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Sound Financial Management

5 year plan
Going Concern

Can we clearly see a path that takes us 
into future? 

Sustainable

ReservesCan we survive a significant hit?Shock Proof

BudgetAre we using our resources effectively 
to meet our Strategy? 

Efficient

Monthly Accounts / 
Risk Review

Do we ensure we manage risks and 
prevent losses

Controlled

We need to be able to forecast with confidence (not accuracy)

Risk to Going Concern of your Financial Structure
Income

Ex
pe

nd
itu

re

Uncertain
Source : Adapted from Sayer Vincent –
Reserves Policies Made Simple

FixedFlexible

Small

Large

Medium

Medium

Scale activity 
as income 
allows
Need rolling 
forecasts

Fix some of 
your costs 
with contracts 
to  match 
income 
certainty
Bold negotiation

Convert fixed 
costs to 
variable
Run a 
contractors and 
rentals model

Match fixed 
costs to 
duration of 
income 
certainty
Fix employee 
contract length

Certain



28/03/2023

Impact of Inflation

Time

£
Cost base

Income

• Rising operating costs
• Pay demands
• Energy increases
• Transportation increases

• Less disposable income
• Unindexed giving
• Reduced donations
• Better Charity shop footfall

• 3-5 Year plan
• Diversified income sources
• Variable (flexible) cost 

structure

ACTIONS

3-5 year plan in Excel
Three techniques:

Clever Engine
Allows the handling of multiple options/scenarios and permutations –
only one model

Building a dynamic model
‘Dynamic’ meaning that a change in any one assumption will always 
generate a valid answer.

Multiple scenarios
Explore multiple scenarios to understand the probability of failure –
assumptions are ranges not values



28/03/2023

The Flaw in Single Point Assumptions

Cricket
This afternoon we need 227 runs to win. 

Anything less is a failure.

Sales Target
Your bonus target is £100,000 for next quarter

Is £99,900 a failure and deserves no reward?

Inflation
Current UK inflation is 10.4%

What will it be next year? – A range is far more real than a value

Still not convinced? - What will legacy income be next year….

The Care Team Model
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Build your own

Best way is to have a go yourself

Need help? Just email me at:

John-tennent@corporateedge.co.uk

Questions
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