
Unit 1: Financial planning and analysis
1.1. Business planning 

Key Terms:
Business Plans
Stakeholders
Running Costs 
Profit
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1.2. Legal structures of business  

Key Terms:
Sole Trader
Business Partnership 
Limited Company (Ltd)
Public Limited Company 
(PLC)
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1.3. Financing the enterprise

Key Terms:
Running Costs 
Cash Inflow
Cash Outflow 
Internal source of finance
External source of finance
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2.1. Cost & revenue 

Key Terms:
Variable costs
Fixed costs
Semi-variable costs
Units
Sales revenue
Profit 
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2.2. Making a profit or surplus

Key Terms:
Profit
Revenue
Loss
Surplus
Deficit
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2.3. Break-even 

Key Terms:
Break even point
Fixed costs
Variable costs
Profit
Loss
Margin of safety 

Break-even is the point at 
which revenue and total 

costs are the same, meaning 
the business is making 

neither a profit nor a loss.
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2.4. Cash-flow 
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3.1. Budgets

Key Definitions:
Budget: A target amount of money set by a business 
to be achieved (sales) or adhered to (expenditure) in a 
specific period of time. 

Income budgets: A target amount of money to be 
received from sales in a given period of time. 

Expenditure budgets: A target amount of money a 
business or function is permitted to spend in a given 
period of time.
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3.2. Using break-even 
Key Definitions:
Break-even analysis: A numerical technique used by 
businesses to identify the number of units necessary to 
achieve an equilibrium where total costs=total revenue. 

Contribution analysis: The process of investigating the 
effect of changes in selling price and variable costs on 
the break-even level of output. 

Total contribution: The total amount of money 
contributed first towards fixed costs and then profit 
from all goods and services sold. 
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3.3. Interpreting financial information
Key Definitions:
Income statement: A formal financial document that 
summarises a business’ trading activities and expenses to 
show whether the business has made a profit or a loss in a 
given period. 

Statement of financial position (balance sheets): A formal 
financial document that summarises the net worth of a 
business at a given point in time.

Key Term:
Gross profit 
Operating profit 
Assets
Liabilities 
Working Capital 
Equity



Unit 1: Financial planning and analysis
4.1. Interpreting financial ratios

Key Term:
Gross profit margin
Operating profit 
ROCE
Current ratio
Acid-test ratio
Gearing     
Inventory
Trade receivables
Trade payables
Asset turnover



Unit 1: Financial planning and analysis
4.1. Market Information
Key Definitions:

Market information: 
Quantitative information 
about features and trends 
within a given market.

Market trends: Identifiable 
patterns in business and 
consumer behaviour as they 
change over time.

Market research: The process 
of gathering and analysing 
primary or secondary research 
in order to inform  decision 
making. 

Key Terms:
Market share
Market size
Industry research
Market growth
Published accounts
Scientific & Intuition 
decision making 
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4.2. Stakeholder perspectives
Key Definitions:

Stakeholders perspectives: The requirements, views 
and aims of each individual or group that is affected 
by the actions of a business.

Stakeholders: Anyone with an interest in the actions 
of a business.


