WORKBOOK PURPOSE
The purpose of this Business Planning Workbook is to provide a systematic, comprehensive, integrated outline of those significant facts that relate to your particular business situation.  The workbook/instructions serve as idea generators and should be enhanced by your knowledge of your business needs, comprehensive research, and inputs from professional specialists, such as attorneys, accountants, bankers, and management consultants.  It is designed to help you create a complete plan and financial proposal which will:

· Serve your need for business analysis;

· Help you design a business plan for your business;

· Provide you with a set of financial forecasts based on your rational assumptions about the future and on your hard-won business experience;

· Set budget guidelines, including a working capital budget and a break-even analysis for your business;

· Help you determine the amount and kinds of financing most appropriate for your business; and

· Give your financing sources the most useful and persuasive information about your business -- information they need to make swift, accurate, and helpful decisions.


INTRODUCTION
All businesses require some advanced planning and when the plan is organized and put together in a written package, it is called a BUSINESS PLAN.

Why should you go to the trouble of creating a written business plan?
There are three major reasons:

1.
The process of putting a business plan together, including the thought you put in before beginning to write, forces you to take an objective, critical, unemotional look at your business project in its entirety.

2.
The finished product -- your business plan -- is an operational tool, which, when properly used, will help you manage your business and work toward its success.

3.
The completed business plan is a means for communicating your ideas to others and provides the basis for your financial proposal.

The importance of planning cannot be overemphasized.  By taking an objective look at your business, you can identify areas of weakness and strength, pinpoint needs you might have otherwise overlooked, spot problems (such as cash flow) before they arise, and begin planning how you can best achieve your business goals.  As an operating tool, your business plan helps you to establish reasonable objectives and figure out how to best accomplish them.  It also helps you to red-flag problems as they arise and aids you in identifying the source, thus suggesting ways to solve them.  It may even help you avoid some problems altogether.

Do the work.  A professionally prepared business plan won't do you any good if you don't thoroughly understand it. That level of understanding only comes from being involved from the very start.  The SBDC Counselor will assist you as needed, but you are responsible to put together the facts and figures.   After all, it's your business. 

Use the plan.  No matter how carefully constructed and no matter how thoroughly you understand, no business plan will be of any use if you don't use it as a business tool.  

THE MAJOR REASON FOR BUSINESS FAILURE IS LACK OF PLANNING!
HOW TO USE THIS WORKBOOK
1.
Read the workbook quickly.   Get a "feel" for its layout.  Then reread the workbook carefully, but do not attempt to fill in the blanks.

2.
Determine which sections apply to your business.  This book is designed for many businesses, so delete that which you feel does not apply to your business.  Add topics which are necessary for your particular business and are missing from the workbook.

3.
Attempt exercises and worksheets in proper order.  You should not expect to complete the workbook in one sitting, but do as much as you can the first time through.  Completing the exercises and worksheets will result in a comprehensive draft of your business plan.  The instructions are on the left-hand pages as you open the workbook and the worksheets are on the right-hand.  The instructions may contain questions to help you understand what information is required to satisfy your particular business situation.  The information on the worksheets is the basis for the comprehensive business plan draft.

4.
Research information to complete the plan.  Acquire all elements that effect costs and revenues.  A comprehensive marketing analysis and strategy is essential to all business plans.  Access all resources available to you -- the library, a Chamber of Commerce, or the SBDC resource business library.  Determine actual expenses.  Make the necessary phone calls to get as accurate dollar amounts as possible.  

5.
Complete the workbook and check for completeness, accuracy, and continuity.
SAMPLE BUSINESS PLAN OUTLINE 

· THE COVER SHEET

· TABLE OF CONTENTS

· STATEMENT OF PURPOSE

· EXECUTIVE SUMMARY

· SECTION ONE: THE BUSINESS NARRATIVE

A. The Business

1. The Industry

2. The Company

B. The Products and Services

C. The Market 

D. The Marketing Plan

E. The Operations Plan

F. Management and Personnel

G. Critical Risks and Solutions

H. The Need 

1. Desired Financing

2. Capital Equipment List and Use of Financing

3. Owner’s Financial Contributions to the Venture

4. Source of Financing

· SECTION TWO: THE FINANCIAL DATA

A. Spreadsheet Assumptions

B. Income Projections (Three Years Income Statements)

C. Cash Flow Projections

D. Historical Financial Reports for Existing Business

1. Balance sheets for past three years

2. Income statements for past three years

3. Tax returns for past three years

E. Projections Summary (Financial Analysis)

1. Gross and operating margins

2. Profit potential and durability

3. Fixed, variable, and semi-variable costs

4. Break-even analysis

· SECTION THREE: THE SUPPORTING DOCUMENTS

Personal resumes, personal financial statement, credit reports, letters of reference, letters of intent, copies of leases, job descriptions, contracts, legal documents, and anything else relevant to the business plan.

The following pages elaborate and explain each of the above categories.
BUSINESS PLAN OUTLINE:

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

THE COVER SHEET
The cover sheet should not be elaborate.  It should be neat, attractive, and brief.  If you have a logo, use it.  If the plan is to be used as a financing proposal, use a separate cover sheet for each bank to which you submit it.  The cover sheet may be completed as the last task following the typing of the final draft of the business plan.

STATEMENT OF PURPOSE
The first page of your plan should state your objectives as simply as possible.  If the plan is used for your sole use, the statement should be a brief description of how you intend the use of the plan: "This is a business plan and guide for five years, to be reviewed and adjusted annually."

If the plan is for a financing proposal, the following questions should be addressed:

1. Who is asking for money? 

2. What is the business structure (sole proprietorship, partnership, corporation, etc.)?

3. How much is needed?

4. What is money needed for?

5. Why does this loan or investment make business sense?

6. How will the funds be repaid?

                                                                                                                                             Sample Statement of Purpose
BigCo., Inc has been providing widgets to the southeastern region of New Mexico for the past five years and is seeking to expand its business to include the southwestern region.  A loan in the amount of $250,000 over a 25 year period is being sought to purchase the land and warehouse building at 1A Industrial Center, New Town, NM.  The primary shareholders, Mr. Amigo and Ms. Roundtree, plan to personally sign on the note to secure the loan in addition to an equity investment by BigCo, Inc. of $75,000 (30%).  Additional collateral to be used will be the currently owned equipment, valued at over $50,000 and carrying no debts.  An additional $10,000 cash injection will pay for the needed building renovations.  This expansion will allow BigCo, Inc. to almost double its current profits with only a 40% increase in expenses.  This is because the southeastern location is capable of manufacturing widgets to cover both areas, rather than building a new plant.  The warehouse will serve as a central shipping point to the southwestern region and beyond.                                                                                                                                               
STATEMENT OF PURPOSE
_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_______________________________________________________________________

EXECUTIVE SUMMARY
 Longer business plans usually make use of an executive summary, which highlights important features that the business owner wants a would-be investor or banker to know about his business.  If you wish to incorporate an executive summary into your business plan, keep in mind that it is a summary only.  

The advantage of an executive summary is that it gives you a chance to restate succinctly all the main features and opportunities of your particular business.

The disadvantage of an executive summary is that it is usually the first thing about you and your business that the potential investor will read, so if it doesn’t convey a compelling message about your business, it may also be the last.

The summary is the last section of your plan that you should prepare, so for now, skip to SECTION ONE:  THE BUSINESS NARRATIVE which is the main body of the business plan.  
Note: The narrative provides all the details about your business. Keep in mind that the person reading your plan may know very little about your particular type of business.  Therefore, the more information you give in the narrative, the better.  As you draft each of the sections of the narrative, make a mental note of the one or two key ideas and facts that you wish to convey to the reader.  Return to these pages and jot them down in the space provided.  If you then decide not to include an executive summary, the key points will be useful as a guide you can use as you finalize your business plan.

Remember, even if you know that you are going to want to include an executive summary in your business plan, you should still plan to write the narrative first.

EXECUTIVE SUMMARY
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

SECTION ONE:  THE BUSINESS NARRATIVE 

A. THE BUSINESS
This section should clearly present the business that you are in or will be in, the business history (if any), the products/services you will offer, the nature of the industry, and the opportunities available to your products/services.

1. 
The Industry:  Describe the background of your industry (the type of business you are in).  Is the industry specialized?  Discuss any new products/services or developments, new markets and customers, new requirements, new companies, and any other national or economic trends and factors that could affect the business positively or negatively.  What industry trade associations exist and will your business belong?  What are other sources of information (industry publications) and will you subscribe?  Identify the source of any and all the information you used to describe industry trends.

2.
The Company:  This section describes briefly what business area your company is in, or intends to enter, how you will run this business, and why you think your business will succeed. Are you a start-up or have you been running the business for a while? What is the legal format -- sole-proprietorship, corporation, etc.? When did (will) you open?  What are your hours and days of operation? Is your business seasonal? What are your products and services and who are your primary customers?  Cite the business' prior sales and profit performances.  If your company has had setbacks or losses in prior years, discuss these and emphasize what has been done and will be done to prevent recurrences of these difficulties and improve your company's performance.  New Owners: What is your experience in this business and what research have you done to learn about this industry?  Have you spoken with suppliers and will you be eligible for trade credit?   If not, by when?  Why is your business special? Takeover: When and by whom was the business founded?  Why do they want to sell?  How did they arrive at their purchase price? Determine exactly what you are buying. If business is going downhill, what will you do to turn it around?  Do you have those skills or will you need to hire a professional?  If there is an appraisal of the land, buildings, or total business, include it in the supporting documents.

THE BUSINESS:
1: The Industry:

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
2. The Company:

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

The Business (Continued):

______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

IF YOU CAN'T DESCRIBE YOUR IDEA CLEARLY AND SIMPLY, YOU HAVEN'T THOUGHT IT THROUGH.
A Sample of The Business Narrative
Widgets were invented in 1986 in New York City, by James Smithy, in response to a customer demand for a less expensive part to build small machine motors.  Widgets generally come in small, medium, and large and are designed to fit directly into many high tech industrial motors which are used for all kinds of products.  They replace a very expensive motor cog and last about 3/4 the amount of time a widget lasts.   Mr. Smithy has a patent on his invention and he has allowed other businesses to purchase the rights to produce the widget for a one time fee and a royalty override on the net profits of each business.

In 1988, Paul Amigo and Mary Roundtree purchased the rights to sell widgets in the southwestern portion of the United States (Arizona, New Mexico, Colorado, Utah, Nevada, and Texas).  They used the proceeds from the sale of a previously owned manufacturing business, in which they were successful business partners, to start BigCo., Inc, a small operation located in Old Town, NM. BigCo., Inc. is a wholesale widget supplier to other manufacturing companies.  The demand for widgets is constant and increasing.

They began the organization with five employees and a 2500 square foot building.  By their third year, the business had more than doubled and employed twelve employees.  The organization moved to a 10,000 square foot building/warehouse near the industrial center.  With more room, BigCo. added three lines of operation to its existing two, for a total of five lines.  Currently there are three in operation and two expected to be used with expansion.  The building has room for five more lines in the future.  The manufacturing lines operate on two eight hour shifts a day, five days a week with a staff of eighteen.  Routine maintenance on all equipment is performed twice monthly on Saturdays. 

Sales have always been primarily in Texas and Colorado because of the ease of trucking access north and east.  Now, in its fifth year, BigCo is seeking to expand sales to the remainder of the southwestern region as granted in the original sales contract with Mr. Smithy.  To accomplish this, BigCo. plans to purchase land and a building located in the Industrial Center of New Town, NM, (see property appraisal in supporting documents) for a warehouse to store the widgets to be shipped west and northwest.  The current location has ample room to produce and store the widgets however, it is difficult to reach the locations to the east and northeast during the winter months because the mountain passes are extremely difficult to cross.  This was tried early in the business history, but BigCo. was unable to fulfill orders during the winter.  Therefore the new warehouse location will be west of the mountains.

B. THE PRODUCTS AND SERVICES  
The potential investor will be vitally interested in exactly what you are going to sell, what kind of product/service protection you have, and the possible opportunities (draw-backs) you may have.

1. 
Description:  Describe in detail the products or services being sold.  Are there any well-known brand names?  Emphasize any unique features of the product or service and highlight any differences between what is currently on the market and what you will offer.  What exactly are you selling -- customer service, high quality, lower prices, fast delivery, better taste, excellent warranties, etc.? Emphasize the needs and/or wants of the potential customer.  What will they see as a benefit of your product/service?  Is the product/service special and if not, why will they buy from you?  Do you hold any patents or trade secrets?  

2.
Potential:  What features give you an advantage over the competition?  What are the opportunities for expansion or development of additional products/services?  What are your growth/expansion plans?

3.
Economics of products/services being sold:  What prices will be charged for these products/services?  What costs are associated with these products/services?  Will these products/services be profitably and competitively priced?  Will you be eligible for discounts that will increase profitability?

THE PRODUCTS AND SERVICES
1. The Description: 

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

______________________________________________________________________

2. The Potential:

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

3. Economics of the Products/Services Being Sold:

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

A Sample of The Products and Services Narrative
The customer service and price of the widgets is of major importance.  Although widgets are patented, since their invention many other companies have developed similar products that have proven to be in direct competition.  BigCo feels that the widget is a superior product which will also make the customer a higher profit per motor manufactured.  Therefore all salespersons are thoroughly trained in customer service and must share the same commitment as the owners that the widget is a superior product at a lower price.  Sales staff calls their clients periodically and visit their plants at least once each month to check on inventory, inform clients of incentive packages, personally handle any product problems and receive product suggestions.

The prices are generally 20%-30% less than the competition and the widgets have an average working life of ten years, while similar products have an average seven to eight years (see cost analysis chart in supporting documents).  Also BigCo. offers all three sizes of widgets to its customers and there are three main colors - black, charcoal gray, and light gray - to match with most motors for which they are designed to be a part.  


Don't rely on your "superior" product or service.  Do rely on satisfying your markets' needs.  The first step toward this goal is to understand all about your product or service: What are their features?  What benefits can they provide the customer?  How can you use your product or service knowledge to differentiate your business from competing businesses?
C. THE MARKET
The purpose of this section of the plan is to present enough facts to convince the investor-reader that your product/service has a substantial market in a growing industry, and can achieve sales in the face of competition.  
IN ORDER TO GENERATE A CONSISTENT AND INCREASING SALES FLOW, YOU MUST BECOME KNOWLEDGEABLE ABOUT YOUR MARKET -- THE PEOPLE WHO WILL BE BUYING YOUR PRODUCT, MERCHANDISE, OR SERVICE.
First: Define Your Target Market
The term "target market" is that market for which you target all of your efforts.  There may be several markets available to buy your products/services, but you should focus on one or a select few.  For instance, there are many types of cars for all types of customers.  Luxury cars appeal generally to older, more financially established clientele, while the smaller economy cars are usually purchased by the younger groups who have less income.  The advertising is then adjusted accordingly to sell to the "target market" for that particular company.  
1.
The Target Market:    What customer characteristic will you be targeting?

For Individuals:

For Businesses:

* Age



* Kind (manufacturing, retail, wholesale)

* Race and ethnic group
* Location

* Hobbies


* Sales level

* Lifestyle


* Number of employees

* Education


* Distribution pattern

* Occupation


* SIC (Standard Industrial Class)

* Income level

* Social class

From what area(s) will you be pulling these clients to your business?  Are they local? Regional? Statewide? Nationwide? International?  Who will actually be the customer buying -- if you target children's toys, which parent or grandparent would be more likely to buy?  How will they buy your product/service -- in your store, over the phone, by catalog, through a representative?

THE MARKET:  
1. The Target Market:

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

2. 
The Market Size and Trends:  

THIS STEP TAKES RESEARCH.  You can obtain information on market size from local Chambers of Commerce, Small Business Development Centers, SCORE, trade publications, marketing consultants, other business persons, and sometimes local colleges.  The Federal Census Report for your area can usually be found at the local library.

What is the size of the total market (all potential customers in your targeted area)?  Estimate the number of potential customers who will purchase your product/service.  What is the percentage (market share)?  How much money is spent on products/ services for the total market (in your target area)?  Determine the average customer sales per year?  Do these customers buy in cycles?  Are they once a year?  Every couple of years? Monthly?  How many purchases can you expect from the average customer during a year? Three years?  Does it make sense?  Is it a reasonable assumption?  This sales estimate is used in the financial section.

3.
Competition:  

Who are your nearest competitors?  

How is their business similar or dissimilar to yours in terms of: 

Image? Location? Store layout? Atmosphere? Products/services? Pricing? Advertising? Sales methods?

What are their strengths and weaknesses?  

How is their business? Steady? Increasing? Decreasing? Why?

What have you learned from watching their operations?

How will your business be better than theirs?  

List changes that will improve your competitive position.

How loyal are the customers to the competition?  Will you be able to attract them to your product/service? How will your competition react to you opening/expansion? How loyal are your customers?

REMEMBER:  Be able to justify ALL assumptions throughout this workbook.

2.  Market Size and Trends:    

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

3. Competition:   

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

	Customer Seeks:           
	You Offer:
	Competitor #1
	Competitor #2
	Competitor #3

	QUALITY
	
	
	
	

	EXCLUSIVITY
	
	
	
	

	LOWER PRICES
	
	
	
	

	PRODUCT LINE
	
	
	
	

	PRODUCT SERVICE
	
	
	
	

	RELIABILITY
	
	
	
	

	DELIVERY 
	
	
	
	

	LOCATION
	
	
	
	

	INFORMATION
	
	
	
	

	AVAILABILITY
	
	
	
	

	CREDIT CARDS
	
	
	
	

	CREDIT LINE
	
	
	
	

	WARRANTY
	
	
	
	

	CUSTOMER ADVICE
	
	
	
	

	ACCESSORIES
	
	
	
	

	KNOWLEDGEABILITY
	
	
	
	

	POLITE HELP
	
	
	
	


 Sample of The Market Narrative
BigCo., Inc. will continue to provide wholesale widgets, a superior motor part, to manufacturers throughout the southwestern region of the United States.  There are over 150 potential manufacturing companies in this region and BigCo. currently sells to over 50 of those companies (an estimated 30% market share).  Most of those companies are in Texas and Colorado.  The owners are confident they will be able to take 25% of the market in the areas west and northwest in the first year that are not currently being reached.  That amounts to 19 of the 75 manufacturers in this area.  It is also expected to be an increase in the eastern half of the region in adding at least three more manufacturers to the list of clients.

The new customers in both regions will be attracted by:

· The specialized customer service program built on personal attention.

· The price savings.

· The life of the product.

· The full replacement warranty for defective widgets.

· The new warehouse location which will assure shipments year-round.

There are two competitors in the Southwestern Region that carry a motor cog similar to the widget:

1.  Cogly Company in eastern Texas is a much smaller organization than BigCo.  They offer the small and the large cogs in the same three colors as BigCo.; however, the cog costs more to produce than the widget.  The widget is designed to last longer than this cog and there has been a defective rate almost 10% higher than the widget.  They have loyal clientele that are within a close proximity to their operations plant.

2.  Gears R Us is located in Texas and in Arizona and offers a motor cog similar to Cogly Company.  It services the remaining manufactures with its cog and it has been in business for 25 years.  The company is large enough to be price competitive from time to time, but cannot keep prices consistently low.  Gears R Us has the majority of the market in Nevada, Utah, and Arizona, but BigCo. is confident they will be able to enter that market with little effort.  The original owner of Gears R Us has plans to retire next year and a new management team is expected to take over.  The effects of this change are not yet known.

D. THE MARKETING PLAN
The marketing plan describes how the sales projections will be attained.  It should detail sales projections and overall marketing strategy, sales and service policies, pricing, distribution, and advertising strategies to be used to achieve the estimated market share (described in 'The Market' section).  The marketing plan should describe what is to be done, how it is to be done, and who will do it.

1.
Overall marketing strategy:  Describe the general marketing philosophy -- what kinds of customers will be targeted?  What features of the product/service will be stressed: Customer service? Great buys? Quality workmanship?  Discuss seasonal trends and what can be done to promote sales out of season.  Will you be offering any innovative sales techniques that will enhance customer purchasing -- e.g., leasing where only sales were previously attempted?

2.
Pricing:
a. How do you calculate the price for each product/service?  Determine your pricing objectives.  Are you trying to buy market share with low prices? Maximize profits? Remain competitive? Pricing is inherently strategic, so you must be clear on your objectives.

b. Establish price ranges. What products/services are very sensitive to price changes?  What are your discount prices?  What pricing policy do you have for slow-moving inventory?  What time of the year will sales prices be important?  What products/services will attract customers at sales prices?  Make sure that you charge enough to cover costs.  This is done through break-even analysis. (That information is found in Section Two: Financial Data).

3.
Distribution, service, and warranty policies:  Describe the methods that will be used to make sales and distribute the product or service to your market segment:  Seasonal sales? Trained sales force? Mail order? Party plans?  Door-to-door sales? What customer service policies will be offered?  Product and service warranties? What types of payment plans (credit plans), if any, are offered?  Can you afford to do this?   How will you handle merchandise returns? 

4.
Advertising and promotion:  What media will be used?  Present a schedule and cost of promotion and advertising.

THE MARKETING PLAN          
                                   (Example on page 29)
1. Overall Marketing Strategy:

______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

2. Pricing:

____________________________________________________________________________________________________________________________________________

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

3. Distribution, Service and Warrant Policies:

______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

4. Advertising and Promotion:  

______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

E.  THE OPERATIONS PLAN 
The plan should describe the kinds of building and land requirements, plant facilities and location, space needed, capital equipment, and labor force (part and full time) that are required to provide the products/services you plan to sell.  Personal service businesses also have requirements relative to the topic titles A through D.  List and elaborate on any other areas that are necessary to your business operation and have value that should be considered in the financial/economic section of this workbook.

1.
Location and facilities description:  What is the business address?  What are the physical features of your building?  Is the location highly visible or out-of-the-way?  How much space do you have (need)?  Is there room for expansion?  What is the parking situation?  What are the traffic count and zoning considerations?  Is there any construction or renovation needed and at what cost?  Does the building meet safety codes for your type of business?

2.
Equipment requirements:  What special machinery, tooling or equipment is needed?  Do you need small tools? Cash register? Computer and software?  Vehicle? Office equipment?  Will they be purchased or leased? If equipment is leased you will need to use that figure on your expense sheet.   A full equipment list with costs will be filled out in the financial section on page 41.

3.
Source of supplies:  What is the source of supplies/materials?  Is it a sole source?  Will there be discounts now or in the future?  Are cost and payment factors competitive?

4.
Regulation and legal issues:  Are there any patents, copyrights, or licensing agreements required?  Have all applications to start and conduct a business been submitted to city, county, state, and federal agencies?  Are there any special operating licenses (contractors/liquor sales) that need to be in place before opening?

NOTE:  
Ensure that ALL dollar amounts listed on the next page correspond to the figures given on the supportive financial statements.

DO NOT GO INTO BUSINESS IN A GIVEN SPOT


SIMPLY BECAUSE THE PRICE IS LOW.
THE OPERATIONS PLAN                                                (Example on page 30)
1.  Location and Facilities Description:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Monthly Rent: $____________ Are you leasing? (Y/N) ________  Buying (Y/N) _______

Annual Interest Payments (if buying) $_____________  

Estimated Annual:

Property Taxes $_________
Building Maintenance & Repairs $ ___________

Insurance $ _____________     
Utilities $ __________     Other $ ___________

What kind of insurance will you carry:   _____________________________________________________________________

2.  Equipment Requirements:   

_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

____________________________________________________________________________________________________________________________________________

3.  Source of Supplies/Materials:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

4.  Regulations/Legal Issues:

____________________________________________________________________________________________________________________________________________

A Sample of The Marketing Plan Narrative
With the approval of the loan to purchase the new building, BigCo. will begin an aggressive sales campaign which will include direct phone calls for appointments, flyers regarding the product, and price lists.  The sales staff will spend a majority of its time, with the exception of their monthly site checks, on scheduling appointments with the owners or managers (whoever has the power to make the purchasing decisions).  

As an incentive to switch to the widget rather than a motor cog, BigCo. will offer to pay for any machinery retooling that may be necessary to use the widget in the manufacturing process.  Historically this figure has never been more than $2,500 and BigCo. has a trained staff person who is able to perform this work on company time.  The process takes only one working day and the cost to BigCo. is minimal.  

A presentation on the potential savings has been professionally developed with charts and graphs to show the money saved by switching to the widget.  It is custom designed to show how that can affect each potential customer.

The widget is fully warranted for defects and will be replaced at the expense of BigCo.  The widget also carries a warranty for stress defects, which may not be readily apparent, for two years.

                                                                                                                                             Sample of The Operations Plan Narrative
The BigCo. plat in Roswell, NM is a 10,000 square foot building with six offices, a conference room, five production lines with room for five more, and a 3,000 square foot warehouse.  The production lines and the warehouse have concrete floors, while the offices are carpeted and newly redecorated.  The land and building, currently being purchased for $350,000, are located at the Industrial Center just south of town and are directly on the train line, which is convenient for shipping.

The new location will be at 1A Industrial Center in New Town, New Mexico and is a 5,000 square foot building with three small offices.  It is located within one half mile of the freeway north and is five miles from the east/west highway.  The offices need little renovation, but the front door needs to be made handicapped accessible.

The land and building can be purchased for $250,000 with $75,000 cash down over 25 years with payments of approximately $1,590.00 per month at a 10% interest rate.  The warehouse need not be heated or cooled and therefore utilities will be less than $200 per month.  The telephone is expected to cost an average of $400 per month with the installation of a 1-800 watts line for customer orders. There is little equipment that needs to be purchased for this expansion, however a used forklift will to be purchased for $3,000 from operating capital.

F. MANAGEMENT AND PERSONNEL
The management team is the key to turning a good idea into a successful business.  Investors look for a committed management team with a proper balance of technical, managerial, and business skills, and also with experience in the proposed business.

1.
Key personnel:  What is your business background?  Have you had managerial experience?  What education have you had that will help with your managerial abilities?  What is you direct experience, if any, in this kind of business? (Include a personal resume for all owners as supporting documents.)  What are your reasons for going into business? Is the job physically demanding and are you able to perform the necessary work?  Why do you feel you will be successful?  What is your personal financial status? (Include a personal financial statement as a supporting document).

2.
Duties and responsibilities:  Who does what; who reports to whom; and who makes the final decisions?  Include a jobs flowchart, if possible.

3.
Salaries or draws:  Will you be relying on an income from this business to make ends meet?  What are your minimum monthly requirements? (A personal budget form is at the end of this workbook to determine that amount.)  Do you have any other income that will help supplement your needs?

4.
Business resources:  Who will be handling your financial and legal needs? An accountant, bookkeeper, or yourself? Will you need an attorney to assist the business? Who is your banker?  It is always advisable to get to know your banker, even if not seeking a loan.  He/she has quite a bit of financial knowledge and building a rapport will help in the future if you should need a loan.  

5.
Personnel: What are your personnel needs now? In the future? What skills will they needed? Are people with those skills available? Will you need full-time or part-time employees? Will you offer fringe benefits? Will they be salaried or hourly? Will you need training time?

MANAGEMENT AND PERSONNEL                                   (Example on page 35)
1.  Key Personnel:   

_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

2.  Duties and Responsibilities:   

_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

3.  Salaries/Draws (If any): 

____________________________________________________
$_______________
____________________________________________________
$________________

____________________________________________________
$_______________

4.  Business Resources (Include any set monthly fees):

Accountant/Bookkeeper:    _________________________
$_______________

Attorney:   ______________________________________
$_______________

Insurance Agent/Broker:    _________________________
$_______________

Banker:  _______________________________________
$_______________

5.  Personnel (Average monthly amounts):

	Employee Name   
	
	
	
	
	
	TOTAL

	Hours/Month
	
	
	
	
	
	

	Wage/Salary ($        /hr.)
	
	
	
	
	
	

	Taxes (15% of Wage)
	
	
	
	
	
	

	Workers' Compensation
	
	
	
	
	
	

	Fringe Benefits
	
	
	
	
	
	

	TOTAL
	
	
	
	
	
	


G. CRITICAL RISKS AND SOLUTIONS
The development of a business, be it beginning or expanding, has risks and problems, and the business plan invariably contains some implied assumptions about them.  The discovery of any unstated negative factors by potential investors can undermine the credibility of the venture and endanger its financing.

On the other hand, by identifying and discussing the risks in your venture, you demonstrate your skills as a manager and increase your credibility, and that of your venture, with an investor.  Taking the initiative on the identification and discussion of risks helps you to demonstrate to the investor that you have thought about them and can handle them. 

Identify and discuss the major problems and risks that you think you will have to deal with to develop the venture.  This should include a description of the risks relating to your industry, your company and its personnel, your product/service market appeal, and the timing and financing of your start-up.  

The following is not a complete list, but is indicative of the kinds of risks and assumptions that might be discussed:

· Potential price cutting by competitors

· Any potentially unfavorable industry-wide trends

· Sales projections not achieved

· Difficulties in procurement of parts or raw materials

· Difficulties in obtaining needed bank credit line

Indicate which business plan assumptions or potential problems are most critical to the success of your venture.  Then describe your plans for minimizing the impact of unfavorable development in each risk area on the success of your venture.  What type of insurance will you carry and how much coverage.

The primary purpose of a business plan is to identify the BEST route to reach objectives and in the process to identify and reduce risk.  Now is a good time to review the preceding information and to analyze your risk position. 

Analyze your risk position again when you complete this workbook.

CRITICAL RISKS AND SOLUTIONS                           (Example on page 36)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

A Sample of Management and Personnel
The two primary shareholders, Mr. Paul Amigo and Ms. Mary Roundtree, worked together in RelaxCo., a furniture manufacturing company they began in 1978, when Ms. Roundtree's father passed away and left her an inheritance.  Mr. Amigo has over 20 years manufacturing experience, having been a foreman and eventually a plant manager prior to owning his own business.  Ms. Roundtree has extensive experience in office management, including policies and procedures development and personnel management.

The plant manager, Mr. Gearsby, worked for Mr. Amigo and Ms. Roundtree at RelaxCo. and because of his ability to see the overall situation, the plant runs on an average 90% rate of efficiency.  Mr. Gearsby generally works the day shift and his assistant supervises the evening shift.  There are two employees per line and one on-call floater to work in case of absenteeism.  The line is designed to be operable with one person however, this causes production to be much lower.

There are production and attendance incentives which help keep production and profits up.  Year end profit-sharing, bonuses, and time-off with pay for perfect monthly attendance are some of the incentives.  There are also company get-togethers and retreats designed to build morale and get employees’ views for improvement in the work place.  Each employee is covered by a medical plan and has the option of including family members at his/her own cost.

A Sample of Critical Risks and Solutions
This project has been carefully researched and planned to eliminate or prepare for any potential problems.  There will be a low overhead in the new location and the current operation could carry the new location in the event that sales in the new area are slow. 

However, there is one concern that will need to be dealt with hands-on.  If this area of sales takes off past the expected projections, especially during the winter months, there could be difficulty in shipping to fill orders.  The orders will be tracked carefully, and to avoid a potential shortage, the warehouse will be kept at full capacity during the winter months.  In the event of snow and the inability to travel over the mountains, there will be enough product in the warehouse until the pass reopens for shipments.  During the summer months the warehouse may not need to be stocked to full capacity, unless demand requires.

H.  THE NEED

This section of the plan is used to indicate how much money is being sought and the nature and amount of securities that are being offered to the investor, or the collateral needed to secure a loan and a brief description of what will be made of the capital raised.

You should realize that proposing the terms for financing your company is only the first step in a negotiation process with your investor/banker.  It is very possible that when you close your financing arrangement, you will be committing a different kind of security from the one you originally proposed.

1.
Desired Financing:  Summarize from your cash projections how much money is required over the next three years to carry out the development and expansion of your business as described in the narrative portion of the plan.  

2.
Your Financial Contribution:  Will you have a cash down payment?  Will you be able to pay for closing costs? Will you be contributing existing equipment or fixed assets (land/building)?  Do you have certificates of deposits (CD's) you may pledge or cash in?

3.
Securities Offered:  For those wishing to sell stock in a corporation to raise money, how much stock are you willing to part with?  Will you maintain controlling interest?  Show current and proposed number of outstanding shares of common stock.  How many shares of common stock will be held by key management after completion of proposed financing?

4.
Sources of Financing:  Will you be going to a bank or private investor?  Do you have any alternative sources for start-up capital should you come up short with the bank/investor on collateral?  Do you have any family members who would be willing to invest in your business?

THE NEED
1.  DESIRED FINANCING: (Amount Needed)
____________________________________________________________________________________________________________________________________________

2.  YOUR FINANCIAL CONTRIBUTION: (Cash, Assets Owned)
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

3.  SECURITIES OFFERED:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

4.  SOURCES OF FINANCING: (Type of Loan Desired)
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

SECTION TWO: THE FINANCIAL DATA
A. START-UP OR EXPANSION COSTS AND LOAN REQUEST 

The preceding operations plan should have identified all activities and resources to operationalize your plan.  Now is the time to systematically consider ALL the values of these elements in your financial plans.

The financial plan is basic to the evaluation of an investment opportunity; it should represent the entrepreneur's best estimates of future operations--your best judgments of the results you believe are realistic and attainable.  

The purpose of the financial plan is to indicate the venture's potential and its timetable for financial viability.  The financial plan can also serve as an operating plan for financial management of the venture.

The heart of your operation is the accounting system.  Have a competent accountant/bookkeeper set up the paperwork system that will give you adequate accounting records.  Your local SBDC can give you suggestions on computer accounting programs or can give you the opportunity to try a program in their computer laboratory, if one is available.  Lack of proper record keeping and accounting practices is a typical problem for a majority of small businesses and can be their downfall.

1. 
Capital equipment list:  

This section is for new businesses or those seeking loans for equipment purchases.  Capital equipment is defined as assets which have useful lives of more than one year -- it is equipment which you use to manufacture a product, provide a service, or use to sell, store, and deliver merchandise.  It is not inventory equipment, but rather equipment that will be worn-out during the course of doing business.  Examples include typewriters, cash registers, delivery trucks, fork-lifts, or computers.  Please include only that equipment purchased -- leased equipment is not depreciated and is taken as an expense.  Please indicate if the equipment is new or used and if used, show the current market value.  

2. 
Start-up expenses or loan request:
Those expenses that it will take to open up your business' doors or what is needed for an expansion project or asset purchase should be listed here.

1.  CAPITAL EQUIPMENT LIST
	Equipment
	Cost
	Expected Life

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Total Cost
	
	


2. START-UP EXPENSES:  

Total Cost of Capital Equipment (above)




$                    
Beginning Inventory 






$                    
Legal & Professional Fees






$                    
Licenses and Permits






$                    
Building/Land Purchase






$                    
Remodel/Construction Work





$                    
Deposits (Public Utilities, etc.)





$                    
Advertising (Grand Opening, etc.)





$                    
Debt Consolidation







$                    
Operating Capital







$                    
Other Expenses: 
______________________________

$                    
______________________________

$                    
Total Start-Up Expenses






$                    
Your Cash Contribution






$                    
Loan Request







$                    
B. PRO FORMA INCOME STATEMENTS (Profit and Loss Forecasts)
Income statements, also called Profit and Loss Statements, are complementary to balance sheets.  The balance sheet gives a static picture of the company at a given point in time.  An income statement provides a moving picture of the company during a particular period of time.  Projections provide a set of benchmarks to test your progress toward short-term goals.  They become your budget.

It is important to be systematic and thorough when you list ALL your expenses and ALL your income.  Be conservative in your estimates and document ALL ASSUMPTIONS.  Try to slightly understate your expected sales and overstate expected expenses.

Modify the worksheet to include sales/income and expenses to fit your particular situation, but do not change the basic form.  Remember, the purpose of financial statements and forecasts is to provide you with a maximum amount of information, not to dazzle the prospective investor.  You may want to breakdown some of the items in further detail to ensure better information and control.

How to fill out your worksheet:
(A)
Sales include retail and/or wholesale trade.  This may be as simple as listing your total sales or you may choose to break your sales into categories.  If your sales show growth or seasonal trends, you will need to describe those trends in your assumptions.  If an advertising campaign is expected to increase sales not normally in your particular trend cycle, you will need to explain that as well.  It may be helpful to visualize a typical day's sales and multiply that by the days you will be open per month to get at your figure.  Will some items have a higher growth than others?  Be sure to take into account your start-up time -- sales will most likely grow rapidly during the first few months, but generally do not start out high.  Your total sales also need to reflect a deduction of returns, discounts, or allowances.

(B)
Cost of Goods Sold are those costs that are directly related to the sales which might include the labor and cost of materials to manufacture a product or the cost to purchase a product.  As sales increase/decrease so will the cost of goods sold.  For the income statement, you record these costs only at the time of sale.  If you break your sales into categories, list your variable costs in those categories as well.  Variable labor, such a salesperson that is paid hourly, is also included here. Other costs may include freight charges on product or parts delivery or fuel.  

(C)
The Gross Margin is the sales less the cost of goods sold.

PRO FORMA INCOME STATEMENTS (Continued)
(D)
The Operating Expenses are (generally) the fixed expenses.  You will have these costs regardless of your income -- your overhead.  A profitable business needs to control these costs and maintain (or increase) sales.  Assumptions need to be addressed on significant changes to or variations of these expenses that occur during the period.  If your rent charges are expected to increase based on a lease agreement or you are planning an advertising blitz, document it.  List the types of insurances covered such as general liability, workers compensation, and vehicle liability.  As the business can afford it, key-man disability or life insurance coverage may be added.  Taxes & licenses are generally those required by the state and local authorities and property taxes.  Depreciation may be taken monthly -- how was the depreciation determined?  (See the tips below.)

(E)
Interest  charges may come from one loan or from many.  You need to list the types of loans -- mortgage, term, or credit line -- and interest rates of each.  The principle payment of a loan is not an expense and needs to be shown in the cash flow analysis as a cash deduction.

(F)
Total Expenses are the total operating expenses added to the interest expense.

(G)
The Pretax Profit [Loss] is the gross margin less the total expenses.

(H)
The Estimated Income Taxes is an amount derived by multiplying the pretax profit [loss] by a specified percentage rate depending of the amount of income expected.  If the business produces a loss in the first year, leave this blank.  Example percentage rates might be: between $0 and $10,000 profit--10%;  $10,000 to $50,000 -- 15%; $50,000 to $100,000 -- 20%, over $100,000 -- 27%.  Income tax is a business expense and many business owners who do not set aside the cash for the payment of these taxes often find themselves in a cash flow crunch.  This worksheet assumes you remove that cash from your working capital account until it is time to be paid.  

 (I)
Your Net Profit [Loss] is the difference of the pretax profit [loss] less the estimated income taxes.

Tips to consider:
1. Depreciation is best assumed on a straight-line basis.  Take the cost of the long term asset, divide by the expected life in years, and divide by twelve months.  

2. Fill out the form, rounding to the nearest dollar.

C. PRO FORMA CASH FLOW ANALYSIS

For a new venture the cash flow forecast can be more important than the forecasts of profits because it details the amount and timing of expected cash inflows and outflows.  Usually the level of profits, particularly during the start-up years of a venture, will not be sufficient to finance a business operation.  Quite frequently cash inflows do not match the outflow on a short-term basis -- especially if the business is growing and in need of more inventory or equipment (asset) purchases.  The cash flow forecast will indicate these conditions and enable management to plan cash needs.

Assumptions must be made on the time of collection of accounts receivable, payment of accounts payable, increase in inventory (not yet sold), new equipment purchases, or large  sums of cash outflows (quarterly tax payments).  Thinking about such assumptions will be useful for identifying potential cash flow problems.  For new businesses, it will pinpoint the amount of cash needed for start-up operating capital.

There are two ways to determine cash flow: the direct and the indirect methods.  The direct method takes the actual cash received from sales less the actual cash out for expenses plus starting cash amount.  The indirect method, which is incorporated into the income statement form provided, simply makes adjustments to the income statement.  To use this form, you will need to think of the receivables and payables as cash-in and cash-out.  If you sold $5,000 in one month, but $1,000 was on account, there was no cash received or a cash shortage of $1,000 as shown on the income statement.  So, by the indirect method of cash flow, $1,000 needs to be subtracted from the cash flow statement.  On the other hand, if, in the following month, that $1,000 is collected, it is not shown on the income statement and then needs to be added to cash-in accounts receivable.  

The indirect method of determining cash flow is as follows:

Net Income (loss), as per income statement

ADD:


Beginning cash (matches ending cash from previous period)

Depreciation of assets (cash was not actually taken for that expense)

Decreases in current assets (receivables, inventories, prepaid exp.)

Increases in current liabilities (accounts payable, bank loans)

SUBTRACT:
Increases in current assets (example -- cash out to buy inventory)

Decreases in current liabilities (example -- cash out to pay debt)


EQUALS:
Ending cash for this period




PRO FORMA CASH FLOW (Continued):
Additional questions to consider in creating your cash flow assumptions:

What are your terms for payment with your vendors?  Will you be carrying accounts receivable and if so on what terms?  Will you increase your inventory and if so, at what percentage rate?  Will you set up a cash reserve account?  Will you be taking an owner draw (if not incorporated), or if incorporated, will you be taking dividends at the year end?  Will you need to make a significant equipment purchase in the upcoming months? 

D.  PRO FORMA BALANCE SHEET
The balance sheet can be compared to a picture of a business's financial condition on a particular day.  This statement is a list of assets (at your cost), your liabilities (debts), and your equity in the business (cash or equipment value invested plus [minus] net income [loss].  The equation for a balance sheet is:

ASSETS = LIABILITIES + OWNERS EQUITY (OE)
The balance sheets are used to detail the assets required to support the projected level of operations and, through liabilities, show how these assets are to be financed.  Investors and bankers look to the projected balance sheets to determine whether debt-to-equity ratios, working capital, current ratios, inventory turnover, and so forth are within the acceptable limits required to justify the future financing required by this business.

Pro forma or projected balance sheets should be prepared at the start-up (including any loan information), semi-annually for the first year, and at the end of the each year of the next three years of operation.  Develop a draft beginning balance sheet and fill in the year-end pro forma balance sheet after a pro forma income statement has been created.

For currently operating businesses, fill-out or attach a current balance sheet and attach three years previous balance sheets. 

NOTE: If buying a business, obtain income statements, balance sheets, and tax returns for the past three years.  Have a third party (such as your SBDC counselor) analyze and render an objective opinion.

PRO FORMA BALANCE SHEETS
	
	
Start-Up
	
Year 1 End
	
Year 2 End
	
Year 3 End

	ASSETS:
	
	
	
	

	   Current Assets: (short-term)
	
	
	
	

	      Cash
	
	
	
	

	      Accounts Receivable
	
	
	
	

	      Inventory
	
	
	
	

	      Prepaid Expenses
	
	
	
	

	      Other Current Assets
	
	
	
	

	         Total Current Assets
	
	
	
	

	   Fixed Assets: (over 1 year)
	
	
	
	

	      Land
	
	
	
	

	      Buildings
	
	
	
	

	      Equipment
	
	
	
	

	      (Less Accum. Depreciation)
	
	
	
	

	      Other Fixed Assets
	
	
	
	

	         Total Fixed Assets
	
	
	
	

	TOTAL ASSETS
	
	
	
	

	
	
	
	
	

	LIABILITIES:
	
	
	
	

	   Current Liabilities:
	
	
	
	

	      Accounts Payable (short term)
	
	
	
	

	      State and Federal Taxes Due
	
	
	
	

	      Current Portion of Note Pay.
	
	
	
	

	          Total Current Liabilities
	
	
	
	

	   Long-Term Liabilities
	
	
	
	

	      Notes Payable to Bank
	
	
	
	

	      Mortgages Payable
	
	
	
	

	      Other Long-Term Liabilities
	
	
	
	

	         Total Long-Term Liabilities
	
	
	
	

	TOTAL LIABILITIES
	
	
	
	

	
	
	
	
	

	OWNER'S EQUITY:
	
	
	
	

	      Cash or Asset Value Invested
	
	
	
	

	      Retained Earnings (Loss)
	
	
	
	

	TOTAL OWNER'S EQUITY
	
	
	
	

	TOTAL LIABILITIES & OE
	
	
	
	


E. WORKSHEET ASSUMPTIONS
List all assumptions from the income statement and cash flow in the space below.

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

F. BREAK-EVEN ANALYSIS  
The break-even point is the level of sales at which total sales of good/services covers your total costs and operating expenses.  At this point, you have a definite target that you can plan to reach by carefully reasoned steps.  Many businesses have destroyed themselves by ignoring the need for break-even analysis.  It is essential to remember:


        - INCREASED SALES DO NOT NECESSARILY MEAN INCREASED PROFITS -
1. 
The formula for determining the number of one type of product/service needed to sell to break‑even at a certain level of variable expense (markup) is as follows:

Selling Price (SP)                    = 

Number of units required to 

Direct or Variable Costs (Cost of Goods) 
sell to break even


2. 
The formula for determining the dollar amount needed to sell to break even based on a business’ fixed costs (those costs not related) in 3 steps:

a.

Total Sales less Total Cost of Goods   =  Total Gross Margin


b.

Gross Margin = 
Gross Margin % 

Total Sales
     
(leave in decimal form)

c.

Total Fixed Costs 
=
Dollar amount needed to break‑even

Gross Margin %

(decimal form)

All of the above figures may be taken from the pro forma spreadsheets.

BREAK‑EVEN ANALYSIS (Continued):
1. Number of Units Required to Break‑even:

Selling Price


(SP)_____________  =    #__________

Cost of Goods

(COG)



2. Minimum Revenues Needed to Break‑even:

a.
Total Sales  ___________  -   Cost of Good  ___________  =

  Total Gross Margin  _____________

b.
Gross Margin = GM %   
(GM) _____________ = ____________(decimal) 

Total Sales


(TS)  _____________

c.
Total Fixed Costs = $ needed
(FC) ____________ = $ ____________

GM% (decimal)


(GM%)

SUMMARY
Go back and verify that all the pages have been completed to satisfy your unique business situation and purpose for the plan.  Write you Executive Summary and the Table of Contents to match the plan.  Gather all your supporting documents - resumes, pictures, appraisals, or anything else that would help our plan - and include them in the last section of the plan called SECTION THREE -SUPPORTING DOCUMENTS.

Once your draft is complete, you may then put this plan into a finished and professional format for your bank or investor(s), or for your business' use in goal planning.


A GOOD BUSINESS PLAN, 


THAT IS  UPDATED PERIODICALLY, 


MAKES THE MOST POWERFUL FINANCING PROPOSAL A SMALL BUSINESS CAN HAVE.
APPENDIX A







THE BEST WAY TO ENHANCE YOUR CHANCES OF SUCCESS IS TO PLAN AND FOLLOW THROUGH ON YOUR PLANNING.
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