
CH 5. Financial Planning: 
Short Term and Long Term

Entrepreneurial Finance



Surviving in the Short Run



Surviving in the Short Run
Our goal is to project PDC’s cash balance at the end of each of the next four months and to create a set of projected 
financial statements congruent to the projections. We break this daunting task down into smaller pieces. 

Task 1: Budget PDC’s cash and borrowing position for the next four months (through
July 31).

Implementation Plan: 
(a) Use the sales forecast to determine the monthly cash collections from the current month’s cash sales and 

collections of receivables on the previous month’s credit sales, 
(b) use the inventory policy to determine the inventory expenses and schedule for their payments, 
(c) schedule the wages payments according to the semimonthly pay arrangements, 
(d) put these items together with the other assumptions and determine cash needs before financing, and 
(e) complete the cash budget by determining the necessary borrowing and repayment provisions, including interest 

payments, ensuring that $23,000 is available in the checking account.



Surviving in the Short Run



Surviving in the Short Run
Task 5: Calculate the change in the cash account balance in a spreadsheet that uses only the beginning and ending 
balance sheets and net income.
Implementation Plan: 

(a) Create a spreadsheet with the balance sheets for March 31 and July 31 as columns; 
(b) find the difference of the values in the columns and adjust the sign to reflect the change in cash flow, placing these 

signed differences in a third column; 
(c) add the values in the third column to calculate the change in PDC’s cash position directly.



Forecasting Sales for Early-Stage Ventures
The HandPilot Company, formed at the end of 2009, is in its startup stage. The venture developed and produces a handheld 
electronic device, the HandPilot, that controls kitchen appliances (i.e., adjusts settings, as well as turns them on and off) from 
remote distances. HandPilot’s sales are expected to be $1 million in 2010, which is about to come to a close. Rapid sales growth is 
expected over the next five years, and HandPilot wishes to prepare five years of sales forecasts for potential investors. How 
should the forecasts be made?



Estimating Sustainable Sales Growth Rates



Estimating Sustainable Sales Growth Rates



Estimating Additional Financing Needed to 
Support Growth



Forecasting Process
The financial forecasting process used to project financial statements is:
1. Forecasted sales
2. Project the income statement
3. Project the balance sheet
4. Project the statement of cash flows



Discussion Questions



MINI CASE: PHARMA BIOTECH CORP


