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Financial Planning and Analysis


Financial planning and analysis for the home monitoring system is important in helping to guide the management of the funds and the development of the plans that guide the involvement of the community and the forecasting in making the long term plans for the organization. The need for the analysis is to ensure that there is the acquisition of the necessary materials and the environment in which the company operates. The importance of planning is to enhance the balancing of the realities for the company where there is observation of the necessary funds required to undertake the project. The success of the implementation of the project is to make sure that there is a projection of the expenses of the company and the revenues that the project gives. There is an analysis of the profitability and the options that the corporation should consider given the time constraints and the additional funding in the production process. 


The determination of the sources of funding is important in helping to understand the operation environment and the accounting for the different costs likely to arise. It ensures that there is focus on the demands of the market and the elimination of complexities in the systems that support the projects. The accounting for the different costs that the company incurs helps in making sure that there is a relation of the information and the enabling of the proximity of the company to the resources helping in the reduction of the expenses that the company incurs in the various units of production. It is important that there is budgeting on the expenses that the company is likely to incur as this helps in the estimation of the success of the project.

Projected Costs, Revenue Streams, and Net Present Value

The costs of the project are important in helping to analyze the profitability of the organization in the long run, and this entails looking at the price of the investment, maintenance, and operation and the lifecycle of the product (Raudla et al., 2015). The attribution of the costs is the continuous life of the project, and this means that there is the formulation of the different scenarios that require the management of the costs. The calculation of the costs is on a daily basis, and this helps in focusing on the different scenarios that encourage the production of the home monitoring system.

Projected Costs

	Component 
	Cost estimate

	Land
	117,000

	Procurement of materials
	30,000

	Office Equipment
	31,000

	Administration
	15,000

	Training 
	17,500

	Consulting
	4850

	Total
	215,350



The projection of the costs is important in helping to determine the revenues that the company is likely to incur from the process. There is focus on the profitability of the home monitoring system and the ability of the company to make an impact on the environment. The cost estimates help in guiding the initial amount that should be used in the investment and the need to focus on the different operational initiatives of the company. In the case, there is the determination of the revenues and the areas in which the company should improve its operational efficiency. The identification of the costs guides the initiation of the project phase, implementation and the enabling of the maintenance of the different points of the project.

Projected Revenues

	Component
	Revenue estimate

	Home monitoring system sales revenue
	212,000

	Connection fees
	40,000

	Maintenance Fees

	25,000

	Total
	277, 000



The total benefit of the home monitoring system is obtained through the deduction of the total revenues of the total costs, and this makes sure that there is understanding of the projections of the profitability of the investment. In the case, the projected net revenue is 61, 650 and this is important for the institution in determining the need for the implementation of the project and the period in which the project should be carried out. It guides the net present value calculation where there is focus on the net benefit of the project after the taxation aspect is introduced in the project. The profitability of the project is discounted at a particular rate, and this makes sure that there is an analysis of the need to implement the project and improve the performance of the project in the company. The demand for the home monitoring system enhances the performance of the organization where there is an improved number of sales and focusing on the changes taking place in the market.

Net Present Value 
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Ct = net cash inflow during the period t

Co = total initial investment costs

r = 10%, and

t = number of time periods (2)
NPV = 277, 000/(1+10%)^2- 215,350

NPV = 335,170-215,350= 119,820


The NPV of the project is positive, and this indicates that there are positive cash flows of the project as the revenues exceed the costs of the project. It means that the production of the home monitoring system is important in helping to ensure that there is focus on the management of the production process and the need to increase the familiarization of the product in the market.

Analysis


Budgeting is important in helping to enhance the different ways that the organization should spend its money. There is the determination of the important things that the organization should handle and the spending that encourages the profitability of the organization. With budgeting, there is the facilitation of the program to the end and making sure that there is tracking of the spending in the different departments involved in the production process.

	Category
	Budget

	Expected Unit Sales
	25,000

	Add: Desired Ending finished goods
	2, 200

	Less: Beginning units 
	(2,550)

	Required Units of the Home monitoring system
	24,650



The production budget is important in helping the organization to determine the amount that the company should produce given the initial cost outlay. In the case, the production budget is to ensure that there is the production of 24,650 and this assists in meeting the demand in the market and the enabling of the supply to enhance the security of the domestic and the commercial users. The production budget of the company guides the management on the breakeven point and the items that help in improving their performance in the market.

Assessment of Assets and Liabilities


Assets and liabilities are an important part of the financials of the company as they help in the generation of the profitability. They assist in the production of the final product, and this creates the value of the organization. It encourages the management of the cash inflows, and this is important in helping to manage the risks that the company faces. The complexities of the obligations that the company faces and the value of the assets are important in focusing on the long-term obligations of the company and the creation of a lasting relationship regarding the creation of strategies in the market. It is important that the structure of the market is considered and this improves the monitoring of the risks and the generation of cash flows for the company. 


Focusing on the changes taking place in the market, the need for the assessment of the assets and the liabilities is to ensure that there is the mitigation of the risks and meeting of the various obligations of the company (Barjaktarovic et al., 2016). It is important that there is the tactical approach of the assets and the liabilities as it helps in making sure that there is the establishment of the relationships with the clients regarding the improvement of the sales. It creates the need to understand the operating environment and the benefits that accrue to the company where the allocation of the assets is done efficiently. The intertwining of the assets and the liabilities ensures that there is focus on the obligations of the company in the production process and the lead in the establishment of the efficiency of the operations of the company.

Sources of Funding


The project source of funding is important as it ensures that there is the management of the production process and the guidance on the methods that helps the company to reduce its obligations towards the paying of the interest rates. The best source of funding in the case is the borrowing from the banks and this entails the organization of the company financials and the projections that assists in improving the case of borrowing. It is important that there is an analysis of the expenses that the company is likely to incur in the case as it assists in making a solid decision on the need to borrow from the investors or the bank (da Silva, Fortunato & Pereira Bastos, 2016). The borrowing from the investors is focused on the building of an equity funding, and this involves the analysis of the needs of the shareholders and their interests in the production of the home monitoring system.


The evaluation of the need for the debt encourages the company to focus on the profitability of the product in the new markets and the need to expand in other international markets. It guides the sourcing decision as there is focus on the value that the company gets in the long run. There is prospecting on the need for the funding and the ability of the company to pay back the amount over a given period (Harding, 2015). The funding from the different organizations makes sure that there is focus on the integrity of the company in repaying back the debts. It encourages the need to balance out the payments as the focus shifts towards the profitability of the business in the production process. 


The costs that the company should consider are the interest payments and the payback period as it determines the worth of the debt of the company in the generation of profit. It helps in focusing on the needs of the shareholders since a dividend has to be paid where the money is raised through equity funding. The income that the company generates at the financial year determines the dividend to be paid, and this encourages the need to support the credibility of the source of funding (Francesco, 2016).

Financial Reports

Sales forecast

	
	Year 1
	Year 2
	Year 3
	Year 4

	Unit Sales

Home monitoring System
	2120
	2150
	2300
	2350

	Unit Prices

Home monitoring System


	$ 100
	$ 100
	$ 100
	$ 100

	Sales 
	212,000
	215,000
	230,000
	235,000



The sales forecast is important in helping to determine the units that the company is likely to sale given the quantity produced and the estimated prices of each home monitoring system. As estimated, the sales of the company are projected to increase over the years, and this is determined by the growing demand in the market.


Cash Flow Statement


The cash flow statement is important in showing the flows of the company and the potential that the business has in growing in the different markets. There is focus on the potential of the company to grow and expand, and this creates confidence to the investors on the operation of the business and the consolidation of their investments. The classification of the cash flows is to ensure that there is understanding of the different aspects of the operation of the company and the inclusion of the future activities in the organization.

Cash flow statement

	Cash Flow From Operations
	

	Net Earnings
	212,000

	Add:

Depreciation

Decrease in Accounts Receivable

Increase in Accounts Payable

Increase in Taxes Payable
	10,000

15,000

15,000

2,500

	Deduct

Increase in inventory
	(25,000)

	Net Cash from Operations
	229,000

	Cash flow from investing

Equipment
	(100000)

	Cash Flow From Financing

Notes Payable 
	12,000

	Cash Flow for the Year
	117,500



The cash flow for the company is positive, and this shows that the firm can meet the costs of its operations. The need for the cash flow is to determine the cash operations and the ability of the company to meet its obligations. 

Income Projections

	Component
	

	Revenues
	277,000

	Cost of goods sold
	100,000

	Gross profit
	112.000

	Less Expenses

Administrative expenses

Commissions


	(15,000)

(25,000)

	Gross Profit
	72,000



The income projection is important in the determination of the value of the operations of the organization and the profitability that the company makes where there is an improvement in the sales of the home monitoring system. The projection shows that the company is in profitability and this encourages the need to commit to the project.

Conclusion


Financial planning and analysis is important for the organization as it helps in determining the need for the home monitoring system production and the determination of the demand in the market. There is focus on the analysis of the various aspects of the production process and the need to embrace the changes taking place in the environment. The need for forecasting of the sales, income and the expenses of the company is to determine the profitability in the long run and the maintenance of the objectives of the company to meet the needs of the shareholders and the consumers in the market.

References
Barjaktarovic, L., Djulic, K., Pindzo, R., & Vjetrov, A. (2016). Analysis of the Capital 
Budgeting Practices: Serbian Case. Management (1820-0222), (79), 47-52. 
doi:10.7595/management.fon.2016.0009

Da Silva, J. R., Fortunato, G., & Pereira Bastos, S. A. (2016). Operating cost budgeting methods: 
quantitative methods to improve the process. Production / Produção, 26(4), 675. 
doi:10.1590/0103-6513.201415

Francesco, M. D. (2016). Rules and Flexibility in Public Budgeting: The Case of Budget 
Modernisation in Australia. Australian Journal Of Public Administration, 75(2), 236-248. 
doi:10.1111/1467-8500.12156

Harding, L. (2015). Budgeting for the Real Costs of International Expansion. Financial 
Executive, 31(2), 24-28.

Raudla, R., Karo, E., Valdmaa, K., & Kattel, R. (2015). Implications of project-based funding of
research on budgeting and financial management in public universities. Higher 
Education, 70(6), 957-971.

