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Income Generating Businesses – How they should work 
including a sample profit & loss (budget) analysis.

Basic Principles of a Business

All businesses are made up of four parts, these being Assets, Liabilities, Income and expenses. The main aim is to make the net value of the business grow. To do this you need a profit that you can reinvest back into the business.                      
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Points to remember:

· The business should be treated as a separate entity to the business owner! The inability to do this is probably the single largest factor as to why small businesses fail to grow or survive.
· The business needs to be profitable! The survival of the business is paramount for there to be an ongoing and sustainable benefit. Before you start try and make sure that your projected income and expenditures are realistic and that the business can make a profit.
· Ideally, the cash flow of the business should be such that it is able to provide a satisfactory income to any employees (including the owner) as well as provide a return or profit on the capital invested. Some of the profit needs to be retained to expand the business and meet unforeseen expenses.
· Make sure that you have the necessary resources and skills to effectively run the business.

· Try and be fair to everyone. Avoid disreputable businesses, cronyism, discrimination, corruption & child labour wherever possible.
Sample Profit & Loss (Budget) Analysis

Sample chicken Business
	Assets
	
	
	
	
	
	
	

	Existing 
	Chook 
	Shed
	
	
	
	
	$425.00

	Purchase of Chickens
	500
	
	$1.00
	
	
	$500.00

	Purch of Chook Feed
	
	
	
	
	
	$500.00

	TOTAL Purchase Price of Business
	
	
	
	$1,425.00

	
	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	
	

	
	
	
	Interest rate
	
	Interest payable
	

	Existing Finance
	
	0.00%
	
	$0.00
	
	$0.00

	Finance required
	12.00%
	
	$120.00
	
	$1,000.00

	
	
	
	
	
	
	
	$1,000.00

	
	
	
	
	
	
	
	

	Nett Value of Business
	
	
	
	
	$425.00

	
	
	
	
	
	
	
	

	
	
	
	Proposed Budget
	
	Actual Budget

	Income
	
	
	
	
	
	
	

	Sale of Chickens @ $5 each
	
	$2500.00
	
	
	$0.00

	Future sales (every 3 months)
	
	$7500.00
	
	
	$0.00

	Total Revenue
	
	
	$10000.00
	
	
	$0.00

	
	
	
	
	
	
	
	

	Expenditure
	%
	
	
	%
	
	

	chickens
	
	20.00%
	$2,000.00
	
	0.00%
	$0.00
	

	Feed
	
	20.00%
	$2,000.00
	
	0.00%
	$0.00
	

	Vaccine
	
	6.00%
	$600.00
	
	0.00%
	$0.00
	

	Transport
	
	3.00%
	$300.00
	
	0.00%
	$0.00
	

	Mobile Ph
	
	5.00%
	$500.00
	
	0.00%
	$0.00
	

	Miscellane
	
	1.00%
	$100.00
	
	0.00%
	$0.00
	

	other
	
	0.00%
	$0.00
	
	0.00%
	$0.00
	

	other
	
	0.00%
	$0.00
	
	0.00%
	$0.00
	

	Wages Self
	25.00%
	$2500.00
	
	0.00%
	$0.00
	

	other
	
	0.00%
	$0.00
	
	0.00%
	$0.00
	

	other
	
	0.00%
	$0.00
	
	0.00%
	$0.00
	

	Other
	
	0.00%
	$0.00
	
	0.00%
	$0.00
	

	Total Expenses
	80.00%
	$8000.00
	
	0.00%
	$0.00
	

	
	
	
	
	
	
	
	

	EBIT
	
	
	
	$2,000.00
	
	
	$0.00

	Interest earned
	1.00%
	
	$20.00
	0.00%
	
	$0.00

	Net profit
	
	
	
	$2,020.00
	
	
	$0.00

	Net Profit/Revenue
	
	
	20.20%
	
	
	0.00%

	
	
	
	
	
	
	
	

	Loan repayment
	
	10.00%
	$1,000.00
	$83.33
	/mth
	

	Interest repayment
	
	1.20%
	$120.00
	$10.00
	/mth
	

	Profit after cost of finance 
	11.20%
	$900.00
	$93.33
	/mth
	$0.00

	profit after cost of finance/revenue ratio 
	9.00%
	
	
	

	Expected loan term
	
	
	1.00
	yrs
	
	

	
	
	
	
	
	
	
	

	Return on Capital Invested (Profit/Cap Inv*100)
	41.75%
	
	
	0.00%


Note: The above sample shows a profit and loss scenario over a 1 year basis. A more detailed cash flow analysis may need to be calculated to show when annual actual loan repayments are made. 
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