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Components Income Statement Marketing
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Trends Cash Flow Projection  Operating Expenses
Traditional Marketing 10, page 165 Marketing Buiget
Chapter 7: Target Market Tactics (Chapter 10, p. 162-183)
Income Statement Profit Margin, Marketing
121 Chapter 8: The Competition Cash Flow Projection  Operating Expenses
i Marketing Budget 10, pages 182183 Income Statement Marketing, Travel/Entertainment,
. Chapter 9: Strategic Position & i S
Risk Assessment
Cash Flow Projection  Operating Expenses
__ Chapter 10: Marketing Plan & Sales Projections 10, pages 184185 Income Statement Sales, Commissions
Sales Strategy Facilities 11, page 193 Income Statement Rent, Utilities, Maintenance
Cash Flow Projection  Operating Expenses, Other Expenses
5 Chapter 11: Operations
Balance Sheet Fixed Assets, Depreciation
215 Chapter 12: Technology Plan Production 11,page 196197 Income Statement Cost of Goads, Salariss,
Employee Benefts, Payroll Taxes
_ Chapter 13: Management & Cash Flow Projection  Operating Expenses
Organization 11, page 198 Income Statement Depreciation, Equipment Rental,
Furniture and Equipment
Chapter 14: Social Cash Flow Projection  Operating Expenses, Equip. Purchase
Responsibility & Sustainability
Balance Sheet Fixed Assets, Depreciation
Chapter 15: Development, Supply and Distribution 11, page 202 Income Statement Cost of Goods, Comissions
Milestones & Exit Plan Cash Flow Projection  Cost of Goods, Operating Expenses
Order Fulfilment 11, page 204 Income Statement Postage and Shipping, Returns and
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[aY < Section II: Business

Globalization: Financial Considerations

Go to Section Il: Business Plan
Components

Capien v iuusuy Anayss o
Trends

Chapter 7: Target Market Anser the following questions if you will be dealing with foreign currencies, conducting international operations, or selling your products or services internationalls.

Have you accounted for the way exchange rates vil affect your financial analysis and projections?
Chapter 8: The Competition

Chapter 9: Strategic Position &

7
Risk Assessment Howstable are the foreign currencies you will be dealing with? Are they historically consistently stable or do rates

fluctuate greatly? Is there poltical or social unrest that could affect the value of the currency in the areas where you

Chapter 10: Marketing Plan & plan to operate?
Sales Strategy

9 Chapter 11: Operations

Ave there any unique start-up costs associated with doing business in some regions?
219 Chapter 12: Technology Plan

Chapter 13: Management &
Organization

Ave there unique tax or taiff considerations you should be aware of n the countries where you plan to operate?

Chapter 14: Social
Responsibility & Sustainability

,.. Chapter 15: Development, What seasonal factors will affect financial projections or cause revenue fluctuations in the regions in which you plan

Milestones & Exit Plan to operate?

Chapter 16: The Financials
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Ave there any unique start-up costs associated with doing business in some regions?

[aY < Section II: Business

a  Goto Section l: Business Plan

Components
o Gnapte v muusuy Aiayss o . Ave there unique tax or taiff considerations you should be aware of n the countries where you plan to operate?
Trends

Chapter 7: Target Market

What seasonal factors willaffect financial projections or cause revenue fluctuations in the regions in which you plan
Chapter 8: The Competition proj g youpl

to operate?

Chapter 9: Strategic Position &
Risk Assessment

__ Chapter 10: Marketing Plan & Wil you be paying any staffin a foreign currency? It so, what are the average pay rates for the positions you plan to

Sales Strategy 1ill? Are there expected region-specific benefits you need to be aware of?

9 Chapter 11: Operations

219 Chapter 12: Technology Plan
Whatare the average costs of supplies, goods, or services that you may purchase locallyif working intemationally?

Chapter 13: Management & Would it be more economicalin some cases to purchase goads in the United States and ship them to intemational
ion locations?

Organ

Chapter 14: Social
Responsibility & Sustainability

Other forms include:
Chapter 15: Development,

= Sources and Use of Funds. Shows where you will get financing for your business and how you will spend the money' invested or lent. A potential investor or loan officer will want to see this
Milestones & Exit Plan

= Break-even Analysis. Shows the point at which sales exceed costs and you begin to make a profit. Advisable for interal planning

Chapter 16: The Financials |
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[AY < Section II: Business ...

Go to Section I: Business Plan
Components Other forms include:
itapien U sty Aalysis o

+ = Sources and Use of Funds. Shows where you will get financing for your business and how you will spend the money' invested or lent. A potential investor or loan officer wil want to see this.
L = Break-even Analysis. Shows the point at which sales exceed costs and you begin to make a profit. Advisable for interal planning

Chapter 7: Target Market

Chapter 8: The Compet

ion

Chapter 9: Strategic Position & = Start-up Costs. For a new business shows the initial investment necessary to begin operations. A Start-Up Costs form can be found in Chapter 11, on page 213, and should be included in your completed
Risk Assessment business plan.

= Assumption Shee. Shows those reading your financial statements how y0u determined the figures used. A good adjunct to other forms.
Chapter 10: Marketing Plan &

Sales Strate .
ales Swateay Time Frames Your Forms Should Cover
Generally, investors want to see financial projections for three to five years in the future, plus historical records of the past three to five years for currently operating businesses. If possible, find out what periods your
Chapter 11: Operations lending institution or potential investor wants to see and prepare your forms accordingly. Otherwise, prepare forms to cover the time frames cited below.

= Income Statements. First year: monthly projections. Years fwo and three: quarterly projections. Years four and five: annual projections. Existing businesses: actual annual income statemens for the last thrce years.
Chapter 12: Technology Plan = Cash Flow Projections. First year: monthly projections. Years tiwo through three: quarterly projections.

= Balance Sheet. First year: quartrly projections. Years i throvgh five: annval projections. Existing businesses: current balance sheet and actual balance sheets for the lastfvo years.
Chapter 13: Management &

Organization «
Twant to see detailed month-to-month reports for the first year, and quarterly projections for the next two to three years. After three years, the numbers become less significant.”
_ Chapter 14: Social Eugene Kleiner
Responsibility & Sustainability Venture Capitalist
_ Chapter 15: Development, . .
Milestones & Exit Plan General Financial Terms
‘The terms that follow are frequently used in financial forms. If you are in business, you should have a working knowledge of these terms
Chapter 16: The Financials ‘Even if you're familiar with financial statements, take a few minutes to update your understanding of these key words; and if you've never produced (of reviewed) a financial statement before, study these terms
‘until you feel comfortable with them.
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General Financial Terms
‘The terms that follow are frequently used in financial forms. If you are in business, you should have a working knowledge of these terms

‘Even if you're familiar with financial statements, take a few minutes to update your understanding of these key words; and if you've never produced (or reviewed) a financial statement before, study these terms
until you feel comfortable with them.

Accounts Payable. Obligations owed to others; list of outstanding blls

Accounts Receivable. Obligations owed to your company by others; 2 lst of outstanding invoices.

Accumulated Depreciation. The amount of depreciation a company has already taken in the form of tax deductions; such accumulated depreciation must be accounted for when selling fixed assets.

Assets. Anything the company owns having a positive monetary value.

Cash. Immediately available money in the form of currency, checks, or banik deposits

Cost of Goods. Expenses directly associated with producing and making a specific product. Companies differ as to which expenses they attribute to cost of goods, but generally items such as source materials, direct

1abor, and freight are included.

= Cost of Sales. Expenses directly associated with selling a product or service. This typically includes items such as sales commissions, distributors” fees, and so on, but does not generally include more indirect costs
such as marketing

® Current Assets. Assets that can be converted quickly, with relative ease, to cash; these assets are designed to be tumed over in the normal course of doing business, such as bank deposits, inventory, and accounts
receivable.

= Current Liabilities. Any bills, debts, or obligations occurring in the ongoing course of business; any debt due within the next year. Includes accounts payable, accrued payroll expenses, and loans and credit lines

with less than one year's maturity date.

Debt. An ongoing obligation of the company, such 25 2 bank loan.

Depreciation. The wear and tear on fixed assets — not a cash expenditure, but an ongoing expense of the business s equipment wears down. A tax deduction.

‘Equity. Ownership of 2 company, usvally distributed by means of shares of stock. A person who owns part of a company is said to have an equity interest in the compan.

‘Exchange rate. The price at which one currency is converted to be received in another currency. For example, if 100 US dollars are worth 120 Australian dollars, the exchange rate is 1.2, and if 100 US dollars are

worth 80 Euros, the exchange rate is 0.3,

Fixed Assets (or Property, Plant, and Equipment). Assets that are the ongoing means of doing business; such assets are generally cumbersome to turn into cash: includes buildings, land, and equipment.

Fixed Costs. Ongoing expenses or overhead of 2 business that occur regardless of the amount of sales. These expenses usually include items such as rent,tilities, and salaries

‘Gross Profit. Percentage of income your company'realizes on each sale before administrative expenses.

Liabilities. Any outstanding obligation or debt of the company

Long Term Liabilities. Loans and other debts that come due in more than a year's time. This year's interest payments on such loans, or debt service, are included in Current Liabilities.

Net Profit. Amount of income after deducting all costs of doing business, including administrative overhead and other fixed costs

Net Worth. Value of a company after deducting liabilities from assets

Other or Intangible Assets. Aspects of your company that have value not easily interpreted in specific monetary terms or directly convertible to cash: assets such as a popular trademarked name and the goodwill 2

‘company has built up over time.

‘Profit. Amount a company eams after expenses.

= Pro Forma. Financial statements based on projected future performance rather than actual historical data

= Retained Earnings. Net worth amount the company keeps internally for ongoing development of the business rather than distributing to shareholders.
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Tt was years before we were profitable, but we had good cash flow that we managed well. We paid back the initial investment before we were even profitable.”

fagl < Section II: Business ... Kay Koplovitz
Chair, Kate Spade

Go to Section II: Business Plan

”
Components Financial Symbols

o vnape v sy Ayt o ~ The symbols below commonly appear on financial forms:
Trends

() Numbers appearing in parentheses are neg
-~ Single lines represent subtotals

Double lines represent totals
000's This indicates that numbers are expressed in thousands.

ive numbers; they represent losses.

Chapter 7: Target Market

Chapter 8: The Competition
Chapter 9: Strategic Position & Guidelines for Preparing Your Financial Forms
Risk Assessment In preparing your financial forms, you will almost certainty have questions as to how to attribute certain expenses for your business. You might wonder whether you should ascribe sales commissions to cost of goods
sold or to operating expenses. Accounting practices differ, so follow these guidelines:
__ Chapter 10: Marketing Plan & 1. Be conservative. Avoid the tendency to paint the rosiest picture possible; doing so reduces your credibility
Sales Strategy 2. Be honest. Experienced financing sources will sense dishonest or manipulated figures; expect to be asked to justify your numbers.

3. Don’t be creative. Use standard formats and financial terms; otherwise you look inexperienced to financing sources

Chapter 11: Operations. & Get your accountant’s advice.

5. Follow the practices used in your industry.
Chapter 12: Technology Plan
6. Choose the appropriate accounting method.

Chapter 13: Management & 7. Be consistent. Make a decision and stick with it for al your accounts, otherwise you can't compare one year's figures to another.

Organization
Staffing Budget
., Chapter 14: Social In many companies, the costs associated with employees are often the largest expenses of the business. In any company, labor costs are a critical issue. When planning a business, it's easy to underestimate or overlook
Responsibility & Sustainability Iabor costs.
_ Chapter 15: Development, Number and Timing
Milestones & Exit Plan ‘You must first figure out how many employees you will need and exactly when you will need them. It s easy to underestimate this number, anticipating that you wil only hire outstanding employes, all of whom will

work to maximumm capacity. But remember, employees will probably not work as hard or as long as you do, s0 don't plan your expenses based solely on your own level of productiviy

‘Some industres, such as those in the service sector, are particularly labor intensive. And in a smal business, customers often expect very high levels of personal service, which can mean higher staffing levels. Even
if yours s a sole proprietorship, you may occasionally need to hire some assistance, and you should plan accordingly.

Chapter 16: The Financials

= Al
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Number and Timing
You must first figure out how many employees you will need and exactly when you will need them. Tt is easy to underestimate this number, anticipating that you will only hire outstanding employees, all of whom will
work to maximumm capacity. But remember, employees will probably not work as hard or as long as you do, s0 don't plan your expenses based solely on your own level of productiviy

‘Some industres, such as those in the service sector, are particularly labor intensive. And in a smal business, customers often expect very high levels of personal service, which can mean higher staffing levels. Even
if yours s a sole proprietorship, you may occasionally need to hire some assistance, and you should plan accordingly.

If yours is a new business, you may want to talk with entrepreneurs in existing businesses about the level and timing of their personnel, to help you devise your own projections. If you are changing the direction of
‘an existing business, how will jour new needs affect your staffing levels and deployment? Will current employees be able to be trained for new tasks, or will net staff need t0 be hired?

Not all emploees will be hired at once, and not all employees wil be permanent The staffing budget allows you to change the number of workers in each category, depending on the actual month(s) they work.
You may have seasonal work that requires additional stff for some portions of the year. Timing your hiring can be very important in making certain you are adequately prepared for our workloads. Most peopie, even
those who have been in business for a long time, underestimate the time it will take to hire and train new staff. Allow yourself realistic lead-time for staff recruitment, and don’t forget to account for the costs of any
temporary help you may need until permanent staff s in place.

Also, it's almost inevitable that you will at some point hire people who do not perform well. There will be costs associated with dismissing employees. These costs may include temporary help to fill their slots
while you seek replacement and any severance pay that is required by their contract

Benefits and Taxes

One of the first things you will need to do is to figure out the benefits that you will need and want to attract and retain qualified staff. These benefits may include health, life, dental, or disability insurance; pension
‘benefits; and paid vacation.

Some employee costs are required by Law. Check with your state’s department of labor to find out about mandatory benefits, such as workers® compensation. There will also be payroll taxes, which can add a
substantial amount to you total employee costs. You may want to talk with an accountant or lawer to learn what costs to anticipate with regard to benefits and taxes.

it

The Staffing Budget worksheet on pages 296-297 will help you plot out allthe labor costs associated with your business. The worksheet is presented in a monthly format to enable you to reflect the changes in
your staffing, depending on when you hire new employees, add new divisions, or use seasonal or variable labor.

it

The information in the Staffing Budget transfers to the Salaries and Wages, Employee Benefits, and Payroll Taxes lines on your Income Statement, pages 300-303. The supplemental Business Plan Financials
‘package available from wvww PlanningShop.com includes the Staffing Budget and will automatically handle these calculations and transfers for you.

Cash Proiections v

® B
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The information in the Staffing Budget transfers to the Salaries and Wages, Employee Benefits, and Payroll Taxes lines on your Income Statement, pages 300-303. The supplemental Business Plan Financials
‘package available from wvww PlanningShop.com includes the Staffing Budget and will automatically handle these calculations and transfers for you.

Cash Projections

An important fact to remetnber when preparing your financial projections is that you will often not receive full payment at the time of an actual sale or transaction. Projecting cash flow solely on the sales made, rather
than cash actually received, will leave you seriously short on money

Some industries have particularly long lag times between orders and payment. This can be especially true in manufacturing companies. A clothing manufacturer, for instance, may make sales many months before
‘payment is due. Even in retail you may find that you establish some credit accounts for very large or repeat customers and these customers take longer to pay

«
"Projections are actually far less important than the assumptions to projections. Generally, poor financials tend to be negative indicators rather than good financials being positive indicators. Are you
assuming you'll get an 80% market share when there’s no way you'll get 10%? Do you think that way?”

Andrew Anker
Venture Capitalist

‘Your business may allow payment terms over a number of months, or the type of work you do may make payment over time a necessity. In almost any company, some customers will be slow payers. While most
customers may pay within 30 days, some may take as much as 120 days, and some will never pay at ail For instance, if you make a $10,000 sale in the month of February, you may only receive a deposit of $2,500 in
February, with the rest paid as partial payments through June. OF course, you can try to reduce the amount of slow or nonipayers by requiring larger percentages of payment at the time of sale or elivery or by charging
interest on unpaid balances, but it is stil necessary to anticipate actual payment patterns in our cash flow projections.

1t's also a good idea to differentiate between the income of each product o service line. While it may seem like 2 bit more work to keep track of each product line’s or service line’s income separately, this
information will help you make decisions about the long-term direction of your company and better understand exactly where your profits come from

it

Complete the Monthly Cash Income Projections worksheet on page 295. The information from this worksheet can then be transferred to your “Cash Flow Projection” forms and to your “Income Statement”
forms if you operate your business on a cash, rather than accrual, accounting basis. If yours is an existing business, reviexw your past records to determine the average payment pattern to use in this form. If you are
‘new to business, check with others in your industry to see what are typical payment patterns. Be conservative in your projections. It always better to find out that you have more cash than you anticipated rather than
less.

Income Statements

‘The Income Statement i also frequently called either 2 Profit and Loss statement — P&L — or an Income and Expense statement This form shows horw profitable your company is — how much money it will make
after all expenses are accounted for. It does not give a total picture of what your company is worth overall, or its cash position. v
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‘The Income Statement i also frequently called either 2 Profit and Loss statement — P&L — or an Income and Expense statement This form shows horw profitable your company is — how much money it will make
after all expenses are accounted for. It does not give a total picture of what your company is worth overall, or its cash position.
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A company can be losing money but stil be worth 2 great deal because it owns valuable property, or it can be profitable but still not have enough cash to pay its bills due to cash flow problems. An income
statement does not reveal either of these “hidden” situations

‘You read an income statement from top to bottom. The first line accounts for sales. Each subsequent line represents deductions from income. The result s the company’s profit (or, possibly, loss)

To prepare an income Statement, accumulate detailed information about your sales and expenses. Specific lines on the form should miror the categories by which you maintain your ongoing accounts. When
‘completing the income statement, refer o the previous list of financial terms

Additionally, note these references:

Gross Sales. Total sales from all product line categories.
‘Employee Benefits. Items such s health and dental insurance; any other benefits with specific costs associated.

Professional Services. Attomeys, accountant's, designers’. technology specialists’, and consultant’s fees.

Marketing. Advertising and marketing expenses other than Travel, Entertainment Meals, which may have different tax treatments; transfer this figure from your Marketing Budget worksheet in Chapter 10.
Maintenance. Janitorial or cleaning services, regular maintenance programs of service contracts, and repairs

«
‘What kind of numbers do we like to see? The more mature a business is, the more we rely on numbers. For a newer business, the numbers matter less and the words matter more.”

Corporate Banker

= Depreciation and Amortization. The value of either fixed assets (depreciation) or intangible assets (amortization) that s allocated as a yearly expense or eemed to be lost each year through use or obsolescence v/
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A company can be losing money but stil be worth 2 great deal because it owns valuable property, or it can be profitable but still not have enough cash to pay its bills due to cash flow problems. An income
statement does not reveal either of these “hidden” situations
‘You read an income statement from top to bottom. The first line accounts for sales. Each subsequent line represents deductions from income. The result s the company’s profit (or, possibly, loss)

To prepare an income Statement, accumulate detailed information about your sales and expenses. Specific lines on the form should miror the categories by which you maintain your ongoing accounts. When
‘completing the income statement, refer o the previous list of financial terms

Additionally, note these references:

Gross Sales. Total sales from all product line categories.
‘Employee Benefits. Items such s health and dental insurance; any other benefits with specific costs associated.

Professional Services. Attomeys, accountant's, designers’. technology specialists’, and consultant’s fees.

Marketing. Advertising and marketing expenses other than Travel, Entertainment Meals, which may have different tax treatments; transfer this figure from your Marketing Budget worksheet in Chapter 10.
Maintenance. Janitorial or cleaning services, regular maintenance programs of service contracts, and repairs

«
‘What kind of numbers do we like to see? The more mature a business is, the more we rely on numbers. For a newer business, the numbers matter less and the words matter more.”

Corporate Banker

Depreciation and Amortization. The value of either fixed assets (depreciation) or intangible assets (amortization) that is allocated as a yearly expense or deemed to be lost each year throvgh use or obsolescence.
Tnsurance. Insurance premiums such as those for liability, malpractice, auto, or equipment insurance. Excludes insurance included in Employee Benefits line

‘Telephone/ Telecommunications. Costs of telephone and telecommunications services. Costs of Internet access can go in this line or in Utilties.

Office Supplies. Usual office or business supplies, rather than the materials necessary to produce the item for sale.

‘Travel. Costs of necessary business travel, including airfare, hotels, taxis, and 5o on; auto expenses (which may have different tax treatment) can go here or on  separate line

Entertainment/Meals. Costs of entertaining customers, potential customers, and employees; including events, parties, meals, and the like. These expenses typically are only partially tax deductible.

Complete the income statements on pages 300~303. Document income on a monthly (first year), quarterly (frst two to three years), and annual basis (years four and five). If necessary, adjust the form to meet the
‘needs of your company’

The supplemental Business Plan Financials package available from wiww PlanningShop com includes the Income Statement worksheets and will automatically handle calculations and transfers from other
worksheets for you.

Cash Flow Projections

For almost every business, cash flow analysis is the single most important financial assessment. After all if you can't pay your employees, your bills, or yourself, you're not going to stay in business long. and you're
certainly not going to sleep very well at night

‘The cash flow projection s not about profit — it's about how miich money you have in the bank It doesn't tell you whether your company will show an overall profit at the end of the year or how many orders v
are niacing it inctead aives 2 real-fifa ietire 0f he mone saing in and ot af vanr hisiness on 2 manthfs hasic M=
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Cash Flow Projections
For almost every business, cash flow analysis is the single most important financial assessment. After all if you can’t pay your employees, our bills, or yourself, you're not going to stay in business long, and you're
certainty not going to sleep very well at night

‘The cash flow projection is not about profit — it’s about how much money you have in the bank. It doesn't tell you whether your company will show an overall profit at the end of the year or how many orders you
are placing, but instead gives a real-life picture of the money going in and out of your business on a monthly basis.

Cash flow analysis is particularly important for seasonal businesses, those with large inventories, or those that sell much of their merchandise on credit. You must plan for the slow months and for the long time lag
betiveen paying for materials and actvally realizing cash receipts

«
‘Spreadsheets lie... fail to take into account all the unexpected and unpleasant surprises that inevitably happen.... Once you've developed your annual projection, cut your sales by 40% and raise your
‘expenses by 50% and make sure you've got cash to weather that scenario.”

Seth Goldman
Cofounder, Honest Tea

‘Maintaining historical cash flow records gives 0 an idea of what to expect i certain months ofthe year and helps you plan future cash management. Get n the habit of keeping monthly cash flow accouts.

In preparing these forms, separate out cash you receive from doing business (sales) and the cash you get from taking out loans or receiving investments (financing). This will give you 2 better sense of where your
‘money s coming from and how much you are relying on credit Note these items used in your cash flow analysis:

Cash Sales. Sales made for immediate payment or prepayments.

Collections. Income collected from sales made in a previous period.

Tnterest Income. Income paid from bank and other interest-bearing accounts.

Loan Proceeds. Income from bank loans and other credit ines.

Cost of Goods. Actual payments made on items in this category. Cash and accrual accounting methods treat this line differently: consult your accountant.

Operating Expenses. Actual payments made on items in this category, minus depreciation (as depreciation is not an actual cash payment). Since cash and accrual accounting methods treat this line differenty

‘consult your accountant

Reserve. Money put into accounts for future, unanticipated expenses.

= Owner’s Draw. Money paid to owner in lieu of salary in a proprietorship, or money otherwise distributed to owners (except for expense reimbursement). In a corporation it i called a dividend and paid from after-
tax income. Since this income to the owner is subject to federal and state taxes, your accountant may suggest that you add a provision for taxes to the income tax line on the cash flow form.

= Net Cash Flow. Money left over after all disbursements have been deducted from all cash received.

= Opening Cash Balance. Amount of money in the bank at the beginning of the month being evaluated: should be the same as the previous month's ending cash balance.

Complete the cash flow analysis, on a monthly basis for the first year (or two) and quarterly for the next year. The supplemental Business Plan Financials package available from wivww PlanningShop com includes
the Cash Flow worksheet and will automatically hande calculations and transfers from other worksheets for you.

«
‘Cash flow is the only thing you worry about for the first four years anyway. Do cash projections! It was six months before I did profit and loss statements. The only number that matters is whether

‘you can pay the bills.”
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CASH RECEIPTS
Income from Sales
Cash sales
Collections
Total Cash from Sales
Income from Financing
Interestincome
Loan proceeds
Total Cash from Financing
Other cash receipts
TOTAL CASH RECEIPTS
CASH DISBURSEMENTS
Expenses
Inventory
Operating expenses
Commissions/retums & allowances
Capital purchases N
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TOTAL CASH RECEIPTS

CASH DISBURSEMENTS
Expenses

Inventory

Operating expenses

Commissions/returns & allowances

Capital purchases

Loan payments

Income tax payments

Investor dividend payments

Owner's draw

TOTAL CASH DISBURSEMENTS

NET CASH FLOW.

Opening cash balance

Cash receipts

Cash disbursements

ENDING CASH BALANCE
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Balance Sheet
For Company
For Period: Ending
ASSETS
Current Assets
Cash
Accounts receivable
Inventory
Other current assets
Total Current Assets
Fixed Assets
Land
Facilities
Equipment
Computers & telecommunications
Less accumulated depreciation)
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Facilities
Equipment
Computers & telecommunications
Less accumulated depreciation)
Total Fixed Assets
Other Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities
Short-term notes payable
Income taxes due
Other current liabilties
Total Current

Long-Term Liabilities
Long-term notes payable
Other long-termliabiliies
Total Long-Term

Net Worth
Paid-in capital
Retained earnings
Total Net Worth

TOTAL LIABILITIES AND NET WORTH

Include inthe Financial section of your business plan.
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Balance Sheet

For those who are new to business, the balance sheet s probaby the least understood of the financial forms. In essence, the balance sheet gives a snapshot of the overall financial worth of the company — the value of
allits various components and the extent of al its obligations
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[AY < Section II: Business ... Balance Sheet

For those who are new to business, the balance sheet is probably the least understood of the financial forms. In essence, the balance sheet gives a snapshot of the overall financial worth of the company — the value of
” Go to Section II: Business Plan all its various components and the extent of all its obligations.

Components ‘The balance sheet accounts for all the company’s assets minus all the company’s Hiabilities. The remaining amount (if any) is figured to be the net worth of the compary. The net worth is then distributed either as
e U sty Aalyis o ~ belonging to the owners of the company — equity — or as retained camings for the company to use. These allotments are listed in the Liabilites category. Once you do this, the amouats in the Assets and Liabilties

Trends categories are equal: They balance.
‘While entrepreneurs rarely view the balance sheet as a planning tool, bankers and investors rely on the balance sheet to give them a fuller picture of the company’s value. Only on the balance sheet can one see the
Chapter 7: Target Market worth of existing property and equipment. Some companies own valuable land or buildings that far exceed the income of the actual business; other businesses own expensive machinery. Vet others may be profitable but
heavily in debt.

Chapter 8: The Compet

ion

Chapter 9: Strategic Position & tm

Risk Assessment

Chapter 10: Marketing Plan & See the Balance Sheet worksheet on page 309.
Sales Strategy ‘Refer to the General Financial Terms section at the beginning of this chapter for an explanation of the items listed on the balance sheet.

‘Additionally, note that the balance sheet uses these terms

Land. Often broken out separately on a balance sheet, because, unlike other property — such as buildings — land is subject to different tax treatment and often retains higher value.
Facilities. The value of all buildings, warehouses, or physical property ovwned by the business, excluding land and equipment.

‘Short-term notes payable. Debs that are typically due to be paid off within a year. This includes lines-of-credit and other operating credit other than accounts payable

Other current liabilities. Other debts oed, including accounts payable.

Chapter 11: Operations

Chapter 12: Technology Plan

Chapter 13: Management & —
Organization ‘Sources and Use of Funds
Complete the following form to describe how much money you are seeking and how you will use the funds raised. Be as specific as possible: If you know what equipment you are going to buy, list it if you have
aloan from the First State Bank, for example, state the name of the lending institution, amount, and terms.

Chapter 14: Social
Responsibility & Sustainability Number of funding rounds expected for fullfinancing:

Total dollar amaunt being soughtin this round:

Chapter 15: Development,

Milestones & Exit Plan Sources of Funds
Equity Financing:
Chapter 16: The Financials Preferred Stock
. Common Stock: = [0

09 []A ® B
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Numbers are merely the reflection of decisions you make.

How to Painlessly Deal with Numbers and Financial Forms

People in business usually fall into one of two categories: those who are fascinated with numbers, or those Wwho are frightened by them. If youre in the first category, you are probably delighted to finalty reach this
section. You may have even skipped previous sections to do this one. If you are one of those in the second category, however, you fe probably intimidated by the very prospect of having to fill in the forms encountered
in this chapter

Numbers Represent Your Decisions
‘Take heart: Numbers are neither magical, mysterious, nor menacing. They merely reflect other decisions you have made previously in your business planning. If you decided to advertise each week in your local
‘newspaper, there’s a number attached to that decision. If you projected sales at 2 certain level, there’s a number attached to that decision as well

‘Every business decision leads to a number, and, taken together, these umbers form the basis of your financial forms. But numbers themselves are not decisions. You cannot pull 2 number out of thin air, because the
financial forms you are completing call for a specific figure on a specific line. Rather, your numbers should always be the result of careful planning

«
Thad the chance to fund Google when it was just a four-to-five-person shop, and I passed. It seems pretty stupid in hindsight, but when it comes to something like that, you are making a bet, and it
just happened that Google caught fire. It's really hard to predict things like that.”

Damon Doe
Managing Partner
Montage Capital

Getting Control of Your Finances
‘Even if you are not responsible for preparing ongoing financial reports, you should have a working understanding of financial statements so that you can better control your company.

Financial statements provide you with the information you need to make decisions. Many managers mistakenly believe that they are in charge of the big picture, while bookkeepers and bean counters get caught up
with mere details. Numbers are ot just details: They are the vital signs of any business; you must understand your company’s numbers to realistically assess the condition of your business.

Read Your Financial Statements
Get in the habit of reading your financial statements at least monthis; and make sure you understand what you read. Track items such as sales receipts on 2 daily or weekly basis. Don't wait for reports to come back
from the accountants before knowing your cash position. You will find you have more confidence in your decisions if you comprehend the financial implications of each of your choices.

Try to view your financial statements in a relatively dispassionate manner. True, it is difficult, especially when you own your business, to keep emotions from clouding your abiity to properly examine y~;
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Complete the following form to describe how much money you are seeking and how you will use the funds raised. Be as specific as possible: If you know what equipment you are going o buy, list

aloan from the First State Bank, for example, state the name of the lending institution, amount, and terms.

Number of funding rounds expected for fullfinancing:

Total dollar amourt being soughtin this round:

Sources of Funds
Equity Financing:
Preferred Stock

Common Stock:

Debt Financin
Mortgage Loans:

Other Long-Term Loans

Short-Term Loans:

Convertible Debt:

Investment from Principals:

Uses of Funds.
Capital Expenditures:

Purchase of Property

Leasehold Improvements;

Purchase of Equipment/Furiture;

Other:

Working Capital:

Purchase of Inventory:

Staff Expansion

New Product Line Introduction;

Additional Marketing Activities:

Other Business Expansion Activites:

Other:

Debt Retirement:
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Submit this with the Financial section of your business plan.

‘When completing the balance sheet, you may find you need more help with this form than with any other, especially when trying to figure accumulated depreciation or the worth of inventory. Get help from your
‘accountant or have your accountant prepare the form. But you must still understand it.

Since much of the information on balance sheets does not change very quickly
‘monthly projections)

‘The supplemental Business Plan Financials package available from www PlanningShop.com includes the Balance Sheet worksheets and will automatically handle calculations and transfers from other worksheets
for you.

‘ou can prepare balance sheets primarily on a quarterly or annual basis (unless, of course, your potential funding sources want

«
‘A sure killer for a proposal s a plan that shows improper use of funds. If all the funds aren’t going to build the business, we're not inerested in financing it.”

Ann Winblad
Venture Capitalist

Sources and Use of Funds

If you are seeking outside financing, either through loans or investors, those contemplating giving you money will naturally want to know what you're going to do with the money you raise. They will also want to see
what other sources of money you have, if any, and whether you have contributed any of your own funds

To provide such information, devise a one-page description of the sources and use of funds. This can o in the business plan itself or can be sent with the cover lette to potential financing sources. It should tell 2
‘potential investor that you have specific plans for the money you raise, that you are not taking on debs or giving up equity thoughtlessly. and that you will use funds to make your business grow.

Your Sources and Use of Funds statement on page 311 is particularly helpful to you with investors or lenders if you show you are using your funds to start or expand a business rather than to offset existing
debts (a use that investors notoriously dislike), or if you already have some commitment of financing already from respected sources (which shows that other people believe in your company), or if you are
committing significant personal funds (which shows you believe in the project enough to take substantial personal risk).

In“Sources of Funds,” you should include both funds you have received to date and the amounts you are now seeking, clearly delineating each.

In preparing the “Sources and Use of Funds” statement, consider the following issues and terms:

Funding Rounds. The number of development stages at which you will seek financing from the investment community.

‘Total Amount. Amount of money sought in this round of financing. from all funding sources.

Equity Financing. Amount you wil raise by selling ownership interest in the company’

Preferred Stock. Outstanding stock for which dividends will be paid, before other dividends can be paid for common stock or before other obligations of the company'are paid; investors often want preferred stor'y,

S A ® B
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Sources and Use of Funds
1f you are seeking outside financing. either through loans or investors, those contemplating giving you money will naturally want to know what you're going to do with the money you raise. They will also want to see
what other sources of money you have, if any, and whether you have contributed any of your own funds.

To provide such information, devise a one-page description of the sources and use of funds. This can o in the business plan itself or can be sent with the cover lette to potential financing sources. It should tell 2
‘potential investor that you have specific plans for the money you raise, that you are not taking on debs or giving up equity thoughtlessly. and that you will use funds to make your business grow.

Your Sources and Use of Funds statement on page 311 is particularly helpful to you with investors or lenders if you show you are using your funds to start or expand a business rather than to offset existing
debts (a use that investors notoriously dislike), or if you already have some commitment of financing already from respected sources (which shows that other people believe in your company), or if you are
committing significant personal funds (which shows you believe in the project enough to take substantial personal risk).

In“Sources of Funds,” you should include both funds you have received to date and the amounts you are now seeking, clearly delineating each.
In preparing the “Sources and Use of Funds” statement, consider the following issues and terms:

Funding Rounds. The number of development stages at which you will seek financing from the investment community.

‘Total Amount. Amount of money sought in this round of financing. from all funding sources.

Equity Financing. Amount you wil raise by selling ownership interest in the company’

Preferred Stock. Outstanding stock for which dividends will be paid, before other dividends can be paid for common stock or before other obligations of the company'are paid; investors often want preferred stock.
‘Common Stock. Stock for which dividends are paid when the company is profitable and has paid preferred stock dividends and other obligations,

Debt Financing. Amouat of money you wil raise by taking out loans.

Long Term Loans. Loans to be paid back in more than a year's time.

Mortgage Loans. Loans taken out with property as collateral.

‘Short-Term Loans. Bridge loans, credit lines, and other loans to be paid back inless than a year

Convertible Debt. Loans that are later convertible to stock at the funder's option, giving both the security of a loan and the potential of stock.

Tnvestment from Principals. Amount of money that you or other ke employees are contributing to the company: this can be in the form of cash or property.
Capital Expenditures. Purchase of necessary equipment or property

‘Working Capital. Funds to be used for the ongoing operating expenses of the business,

Debt Retirement. Funds used to pay off existing loans or obligations

«
Tn the financials, T look for a well-prepared, well-annotated balance sheet. And T like an Assumption Sheet with the Income Statement, so T know exactly how those figures got there.”

Ann Winblad
Venture Capitalist
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Assumption Sheet

Financial forms are merely meaningless numbers unless they are based on decisions and facts. Your potential financing sources want to see how you arrived at your numbers and must be convinced that your
‘assumptions are reasonably accurate. If, for instance, you have indicated your sales at a certain amount, investors want to see what size you are assuming the market to be and what percentage of the market you are
‘assuming you will be able to secure. If those figures seem realistic, you increase your credibility: if those assumptions seem based on inaccurate numbers or overly optimistic projections, investors are going to look at
the rest of your plan with greater skepticism.

Tt is good discipline for you, as welL, to leam to develop an assumption sheet whenever you do financial projections. Otherise, you can be too easily tempted to write down figures that look good on paper but have
ltte to do with reality.

1f you have worked through the business planning process, putting together an assumption sheet should be  relatively easy task. You have alread asked yourself most of the questions called for on this form and
have the answers available to you.

An assumption sheet should list purely straightforward information: it does not require substantial detail or explanation. You do not even need to use sentences; just provide the data in each category. (You can use
the first setence, as written on the worksheet, on your own assumption sheet ) Be familiar with these assumptions 50 that you are ready to defend your assumptions when meeting with investors,

Complete the Assumption Sheet on pages 316-317 and include a finished Assumption Sheet at the conclusion of your financial forms in your business plan.

Break-Even Analysis

Finally, you want to determine how much income ou must eam o pay your expenses — at what point you break even. At the break-even point you are neither making a profit nor losing money: you have just covered
the cost of staing in business and making your sales. Most people neiw to business assume their break-even point is when sales equal the amount of fixed expenses: rent, telephone, insurance, and so forth. Fixed
expenses are easy to determine, since they are in place from the time you first open your doors, and they remain relatively stable regardiess of the amount of sales.

‘But because almost all sales have some costs associated with them, you must also figure the variable cost of sales into your break-even analysis; otherwise y0u do not have  true picture of your cost of doing
business

For instance, if you are a florist and your fixed expenses (rent. utilitis, salaries, and so on) are $20,000 2 month, it's not just enough to make $20,000 in sales: You would stil be losing money. You must pay for
flowers, vases, delivery, and commissions to floral wire services before you eam income on a sale. I these costs amount to ah average of 30% of the cost of each sale, at $20,000 in income, you're sill $6,000 in the
hole (520,000 in fixed expenses plus $6.000 in costs of goods).

«
“The best business plans are a combination of a PowerPoint presentation and a succinct and well-thought-out operating model, showing how the business would be run on the revenue and expense side.
‘The most important thing is that it based on the formula: revenue equals price times quantity. It should be a *bottom up’ financial model rather than “T'm going to get 10% of the market.” ™

Mark Gorenberg
Venture Capitalist
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«
“The best business plans are a combination of a PowerPoint presentation and a succinct and well-thought-out operating model, showing how the business would be run on the revenue and expense side.
‘The most important thing is that it based on the formula: revenue equals price times quantity. It should be a *bottom up’ financial model rather than “T'm going to get 10% of the market.” ™

Mark Gorenberg
Venture Capitalist

‘The total cost of goods keeps rising as your sales rise; unlike your fixed costs, the figure keeps changing and is harder to pin down. But your gross profit margin — the average percetage you earm on each sale after
direct costs are deducted — stays basically the same. (As you sell greater amounts, you may be able to increase your profit margin by receiving volume discounts; for the purpose of this exercise however, you can
‘assume a stable gross profit margin)

To determine an actual break-even point, you must know your:

= Fixed expenses
= Gross profit margin (average percentage of gross income realized after cost of goods)

‘Then, to figure the amount of total sales needed to break even, you work the equation:
Fixed Expenses = Total Sales x Gross Profit Margin (GPM)

on, saying the same thing:

Fixed Expenses
6PM

= Total Sales

In the above example of the florist, we know:

= Fixed Expenses = $20,000
= Gross Profit Margin (GPM) = 70% (since cost of goods is 30%)

So, the numbers would look like;

20000
0
Doing the arithmetic, we see that this florist must make $28.571 to reach the break-even point

A break-even analysis is an important tool for your intemal planning. However, it is not necessary for you to include a break-even analysis in a business plan submitted to outside funding sources. (OF course, there
is nothing wrong with including it if you wish.)

= Total Sales to Break Even

Break-Even Analysis

Monthly Total Fixed Expenses (FE):,
Gross Profit Margin, in percentage terms (GPM): %
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Chapter 7: Target Market

Chapter 8: The Compet

ion

Chapter 9: Strategic Position &
Risk Assessment

Complete the worksheet above to figure your own break-even point. The supplemental Business Plan Financials package available from www. PlanningShop.com will perform a break-even analysis for you.

Chapter 10: Marketing Plan &
Sales Strategy Chapter Summary
‘The financial portion of your business plan will consist mostly of the actual financial projections. You should include the following forms:

Chapter 11: Operations Income Statement

Cash Flow Analysis
Balance Sheet

Sources and Use of Funds

Assumption Sheet

Start-up Costs (for 2 new business)

‘Additionally, you will want to do a break-even analysis for your intemal planning.

Chapter 14: Social Tt is advisable to get professional help in putting together your financial forms and setting up accounts. Set good financial procedures in place from the beginning of your business and stick to them. If yours is an
existing business, review your procedures to make sure you have adequate control of billing and payments,

Getin the habit of reviewing your financial statements regularly and understanding what o read. Don'tleave the finances entirely up to others, and don't be intimidated by numbers

Chapter 12: Technology Plan

Chapter 13: Management &
Organization

Responsibility & Sustainability

Chapter 15: Development,
Milestones & Exit Plan Assumption Sheet

Chapter 16: The Financials
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[AY < Section II: Business ... Assumption Sheet

Go to Section II: Business Plan

" Components
R — —
Trends

The figures on the previous financial forms are based on the following assumptions:
Chapter 7: Target Market

SALES Year Year Year Annual Growth
Product Line § Units § Units § Units Rate %

Chapter 8: The Competition

. Chapter 9: Strategic Position &
Risk Assessment

__ Chapter 10: Marketing Plan &
Sales Strategy

9 Chapter 11: Operations Total

219 Chapter 12: Technology Plan Describe the projectad increase/decraase in salling price of each product line/service.

Chapter 13: Management &

Organization
PERSONNELMANAGEMENT
_ Chapter 14: Social Describe the number of employess and assumptions regarding total payrol pojected i the inancialforms.
Responsibility & Sustainability
. Chapter 15: Development, Describe key management positions to be added, and timing
" Milestones & Exit Plan
Chapter 16: The Financials H0SS PROFIT MARGIN
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PERSONNEL/MANAGEMENT

Describe the number of employees and assumptions regarding total payrall projected in the financial forms.

[AY < Section II: Business ...

a  Goto Section l: Business Plan

Components
R — — Describe key management positons to bs adde, and timing.
" Trends

Chapter 7: Target Market GROSS PROFIT MARGIN

Listthe projected gross profitmargin for each product ine or seice.

Chapter 8: The Competition

Chapter 9: Strategic Position &
Risk Assessment

Describe any major changes in cost of goods that are projectedto affect gross profit margin

Chapter 10: Marketing Plan &
Sales Strategy

Chapter 11: Operations. KEY EXPENSES

Describe the timing and costs of key projected expenses.
219 Chapter 12: Technology Plan
Plant Expansion or New Branches

Chapter 13: Management &
Organization Major Capital Purchases

Chapter 14: Social Major Marketing Expenses
Responsibility & Sustainability

Research and Development

Chapter 15: Development,
Milestones & Exit Plan

Other Key Expenses

Chapter 16: The Financials
FINANCING
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[AY < Section II: Business ...

Other Key Expenses
a  Goto Section l: Business Plan
Components FNANCING
o Gnapte v muusuy Aiayss o R Describe any financing debt loans) that are projected to be added o retired.
Trends

Chapter 7: Target Market

Chapter 8: The Compet Describe the interest rates assumed to be in effect forthese financial projections.

ion

Chapter 9: Strategic Position &
Risk Assessment

Chapter 10: Marketing Plan &

OTHER
Sales Strategy

Describe any other major developments that are assumed in creating your financial projections such as strategic

9 Chapter 11: Operations partnerships, competiive situation, etc.).

219 Chapter 12: Technology Plan

Chapter 13: Management &
Organization

Chapter 14: Social
Responsibility & Sustainability

‘Submithis with the Financial section of your business plan.
Chapter 15: Development,

Milestones & Exit Plan

Notes

Chapter 16: The Financials
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[AY < Section II: Business ...

Notes

Go to Section II: Business Plan

" Components
_ Crapter v, muusuy Aaysis —
Trends

Chapter 7: Target Market

Chapter 8: The Compet

ion

Chapter 9: Strategic Position &
Risk Assessment

Chapter 10: Marketing Plan &
Sales Strategy

Chapter 11: Operations.

Chapter 12: Technology Plan

Chapter 13: Management &
Organization

Chapter 14: Social
Responsibility & Sustainability

Chapter 15: Development,
Milestones & Exit Plan

Chapter 16: The Financials
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Trends

Chapter 7: Target Market

Chapter 8: The Compet

ion

Chapter 9: Strategic Position &
Risk Assessment

Chapter 10: Marketing Plan &
Sales Strategy

Chapter 11: Operations.
Chapter 12: Technology Plan

Chapter 13: Management &
Organization

Chapter 14: Social
Responsibility & Sustainability

Chapter 15: Development,
Milestones & Exit Plan

Chapter 16: The Financials

24 ]

Apps [ Microsoft Word Onli [3 NewTab () Steacsst Training S, @) Amy Account Overs

Read Your Financial Statements

Get in the habit of reading your financial statements at least monthis; and make sure you understand what you read. Track items such as sales receipts on 2 daily or weekly basis. Don't wait for reports to come back
from the accountants before knowing your cash position. You will find you have more confidence in your decisions if you comprehend the financial implications of each of your choices.

Try to view your financial statements in a relatively dispassionate manner. True, it is difficult, especially when you own your business, to keep emotions from clouding your ability to properly examine your
financial reports. If you know it has been 2 bad month, you may be tempted just to ignore that month’s cash flow or income staterhents. Don't

Set Policies and Stick with Them
Set financial policies in place and stick with them, in good times and bad. Many businesses, even big companies, get in trouble through inadequate billing and collection procedures. Stay on top of your finances,

If you are establishing accounts for the fist time, get professional assistance from an accountant or bookkeeper. A professional can set up your initial books, assist you in understanding financial terms, and give you
valuable advice on billing. payment. and payroll procedures.

Cash-Basis Accounting
‘One aspect of your business an accountant will help you decide is whether to set up your books on an accrual basis or a cash basis. Most smaller businesses are generally advised to use the cash-basis accounting
method, meaning that income and expenses are entered in the books at the time money actually changes hands.

‘Thus, if you receive a $5.000 order in January, but you don't receive payment until March, the $5,000 credit appears as income only on your March statements_ This gives a truer picture of your company’s ability to
meetits financial obligations than does accrual accounting

Success key terms

Accrual-Basis Accounting
‘An accounting method whereby income and expenses are entered on the books at the time of contract or agreement rather than at the time of payment or receipt of funds.

Cash-Basis Accounting
‘An accounting method whereby income and expenses are entered on the books at the time of actual payment or receipt of funds

Collateral
Assets pledged in return for loans,

Convertible Debt
Loans made to a company that can be repaid with stock ownership (or a combination of stock and cash), usually at the lender’s option.

Debt Financing
Raising funds for a business by borrowing, often in the form of bank loans.

Debt Service
Money being paid on a loan: the amount necessary to keep a loan from going into defauit.

Dishursements
Money paid out. v

® B
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‘Raising funds for a business by borrowing, often in the form of bank loans.
< Section II: Business ... Debe Service
Money being paid on a loan; the amount necessary to keep a loan from going into default
Go to Section II: Business Plan

” Disbursements
Components Money paid out.
_ raper v msusuy sy R X
Trends Funding Rounds

‘The number of times a company goes to the investment community to seek financing: each funding round is used to reach nei stages of company development.

Chapter 7: Target Market Net Worth
‘The total ownership interest in 2 company, represented by the excess of the total amount of assets minus the total amount of libilities.

121 Chapter 8: The Compel

ion ‘Working Capital
‘The cash available to the company for the ongoing operations of the business.

Chapter 9: Strategic Position &

Risk Assessment Accrual-Basis Accounting
‘With accrual-basis accounting. income and expenses are counted at the time they are originally transacted; thus, the $5,000 order would show as income in January. If payment is never made, additional accounting
Chapter 10: Marketing Plan & entries would Iater be made to write offthe loss. Larger businesses choose this accounting form to have a better sense of overall profitabiliy.

Sales Strategy
Globalization: Financial Considerations

@ Chapter 11: Operations Whenever you cross a country border, you cross financial borders as well. If you do business internationally, you will encounter a number of financially related issues, which are shown in the graphic below. You must
keep these in mind and plan for them.
219 Chapter 12: Technology Plan
‘GLOBAL FINANCIAL ISSUES
Chapter 13: Management &
Organization Foraign irancy Sichange Currency fluctuations
Chapter 14: Social Differing standard payment terms < Differing finance laws and terms
Responsibility & Sustainability ‘,‘
_ Chapter 15: Developrment, Additional taxes o tarlffs / Customs charges
“ Milestones & Exit Plan \ »
Banking costs and practices Interestrates
253 Chapter 16: The Financials
> Security of funds Potential inflation v
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. . keep these in mind and plan for them.
[AY < Section II: Business ...
GLOBAL FINANCIAL ISSUES
 Goto Section I Business Plan
Components
R Forelgn currency exchange Qumency Puctuations
Trends
Differing standard payment terms /‘ Differing finance laws and terms
Chapter 7: Target Market ]
Additional taxes or tariffs Customs charges

Chapter 8: The Compet

ion

Banking costs and practices
Chapter 9: Strategic Position &

Risk Assessment Security of funds Potential Inflation

Infinancial Institutions

Chapter 10: Marketing Plan &
Sales Strategy

‘You need to understand the financial situation of the specific countries where you'll be doing business and plan for hov it differs from the financial practices of your home courtry. For instance, in the United States,
itis typical for business-to-business customers to extend credit with “30 day net” payment terms and for consumers to frequently pay with credit cards. Those terms may be very different in the countries where you are

Chapter 11: Operations doing business, o, in some countries, consumers may not typically use credit cards
‘As much as possible, you must also plan for the various factors that can affect or disrupt your financial situation when doing business offshore. For instance, some currencies are historically very stable, while others
Chapter 12: Technology Plan fluctuate ereatly. Some countries regularly face rampant inflation. You shovld also ook at e practices and laws related to keeping your funds in foreign financial institutions — how safe are they, what kinds of interest

rates do they pay, are the funds insured? Political unrest or climate emergencies can also affect the value and security of your funds.
Chapter 13: Management & Consider al these factors when pricing your products or services internationally, establishing credit policies and charges, and determining where to keep funds and how much to keep overseas.

Organization ‘You'll want to confer with an accountant knowledgeable in foreign business operations to help you plan your financials if you're doing considerable business intemationally. Be certain to ask about the tax
ramifications, as tax issues when dealing with intemational operations and sales can be complicated.

Chapter 14: Social
Responsibility & Sustainability

Chapter 15: Development,
Milestones & Exit Plan

Use the Globalization: Financial Considerations worksheet on page 290 to thin’ through some of the financial issues facing you when doing business internationalls.

Chapter 16: The Financials

|v Using the Abrams Method of Flow-Through Financials =a
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R R ‘ramifications, as tax issues when dealing with international operations and sales can be complicated.
[AY < Section II: Business ...
” Go to Section II: Business Plan
Components
e —— —
Trends
Use the Globalization: Financial Considerations worksheet on page 290 to think through some of the financial issues fucing you when doing business internationally.
Chapter 7: Target Market . . )
Using the Abrams Method of Flow-Through Financials
Chapter 8: The Competition One of the most difficult questions, especially for new businesses, is “Where do I get the figures for my financial forms?
If you have been filling out the Flow-Through Financial worksheets throughout the previous chapters, you have already compiled many of the figures you need to complete the worksheets in this chapter. For
Chapter &: Strategic Position & instance, you have already computed your marketing budget in Chapter 10. Likewise, on other worksheets, you have detailed costs of salaries, equipment, and other aspects of your business.
Risk Assessment
__ Chapter 10: Marketing Plan & 1[
Sales Strategy
Chapter 11: Operations Now just transfer the figures from each of your Flow-Through Financial sorksheets (marked with the dollar-sign logo) to their appropriate line(s) on the Financials forms that follow. Refer to the chart on
pages 288-289 1o see on which form and line each specific figure should be placed.
Chapter 12: Technology Plan
P o Business Plan Financials
To make this process even easier, an Excel-based Business Plan Financials package is available for purchase as a supplement to this book. The worksheets are identical to the financial worksheets found in the book and
Chapter 13: Management & embrace the Flow-Through Financials methodology used here. In addition, the Business Plan Financials perform all calculations for you, generate charts, and allow you to “tweak™ your numbers to obtain the most
Organization accurate financial picture. Once you are satisfied with your numbers, you can print out all the financial forms necessary to include with your business plan. Visit www PlanningShop.com to purchase the Business Plan
Financials package.
__ Chapter 14: Social
Responsibility & Sustainability Types of Financial Forms
For the financial portion of your business plan, the three most important forms are:
~ ;hlupler 15 gl‘):ig\?;mem, = Income Statement. Shows whether your company is making a profit.
ilestones &Exit Plan = Cash Flow Projection. Shows whether the company has the cash to pay its bills.
= Balance Sheet. Shows how much the company is worth overall
Chapter 16: The Financials
]
e ‘ “ v v
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< . . . = Income Statement. Shorws whether your compan is making 2 profit
[N} Section II: Business ... = Cash Flow Projection. Shows whether the company has the cash to pay its bills.
= Balance Sheet. Shows horw amch the company s worth overall

Go to Section II: Business Plan

Components «

itapien U sty Aalysis o Tn financials, we look for professionalism. Use standard formats. Hire an accountant, not so much as to come up with your numbers but for your forms. We want to see a cash flow analysis as well as
Trends everything else in a standard annual report (balance sheet, income statement). You or an accountant should compare your numbers with those of existing companies. If they are very different from those
of well-managed companies, they may be unrealistic.”

Chapter 7: Target Market Eugene Kleiner
Venture Capitalist

Chapter 8: The Compet

ion

Abrams Method of Flow-Through Financials

Chapter 9: Strategic Position &
Risk Assessment $

Chapter 10: Marketing Plan & Aﬂi

Sales Strategy

All of the Fow-Through Financial Worksheets throughout this book aro recagnizable by the dollar-sign icon
@ Chapter 11: Operations (8> $§> $83) in the top right-hand comer.

WORKSHEET CHAPTER TRANSFER TO USE ON LINES
219 Chapter 12: Technology Plan

Financial Patterns 6, page 98 Income Statement  Sales, Return, Costof Goods,
Comissions, Utidss, Salariss
,, Chapter 13: Management & Cash Flow Projection  Sales, Cost of Goods,
Organization Operating Expenses

Break-Even Analysis
Chapter 14: Social

Responsibility & Sustainabilty Marketing Vehicles 10, page 162 Marketing Buiget
(Chapter 10, p. 182-183)
_ Chapter 15: Development, Income Statement Marketing
" Milestones & Exit Plan Cash Flow Projection Operating Expenses
Traditional Marketing 10, page 165 Marketing Buiget

Chapter 16: The Financials Tactics (Chapter 10, p. 182-183)

Income Statement Profit Marain. Marketina
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