KEY ELEMENTS FOR TRANSITIONING AN INTERNAL TRAINING 

DEPARTMENT INTO A WORKING CAPITAL FUND (WCF) BUSINESS MODEL

1. Locked-down revenue estimates by product and service line. 

2. Locked-down direct expense estimates (i.e., those expenses directly attributable to delivering specific products or services). 

3. Locked-down product and service pricing. 

4. Locked-down indirect expense estimates including: 

· Business unit overhead expenses 

· G&A expenses assigned to each business unit 

· Marketing expenses to be incurred by each business unit 

· B&P (Bid & Proposal) expenses to be incurred by each business unit 

· Accrued expenses (such as depreciation, vacations, holidays, etc.) for each business unit 

5. Develop an overall Cash Flow Forecast by month for the first year of the entity's existence in the WCF, including: revenue received, accounts receivable, direct expenses, indirect expenses, allowance for depreciation, allowance for capital investment reserve, accounts payable. Determine when (or if) any cash shortfalls will occur and an appropriate contingency plan. 

6. Develop a monthly billing plan that will ensure all receivables are recorded and tracked. Determine if the lag in billing and receipt of revenue will pose a problem in meeting the Cash Flow Forecast for any particular month (i.e., determine seasonality of products and services and its associated affect on the entity's financial health). 

7. Determine, for an appropriate number of out-years (at least three), the relevant Cash Flow Forecasts, taking into consideration changes in salaries, inflation, known business realignments, etc. If the entity will not break even or show a profit by the end of the first year, determine when those milestones will be reached in the next three years. 

8. Determine how and when a cash reserve for future investments will be accumulated. 

9. Develop pro forma Balance Sheets for the first year and the next three years, showing what the entity will look like on the last day of its fiscal year in each instance. 

10. Develop a plan for implementing internal accounting and administrative controls that is compliant with generally accepted accounting principles. Note particularly how the control plan will deal with external influences over which the entity may have little, if any, direct control. 

11. Based on the first-year Cash Flow Forecast, determine the amount of money required to establish a transition fund ("corpus") that will provide the entity's liquidity for the first 30-45 days of its existence in the WCF. This money should equal the cash balance that is required for the entity to exist during any 30-day period, with a swing factor of plus 15 days. 

12. Develop a transition plan for the entity to enter the Fund and spend the corpus, including: the schedule which each of the entity's products or services will follow for entering the Fund; each product or service's associated financial requirements; and each product or service's projected date of profitability . 

13. Determine the amount of any "give-back" or redistribution of the entity’s original budget to its defined customer base. 

14. Determine the schedule which will be used to implement the give-back and whether it will be phased. 
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