded from our
website and in particular Team Steps to Success - Skills for running and
sustaining your childcare business and Managing Finance. To access these
go to http://www.hants.gov.uk/business-support/useful-surestartresources.htm
Regular updates and reviews of a cash flow forecast allow managers to help
make sure that the business always has enough money at the right time to
pay bills.
Many businesses fail not because they are not profitable but because they
don't have enough available cash.
A cash flow forecast aims to provide an accurate picture of when money will
be received and spent by the business so that managers can see what the
anticipated cash balance may be at any point in the future.
By looking ahead at the expected timings of when ‘money comes in’ and
‘money goes out’, managers can plan ahead to help avoid the possibility of
the business running out of cash. It should be possible to take action such as
reducing costs, increasing prices, starting a marketing campaign to attract
more parents and children, or re-scheduling bill payments, to avoid any future
cash deficits.
Cash movements within your childcare business happen daily; fees from
parents, rent payments, bill payments, money for consumables and petty
cash. The picture changes rapidly so it is necessary to review your cash flow
frequently; at least monthly. By doing this, it may save time in long run, and
enable management decisions to be made in a timely and effective way.
Once your cash flow format is set up it is a quick and easy task to update it
regularly when changes occur, for example increases or decreases in the
anticipated numbers of children or a change in fee rates. As the cash moves
in and out of your business, you can make the changes to your cash flow
forecast to more accurately reflect the true picture.
Here is an example cash flow forecast and a template which you may choose
to use, but you could develop your own to include rows of income and
expenditure that are specific to your business.
As with all functions within the business, to make sure your cash is managed
properly you need to delegate responsibility to one person who will maintain
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your cash flow forecast. You may want to involve them in the completion of
the forecast.
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The purpose of this guide
There are now two cash flow templates for you to choose from; with both
templates now enabling the monitoring of cash flow ‘actuals’ against budget.
The second of the two templates is aimed at those settings not open the same
number of afternoon sessions as morning sessions.
Both templates incorporate a basic cost calculator to enable you to see
whether your hourly charges cover the hourly costs of running the setting.
This is similar to a “break even” analysis but in an accounting sense it is not
the same, as no attempt has been made (quite deliberately) to differentiate
between fixed and variable costs.
The “salary calculator” has been enhanced to include:
•

a calculation of pro-rated holiday pay entitlement

•

an advisory notice of the minimum/living wage applicable to age ranges
of employed staff

•

an indication of how payroll costs are likely to increase until 2020 with
anticipated increases in the Government’s new living wage rates

•

an indication of the impact of the workplace pensions legislation on the
payroll cost of the setting

This guide aims to:
•

show you how to complete the monthly cash flow template that the
Childcare Development and Business Officers (CDBO) within Services
for Young Children (SfYC) at Hampshire County Council use with
settings

•

give you confidence in gathering and planning the information you
need.

There are three sorts of information in the guide and icons to represent each.

Instructions to do something specific
Information provided for reference
Tips that you need to consider when compiling the cash flow forecast

What do you need to complete this forecast?
•

You will need a basic knowledge of Microsoft Excel and be able to enter
data into specific cells. However your CDBO can help you with this if it is
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something you are not confident with. The complicated formulae have
been done for you. You can easily transfer the concepts to pencil and
paper if you prefer, in which case you will need a ruler, calculator and
most probably an eraser as well!
•

You will need a staff list together with how much you pay them per hour,
how many hours they work each week and how many weeks they are
paid per annum. Remember to include holiday pay. For most preschools you can budget to pay staff for between 42 and 46 weeks per
year including holiday pay and bank holidays depending on
circumstances. Although the cashflow forecast tool approximates holiday
entitlement, it is not a precise calculator of holiday pay. Be sure to get
this right. Statutory holiday pay is 5.6 weeks including bank holidays for
full time staff– for detailed guidance on how to calculate holiday pay for
part time or term time staff who’s entitlement will be pro-rated, go to
www.gov.uk/holiday-entitlement-rights/entitlement

•

You will need to think about how many children will attend your setting
on each day of the week, split by session type and be aware of how
much you charge for each session type. It is best to think about this for
each of the next 12 months.

•

Finally you need to have information concerning the other costs your
setting incurs by having your cash book and bank statements to hand.

Case study
A great way to help you understand how to fill in your own cash flow forecast
is to look at a working example. Please note that the information in the case
study provided here is from the older template versions so the amounts
quoted for pay rates etc will seem dated. The principle of the process has not
changed however so for ease, the case study has not been updated with
current session prices or pay rates.
In this case, we will assume that:
•

you are a supervisor of a 26 place sessional pre-school, run by a
management committee

•

you take children from two years nine months

•

you run morning and afternoon sessions five days a week term time only

•

you offer the Early Years Entitlement (EYE) with children able to take 15
hours per week but in multiples of three hour sessions

•

you also offer a lunch club.

At the moment (let us say it is June), you are very busy with all morning
sessions fully booked and occupancy of afternoon sessions is at 90%. 18
children stay or come for lunch each day. (Packed lunches are provided by
parents and you provide the care and supervision).
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You are concerned because in September you will lose all of your four year
old children to the local infant schools and numbers will be down. You are not
sure if you will have enough cash to get through the autumn term and are
discussing your concerns with your committee chairperson and treasurer.
After consulting your CDBO, you agree that completing a cash flow forecast to
see how your cash position looks would be a good idea.
You have gathered the information your CDBO has asked you to prepare and
although your CDBO has offered to help you, both you and your treasurer are
determined to improve your skills and want to have a go yourselves.

Information required
Staff and pay data
Staff

Hourly rate

Supervisor
Deputy
Assistant
Assistant
Assistant
Assistant
Assistant

9.50
7.20
6.70
6.25
6.25
6.25
6.25

Hours per
week
37
37
37
17
17
17
10

Weeks paid
39
39
39
39
39
39
39

Fee information
EY session
Non-funded session
Lunch

£13.11 (this is of course free to parents).
£7.50
£3.00

Child session attendance information
You have thought about this and are able to input his information directly into
the spreadsheet from the working you have prepared. (Don’t worry, you will
see what this means a little later).

Using the template

•

Open the cashflow forecast file that you have downloaded from the SfYC
website - you will need to enable macros – as the file opens (re-naming
and saving to your preferred directory as appropriate) and click on the
“Front Sheet” tab at the bottom of the workbook.

•

Enter the name of your setting in cell K15 - for this exercise we will use
the imaginative name of ‘Test Setting’.
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•

Click on the drop down menu and select the month you wish to begin
your forecast in cell K18. Your financial year begins on 1 September
2015.

•

Enter the number of child places you are OFSTED registered for in cell
K21.

•

Enter the total number of hours your setting charges fees for each day in
cell K24.

When you have completed the front sheet it should look like figure 1.

Figure one

The Data tab
You will not need to access this to compile a normal forecast. If you open it
you will see it contains three columns - months of the year through to August
2018. Each month shows the number of normal working days (excluding
weekends and bank holidays) and the number of term days based on
published Hampshire County Council term dates. Where term dates are not
available the information has been guestimated.
The information on the data tab is required by the cash flow tool to assist in
calculating income. If you are running a sessional pre-school it will use the
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‘term day’ information and if you are running a day nursery it will use the
‘normal working day’ information.
If for reasons of closure, for example service training (inset) days or holidays,
your setting is not open for the number of days indicated for the relevant
month, you can change the information to reflect the number of days you are
open by clicking on the relevant cell and typing in the correct figure.
We will assume you don’t need to change this and will continue with the case
study.

Click on the tab marked Salary calculator
Using your list of staff and pay rates, enter the information on to the
spreadsheet, which should then look something like Figure two. If the staff will
be with you for the whole of the forecast period enter “1” in the month
employed column – in this instance I have entered “4” in this column for the
last two members of staff, to show that will be employed from April. You will
notice the form calculates the salary from April onwards for these two staff.
You can show or hide this detailed salary profile by clicking on the relevant
button – either “Show monthly salary profile” or “Hide monthly salary profile”.

Figure two
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The employer’s national insurance contribution rate and monthly S.T.
(Secondary Threshold) are already entered and are correct at the time of
going to press. They will be checked from time to time but if for any reason
they are different for your organisation enter the appropriate figures in the
cells as required. You can check the current rates and thresholds by visiting
the HMRC website link provided in the spreadsheet.

When compiling your own forecast think carefully about the staff pay rates
and hours worked. It is important that you are not paying rates which are ‘out
of the market’ or your sustainability may be compromised and you may
become uncompetitive. For example:
•

consider whether your pay rates are comparable with other settings in
the vicinity

•

consider whether your rates reflect the skills and qualifications of
particular staff

•

ensure you comply with minimum wage requirements

•

ensure you are paying for appropriate hours. If you are a morning
sessional setting in a church hall for example you will need set up and
put away hours, but pay just enough, not too much, and ensure the
hours you pay for administration are enough, not too much. Your Early
Years Advisory Teacher can give advice on this.

For 2016 the template has an added column to indicate the age range of the
employee and the minimum wage applicable to that age group (columns B
and C). This is to help indicate if the actual pay rate entered in column D
complies with the relevant legislation.
For 2017 the template will provide an indication of the workplace pension cost
for each employee. However you will need to indicate whether to employee
has been enrolled into a suitable scheme and the level of earnings that
employer contributions are based on. Guidance on workplace pensions can
be found at:
https://www.gov.uk/workplace-pensions-employers
In columns AE – AP, there is a table which shows how the payroll profile will
look to the year 2020. The percentage increase is shown as an aid to future
business and sustainability planning. This table is for information only and
does not input into the cashflow tabs.
You will have noticed that as you entered the salary information, the
spreadsheet automatically calculated the annualised salary, the monthly cost,
the employer’s National Insurance (NI) and the total monthly staff cost. It is
worth mentioning that the spreadsheet assumes you are paying your staff
their salary over 12 months of the year. Most settings do this but some do not.
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If you are paying weekly, term time only, then to get a more accurate
reflection of the timing and amounts of the costs you will need to change the
formulae. If you are confident enough to do this, great, but do not be afraid to
ask your CDBO for help.
If you want to budget ahead for subsequent years, enter percentage pay
increases in cells F35 to F36 and see what your likely staff costs will look like.
NI is only estimated on a pro-rata percentage basis and will not be exact.

Click on the Session calculator tab
Enter into the appropriate cells the session and fee information that you noted
earlier. Morning and afternoon sessions are separated for ease, but if you
prefer you could lump them together on one line (as long as the morning and
afternoon fee rate are identical).
In column E under income profile (row 6) you need to select either ’Full time,’
‘Term time’ or ‘Holiday Club’ from the drop down menu by clicking on
whichever is appropriate. (This selects the number of days in each month to
factor into the equation as mentioned above when we looked briefly at the
Data tab).
When you have done this your screen will look like Figure three.

Figure three
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Now you can enter the session numbers. In September you think you will
have 13 funded and four unfunded children in the mornings each day. You
think 10 will stay for lunch and in the afternoon there will be seven funded
children and no unfunded. Your numbers gradually increase over the course
of the year as children become eligible for funding. The projected attendance
has been completed and looks like Figure four.

Figure four

By using the horizontal scroll bar you can scroll across and see the figures for
the whole year. The spreadsheet also calculates occupancy on an hours
basis and you will see these in grey, underneath the session information. It is
possible to input up to 10 different income streams on the standard template.
If you have more (which is unlikely but not impossible) then you can insert
additional rows to accommodate your needs, but you will need to drag the
formulas in to any inserted row. Your CDBO can help with this if you are
unsure how to do it.
At the end of each month the spreadsheet totals the income, although of
course it is impossible to say with certainty (in any practical sense at least),
how many of each week day, each month will have. We therefore have to
work with averages on a monthly basis.
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If you scroll the horizontal scroll bar until column CM is visible, you will see
that the income total for each income type is shown based on the weekly total
divided by five to produce a daily average. This figure is then multiplied by the
number of term days in each month to produce an accurate figure of that
month’s projected income. (If you had selected ‘Full-time’ from the drop down
menu when you were entering the session information earlier, then the figure
referred to is multiplied by the number of working days, not term days). See
Figure five.

Figure five

If you need to complete a three year forecast (which you will need to if you are
applying for a grant you will need to repeat the above steps for two
subsequent years, making any alterations to projected fees and sessions as
appropriate.

There are three further tabs on the workbook: 2017, 2018 and 2019. These
are the actual cash flow forecasts. (The template now has updated tabs for
2020, 2021 and 2022).
Click on the tab marked 2017 - it looks like Figure six, - note that the salary
Pension and NI figures have been amalgamated into one line – Employment
Cost.
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Figure six

Try to think about any costs you might incur that have not cropped up before
and include these as well. (Repeat for subsequent year tabs as required.)
Take actual cost figures from your cash book and bank statements
annualising as appropriate and insert the figures in the appropriate months.
You will need to think about any increases that may be needed on known
figures because of higher volumes and increased prices, for example.

Finally, enter the opening balance (the amount in your bank account when the
forecast begins) in cell B34 or whichever cell this moves to if you have
inserted or deleted extra/unwanted rows.
A completed example is shown in figure seven although your own cost lines
may well be different than those shown below.
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Figure seven
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You will notice that the setting is in fact quite healthy, mainly because it is on
a reasonable EYSFF rate and running 10 sessions per week. It is budgeting
to make a substantial surplus. Not all settings are in this position and the
value of completing this exercise is that you will be able to see where
problems are, model different scenarios (see below) and have a professional
means of looking ahead.
Using this template will enable treasurers to enter into each month the actual
monthly spend on the budgeted items and to then see whether each month’s
income and expenditure is over or under .. The “variance” column for each
month indicates the variance between the budget and actual figures. Using
this information, treasurers can begin to “manage” the settings finances proactively.
It is possible to do some sensitivity analysis (a posh way of saying “what if?”)
on the figures. Taking our worked case study for example, if we thought we
needed to increase the unfunded session rate from £7.50 to £8 then we could
change it on the Session calculator tab, then look at the 2017 tab and see
what effect that had on the cash flow. Likewise with staff pay rates you can
work out whether or not you can afford to make that hard earned pay rise!
A word about the timing of the EYE payments! These are shown in the
cashflow forecast as monthly receipts. In practice the payments are received
each term usually in the first month of the term, but sometimes the second.
Because of the variety of settings and different income permutations there
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are, the cashflow forecast does not split out the EYEG payment from other
income and show it separately, but as the timing of the payment is usually “up
front” this should not be significant.
If you need the EYE payment to be shown separately for your particular
needs, please consult your CDBO, or if you are competent with Excel, feel
free to have a go!

Cost Calculator
Click on the cost calculator tab and you will see that the total annual costs
from the 2017, 2018 and 2019 cashflow tabs have been bought forward to
this worksheet.

Figure eight

Scroll down the page and you will see the totals with some line items in brown
font. These cells need to be completed with the relevant information. See
figure nine.
Based on the hours available and the annual costs, the worksheet calculates
how much the setting costs, to run on an hourly basis. If your fees are below
this figure then you have a problem to address, as you will be in deficit.
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The calculation above however is based on the maximum available hours
being sold which is of course not realistic. To get a more accurate indication
of your hourly costs then input the required occupancy % in cell C48.
It is likely for most settings that average occupancy over a year is around
60%. In using this figure a higher cost figure is obtained.

Figure nine

Summary
As time goes on, this tool will continue evolve and hopefully improve – this is
the eleventh version - as will this guide! If you have any ideas or suggestions
to help this process please let me know and I will see what can be done to
incorporate your suggestions.
In the meantime good luck!
Colin Skinner
Childcare Development and Business Officer
Services for Young Children
Email: colin.skinner@hants.gov.uk
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