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Case Objectives and Use
Start-up companies are constantly making changes and adjustments in their plans, product mix, schedules, business model etc. as their situation and/or competitive conditions in the marketplace change. The development of financial projections should be seen as an iterative and ongoing process rather than a “once and done” process. Because most start-up business models are new and untested, there will inevitably be changes. As such, financial executives must maintain a level of flexibility in the preparation of financial projections and forecasts.

This case highlights the fluid nature of developing financial projections in a start-up environment as the company makes the inevitable adjustments to its business model, product mix, pricing etc. It also demonstrates that importance and necessity of a reporting and controls regime that is both relevant to its current situation while also being scalable to accommodate the company’s projected growth. This case is written for undergraduate and graduate managerial accounting courses or entrepreneurship finance courses or the section(s) of such a course that focuses on the financial operation aspects of the business start-up.

Case Synopsis


REIA, Inc. had just received seed capital financing of $500,000 and had commenced operations. In January 2002 Anthony Washington, the new CFO, needed to develop financial projections and a financial reporting and controls system that was flexible enough to provide the necessary information about the finances of the start-up company without overburdening it with bureaucratic procedures while also participating in the setting the strategic direction of REIA. REIA’s existing accounting system was handled by a part-time administrative assistant. While adequate currently, the current system would not accommodate REIA’s growth plans. REIA developed a unique “bricks and clicks” business model that sought to integrate the delivery of real estate investment services via physical offices (bricks) and the internet (clicks) to novice and experienced real estate investors.  

With a newly revised set of assumptions that are certain to change over the course of time, the CFO must develop the financial projections that would enable him to monitor the cash consumption of REIA with an eye toward using the available funds in the most efficient manner possible. 
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