Fi i Y
Twisted Cereals
Income Statement ($'000) - 8 Years to June 2019
Year Ending 2012() 2013(H)  2014(H)  2015(A)  2016(F) 207 (F)  2018(F) 2019 (F)
Revenue 18497 1565 9%  BAR 1988 2146 3,08 2999
Costof Goods Sold 10629 (1a73) (25 (an) (455  (55%)  (695) (1528
rgin 3878 4184 4530 4892 5294 5720 6180 6661
Gross Margin % 2% 27% 2% 27% 2% 2% 2% 2%
et Operating Expenses us) @28 @43  @se) @74 @eN) 0 GeY (G4
EBITDA 1759 193 2117 2311 2,520 2792 2956 3191
EBDA % 2% 2% 25 5% 5% 5% 5% 5%
Depredaton & Amertiation 55 (506 53] 549 25) 515 013 1,020
EBIT T4se 1668 L795 L9717 2042 2171
Net 259 2} (256) 273 ez} 275
Net Profit Before Tax 947 10 Ti98 1395 L3 1701 1755 1875
Tax Expen: 289 23 359) 15 (59 510) 52 562
Net Profit After Tax 7 638 576 72 150 225 12
Net Profitafier Tax % 3 % E3 % 3 =3 s %
Balance Sheet ($'000) - 8 Years to June 2019
Year Ending 2012() 2013(H)  2014(H)  2015(A)  2016(F) 207 (F)  2018(F) 2019 (F)
Curent Assets 3,318 357 3921 4,100 4,252 4% 4,7 502
NonCurrent Assets 5369 .12 9475 s e asu 12258 13,008
Total Assets 12,187 12697 13,400 14218 15056 15949 16984 18031
Current Lisbltes 1,885 1973 2111 2377 268 2654 2804 309
NenCurrent Libiites 2574 4730 2581 3804 294 5119 5209 5,300
otal Liabilities 6559 6703 692 7271 7572 7,773 §i18 8534
Net Assets 5628 5994 6A07 6947 7484 G175 G866 9497
Net Curent Assets 143 1597 7809 1725 1635 22 1922 2988
Ordinary Equity 1,250 1,20 1,150 1,150 1,150 1125 1100 1075
Ecuity i 21 2 27 27
Retained Profit 5,365 4779 520 5,777 6315 7,027 7,790 5,35
i 5628 5994 6407 6947 7,484 8175 8866 9497
Cash Flow Statement ($'000) - 8 Years to June 2019
Year Ending 2012(H) 2013(W)  2014()  2015(F)  2016(F) 2017()  2018(F) 2019 (F)
Cach Recepts - - - mam w7 g Bk 4,863
CashPayments - - - ssR) &) (871 @20 (@19
Other Operating Cash Flows - - - &77) 013 73 G10) G50
Operating Cash Flows - - - 631 734 5 956 5
Capital Sxpenditre - - - am ey 0sH ) (7
Other - - - - - - - -
i - - - (1,282) 1,401) 1,523) 1,651)  (1785)
Debt Drawdonns/(Repayments) - - - B £y 175 75 20
Equity Raisings/(Buybacks) - - - - - @) 23 @3
Other Financing Cash Fows - - - 379 9 559 @73 516
e - - - 361) 558) 584) 523) 3a1)
Change in Cash Held - - - @) 5 G2 (s) G
Closing Cash 57 £ ES ey E) 225 E) 239

Profitability ($'000) - 8 Years to June 2019
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Financial Modeling Exercise

Please check www.bestpracticemodeling.com for any updates to this document. All copyright in this
document and any derivation of this document is owned by bpmToolbox Pty Ltd, bpmModules Pty Ltd,
BPM Analytical Empowerment Pty Ltd and/or its associated entities.

Copyright © bpmToolbox Pty Ltd, bpmModules Pty Ltd, BPM Analytical Empowerment Pty Ltd and
associated entities.

This is a Best Practice Modeling publication. To keep up to date with the ongoing evolution of best
practice modeling practices and technologies, join the Best Practice Modeling Network at
www.bestpracticemodeling.com/network).

Document version: 7.0.0.0

BEST PRACTICE MODELLING (BPM)

Best Practice Modelling (BPM) is a business modeling organization that specialises in the provision of
best practice spreadsheet modeling resources including software, consulting and training services. BPM
is the founding member of the Spreadsheet Standards Review Board (SSRB) and remains committed to
overseeing the ongoing maintenance, development and adoption of the Best Practice Spreadsheet
Modeling Standards. BPM can be contacted as follows:

Website: www.bestpracticemodelling.com
Email: info@bpmglobal.com

IMPORTANT NOTICES

Many of the examples provided throughout this document have been created within Microsoft Excel using
the BPM Excel add-in — a best practice content management and sharing tool available from Best
Practice Modelling (www.bestpracticemodelling.com). The SSRB is of the opinion that the use of
bpmModules within Microsoft Excel is the most efficient and effective means of implementing modular
spreadsheet development. A free trial of bpmModules may be downloaded from the Best Practice
Modelling website at www.bestpracticemodelling.com/software/packages.

www.bestpracticemodelling.com
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Introduction

This training exercise demonstrates how the BPM Microsoft Excel add-in can be used to build
a rolling historical and forecast financial model in three simple steps:

1. Financial Model Creation: The creation of a new financial model based on existing
historical financial statements;

2. Forecasts Development: The forecasting of each of the items within the historical
financial statements using forecast business planning modules; and

3. Periodic Rolling: The rolling-forward of the model to include newly-available
historical income statement and balance sheet assumptions.

The model will be of a hypothetical breakfast cereals company called ‘Twisted Cereals’, and
will initially have the following characteristics:

Twisted Cereals — Financial Model Scope

Periodicity Annual

Time Frame(s) Historical & Forecast
Term 8 Years

Initial Start Date 1° July 2012

Initial Historical Years 3 (2012 — 2014)
Initial Forecast Years 5 (2015 - 2019)
Region Australia

This exercise assumes that you have a validly-installed copy of the BPM Excel add-in and
access to the following files which can be downloaded from the Best Practice Modelling
website:

File Content & Purpose
BPM-Twisted Cereals-Historical e Historical financial statements for the 2012 —
Financial Statements 2012-14.xIsb 2014 financial years.

e Provides initial income statement and balance
sheet assumptions.

BPM- Twisted Cereals -Historical e Historical financial statements for the 2015
Financial Statements 2015.xlIsb financial year.

e Provides rolled-forward income statement and
balance sheet assumptions.

BPM- Twisted Cereals Model- e Financial model containing historical 2012 —

Annual Historical & Forecast.xlIsb 2014 financial statements and forecasts for
2015 — 2019.

BPM- Twisted Cereals Model- ¢ Rolled forward financial model containing

Annual Historical & Forecast-Rolled historical 2012 — 2015 financial statements and

Forward.xlIsb forecasts for 2016 — 2020.

For more information regarding any of the concepts discussed in this training exercise see
the resources on the BPM website (www.bestpracticemodelling.com/resources).

www.bestpracticemodelling.com Page 3 of 25
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Financial Model Creation

The first step in the development of a rolling historical and forecast financial statements
model is the creation of a new bpmModules project containing historical and forecast
business planning modules.

Historical Financial Statements
Before creating the new bpmModules project, open the workbook named ‘BPM-Twisted
Cereals-Historical Financial Statements 2012-14.xIsb’. This workbook contains two

worksheets — the first containing historical income statement data and the second containing
historical balance sheet data, as shown below:

Historical Financial Statements Data

A B c D E F G H ;
1 -
2 Twisted Cereals Incorporated
3 1 Sugar Lane
4 SUGARVILLE
5 SUGARLAND 90210
5 =
7 Income Statement
8 FY 2012 through FY 2014
9
10 Year Ending 30-Jun-12 30-Jun-13 30-Jun-14
11 P
12 Income
13 Nutri Bubbles Sales 539378 $4.266.6 $4.576.0
14 Just Wrong Sales 54.918.6 $3.296.2 $3.741.7
15 Coco Bix Sales $5.621.1 $6,004.0 $6,632.3
16 Total Income $14,497.5 $15,656.8 $16,956.3
1ir
18 Cost of Goods Sold
19 Nutri Bubbles Sales 52,8427 $3.064.3 $3.286.8
0 Just Wrong Sales §3.596.8 53.872.9 54.203.0
1 Coco Bix Sales 54,1833 $4.5333 54.936.3
22 Total Cost of Goods Sold $10,623.0 S11472.9 $12,426.1
z3
24 Gross Margin 83.874.5 $4.183.9 $4,530.1
=
76 Other Revenue
27 Other Revenue $456 5372 5174
Total Other Revenue 845.6 5572 5174
2 Tl
H 4» M| IS BS %2 [a] 1l | N
Ready | [EOm 100% (=) J )

The data within this workbook will be imported into the new project when it is created.

Page 4 of 25 www.bestpracticemodelling.com
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Project Type Selection
To create the new project, activate the BPM tab (or the Modules tab if in Developer mode)

and click on the New button within the Projects group to load the New Project Wizard. Then
select ‘Inventory’ as the type of project to be created, as shown below:

New Project Wizard Dialog Box — Project Type

Step 1
The type of project to be created...

r ~
=ij1:‘ bpmMadules - New Project Wizard [ =l éj

Industry: |AI\ Genres j Region:  |Australia j Search:
Industry Category
Details
Custom Custom Project
General Business Planning Basic Create a dynamicfinancial model of an inventory-based business,
General Business Planning Basic with GST containing integrated income statement, balance sheet and cash flow
General Business Planning Comprehensive statement. Analysis includes:
General Business Planning Comprehensive with GST - Revenues, expenses, depraciation and tax
General Business Planning Detailed - Working capital, fixed assets, debt and equity;
General Business Planning Detailed with GST -Inventory and cost of goods sald;and
P e —— = - Detailed corporate tax calculations.
General Business Planning Inventory with GST The following items will not be included:
General Business Planning Research
General Business Planning Research with GST ) g?:;fj::i‘:.”es Buwiages;
General Business Planning Wages -Intangib\eas;ets; and
General Business Planning Wages with GST - Deferred tax analysis.

| Next = | Cancel

The Inventory project type is suitable for Twisted Cereals Incorporated, because it is a
manufacturing business and therefore reports cost of goods sold and inventory within its
financial statements.

The New Project Wizard provides a growing range of project types, differing based on
business type, industry and level of complexity — e.g. the Wages project type is more suited
to services businesses with detailed salaries and wages analysis.

www.bestpracticemodelling.com Page 5 of 25
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Initial Time Series Assumptions

Click the Next button to activate the Initial Time Series Assumptions tab of the New Project
Wizard. This data will determine the starting time series properties of the new financial
model, as shown below:

New Project Wizard Dialog Box — Initial Time Series Assumptions

-
:"):' bpmMadules - New Project Wizard l =X
Step 2 "
The initial project time series assumptions...
Initial time series assumptions
Time series: |Annual, Historical & Forecast j
Financial year end: |June j
First finandial year: 2012 El:
Model start year: |2|]12 J
Term (years): 3 3:
Denomination: F -
Last historical year: |2014 j
| Jun-12 Jun-13 Jun-14 Jun-15 Jun-18 Jun-17 Jun-18 Jun-19 |
Years | t t ; t t t f |
1st July 2011 30th June 2019
. . I

Historical | T T |
30th June 2014

Forecast | T t t t |

< Back | Next = | Cancel

Enter the following data to ensure that the new financial model contains historical financial
statements for the 2012 — 2014 financial years:

Type Assumption

Time series e Annual, Historical & Forecast
Financial year end e June

First financial year e 2012

Term (years) e 8

Denomination e $000

Last historical year e 2014

These assumptions can be changed after the model is built, but getting them right during the
project creation process usually saves a lot of time.

Page 6 of 25 www.bestpracticemodelling.com
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Initial Functionalities

Click the Next button to activate the Initial Functionalities tab of the New Project Wizard. The
options selected within this tab will determine the way in which forecast assumptions are
entered, and outputs calculated, within the financial model:

New Project Wizard Dialog Box — Initial Functionalities

=",=' bpmMadules - New Project Wizard l Gl |mwe S
Step 3 "
The functionalities included within the project...

1. Revenue
Calculation method
{+ Drivers

" No drivers

™ Allow volumes and unit prices to belinked in from precedent modules

m

2. Cost of Goods Sold
Calculation method

" Drivers

" No drivers

3. Operating Expenditure
Calculation method

" Drivers

¥ No drivers

-
Assumptions entry method

" Amounts

¥ Growth rates

4. Capital Expenditure -

< Back | Next = | Cancel

As indicated by the red shapes in the above image, change the functionalities of the
Revenue, Cost of Goods Sold and Operating Expenditure modules to the following:

Module Functionality

Revenue e Calculation method: Drivers
Cost of Goods Sold e Calculation method: Margins
Operating Expenditure e Calculation method: No drivers

e Assumptions entry method: Growth rates

Functionalities can be changed after the model is built by inserting, deleting and editing
modules, but getting them right during the project creation process usually saves a lot of
time.

www.bestpracticemodelling.com Page 7 of 25
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Source Data Type Selection

Click the Next button to activate the Source Data Type tab of the New Project Wizard and
ensure that the ‘Excel/CSV’ option is selected, as shown below:

New Project Wizard Dialog Box — Source Data Type

~
E"E' bpmModules - New Project Wizard l o
Step 4 "
The source of the historical income statement and balance sheet assumptions...
{" None(populate afterbuild)
o) Excelf{C5V:

" G Xero

< Back | Next = | Cancel

The source data is used to populate the historical financial statements during the project
creation process, and can be imported from either an open Excel workbook or directly from
Xero. Alternatively, the historical financial statement assumptions can be entered or
imported after the model is built.

Page 8 of 25 www.bestpracticemodelling.com
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Financial Modeling Exercise

Excel Source Data Location

Click the Next button to activate the Excel Source Data Location tab of the New Project

Wizard, as shown below:

New Project Wizard Dialog Box — Excel Source Data Location

First heading column: A 3:

=",=' bpmModules - New Project Wizard l o 1
Step 5 H
The location of the Excel data to be entered as assumptions into the new project...

|v Historical Income Statement
Warkbook: |BPM-Demo Historical Financial Statements 2012-14.xisb -l
Rows range: |'IS'|51: 74
First heading column: m

[v Historical Balance Sheet
Workbook: |BPM-Demo-Historical Financial Statements 2012-14.xisb |
Rows range: |'BS'!51:5122 275

< Back | Next = | Cancel

The rows within the designated ranges will be searched and the data within them made
available for importation into the historical financial statements of the new financial model.
Ensure that the following ranges within the workbook named ‘BPM-Twisted Cereals-Historical
Financial Statements 2012-14.xlIsb’ are specified for the historical income statement and

balance sheet respectively:

Financial Statement

Excel Source Data Location

Historical Income Statement

o 'IS'1$1:$74

Historical Balance Sheet

o 'BS'1$1:$122

www.bestpracticemodelling.com
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Income Statement Accounts Mapping

Click the Next button to activate the Income Statement Accounts Mapping tab of the New

Project Wizard, as shown below:

New Project Wizard Dialog Box — Income Statement Accounts Mapping

-
5@5’: bpmModules - New Project Wizard

o). |

Step 6

Source accounts:

Coco Bix Sales.

Total Income
MNutri Bubbles Sales

Mapping of source data to income statement accounts...

Destination income statement:

-

Mutri Bubble

| »

30-Jun-12

Just Wrong Sales Just Wron Just Wron 4,91 =
Coco Bix Sales Coco Bix Sales Coco Bix Sales 5,621.07
Total Cost of Goods Sold Total Revenue 14,437.45
Gross Margin —
Other Revenue Cost of Goods Sold
Total Other Revenue
Television & Media Advertising MNutri Bubbles Sales Nutri Bubbles Sales + 2,842.68
Print Advertising -+ Just Wrong Sales Just Wrong Sales + 3,596.79
Research & Development - Coco Bix Sales Coco Bix Sales + 4,183.52
Total Operating Expenses Total Cost of Goods Sold W
Depredation - Buildings
Depredation - Machinery & Equi... __| N —_—
Total Operating Expenses Gross Margin 387445
Amortization - Goodwill
Total Expenses Net Operating Expenses
Operating Profit
Interest on Cash at Bank Other Revenue Other Revenue + 45.59
Total Other Income Total Other Revenue 45.59
Athar Funancas LI S
Reconcile Net Profit After Tax with: INet Profit f (Loss) j [ Target: 663.03 Actual:  663.03 Difference:  0.00 ] ‘
- Options
Impart values within columns: Conversionfactor:  Display: Year ending: [ Rewerse columns
ID ﬁ to... IF ﬁ Il.UUU Preview ;I |30—Jun-12 LI ¥ Import multiple assumptions using formulas

< Back | Next = Cancel

Use the mouse to drag and drop source accounts from the list on the left side of the dialog to
their appropriate income statement accounts until the Target and Actual Net Profit After Tax

lines are identical.

Each source account should be mapped based on its most suitable income statement account
— e.g. Tax Expense should not be mapped to Operating Expenditure if the income statement
contains a Tax Expense account. Source account totals should also be ignored to prevent

double-counting.

A full list of the income statement accounts mapping is provided in the appendices to this

document.

Page 10 of 25
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Balance Sheet Accounts Mapping

Click the Next button to activate the Balance Sheet Accounts Mapping tab of the New Project
Wizard, as shown below:

New Project Wizard Dialog Box — Balance Sheet Accounts Mapping

~
’ » bpmModules - New Project Wizard l o
Step 7 "
Mapping of source data to balance sheet accounts...
Source accounts: Destination balance sheet:
Total Assets j o
Trade Creditors Prepaid Expenses Prepaid Expenses + 178.30
Inventory Payables Other Current Assets Other Current Assets + 231.40
Total Trade Payables Other Current Assets 459.70
Interest Payabl — e
Tierest Tayate Total Current Assets 3,317.69
Dividends Payable
Total Mon-Trade Payables
Corporate Tax Payable Non-Current Assets =
Total Taxation
Other Current Liabilities Land Land = 135.00
Total Other Current Liabilities Buildings Buildings + 1,336.70 =
Commerical Paper Less Acc. Dep. - Buildings Buildings + (42.26)
Bank Debt = Machinery & Equipment Machinery & Equipment + 3,113.00
Working Capital Fadiity &= Less Acc. Dep. - Machinery & Equi... Machinery & Equipment + (226.33)
Total Debt . Goodwil Goodwil + 4,038.91
Other Non-Current Liabilities Fixed Assets 3,355.02
Total Other Non-Current Liabilities
Total Liabilities Other Non-Current Assets Other Mon-Current Assets + 514.20
Net Assets Other Non-Current Assets 514.20
Share Capital R
Other Equity Total Non-Current Assets 8,869.22
Retained Earnings
Total Equity - Total Assets 12,186.92
b - -
Reconcile Total Equity with: |Tuta| Equity j Target: 5,628.31 Actual:  5,628.31 Difference:  0.00
Options
Import values within columns: Conversionfactor:  Display: Year ending: I~ Reverse columns
|D :ZI to... |F :I ‘I.UUU Preview j |3D-Jun-12 j ¥ Import multiple assumptions using formulas

< Back | Next = | Cancel

Drag and drop accounts from the list on the left side of the dialog to their appropriate
balance sheet accounts until the Target and Actual Total Equity lines are identical.

Fixed assets are generally reported at their net book value, so accumulated depreciation
accounts have been mapped to the same categories as their associated fixed asset accounts
— e.g. ‘Less Acc. Dep. — Buildings’ has been mapped to ‘Buildings’ so that only ‘Buildings’
appears within the historical balance sheet as its net book value. This has been done by
using the mouse to drag and drop each contra account (e.g. ‘Less Acc. Dep. — Buildings’)
onto its corresponding account (e.g. ‘Buildings’), thereby creating many-to-one mapping of
source accounts to destination accounts.

Many-to-one mapping of accounts is also commonly used to group related accounts into a
single account to reduce the number of categories in the financial statements — e.g. grouping
all services-based operating expenses into a single operating expenditure category called
‘Services’.

A full list of the balance sheet accounts mapping is provided in the appendices to this
document.

www.bestpracticemodelling.com Page 11 of 25
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Outputs & Presentations

Click the Next button to activate the Outputs & Presentations tab of the New Project Wizard,
as shown below:

New Project Wizard Dialog Box — Outputs & Presentations

4

=",=' bpmModules - New Project Wizard l El é
Step 8 "
The optional outputs and other presentations to beincluded in the project...
Insert modules: Properties Attachments
=1 9 (1 v) Equity Valuation
=] cﬂba [ Outputs & Other

o

=] &a ¥ Dashboards

-~ offfe W Financial Statements Summary
.ﬁ. [V Top Revenue Summary

-~ offge ¥ Top Expenses Summary

This equity valuation module is one of the outputs & other modules included
within a business planning module suite developed by Best Practice Modelling.

For more information regarding this module see:

Equity Valuation Module

DCF Valuation Theory

Outputs & Other Module Area
Business Planning

Best Practice Modelling Resources

< Back | Create | Cancel

The module suites available from the BPM website contain an ever-increasing number of
outputs and presentation modules, such as discounted cash flow (DCF) modules and
dashboard modules that providing a tabulated and graphical summary of financial
statements or revenue or expenses data.

Outputs and presentation modules can be included during the new project creation process
or added later by inserting modules.

Click the Create button to build the financial model.

Page 12 of 25 www.bestpracticemodelling.com
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Forecasts Development

Having created the financial model including historical income statement and balance sheet
data, it is time to review, and if necessary customize, the model forecasts.

The forecast modules initially included within a financial model will be based on the initial
functionalities specified in the New Project Wizard.

There are two ways forecast modules can be customized to meet specific requirements:

1. Modules can be deleted and replaced with different modules; or

2. Modules can be edited or created from scratch using Microsoft Excel.
For example, to change the way revenue is forecast from driver-based assumptions to
growth rates-based assumptions, the existing revenue module would first be deleted (in User
mode via the BPM tab, Modules group, Delete button or, in Developer mode, via the Modules
tab, Modules group, Delete button). Then a new revenue module would be inserted (in User

mode via the BPM tab, Modules group, Insert button or, in Developer mode, via the Modules
tab, Modules group, Insert button), as shown below:

Insert Module Dialog Box — Module Source

~
=",=' bpmMadules - Insert Module l E] S
Step 1 of 2: "
Modules source...
m Insert modules from
Modules " Mew module
* Eile: Mame Region Time Series = Browise...
|=| Business Planning (Basic with G5T) Australia Annual, Historical & Forecast e
= | Business Planning (Basic with GST) Australia Annual __
Business Planning {Basic with G5T) Australia Monthly, Historical & Forecast Show Filters
Business Planning {Comprehensive with GST) MNew Zealand Quarterly
Business Planning {Comprehensive with GST) Australia Monthly, Historical & Forecast
Business Planning {Comprehensive with VAT) United King... Annual
Business Planning {Inventory) Australia Annual, Historical & Forecast
Business Planning (Inventory) Australia Annual
|=| Business Planning (Wages with GST) Australia Monthly, Historical & Forecast
|=| Getting Started Ary Arnual
-ﬁo Revenue (Amount & Growth Rates) Any Annual e
o Revenue (Amounts & Growth Rates) Any Annual 0 Dovnload
-ﬁ- Revenue (Amounts) Any Annual [ Request
uﬁo Revenue (Drivers) Any Annual
o4 Revenue (Drivers, Links In) Any Annual j Batch Add...
Selected file details
Type: Module Suite
Genre: General Business Planning
Category: Inventory
Description: Generic annual historical &forecast business planning modules designed forthe
madelling of a business with inventary.
Time series: Annual, Historical & Forecast
Next = Inzert Cancel
h

The Twisted Cereals financial model was built from modules contained within the annual,
historical and forecast Business Planning (Inventory) module suite, so this suite must be
selected when inserting modules to ensure compatibility.

www.bestpracticemodelling.com Page 13 of 25
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Then, the growth rates-based revenue module is selected by including revenue and selecting
‘Drivers’ as the ‘Calculation method’ and ‘Growth rates’ as the ‘Assumptions entry method’,
as shown below:

Insert Module Dialog Box — Revenue Module Insertion

e B
%1 bpmModules - Insert Module L | = g
Step 2 0f 2: "
Modules to beinserted...

Source Insert modules: | Functionalities
m = [~ Business Planning (Inven.. | [ Calculation method———————

- B o3[ Time Series " Drivers
o offge [ Time Series

- [ 3 [ Financial Statements

- offge [ Historical Income Stat...

Properties | Help | Attachments |

»

(# No drivers

e offfe [ Historical Balance Sheet I Allo LI prices to
. o [ Income Statement —Assumptions entry method——
o4 [ Balance Sheet  ArmOUnES

m

.ﬁ. [~ Cash Flow Statement
- & o3 [7 Operational
o4 [ Volumes
- ofe [T Unit Prices
o [ Unit Costs
AT
o [7 Cost of Goods Sold
o [ Operating Expenditure
e e [ Capital Expenditure
B T Wo ta
&1

=] cﬁor Assets
,&s [~ Bock Assets
=] cﬁor Capita

% Growth rates

< Back Next | Insert I Cancel

In this way, forecast modules can quickly and easily be replaced within the business planning
module based on the desired functionalities for each module. And if the module suite does
not contain a module with the desired functionalities, a module with the most similar
functionalities can be inserted and customized using Microsoft Excel.

For more information regarding the development and customization of modules see
www.bestpracticemodelling.com/resources/bpmmodules/developing_modules.
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Periodic Rolling

At the end of the 2015 financial year, the Twisted Cereals financial analysts want to update
the financial model to include the actual income statement and balance sheet data for this
year — i.e. they want to roll forward the model to include the actual 2015 data.

The BPM Excel add-in simplifies the rolling forward of historical and forecast business
planning models to three steps:

1. Update the time series assumptions to reflect the roll forward;

2. Import the newly-available historical income statement and balance sheet data; and

3. Enter new forecast assumptions for newly-created forecast periods.
Each of these steps will be discussed in turn.
Time Series Updating
One of the most powerful features of the BPM Excel add-in is that the time series sheets
throughout a project can be linked to the project time series assumptions such that changes
to time series assumptions are automatically reflected in time series sheets — i.e. time series
sheets automatically shorten and extend in response to time series assumptions changes.
When the Twisted Cereals financial model was first created it had a term of 8 years, of which
the first 3 years were assumed to be historical years (2012 — 2014) and the last 5 years
were assumed to be forecast years (2015 — 2019). Verify this by activating the workbook

table of contents and clicking on the ‘Time Series — Assumptions’ hyperlink in position 2.a. to
activate the time series assumptions, as shown below:

Time Series Assumptions — Before Roll Forward

A|B|C|[D|E F G H I dl
Time Series
Twisted Cereals

Go to Table of Contents
S € FE 2 R

Time Series - Assumptions

5w oo~ (oafs |wa (=

Core Time Series Assumptions

11 Primary Periodicity Annual

. CE—
13 First Financial Year 2012

14 Term (Years) 3

17 Denomination $ ﬂ
19

20 Historical & Forecast Time Frames

21

27 Last Historical Year 2014 ﬂ
23 Auto-Hide Inactive Columns

Two assumptions changes are required to roll-forward the Twisted Cereals financial model:

1. Change the Last Historical Year from 2014 to 2015, thereby creating an additional
historical year; and

2. Increase the Term (Years) of the model from 8 years to 9 years, thereby ensuring that
the model still contains 5 forecast years.
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Change the Last Historical Year drop down box (in the range H22:122) from 2014 to 2015.
This will load the Update Time Series Period Titles dialog box, as shown below:

Update Time Series Period Titles Dialog Box — Updating Historical Years

bpmModules - Update Time Series Period Titles [ ]
Affected period titlesblocks:

Period Titles | Periods | Inactive Columns |  Current Periods | Updated Periods | Assumptions | Details... |
Annual Historical Extend ;I Group & Hide ;I J-L (3 Columns) 1-M (4 Columns) Add .
Annual Forecast Do Mothing LI Group & Hide LI J-Q (8 Columns) 1-Q (8 Columns) Mo Impact 7

Ignore Al |
Annual All Periods Do Mothing ;I Group & Hide ;I J-Q (8 Columns) 1-Q (8 Columns) Mo Impact
Disable all |
—Explanation

1period titles block will be extended and assumptions cells withinthe active project will be created as a result of this extension
(click the 'Details’ button far more onthis), initially containing their default assumption values.

3 period titles blocks will have their columns updated (based ontheir stored grouping and/forvisibility settings)to reflect their active
andjor inactive status.

Update Cancel |

Now change the Term (Years) assumption (in the range H14:114) from 8 years to 9 years.
This will again load the Update Time Series Period Titles dialog box, as shown below:

Update Time Series Period Titles Dialog Box — Updating Forecast Years

Affected period titlesblocks:

Period Titles | Periods | Inactive Columns |  Current Periods | Updated Periods | Assumptions |
Annual Historical Do Mothing ;I Group & Hide ;I J-M (4 Columns) 1 -M (4 Columns) Mo Impact
Annual Forecast Extend LI Group & Hide LI J-Q (8 Columns) 1-R (9 Columns) Add
Annual All Periods Extend ;I Group & Hide ;I J-Q (8 Columns) 1-R {8 Columns) Mo Impact LFEAHI
Disable all |
—Explanation

2 period titles blocks will be extended and assumptions cells within the active project will be created as a result of this extension
(click the 'Details’ button far more onthis), initially containing their default assumption values.

3 period titles blocks will have their columns updated (based ontheir stored grouping and/forvisibility settings)to reflect their active
andjor inactive status.

Update Cancel |
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After updating these two assumptions, the financial model will now have a term of 9 years,
of which the first 4 years are historical years (2012 — 2014) and the last 5 years are forecast
years (2016 — 2020), as shown below:

Time Series Assumptions — After Roll Forward

4/A|/B|C|DJ|E F G H i ]

5w o afn jwim e

K

17 $ §000  |w

Three alerts have been temporarily triggered because new assumptions cells have been
created in the underlying model but no assumptions have been entered into these cells yet.

The additional historical year can be verified by activating the historical income statement

assumptions (within sheet 2.b. of the table of contents) and confirming the extension of the
time series sheet to include the year 2015 in column M, as shown below:

Historical Income Statement Assumptions — After Roll Forward

4/A|B|C|D|E F G H i ] K L M N

Mutri Bubbles Sales 3,957.8 4,266.6 4,576.0
Just Wrong Sales 4,918.6 5,296.2 5,747.7
Coco Bix Sales 5,621.1 6,094.0 6,632.5
Mutri Bubbles Sales 2,842.7 3,064.5 3,286.8
Just Wrong Sales 3,596.8 3,872.9 4,203.0
Coco Bix Sales 4,183.5 4,535.5 4,835.3

MEEERYEREENEEEE S R0 Bh~ o wn s we e

Note that the BPM Excel add-in automatically extends all historical time series sheets in the
workbook to include an additional historical year in response to the change of assumptions.
In this way, BPM automates the rolling-forward of historical and forecast financial models.
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Activate the forecast revenue assumptions by activating the table of contents and clicking on
the ‘Operational’ hyperlink in position 2.d. Verify the addition of a forecast year by
confirming the time series sheet to include the year 2020 in column R, as shown below

Forecast Revenue Assumptions — After Roll Forward

SlalelclD[E F G H e N ] P R 5
i

2

3

4

5

3

7

13

14

15

15

17

18

19

20 1,000

21 1,000

22 1,000

23

24

25

2%

27 §2.43 £2.55 §2.61 £2.67
23 §2.62 £2.70 €278 £2.86
29 .43 .50 .58 55
30

31

32

33

34 2,138.0 2,245.0 2,357.0 2,475.0
35 2,586.0 2,694.0 2,829.0 2,970.0
3% 3,207.0 3,357.0 3,536.0 3,713.0
37

£

Note also that the year 2015 column, which was a forecast period prior to rolling forward the
model, is now inactive and has therefore been automatically grouped and hidden by the BPM
Excel add-in.

This automated hiding of inactive forecast columns means that existing forecast assumptions
remain valid — e.g. the existing revenue prices and volumes assumptions for the years 2016
— 2019 do not need to be copied and pasted across one column because they stay in the
same column after the model is rolled forward.
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Importing Updated Financial Statements

After rolling forward the model to provide for historical 2015 assumptions, the 2015 historical
income statement and balance sheet data needs to be imported into the historical financial
statements.

Open the workbook named ‘BPM-Twisted Cereals-Historical Financial Statements 2015.xIsb’.

This workbook contains two worksheets — the first containing historical income statement
data and the second containing historical balance sheet data, as shown below:

Historical Financial Statements Data

A B C D E F

1

2 Twisted Cereals Incorporated

3 1 Sugar Lane

4 SUGARVILLE

5 SUGARLAND 90210

5

7 Income Statement

8 FY 2015

)

10 Year Ending 30-Jun-15
11

12 Income

13 Nutti Bubbles Sales 540271
14 Just Wrong Sales 36,207.8
15 Coco Bix Sales 571769
16 Total Income 5183118
Lr -
18 Cost of Goods Sold

19 Nutri Bubbles Sales 53,3389
20 Just Wrong Sales 54,3303
71 Coco Bix Sales §33415
22 Total Cost of Goods Sold 513.419.9
3 -
24 Gross Margin 54,8019
£3 -

The process used to import this data is very similar to that which was used to import the
historical income statement and balance sheet data when building the financial model using
the New Project Wizard.
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To import this data, first ensure that the historical income statement assumptions are
activated (by clicking the hyperlink in position 2.b. of the table of contents), as shown

below:

Historical Income Statement Assumptions — After Roll Forward

ERNL T, RIRRIUATN

i
15
16
17
18
19

21

23
24
25

27

29
30
31
32

>

B|C|D|E F G H I ] K L M M
Historical Income Statement
Twisted Cereals Incorporated (3 Alerts Detected)

Go to Table of Contents
€ 2E = R

Year Ending June 2012 2013 2014 2015

Historical Income Statement

Revenue
Mutri Bubbles Sales 3,957.8 4,266.6 4,576.0
Just Wrong Sales 4,918.6 5,296.2 5,747.7
Coco Bix Sales 5,621.1 6,094.0 5,632.5 -
Total Revenue 14,497.5 15,656.8 16,956.3 -

Cost of Goods Sold

Mutri Bubbles Sales 2,842.7 3,064.5 3,286.8

Just Wrang Sales 3,596.8 3,872.9 4,203.0

Coco Bix Sales 4,183.5 4,535.5 4,935.3 -

Total Cost of Goods Sold 10,623.0 11,472.9 12,426.1 =
Gross Margin 38745 4,183.9 4,530.1 -

Now, with the historical income statement assumptions visible, load the Import Assumptions
tool via the Data tab, Get External Data group, Import Assumptions button. The Import
Assumptions dialog box will be displayed, as shown below:

Import Assumptions Dialog Box — Import Data Source Tab

Step 1 of 4:
Import data source...

="r:' bpmModules - Import Assumptions uEI—J

& Excel/C5V

O &) Xero

Next = | | Cancel
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Follow the steps within the Import Assumptions dialog. Note that a mapping file was
automatically created when the model was first created which recorded the initial allocation
of source data accounts to income statement accounts. This mapping file is called ‘Historical
Income Statement — Assumptions.csv’, and should be selected as the ‘Existing mapping file’
in the third step of the Import Assumptions dialog, as shown below:

Import Assumptions Dialog Box — Import Data Source Tab

F IEI ™
1'1,—: bpmMadules - Import Assumptions L = g
Step 3 of 4: "
Import assumptions destination..

Import assumptions criteria

—Import date rang

Eirstimpart period end: E
Lastimport period end: |30th June 2015 ;I

—Export columns range

Export values within columns: ID ::I to.~ ID ::I

™ Reverse columns

—Assumptions mapping file

¥ Useanassumptions mapping fileto store and load mapped assumptions

i~ New mapping file: IHlsmrlcaI Income Statement - Assumptions Map.csv (2).csv

Historical Balance Sheet - Assumptions Map.csv Import... |
Historical Income Statement - Assumptions Map. csv Export... |

Delete |

% Existing mapping file:

¥ Update mappingfile afterassumptions import

< Back Next > | Import I Cancel

Selecting this existing mapping file will prevent the need to re-map source accounts which
were mapped when the financial model was first created using the New Project Wizard.
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In this instance, only one new source account has been added to the source data for the
2015 financial year; the operating expense account named ‘Social Media Strategy’. Map this
account to Operating Expenditure by dragging it from the source accounts panel and
dropping it after the existing ‘Research & Development’ account, as shown below:

Import Assumptions Dialog Box — Import Assumptions Mapping

4

Step 4 of 4:
Impaortassumptions mapping...

=",=' bpmModules - Import Assumptions l El é

Source accounts: Destination income statement:
Mutri Bubbles Sales | Just wrong Sales Just Wrong Sales + 4,539.47 o
Just Wrong Sales Coco Bix Sales Coco Bix Sales + 5,341.46
Coco Bix Sales Total Cost of Goods Sold 13,419.88
Total Income

Nutri Bubbles Sales Gross Margin 4,891.90 B

Just Wrong Sales
Coco Bix Sales

Net Operating Expenses
Total Cost of Goods Sold

m

Gross Margin

Other Revenue -+ Other Revenue Other Revenue + 3173 A
Total Other Revenus - Total Other Revenue 31.73
TE_IE visian &_P'?Edia Advertising e Television & Media Advertising Television & Media Advertising + 1,043.55
Print Advertising Print Advertising Print Advertising + 705.50
Research & Development
" " Research & Development Research & Development + 474.29
Sodal Media Strategy
Sod g g ia &
Total Operating Expenses Sodial Media Strategy Sodal Media Strategy + 347.85
Deprediation - Buildings Total Operating Expenditure 2,571.19
DEDFEEiaﬁD”_‘ Machinery &Equi... Other Expenses Other Expenses + 41,36
Total Operating Expenses Total Other Expenses 41.36
Amortization - Goodwill j 2
Reconcile Net Profit After Tax with: |Net Profit f (Loss) j [ Target: 913.17 Actual:  913.17 Difference:  0.00 ]
Options
Import values within columns: Conversionfactor:  Display: Period ending:
b H t. b H 1.000 preview  w| [30Jun-15 |

W Importmultiple assumptions using formulas [~ Reverse columns [ Reset existingassumptions W Addtoexisting assumptions

< Back | Import | Cancel

Ensure that the Target and Actual Net Profit After Tax amounts are equal, then click the
Import button to import the 2015 income statement data into the historical income
statement module.

Having completed the importation of historical income statement assumptions, activate the
historical balance sheet assumptions and repeat this process to import the 2015 balance
sheet data.

Forecast Assumptions Updating

If the forecast assumptions are now updated to reflect the inclusion of the 2020 forecast
year, the model roll-forward is complete.

This roll-forward procedure is undertaken whenever new historical data becomes available —
e.g. commonly monthly for rolling monthly business planning processes.
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Appendices
Income Statement Mapping Summary

The following table provides a summary of the historical income statement mapping used for

Twisted Cereals as stored in the assumptions mapping file named ‘Income Statement -
Historical - Assumptions Map.csv’:

Heading Action Row or Category Block Category

Nutri Bubbles Sales Add Revenue Nutri Bubbles Sales

Just Wrong Sales Add Revenue Just Wrong Sales

Coco Bix Sales Add Revenue Coco Bix Sales

Total Income Ignore None None

Nutri Bubbles Sales& Add Cost of Goods Sold Nutri Bubbles Sales

Just Wrong Sales& Add Cost of Goods Sold Just Wrong Sales

Coco Bix Sales& Add Cost of Goods Sold Coco Bix Sales

Total Cost of Goods Sold Ignore None None

Gross Margin Ignore None None

Other Revenue Add Other Revenue Other Revenue

Total Other Revenue Ignore None None

Television & Media Add Operating Expenditure Television & Media
Advertising Advertising

Print Advertising Add Operating Expenditure Print Advertising
Research & Development Add Operating Expenditure Research & Development
Total Operating Expenses Ignore None None

Depreciation - Buildings Add Depreciation Depreciation - Buildings
Depreciation - Machinery & Add Depreciation Depreciation - Machinery &
Equipment Equipment

Total Operating Expenses& Ignore None None

Amortization - Goodwill Add Depreciation Amortization - Goodwill
Total Expenses Ignore None None

Operating Profit Ignore None None

Interest on Cash at Bank Add Interest on Cash Interest on Cash

Total Other Income Ignore None None

Other Expenses Add Other Operating Expenditure Other Expenses

Total Other Expenses Ignore None None

Interest - Commercial Paper Add Interest Expense Interest - Commercial Paper
Interest - Bank Debt Add Interest Expense Interest - Bank Debt
Interest - Working Capital Add Interest Expense Interest - Working Capital
Facility Facility

Total Interest Expense Ignore None None

Income Tax Expense Add Tax Expense Tax Expense

Total Income Tax Expense Ignore None None

Net Profit / (Loss) Ignore None None

www.bestpracticemodelling.com
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Balance Sheet Mapping Summary

The following table provides a summary of the historical balance statement mapping used for
Pear Inc. as stored in the assumptions mapping file named ‘Balance Sheet - Historical -

Assumptions Map.csv’:

Heading Action Row or Category Block Category

Cash Add Cash Cash

Total Cash Ignore None None

Trade Debtors - Nutri Bubbles Add Trade Debtors Trade Debtors - Nutri Bubbles
Trade Debtors - Just Wrong Add Trade Debtors Trade Debtors - Just Wrong
Trade Debtors - Coco Bix Add Trade Debtors Trade Debtors - Coco Bix
Trade Debtors - Other Add Trade Debtors Trade Debtors - Other
Total Receivables Ignore None None

Inventory - Nutri Bubbles Add Inventory Inventory - Nutri Bubbles
Inventory - Just Wrong Add Inventory Inventory - Just Wrong
Inventory - Coco Bix Add Inventory Inventory - Coco Bix
Total Inventory Ignore None None

Prepaid Expenses Add Other Current Assets Prepaid Expenses

Other Current Assets Add Other Current Assets Other Current Assets
Total Other Current Assets Ignore None None

Land Add Fixed Assets Land

Buildings Add Fixed Assets Buildings

Less Acc. Dep. - Buildings Add Fixed Assets Buildings

Machinery & Equipment Add Fixed Assets Machinery & Equipment
Less Acc. Dep. - Machinery & Add Fixed Assets Machinery & Equipment
Equipment

Goodwill Add Fixed Assets Goodwill

Total Fixed Assets Ignore None None

Other Non-Current Assets Add Other Non-Current Assets Other Non-Current Assets
Total Other Non-Current Assets Ignore None None

Total Assets Ignore None None

Trade Creditors Add Trade Creditors Trade Creditors
Inventory Payables Add Inventory Payables Inventory Payables

Total Trade Payables Ignore None None

Interest Payable Add Interest Payable Interest Payable
Dividends Payable Add Dividends Payable Dividends Payable

Total Non-Trade Payables Ignore None None

Corporate Tax Payable Add Corporate Tax Payable Corporate Tax Payable
Total Taxation Ignore None None

Other Current Liabilities Add Other Current Liabilities Other Current Liabilities
Total Other Current Liabilities Ignore None None

Commercial Paper Add Debt Commerical Paper

Bank Debt Add Debt Bank Debt

Working Capital Facility Add Debt Working Capital Facility
Total Debt Ignore None None

Other Non-Current Liabilities Add Other Non-Current Liabilities Other Non-Current Liabilities
Total Other Non-Current Liabilities Ignore None None

Total Liabilities Ignore None None

Net Assets Ignore None None

Share Capital Add Ordinary Equity Ordinary Equity

Other Equity Add Other Equity Other Equity

Retained Earnings Ignore None None

Total Equity Ignore None None
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Rolling Business Planning

Rolling business planning modeling requires models that contain both historical and forecast
information, combined to give a comprehensive and continuous view of the business. The
forecast financials are projected off the latest historical numbers and if required the model is
‘rolled’ forward at the end of each period and the first period of forecast assumptions are
replaced by a new period of latest historical assumptions.

This is shown below for an eight year annual model, where the initial time series columns
have been constructed with three historical periods (columns J to L) for 2010 to 2012 and
five forecasts periods (columns M to Q) for 2013 to 2017. The roll forward from 2012 to
2013 (performed at the completion of 2013) changes the 2013 analysis from a period of
forecast numbers to a set of historical assumptions, as shown below:

Rolling Forward One Period Example

Time Series Schematics

Time Series Column [Tk LM [InNTJTolr]aglRr]
Year [2010 [ 2011 [2012 [ 2013 [ 2014 [ 2015 [ 2016 | 2017 [ 2015 |

Initial - Time Series Columns

Historical 1 1 1
Forecast - - - 1 [ 1 [ 1] 1] 1]
Al Periods 1 1 1 1 [ 1 [ 12 [ 1] 1]

Year 2 - Time Series Columns

Historical 1 1 1 1
Forecast - - - - 1 [ 1 [ 1] 1]
Al Periods 1 1 1 1 1 [ 1 [ 1 [T 1]

In addition to inserting an extra column of historical information, as per the above, it is also
possible to insert an extra column of forecast data for 2018 to retain the full five periods of
forecast analysis, as shown below:

Rolling Forward One Period (with Extra Forecast Year)

Time Series Schematics

Time Series Column [Tk T o ImInToleraolr]
Year [ 2010 [ 2011 | 2012 [ 2013 [ 2014 [ 2015 | 2016 [ 2017 [ 2018 |

Year 2 - Time Series Columns - Extra Forecast Year

Historical 1 1 1 i
Forecast - - - - 1] 1 [ 1] 1] 1]
All Periods 1 1 1 1 1 [ 1 [ 1 [ 1] 1]

For more information regarding the fundamentals of time series analysis, see the time series
analysis fundamentals documentation within the Best Practice Modelling Resources at
www.bestpracticemodelling.com/resources/knowledge/time_series.

www.bestpracticemodelling.com Page 25 of 25






Other Best Practice Modelling publications...

Standards
Tabulated Listing

Usar Guide

bpmToolbox
User Guide

Usier Guida

bpmModules
User Guide

Standards
Commentary & Examples

Mad ula ¢ Spreachbes! Developmeni

hsekilar Spreadshasl Developmen

Fundamnnias

Modular Development
Fundamentals

223

Busingss Planning

Wedutar Sprescishest Divefoprment

Business Planning
Modular Development

www.bestpracticemodeling.com



Best Practice Modelling
Phone: +613 9244 9800

Email: info@bpmglobal.com
www.bestpracticemodelling.com



	Introduction
	Financial Model Creation
	Historical Financial Statements 
	Project Type Selection
	Initial Time Series Assumptions
	Initial Functionalities
	Source Data Type Selection
	Excel Source Data Location
	Income Statement Accounts Mapping 
	Balance Sheet Accounts Mapping
	Outputs & Presentations

	Forecasts Development
	Periodic Rolling
	Time Series Updating
	Importing Updated Financial Statements
	Forecast Assumptions Updating

	Appendices
	Income Statement Mapping Summary
	Balance Sheet Mapping Summary
	Rolling Business Planning


