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SIXTH FORM STEPPING

D
FROM GCSE TO A LEVEL

WELCOME TO

ENTERPRISE & ENTREPRENEURSHIP

THIS IS THE COURSE YOU WILL STUDY
YOU WILL COMPLETE

STATEMENT OF PURPOSE

The purpose of this transition booklet is to help you
prepare for BTEC Level 3 Enterprise & Entrepreneurship by:

Understanding how businesses and entrepreneurs
create opportunities

Exploring personal and business finance

Developing independent research and
problem-solving skills

Preparing for Level 3 coursework and assessment

& ENTREPRENEURSHIP

Enterprise
is about identifying opportunities ¢
<

and solving problems through
creativity and innovation. Py % @ Understand marketing and finance

A

Entrepreneurship <) 0 Develop entrepreneurial thinking
s about turning ideas /

into successful ventures by PoXs T
Talng ealculatad riskd and Explore real-world business issues
creating value for customers.

e REER PATHWAYS

A e H Why have you chosen Enterprise & Entrepreneurship?

Marketing Finance Business
Management

f S =

Entrepreneurship Accounting Business
Degrees

Learn how businesses start and grow

ALL STUDENTS ARE EXPECTED TO BRING THIS
COMPLETED BOOKLET TO THEIR FIRST LESSON R S HIEORI

IN SEPTEMBER. STEPPING UP FROM GCSE TO A LEVEL
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KEY TOPIC: PERSONAL FINANCE

STUDENT MONEY INVESTIGATION
Every individual must make financial MoBILE Imagine you are about to start university or full-time employment.
decisions throughout their life. BANING) Research and compare TWO current accounts designed for

Good financial management helps people: young people or students.
Budget effectively
Avoid unnecessary debt 3 Bank Name: Bank Name:
Save for future goals Features: Features:

Manage risk . .

Make informed financial decisions o P P 2

Advantages: Advantages:

1M current Accounts  —
B8 Credit & Debit Cards

%Al Savings & Investments Which account would you choose and why?

Loans & Mortgages

©Q insurance
° KNOWLEDGE CHECK
YOUR FIRST MONTHLY BUDGET

Nstchithe keyitermito the defiiton Definitions: Imagine you receive £1,000 per month.

TERM DEFINITION A Protection against How would you divide your money?

@ Debitcard financial loss.

B. Money paid directly -

. from your bank
Credit Card
° account g Transport

© savings Account . Money borrowed 8 Entertainment
and repaid later

Saving

Food
O insurance . Account used to

save money and
P S . ¥

ng=-K A

a2

earn interest
Q STRETCH CHALLENGE PERSONAL FINANCE IN THE REAL WORLD
Research one financial product Explain:

(tick one box) Whatis it? Advantages Disadvantages

0O sa

O Mortgage

[ Personal Loan

[ Credit Card

[ Investment Account

KEY BUSINESS INSIGHT

Successful entrepreneurs and business owners must first
understand how to manage their own personal finances
before managing business finances.

C) ALL STUDENTS ARE EXPECTED TO BRING THIS PARK HALL SIXTH FORM

Other

Explain your choices.

COMPLETED BOOKLET TO THEIR FIRST LESSON
IN SEPTEMBER STEPPING UP FROM GCSE TO A LEVEL
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KEY TOPIC:

PREDICTING CASH MOVEMENTS TO MANAGE A BUSINESS

o WHAT IS A CASH FLOW FORECAST? COMPONENTS OF CASH FLOW
A cash flow forecast shows the expected cash com CASHENELO WS (MONEEQMINGIN
(to the business) and cash going out (from the business) Cash sales
over a future period of time. Credit sales (payments received)
Loans
Capitalinroduced by owners
Sale of assets

@ Plan for the future Interest received

@ Identify cash surpluses or shortages CASH OUTFLOWS (MONEY GOING OUT)
‘ Purchases of stock and materials

CASH FLow
It helps businesses to: FORECAST

@ Make better financial decisions
Rent and rates

@ Ensure bills and expenses can be paid Wages and salaries
Utiliy bills (electricity, water, gas)
@ Avoid running out of money Loan repayments and interest
Tax payments
Purchase of assets (equipment, vehicles)

NET CASH FLOW
Total Cash Inflows — Total Cash Outflows

A positive figure = cash surplus (good)

A negative figure = cash shortfall (problem)

HOW TO PREPARE A EXAMPLE CASH FLOW FORECAST (MONTHLY) ALL AMOUNTS IN £
CASH FLOW FORECAST ITEM MONTH 1 MONTH 2 MONTH 3 MONTH 4
CASH INFLOWS
@ Dece e imepard ekl moryor e o Sl 2000 SEm 5000 5500
Crodit Sles 2.000 2500 2000 2500
Loan Received 3,000 : 1
© Listall expected cash outflows. Total Inflows 10,000 8,000 8,000 9,000

© Calciatetotas forinflows and outfows. CASH OUTFLOWS
Purchases 3,000 3200 3,400 3,600
© Workout thenat cash low. Rent 800 800 800 800
Wages 2,500 25500 2500 2,500
Uilties 400 400 400 450
Loan Repayment 1,000 1,000 1,000 1,000
KEY TIPS Other Expenses 700 600 600
Total Outflows 8,400 8,500 8,700

© it all expocted cashinfows.

© Add th apening blane o find the cosing balance,

Be realistic with figures.

ol o paypent, NET CASH FLOW 1,600 -500 -700

Review and update regularly.

At plin 106 S eeted ‘oste! OPENING BALANCE 2,000 3,600 3,100 2,400
CLOSING BALANCE 3,600 3,100 2,400 2,350

Q ANALYSING CASH FLOW g WHATT0 00 I THeR i A cash sHoTace | (19 KeY POINT

POSITIVE CASH FLOW. NEGATIVE CASH FLOW * Increase cash inflows (e.g. offor discounts for early payment) ‘C’":I "ﬂ: i's "*: s
More money is coming in More money is going out Reduce or delay non-essential spending. i

than going out than coming in. Even profitable
Negotiate better payment terms with suppliers. businesses can fail

« Business can pay bills « May struggle to pay bl + ” % they run out of

+ Caninvst and grow © Coudlexdo dex Il Use shortterm fnance (e, overdraft or loan)

cash!
« Buids cash reserves [l * Need to act quickly Review pricing and increase sales.

o PRACTICE QUESTIONS 2. Explain TWO benefits of preparing a cash flow forecast. @ KEY TERMS

1. A business has the following cash flow forecast for March: Mcsey Sominginto|
the business

Money going out of

Cash Inflows. 12,000 the business

Cash Outflows 9,500 Total inflows minus

total outfiows.

Net Cash Flow
| Opening Balance 4,000 J Identify TWO actions a business could take if it

The smaunt of cazh the
expects a cash shortfall next month.
2 Calculate the nt cash flow for March a e g o Opening Balance  business has at the

start of the period.
The amunt of cash the

Closing Balance  business has at the end
of the period.

b) Calculate the closing balance for March.

IN SEPTEMBER.

P ALL STUDENTS ARE EXPECTED TO BRING THIS
& COMPLETED BOOKLET TO THEIR FIRST LESSON PARK HALL SIXTH FORM
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KEY TOPIC:

UNDERSTANDING WHEN A BUSINESS STARTS TO MAKE PROFIT

0 KNOW IT o ACTIVITY 1: WORKED EXAMPLE o ACTIVITY 2: MARGIN OF SAFETY

WHAT IS BREAK-EVEN? Example Business A business has the followi
Use the information below to calculate the = =
break-even output. Actual Output (units sold)

PR P e
Lt - = & LW & &2 &) Break-Even Output (units) ‘

At this point the business is: Selling Price (per unit) | £25

Break-even is the point where:

+ Not making a profi : Varisble Cost orurit | £10 Calculate the Margin of Safety.

¥ Not making a loss Fixed Costs (total) | £15000

STEP 1: CALCULATE CONTRIBUTION PER UNIT

Contribution per unit = Selling Price — Variable Cost

TYPES OF COSTS RS0 LD

FXEDCOSTS | VARABLE COSTS

Stay the same Change as output
regardless of output. changes.

MARGIN OF SAFETY

Break-oven output = Fixed Costs + Contribution per unit

Examples: Examples: £15,000 = | £15 | = | 1,000 units |
«Rent +Raw materials
+Insurance. +Packaging

+ Manager +Production YOUR ANSWER

salaries costs Break-Even Output = __

KEY FORMULAS ACTIVITY 3: CHALLENGE -
WHICH BUSINESS IS SAFER?
'CONTRIBUTION PER UNIT

Selling Price  Variable Cost
HOW TO CALCULATE
Example:

£20 - £8
= £12 contribution

BUSINESS A BUSINESS B

BrealcEven Output BreskEven Output
MARGIN OF SAFETY = 1,000 units = 1,000 units

WHAT IS MARGIN OF SAFETY? Actual Sales Actual Sales

Margin of Safety shows how much sales. T praopiunt 7 2200l

can fall bofore the business reaches break-even.
BREAK-EVEN OUTPUT E ﬁ

Fixed Costs + Contribution Per Unit FORMULA
Margin of Safety QuEsTIONS
Segmle, = Actual Output — Break-Even Output
RS P .I p p © Calcuist the Margin ofSefotyfor BOTH businesss.

000 units vy Business A= Business 8 -
Actual Sales = 1,500 units @ Which business i in the safer position?
© useruL To know Break-Even Output = 1,000 units

+ Total Revenue = Selling Price  Quantity Margin of Safety

« Total Costs = Fixed Costs + Total Variable Costs 500 - 1,000 © Siigh
« Profitis made when Total Revenue is GREATER = 500 units
than Total Costs.

+ Lossis made when Total Revenue s LESS than
Total Costs

WHAT DOES THIS MEAN?
The business could lose sales of 500 units.
before making a los.

o STRETCH CHALLENGE Y KEY EXAM TIP W

g1 REDUCE thelpreok oyen Roint 1 can identify fixed and variable costs.

FIXED COSTS VARIABLE COSTS SELUNG PRICE
e mcnesse unnes . i 1 can clculate contribution per ui

Alarger Margin of Safety ) 1 can cakelate bresk-even output.

Explain how ONE factor above would affect the Brealc Even Pint, poens L OWER ELISIHESS K. 1 can calculate margin of safty.

1 can explain what margin of safety means.

Always show your working
and write your answer with
units (e.g. units or £).

I can use margin of safety to compare
businesses.

ALL STUDENTS ARE EXPECTED TO BRING THIS PARK HALL SIXTH FORM

LETED BOOKLET TO THEIR FIRST LESSON





