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Lookx WHAT ENTREPRENEURS, BUSINESS
OWwNERS, INVESTORS, AND ADVISORS ARE
SAviNnG ABouTt THis GEM OF A Book

“Philip’s approach to financial forecasting has helped us
completely turn around our profitability and cash flow and get it
moving in a positive direction. I love the way he speaks and writes
in a way that is simple and easy-to-understand. The principles in
A Quick Start Guide to Financial Forecasting have become an
integral part of how we plan and manage our financial future
every month.”

—ANDREA SATO, CHIEF EXECUTIVE OFFICER,

Gary’s VacurLo, INc.

“Cut out the chart Building a Financially Strong Business in the
bonus chapter. Pin it, tape it, or post it where you can see it daily.
Follow every step on there. Then use what Philip teaches in this
book to make it happen. It will help turn your business into a
secure, financially strong generator of CASH.”

—StaN ToucHSTONE, OWNER,

KissimmEE VALLEY FEED aND RancH Suprry, INc.

A Quick Start Guide to Financial Forecasting takes a natural law
“What you focus on you are more likely to achieve” and translates it
into a practical tool for improving your financial performance in
business. Philip is your expert guide to using this often-overlooked
tool, a reliable financial forecast, to create the view through the
financial windshield of your business. You are going to love the tips
and tools he shares in the book.”

—LARRY TYLER, BUSINESS ADVISOR,

AUTHOR, ROMANCING THE LOAN

“Thought provoking and detailed. Not only does Philip explain
how to prepare a financial forecast, but he also helps you to
understand the value and benefits of forecasting.”

—Joanna Vu, CPA

“Philip Campbell has a special knack for helping business owners
uncover financial insights that others miss. A Quick Start Guide to



Financial Forecasting is a brilliant example of his talent for helping
entrepreneurs use insightful, forward-looking financial information
to develop a bigger and brighter financial future for their
company.”
—ED LETTE, FOUNDER, PRESIDENT AND CEQ,
Busingss BaNk oF Texas

“This book provides an incredibly useful tool for entrepreneurs and
finance people alike. It paints a compelling picture of the power of
developing a more forward-thinking approach to financial
performance. And I love the bonus chapter on how to assess the
quality of a company’s accounting department. Very enlightening!”

—Parrick Finn, CPA, Princirar, FiNnaNciaL Group, LLC

“Many business owners and managers exhaust themselves and their
employees trying to overcome strategic problems with brute force in
their day-to-day efforts. They’re working hard and moving fast, but
they’re moving in the wrong direction. As a CPA and consultant to
small/medium-sized construction and manufacturing firms, I see
this with nearly every new client. Theyve run themselves ragged
trying to figure out what’s been happening to their business in
recent years. When they finally approach our firm and the first
question from me is about their forward operational planning and
not about their historical numbers it comes as a shock.

This is nearly always the case; businesses are trying to compensate
for their lack of strategic planning and forecasting with short-term
Band-Aids and feel-good, immediate solutions that at best
prolongs the problem and at worse dooms the business to failure in
the long term. That’s why the principles and tools in A Quick Start
Guide to Financial Forecasting are so important to business owners
and managers. Whether this is your first exposure to forecasting or
you're a seasoned CFO with a talented FP&A staff, reading and
applying these principles will seriously sharpen your financial

skillset.

By providing clear motivation for why any business over a couple
million in revenue needs a forecast, a clear process to create a
forecast, and removal of common barriers to forecasting,



Mr. Campbell has penned a recipe for forecasting success and
proven this recipe with examples throughout the book. Use what
you learn from this book to speak with confidence to your lenders
and investors when approaching expectations for coming months.
Make better strategic decisions like expanding into new sales
territories or shutting down an operation. Use a forecast as a
bellwether to know if bad times are approaching.

I’'m recommending A Quick Start Guide to Financial Forecasting to
my clients and I highly recommend you read it t0o.”

—James H. Jounson, CPA, CITP, CGMA, MBA,
TRAINER, WRIGHT, & PATERNO CPAs

“The same way a pilot creates a flight plan and checks the weather
forecast along their route, A Quick Start Guide to Financial
Forecasting provides the view of where you want to take your
business and helps you plan the route that will get you there safely
and on time.”

—AL1 A. MOHAMMED,

MANAGING DIRECTOR, Ramco INTERNATIONAL (U) LTD

“Philip Campbell has a unique talent for taking complex financial
subjects and simplifying them so that every business can benefit.
His knowledge and background are apparent in his depth of
understanding of such difficult financial subjects as cash flow and
forecasting. I have added A Quick Start Guide to Financial
Forecasting to my list of required reading for entrepreneurs and
business owners—a list which already includes Philip’s first book
Never Run Out of Cash.”
—Mark A. Apam B.A., B.Sc., M.B.A,,
LECTURER (SESSIONAL) IN FINANCE,
ScHooL oF BusiNess AND Economics,
TromprsoN R1vERs UNIVERSITY

“I enjoyed the focus on simplicity and the value of treating the
forecasting process as a top-down exercise. The book provides
specific tips and tools for those new to forecasting as well as the
seasoned forecaster.”

—JennNtE ExaHOLM, CPA, CGMA



“I enjoyed and was challenged by the ‘think top-down, not
bottom-up’ approach Philip Campbell teaches in this book. It will
change the way you think as a business owner and help you drive
different behavior throughout your company. A Quick Start Guide
to Financial Forecasting is easy-to-read and provides engaging
stories and examples you will find very relatable...and actionable.

I believe a business owner that is making some money, but not
getting where he/she really wants to be, will benefit the most from
this book. Sometimes business owners find themselves depressed
for not having done ‘all the right things’. This book will inspire
you to buckle down, take steps to create a reliable, top down
overview and forecast, then hone in on where your business is truly
going. THEN you can align it to where YOU want it to go!

[ also believe that business owners that might not be making

money, those that may have overpaid for their business or are
overleveraged, will discover that Philip’s approach to financial
forecasting will play a large role in their recovery.”

—JouN ALBERS, PRESIDENT/CEQ, THE ALBERS GrouP, LLC



Cﬂn&pt@r 5

10 Rules for Creating a Forecast
You Can Trust

“The few things that work fantastically well should be identified,
cultivated, nurtured, and multiplied.”

—Ricuarp KocH, THE 80/20 PrinciPLE

he 10 rules I walk through in this chapter are incredibly impor-
tant as you get started in forecasting. They form the foundation
you will need to make sure you get started on the right foot. Please
spend a few extra minutes to read (and re-read) each one. Put some
serious thought into each rule. I promise you that the extra time you
spend with these rules, or principles, will pay dividends and ensure

you create a forecasting process you can trust.

I¢’s all about decision making, not precision
Think top-down, not bottom-up
Model a full set of financial statements

First look back, then look forward

Understand the high-level company strategy and expectations
Simplify, simplify, simplify

SARED AN e

49



A QUICK START GUIDE TO FINANCIAL FORECASTING

7. Create a repeatable process
8. Be conservative
9. Condense the results to a 2-minute summary

10. Start for your eyes only

Let’s look at each one.

RuLk #1. IT’s ALL ABOUT
DecisioNn MaAkiING, Not PRECISION

One thing that may be stopping you from creating a forecast is that
little voice in your head saying, “But I dont know exactly what
the future holds—what if ’'m wrong in my forecast?” That fear of
being wrong is rooted in the mistaken idea that a forecast should be
“accurate.”

Transaction processing and creating historical financial statements
is about being right. (Here, precision is your friend.) On the other
hand, forecasting is about improving the company’s ability to make
wise decisions. (Here, precision is your enemy.)

Here is an example. Let’s say at the beginning of the year you told
your bank and outside investors that your plan was to increase pre-
tax income to $1.1 million this year and reduce debt by $750,000.
Results for the first half of the year had come in better than budget
and you were feeling confident. Now it’s mid-year and you are updat-
ing your monthly forecast for the remainder of the year.

From a decision-making perspective, the question is whether the
company has a good shot at hitting the full year pre-tax income and
debt reduction targets or not. If the company is likely to hit the tar-
gets, then your management team’s focus should be on continuing
to execute the existing plan. If the targets are in jeopardy, then you
and your team need to evaluate what’s not working and make changes

now to get back on track to hit the financial targets.
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10 Rules for Creating a Forecast You Can Trust

After you review the forecast it becomes clear that the last half of the
year is likely to come in far below the first half. Figure 3-1 is a summary

of the resulting forecast compared to last year and the plan for this year.

Figure 3-1
FORECAST SUMMARY

(Amounts in Thousands)

Last This This
Year Year Year
(Actual) ((MEW)] (Forecast)

Revenues $6,250 $7,500 $7,000
Gross margin 23.4% 24.0% 23.0%
Pre-tax income $813 $1,125 $800
Cash $875 $1,000 $500
Accounts receivable $1,113 $1,000 $1,300
Distributions to owners $325 $450 $600
Debt $2,500 $1,750 $2,500

Is a forecast always right? No. Is pre-tax income likely to come in
at precisely $800,000? No.

From a precision perspective, lots of questions will arise such as
what will actual revenues and expenses turn out to be, which of your
current prospects will turn into actual customers, will there be
employee turnover that could disrupt the business, will a specific cus-
tomer pay their invoice by the due date, and a host of other detailed
questions that you would need to know to arrive at a precise estimate
of pre-tax income and cash available for debt reduction.

But what is very clear in the forecast is there is a substantial risk of
missing the pre-tax income and debt reduction targets for the year. It is
crystal clear based on the forecast that management attention is required
in order to get the company back on track for the last half of the year.

Chasing precision will only serve to cloud the message and distract
from the important work of getting the company back on track to

meeting its financial goals.
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“Debating ‘what is the right number” is a waste of management
time. Instead, the focus should be on ‘what is the range of possible

>

outcomes.”

—Steve Morlidge and Steve Player, Future Ready:
How to Master Business Forecasting

RuLk #2. THink Tor-Down, Not
BorTtom-Up

Although creating historical financial statements is a bottom-up pro-
cess of gathering and recording thousands of transactions and report-
ing the results in the form of accurate financial statements, creating
a financial forecast is a top-down exercise. You are connecting the
company’s vision and strategy to the likely financial implications of
achieving that strategy.

Forecasting uses big-picture drivers and assumptions to create a
model of what the financial statements may look like based on exist-
ing trends and plans. You have to take yourself up to the 30,000-foot
level and look down on the business financially as you forecast. It’s
about painting a picture of what the financial results will likely be
based on your knowledge and intuition rather than actual transac-
tions. Your forecast looks at the strategic view and direction of where
the company is going—not the nitty-gritty bottom-up details.

Consider the many assumptions that go into creating a fully mod-
eled set of financial statements. In the income statement, you forecast
revenues, cost of sales, operating expenses, and net income. On the
balance sheet, you forecast monthly balances for cash, accounts receiv-
able, inventory, property and equipment, accounts payable, accrued
liabilities, debt, and equity balances. A bottom-up approach to create

those assumptions is overly complex and counterproductive.
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Thinking top-down will help you resist the temptation to drive

your estimates and assumptions down to the lowest level.

RuULE #3. MoDEL A FuLL SET OF FINANCIAL
STATEMENTS

A reliable financial forecast is a living, breathing tool that is updated
monthly. The basic format should track with your existing financial
statements (income statement, balance sheet, and statement of cash
flows in the same format you use for monthly financial reporting)
for at least the next six to eighteen months. Figures 3-2 through 3-4
show a full set of monthly financial statements as an example. We'll
talk more about ABC Construction Company as a real world fore-

casting example in Chapter 5.

RuULE #4. FirsT LOoOK BACK,
TaeN Look FOrRwARD

One of the biggest mistakes entrepreneurs (and CFOs) make in cre-
ating a forecast is to start with a clean slate. They pull up a blank
spreadsheet and begin thinking about what the first month in the
forecast will look like. The problem is you unhook your forecast from
reality when you do that.

The first step should be to drop in actual results for the last six to
eighteen months (or more). Have the revenues and expenses been
coming in the way you expected them to? Can you see a trend develop-
ing? Are you surprised by any of the numbers now that you are looking
at the last six to eighteen months of actual results next to each other?

Once you have a good view of what the financial results have been

over the last six to eighteen months, you want to look at some of the
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factors that can make the next six to eighteen months vary from the
historical results. That could include things like seasonality, a change
in service or product mix, whether you will be expanding geograph-
ically, etc.

For example, if you owned a construction company, you would
first review your most recent financial results to see trends in the
number of existing projects, gross margins, working capital, and
capital expenditures. Then you would consider what kinds of bids
are outstanding. Are they targeted at construction projects similar to
those in the past? Are they for smaller or larger projects? Are the gross
margins consistent with current projects, or are they higher or lower?
A construction company owner would want to think through the
way the business is changing and the impact it’s likely to have on
financial results and cash flow. They would talk to project managers
and others about what they are seeing in the market. Does customer
activity seem to be picking up or slowing down? Management and
others inside the company are a wealth of information that will shed
light on what’s changing and what’s about to happen as a result.

Here is another example. I use a forecasting tool called SurvivalWare
which I will talk more about shortly. It is a powerful tool for financial
analysis and forecasting that I have used for well over ten years now.
The really cool thing in Survival Ware is we push a button to see a graph
and now we have our forecast amounts next to actuals in a bar chart.
Figure 3-5 is a great example of a forecast that has an obvious problem.

There are actually two problems with this forecast. First, sales go
up almost $4 million in the first month of the forecast. Second, the
projection shows sales going up consistently each month. But that
trend is not at all consistent with the recent past. The actual results
show that there is seasonality to the business. And you can bet that
the seasonality of the business will not just magically disappear.

So I used the forecast tool in Survival Ware to include the seasonality
in the actuals in the projected sales levels. Figure 3-6 shows the result.
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Figure 3-5
SALES: ACTUAL & FORECAST

(Without Seasonality)
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Figure 3-6
SALES: ACTUAL & FORECAST

(With Seasonality)
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This is a much more reality-based view of the fact that sales bounce
around a bit. I still have a sales increase in the forecast, but now it
reflects the obvious seasonality of this business. You want to do this

kind of review on each of the key line items in your forecast.

RuULE #5. UNDERSTAND THE HiGH-LEVEL
CoMPANY STRATEGY AND EXPECTATIONS

One of the benefits of forecasting is that it forces you to think
about your company’s vision and strategy more deeply. For
example, what are the three most critical goals or initiatives for the
coming year? Is the company planning to grow slowly or aggres-
sively? Are there plans to move into new markets or attempt to
attract new customer segments? Answering these types of strategic
questions forces you to step back and think about the big picture.
If you have a CFO it helps him or her “get out of the ledger” and
talk to management about their division’s goals or their depart-
ment’s strategies. It requires you to talk to your board and trusted
advisors to get their input and perspective.

One thing I always do when I help a company put a reliable finan-
cial forecasting process in place is to surface the expectations of the
CEOQ, the board, and others. I love to get a view of what they expect
to happen financially in the business. Then I share with them what
the forecast results reveal about what financial performance is likely
to be and compare it to their expectations. It would shock you how

often the reality and the expectations differ.

RULE #6. SIMPLIFY, SIMPLIFY, SIMPLIFY

One of my favorite quotes, known as Meyer’s Law, says:

“It’s a simple matter to make things complex, but a complex matter

to make things simple.”
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You will be surprised how difficult this advice is to implement once you
begin creating, and regularly updating, your financial forecast. The num-
ber of potential rabbit holes you can dive into while forecasting is huge.

With all the assumptions you have to make in creating your fore-
cast, it is very important to think about one of the more counter-

intuitive facts about forecasting:

The more detail you bring into the forecasting process, the

more error you will create.

I learned this very early in my career when forecasting revenues.

I was the CFO of an international franchisor. We had three retail
concepts and 350 locations across the United States and Canada. We
needed a reliable forecast of our combined revenues and cash flow.
One of the larger obstacles was that we lacked real-time access to
franchisee sales at the location level. The sales information was sent to
us monthly (ten days after month end—this was in the early 1990s).

We considered having each franchisee forecast their sales and sub-
mit it to us at corporate. But that was met with resistance. Plus, there
was no way we would have anywhere near full compliance with that
many franchisees involved. We tried forecasting each location our-
selves and summing it up for our overall forecast. But that process
proved unreliable.

We tried having our regional managers provide their estimate by
store because they were talking and meeting with franchisees fre-
quently. But that proved unreliable as well and it put a lot of addi-
tional work on the regional managers.

I found the solution by estimating one number — comparable store
sales increase/decrease. There was no need to estimate 350 different

numbers. We only needed to estimate one number.
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To get the forecast revenue number, I would review the comparable
store sales change (expressed as a percentage up or down) for the last
twelve months. Then I would talk to a couple regional managers to
get some anecdotal feedback on whether they were hearing good
things about sales or bad things. I would consider whether the reve-
nues for the same month of the prior year were up or down. With
that limited amount of information, I could estimate the comparable
store sales percentage and arrive at my revenue forecast for each
month.

It turned out to be amazingly reliable. Not perfect, but incredibly

reliable...and dramatically simpler than the bottom-up alternative.

“If you can’t explain it simply, you don’t understand it well enough.”

—Albert Einstein

Here’s another example of the importance of simplification when
you are forecasting,.

An engineering company was beginning the financial forecasting
process. The company began discussing how best to forecast revenues
and gross profit. Most of its revenues were project related and based
on a fixed price. Revenues bounced around from month to month,
depending on how each project was progressing and when new proj-
ects began. It had 35 open projects, six about to start, and another
five bids out. Individual projects ranged from $3,000 to $225,000,
and each one was in a different phase of completion.

The company reasoned that the most accurate way to estimate rev-
enues was to do it at the project level. Otherwise it couldn’t support the
forecast number. So, the company took the work in process (WIP)
schedule and expanded it by adding columns for projected revenues
and gross profit by month for each project over the next eighteen
months. Then it added projects the company expected to start in the
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near future and ones it had bid on and expected to win. From there, the
company created the projected revenue and gross profit for each month.

It was an impressive spreadsheet and tied nicely to the monthly rev-
enue forecast. When the CEO or the board asked, “How did you arrive
at the November revenue forecast?” they could pull up the detailed
project schedule and say “Here’s the revenue forecast by project.”

But think about how many estimates were in that schedule: the
timing and amount of possible change orders for each project, the
timing and amount of changes to expected gross profit for each proj-
ect, the timing and amount of cost and completion estimates for each
project, the timing of new upcoming projects, the revenue and gross
profit estimates for each new project, the timing of billings and
monthly revenue, etc. The schedule covered 46 projects; the number
of estimates for a single month of revenues was at least 108.

The challenge wasn’t to answer the question: “What are the 108
different estimates we can use to arrive at a forecast of revenues for
one month?” It was to figure out what zwo numbers can be multi-

plied to get the revenue forecast for the month. Here’s the answer:

Number of open projects x Average monthly revenue per

project = Revenues

A quick look at the company’s historical results showed a surpris-
ingly consistent overall average monthly revenue per project over the
past 24 months, especially considering the wide variety of projects
open at any given time. And the number of open projects during each
of those months did not vary widely. The two-driver forecasting
approach proved that it was more reliable...and dramatically simpler.

The key to success in forecasting is to be always thinking about
how to simplify, simplify, simplify...and simplify some more. Sim-
plify the key drivers, critical assumptions, and how you interpret and
present the results of the forecast.
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“...Increasing the level of detail often leads to increased forecast
error.... Indeed, more often than not, more detail means higher

errors, not higher accuracy.”

—Steve Morlidge and Steve Player, Future Ready:

How to Master Business Forecasting

RuULE #7. CREATE A REPEATABLE PROCESS

Because your forecast will be updated with actual results and the
forecast adjusted every month based on current information, repeat-
ability is very important to the forecasting process.

The software tool you choose will impact the success of your
forecasting process. The tool must include the underlying logic for
forecasting (modeling) a full set of financial statements and perform

a number of additional functions. At a minimum, it should:

* Provide the ability to forecast with financial and nonfinancial data

* Import historical (actual) financial results

* Present both historical and forecast results in reports, report
packages, and exports

* Be easy to update and maintain

* Make monthly financial reporting simple and fast

* Display graphical views of data and trends (this is a powerful

feature for communicating insight)

Forecasting tools generally fall into two categories: homegrown
spreadsheets and forecasting software. Creating a forecast in a spreadsheet
can work well in a company with spreadsheet “power users,” analysts on
staff to maintain the financial model, or an organization that prefers “roll
your own’” solutions to acquiring software from outside vendors. Spread-
sheets can be fully customized and are relatively inexpensive to get
started.
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However, spreadsheets are not ideal for a company in which a
complex legal entity consolidation is required to present consoli-
dated actual and forecast results, or one that is moving its system to
a cloud-based solution with anytime, anywhere access to financial
data. Spreadsheets can become clunky and difficult to maintain,
involve a lot of manual input, and are prone to human error.

Forecasting software is specialized, dynamic, and built for mass
amounts of data as well as the ability to import data and perform
complex reporting. However, it can be a costly solution that requires
professional assistance and extra time to set up and maintain.

We'll talk more about forecasting tools in Chapter 6.

RuLE #8. BE CONSERVATIVE

Because we know a forecast will not be perfectly accurate, the chal-
lenge is keeping it in the “ballpark” as a wildly inaccurate forecast will
hurt your credibility. You do that by being conservative in your key
assumptions.

It’s like meeting someone for lunch. You agree to meet a good
friend at a restaurant at noon. You set noon as the time to meet so
you will both be there at about the same time. But despite the precise
time you set, you know that both of you will not show up at exactly
noon. The only question is whether you will be there a little before
noon or a little after noon. Will you be early or will you be late?

I¢’s the same for your forecast. Your estimates will not be perfectly
accurate. You want to err on the side of being conservative. That way
the surprises are pleasant rather than unpleasant.

Let’s say you are working on the profitability component of your
forecast. Last year the company generated $5.5 million of net income.
This year, the economy is great and the company is growing nicely.
If results continue the way they have been going, profits could hit the
$8.0 million mark. Being conservative in your forecast of profitabil-

ity means that you assume there could be some slips or slowdowns
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before year end. So your forecast might guide the profit estimate
down to the $7.0 million to $7.5 million range. That way you pro-
vide some room for error or surprise. It recognizes that not every “at

bat” results in a home run.

RuLE #9. CONDENSE THE RESULTS
TO A 2-MINUTE SUMMARY

Creating a reliable forecast and effectively communicating it to your
audience starts with making the forecast results simple and easy to
understand. Here is a helpful exercise that works especially well when
implementing a forecast process for the first time.

Imagine you will sit down with the CEO or board tomorrow
morning. In that meeting, you will have two minutes to convey the
essence of the forecast (key insights, implications, and assumptions)
to him or her. That person will then step into another meeting with
the company’s key shareholders and lenders to share his or her insight
about where the company is going financially. Your mission: Ensure
they can share the insights from the forecast with confidence and
clarity.

This exercise will force you to distill the insights and implications
of the forecast down to what matters most so that you can clearly
identify and communicate the most important high-level drivers and
assumptions.

Here’s an example:

Figure 3-7
THE 2-MINUTE SUMMARY

Based on our growth plan for the coming year, we will need to raise
$1.1 million to $1.3 million in cash by June 30. The primary driver of the
need to raise cash is the plan for launching a new division in Texas. The
expansion is forecast at $3.0 to $3.5 million driven primarily by the capital
expenditure and first-year operating losses.
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In this example, there is one key insight because the expansion
into Texas is a significant event. It will take about one minute to
communicate that summary. The remainder of the meeting with the
CEO will be spent answering his or her questions about the key
assumptions and the conclusion. The number of questions the CEO
has will be determined by the degree to which your conclusions or

insights come as a surprise.

RULE #10. START FOR YOUR EYES ONLY

As you make progress in creating your forecast, it’s natural to want
to begin sharing it immediately. However, keep it “for your eyes
only”—at least to start.

That means don’t sell your leadership team on the value of having
a forecast, don’t talk to them about the assumptions or specifics as
you create the forecast, and don’t send the results of the forecast to
them—yet.

Instead, spend a few months “beta testing” your forecast to learn
from and experiment with the process before rolling it out to the
management team or the board. Create assumptions at the highest
level possible to prove to yourself that you don’t need to forecast at the
detail level. Create the forecast for the next three months, then com-
pare the actual results each month. What worked out well? Are you
surprised at the difference between your forecast and the actual results?

An important step in mitigating risk when creating a forecast is to
give it a serious reality check, what I like to call a “smell test.” You've
created assumptions about profitability, the timing of collecting
accounts receivable, inventory and payables, capital expenditures,
borrowing or payments on debrt, distributions to owners, and a num-
ber of other important drivers of financial results.

Once you have a completed draft of the forecast, step back and

look at the resulting financial statements. Are they consistent with
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your general expectations? Are they in line with actual results and the
plan? Do they make sense given your intuition and knowledge of the
business?

One thing you learn real fast when forecasting a full set of financial
statements is that the real bottom line is cash. Because every forecast
assumption you make ultimately impacts the cash balance, you want
to pay very close attention to the forecast cash balances to ensure
nothing looks unusual. The smell test is a quick way to check that
nothing unexpected has made its way into your numbers.

After running the forecast process for three months, you will
become more confident and knowledgeable about the benefits of
forecasting and how best to create and present the results. You will
learn firsthand where the landmines are to avoid. You will develop a
better sense of the kinds of monthly and strategic decisions that the

forecast can help you answer and influence.

Figure 3-8
10 RULES FOR CREATING A FORECAST YOU CAN TRUST

It’s all about decision making, not precision

Think top-down, not bottom-up

Model a full set of financial statements

First look back, then look forward

Understand the high-level company strategy and expectations
Simplify, simplify, simplify

Create a repeatable process

Be conservative

Condense the results to a 2-minute summary

1.
2.
3.
4.
5.
6.
7.
8.
9.
0.

-

Start for your eyes only
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A Quick Start Guide to Financial
Forecasting

I hope you enjoyed reading this complimentary chapter from the book A Quick Start
Guide to Financial Forecasting: Discover the Secret to Driving Growth,
Profitability, and Cash Flow Higher.

You can get the full hardcover or electronic versions of the book at your favorite online
book seller.

Buy the hardcover at Amazon.
Buy the Kindle version at Amazon.
Buy the book at Barnes & Noble.

Buy the book at Bookmasters (including a PDF version you can download
immediately).

Get the book on Google Play.


http://amzn.to/2rqQEiy
http://amzn.to/2snXf2n
http://www.barnesandnoble.com/w/a-quick-start-guide-to-financial-forecasting-philip-campbell/1126333550?ean=9781932743050
http://www.bookmasters.com/Shop/Title/9781932743050
https://play.google.com/store/books/details/Philip_Campbell_A_Quick_Start_Guide_to_Financial_F?id=TaclDwAAQBAJ&hl=en
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