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1. Income Statement (Profit and Loss) 

2. Balance Sheet 

3. Aging A/R 

4. Cashflow 

5. Revenue by Customer 

6. Inventory Forecast 

7. COGS 
 
 
 

  



1. Income Statement (Profit and Loss) 
Download Template 

An income statement is often referred to as a “Profit and Loss Statement” (or P&L) and 
is just as vital for small businesses. As the name would imply, a P&L indicates a 

company’s profitability over a set period (usually the quarter or year) to assess whether 

it made or lost money. 

The objective for the P&L is to project upcoming sales and expenses to arrive at a net 

profit figure. 

Gross Profit – Total Operating Expenses = Net Profit 

It is important to note that this equation uses gross profit, which the profit from sales 
after cost of goods sold (COGS) is subtracted. COGS include things like raw materials, 

payroll taxes, and overhead costs like equipment repairs and utilities. 

Sales – COGS = Gross Profit1 

 

 

2. Balance Sheet 
Download Template 
 
A balance sheet (also known as a “statement of financial situation”) is the single most 
important financial report for a small business because it provides a snapshot of a 
company’s overall finances. 
On a balance sheet, liabilities and owner equity are combined to equal all assets. 

1 https://www.theaspteam.com/blog/the-7-most-important-financial-reports-for-small-businesses 

https://s3.amazonaws.com/mentoring.redesign/s3fs-public/Profit_and_Loss_Projection_1yr_March_2018.xls
https://s3.amazonaws.com/mentoring.redesign/s3fs-public/SCORE-OnDeck-Balance-Sheet-Projected.xlsx


 
Liabilities + Owner’s Equity = Assets 
 
Liabilities are comprised of short-term liabilities (like accounts payable and taxes) and 
long-term liabilities (like debt and personal loans) while owner’s equity includes startup 
capital and retained earnings. These figures on the left side of the equation balance 
assets on the right side, which are made up of both current assets (cash) and fixed 
assets (land, property, equipment, etc.). 
 
While a balance sheet is an essential report for any organization, it is especially vital for 
small businesses that need to closely track liabilities and assets. Despite not being 
forward-looking, a balance sheet provides an overview of a company’s entire financial 
position at a single moment in time, usually at month-end or quarter-end. 2 
 
 
 
  

2 https://www.theaspteam.com/blog/the-7-most-important-financial-reports-for-small-businesses 



3. Aging A/R 
Poorly managed accounts receivable (AR) is the leading cause of cash flow issues for 
small businesses, which is why it is crucial for companies to immediately identify 
delinquent accounts and slow-paying customers. Refusing ongoing service or additional 
shipment requests to these customers protects businesses from being taken advantage 
of to maintain financial interests.  
 
Categorizing AR by length of time overdue (1-30 days, 31-60 days, 61-90 days, 90+ 
days) is typically easy for businesses to do automatically within an existing accounting 
system. Setting this report up to run once a week helps companies take a proactive 
approach to managing the collections process.  
 
  



4. Cashflow 
Download Template 
 
Much like the P&L, a cash flow statement is concerned with a company’s profitability. 
However, the cash flow statement specifically looks at how much money is coming into 
and going out of the business at any given time to understand the effect daily operations 
have on the business’s overall financial position.  A cash flow statement should be 
prepared each month because inventory is purchased, and expenses are paid on a 
monthly basis.. 
 
Beginning Cash Balance + Cash Inflows – Cash Outflows = Ending Cash Balance 
 
The statement is made up of three types of cash flows – those from operations, 
investment opportunities, and bank loans or venture capital. 
 
  

https://s3.amazonaws.com/mentoring.redesign/s3fs-public/12-Month-Cash-Flow_0.xlsx


5. Revenue by Customer 
As its name implies, the Sales by Customer Summary report provides a breakdown of 
your revenue by customer. This report is useful for identifying your best customers from 
a sales perspective. It can also help you identify possible vulnerabilities. If a large 
percentage of your revenue comes from one customer, you might want to diversify your 
customer base. This ensures the loss of one customer won’t cripple your business.3 
 
  

3 
https://www.acecloudhosting.com/blog/quickbooks-enterprise-reports/#:~:text=Sales%20by%20Customer
%20Summary,help%20you%20identify%20possible%20vulnerabilities. 



6. Inventory Forecast 
Inventory forecasting is a method used to predict inventory levels for a future time 
period. It also helps keep track of sales and demand so you can better manage your 
purchase orders. It is a great inventory management tool that can increase your 
company’s revenue and decrease unnecessary costs. 
 
Here are some benefits to inventory forecasting for your business: 
 
Minimizes stockouts 
Stockouts mean lost sales revenue. Inventory forecasting helps you avoid this by 
accurately predicting future demand. With this information, you can better understand 
when to restock and how many units to order. 
 
Reduces inventory holding costs 
Inventory forecasting helps with overall inventory management. It helps with inventory 
storage space management because you buy only what you need and stock only those 
products instead of ordering too much. This in turn reduces the unwanted storage space 
and the costs incurred along with it. 
 
Reduces product waste 
Inventory forecasting reveals which items are not selling or which are selling slower. 
Based on this, you can plan to re-purpose these items or bundle them with better selling 
products. This frees up warehouse space and increases revenue. 
 
Inventory Forecasting Formula 
Inventory forecasting uses factors such as sales history and trends, average lead time, 
demand, reorder point, and safety stock to predict inventory levels. 
 
To use the inventory forecasting formula, we must do the following: 
 

1. Calculate lead time demand 
2. Measure sales trends 
3. Set the reorder point 
4. Calculate safety stock 

 
Calculating lead time demand 
Lead time is the amount of days it takes for your vendor to fulfill your order. To avoid a 
stockout, you need to predict the product demand during that time. This is called lead 



time demand. Without this calculation, you run the risk of going out of stock on items 
while you are waiting for new ones. 
 
Lead time demand = average lead time in days x average daily sales 
 
Lead time demand is calculated by multiplying average lead time in days with average 
daily sales. The average lead time can be calculated from the amount of time your 
vendor has taken to deliver the products in the past. Average daily units sold can be 
derived from the previous sales data by calculating the average amount of products 
being sold on a daily basis. 
 
Measuring sales trends 
A sales trend refers to the increase or decrease in sales over time. Businesses can 
specify which products to analyze over a set time period. Sales trends are classified into 
micro and macro. A micro trend focuses on a specific product and lasts a few weeks, 
while macro trends analyze a range of products over a larger time frame. Sales trends 
inform you about market conditions and your customers’ buying patterns so that you 
never encounter stockouts with popular or fast-selling products. 
 
Setting the reorder point 
A reorder point (ROP) is the specific level at which your stock needs to be replenished. 
In other words, it tells you when to place an order so you don’t run out of an item. A 
static ROP will not help when you’re forecasting. The ROP should be variable based on 
forecasted sales trends and should be adjusted during every sales season. 
 
ROP = (average daily sales x lead time) + safety stock.  
 
The ROP is calculated by multiplying your average daily sales with lead time and adding 
the result with safety stock. 
 
Calculating safety stock 
Safety stock is the extra quantity of a product that kept in storage to prevent stockouts. 
Having excess safety stock can lead to higher holding costs, and having insufficient 
safety stock results in lost sales. Safety stock serves as insurance against demand 
fluctuations. This has a couple benefits. Firstly, you save on shipping costs because 
don’t need vendors to expedite delivery. Secondly, you increase sales revenue by 
always having stock on hand for customers. Safety stock covers you until your next 
batch of ordered stock arrives. Using the following formula will help you calculate the 
optimal amount of safety stock for your business. 
 



Safety stock = (maximum daily sales x maximum lead time in days) – (average 
daily sales x average lead time in days) 
 
Safety stock is calculated by multiplying maximum daily usage (which is the maximum 
number of units sold in a single day) with the maximum lead time (which is the longest 
time it has taken the vendor to deliver the stock), then subtracting the product of 
average daily usage (which is the average number of units sold in a day) and average 
lead time (which is the average time taken by the vendor to deliver the stock).4 
 
  

4 
https://www.zoho.com/inventory/guides/inventory-forecasting.html#:~:text=Inventory%20forecasting%20is
%20a%20method,revenue%20and%20decrease%20unnecessary%20costs. 



7. COGS 
 
Cost of Goods Sold are also known as “cost of sales” or its acronym “COGS.” COGS 
refers to the cost of goods that are either manufactured or purchased and then sold. 
COGS count as a business expense and affect how much profit a company makes on 
its products, according to The Balance. 
 
Cost of goods sold is found on a business’s income statement, one of the top financial 
reports in accounting. An income statement reports income for a certain accounting 
period, such as a year, quarter or month. 
 
COGS is usually found on an income statement under the category “sales” or “income.”  
 
What Is Included in Cost of Good Sold? 
 
The items that make up costs of goods sold include: 
 

● Cost of items intended for resale 
● Cost of raw materials 
● Cost of parts used to make a product 
● Direct labor costs 
● Supplies used in either making or selling the product 
● Overhead costs, like utilities for the manufacturing site 
● Shipping or freight in costs 
● Indirect costs, like distribution or sales force costs 
● Container costs 

 
What Is the Cost of Goods Sold Formula? 
 
Cost of goods sold is calculated using the following formula: 
 
(Beginning Inventory + Cost of Goods) – Ending Inventory = Cost of Goods Sold 
 
The beginning inventory is the value of inventory at the beginning of the year, which is 
actually the end of the previous year. Cost of goods is the cost of any items bought or 
made over the course of the year. Ending inventory is the value of inventory at the end 
of the year.5 
 

5 https://www.freshbooks.com/hub/accounting/cost-of-goods-sold-cogs 


