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LISTEN & INTERACT
DON’T FOCUS ON TAKE NOTES!
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Within a few days after the webinar, you will receive
• A link to the recording of the webinar

• A copy of the slides in the PowerPoint

• Blanks of all fillable PDFs we review today

• PDFs containing the example data
• For that reason, I might at times go through the example data 

rather quickly.



OVERVIEW OF TODAY’S WEBINAR
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After participating in today’s webinar, each participant will 
have a clearer understanding of: 
• Where to begin when building financial projections

• How to estimate revenue when the business does not yet have historical data

• How to distinguish direct costs from operating expenses

• How to build assumptions that can be explained to lenders, investors, and 
other stakeholders

• How projections can be used as an ongoing decision-making tool—not just a 
requirement for funding

• How AI can assist with research, assumptions, and the forecasting process



MEET 
MAIN STREET 
BAKERY
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OUR CONTINUING EXAMPLE
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The scenario
• Alex Morgan plans to open a small Oshkosh bakery in April 2027. 
• The bakery will offer:

• pastries/coffee sold at the counter
• custom cakes
• weekly wholesale supply to local cafés. 

• The owner is the main baker. 
• A part-time counter assistant joins in July. 
• Wholesale invoices are expected to be paid after 30 days, while counter 

sales are immediate 

KEY TAKEAWAY

CASH INFLOWS OFTEN LAG 
BEHIND THE SALE!



THE BAKERY STORY…..
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• At first, everything looks promising. Customers gradually discover the 
bakery, sales increase, and the business works toward a normal operating 
month.

• But there's a wrinkle: the owner wants to withdraw $2,500 per month, 
and the bakery also needs to make loan payments.

• Can the bakery support both? That's the question we'll gradually uncover 
through the forecast.



BUT LET’S 
START AT 
THE 
BEGINNING
…
AND THEN 
CREATE A 
PROCESS
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WHAT MAKES A FORECAST DEFENSIBLE?
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Three simple principles: 

1. Explainable assumptions lead to → 

2. Calculated financial results lead to → 

3. Decisions you can make and strategies you can build!!

KEY TAKEAWAY

ALWAYS KEEP IN MIND YOUR CONFIDENCE LABELS:

• Known
• Estimated
• Need to Research 

Cost of a building to purchase

Quantity you will sell

Sale prices for similar establishments



THE EIGHT BUILDING BLOCKS
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Fillable 

PDFs & 

&

Introduction 

to AI Skill!



THE EIGHT BUILDING BLOCKS

11



12



13

Key Takeaway: 

Customer demand and market research give us a foundation for our 

revenue assumptions.



THE EIGHT BUILDING BLOCKS
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BUILDING 
THE 

REVENUE 
FORECAST
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A FULL MONTH ISN'T THE FIRST MONTH

The business 

gradually builds 

sales, 

wholesale accounts 

aren't active 

immediately, and 

it takes time to 

reach full customer 

volume.

KEY TAKEAWAY

DON’T EXPECT TO START 
AT 100% CAPACITY.  

BUILD IN A RAMP UP 
PERIOD
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HOW CONFIDENT ARE WE IN THOSE NUMBERS?
Supporting actionConfidenceAssumption

Compare competing 

bakery prices
Estimate

$6 average counter 

purchase

Evaluate traffic and 

capacity
Need to research

600 monthly 

transactions

Compare local 

custom cake pricing
Estimate$65 specialty cakes

Compare competing 

bakery & Cafe prices
Estimate$4 coffee/beverages



THE EIGHT BUILDING BLOCKS
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UNDERSTANDING 
THE COSTS



DIRECT COSTS VERSUS OPERATING COSTS
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• The main difference comes down to production versus 
running the business.
• Direct Costs are expenses directly tied to making a product or 

delivering a service. If you don't make a sale or produce an 
item, you don't incur these costs.

• Operating Costs are the expenses required just to keep your 
business open and running day-to-day, regardless of your sales 
volume.
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If Alex sells more muffins, the bakery needs more flour, eggs, 
blueberries, and packaging. 

Those costs are directly related to producing what the business 
sells.

DIRECT COSTS FOR OUR BAKERY

Key Takeaway:  

Pricing Your Products 

Knowing your direct costs helps you calculate your Gross 

Profit Margin. 

If it costs you $5 in direct materials and labor to make a 

product, you know you must price it well above $5 just to 

cover production before even thinking about overhead.
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OPERATING 
COSTS:
WHAT DOES IT 
COST TO KEEP THE 
DOORS OPEN
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KEY TAKEAWAY

These expenses generally 

continue even if the bakery has a 

slow month
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DIRECT OR OPERATING?
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How would you classify:

• the paper box for a custom cake?
• Direct Costs

• Sprinkles, Salt, and Yeast for baking?
• Operating

•Why!!!! 
• Discuss materiality



MATERIALITY
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• The Reality: Technically, the salt, vanilla extract, yeast, and rainbow 
sprinkles used on a cupcake are direct costs because they physically 
end up in the final product.

• The Materiality Twist: To be 100% accurate, a baker would have to 
measure fractions of a penny worth of sprinkles for every individual 
cupcake. Tracking this is a waste of valuable time.

Key Takeaway:  

Because the cost is immaterial, the bakery treats 

these tiny ingredients as general kitchen/operating 

supplies rather than trying to perfectly trace them 

to individual unit costs.



STARTUP 
AND 
STAFFING
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STARTUP COSTS
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• Start-up costs are the one-time expenses a business incurs to get 
up and running before it opens its doors and brings in its first 
dollar of revenue.

• Think of them as the "launch costs" required to transition a 
business from an idea into an active operation.

Key Takeaway:  

• If you have to pay for it before you 

officially open for business, 

• it is a start-up cost.
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OWNER COMPENSATION, STAFFING
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OWNER COMPENSATION, STAFFING

Key Takeaway:  

• It is unlikely that an owner will take out 

any money at the very start of the 

business
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OWNER COMPENSATION, STAFFING

Why is this 

important?
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OWNER COMPENSATION, STAFFING

Key Takeaway:  

• Employer payroll taxes will as much as 10% 

on top of the hourly wage or salary paid



FUNDING
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FUNDING
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FUNDING
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DEMONSTRATING THE AI SKILL AND 
EXAMINING PROJECTED RESULTS

45

•You have all the information…. Now let’s plug it 
into the skill
• Upload PDFs
• Copy & paste answers
• Answer without PDFs

Key Takeaway:  

• Blank fillable PDFs + the example 

PDFs will be provided after the 

webinar along with this slide deck.

• Contact our AI Clinic for assistance 

with using the AI Skill 
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https://business.wisconsin.edu/initiatives/sbaic/

FOR IMMEDIATE FREE 1-ON-1 ASSISTANCE:
Jacques Tulowitzky

Groundwork Business Consulting

jacques.tulowitzky@groundworkbus

iness.com

Google Meet video conferencing

Book a time



There will also be 
time for 

questions while 
Claude is 
‘thinking’

LET’S PROCESS!!


