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The contents of this document are based on AIFA’s current understanding of the requirements from the Retail Distribution Review 2009. Until the consultation process is completed and the regulations are finalised it is possible that some elements may change. We will advise you by e-mail of any significant changes that might impact on your RDR business transition plans. The modules are intended as guidance and do not constitute any form of advice or recommendation.

Please refer to AIFA’s ‘Latest RDR Thinking’ document for the most up-to-date assessment of the impact of RDR proposals.
1. Introduction

It is fundamentally important for any business-owner to understand the financial implications of any transition programme under consideration. The AIFA FF>>WD Business Modeller software will enable you to create a financial model for your business. It will clarify for you how the changes you are considering impact your business’s cash-flow, profitability and even staffing considerations. 

You will need to complete Module 3: Client Segmentation, Module 4: Client Proposition and Module 5: Pricing the Proposition before you can work through this module. Once you have completed them, you will have sufficient information to develop a financial model of your business as it could look post-transition. You will be able to compare this with a model based on your current ‘business-as-usual’ set-up.

The aim of this module is help you test your thinking before you make final decisions regarding the scope and detail of the transition programme you implement. You can create different scenarios and test whether they make sense financially given your current resources and, if not, what changes would be necessary to support your ambitions. You will also see forecasts for how the value of your business changes with each scenario. 

Benefits of the Financial Model

It helps you to:

· Create and test different scenarios for the way your future business may operate.

· Understand the financial implications of the changes you are considering.

· Plan the resource requirements needed to support your new business model.

· Decide on the post-transition business model that makes most sense for you and your firm.

Things you’ll need to do:

1: PLANNING

Generally, the roots for successful business practices and processes lie deep in the planning. The same is true of developing a financial model. 

· Read this FF>>WD Guide to developing a financial model for your business. 

· Decide who in your firm is best suited to lead the financial modelling process.

· Decide who in your firm will contribute to this process.

· Decide if you need any external support – meeting facilitator, complementary professionals.

· Compile and publish an agenda to all contributors.

· Decide on the date for a provisional meeting to start the process.

· Publish an Activity Schedule for all future work and meetings.

2: IMPLEMENTATION

Use this guide to help you as you follow the recommended stages:

· Download and save the Financial Model Workbook which collects together the information you need from the work you have already completed in Modules 3, 4 and 5.

· Have available the Time Cost Analysis Workbook you worked through in Module 5. It provides many of the figures you need to input into the FF>>WD Business Modeller.

· Enter basic key information about your business as it is into the FF>>WD Business Modeller, which you access on the Internet by logging into AIFA>>FFWD. The modeller uses this data to create a picture of your firm called the Current Model. 

· Input information from the workbooks and any additional inputs required into the FF>>WD Business Modeller to create a Future Model for your business.

· The FF>>WD Business Modeller projects forward the financial metrics of both models for the next three years and creates charts so you can compare the Current and Future Models visually. 

· The ‘What-if’ analysis in the FF>>WD Business Modeller allows you to change certain variables to create alternative versions of your Future Model scenario. 

· You compare the financial metrics in the alternative scenarios and finalise the Future Model for your business that best matches your ambitions.

· You consider the impact of this on your resource planning and the work you have already done in Modules 3, 4 and 5. You may need to go back and update these modules so they are consistent with your revised Future Model. 

3: PROGRESS LOG

When you’ve completed Module 6: Financial Model, update your FF>>WD Wizard. It will suggest the next module you should complete.

How long will this module take?

This is dependent on a number of factors:

· The size of your firm.

· The availability and experience of those contributing to the process.

· The scope of your business transition ambitions.

· Whether you feel it more realistic scheduling by weeks i.e. start week 1 etc., or by defined dates i.e. start 1st November 2009 etc.

The timetable below contains the key tasks we suggest you complete as part of Financial Modelling. You may find it useful to develop a top line schedule. 

	Task
	How long?
	Start
	Finish

	1. Agree the team, who will complete the FF>>WD Business Modeller and take responsibility for sign off.
	
	
	

	2. Use the Financial Model Workbook to collect together the information required to create the Future Model
	
	
	

	3. Use the FF>>WD Business Modeller to create current and future models for your business and conduct the initial comparison.
	
	
	

	4. Test sensitivities and assumptions using the ‘What-if’ analysis and ensure that resource planning is appropriate for each scenario.
	
	
	

	4. Decide which Future Model best matches your ambitions for the business in terms of size, profitability and value.
	
	
	

	5. Update Module 3: Client Segmentation, Module 4: Client Proposition and Module 5: Pricing the Proposition to reflect the changes since the original inputting.  
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 TIP. Before you start entering any information into the FF>>WD Business Modeller check that you’ve collected together everything that you need.  By completing the Model 5 Time Cost Analysis Workbook and the Module 6 Financial Module Workbook you’ll find that you’re fully prepared when you start making use of the Business Modeller. 

WEB BROWSERS

If you experience problems starting the FF>>WD Business Modeller it may be because your web browser is blocking popup windows. To prevent this happening, follow the instructions below according to your web browser.

Internet Explorer

Internet Explorer will display a warning at the top of the page that says “Pop-up blocked. To see this pop-up or additional options click here …”. Click anywhere in the warning message and a dropdown menu appears. Select “Always Allow Pop-ups from This Site …” and then click Yes. Now try again.

Firefox

Firefox will display a warning at the top of the page that says “Firefox prevented this site from opening a pop-up window”. On the right hand side is a Preferences button that shows a dropdown menu when clicked. Select “Allow pop-ups for… ” and then try again. 

Safari
Assuming you are working on a Mac, go to the Safari menu at the top of your screen and select “Preferences…” from the Menu. Now select the Security tab on the Preferences window that is displayed. Untick the setting “Block pop-up windows”, close the Preferences window and then try again.

2. Data required for your Financial Model

Data Sources

The data that you require to complete your Financial Model will be accessed from the following sources:

· Time Cost Analysis Workbook; you will have completed this within Module 5: Pricing the Proposition.

· Module 6: Financial Model Workbook; we suggest that you complete this Workbook before starting to enter data into the FFWD Business Modeller.
· Additional Information; you will need to access some information required for the Business Modeller (e.g. your current financial position) from other sources within your business such as your accounting records.

Completing the Financial Model Workbook

Download and save the Financial Model Workbook and use it to collate the information it asks for about your plans for segmentation, your proposition and its pricing.  The Financial Model Workbook contains three worksheets: Segments, Inputs and Results.

· Segments: The first worksheet (with the tab ‘Segments’) requires you to:

· Define up to three client segments [FIELD 1] that your firm intends to divide the client base into as transition progresses. (N.B. The FF>>WD Business Modeller allows for a maximum of three segments.) This uses the outputs of your work in Module 3: Client Segmentation.

· Input an Overview of your firm’s Future Proposition [FIELD 2]. This uses outputs from your work in Module 4: Client Proposition.

· Insert details of the Segment and Proposition Pricing [FIELD 3] you intend to transition to following your work in Module 5: Pricing the Proposition.
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 TIP. If you have followed the FF>>WD Process and completed the Module 5: Time Cost Analysis Workbook, you will find the figures for Segmentation and Proposition Pricing in the spreadsheets dedicated to each segment.
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·  Inputs: The second worksheet (with the tab ‘Inputs’) requires you to input:

· The number of active clients [FIELD 1] you have currently. 

· The percentage of clients [FIELD 2] that will fall into each of the segments were the segment definitions applied today. The number fields to the right of the inputs will adjust automatically and should total your client base.

· The Total Funds Under Advice [FIELD 3] managed by your firm today. 

· The division of the Funds Under Advice divided between the segments [FIELD 4]. The number fields to the right of the inputs will adjust automatically and should match your total Funds Under Advice.

· The Current and Future Segment Mix [FIELD 5 – 8] over the next three years by entering the number of clients you expect to have in each segment in each of the next three years based on the assumptions you have already made.

· The Current Mix of your Business [FIELD 9] between pensions / investments / protection

· The Current Income of your Business [FIELD 10] split between Initial / One-off and Recurring

· The split of your Current Income by Segment [Fields 13 and 14]
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· Results: The final worksheet (with the tab ‘Results’) shows the results of your inputs on the previous worksheets. You should have this to hand as it gives the precise numbers to enter when you reach the Service Proposition Adviser Charge section of the FF>>WD Business Modeller.
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Additional Information 

If you have completed the Module 5: Time Cost Analysis Workbook and the Module 6: Financial Model Workbook you will now have most of the information that you require to start entering data into the FF>>WD Business Modeller. However, you will also need the following information about your current business. You can record this in the Additional Information tab in the Financial Model Workbook:

· Business mix

· Current cash in the bank

· Total current annual income

· Percentage of current income that is renewal based

· Total annual costs (including staff remuneration)

· As you collate this information you can store it in the Additional Information tab within the Financial Model Workbook.

3. Creating your financial model

Overview.

You will work through three stages to develop your Financial Model:

· Stage 1 Welcome and setup: a single screen asks you to input the key metrics that define your firm.

· Stage 2 Client segmentation: you have the option to define up to three segments.

· Stage 3 ‘What-if’ analysis: apply your Client Proposition and then create different scenarios.

· You will be able to produce a pdf report for each ‘What-if’ scenario allowing you to store and print your inputs, assumptions and outputs.

The information you have entered into the FF>>WD Business Modeller will be retained for a minimum of 180 days.  If you return to the modeller within the 180 days and make any amendments, the latest version of your financial model will be retained for a further 180 days and so on.  

At any time within the 180 days you can create a printed report of your Financial Model by clicking on the REPORT button at the bottom of the screen.  If you do not access your financial modeller within FF>>WD Business Modeller for 180 days, it may be deleted and all information will need to be re-entered.

Key metrics of your current business

First login to AIFA FF>>WD and click Module 6: Financial Model on the ‘Where do you want to be?’ page. This will open a new window with the Welcome and setup screen of the FF>>WD Business Modeller as shown here:
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· Enter the name of your firm. This will be used in a printable report that will be available later.

· Enter the number of staff in each of the three roles: advisers, paraplanners and administrators and the average of the gross annual remuneration in each role. Then for each role the overall percentage of their working time that is charged to clients for advice-related activity.
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 TIP. If you have followed the FF>>WD Process and completed the Module 5: Time Cost Analysis Workbook, you will find the above figures in the Calculate Hourly Rate spreadsheet.  For ‘Ave Remuneration’ you should use the figures shown in FIELD 13: ‘Average Employment Cost.  For ‘% of Time Charged for Advice’ you should use the figures shown in FIELD 14: Average advice hours utilised’.

· Enter the total number of clients in the firm followed by the total funds under management for the firm as a whole. ‘Funds under management’ refers to your clients’ pensions and investment assets you are advising on and which can generate trail commissions. They are also commonly referred to as ‘funds under advice’ or ‘assets under management’. 

[image: image8.png]


 TIP. If you have followed the FF>>WD Process and completed the Financial Model Workbook, you will find the figures for number of clients and funds under management in the ‘Inputs’ spreadsheet in FIELD 1 and 3.  The workbook automatically calculates the funds under management per client.

· Enter the approximate business mix in the firm split between Investments, Pensions and Protection. This should be based on the proportion of the income derived from each class of business. The total must be 100%.

· The figures for Finances should be entered using approximations based on the firm’s last year’s Profit & Loss accounts. Current cash in the bank should not include any Capital Adequacy amount which is set aside and ring-fenced. Total Annual Income is the gross income from all sources, i.e. commissions, fees, referrals etc. Enter the proportion of income which is recurring from trail and renewal commissions. The Total Annual Costs should be the total of all the costs of the firm including the staff payroll costs shown in the staff panel. The workbook automatically calculates the Gross Annual Profit (income less costs). It also calculates the Net Annual Profit.

· When you are ready to proceed to the next section, click the NEXT button at the bottom of the screen.

Client segmentation

The FF>>WD Business Modeller has now used the key metrics entered in Stage 1 to create a financial model of your firm. This is called the Current Model. It has also created a separate copy of this financial model and named it Future Model. From now on any inputs you make will be applied to the Future Model. This means that you will be able to compare the two models in the ‘What-if’ analysis.

Module 3: Client Segmentation described the benefits of segmenting your clients and the process for doing it. This stage of the modelling process takes your segmentation work and applies it to the Future Model.

· Firstly, enter how many clients segments you would like to model. NB You can enter a maximum of three segments.
[image: image9.png]suporeaty Skandia s

Powored By

-5 CBOXX

FFYWD

Client Segmentation
A Financial Model has been seup for your business. n this step can define up to three Client Segments that will be abelled A, B and C in the model.
Picase refer o Module 03 Chent Seqmentation for Guidance.

How many Client Segments would you like to Model? © No Segmentation

3 Segments





· The rest of the screen now appears configured according to your selection. If you chose ‘No segmentation’ because you do not intend to segment your client base, click on the NEXT button at the bottom of the screen to proceed straight to the ‘What-if’ analysis.

If you chose 2 or 3 segments, the ‘Segment Your Clients’ panel is displayed. You use this to define your client segments.
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You configure the segments by using the sliders. As they move, the bar charts at the bottom of the screen automatically change to reflect your input.

· Use the three sliders to configure the client segment metrics according to the segmentation decisions you made by following Module 3: Client Segmentation.
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 TIP. If you have followed the AIFA FF>>WD process and have completed the Financial Model Workbook, the Results worksheet gives you the precise percentages you should use to set the total clients [FIELD 2] and total funds under management [FIELD 10] sliders. 

· Input the percentage of clients in each segment from the Financial Model Workbook ‘Results’ tab – [FIELD 2]. This updates the charts showing: number of clients in each segment, average annual income per client in each segment, and average funds under management per client in each segment.

· Input the percentage of funds under management allocated to each segment from the Financial Model Workbook ‘Results’ tab – [FIELD 10]. This updates the charts showing: funds under management in each segment and average funds under management per client in each segment.

· Input the percentage of income produced in each segment from the Financial Model Workbook ‘Results’ tab – [FIELD 16]. This updates the charts showing: annual income per segment and average annual income per client in each segment. The figures shown are based on the information you have provided for your current business model.  At this stage you can choose to use these figures or can over-ride them if you feel able to accurately project your ‘year 1’ income split by your future segments.
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 TIP. Module 3 describes how you could use the high generation of referrals as a parameter in defining a segment. This financial model defines clients purely with reference to their wealth and income. In the next stage, the ‘What-if’ analysis allows you to reflect the effect of a high propensity to give referrals by increasing the growth in new clients.  

When you are ready to proceed to the ‘What-if’ analysis, click the NEXT button at the bottom of the screen. 

What-if analysis

The FF>>WD Business Modeller has enabled you to build two models of your business. The first is the Current Business Model. You could think of this as your ‘business-as-usual model’. The second is the model created using the inputs based on your plans, if any, to segment your client base. This is your Future Business Model. You could think of this as your ‘RDR transition model’.

Both models have been projected ahead for the next three years using underlying assumptions some of which you could change using the ‘Options’ panel. (See page 22.)

Your next step may be to change more variables in the Future Model, including adding in the definitions of your service propositions and pricing that you have collated in the Financial Model Workbook.

However, now may be a good time to familiarise yourself with the Analysis Charts that you use to compare the ‘Current’ and ‘Future’ scenarios. At this stage your Future Model is not different to your current model. This is because you have not yet entered details of your Client Proposition and the rate at which you intend to transition to the new model.

Analysis charts.

You can examine the results of the ‘What-if’ analysis by selecting from a series of charts shown along the middle bar on the analysis screen:
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· Annual net profit: Compares the projected annual net profit. The gross profit is calculated by deducting the projected business and staff costs from the projected income. The Workbook automatically calculates Corporation Tax and deducts it from the Gross Profit to reach Annual Net Profit.
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· Recurring income: Compares the projected percentage of recurring income. Recurring income is classed as the sum of all fund-based renewal commission (trail), premium renewal commission and adviser-charge income for ongoing service.
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· Funds under management: compares the total funds under management. It takes into account the total funds managed now, the underlying market growth assumptions and estimated new business income according to your business mix. 
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· Cash-flow: compares projected monthly cash-flow. It assumes all profits are kept in the business, i.e. not drawn as dividends etc. A cash-flow impact line illustrates the difference between the current and future models (future cash-flow less current cash-flow). It could be useful for examining:

· Potential Funding Gap. If the line falls below zero it shows that cash will need to be injected into the business at this point to support the transition plan.

· Breakeven Point. If the line starts off in the negative, where it crosses the zero point into positive is the point in time where cashflow under the Future Model is level with cashflow under the ‘business as usual’ model.
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· Business value: compares the projected business value of the firm based on a multiple of Recurring Income which is set at a default in the Workbook but which you can change.
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· Client profit: compares a projection of the gross profitability of an average client in each client segment of the Future Model. Each client generates an average annual income from which the average projected business and staff costs allocated to each client in that segments are deducted.
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· Capacity: illustrates the impact your Future Model will have on the staff’s capacity to support it over the next three years. It can help you plan your resources because:

· If the Advice Timeline (red symbols) or Admin Timeline (blue symbols) remain inside the green Tolerance Zone, the business transition is supportable and no changes need to be made to the staff capacity.
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· If they move above the Tolerance Zone, the change is not supportable and you should consider reducing the clients or altering the Advice or Admin times in your Service Proposition.
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· If they move below the Tolerance Zone, the change is supportable but you have the opportunity to create more profit with the same staff capacity by taking on more clients.
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 TIP. If you hover the pointer over any zone in the Staff Capacity chart, the information panel on the right will dynamically tell you how many staff you would need at that time to support your clients.  
Now that you have taken a look at the comparison charts you have the opportunity of taking the comparison further by entering the details of your Client Proposition. 

Defining your client proposition.

You defined the client segments that you have applied to your future model on the segmentation screen and briefly reviewed the comparison charts. You now need to enter your Client Proposition for each segment. After this, you will decide how quickly to transition the clients in each segment to your new Client Proposition. After you have entered this information you will be in a position to review the ‘What-if’ analysis charts and see the effects of your transition plan on the key metrics in your business.   

· Segment Tab: this is found towards the middle of the screen. Click on it for the segment you need to access to input data.  
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The Client Proposition fields you need to access are on the left hand side of the screen.
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 TIP. If you have followed the AIFA FF>>WD process you will have completed the Module 5: Time Cost analysis.  The Average Hourly Advice Rate can be found in FIELD 8 of the worksheet Pricing Advice process. There are three versions of this named Seg 1, Seg 2 and Seg 3 so that you can price a different advice process for up to three segments.    

· Average advice time per client: enter the average number of hours of advice an active client in this segment will receive in a year. (See Time Cost Analysis Workbook ‘Price Advice Process – FIELD 1 – Total).
· Average administration time per client: is the average number of hours of administration a client in this segment will receive in a year. The system defaults to a sensible figure for this but you are free to change it. The information you put together in the Financial Model Workbook will help you calculate this figure using the information in the Overview of Proposition section contained in the ‘Segments’ tab.
· Average hourly advice rate: is the adviser charge or fee rate averaged across all the staff roles involved in delivering the advice. (See Time Cost Analysis Workbook ‘Price Advice Process – FIELD 8).
· % Funds under advice: is the annual percentage charge of the funds under management that you will charge for providing Ongoing Service in this segment. Enter ‘0.0’ if you do not intend making this charge in this segment. If you completed the Financial Model Workbook you will find this figure under Segment and Proposition Pricing in the Segments tab.
· Monthly retainer: is the regular monthly fee you will charge clients in this segment for providing ongoing service. Enter ‘0.00’ if you do not intend to charge a retainer in this segment. If you completed the Financial Model Workbook you will find this figure in under Segment and Proposition Pricing in the Segments tab.

· Once you have defined the intended Client Proposition for each segment click the APPLY button at the bottom of the screen to review the results. You can return to and change the Segment Service Proposition at any time.

Transitioning to the future model.

· At this stage your Future Model still shows no change to the Current Model. This is because you still have to enter the rate at which you will transition the clients over to the new Service Proposition charges.

· Segment Tab: as before, click on it for the segment you need to access to input data.
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The transition fields you need to access are towards the right hand side of the screen.

· No. of clients: is the total number of clients in the segment now and at the end of years 1,2 and 3 respectively.
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 TIP. If you have followed the AIFA FF>>WD process and have completed the Financial Model Workbook, the Results worksheet (FIELDS 2, 3 and 4) gives you the client figures to enter in this section. 
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 TIP. If you show an increase in the number of clients in each segment over time you need to bear in mind the Capacity of your firm’s resources, i.e. the ability of your staff to deliver the Service Proposition. You can check this using the ‘What-if’ Capacity Analysis.   

· % Clients on Adviser Charge basis: is the proportion of the clients you estimate will be charged using the new model you have defined by the end of years 1, 2 and 3 respectively.

· Once you have defined your intended rate of transition to the Future Model for each segment, click the APPLY button at the bottom of the screen to review the results. As has been mentioned, you can return to and change the Segment Service Proposition at any time.

· The overall goal of transitioning to a new model is, of course, to achieve higher profitability and improve the other key metrics of your business over time. You will see the effect of your initial planned scenario using the ‘What-if’ analysis tabs (see page 12).

Now you can adjust your planning to consider different scenarios. During this process you may also want to review the underlying assumptions and test the sensitivity of your chosen scenario if the assumptions change. 

4. Testing your scenario

You have created a Current Model and a Future Model for your business. The Future Model is a scenario based upon the work you did in earlier modules.
Ideally, when you look at the ‘What-if’ analysis for your future model you will see a marked improvement in your firm’s key financial metrics and that the firm has the capacity to meet the demands of the transition programme you have defined.

However, it is possible that your Future Model is not workable. Perhaps it does not show a marked improvement in profitability or value. The firm’s capacity may not be sufficient to support the transition you have defined. Perhaps there is too much ‘slack’ in the capacity.
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 TIP. Before you decide whether the key metrics of your Future Model, as demonstrated by the analysis, are compatible with your ambitions for your firm, you may wish to examine the underlying assumptions in the FF>>WD Business Modeller. These assumptions are not hard-coded into the model and you should be aware what they are at this stage and, if necessary, change them so they are in-line with your own financial planning philosophy. To do this, go to the section headed Sensitivity Testing on page 23. 

When you run your analysis this may highlight a number of potential scenarios. We have outlined a few examples here but there are likely to be many others for you to consider.

	Scenario
	Possible implications
	Considerations

	Analysis shows spare capacity
	As staff are not fully utilised this may present an opportunity to accelerate the transition.
	Whilst this may appear attractive, increasing the pace of the shift away from initial commission may result in additional cash flow strain.

	Analysis shows capacity deficit
	The projected level of service you intend to provide to clients does not appear to be capable of being delivered within your current model.  You need to consider how to align the requirements of delivering the proposition with the available capacity.
	You may consider that the only way forward is to recruit more staff. Alternatively, you may be able to solve a capacity deficit by implementing a more efficient back-office system and thereby increasing the productivity (admin time per client) without increasing admin staff. In either event, this will need to be added to your task list in Module 8: Project Management Plan.


	Analysis shows that the business is projected to make an operating loss
	Your planned business model is not viable.  This may be a temporary factor caused by the transition to a new model or the causes may be deep rooted in the business.
	You may find it necessary to re-visit the assumptions you have made throughout the FFWD process but in particular the way in which you intend to charge for your services. This may require a review of both Module 4: Client Proposition and Module 5: Pricing the Proposition. Any changes to your business transition plan will need to be added to your task list in Module 8: Project Management Plan


If the Future Model does not appear to be workable you need to look at the variables affecting the key metrics. Consider the following:

· Reviewing and adjusting the numbers of clients in each segment and / or the rate of transition to the Future Model.

· Reviewing and adjusting the advice and / or admin times you defined for the average client in each segment.

· Reviewing and adjusting the proposition pricing in each segment.

In order to review these variables you may have to go back to Module 3: Client Segmentation, Module 4: Client Proposition and Module 5: Pricing the Proposition. This will ensure that any adjustments you make to the modelling are feasible and practicable. Naturally, the model is most sensitive to changes in your Proposition Pricing (see Module 5) so you may wish to start there to ensure that any adjustments you make are reasonable.
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 TIP. It makes sense to look at the variables you feel you have most control over first such as the proposition pricing or the rate of transition to the new model. Change the variables one at a time and then consider the impact of each change on the Future Model. Keep a record of each change as you make it because you may wish to backtrack to a previous scenario and start again. The easiest way to do this is to generate a report based on each scenario. See Printing a Report on page 24. 

When you have defined the optimum Future Model that is most consistent with your ambitions for the firm you will want to test its sensitivity to changes in the underlying assumptions for these factors: 

· Basis of business value calculation.

· Projected rate of return for taxed and untaxed investment funds.

· Retail Price and Average Earnings indices.

Sensitivity testing.

· A set of Assumptions underpin the projections in the Current and Future Models and you can alter them to test the sensitivity of your Model to market conditions.

· You can review and change these assumptions. First click the OPTIONS button at the bottom right-hand side of the screen.

[image: image30.png]. START OVER REPORT = OPTIONS  APPLY .




· This will display the Options Panel.
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· Changes here affect projections in both the Current and Future Models to ensure that you are comparing like for like.

· You can change the following variables:


· Valuation based on this multiple of recurring income: the figure applied to the projection for recurring income to calculate the Business Value.  This is the most common and straightforward method of calculating Business Value.

· Projected rate of return / taxed: the investment rate of return used to calculate the growth of funds under management in taxed products. The default is 6% as per standard FSA mid-rate projections.

· Projected rate of return / untaxed: the investment rate of return used to calculate the growth of funds under management in untaxed products. The default is 7% as per standard FSA mid-rate projections.

· Indices / RPI: the Retail Price Index annual rate (%) that is used to inflate the Business Costs in your Financial Model.

· Indices / AEI: the Average Earnings Index annual rate (%) that is used to inflate the Staff Costs in your Financial Model.

· You can change any of these figures to make them consistent with your own financial planning philosophy and / or to test the sensitivity of your defined Financial Model to changes in market conditions.  

· You can generate a hard copy report at any time either to keep a record of the various scenarios you are testing or when you have completed the ‘What-if’ analysis and sensitivity testing and you want to generate a hardcopy output of your defined Financial Model.   

Printing a report.

· You can create a report of your Financial Model by clicking on the REPORT button at the bottom of the screen. 
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· It is generated in Adobe PDF format. This means you will have to have Adobe Acrobat Reader installed on your computer. You can download it and install it for free from: http://get.adobe.com/uk/reader/
· The report contains:

· Headline results (projected change in Net Profit and Business Value over 3 years).

· A summary of the report.

· The values for the inputs used to create the Financial Model.

· Each of the charts generated in the ‘What-if’ analysis.

· The values for the underlying assumptions.

· Adobe Acrobat Reader allows you to view the report on screen, print it in full or page by page, save it to your computer or a disk, and / or e-mail it to other people in your firm.

5. What have you achieved so far – and what next?

You have:

· Created a Financial Model for your firm using the outputs from Module 3: Client Segmentation, Module 4: Client Proposition and Module 5: Pricing the Proposition. 

· Conducted a series of ‘What-if’ analysis to develop the optimum Future Model for your firm.

· Carried out sensitivity testing to ensure that the Future Model is robust in changing market conditions. 

· Produced a hardcopy report showing the key metrics in your future model and the inputs and assumptions that underpin it.

· Created a task list of the additional changes you will need to make in your transition planning in order to deal with any capacity deficits identified in your Future Model. 

What next?

· Update your Module 3: Client Segmentation, Module 4: Client Proposition, Module 5: Pricing the Proposition Workbooks to reflect the changes you have made to reach your optimum Future Model. 

· When you’ve completed Module 6: Financial Modelling, update your FF>>WD Wizard. It will suggest your next stage of the business transition process. 

· The information you have entered into the FF>>WD Business Modeller will be retained for a minimum of 180 days.  If you return to the modeller within the 180 days and make any amendments, the latest version of your financial model will be retained for a further 180 days and so on.  

· At any time within the 180 days you can create a printed report of your Financial Model by clicking on the REPORT button at the bottom of the screen.  If you do not access your financial modeller within FF>>WD Business Modeller for 180 days, it may be deleted and all information will need to be re-entered.
PLEASE NOTE:

The Financial Model and What-if analysis generated in this FF>>WD Business Modeller are intended as general guidance for your own use. Any actions taken in reliance on it are taken at your own risk and AIFA and the Business Modeller Software Developers, CBoxx Ltd, accept no liability for them.
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